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Abstract

Venture diligence in capital-intensive and strategically 

sensitive industries such as DefenseTech and financial 

services requires evaluative frameworks that extend beyond 

traditional financial metrics. This paper presents a structured 

approach to multifactor market attractiveness and valuation 

scoring, integrating geopolitical risk assessments, regulatory 

compliance, technological maturity, and demand elasticity 

with conventional financial ratios and growth forecasts. By 

combining quantitative modeling with qualitative scenario 

analyses, the study develops a holistic methodology that 

addresses both investor imperatives and public interest 

obligations. The results suggest that while DefenseTech 

investments hinge heavily on security policy alignment and 

long procurement cycles, financial services ventures are 

more responsive to market fluidity, consumer confidence, 

and regulatory harmonization. The findings underscore the 

necessity of adapting diligence processes to sector-specific 

risk-return dynamics, advancing scholarly debates on 

valuation methodologies and providing actionable insights 

for investors, policymakers, and entrepreneurs. 
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1. Introduction 

Venture capital has traditionally relied on financial performance metrics such as revenue growth, EBITDA margins, and 

discounted cash flow analyses to assess the attractiveness of investment opportunities [1, 2]. However, the distinct features of 

DefenseTech and financial services ventures necessitate multifactor frameworks that address sector-specific complexities 

beyond balance sheets and profit-and-loss statements [3, 4]. These industries intersect not only with commercial viability but 

also with national security, systemic stability, and regulatory oversight, making them fundamentally different from consumer 

technology or lifestyle ventures [5, 6, 7]. 

The emergence of DefenseTech as a venture category stems from accelerated innovation cycles in artificial intelligence, 

autonomous systems, cybersecurity, and satellite technologies. Unlike traditional defense contractors, DefenseTech startups 

often operate with leaner structures, dual-use technologies, and private-sector capital sources [8]. Venture diligence in this 

domain requires careful balancing of opportunity assessment against geopolitical and ethical considerations. For example, an 

investment in a drone systems company must account for military procurement cycles, dual-use export controls, and shifting 

doctrines of conflict [9, 10]. Traditional financial models insufficiently capture these dynamics, motivating the need for 

multifactor scoring systems that integrate political risk and technology readiness levels. 

In financial services, venture diligence has likewise evolved in response to rapid technological disruption. The rise of fintech 

has challenged incumbent institutions while introducing new risks in cybersecurity, compliance, and consumer protection. 

Investors must evaluate not only financial viability but also regulatory compliance with frameworks such as Basel III, the 

Payment Services Directive, and evolving anti-money laundering (AML) standards [11]. Moreover, the sector’s sensitivity to 

macroeconomic volatility requires diligence models that incorporate indicators of monetary policy shifts, liquidity cycles, and 

digital adoption rates. Thus, multifactor frameworks in financial services must reconcile traditional risk-return analysis with 
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dynamic assessments of regulatory exposure and technology 

adoption [12, 13]. 

The inadequacy of conventional due diligence models is 

further underscored by crises and black swan events. The 

COVID-19 pandemic revealed vulnerabilities in both 

defense supply chains and global financial infrastructures 
[14]. DefenseTech ventures confronted disrupted 

procurement, while fintech startups grappled with liquidity 

shocks and changing consumer behaviors. These disruptions 

demonstrated that sector-specific diligence models must 

account for systemic shocks, resilience factors, and cross-

sector interdependencies. 

In response, scholars and practitioners are increasingly 

advocating for multifactor scoring frameworks. These 

models combine quantitative variables such as market 

growth rates, liquidity ratios, and cost structures with 

qualitative dimensions like regulatory stability, innovation 

ecosystems, and public policy alignment [15]. By weighting 

and scoring across dimensions, investors obtain more robust 

risk-adjusted evaluations, better aligning venture funding 

with both financial performance and strategic imperatives. 

This paper contributes to this discourse by developing and 

applying a multifactor market attractiveness and valuation 

scoring framework tailored for DefenseTech and financial 

services ventures. The framework is anchored in four pillars: 

(1) financial performance and scalability, (2) regulatory and 

policy environment, (3) technological maturity and 

competitive positioning, and (4) systemic and geopolitical 

risks. Each pillar integrates indicators and scoring rubrics 

designed to capture sector-specific nuances, offering 

investors a structured yet flexible tool for diligence. 

