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ACROSS MARKETS AND BORDERS CHAPTER 8

Abstract

Entrepreneurship converts uncertainty into disciplined learning about whether a problem can support a venture that creates,
delivers and captures legitimate value. This chapter develops the full founder journey from opportunity diagnosis through
customer discovery, human-centered design, business-model hypotheses, unit economics, minimum viable products,
experimentation, go-to-market learning, financing readiness, stakeholder ecosystems, impact evaluation and responsible
scaling. It critically compares opportunity discovery and creation, causation and effectuation, bricolage, experimentation and
ecosystem perspectives rather than presenting one entrepreneurial formula. African evidence is central through M-KOPA
and contemporary startup-finance research, while Airbnb provides a global comparison showing how venture scale can
create both consumer value and third-party costs. Worked models distinguish traction from vanity metrics, margin from
cash, outputs from outcomes, and contribution from causal impact. Christian moral reasoning frames entrepreneurship as
creative service and stewardship, joining legitimate profit with truthfulness, neighbour-love, fair dealing, responsibility for
foreseeable harm and humility under uncertainty.

Keywords: entrepreneurship; innovation; opportunity recognition; customer discovery; business models; minimum viable product; unit
economics; entrepreneurial ecosystems; impact evaluation; responsible innovation

Learning Outcomes

1. Distinguish entrepreneurship, self-employment, startup formation, innovation, social enterprise and ordinary small-business
management, and explain why entrepreneurial action is defined by uncertainty rather than by firm size alone.

2. Compare Schumpeterian innovation, Kirznerian alertness, opportunity-discovery, opportunity-creation, effectuation, bricolage and
experimentation perspectives, identifying their assumptions, complementarities and limits.

3. Diagnose entrepreneurial problems through systems thinking, PESTLE, stakeholder analysis and human-centered inquiry without
confusing symptoms, desired causes or founder enthusiasm with validated needs.

4. Design customer-discovery evidence that distinguishes opinions from behavior, uses appropriate interviews and observation, and
converts findings into falsifiable problem and customer hypotheses.

5. Generate and evaluate venture ideas through desirability, feasibility, economic viability, institutional fit, mission alignment and
responsibility for foreseeable consequences.

6. Construct a Lean Canvas and coherent business-model logic linking customer, value proposition, solution, channels, revenue, cost,
partners and capabilities, while distinguishing a business model from strategy.

7. Calculate and interpret contribution margin, break-even volume, customer acquisition cost, simplified contribution lifetime value, burn
and runway, and explain the assumptions that make startup unit economics fragile.

8. Design minimum viable products and ethically proportionate experiments with explicit hypotheses, success thresholds, learning goals,
feedback loops and decision rules for persevering, adapting, pivoting or stopping.

9. Plan an early go-to-market system that identifies a beachhead segment, acquisition channels, activation, retention, referrals and
partnerships without duplicating the full marketing system developed in Chapter 10.

10. Prepare a venture for financing by translating milestones, cash needs, evidence, governance readiness and funding-source fit into a
credible financing narrative without entering investor valuation or VC deal mechanics reserved for Chapter 18.

11. Map entrepreneurial ecosystems and negotiate responsibly with customers, employees, suppliers, governments, communities,
accelerators, financiers and partners while recognizing unequal power and conflicting interests.

12. Build a theory of change and impact-measurement architecture that distinguishes inputs, activities, outputs, outcomes and longer-term
impact; separates monitoring, evaluation, contribution and causal attribution; and treats standards as tools rather than moral verdicts.

13. Evaluate scaling, replication, franchising, licensing, digital expansion and partnership pathways using evidence on demand,
economics, operations, capability, institutional conditions, impact and risk.

14. Assess Al-enabled and digital entrepreneurship through customer value, data quality, cybersecurity, intellectual-property awareness,
responsible innovation, human agency and the danger of synthetic evidence replacing real market learning.

15. Apply Christian moral reasoning alongside consequentialist, deontological, virtue, justice, care and stakeholder perspectives to
entrepreneurial dilemmas involving profit, truth in pitches, customer vulnerability, failure, innovation, externalities and stewardship.
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Concept Map and Chapter Roadmap

VENTURE DEVELOPMENT AS A LEARNING AND STEWARDSHIP CYCLE

‘ Problem o ]:] ity Model ~H Experiment H Traction ~H Economics M Scale ’

=

EVIDENCE -> REVISION -> LEARNING -> RESPONSIBLE COMMITMENT

MORAL AND PROFESSIONAL BOUNDARIES: truth + dignity + fair dealing + stewardship + accountability

Figure 8.1. Venture development as a learning and stewardship cycle.
Source/Note: Author's synthesis, integrating opportunity, lean experimentation, business-model, impact and responsible-innovation perspectives.

The chapter follows the venture rather than the founder mythology. Sections 8.1-8.3 establish entrepreneurship as action
under uncertainty and compare the major theoretical traditions. Sections 8.4-8.7 move from problem diagnosis and customer
discovery to value proposition and business-model design. Sections 8.8-8.10 make the economics and learning discipline
explicit through unit economics, minimum viable products, experiments and pivot decisions. Sections 8.11-8.13 develop go-
to-market learning, financing readiness and stakeholder ecosystems. Sections 8.14-8.16 develop impact evaluation,
responsible scaling and digital or Al-enabled venture design. Sections 8.17-8.18 apply the architecture to African and global
cases. Section 8.19 integrates faith, ethics and moral reasoning. The final sections provide a professional protocol, recurring
errors, synthesis, exercises and the hand-off to Chapter 9.

SCOPE BOUNDARY | Chapter 8 owns the founder and venture-building perspective from opportunity diagnosis to responsible
scaling and impact evaluation. It uses the research, statistics and decision disciplines developed in Chapters 3-5, the leadership
foundations of Chapter 6, and the cultural, talent and knowledge capabilities of Chapter 7 without reteaching them. Detailed
financial accounting belongs to Chapter 9; general marketing to Chapter 10; operations to Chapter 11; corporate strategy to
Chapter 12; internationalization and country-entry architecture to Chapters 15-16; investor valuation, portfolio theory and venture-
capital deal mechanics to Chapter 18; and technology and intellectual-property strategy to Chapter 20.

Opening Case: M-KOPA and the Venture Problem of Making an Unserved
Market Economically Reachable

Entrepreneurs are often told to solve a problem, but the difficult part is not noticing that a problem exists. It is
discovering a mechanism through which a particular group of people will adopt a solution, a venture can recover the costs of
delivering it, partners and institutions will permit it to operate, and growth will not create harms that overwhelm the value
produced. In many African markets, low formal credit access and irregular income make this mechanism problem especially
visible. A customer can genuinely need a productive asset and still be commercially unreachable through conventional
lending, retail and repayment systems.

M-KOPA offers a useful contemporary case because it combines hardware, software, asset financing, distribution and
customer data in one venture architecture. Its 2025 impact reporting states that the company had served more than 7 million
customers across five African markets and unlocked more than US$2 billion in credit. It also reported more than 3 million
active customers and roughly 200,000 new customers added per month at the time of the report (M-KOPA, 2025). The
company describes a model in which customers gain access to smartphones or other assets through a deposit and flexible
repayment, while an agent network and embedded digital systems support distribution, payment and subsequent financial
services. These are company-reported operating and impact signals, not independent proof that every customer is better off
or that the reported benefits were caused by M-KOPA alone.

The case matters because the opportunity was not simply 'people need smartphones." A venture had to solve a linked
system of affordability, risk assessment, repayment frequency, device control, local sales, after-sales support, working
capital, data, customer trust and regulatory compliance. Each element was a hypothesis. If repayment patterns did not match
customer cash flow, default could rise. If agent economics were weak, distribution could stall. If credit models used
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inappropriate data or opaque terms, financial inclusion claims could coexist with unfair treatment. If devices increased
connectivity but customer repayment burden displaced essential spending, the same product could create benefit and
hardship in different cases.

Scale also changes the evidence problem. M-KOPA's own impact page reports substantial credit unlocked, first-time
internet access and agent livelihoods. Those signals deserve attention, but an impact-minded entrepreneur must ask how
outcomes were measured, what comparison is implied, whether respondents are representative, what happened to customers
who exited, and which unintended effects were examined. Venture success is therefore neither a single revenue number nor
a single impact number. It is a connected claim about customer value, viable economics, operational capability, institutional
legitimacy and consequences for persons who may never appear on the cap table.

Table 8.1. M-KOPA: selected venture signals and the questions they raise

Reported signal 2025 operating signal Founder-level question

7 million+ customers across 5 What problem and segment are genuinely being served, and who remains
Customer reach

markets excluded?
Credit unlocked USS$2 billion+ What underwriting, repayment and loss economics make the model sustainable

without unfair burden?

Active relationships 3 million+ active customers Does activity represent durable value, retention and repeat usefulness rather
than acquisition alone?
About 200,000 new customers per Can distribution, support, controls and customer understanding scale at the
Growth pace
month same rate?
. . Agent network + digital platform + = Which capability or partner is the bottleneck, and which should remain under
Delivery architecture -
financed assets venture control?
Connectivity, inclusion, livelihoods = Which outcomes are directly measured, which are self-reported, and which

Impact claims . .
P and other outcomes require stronger causal evaluation?

Source/Note: M-KOPA (2025). Figures are company-reported and should be interpreted with normal reporting, selection and causal-inference caveats.

MANAGERIAL INSIGHT | A market gap is not yet a venture opportunity. An opportunity becomes actionable only when a
founder can specify the customer, the painful or valuable job, the mechanism of value creation, the evidence that customers will
act, the economics that sustain delivery, the capabilities and institutions required, and the moral limits on how the opportunity may
be pursued.

The case gives the chapter its central question: How can entrepreneurs discover or create opportunities, test them
responsibly, build a viable venture, mobilize stakeholders, evaluate real impact and scale without allowing optimism, growth
pressure or technology to outrun evidence and moral responsibility?

8.1 Why Entrepreneurship, Innovation and Impact Matter

Chapter 7 ended with a capability insight: organizations do not grow through ideas alone. They require people who can
work across contexts, learn, transfer knowledge and build repeatable capability. Chapter 8 applies that insight before
organizational routines are mature. The founder must often recruit before the job is fully defined, sell before demand is
predictable, choose partners before bargaining power is clear, and allocate scarce cash while basic assumptions remain
uncertain. Entrepreneurship therefore brings the disciplines of the previous seven chapters into a compressed environment
where evidence is incomplete and mistakes can quickly exhaust the venture's resources.

Entrepreneurship matters economically because new firms are vehicles through which ideas, technologies, business
models and local knowledge can become new products, services, jobs and competitive pressure. It also matters because
many new firms fail to become durable organizations. The Global Entrepreneurship Monitor 2025/2026 Global Report,
based on more than 160,000 individual responses across 53 economies, describes strong early-stage activity alongside a
widening survival gap between startup formation and established business activity (Global Entrepreneurship Monitor
[GEM], 2026). GEM also reports substantial differences in entrepreneurial finance, education and expectations concerning
Al. These are cross-economy survey indicators, not causal proof that one ecosystem policy will produce venture success.
Their value is to remind the reader that entrepreneurial entry and entrepreneurial durability are distinct outcomes.

Africa sharpens the distinction. A venture may operate amid rapidly growing urban demand, widespread mobile use and
major unmet needs while also facing expensive capital, infrastructure constraints, currency volatility, regulatory variation
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and fragmented distribution. New evidence from Colonnelli et al. (2026), using a continent-wide founder survey, an
incentive-compatible experiment and investment deal records, finds that African startups strongly prefer equity to debt but
that equity funding is supplied mainly through foreign investors; about 80% of venture-capital funding in their data involved
a foreign investor, and funded founders were disproportionately internationally exposed. Because this is a recent NBER
working paper rather than a final peer-reviewed consensus, its estimates should be interpreted as important current evidence
that remains open to revision. The broader managerial point is durable: financing readiness and network access can become
venture bottlenecks even when customer opportunity is real.

The chapter also places impact inside entrepreneurship rather than after it. A venture changes prices, work, data flows,
resource use, community relationships and the opportunity set of competitors and customers. Some effects are intended;
others are externalities. A platform that reduces search cost can also alter housing availability. A digital lender that expands
access can also impose unsuitable debt. A logistics innovation can lower spoilage while shifting risk to contractors. Impact
evaluation is therefore not synonymous with public relations, ESG labeling or a founder's stated mission. It is disciplined
inquiry into what changed, for whom, through what mechanism, with what evidence and with which trade-offs.

8.2 Entrepreneurship as Action Under Uncertainty

8.2.1 Entrepreneur, startup, innovation and small business

An entrepreneur organizes resources and commitments to pursue an opportunity whose relevant outcomes are not fully
known in advance. That definition is intentionally broader than ‘technology founder' and narrower than ‘any business owner.'
A self-employed professional may run a stable, proven model with limited innovation; a corporate employee may act
entrepreneurially by creating a new internal venture; a farmer, trader, manufacturer or platform founder may all confront
entrepreneurial uncertainty when they introduce a new product, process, market arrangement or business model.

A startup is best treated as an organization searching for a repeatable and scalable or otherwise sustainable model under
high uncertainty, not merely as a young firm. Small business describes size, not necessarily uncertainty or novelty.
Innovation is not synonymous with invention. In this chapter it refers to implemented novelty that changes what a venture
offers or how it creates and delivers value; Section 8.2.3 develops the measurement-standard distinction between product
and business-process innovation. Invention can exist without commercialization; entrepreneurship can occur without
patentable invention. Social enterprise adds an explicit social or environmental mission, but conventional ventures also have
social consequences and do not escape moral evaluation by declining the label.

8.2.2 Knight, Schumpeter and Kirzner: three foundational emphases

Frank Knight (1921) distinguished measurable risk from uncertainty that cannot be reduced to a known probability
distribution. Entrepreneurs commit resources before every relevant state of the world can be priced. Joseph Schumpeter
(1934) emphasized innovation through new combinations that disrupt established arrangements, linking entrepreneurship to
creative destruction. Israel Kirzner (1973) emphasized alertness to previously unnoticed opportunities and entrepreneurial
coordination. These traditions are not interchangeable. Knight explains why entrepreneurial judgment cannot be outsourced
to probability alone; Schumpeter emphasizes novelty and economic transformation; Kirzner emphasizes discovery of
disequilibrium and overlooked gains from exchange.

