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Implication of Effectuation Theory related to Affordable Loss Concept
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Abstract This study examines whether startup firms start with the resources they already have and expand the
resources they can mobilize in the process of business management (Effectuation Model) using public data
provided by the government. The results of the study show that the Effectuation Model can partially explain the
behavior of early-stage startup firms. Therefore, in terms of policy implications based on these findings,
government policies for entrepreneurship should not be based on the selection of companies based on
sophisticated business models and hypothetical profit models, but rather on a system that actively supports
entrepreneurship in areas that are challenging, even if they seem somewhat reckless at the moment, or that best
match the entrepreneur's knowledge. Next, in order to actively spread entrepreneurship, it is necessary to spread
business history or entreprencurial experience. To this end, it is necessary to drastically change the current
financial system for startups, where the founder bears all the financial risk, and to more actively consider ways
to reduce the risk of startups by allowing society and the financial system to share some of the risk of
startups.
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Figure 1. Distribution of companies by company type
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Figure 3. Sales distribution by company type
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