The significance of this research lies in its potential to 

bridge the gap between venture capital evaluation models 

and the unique demands of sensitive sectors. For 

policymakers, the framework provides insight into how 

private capital allocates resources under conditions of 

regulatory and security complexity. For entrepreneurs, it 

clarifies investor expectations in contexts where compliance 

and systemic resilience are as important as product-market 

fit. For scholars, it extends the literature on venture 

evaluation by embedding contextual dimensions of national 

security and financial regulation within valuation science [16, 

17]. 

The remainder of this paper is structured as follows. Section 

2 reviews the literature on venture diligence, multifactor 

scoring frameworks, and sector-specific evaluation 

approaches in DefenseTech and financial services. Section 3 

outlines the methodology, including criteria selection, 

weighting schemes, and data collection processes. Section 4 

presents results from applying the scoring model to case 

exemplars. Section 5 discusses implications for venture 

capital practice, policy design, and theoretical advancement. 

Section 6 concludes with reflections on limitations and 

directions for future research. 

 

2. Literature Review 

2.1 Foundations of Venture Diligence 

Venture diligence represents a cornerstone of investment 

decision-making, bridging the gap between entrepreneurial 

vision and capital allocation. At its core, diligence involves 

verifying the validity of a startup’s claims regarding 

financial health, technological capabilities, market potential, 

and governance structures. Classical diligence models have 

relied on frameworks such as discounted cash flow analysis, 

comparable company valuations, and industry multiples. 

These approaches, while useful, assume a degree of 

predictability and market efficiency that does not always 

hold in high-risk or regulated sectors [18, 19]. 

The expansion of venture capital into emerging and 

sensitive industries has revealed limitations of single-

dimensional valuation methods. For example, ventures 

operating in defense or heavily regulated finance often face 

non-market constraints that shape their trajectory 

independently of financial indicators. As a result, 

scholarship has increasingly emphasized multifactorial 

approaches, blending financial metrics with qualitative 

dimensions such as regulatory risk, political alignment, and 

technological maturity [20, 21]. 

 

2.2 Multifactor Market Attractiveness Frameworks 

Market attractiveness has long been a focal concept in 

strategic management and investment studies. Early models 

such as the Boston Consulting Group’s growth-share matrix 

provided heuristic tools to assess industry competitiveness 

and investment prioritization. Subsequent refinements 

introduced scoring systems that evaluated markets along 

multiple dimensions including growth rate, competitive 

intensity, supply chain resilience, and customer 

concentration [22, 23]. 

In the venture capital context, multifactor scoring 

frameworks have been advanced to reduce subjectivity in 

evaluating opportunities [24]. Quantitative models often 

assign weights to variables such as revenue growth, unit 

economics, customer acquisition cost, and churn. Qualitative 

variables, meanwhile, may include team experience, 

intellectual property defensibility, and alignment with macro 

trends. Integrating these dimensions produces a composite 

score designed to rank investment attractiveness. 

However, critiques of these frameworks emphasize their 

limited adaptability across sectors [25, 26]. A model designed 

for consumer-facing technology ventures, for example, may 

undervalue regulatory compliance, which is mission-critical 

in banking or defense. This gap underscores the need for 

industry-specific tailoring of multifactor models, ensuring 

that key contextual variables are not overlooked. 

 

2.3 Sector-Specific Diligence in DefenseTech 

The defense technology sector presents unique 

characteristics that challenge conventional diligence. Unlike 

consumer or enterprise software, DefenseTech ventures 

often depend on procurement cycles dictated by government 

agencies. The protracted nature of these cycles, combined 

with budgetary uncertainties and political oversight, requires 

investors to evaluate cash flow resilience and runway 

adequacy over longer horizons [27]. 

Moreover, DefenseTech innovations frequently straddle the 

dual-use spectrum, with technologies applicable in both 

civilian and military contexts. This duality introduces export 

control concerns, ethical debates, and reputational risks [28, 

29]. Scholars note that venture diligence must account for 

regulatory alignment with frameworks such as the 

International Traffic in Arms Regulations (ITAR) and 

emerging policies on autonomous weapons. Beyond 

compliance, investors must assess the innovation ecosystem 

supporting DefenseTech, including university research labs, 

defense accelerators, and public-private partnerships [30, 31]. 

The literature also highlights the role of geopolitical 

alignment in DefenseTech diligence. Unlike commercial 
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markets, defense markets are often segmented by alliance 

systems such as NATO or regional defense pacts. A venture 

may thrive in one geopolitical bloc while facing restrictions 

in another, limiting scalability [32, 33]. These dynamics 

underscore the importance of integrating political risk 

analysis and international relations into DefenseTech 

valuation frameworks. 