The practical founder should resist converting these theories into identities. A venture may begin through Kirznerian
recognition of an underserved segment, require Schumpeterian recombination of technologies, and still depend on Knightian
judgment about an unknowable regulatory or market response. Theories are analytical lenses that clarify mechanisms, not
badges that make a venture entrepreneurial.

8.2.3 Innovation: implementation, novelty and value creation

The term innovation is routinely stretched until it means almost any change. A more disciplined standard begins with
implementation. The Oslo Manual treats a business innovation as a new or improved product or business process that differs
significantly from the firm's previous products or processes and has been introduced on the market or brought into use
(OECD/Eurostat, 2018). This distinction matters for entrepreneurs because an idea, invention, prototype or patent may be
novel without yet being an innovation in use. Conversely, a venture can innovate without inventing new science by
recombining existing technologies, payment arrangements, distribution channels, service routines or organizational
processes in a way that is meaningfully different and actually implemented.

Innovation also has degrees and objects. Some innovations are incremental, improving cost, reliability, convenience,
quality or accessibility within a familiar category. Others are more radical because they alter the performance frontier, the
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architecture of a product or process, or the basis on which customers and partners interact. Radical does not automatically
mean superior. A modest process innovation that reliably lowers spoilage, payment friction or service error can create more
defensible value than a technically impressive product that customers cannot adopt. The relevant founder question is
therefore not merely whether an idea is new, but new relative to what, useful to whom, implemented through which
mechanism, and valuable enough to justify adoption and switching costs.

For measurement, the Oslo Manual groups business innovation principally into product innovation and business-process
innovation, while management scholarship also examines business-model innovation because ventures can alter the
architecture of value creation and capture (OECD/Eurostat, 2018; Teece, 2010). These lenses are complementary rather than
competing taxonomies. Chapter 8 uses them only to clarify founder-level experimentation and commercialization. Detailed
R&D management, intellectual-property strategy, technology portfolios and organizational digital transformation belong to
Chapter 20. The boundary is important: entrepreneurs need to understand what kind of novelty they are testing without
prematurely turning this chapter into a technology-management chapter.

8.3 Major Theories of Entrepreneurial Opportunity and Action

8.3.1 Opportunity discovery and the individual-opportunity nexus

Shane and Venkataraman (2000) helped reposition entrepreneurship research around the nexus of enterprising
individuals and opportunities for new goods, services, organizing methods or markets. Discovery-oriented reasoning
assumes that valuable opportunities can exist before the particular entrepreneur notices them, even if recognition depends on
prior knowledge, networks or interpretation. This perspective is especially useful when a regulatory change, technology cost
decline or market inefficiency creates an identifiable opening that multiple actors could discover.

8.3.2 Opportunity creation

Creation perspectives challenge the assumption that every opportunity pre-exists entrepreneurial action. Alvarez and
Barney (2007) distinguish discovery contexts, in which opportunities are treated as objective phenomena awaiting
recognition, from creation contexts, in which opportunities emerge through entrepreneurs' actions and stakeholder
responses. A new platform category, for example, may not have a stable demand curve waiting to be measured. Demand,
rules, partner expectations and customer understanding can co-evolve as the venture acts. Creation does not mean that
reality is whatever the founder imagines. The opportunity remains constrained by technology, purchasing power, law,
competitors and human response; it means that those conditions can be partly endogenous to entrepreneurial action.

8.3.3 Causation and effectuation

Causal reasoning begins with a defined goal and asks which means will best achieve it. Effectual reasoning begins with
available means, who | am, what | know and whom | know, and allows goals to emerge through affordable-loss
commitments, partnerships and the exploitation of contingencies (Sarasvathy, 2001). Effectuation is particularly useful
when predictive information is weak and stakeholders can help co-create the opportunity. It is not an argument against
planning. As uncertainty falls, causal planning can become more appropriate; even an effectual experiment needs cash
discipline, legal compliance and a clear test of what was learned.

8.3.4 Bricolage and resourcefulness

Bricolage describes making do by applying combinations of resources already at hand to new problems or opportunities
(Baker & Nelson, 2005). It captures a common reality in resource-constrained entrepreneurship: founders repurpose
equipment, relationships, skills or distribution channels rather than waiting for ideal resources. Bricolage can support
ingenuity and speed, but repeated improvisation can also lock a venture into fragile processes. What enables the first
hundred customers may prevent safe service to the first hundred thousand. Resourcefulness is therefore valuable when
paired with deliberate upgrading of systems and controls.

8.3.5 Entrepreneurship as disciplined experimentation

Lean-startup practice popularized build-measure-learn cycles, while more recent empirical work tests whether explicitly
scientific approaches improve entrepreneurial decisions. Camuffo et al. (2020) randomly assigned 116 Italian startups in an
accelerator program to training that differed in emphasis on hypothesis formulation and rigorous testing. The scientific-
treatment ventures made decisions with greater precision and were more likely to pivot when evidence contradicted
assumptions. The experiment does not prove that every startup should mimic a laboratory, but it provides unusually strong
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causal evidence for a central principle of this chapter: entrepreneurs benefit when assumptions are made explicit before

results are known.

CHAPTER 8

Table 8.2. Comparing major entrepreneurial perspectives

Knightian uncertainty

Schumpeterian
innovation

Kirznerian discovery

Opportunity discovery

Opportunity creation

Effectuation

What judgment is required when
probabilities are not reliably known?

What new combination disrupts an
existing arrangement?

What overlooked mismatch or
arbitrage opportunity exists?

What existing opportunity fits this
founder and context?

How can action and stakeholder
commitments bring an opportunity
into existence?

What can we do with available
means and affordable loss?

How can resources at hand be

Irreversible commitments, new
markets, regime change

Novel products, processes,
categories and business models

Underserved segments, information
gaps, market coordination

Regulatory, technological or

demand shifts with observable
signals

Novel categories, ecosystems and
markets with endogenous demand

High uncertainty, early stakeholder
co-creation

Resource-constrained contexts and

Can become a vague justification for
intuition if uncertainty is not decomposed.

Not every successful venture is radically
innovative; disruption can impose social
costs.

May understate how entrepreneurs reshape
preferences, institutions or categories.

Can imply more objective stability than
new-category markets possess.

Can be misread as permission to ignore
external constraints or evidence.

Does not remove the need for eventual
planning, economics and controls.

Improvised systems can become technical

Bricolage debt and scaling bottlenecks.

recombined? early improvisation
Poor experiments can create false
confidence; some effects require longer
horizons.

Source/Note: Author's synthesis drawing on Knight (1921), Schumpeter (1934), Kirzner (1973), Shane and Venkataraman (2000), Sarasvathy (2001),
Baker and Nelson (2005), Alvarez and Barney (2007), and Camuffo et al. (2020).

Which critical assumption can be
tested at lowest responsible cost?

Problem, price, channel, product

Experimentation :
and process uncertainty

CRITICAL DEBATE | Are entrepreneurs born risk-takers? Evidence does not support a simple personality destiny. Zhao et al.
(2010) found in a meta-analysis that personality variables such as self-efficacy, achievement motivation and risk propensity relate
differently to entrepreneurial intentions and performance. Risk propensity was more relevant to intentions than to subsequent
performance. Entrepreneurship education should therefore develop judgment, learning and disciplined commitment rather than
glorifying recklessness.

8.3.6 What African experiments teach about entrepreneurial support

Entrepreneurship policy and venture support should be judged by evidence rather than by the intuitive appeal of training
or finance. Nigeria's Youth Enterprise With Innovation in Nigeria program, commonly known as YouWiN!, offers
unusually strong evidence. McKenzie (2017) evaluated the national business-plan competition using randomized grant
assignment among eligible applicants and found large effects on firm entry, survival, sales, profits and employment,
including an increase of more than 20 percentage points in the probability of operating a firm with ten or more workers. The
result shows that capital can relax a binding constraint for selected growth-oriented applicants. It does not imply that grants
of similar size will generate the same effect for every entrepreneur or that selection through a business-plan competition is
irrelevant to the result.

Evidence on business practices is similarly conditional. McKenzie and Puerto (2021) evaluated a business-training
program for women operating small firms in Kenya and found sustained improvements in sales and profits, alongside
improved business practices and wellbeing, without evidence of large negative spillovers on nearby competitors. In Togo,
Campos et al. (2025) report that personal-initiative training produced persistent average profit gains seven years after the
intervention, while also documenting important heterogeneity. These findings challenge the view that entrepreneurship
education is either universally transformative or useless. Training content, participant selection, implementation quality,
baseline constraints and time horizon all matter.

Financial-product design can also change entrepreneurial outcomes through mechanisms that are easy to miss in
aggregate credit statistics. Riley (2024) found in Uganda that disbursing microfinance loans digitally rather than in cash
increased business capital and profits among women, with results consistent with reduced pressure to share liquid cash.
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Bryan et al. (2024), studying larger entrepreneurial loans in Egypt, found modest average effects alongside substantial
heterogeneity. The combined lesson is methodological as well as managerial: 'access to finance' is not one treatment.
Amount, timing, liquidity, control, selection, repayment structure and the entrepreneur's constraints shape what capital can
accomplish.

Table 8.3. Selected African experimental evidence and founder-level lessons

Study and context Intervention / design Founder or ecosystem lesson

Business-plan competition with Capital can be binding for selected high-
randomized grant assignment among potential applicants, but external validity
eligible applicants depends on selection and context.

Large gains in entry, survival, sales,

McKenzie (2017), Nigeria profits and employment for grant winners

McKenzie & Puerto

(2021), Kenya entrepreneurs

Business training for women

Sustained gains in sales, profits, practices
and wellbeing; limited evidence of
harmful competitor spillovers

Capability-building can matter when
content and delivery fit the participants'
constraints.

Average treatment effects should not hide
who benefits, when and through which
behavioral mechanism.

Campos et al. (2025), Personal-initiative training with
Togo long-run follow-up

Persistent average profit gains with
important heterogeneity

Higher business capital and profits among = Product architecture can alter how much
women, especially where sharing pressure | finance reaches the intended productive
was relevant use.

Digital rather than cash disbursement

e (@), Uit of microfinance loans

More capital is not automatically better;
financing should match entrepreneur
type, opportunity and constraint.

Larger entrepreneurial loans with
experimental variation

Small average effects with meaningful

Bryan et al. (2024), Egypt heterogeneity

Source/Note: Author's synthesis of peer-reviewed experimental evidence. Effects are study-specific and should not be generalized mechanically across
countries, sectors or founder populations.

8.4 From Wicked Problems to Ventureable Problems

8.4.1 Wickedness is a property of problem structure, not a compliment to ambition

Rittel and Webber (1973) used the term wicked problems for policy problems whose definitions, causes, stakeholders
and solutions are contested and interconnected. Climate adaptation, urban congestion, informal employment, food loss and
financial exclusion can display wicked characteristics. Entrepreneurship courses sometimes romanticize wickedness as a
source of opportunity. The risk is that a founder narrows a system problem into whatever the venture happens to sell, then
claims impact at the scale of the original problem.

A venture does not need to solve the whole system. It does need to define the level at which it can make a credible
contribution. A cold-storage venture may reduce post-harvest spoilage for a particular produce corridor; it cannot honestly
claim to have solved food insecurity. A payroll platform may reduce administrative friction for formal SMEs; it cannot infer
that it has solved unemployment. Scope discipline improves both strategy and ethics because it aligns the venture's claims
with the mechanism it can actually influence.

FROM SYMPTOM TO A VALIDATED PROBLEM

Do not confuse a visible symptom with a causal mechanism.

Constraints and
institutions

Underlying
mechanisms

Validated need /

Affected actors intervention space

Observable symptom

Test each link with evidence; revise the map when the mechanism changes.

Figure 8.2. From symptom to a validated problem.
Source/Note: Author's synthesis, informed by systems-thinking, stakeholder and human-centered-design approaches.

8.4.2 Systems thinking and feedback

Systems thinking asks how stocks, flows, feedback loops, delays and incentives interact. A founder examining medicine
stockouts, for example, should ask whether the visible shortage is driven by forecasting, procurement lead time, working
capital, transport failure, information asymmetry, regulation or strategic hoarding. Improving one node can shift the
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bottleneck elsewhere. A digital ordering system may improve visibility yet worsen stockouts if suppliers lack financing to
respond. The entrepreneurial task is therefore to locate a leverage point whose mechanism can be influenced at venture
scale.

8.4.3 PESTLE as a context scan, not a strategy

Political, economic, social, technological, legal and environmental scanning can reveal constraints and discontinuities
relevant to a venture. For African founders, this might include licensing, tax administration, currency availability, mobile-
money infrastructure, language, import dependence, energy reliability, data-protection law, public procurement and cross-
border rules. PESTLE should not become a page of disconnected facts. Each signal should be translated into a venture
hypothesis: what changes the target customer's behavior, the cost structure, the permissible operating model or the risk of
commitment? Detailed strategic environmental analysis belongs to Chapter 12; here PESTLE is used only to prevent early
venture design from ignoring context.

8.4.4 Stakeholder analysis before stakeholder management

Freeman's (1984) stakeholder perspective and Mitchell, Agle, and Wood's (1997) salience framework remind
entrepreneurs that ventures depend on actors who differ in power, legitimacy and urgency. Customers may pay; users may
differ from payers; regulators can block operation; employees carry execution knowledge; communities may bear
externalities; suppliers can withhold critical inputs; platforms can change access rules; investors can influence growth
pressure. Early stakeholder analysis should therefore distinguish who receives value, who provides resources, who
authorizes activity, who can obstruct it and who bears consequences without a direct contract.

Table 8.4. Venture problem diagnostic

Diagnostic question Evidence to seek Typical founder error

What exactly is the observed
symptom?

Who experiences the cost or unmet
job?

Which mechanism produces the
symptom?

Which constraint is binding?

What existing workaround is used?

Who can block or enable change?

What level of change can the venture
plausibly influence?

Source/Note: Author's synthesis.

