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Abstract
The present monograph discusses one of the biggest yet least known causes of technology startup failure: 
systemic under-pricing of the Real Cost of Capital (CoC) by an entrepreneurial management team. Despite the 
fact that a lot of literature has been written about product - market, technical innovation, and contracting 
between venture capital and interested parties, there is still an area of blank hole in terms of research criticality 
on the interface between nancial theory and behavioral psychology of capital cost perception. Using behavioral 
nance theory and agency theory as well as strategy management, this study will assume that the problems 
related to entrepreneurial overconfidence, illusion of control, and dependency on measures of vanity lead to the 
misperception of risk. This leads to an apparent Cost of Capital (CoC_P) that is much lower than the true 
economic Cost of Capital (CoC_True) is.
This Cognitive Trap allows making non-optimal growth choices, i.e. premature scaling, unsuccessful capital 
investment, and pursuing Blitzscaling strategies with no underlying unit economics. The analysis divides the 
Weighted Average Cost of Capital (WACC) in high- incertitude environments by developing conceptual 
framework which links the source of the inevitable biases, that is, the cognitive bias, with the presence of 
financial perception gaps, hence challenging the applicability of the traditional models used in the corporate 
nance to the venture ecosystem. It also laps into the omission of non- Financial costs, such as the human capital 
strain, the geometrical progressive increase of dilution, and the opportunity cost of early specialization. This 
paper will conclude with realistic models of how the founders, investors, and accelerators can implement the 
principle of nancial-cognitive de-biasing to generate capital-client development paths in a post-ZIRP (Zero 
Interest Rate Policy) economic environment, with the help of intensive mathematical calculation, industry-
specific reasoning (SaaS, Deep Tech, Fintech) and failure-archetype investigation.
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