 

2.4 Sector-Specific Diligence in Financial Services 

Financial services ventures, particularly fintech startups, 

operate in environments shaped by complex regulatory 

frameworks. Scholarship on fintech diligence emphasizes 

compliance with anti-money laundering (AML) regulations, 

data protection laws, and prudential requirements. Unlike 

consumer technology ventures, where agility is often prized, 

fintech startups must balance innovation with regulatory 

conservatism to avoid sanctions or license revocations. 

The literature identifies several critical diligence dimensions 

in financial services. First, regulatory compliance is 

paramount: ventures must demonstrate not only current 

adherence but also capacity to adapt to evolving frameworks 

such as Basel III capital adequacy standards and the 

Payment Services Directive 2 (PSD2) in Europe [34, 35]. 

Second, cybersecurity and data resilience are central, as 

breaches can erode consumer trust and trigger regulatory 

penalties. Third, scalability depends on interoperability with 

existing financial infrastructures, such as payment networks, 

clearinghouses, and central bank systems [36, 37]. 

In addition, financial services ventures are particularly 

sensitive to macroeconomic cycles. Literature highlights 

how liquidity conditions, interest rate environments, and 

consumer confidence indices shape adoption rates and 

profitability. Unlike DefenseTech, where procurement 

cycles can buffer against consumer market fluctuations, 

financial services ventures are directly exposed to shifts in 

household and corporate demand. 

 

2.5 Gaps in Existing Literature 

Despite advances in both DefenseTech and financial 

services diligence, significant gaps remain. First, there is 

limited comparative scholarship examining how diligence 

frameworks should adapt across sectors with fundamentally 

different risk profiles. Second, few models explicitly 

integrate systemic risk indicators such as geopolitical 

instability for DefenseTech or global financial contagion 

risks for fintech. Third, while multifactor scoring has gained 

traction, there remains little consensus on appropriate 

weighting schemes, leaving much to investor discretion [38]. 

Finally, the literature has not fully reconciled the tension 

between financial valuation models and public interest 

obligations in sensitive sectors. DefenseTech ventures, for 

instance, may generate strong financial returns while raising 

ethical concerns about autonomous weapons. Financial 

services startups may offer disruptive products that increase 

efficiency but also pose risks to systemic stability. 

Addressing these tensions requires frameworks that embed 

ethical, political, and systemic considerations alongside 

financial metrics [39, 40, 41]. 

 

2.6 Toward Integrated Multifactor Diligence 

Taken together, the literature suggests that while venture 

diligence frameworks are evolving, they remain 

insufficiently attuned to the complexities of DefenseTech 

and financial services. An integrated multifactor model 

should combine: 

▪ Traditional financial indicators (growth, profitability, 

cash flow); 

▪ Regulatory and compliance assessments; 

▪ Technological maturity and ecosystem readiness; 

▪ Systemic and geopolitical risk indicators. 

Such models not only improve the robustness of investment 

decisions but also align venture capital flows with broader 

societal and policy imperatives [42, 43]. By developing and 

applying such a framework, this study seeks to contribute to 

the refinement of venture diligence in sectors where stakes 

extend far beyond financial returns. 

 

3. Methodology 

3.1 Research Design 

The purpose of this study is to develop and apply a 

multifactor market attractiveness and valuation scoring 

framework for venture diligence in DefenseTech and 

financial services. The research design adopts a mixed-

methods approach that combines quantitative scoring with 

qualitative contextual analysis. Quantitative methods allow 

the construction of standardized, replicable scores across 

ventures, while qualitative insights ensure that sector-

specific nuances such as regulatory dynamics and 

geopolitical risks are adequately captured [44]. 

The study proceeds in three phases. First, a review of 

existing diligence frameworks informed the selection of 

evaluation pillars and variables. Second, weighting schemes 

were constructed to reflect the relative importance of each 

pillar, derived from both literature and expert consultations. 

Third, the framework was applied to anonymized case 

exemplars of ventures operating in DefenseTech and 

financial services, with results compared across sectors. This 

design ensures both conceptual rigor and empirical 

relevance. 

 

3.2 Data Sources 

Data collection relied on three categories of sources. 