Frequency, severity, location, timing, affected
segment

Observation, transaction traces, interviews,
complaints, workarounds

Process map, causal hypotheses, comparison across
contexts

Price sensitivity, time, law, capability, infrastructure,
trust

Current spend, time cost, informal substitutes,
switching behavior

Regulators, partners, gatekeepers, community actors,
platforms

Mechanism-to-outcome chain and scope boundary

8.5 Customer Discovery: Empathy With Evidence

8.5.1 Discovery is learning, not disguised selling

Starting with the preferred solution rather than the
problem.

Assuming the person with the problem is also the
payer.

Treating correlation or anecdote as the mechanism.

Solving a non-hinding inconvenience while the real
bottleneck remains.

Calling the market empty when customers already
solve the job differently.

Discovering a critical stakeholder only after launch.

Claiming system-level impact from output-level
activity.

Customer discovery seeks evidence about the customer's context, job, pain, desired progress, alternatives, constraints
and willingness to change. It should be inquisitive before it is persuasive. Founders often contaminate discovery by
describing the solution too early, asking leading questions or treating courtesy as demand. 'Would you use an app that saves
you time?' produces weak evidence because saying yes is cheap. 'Show me how you handled the last three supplier delays' is
stronger because it anchors the conversation in observed history.

Chapter 3 established the logic of qualitative and quantitative research. The entrepreneurial version uses those
disciplines under tighter time and resource constraints, but the standards of truth do not disappear. Discovery samples should
reflect the target segment rather than only friends or digitally reachable users. Notes should separate what the participant
said from the founder's interpretation. Sensitive information should be minimized and protected. When interviews are
exploratory rather than formal research, informed professional practice still requires clarity about purpose and avoidance of
coercion or deceptive recording.
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8.5.2 Empathy research and the danger of projection

Human-centered design begins with close attention to lived experience. Brown (2008) helped popularize design thinking
as a process that combines human desirability, technical feasibility and business viability. Empathy is valuable because
experts routinely underestimate the friction experienced by users with different literacy, infrastructure, disability, income
patterns or cultural expectations. Yet empathy language can become performative if founders assume that a short interview
gives them authority to speak for an entire community. Cultural humility from Chapter 7 remains essential: interpretation
must be tested, not merely felt.

8.5.3 Personas and jobs as provisional models

A persona is a synthesized representation of a target user or buyer based on evidence about goals, context, behaviors and
constraints. It is useful when it helps the team remember meaningful differences that change design. It becomes harmful
when it turns demographic stereotypes into fictional certainty. A jobs-to-be-done style question, 'What progress is the
customer trying to make in this situation?', can focus discovery on function and context, but it should not erase social
identity, institutional barriers or moral concerns that affect adoption.

A PRACTICAL EVIDENCE LADDER FOR CUSTOMER DISCOVERY

Higher-cost behavior usually carries mare evidential weight than polite agreement.

Opinion or stated Specific intent Observed task or Paid or time-bound :‘;‘;ﬁ:;ﬂ:sﬁ;
preference with context behavioral test commitment el

No single rung proves product-market fit; triangulate and watch for selection bias.

Figure 8.3. A practical evidence ladder for customer discovery.
Source/Note: Author's synthesis. The ordering is heuristic, not a universal statistical hierarchy; evidence quality still depends on sampling, measurement and context.

Table 8.5. Customer-discovery evidence and what it can support

What it can reveal What it cannot establish by itself

thﬁgz:g\;v about past Context, language, workarounds, motives, constraints = Population prevalence or actual future purchase.
Observation / shadowing Real workflow, friction, unspoken practices E(;'r:';itt?ornst'ves 0w B2l G WTRlED e

Diary / usage log Frequency, timing and variation over a period Causal effect of a new solution.

;a;rsdmg-page or message Attention, click or sign-up response to a proposition Sustained use, willingness to pay or unit economics.
Stronger willingness-to-pay signal under explicit

Pre-order / deposit
terms

Repeat demand or satisfaction after delivery.

Usability, activation, operational burden, early

Pilot use -
outcome signal

Scalable economics or causal long-term impact.

Repeat purchase / retention = Durability of customer value for observed cohorts Whether noncustomers or affected communities also benefit.

Source/Note: Author's synthesis, informed by customer-discovery and experimentation practice.

PRACTICE TOOL | Write a one-page discovery brief before interviewing: target segment; context; three uncertainty questions;
current workaround; disconfirming evidence you are willing to accept; sampling plan; privacy boundaries; and the decision that
evidence will inform. A discovery activity that cannot change a decision is often theatre rather than learning.
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8.6 Ideation, Value Proposition and Responsible Opportunity Design

8.6.1 Divergence before premature convergence

Ideation is the disciplined generation of alternative mechanisms for solving a validated problem. Early teams commonly
converge too quickly because the first plausible idea becomes emotionally attached to founder identity. Divergence
temporarily reverses that tendency. The team deliberately creates multiple ways to solve the same underlying job, including
non-digital, partnership-based, process and business-model alternatives. The purpose is not creativity for its own sake. A
broader option set makes it easier to compare mechanisms, expose hidden assumptions and avoid spending months
optimizing a weak first idea.

Useful ideation methods include analogy, constraint removal, recombination, reverse assumptions, service-blueprint
redesign and scenario prompts. Generative Al can expand a candidate list, but an Al-generated list is not market evidence.
Models reproduce patterns in training data and may produce generic or invented suggestions. Founders remain responsible
for verifying feasibility, legality, cultural fit and customer relevance. In contexts where target users are underrepresented in
training data or work primarily offline, synthetic ideation can increase rather than reduce distance from actual users.

8.6.2 The value proposition as a testable claim

A value proposition explains why a defined customer or beneficiary should prefer a venture's offering to the relevant
alternative in a specific context. It links a customer job or problem to the bundle of benefits, costs and trade-offs created by
the offering. Strong value propositions are comparative rather than self-congratulatory. 'We use Al to transform agriculture'
describes a technology and aspiration. 'For produce aggregators losing temperature-sensitive inventory during two-day
transport, our monitored cold-box service reduces spoilage without requiring warehouse ownership' states a segment,
situation, mechanism and alternative more clearly.

The venture should evaluate at least six dimensions together: desirability, whether users and buyers value the change;
feasibility, whether it can be built and delivered; economic viability, whether revenues or other funding can sustain the cost;
institutional fit, whether law, infrastructure and norms permit operation; mission alignment, whether the opportunity belongs
within the venture's purpose; and responsibility, whether foreseeable benefits and harms make the means and model morally
defensible. These dimensions prevent two opposite mistakes. A socially admirable concept that cannot sustain delivery is
not yet a viable enterprise, while a profitable concept can remain morally unacceptable if it relies on deception, exploitation
or serious avoidable harm.

8.6.3 Market sizing: TAM, SAM and SOM as transparent assumptions

Market sizing disciplines ambition by forcing the founder to specify the unit, customer, geography, time period and
adoption assumptions behind a growth claim. Total addressable market (TAM) is the revenue or volume that would exist if
the defined offering served the full relevant universe under stated assumptions. Serviceable available market (SAM) narrows
that universe to customers the current model can legally, technically and operationally serve. Serviceable obtainable market
(SOM) is the portion the venture could plausibly win within a defined horizon given capacity, competition, channels and
cash. These are planning constructs, not observed facts, and different definitions can produce radically different answers.

Top-down sizing starts from an industry or national total and allocates a share to the venture's segment. It is fast but
vulnerable to denominator games. Bottom-up sizing begins with observable units such as eligible firms, routes, transactions,
beds, hectares, subscribers or procurement contracts, then multiplies by a defensible usage and price assumption. Early
founders should generally prefer bottom-up logic because it exposes what must be true operationally. A strong estimate also
presents a range and sensitivity analysis rather than a single heroic number.

Bottom-up annual market value = Eligible customers x Expected annual units per customer x Realistic
price per unit

Every term is a hypothesis. Define the population, usage, price basis, time period and exclusions explicitly.
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WORKED EXAMPLE | Suppose a cold-chain venture identifies 420 produce aggregators within the logistics radius it can
presently serve. If evidence suggests an average of 18 paid crate-months of relevant storage per aggregator per year at RWF
31,000 per crate-month, the simplified SAM is 420 x 18 x RWF 31,000 = RWF 234.36 million per year. If the venture can
physically support only 2,400 crate-months in year one, capacity-constrained obtainable revenue at the same price is RWF 74.4
million, before allowing for utilization below 100%. The smaller number is often more decision-useful than an impressive national
TAM.

FAITH AND VOCATION | Entrepreneurial vocation does not require a religious product. It asks whether creative capacity, capital,
technology and relationships are being stewarded toward truthful service. A mission-aligned venture can earn legitimate profit
while refusing opportunities that would require dishonest claims, coercive dependence or the exploitation of vulnerability.

8.7 Business-Model Logic: From Idea to a Coherent Venture System

8.7.1 A business model is a causal system, not a template

A business model explains how an enterprise creates value for a defined customer, delivers that value through activities
and relationships, and captures enough value to sustain the system. Teece (2010) emphasizes the architecture through which
value is created and captured; Osterwalder and Pigneur (2010) provide a widely used visual language; Maurya's (2012) Lean
Canvas adapts model thinking to startups by foregrounding problem, solution, key metrics and unfair advantage. The
practical danger is template completion. A canvas can look complete while every box remains an unsupported hypothesis.

THE VENTURE MODEL AS CONNECTED HYPOTHESES

A business model is a causal story that must survive contact with customers, costs and institutions.

Solution + Channels + Capabilities +

Problem + segment Value proposition experience relationships Revenue + cost partners

The weakest critical assumption can invalidate the whole model,

Figure 8.4. The venture model as connected hypotheses.
Source/Note: Author's synthesis, informed by business-model and lean-canvas perspectives including Teece (2010), Osterwalder and Pigneur (2010), and Maurya
(2012).

Business-model coherence depends on links between the hypotheses. A segment with low willingness to pay can
sometimes be served if a different payer captures sufficient value. A high-margin product can still fail if sales cycles make
acquisition too expensive. A digital service can scale technically yet fail institutionally if identity, payments or licensing do
not support the transaction. A founder should therefore ask not only whether each component seems plausible but whether
the components reinforce one another under the same assumptions.

8.7.2 Lean Canvas as an uncertainty register

The Lean Canvas is most useful when treated as an uncertainty register. Each box should contain a claim precise enough
to challenge: target segment, top problem, current alternative, value proposition, solution mechanism, channels, revenue,
cost structure, key metrics and any difficult-to-copy advantage. The team can then rank assumptions by importance and
uncertainty. The most dangerous assumptions are both critical to survival and weakly evidenced. Those deserve early tests
before time is spent on logo design, advanced software or detailed five-year forecasts.

8.7.3 Revenue models and payer architecture

Revenue is the monetary mechanism through which the venture captures value. Common forms include one-time sale,
subscription, usage fee, commission, transaction spread, licensing, advertising, leasing, freemium conversion, service
contracts and cross-subsidy. Social and public-purpose ventures may combine commercial revenue with grants, contracts or
outcome-based payments. The label is less important than the payer logic. Who pays, when, for what unit, under which
terms, with what collection risk and for how long? A revenue model should also reveal where incentives diverge.
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Advertising-funded services, for example, may make the user the product of attention markets; commission models can
encourage volume even when customer suitability is questionable.

Revenue should not be confused with cash. A venture can book sales and still fail because customers pay late. Nor
should gross merchandise value, loan disbursement, bookings or transaction value be treated as revenue unless the
accounting definition supports it. Chapter 9 develops these reporting distinctions formally. For Chapter 8, the founder-level
requirement is simpler: know exactly what economic flow sustains the venture and when cash actually becomes available.

Table 8.6. Business-model questions that should remain falsifiable

Model element Founder hypothesis Evidence signal

Problem A defined segment experiences a costly or valuable job often enough = Observed frequency, workaround cost, priority relative

to act. to other problems.
The user, buyer and beneficiary are identified and their incentives Budget authority, procurement path, willingness to pay,
Customer / payer - -
are compatible. beneficiary access.
. The offering creates a meaningful advantage over the current Choice, switching, time saved, risk reduced, quality
Value proposition - . -
alternative. improved, price accepted.
Solution The mechanism can deliver the promised value in real conditions. PASGE il e, s, el e Gaimplliges,
support burden.
Channel Customers can be reached at a sustainable cost and speed. Convers_lqn by channel, sales-cycle length, partner
productivity.
Revenue The payer will transfer sufficient value on workable terms. Paid transactions, renewal, collections, payment timing.

Cost / capability The venture can deliver safely and consistently at an economically Contribution margin, capacity, quality, supplier terms,

supportable cost. staff readiness.
Defensibility Learning, relationships, data, brand, network or other capabilities Retention, referral, proprietary learning, switching
improve with use. costs, partner preference.

Source/Note: Author's synthesis.

8.8 Startup Economics: Unit Economics, Break-Even, Burn and Runway

8.8.1 Economics before valuation

Startup finance should begin with the operating mechanism rather than an imagined valuation. Investors may later value
a venture using expectations about growth, risk and future cash flows, but Chapter 18 owns those methods. The founder's
immediate questions are more basic: does each incremental sale create or destroy contribution; how much fixed cost must be
covered; how expensive is customer acquisition; how long do customers stay; how quickly does cash leave; and how much
time remains before the venture must reach another financing or cash-flow milestone?

Contribution margin per unit = Selling price - Variable cost per unit

Contribution margin is not net profit; fixed costs, financing, taxes and other costs still remain.

Variable costs change with the relevant unit of activity, such as product, delivery, transaction or subscriber. Fixed costs
remain approximately unchanged within a relevant range. Classification depends on the time horizon and model. Cloud
infrastructure can have both fixed and usage-based components; delivery labor may be fixed in one operating design and
variable in another. Unit economics therefore require a clearly defined unit and cost behavior rather than labels copied from
a template.

Break-even units = Fixed costs / Contribution margin per unit

Valid only when contribution margin is positive and the simplified fixed/variable assumptions are appropriate.

8.8.2 Acquisition, retention and simplified lifetime value

Customer acquisition cost (CAC) = Attributable acquisition spend / New customers acquired

The numerator and denominator must use the same period, cohort and acquisition definition.
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CAC is frequently manipulated unintentionally. A founder may include only paid advertising and exclude sales salaries,
discounts or partner commissions; or divide by every sign-up even though many never activate. The useful metric depends
on the decision. A paid-media CAC can compare campaigns, while fully loaded CAC is more relevant to the sustainability
of the acquisition engine. Always state which version is being used.

Simplified contribution LTV ~= Contribution per active customer per period x Expected active
lifetime

A heuristic for stable cohorts; it is not a substitute for cohort survival, discounting or margin dynamics when those materially matter.

If churn is approximately constant, expected lifetime is sometimes approximated as one divided by the churn rate. This
is convenient but fragile. Churn often varies by customer age, segment and acquisition channel; annual plans, reactivation
and expansion revenue complicate the logic. Cohort analysis is superior when data permit it. LTV-to-CAC ratios should
therefore be treated as diagnostic evidence, not universal venture commandments. A high ratio can indicate attractive
economics or underinvestment in growth; a low ratio can indicate poor retention, expensive acquisition or a deliberate early
learning phase.

8.8.3 Burn and runway

Net burn = Cash operating outflows - Cash operating inflows

Use actual cash timing. Positive net burn means the venture is consuming cash.

Runway in months ~= Unrestricted cash / Positive monthly net burn

A rough estimate that becomes misleading when burn is changing rapidly, cash is restricted or large one-off payments are imminent.

8.8.4 Worked example: Kivu ColdLink

Consider Kivu ColdLink, a fictional Rwandan venture that rents monitored cold-box capacity to produce aggregators.
Suppose it charges US$24 per crate-month of effective capacity and incurs US$14 of variable service cost per crate-month.
Contribution margin is US$10. With US$12,000 of monthly fixed operating cost, simplified break-even volume is 1,200
crate-months. If an acquisition pilot spends US$20,000 in attributable sales and marketing cost and wins 400 activated
customers, CAC is US$50. If average monthly contribution after activation is US$10 and a simplifying constant churn
assumption of 8% implies an expected active lifetime of 12.5 months, contribution LTV is approximately US$125, giving a
simplified LTV:CAC ratio of 2.5. If the venture has US$180,000 in unrestricted cash and is currently burning US$30,000
per month, rough runway is six months.

The arithmetic is easy; the judgment is not. Are crate-months truly homogeneous when routes differ? Does the US$14
variable cost include spoilage compensation and service calls? Is 8% churn stable after harvest season? Does CAC include
field sales salaries and partner commissions? Can the venture reach break-even within six months without degrading service
quality? The worked example demonstrates why unit economics are hypotheses tied to a specific operating design. They
become credible only when definitions, cohorts and cash behavior are measured consistently.

Table 8.7. Core founder metrics and their interpretation

Metric Useful question Common misuse

Does an additional unit contribute toward fixed cost and

Calling gross margin or revenue profit.
surplus? g9 g p

Contribution margin

At what activity level does contribution cover simplified

Break-even volume Ignoring capacity steps, mixed products or cash timing.

fixed cost?

CAC What does it cost to acquire an activated customer under a = Using registrations as customers or excluding major acquisition
defined channel? costs.

Retention / churn Does the customer continue receiving enough value to Repo_rtmg aggregate retention while weak recent cohorts
stay? deteriorate.
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Metric Useful question Common misuse

—_— How much contribution can a cohort plausibly generate Assuming constant churn and infinite stability without
Contribution LTV . T L -
over its active life? sensitivity analysis.
Burn How much cash is the venture consuming? Using accounting loss as a substitute for cash flow.
Runway How long before current cash is exhausted at current Treating a changing burn rate as fixed or ignoring restricted
burn? cash.

How long between paying for delivery and collecting from | Celebrating revenue growth while working capital becomes

Cash conversion % -
customers? unsustainable.

Source/Note: Author's synthesis. Detailed financial reporting and accounting treatment are developed in Chapter 9.

EVIDENCE CHECK | A startup forecast is not evidence because it contains many decimal places. Forecasts are conditional
models. Show the drivers, base rates, uncertainty and sensitivity. A founder who can explain which assumption would make the
plan fail is more credible than one who presents false precision.

8.9 Minimum Viable Products, Prototypes and Experiments

8.9.1 Minimum means minimum for learning, not minimum for responsibility

Ries (2011) popularized the minimum viable product (MVP) as the version of a product that enables a complete build-
measure-learn cycle with the least effort. In practice, ‘'minimum’ is often misused as permission to release poor quality. The
correct minimum depends on the risk. A clickable mock-up can be sufficient to test navigation. A manual concierge process
can test service demand. A landing page can test message response. A medical, financial, aviation or safety-critical
intervention requires far stronger validation before users are exposed. The least expensive learning instrument must still
meet legal, safety, privacy and dignity constraints.

8.9.2 Prototype fidelity should match the uncertainty

Prototype fidelity should rise only when the uncertainty demands it. Paper sketches and storyboards are appropriate for
workflow and language. No-code interfaces can test interaction. Wizard-of-Oz systems let users experience an apparently
automated service while humans perform the back-end task, provided the setup does not deceive users about material facts.
Concierge MVPs deliver the service manually to learn process detail. Functional pilots test technical performance and
operations. Pre-orders or letters of intent can test commitment, but their strength depends on enforceability, customer cost
and context.

Table 8.8. MVP and experiment types

Method Primary uncertainty Evidence generated Ethical / analytical caution

Paper / clickable Comprehension, workflow, feature =~ Observed task completion and Participants may tolerate mock-ups differently
prototype priority feedback from real use.
Landing page / message = Value proposition and segment Clicks, sign-ups, inquiries by Clicks are not purchases; disclose material
test response message or segment terms.
Concierge MVP Serw_ce desirability and process Use, willingness to pay, operational Manual service may not reflect scalable cost.
learning workload
- User experience before full Behavior under a simulated Do not misrepresent consequential automation
Wizard-of-Oz - -
automation automated interface or data use.
Pre-order / deposit Commitment and price sensitivity  Paid or time-bound commitment E?;L:nd rules and delivery uncertainty must be
Small functional pilot Technical + operational Reliability, activation, support and Safety and participant risk may require formal
performance early outcomes controls.
. Comparative effect of a change on = Estimated difference under Power, multiple testing, consent context and
Randomized A/B test - ; - -
a defined metric randomized exposure harm limits matter.

Source/Note: Author's synthesis. Formal experimental design and inference foundations are developed in Chapters 3-4.
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8.9.3 Experiments require decision thresholds

A useful experiment begins with a decision-relevant uncertainty. The team states the hypothesis, defines the population
and treatment, selects a metric, specifies a success or learning threshold, documents material risks and identifies the action
that different results will trigger. Pre-specification need not be as elaborate as a clinical trial, but it protects founders from
moving the goalposts after seeing disappointing evidence. Exploratory learning is legitimate when labeled exploratory;
pretending that an exploratory pattern was predicted in advance is not.

THE EXPERIMENT-TO-DECISION LOOP

Experiments should reduce a named uncertainty, not decorate a pitch.

Define test +
ethics

Compare with Persevere, adapt,

Collect evidence threshold pivot or stop

State hypothesis

Record what was predicted before the evidence is known.

Figure 8.5. The experiment-to-decision loop.
Source/Note: Author's synthesis, drawing on lean-startup and scientific-approach experimentation perspectives.

WORKED EXAMPLE | Kivu ColdLink hypothesizes that produce aggregators will pay US$24 per crate-month if verified spoilage
losses fall enough to justify the fee. Rather than build a regional fleet immediately, the venture pilots one route for eight weeks,
records spoilage and usage, compares retention across cohorts, and pre-specifies that expansion requires at least 65% paid renewal
plus a positive route-level contribution margin after service incidents. The threshold is not a universal benchmark; it is a decision
rule tied to this model.

8.9.4 Ethical experimentation

Entrepreneurs do not acquire moral immunity by calling customers 'users' and product changes 'experiments.'
Experiments can alter prices, credit access, information, workload, privacy or health-relevant behavior. Risk should be
proportionate to the learning value and the venture's duty of care. Deceptive tests require especially strong justification and
are often inappropriate in commercial settings where trust is central. Vulnerable populations, sensitive data and
consequential automated decisions deserve stricter controls. When the experiment resembles research with human
participants or generates generalizable research, formal research-ethics and legal requirements may apply; Chapter 3
provides the full framework.

8.10 Feedback, Iteration, Pivoting and the Discipline to Stop

8.10.1 Learning is not automatic

A venture can run many experiments and learn little if outcomes are not connected to prior beliefs. Teams should keep a
learning register that records the original assumption, evidence collected, result, interpretation, confidence, decision and
what evidence would reverse the new belief. This prevents institutional memory from becoming founder folklore. It also
supports investor and board discussions because the venture can show how uncertainty has actually been reduced.

8.10.2 Pivoting changes a material hypothesis

A pivot is a deliberate change to a material component of the venture model while preserving some learning or
capability. Common pivots change customer segment, problem focus, solution mechanism, channel, revenue model,
technology or platform role. Cosmetic feature changes are iterations, not pivots. Persistent pivoting can signal adaptive
learning or lack of strategic discipline. The key question is whether the evidence invalidated a critical assumption and
whether the revised model has a coherent reason to perform better.

8.10.3 Perseverance can become escalation of commitment

Entrepreneurial narratives celebrate persistence because many ventures encounter rejection before success. The same
narrative can rationalize escalation of commitment. Chapter 5 examined sunk-cost and confirmation biases; founders are
particularly vulnerable because identity, reputation and personal savings become entangled with the venture. Pre-agreed stop
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conditions, independent advisers and runway gates can protect judgment. Stopping a venture can be responsible stewardship
when the model cannot create legitimate value or when continued pursuit would consume resources needed for more
promising obligations.

MANAGERIAL INSIGHT | The opposite of quitting too early is not persisting forever. Responsible perseverance means
continuing while there is a defensible path to resolving a material uncertainty. Once the core mechanism is repeatedly contradicted
and no credible alternative remains, stopping can be an achievement of judgment rather than a failure of character.

8.11 Go-to-Market Learning: From First Customers to Repeatable Demand

8.11.1 The beachhead segment

Early ventures benefit from narrowing the initial market to a segment whose problem, buying process, value metric and
access channel are sufficiently similar that learning can accumulate. A beachhead is not necessarily the largest market. It is
often the segment in which the venture can obtain credible evidence fastest and where word of mouth or reference customers
can reduce future acquisition friction. Broad labels such as 'African SMEs' or 'young consumers' are rarely actionable
because purchasing power, regulation, language, workflow and channel behavior vary sharply within them.

8.11.2 Acquisition is not traction without activation and retention

Go-to-market learning should track the customer journey from awareness and acquisition through activation, repeated
value realization, retention, referral and revenue. A venture that buys registrations but loses customers after first use has not
solved its growth problem. Retention is especially informative because it reflects repeated choice under real conditions,
although high retention can also arise from lock-in rather than satisfaction. Founders should combine behavioral metrics
with customer understanding and complaint data.

8.11.3 Channels and partnerships

Channels can be direct sales, agents, retail, distributors, app stores, marketplaces, referrals, resellers, institutional
procurement or embedded partnerships. The channel changes economics and control. A marketplace may provide reach
while controlling search visibility and fees. Agents can build trust while increasing training and conduct risk. Institutional
partnerships can accelerate adoption but create long sales cycles and concentration. Channel experiments should therefore
measure conversion, cycle time, acquisition cost, quality, retention and dependence rather than impressions alone.

Table 8.9. Early go-to-market evidence

Evidence that matters Question before scaling

Can the venture reach the right customers repeatedly, not merely

Acquisition Qualified leads, channel conversion, CAC by cohort

cheaply?
Activation Completion of the first value-producing behavior \I;i:l\:]vegwckly B BV B T S LG R EE
Retention Cohort continuation, repeat purchase, usage frequency Do customers keep choosing the solution after novelty and

incentives fade?

Is willingness to pay real and is cash collectible on workable

Revenue / collection | Paid conversion, average revenue, collection timing terms?

Referral Organic referrals and partner introductions Is advocacy driven by value rather than one-off incentives?

Will dependence on a dominant platform or intermediary weaken

Channel health Partner productivity, concentration, service quality bargaining power?

Source/Note: Author's synthesis. Full segmentation, positioning, pricing, brand and marketing-channel strategy are developed in Chapter 10.

Chapter 8 stops deliberately before full marketing theory. Founders need enough go-to-market competence to test
whether customers can be acquired and retained. Chapter 10 later develops consumer and organizational behavior,
segmentation, positioning, brand, pricing, integrated communication, digital marketing, CRM and marketing analytics
comprehensively.
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8.12 Startup Financial Planning and Funding Readiness

8.12.1 Financing should follow milestones, not vanity

A funding plan translates the venture's learning and operating path into cash needs. Founders should ask what milestone
materially reduces uncertainty: regulatory approval, technical validation, a target retention cohort, positive route-level
contribution, a repeatable sales process or capacity needed for a contracted order. The amount and timing of capital should
be linked to these milestones, plus a realistic buffer for delay. Raising the largest possible amount can be harmful if it
encourages premature fixed cost, weakens discipline or creates governance expectations the venture is not ready to meet.

8.12.2 Sources of early venture finance

Early ventures can be financed through founder savings, customer revenue, pre-orders, supplier credit, grants,
competitions, debt, revenue-based finance, angel capital, corporate partnerships, development finance, crowdfunding and
institutional equity. Each source distributes risk and control differently. Debt requires repayment even when uncertainty
remains high; grants can fund learning but may distort the venture toward donor criteria; equity shares upside and
governance; customer finance validates demand but may be unavailable for capital-intensive infrastructure. Funding-source
fit should therefore be assessed against cash-flow predictability, collateral, growth profile, mission, governance readiness
and the consequences of failure.

The African startup-finance evidence discussed earlier adds a structural consideration. Colonnelli et al. (2026) report
strong founder preference for equity alongside heavy reliance on foreign investors and disproportionate funding of
internationally exposed founders. The finding does not imply that foreign capital is inherently harmful or that local capital is
inherently superior. Foreign investors can bring scarce capital, networks and expertise; dependence can also create currency,
network-access, governance and strategic-fit concerns. Founders should evaluate capital by terms, incentives, time horizon,
capability contribution, accountability and mission alignment rather than nationality alone.

Table 8.10. Funding-source fit from the founder perspective

Potential strength Characteristic constraint / risk

Concentrated personal and family risk; can exclude founders

Founder / family capital Speed, control, commitment without wealth.

Customer revenue / pre- Requires trust and deliverability; customer obligations arise

Strong demand signal; avoids dilution

orders immediately.
Grant / competition Non-dilutive learning or public-purpose support Reporting burden; incentive drift; funding may be temporary.
Supplier / trade credit Aligns financing with operations Depends on supplier confidence; can create concentration and
payment risk.
- N Repayment and collateral can be poorly matched to uncertain
Debt Preserves ownership; clear obligation early cash flow.
Angel / equity Risk-bearing capital plus networks Dilution, governance rights and strategic influence.

Corporate / strategic
partner

- - Dependency, exclusivity or conflicts with long-term
Market access, capability, credibility autonomy.
Crowdfunding /

community finance

Platform rules, disclosure, fulfillment and jurisdictional

Market validation and distributed support requirements.

Source/Note: Author's synthesis. Investor valuation, capitalization tables, term sheets, liquidation preferences, portfolio theory and venture-capital deal
mechanics belong to Chapter 18.

8.12.3 A financing-readiness dossier

Before approaching external capital, a venture should be able to show a coherent problem and segment, evidence of
customer behavior, current business-model hypotheses, unit economics, historical and forecast cash, key risks, legal and
ownership clarity, team capability, major contracts, data and intellectual-property position where relevant, impact claims
with their evidential basis, and the specific milestone the capital will finance. Readiness is not the same as certainty.
Credible founders distinguish what is known, estimated, assumed and still unknown.

PRACTICE TOOL | A useful funding question is not 'How much can we raise?' but "What uncertainty or capacity constraint will
this capital resolve, what evidence will show that it has been resolved, and what obligations will we accept in exchange?'
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Financing readiness is also an internal-consistency test. The customer metrics shown in a pitch should reconcile with the
underlying data; historical cash use should reconcile with the financial records; ownership, founder vesting and material
commitments should be documented; employees and contractors who created important intellectual assets should have clear
agreements; licenses, tax obligations, data-protection duties and major contractual dependencies should be visible rather
than discovered during diligence. Not every early venture will have institutional-grade systems, but a credible founder can
identify what is complete, what remains provisional and who owns each remediation. Chapters 9, 13, 18 and 20 later
develop the accounting, governance, investment and technology dimensions in depth. At the venture-building stage, the
central principle is that capital should not be asked to scale uncertainty that disciplined housekeeping could already have
resolved.

8.13 Stakeholder Engagement and Entrepreneurial Ecosystems

8.13.1 Ventures are built in ecosystems, not empty markets

Entrepreneurial ecosystems include the entrepreneurs, talent, finance, customers, universities, suppliers, professional
services, infrastructure, accelerators, large firms, government bodies, culture and networks that influence venture formation
and growth. Spigel (2017) emphasizes the relational, cultural and material attributes of ecosystems; Roundy, Bradshaw, and
Brockman (2018) further conceptualize ecosystems as complex adaptive systems. The ecosystem lens is useful because a
founder's bottleneck may be outside the firm. A strong product can still fail when payments, logistics, standards,
procurement or specialized talent are missing.

Ecosystem thinking should not become a justification for central planning or fashionable ecosystem branding. No
ministry, accelerator or international institution can manufacture entrepreneurial discovery by decree. Public and collective
infrastructure can reduce transaction cost, improve capability or widen access, but interventions also create opportunity costs
and can privilege politically connected actors. The founder and policymaker should therefore ask which specific
coordination failure exists, whether a proposed intervention addresses it, who captures the benefit and what local capability
or freedom may be displaced.

8.13.2 African ecosystems and regional opportunity

Africa contains multiple entrepreneurial ecosystems rather than a single continental startup market. Nairobi, Lagos,
Cape Town, Cairo, Kigali, Accra and other hubs differ in sector specialization, capital depth, regulation, talent and cross-
border connections. Digital infrastructure can widen reach, yet physical logistics, identity, payments, taxation and language
remain locally embedded. Regional integration under the African Continental Free Trade Area can enlarge the addressable
space for some ventures, but it does not make borders, standards, customs, currency or local distribution disappear. Detailed
trade economics and law are developed later in Chapters 14 and 19; the founder-level lesson here is simply to treat regional
scale as an institutional hypothesis to test rather than an automatic market size.

8.13.3 Collaboration and entrepreneurial negotiation

Stakeholder engagement is not merely communication. It involves exchange of information, commitments, risks, rights
and expectations. Founders negotiate with employees over uncertain roles, suppliers over credit, customers over pilots,
regulators over compliance pathways, communities over local effects and investors over governance. Chapter 6 established
the distinction between interests, positions and alternatives. Entrepreneurial negotiation adds severe resource asymmetry. A
founder may need a dominant platform, anchor customer or distributor much more than the counterpart needs the startup.

Responsible negotiation therefore requires more than clever tactics. Terms should be understandable, material risks
disclosed, commitments proportionate to capability and promises kept. A founder should preserve alternatives where
possible, document decision rights, avoid exclusivity that exceeds the value received, and identify dependencies that could
later become coercive. Power is a business fact and a moral responsibility.

Table 8.11. Entrepreneurial ecosystem map
Value / resource contributed Risk or dependency to examine
Customers / users Revenue, feedback, legitimacy, referrals Concentration, vulnerability, switching, privacy and redress.

Unpaid risk shifting, unclear equity promises, burnout, worker

Employees / contractors Skill, judgment, relationships, execution classification.
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Value / resource contributed Risk or dependency to examine

Suppliers / distributors Inputs, reach, working capital, local knowledge Concentration, quality, payment terms, conduct risk.

. . . - n Control, time horizon, currency, mission drift, covenant
Finance providers Capital, networks, signaling

pressure.

Government / regulators Licenses, public infrastructure, rules, procurement ((::t:)anr:gélance, discretionary power, corruption exposure, policy
Universities / accelerators | Talent, knowledge, mentoring, legitimacy Generic advice, selection effects, donor or sponsor incentives.
E:gt\f%rgss I technology Infrastructure, APIs, distribution Fee changes, data dependence, lock-in, access termination.
CammEsy Social license, local knowledge, labor pool Externalities borne without direct contractual voice.

noncustomers

Source/Note: Author's synthesis, informed by stakeholder and entrepreneurial-ecosystem perspectives.
8.14 Theory of Change, Impact Measurement and Evaluation

8.14.1 Impact begins with a causal story, not a dashboard

Impact-oriented ventures frequently begin with a morally serious aspiration and then weaken it by measuring what is
easiest. App downloads, training sessions, loans disbursed, farmers registered or tonnes collected are outputs. They may be
necessary for change, but they do not prove that the intended outcome occurred. A theory of change makes the causal story
explicit: what resources and activities produce which outputs; how those outputs are expected to alter behavior, capability or
conditions; what assumptions connect the stages; which external actors matter; and what longer-term changes are plausibly
influenced.

THEORY OF CHANGE: FROM ACTIVITY TO CONSEQUENTIAL CHANGE

Inputs Activities Outputs Outcomes Longer-term impact
resources + changes in behavior or durable change beyond
capabilities what the venture does direct deliverables Gl o R ERTEn e

ASSUMPTIONS + CONTEXT + PARTNER BEHAVIOR + TIME LAGS

Evaluation asks what changed, why, for whom, relative to what plausible alternative, and with what unintended effects.

Figure 8.6. Theory of change: from activity to consequential change.
Source/Note: Author's synthesis, informed by theory-based evaluation and impact-evaluation literature including White (2009), Mayne (2012), and Gertler et al.
(2016).

8.14.2 Inputs, activities, outputs, outcomes and impact

Inputs are resources such as capital, staff, data, equipment and partnerships. Activities are what the venture does.
Outputs are the immediate products or services delivered. Outcomes are changes in behavior, capability, access, cost, quality
or condition that follow. Longer-term impact refers to broader durable effects, usually farther from the venture's direct
control. The categories are relative to the causal chain. A loan can be an output for a lender and an input into a customer's
enterprise; higher enterprise investment can be an intermediate outcome; household welfare may be farther downstream.

The distinction matters because output growth can coexist with weak or harmful outcomes. A training venture can
increase course completions without improving competence. A lending platform can increase disbursement while worsening
over-indebtedness. An agricultural marketplace can increase transactions while shifting price risk to small suppliers.
Founders should therefore identify one or two primary outcomes that express the core value mechanism, then monitor
possible harms and distributional effects alongside them.

8.14.3 KPIs, metrics and quality assurance

Key performance indicators should sit inside a measurement architecture rather than become a disconnected scorecard.
Venture health may require metrics for demand, customer value, economics, operations, quality, people, cash, risk and
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impact. Each indicator needs a definition, unit, denominator, data source, owner, frequency and decision threshold. Chapter
4 established data-quality requirements; Chapter 5 explained why metrics can become targets and invite gaming. Founders
should preserve source data, document metric changes and distinguish operational monitoring from independent evaluation.

Quality assurance asks whether the product or service consistently meets the specifications necessary for value and
safety. Impact evaluation asks whether consequential outcomes changed and why. These are related but different. A solar
installer can achieve perfect installation quality while household energy spending fails to fall because usage patterns change.
Conversely, a program can report a positive average outcome while quality failures expose a subgroup to serious risk.
Responsible ventures need both process quality and outcome evidence.

8.14.4 Attribution, contribution and counterfactual reasoning

Attribution asks whether the venture caused the observed change relative to a credible counterfactual: what would have
happened without the intervention? Randomized experiments can provide strong causal evidence when ethical and feasible;
quasi-experimental methods can construct credible comparisons under stated assumptions; longitudinal or contribution
analysis can test whether the proposed causal mechanism is supported when a clean counterfactual is unavailable (Gertler et
al., 2016; Mayne, 2012; White, 2009). Founders should not imitate causal language merely because it sounds stronger.
When evidence shows association or contribution, say so.

Causal evidence is also local to a context. An experiment showing that a reminder increases repayment for one customer
base does not prove that a different reminder, country or economic period will produce the same effect. Impact claims
should therefore state the population, intervention, comparison, time horizon and uncertainty. This is especially important
when impact metrics enter fundraising, procurement or public policy because incentives to overclaim become strong.

8.14.5 Evaluation frameworks are tools, not moral authorities

The OECD's revised evaluation criteria offer six commonly used lenses: relevance, coherence, effectiveness, efficiency,
impact and sustainability (OECD, 2019). They can help ventures and funders ask whether an intervention addresses a real
need, fits its context, achieves objectives, uses resources well, makes a consequential difference and produces benefits that
endure. These criteria are not self-validating moral standards. Their application still requires judgment about whose needs
count, which outcomes matter, what distribution of costs is acceptable and how local institutions or sovereignty are affected.
A venture should use standards for disciplined comparison without outsourcing moral responsibility to a framework label.

Table 8.12. Building an impact-evidence architecture

Baseline measures, market records, customer histories,

i iti i ?
Need / baseline What condition exists before the venture acts? validated qualitative evidence.
Activity / output What did the venture actually deliver? Transactions, service records, trained users, installed units,
response times.
Quality Was delivery safe, complete and consistent? pefects, complaints, audit records, service-level measures,
incident reports.
Outcome What changed for customers or other affected actors? B_ehe_lqur, CEST, e, G1oRess, QUi o velol iy, 0sel e
risk indicators.
Counterfactual / What would plausibly have happened otherwise, and ' Randomized or quasi-experimental comparison, matched trends,
contribution what alternative explanations remain? contribution analysis, triangulation.
S . . Subgroup estimates, geography, income, gender, disability, firm
?
Distribution For whom did results differ? size or other relevant segmentation.
. . . A Complaints, labor effects, displacement, resource use, debt
n ) ) ) )
Unintended effects What changed outside the intended objective? stress, market or community effects.
- Do benefits and capabilities persist after the Repeat behavior, later follow-up, maintenance, institutional
Durability n S - . - ! A
immediate intervention? adoption, financial sustainability.

Source/Note: Author's synthesis. Evaluation design should be proportionate to the claim and decision; not every venture requires a randomized impact
study.
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EVIDENCE CHECK | Impact evidence should become stronger as the claim becomes stronger. ‘Customers used the service'
requires credible usage records. '‘Customers reported improvement' requires transparent survey design. 'The venture caused
improvement' requires a credible counterfactual or an appropriately qualified contribution argument. Language should never
outrun design.

8.15 Scaling, Replication and Sustainable Growth

8.15.1 Scale amplifies the system that already exists

Scaling means increasing the reach or intensity of a venture's value-creation mechanism. The central error is to equate
scale with hiring, fundraising or geographic presence. Growth amplifies whatever is inside the operating system. If
customers retain because they receive durable value, growth can compound that value. If service quality depends on heroic
founder intervention, scaling multiplies exceptions. If unit economics are negative, faster growth accelerates cash loss. If a
harmful incentive is embedded in the model, scale enlarges the harm.

SCALING READINESS IS MULTIDIMENSIONAL

Growth should amplify a working value-creation system, not unresolved defects.

Unit economics + Operational Team + partner Impact + risk

repeatability capability controls Scale decision

Validated demand

Scale, replicate, license, partner, pause or remain deliberately small.

Figure 8.7. Scaling readiness is multidimensional.
Source/Note: Author's synthesis, integrating venture-growth, organizational-capability, impact and responsible-innovation considerations.

8.15.2 Scaling modes

A venture can grow by deepening within one segment, expanding geographically, adding products, franchising,
licensing, forming partnerships, embedding with larger organizations, digitizing delivery or enabling others to replicate a
method. These modes differ in capital intensity, control, speed, quality assurance and local adaptation. DeSantola and Gulati
(2017) show that scaling young organizations requires structures that evolve from informal founding arrangements toward
greater specialization, coordination and formalization. The practical challenge is to add enough structure to preserve quality
without destroying learning speed.

Table 8.13. Scaling modes and founder trade-offs

Scaling mode Potential advantage Critical risk

Deeper penetration in current

segment Learning compounds in a familiar context Saturation or dependence on one customer group.
Geographic expansion Larger addressable market and diversification Institutional, cultural, logistical and regulatory variation.
New product / adjacent job Higher share of customer value Complexity and dilution of product-market fit.
Franchising Capital-light expansion through local operators Quality, brand, training and incentive control.

Licensing Rapid diffusion of intellectual assets Loss of control, weak implementation, knowledge

leakage.

Strategic partnership /
embedded distribution

Partner dependence, bargaining power, customer-data

Access to installed channels and legitimacy
access.

Platform dependence, cybersecurity, exclusion and

Digital replication Low marginal distribution cost for some services
support gaps.

Weak revenue capture and inconsistent implementation
quality.
Source/Note: Author's synthesis. Detailed internationalization architecture is developed in Chapters 15-16.

Open / mission replication Wider social diffusion beyond the firm
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8.15.3 Premature scaling and the survival gap

GEM's 2025/2026 report warns that high startup activity does not translate automatically into established businesses
(GEM, 2026). At firm level, premature scaling occurs when fixed cost, hiring, geographic expansion or acquisition spend
outruns validated demand, repeatable operations and financing capacity. A venture can appear to grow while moving farther
from sustainability. Founders should therefore use staged commitments: prove the demand mechanism, prove delivery, test
unit economics, build the capability needed for the next scale step, and verify that impact controls survive the transition.

8.15.4 Sustainable growth is not a synonym for ESG compliance

Sustainable growth in this chapter means growth that can endure economically and operationally without violating the
venture's legitimate obligations to people, institutions and the created environment. Chapter 21 will examine environmental
sustainability, circularity and ESG frameworks directly. Here the founder-level question is narrower: does the growth model
depend on hidden subsidies, unpaid labor, fragile debt, regulatory arbitrage, depletion of a critical resource, or externalized
harm that would make the apparent economics unsustainable if properly recognized?

8.16 Digital Entrepreneurship, Artificial Intelligence and Responsible Innovation

8.16.1 Digital technologies change the cost of experimentation and scale

Digital entrepreneurship differs from earlier venture formation because software, cloud services, APIs, platforms, digital
payments and data can sharply reduce some costs of creation, distribution and experimentation. Nambisan (2017) argues
that digital technologies make entrepreneurial processes and outcomes more fluid, less bounded and more distributed; Autio
et al. (2018) likewise show how digital affordances can alter opportunity, scaling and ecosystem structures. A software
venture can test interfaces globally before owning physical infrastructure, while an African commerce venture can combine
mobile payments, agents and messaging rather than replicate a branch network.

Digital scale is nevertheless selective. Software can move globally while trust, regulation, identity, payments, last-mile
delivery, language and customer support remain local. Network effects can create strong advantages but also concentration
and gatekeeper power. Venture design should therefore distinguish what actually has low marginal cost from what merely
looks digital at the customer interface while expensive human or physical work remains underneath.

8.16.2 Al as capability, product and venture dependency

Generative and predictive Al can support coding, content, customer support, document analysis, forecasting, translation,
personalization and prototyping. It can also become the product itself or an embedded component of another service. The
entrepreneurial temptation is to infer opportunity from technical capability: because a model can generate, classify or
predict, a venture should automate the task. That inference is incomplete. The founder must still establish customer value,
accuracy under local conditions, data rights, cybersecurity, cost, latency, contestability and responsibility when the model is
wrong.

GEM (2026) identifies an emerging Al-readiness gap across entrepreneurial ecosystems. Such survey expectations
should not be interpreted as evidence that every startup needs Al. In some ventures, a simpler database, process redesign or
trained human service can outperform a model on cost, reliability and accountability. Al should enter the business model
when it improves a validated value mechanism, not because investors or competitors use the vocabulary.

8.16.3 Synthetic evidence is not customer evidence

Large language models can generate plausible personas, simulated interview answers and market narratives. These
outputs can help teams prepare questions or identify alternative hypotheses, but they are synthetic. They do not constitute
observed customer demand. Training data may underrepresent local languages, informal-sector practices, rural contexts or
recent regulatory changes. Using synthetic users as a substitute for field discovery can therefore make a venture more
confidently wrong. Any Al-supported research workflow should label synthetic material, protect confidential data, verify
factual claims and preserve a human record of the actual evidence used for decisions.

8.16.4 Responsible innovation

Stilgoe, Owen, and Macnaghten (2013) propose four dimensions of responsible innovation: anticipation, reflexivity,
inclusion and responsiveness. Applied to entrepreneurship, anticipation asks what plausible downstream consequences
deserve attention; reflexivity asks which assumptions, interests and limits shape the founders' view; inclusion asks whose
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knowledge and affected interests are missing; responsiveness asks whether the venture can change direction when evidence
or social concern reveals a problem. The framework is useful because it turns ethics into part of innovation governance
rather than an after-launch review. It should still be applied critically and proportionately; inclusion does not mean every
stakeholder receives veto power, and anticipation cannot predict every consequence.

RESPONSIBLE INNOVATION TEST | Before deploying a consequential technology, ask: What failure modes and externalities
are plausible? What assumptions are we making about people or institutions? Who bears the error if the system is wrong? Who can
challenge the decision? What evidence would cause us to redesign, limit or stop the product?

8.17 African Case: M-KOPA From Opportunity Architecture to Impact Claims

8.17.1 Opportunity: affordability was only one part of the problem

M-KOPA's model is analytically valuable because it demonstrates opportunity architecture rather than a single
invention. The target customers include people whose incomes may be regular in activity but irregular in formal payroll
terms, weakening access to conventional collateralized or salary-based credit. The venture combines a financed asset, daily
or flexible payments, software controls, a proprietary data layer, distribution agents and later financial services. The
customer proposition is therefore not merely device ownership; it is access through a payment and underwriting structure
fitted to a different income pattern.

From a discovery perspective, the model implies several validated or continually tested hypotheses: customers value
earlier access enough to accept financing cost and repayment discipline; payment frequency fits cash-flow patterns; agents
can acquire and support customers cost-effectively; device-linked technology can manage risk; and the service remains
compliant across different national regimes. Growth across Kenya, Uganda, Nigeria, Ghana and South Africa also means
that the same core model must operate through different languages, regulations, competitive environments and customer
economics.

8.17.2 Economics and capability

Asset finance creates a working-capital problem before it creates revenue. The venture must procure or produce devices,
distribute them and wait for customer payments over time. Credit losses, currency exposure, device cost, agent
commissions, servicing, collections and financing cost all affect unit economics. M-KOPA's scale therefore cannot be
understood from customer counts alone. It depends on capital structure and risk management that Chapter 17 and Chapter 18
will later examine from international-finance and investment perspectives. For the Chapter 8 founder, the lesson is that a
business model can convert an excluded customer into an economically reachable customer only if the full cash and loss
mechanism works.

8.17.3 Impact claims require evidence architecture

M-KOPA's 2025 impact page reports more than US$2 billion in credit unlocked, more than 7 million customers reached,
2.5 million first-time mobile internet users and a large network of agent livelihoods (M-KOPA, 2025). These indicators
support claims about operating scale and what respondents or company records report. They do not by themselves identify
the causal effect of the venture on income, welfare, gender equality or long-term financial resilience. A strong impact
evaluation would need clear outcome definitions, transparent sampling, treatment of customers who exit, appropriate
comparison logic and analysis of adverse outcomes such as repayment stress or privacy harms.

8.17.4 What a founder should learn from the case

The first lesson is that opportunity can reside in the transaction architecture rather than the physical product. The second
is that technology, distribution and finance can be complements; optimizing one while ignoring the others breaks the model.
The third is that African scale is contextual rather than uniform. The fourth is that inclusion claims create additional duties:
transparent terms, proportionate data use, fair collections, understandable redress and serious evaluation of who may be
harmed. Scale increases both capability and responsibility.

Table 8.14. M-KOPA through the Chapter 8 venture lens

What the case illustrates Question that remains open to evidence
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What the case illustrates Question that remains open to evidence

Customers excluded by conventional salary, collateral or Which subsegments benefit most, and who is still poorly
Problem / segment - -
device-affordability models served?

. Asset access + flexible payment + agents + data + financial Which component contributes most to value and which creates
Business model

services the largest risk?
. . Longer repayment stream must cover device, capital, How sensitive are economics to default, currency, agent
Unit economics : o Lo . - 5
service, loss and distribution costs productivity and financing cost?

Which elements are standardized and which require local

Scaling Core architecture replicated across five markets adaptation?
Impact Company reports reach, inclusion, connectivity and Which outcomes are independently verified or causally
P livelihoods attributable?

Credit and data can enable access while creating asymmetric ~ Are terms, data use, collections and redress proportionate to

Ethics power customer vulnerability?

Source/Note: M-KOPA (2025) and author's analysis. The company is used as a teaching case, not as an endorsement of every commercial or impact claim.
8.18 Global Comparative Case: Airbnb, Platform Innovation and Externalities

8.18.1 Creating a market by lowering transaction friction

Airbnb illustrates a different entrepreneurial mechanism. The platform did not need to own hotel inventory. It reduced
search, matching, reputation and payment frictions between hosts with spare accommodation capacity and guests seeking
short-term stays. The innovation combined digital identity, listings, reviews, payments and marketplace governance. In
platform terms, the venture's value rises partly from participation on both sides, creating a growth dynamic unlike a
conventional inventory-owning accommodation firm.

By fiscal year 2025, Airbnb reported US$12.241 billion in revenue, US$91.3 hillion in gross booking value and 533
million nights and seats booked, with net income of about US$2.5 billion (Airbnb, 2026). These audited or filed operating
measures establish commercial scale, not a complete welfare assessment. At this size, marketplace rules, host behavior, local
regulation and housing-market responses become part of the venture environment rather than peripheral issues.

8.18.2 Competition can create consumer value and incumbent loss simultaneously

Zervas, Proserpio, and Byers (2017) estimate Airbnb's effect on the Texas hotel industry and find that, in Austin where
Airbnb supply was highest, the impact on hotel revenue was in the 8% to 10% range for the most exposed context, with
effects concentrated among lower-priced and non-business hotels. They also find that part of the competitive response
occurred through lower hotel prices, benefiting consumers. This is a useful reminder that ‘impact' depends on the perspective
and counterfactual. Incumbent revenue loss is not automatically social harm if competition lowers prices or expands choice;
nor does consumer benefit erase other consequences.

8.18.3 Third-party effects appear when scale changes asset use

Barron, Kung, and Proserpio (2021) examine U.S. housing markets and estimate that greater Airbnb presence increased
rents and house prices, with stronger effects where owner-occupancy was lower. At the median owner-occupancy rate in
their data, a 1% increase in Airbnb listings was associated, under their instrumental-variables design, with a 0.018% increase
in rents and a 0.026% increase in house prices. The estimates are context-specific and method-dependent, but they illustrate
a core entrepreneurial ethics problem: a venture can create voluntary value for hosts and guests while changing the
availability or price of a resource for nonparticipants.

The founder-level lesson is not that platform entrepreneurship is wrong. It is that product-market fit and social
legitimacy operate at different boundaries. The customers who choose the product are not always the only people affected.
As scale grows, externalities that were negligible at pilot stage can become material. Responsible scaling therefore requires
monitoring the wider system and adapting rules, product design or geographic intensity when evidence changes.

Table 8.15. M-KOPA and Airbnb: two venture architectures, one responsibility problem

Search, trust and transaction frictions in short-term

Core friction Asset affordability and access to conventional credit accommodation.
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Key complements Financing, agents, devices, software, data, regulation Hosts, guests, reviews, payments, digital platform, local rules.
Scaling logic Replicate financed-service architecture across markets Two-sided participation and flexible supply.

Credit loss, working capital, currency, distribution and

Primary economic risk .
service cost

Network liquidity, trust, platform governance and regulation.

Financial and digital inclusion versus debt, data and Consumer/host value versus incumbent effects and housing-

Impact tension conduct risks market externalities.

Opportunity requires a complete operating and financing Scale can transform third-party consequences even when
mechanism. direct users benefit.

Source/Note: Author's synthesis from M-KOPA (2025), Zervas et al. (2017), and Barron et al. (2021).

Chapter 8 lesson

8.19 Faith, Ethics and Moral Reasoning in Entrepreneurship

8.19.1 Entrepreneurship as creative service and stewardship

Christian moral reasoning begins with the person and the entrusted world, not with the startup. Human beings bear
dignity and are commissioned to exercise responsible dominion and cultivation. The creation mandate in Genesis 1:26-28
and the call to work and keep the garden in Genesis 2:15 support a theology of work in which creativity, cultivation,
ordering and care can be forms of stewardship. Entrepreneurship can therefore be understood as creative service: perceiving
a need or possibility, organizing resources and bearing responsibility for how value is created and distributed. This
theological claim does not prove that entrepreneurs outperform other workers or that every startup is a calling. It supplies a
moral frame for purpose and means.

Stewardship rejects both contempt for profit and worship of profit. A venture must normally capture sufficient value to
survive, compensate labor and capital, absorb risk and invest. Legitimate profit can therefore be a sign that scarce resources
are being organized in ways customers value. Profit becomes morally defective when it is generated through fraud, coercion,
exploitation, corruption, predation or the externalization of serious foreseeable harm. Economic viability is necessary for a
durable commercial venture; it is not a complete moral verdict.

8.19.2 Truthfulness in discovery, marketing and fundraising

Entrepreneurship creates repeated temptations to exaggerate. A founder may overstate the size of the market, call a pilot
a partnership, present gross transaction value as revenue, hide churn, imply that impact has been independently verified, or
describe uncertain forecasts as commitments. The biblical condemnation of dishonest weights in Proverbs 11:1 applies
directly to commercial representation: unequal information does not grant permission to manipulate measurement.
Truthfulness requires material facts to be stated in a form the relevant audience can reasonably understand.

This obligation applies to investors as well as customers. Pitching is persuasive communication, but Chapter 2
established that persuasion becomes manipulation when material evidence is omitted or distorted. Founders may present an
ambitious scenario, provided assumptions and uncertainty are visible. They may celebrate traction, provided the metric is
defined. They may describe intended social impact, provided intended, observed and causally demonstrated effects are not
collapsed into one claim.

8.19.3 Planning under uncertainty: prudence without presumption

Entrepreneurs must plan, yet uncertainty places a moral limit on confidence. Jesus' illustration of counting the cost
before building a tower in Luke 14:28-30 affirms prudent forethought in its immediate teaching context. James 4:13-16
warns against presumption about future plans and profit. Together these passages support disciplined planning joined to
humility: forecast, budget, prepare and commit, but do not convert a contingent future into a moral entitlement.

8.19.4 Neighbour-love and the people outside the transaction

A narrow market test asks whether buyer and seller voluntarily exchange. Christian ethics asks a wider question: what
does this action do to the neighbour, including the neighbour who is not a customer? Philippians 2:3-4 calls believers to
regard the interests of others rather than acting from selfish ambition. Applied to entrepreneurship, this does not mean every
external effect invalidates a venture. It means third-party harms, worker dignity, community effects and the distribution of
risk belong inside judgment rather than being excluded because they sit outside the invoice.
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8.19.5 Fair dealing, vulnerability and asymmetric power

Founders can be economically weak relative to investors and powerful relative to customers, contractors or gig workers.
Moral analysis should track the actual asymmetry rather than romanticize the startup as underdog. A credit venture can
control data and collections. A marketplace can deactivate a seller. An employer can ask early employees to accept below-
market pay on vague promises of future equity. A platform can design addictive engagement while describing every click as
preference. Fair dealing requires understandable terms, proportionate risk allocation, meaningful recourse and particular
care where the venture's profitability depends on customer vulnerability.

8.19.6 Responsible failure

Failure is not merely a founder's private disappointment. Suppliers may remain unpaid, employees may lose income,
customer deposits may be at risk and personal guarantees can affect families. Responsible entrepreneurship therefore
includes orderly failure planning: preserve accurate records, avoid taking money when delivery is no longer reasonably
possible, communicate early with creditors and employees, protect customer data, honor legal duties and resist fraudulent
attempts to hide insolvency. A failed experiment can still be stewarded faithfully; a founder's desperation does not make
deception legitimate.

Responsible failure also requires founders to distinguish a failed hypothesis from financial distress. Continuing to
experiment can be legitimate while the venture can meet its obligations and while stakeholders understand the risks. Once
the organization cannot reasonably meet debts or deliver promised goods and services, duties may change under applicable
insolvency, employment, consumer and company law. Because those duties vary by jurisdiction, founders should obtain
competent legal and accounting advice early rather than treating runway as a private founder metric. Moral responsibility is
broader than legal procedure, but it is not served by ignoring the legal protections created for creditors, workers, customers
and other affected parties.

8.19.7 Engaging alternative ethical perspectives fairly

Christian moral reasoning is not the only framework used in entrepreneurship. Consequentialist analysis asks which
option produces the best balance of benefits and harms. Deontological reasoning emphasizes duties and constraints such as
honesty, consent and promise-keeping. Rights-based approaches protect claims that should not be traded away for aggregate
benefit. Justice approaches examine distribution, opportunity and procedural fairness. Virtue ethics asks what kind of person
and organization repeated entrepreneurial choices form. Care ethics foregrounds relationship, dependence and attentiveness
to vulnerability. Stakeholder approaches examine obligations among groups connected to the venture. These perspectives
often converge on practical concerns even when their foundations differ.

The strongest professional judgment distinguishes empirical disagreement from moral disagreement. Parties may share a
moral concern yet dispute whether a product actually causes harm. They may agree on the evidence yet disagree about how
risk should be distributed. Christian entrepreneurs should state biblical and theological commitments confidently while
remaining open to correction on empirical claims. Faith does not license weak evidence; it intensifies the obligation to truth.

Table 8.16. Moral questions across the venture journey

Technical question Moral question

Is the venture serving a legitimate need or monetizing vulnerability,

i i ?

Opportunity selection Is the problem valuable and addressable? vice or deception?
Customer discovery What evidence reveals behavior and unmet need? gr;g;:é%lpants e i 17 el 19 S B (e e
Business model How will value be created and captured? Who bears cost or risk without meaningful voice, and are terms fair?

. . Is the learning value proportionate to participant risk and is

?
Experiment What uncertainty can be reduced? deception avoidable?
Fundraising What capital is needed for which milestone? ﬁgﬁgﬁi};on’ forecasts, risks and impact claims represented
Employment What capability does the venture need? Are V\{orkers treated as persons rather than disposable inputs,
especially under startup pressure?

Al / data Can automation improve value or economics? Are privacy, bias, contestability, security and human responsibility

preserved?
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Technical question Moral question

Will scale amplify hidden exploitation or externalities, and what

Scaling must change before growth?

Can the model grow repeatedly?

What duties remain to customers, employees, creditors, partners and

Failure data subjects?

Can the venture continue as a going concern?

Source/Note: Author's synthesis. Chapter 13 develops comprehensive business ethics and corporate-governance theory; this table applies a founder-
specific lens.

8.20 Professional Practice Tool: The VENTURE Stewardship Protocol

Entrepreneurship becomes more reliable when founders repeatedly ask the same disciplined questions as evidence
accumulates. The VENTURE Stewardship Protocol is an integrative decision tool for moving from discovery to scale
without allowing urgency, investor enthusiasm or attachment to an idea to outrun evidence. It is not a substitute for
specialist accounting, marketing, operations, legal or investment analysis developed later in this book. Its purpose is to

create a founder-level audit trail of the venture's most consequential assumptions, commitments and moral boundaries.
Table 8.17. The VENTURE Stewardship Protocol

Step Founder question Minimum ewdence BEIEE Moral and professional guardrail
commitment

V: Verify the
problem

E: Establish the
opportunity thesis

N: Name the critical
hypotheses

T: Test at
responsible cost

U: Understand the
economics and cash

R: Relate
stakeholders and
resources

E: Evaluate impact
and scale

Whose problem is this, how serious
is it, and what mechanism creates it?

Why might this problem support a
venture now?

Which assumptions must be true for
the model to work?

What is the cheapest ethical test that
could change the decision?

Can value be captured repeatedly
before cash runs out?

Who enables, constrains, funds,
executes and bears effects?

What changes, for whom, and what
happens if the model expands?

Observed behavior, current workaround,
segment-specific evidence, context scan

Change signal, willingness or ability to pay,
institutional feasibility, alternative solutions

Explicit customer, value, channel, revenue,
cost, capability, partner and risk hypotheses

Pre-specified metric, threshold, sample or

observation plan, learning objective

Contribution margin, acquisition cost,

retention evidence, break-even logic, burn

and runway

Stakeholder map, partner commitments,
capability gaps, legal and ecosystem
dependencies

Theory of change, outcome indicators,
unintended-effects scan, repeatability and
control evidence

Do not manufacture urgency or claim a
system problem the venture cannot
influence.

Distinguish a socially important problem
from a commercially viable opportunity.

Surface assumptions that would be
embarrassing or inconvenient if false.

Do not expose customers or workers to
disproportionate harm merely to accelerate
learning.

Do not use growth or gross transaction
value to conceal weak margins or
insolvency risk.

Treat contracts, consent and bargaining
asymmetry as substantive responsibilities.

Scale only what remains economically,
operationally and morally defensible at
larger volume.

Source/Note: Author-developed integrative protocol for this chapter. It synthesizes evidence from opportunity, experimentation, business-model,
stakeholder, impact and responsible-innovation traditions.

A founder should complete the protocol at major commitment points rather than only at incorporation. Useful trigger
points include the first paid pilot, a material change in pricing, the first employee hire, entry into a regulated activity,
acceptance of external capital, entry into a second city or country, and any change that substantially increases the number of
people exposed to the venture's product or data practices. The value of the protocol is longitudinal: a decision log shows
which assumptions were revised, which warnings were ignored and whether later success or failure arose from insight, luck,
disciplined learning or unrecognized external conditions.

PRACTICE TOOL | At every major commitment, write a one-page venture decision record: the decision, alternatives considered,
decisive evidence, unresolved uncertainty, cash consequence, stakeholder consequence, ethical boundary, person accountable and
date for review. A decision record prevents retrospective storytelling from replacing learning.
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8.21 Common Misconceptions, Analytical Errors and Professional Pitfalls

Entrepreneurship is unusually vulnerable to survivorship bias because visible success stories are easier to study and
remember than abandoned ventures. It is also vulnerable to narrative compression: years of experiments, financing
constraints, regulatory negotiations and chance events are retold as a simple sequence from insight to execution. The
following recurring errors deserve explicit correction.

Table 8.18. Common entrepreneurial misconceptions and corrections

Misconception or pitfall Why it is wrong Professional correction

A large social problem
automatically creates a large
market.

The founder must have a
completely original idea.

Customer interviews validate
demand.

An MVP is simply the cheapest
low-quality product.

More users always mean more
traction.

Revenue growth proves a scalable
business model.

Startup valuation tells the venture
what it is worth economically.

Impact equals activity volume.

Failure proves the founder lacks
entrepreneurial ability.

Pivoting is always agile and
therefore good.

Africa is one startup market.

Al can replace customer
discovery.

Need, willingness to pay, payer identity, accessibility
and institutional feasibility can differ sharply.

Many ventures recombine existing technologies,
processes, channels or institutions.

People may be polite, hypothetical or poor predictors
of their own future behavior.

A weak prototype may test nothing because failure can
reflect poor execution rather than a wrong hypothesis.

Users can be unprofitable, subsidized, one-time or
acquired through unsustainable spend.

Revenue can grow while contribution margin, working
capital or support burden deteriorates.

Financing valuations reflect negotiation, expectations,
rights and market conditions, not a timeless intrinsic
truth.

Training sessions, loans issued or devices sold are
outputs, not demonstrated changes in wellbeing or
behavior.

Outcomes mix skill, market conditions, timing,
financing, execution and luck.

Frequent redirection can be avoidance of disciplined
testing or commitment.

Countries, cities, regulations, currencies, infrastructure,
capital markets and customer segments differ
substantially.

Synthetic personas and generated market narratives
reproduce training-data assumptions and cannot prove
willingness to pay or local behavior.

Source/Note: Author's synthesis from the chapter evidence and scope boundaries.

Separate problem magnitude from addressable demand and
from the venture's credible sphere of influence.

Evaluate whether the combination creates superior value
under current conditions.

Progress from narrative evidence toward behavior,
commitment, payment, retention and referral evidence.

Build the minimum artifact capable of generating decision-
relevant learning safely.

Pair growth with retention, contribution margin, acquisition
cost, cash and cohort evidence.

Examine marginal economics, process repeatability, service
quality and financing needs.

Use Chapter 18 for valuation and deal mechanics; here
focus on milestones, evidence and capital need.

Use a theory of change and match claim strength to
outcome and counterfactual evidence.

Conduct a structured post-mortem that separates
controllable decisions from external shocks.

Pivot only when named evidence invalidates a material
hypothesis or reveals a superior one.

Treat continental patterns as priors and validate country,
city and segment conditions directly.

Use Al to support analysis and prototyping, then verify
with real customers, current data and accountable human
judgment.

8.22 Chapter Synthesis: What the Entrepreneur Now Knows

Entrepreneurship is not a sequence of inspirational stages but a discipline of commitment under uncertainty. A founder

begins with a problem whose causes, affected persons and institutional context must be understood before a preferred
solution is privileged. Opportunity then becomes a set of hypotheses about customer behavior, value, technology, channels,
costs, partners, cash and legitimacy. Customer discovery, prototyping and experiments are valuable because they expose
these hypotheses to evidence while commitments remain reversible enough to learn. A business model becomes credible
only when these pieces reinforce one another and when the venture can capture sufficient value to continue serving
customers without hiding losses in subsidies, unpaid labor or externalized harm.

The chapter has also shown why growth and impact require separate evidence. Acquisition without retention is leakage.
Revenue without contribution can magnify loss. Profit without cash can still produce failure. Outputs without outcome
evidence do not establish social impact. Company-reported impact can illuminate intended mechanisms while remaining
insufficient for causal attribution. Scaling can increase value, but it also amplifies defects, bargaining power, data exposure
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and third-party effects. Responsible entrepreneurship therefore asks not merely whether the venture can grow, but what
exactly will be multiplied if it does.

The theoretical traditions developed here are complementary rather than interchangeable. Knight clarifies uncertainty;
Schumpeter innovation; Kirzner discovery; opportunity-creation theory endogeneity; effectuation means-driven action;
bricolage resourcefulness; Lean and scientific experimentation learning; ecosystem perspectives the relational and
institutional conditions around ventures. None should be turned into a universal formula. Good entrepreneurial judgment
selects the perspective that illuminates the present uncertainty and remains willing to change the model when evidence,
economics, law or moral responsibility requires it.

Christian moral reasoning gives the venture a purpose beyond survival and a boundary beyond legality.
Entrepreneurship can be creative service and stewardship when it organizes resources to meet legitimate needs truthfully,
treats customers and workers as persons, earns profit through fair dealing, attends to neighbours outside the transaction, and
accepts responsibility for foreseeable consequences. Faith does not replace market evidence, financial discipline or technical
competence. It requires greater honesty about them.

8.23 Hand-off to Chapter 9: From Venture Claims to Accounting Evidence

A founder can now describe a problem, test a value proposition, calculate provisional unit economics, design
experiments, engage an ecosystem, prepare for financing, evaluate impact and make a scaling decision. The next intellectual
problem is accountability for what actually happened in financial terms. Revenue recognized is not the same as cash
received. An asset is not the same as an expense. Founder capital, debt, customer deposits and profit create different claims.
Inventory, receivables, depreciation and working capital can change the economic picture even when a startup dashboard
looks healthy.

Chapter 9 therefore moves from entrepreneurial hypotheses and provisional startup metrics into the disciplined language
of financial accounting. It will show how transactions are recorded, how the accounting equation and double-entry logic
preserve internal coherence, how the income statement, statement of financial position and cash-flow statement relate, and
how financial reporting functions as a truth-telling and stewardship system. The transition is deliberate: entrepreneurship
creates commitments; accounting makes those commitments visible and auditable.

Key Terms

Table 8.19. Key terms for entrepreneurship, innovation and impact

Working definition in this chapter

Affordable loss ;I'uhceczgount of downside a decision maker can responsibly accept before knowing whether the opportunity will

Bricolage Entrepreneurial recombination and use of resources already at hand to address new problems or opportunities.

Break-even volume The number of_umts or active customers required for total contribution to cover relevant fixed operating costs under
stated assumptions.
. The connected logic through which a venture creates, delivers and captures value through activities, resources,
Business model ) : :
relationships and revenue-cost mechanisms.
—_ Acquisition expenditure divided by the number of new customers attributable to that expenditure under a defined
Customer acquisition cost (CAC) : H
period and attribution rule.
. Systematic inquiry into customers, users, payers, workarounds, behavior and unmet needs before major solution
Customer discovery -
commitment.
. A means-driven logic of entrepreneurial action that begins with available identity, knowledge and relationships,
Effectuation - .
emphasizes affordable loss and allows goals to emerge through stakeholder commitments.
Entrenreneurial ecosvstem Interdependent actors, institutions, resources, networks and cultural conditions that shape entrepreneurial entry,
P Y experimentation, financing and growth in a place or domain.
. Implementation of a new or significantly improved combination of product, service, process, organization or business-
Innovation : :
model elements that creates consequential value in context.
A longer-term consequential change associated with an intervention or venture, whose attribution requires stronger

Impact evidence than activity or output counts alone.
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Working definition in this chapter

A concise hypothesis-oriented venture representation covering problem, customers, value proposition, solution,
Lean Canvas - e
channels, revenue, costs, key metrics and defensibility.
Lifetime value (LTV) 'I_'he_present or smpllfled_expected cor}trlbutlon g_enerated by a customer relationship over its economically relevant
lifetime, subject to retention and margin assumptions.
Minimum viable product (MVP) The_srpallest responsible product or service configuration capable of testing a material venture hypothesis with real or
realistic users.
. A potentially valuable course of entrepreneurial action arising from, discovered in or created through changes in needs,
Opportunity AN -
technology, institutions, resources or stakeholder commitments.
Pivot A material change in a venture hypothesis or model made because evidence invalidates a prior assumption or supports
a superior alternative.

Problem-solution fit Evidence that a meaningful target problem exists and that the proposed intervention plausibly addresses its mechanism.

A condition in which a sufficiently defined market repeatedly values, adopts and retains an offering at economics

Product-market fit capable of supporting the intended venture model.

The estimated time before available cash is exhausted at the current net burn rate, assuming no new financing or

UL material change in cash generation.

Scalin Expansion of a venture's reach, transactions, geography, capacity or organizational system while seeking to preserve or
g improve value creation, economics, reliability and responsible controls.

Theory of change An explicit causal account linking inputs and activities to outputs, outcomes and longer-term impact through stated

assumptions and contextual conditions.

Revenue and variable or attributable cost relationships at the level of a unit, order, customer, cohort or transaction used

Unit economics - ) -
to understand whether growth improves or worsens the venture's economics.

The specific benefit promised to a defined customer or user relative to available alternatives and the costs or frictions

Value proposition of adoption.

Source/Note: Definitions synthesize the sources and analytical usage developed throughout this chapter.

Concept-Check Questions

. Why is uncertainty, rather than small firm size, central to the entrepreneurial condition?

. How do Schumpeterian innovation and Kirznerian alertness describe different entrepreneurial mechanisms?
. What is the difference between opportunity discovery and opportunity creation?

. When is effectuation more useful than predictive planning, and when might it become insufficient?
. Why can bricolage be both an entrepreneurial strength and a scaling liability?

. How does a wicked problem differ from a merely complicated operational problem?

. Why should a founder distinguish the user, beneficiary, buyer and payer?

. What kinds of customer-discovery evidence are stronger than stated preference?

. How do desirability, feasibility, viability, institutional fit and integrity differ as opportunity tests?

. What is the analytical difference between a business model and a strategy?

. What does contribution margin reveal that revenue alone does not?

. Why can a venture with positive accounting profit still face a cash crisis?

©O© 00 N O O~ W N P
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. What makes an MVP informative rather than merely small?

[y
N

. How should a founder pre-specify an experiment's success threshold?

. What evidence should distinguish a legitimate pivot from undisciplined switching?

. Why are acquisition and retention analytically inseparable in early go-to-market learning?

. What does financing readiness require before valuation and deal mechanics become relevant?
. How do outputs, outcomes and impact differ?

. Why does a theory of change not by itself prove causal impact?

O N T
O © o N O U

. What additional risks appear when an Al-enabled or platform venture scales?
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Higher-Order Analytical and Critical-Thinking Questions

1. A city has severe youth unemployment. Critique the claim that the size of the problem proves a large market for a new job-matching
platform. What evidence would you require before concluding that a venture opportunity exists?

2. Compare an effectual and a causal approach to launching a cold-chain service in a market with volatile demand and incomplete
infrastructure. Which commitments should be made first under each logic?

3. A startup's monthly users triple while retention falls from 62% to 28%. Explain how two observers could honestly describe the same
venture as rapidly growing and as structurally weak. Which evidence should dominate the next decision?

4. Design an experiment to test willingness to pay for a new business-to-business service without misleading prospects about product
readiness. Specify the hypothesis, sample, metric, threshold, ethical limits and decision rule.

5. An entrepreneur can reduce CAC by collecting highly granular behavioral data. Build a decision argument that distinguishes what is
technically possible, legally permissible, economically attractive and morally legitimate.

6. Assess whether foreign venture-capital participation in African startups should be interpreted primarily as beneficial capital integration,
dependency, or neither. What evidence would be needed to evaluate the competing claims?

7. A social enterprise reports 100,000 beneficiaries and calls this “impact.” Construct a theory of change and explain what additional
evidence would be required to support progressively stronger impact claims.

8. When could choosing not to scale be the strategically and morally superior entrepreneurial decision? Develop criteria that separate
prudent focus from fear of growth.

9. Airbnb illustrates value creation for guests and hosts alongside possible third-party housing effects. How should a platform founder
incorporate costs borne by non-users into venture design and scaling decisions?

10. Explain why Christian stewardship can support entrepreneurial profit while rejecting both shareholder profit maximization as a
complete moral purpose and the claim that every socially desirable venture should continue regardless of economic viability.

Applied Venture Case: Imbuto ColdLink and the Discipline of Responsible
Expansion

Imbuto ColdLink is a fictional Rwandan venture created for integrative analysis. It operates modular, solar-assisted cold
rooms close to horticultural aggregation points and sells short-duration storage and dispatch services to small produce
traders, farmer groups and institutional buyers. The founders began after observing that some traders sold rapidly at
unfavorable prices because they feared spoilage. Early interviews suggested strong interest, but the team discovered that the
relevant problem was not simply lack of refrigeration. Traders also faced uncertain buyer arrival times, fragmented
transport, volatile farm-gate prices, weak packaging and limited working capital. The venture therefore narrowed its first
hypothesis: reliable short-duration cooling near an aggregation point could create value where avoidable spoilage and rushed
selling were material enough to exceed the service fee.

A six-month paid pilot at one site produced the operating data in Table 8.20. The team now has an opportunity to
expand to three additional sites. A development-finance partner is willing to fund equipment, but only if the founders can
demonstrate a credible operating model and impact case. A large buyer also offers a preferred-supplier arrangement if
ColdLink reserves 45% of each new site's capacity for its contracted suppliers. Some smaller traders worry that reserved
capacity would make service less available precisely when market congestion is highest.

Table 8.20. Imbuto ColdLink pilot economics and operating evidence

Ql\giga;ggrmonthly revenue per active RWF 118,000 Average conceals variation in customer size and storage frequency.
Average monthly variable operating cost
per active customer

Includes energy, handling and consumables attributable to use; excludes

RUF B2 00 fixed site staff and depreciation.

Monthly fixed operating cost RWF 8.6 million Expansion sites may not reproduce the pilot cost structure.

Average active customers per month 184 Activity is seasonal and ranges from 139 to 227.

Six-month customer retention 61% Some non-return may reflect seasonality rather than dissatisfaction.
Association-referral CAC RWF 92,000 ,:\Ststlrék;ﬁg)r?tls based on coded referral source, not randomized channel
Paid-digital CAC RWF 175,000 Small campaign sample and unusually strong launch promotion.
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Current cash reserve RWEF 76 million Excludes restricted grant funds.
Current net monthly burn RWEF 10.5 million Will change if the pilot site reaches positive operating cash contribution.
Produce volume handled during pilot 612 tonnes An output, not itself evidence of reduced spoilage.

Median 18% among survey

Customer-reported reduction in spoilage Self-report; 54% response rate; no matched comparison group.

respondents
Repeat institutional buyers 7of11 Buyer retention does not directly establish farmer or trader welfare.
- . Includes wait time, disputed weights and three temperature-excursion
Service complaints 31 formal cases

incidents.

Source/Note: Fictional teaching case. Values are constructed for analytical learning and do not describe a real firm.

Case tasks

1. Calculate the pilot contribution margin per active customer and the approximate monthly break-even number of active
customers. Interpret what the answer does and does not establish.

2. Calculate the simple CAC payback period for association referrals and paid digital acquisition using monthly contribution
margin. Which channel appears stronger, and what additional evidence would you require before reallocating spend?

3. Calculate runway at the current burn rate. Explain why the resulting number should not be treated as a deterministic survival
forecast.

4. Construct a problem-mechanism map for produce loss and identify which mechanisms ColdLink can directly influence, which
require partners, and which are outside the venture's reasonable sphere of control.

5. Design a stronger impact-evaluation plan for the claim that ColdLink reduces spoilage. State the outcome, unit of analysis,
comparison logic, major confounders and ethical or operational constraints.

6. Assess the proposed preferred-supplier arrangement. What commercial value could it create? What distributional or fairness
risks arise for smaller traders? Design a capacity-allocation rule that can be defended publicly.

7. Use the VENTURE Stewardship Protocol to decide whether expansion to three sites should occur immediately, in stages,
through a partner, or not yet. State the evidence that is decisive and the evidence still missing.

WORKED CALCULATION | Using the pilot averages, contribution per active customer is RWF 118,000 - RWF 63,000 = RWF
55,000 per month. Approximate operating break-even volume is RWF 8,600,000 / RWF 55,000 = 156.4, so at least 157 active
customers under the stated cost and price assumptions. Referral CAC payback is about 92,000 / 55,000 = 1.67 months, while paid-
digital CAC payback is about 175,000 / 55,000 = 3.18 months. Current runway is about 76 / 10.5 = 7.24 months. These
calculations are decision aids, not guarantees: seasonality, customer mix, expansion capex, collection delays, tax, maintenance and
changing contribution can materially alter them.

Ethical and Faith-Informed Dilemma: Access, Repayment and Device Restriction

A pay-as-you-go device venture sells productive smartphones and small business equipment through daily or weekly
instalments. The product expands access for customers who cannot afford the full upfront price. Repayment performance is
economically central because the venture finances inventory before collecting the full customer price. The company can
technically restrict selected device functions when instalments become overdue. A new machine-learning model predicts
delinquency more accurately than the existing rule and would allow the venture to intervene earlier. Management estimates
that earlier restrictions could reduce credit losses enough to lower prices for future customers.

The model also creates difficult cases. Some customers depend on the device for income generation. A restriction may
therefore reduce the very income required for repayment. Digital traces are incomplete for customers with irregular
connectivity. Some variables are correlated with location and low-income status. The model provider will not fully disclose
its feature-engineering process, citing intellectual property. Customer-service staff can override restrictions, but the
company has not defined consistent criteria or a rapid appeal process. The product contract permits restriction after default,
yet the proposed model would act on predicted risk before the contractual default threshold is reached.
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Dilemma questions

1.

Distinguish the venture's legitimate economic interest in repayment from the moral question of which enforcement means are
proportionate.

. Would a contractual right to restrict a device after default justify predictive restriction before default? Analyze legal compliance

and moral legitimacy separately.

. How should the venture value the possibility that restriction could worsen a customer's ability to repay?
. Which model-performance measures, subgroup analyses and data-quality checks are required before deployment?
. What information should customers receive about automated or Al-supported decisions, and what form of appeal or human

review is proportionate?

. Which variables, even if predictive, should be excluded because their use would be difficult to justify to customers or because

they proxy vulnerability without a legitimate causal rationale?

. Apply Christian principles of truthfulness, neighbour-love, stewardship, justice and accountability alongside consequentialist,

rights-based and justice perspectives. Where do the frameworks converge and where might they differ?

. Design a decision rule that preserves repayment discipline while reducing the risk of a self-reinforcing hardship cycle. State

who remains accountable for the final policy.

Data and Evidence Exercise: Acquisition, Retention and Burn

A fictional software-as-a-service venture serving small exporters has completed six months of commercial activity.

Management celebrates a fourfold increase in new customers from January to June. Use Table 8.21 to test whether that
headline adequately describes venture quality. Assume average monthly revenue per active customer is RWF 75,000 and
attributable monthly service cost is RWF 30,000. Treat the data as synthetic and do not infer causal channel effects from the
table.

Table 8.21. Synthetic six-month venture data

Acquisition spend Cohort retained after 3
) New customers CAC (RWF) months Net burn (RWF m)
6.4 80 7.8

January 80,000 68%

February 9.0 100 90,000 64% 84
March 133 140 95,000 57% 9.1
April 19.8 180 110,000 49% 10.7
May 30.0 240 125,000 42% 12.9
June 44.8 320 140,000 Not yet observed 15.6

Source/Note: Synthetic teaching data constructed for this chapter.

Analytical tasks

1

. Verify the CAC calculations and plot CAC across the six months. What trend is visible?
2.

Calculate monthly contribution per active customer and simple CAC payback for each month. What assumption makes this
payback measure especially fragile?

. Plot the observed three-month retention by acquisition cohort. Does the venture appear to be improving or worsening on this

dimension?

. Explain why the June cohort cannot yet have a comparable three-month retention value and why filling the missing cell with an

estimate would change the evidential status of the table.

. Calculate the percentage change in net burn from January to June. What additional cash information is needed to estimate

runway?

. Construct a compact management dashboard that contains no more than six metrics. Justify each metric in terms of a decision it

can change.

. Identify at least four plausible explanations for rising CAC that could not be distinguished from this aggregate table alone.
. Design one customer-discovery inquiry and one quantitative experiment that could help determine whether falling retention is

driven by product value, onboarding, customer mix, pricing or acquisition-channel quality.
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9. Write a two-paragraph board interpretation that distinguishes observed evidence, plausible explanations and recommended
action without overstating causation.
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