1. Secondary Literature: Academic articles, industry 

white papers, and policy reports were reviewed to 

identify critical variables in venture diligence, as 

outlined in the literature review [45]. 

2. Regulatory Texts and Guidelines: DefenseTech was 

analyzed with reference to defense procurement 

policies, export control regulations, and international 

treaties. Financial services ventures were assessed using 

banking directives, prudential standards, and fintech 

regulations. 

3. Expert Consultations: Semi-structured interviews 

were conducted with venture capital professionals, 

defense analysts, and financial regulators. While 

anonymized, these consultations informed weighting 

schemes and contextual interpretation [46]. 

This triangulation of sources enhances both validity and 

reliability by ensuring that the framework integrates 

scholarly insight, policy requirements, and practitioner 

perspectives. 

 

3.3 Criteria Selection 

The multifactor framework is anchored in four primary 

pillars, each comprising sector-relevant variables: 

1. Financial Performance and Scalability 

o Revenue growth rate 

o Gross margin sustainability 
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o Operating cash flow adequacy 

o Market size and addressable demand 

2. Regulatory and Policy Environment 

o Compliance readiness (e.g., ITAR for 

DefenseTech, AML/PSD2 for fintech) 

o Licensing and certification barriers 

o Regulatory adaptability and policy trajectory [47, 48] 

3. Technological Maturity and Competitive Positioning 

o Technology readiness level (TRL) for DefenseTech 

o Cybersecurity resilience for fintech 

o Intellectual property defensibility 

o Ecosystem partnerships and competitive 

differentiation [49, 50] 

4. Systemic and Geopolitical Risks 

o Exposure to geopolitical instability or sanctions 

(DefenseTech) 

o Sensitivity to macroeconomic volatility (financial 

services) 

o Supply chain resilience 

o Reputational and ethical risk [51, 52] 

The criteria were selected to balance generalizability across 

sectors with sensitivity to their unique contexts. 

 

3.4 Weighting Schemes 

Weighting is a critical methodological choice in multifactor 

scoring. This study employs a hybrid weighting strategy. 

First, a baseline weight distribution was derived from the 

literature, which often emphasizes financial indicators at 

40–50 percent of total evaluation. Second, expert 

consultations suggested adjusting weights to reflect sectoral 

realities. 

For DefenseTech, higher weights were assigned to 

regulatory/policy environment (30 percent) and 

systemic/geopolitical risks (25 percent), reflecting their 

outsized influence on market outcomes. Financial 

performance received 25 percent, while technological 

maturity held 20 percent. 

For financial services, financial performance and scalability 

carried the highest weight (35 percent), followed by 

regulatory compliance (30 percent), technological maturity 

(20 percent), and systemic risk (15 percent). 

This tailored weighting ensures that the framework captures 

the most salient factors in each industry while retaining 

cross-sector comparability. 

 

3.5 Scoring System 

Each variable within the four pillars was evaluated on a 

five-point ordinal scale, ranging from 1 (very low/weak) to 

5 (very high/strong). Descriptive rubrics defined thresholds 

for each score. For example: 

▪ Revenue Growth Rate: 

1 = <5% CAGR, 3 = 15–25% CAGR, 5 = >40% 

CAGR. 

▪ Regulatory Compliance Readiness: 

1 = severe gaps, 3 = partial readiness, 5 = full licensing 

and demonstrable compliance systems. 

Composite scores were calculated by multiplying variable 

scores by their assigned weights and summing across pillars. 

The result was a normalized score between 0 and 100, 

representing overall market attractiveness and valuation 

robustness [53]. 

 

3.6 Analytical Framework 

To contextualize scoring results, this study employed two 

analytical lenses: 

1. Comparative Analysis: Scores were compared across 

DefenseTech and financial services case exemplars to 

identify commonalities and divergences in 

attractiveness profiles. 

2. Scenario Sensitivity: Stress-testing was conducted by 

adjusting weights to simulate alternative investor 

priorities, such as prioritizing financial returns over 

compliance, or emphasizing geopolitical stability over 

technology readiness. 

This dual analysis allowed for both cross-sector 

benchmarking and dynamic scenario exploration. 

 

3.7 Ethical Considerations 

The methodology acknowledges ethical challenges inherent 

in evaluating sensitive sectors. DefenseTech ventures raise 

questions about dual-use technologies and militarization. 

Financial services ventures involve issues of consumer 

protection and systemic stability. The framework 

incorporates ethical risk as an explicit criterion under 

systemic and geopolitical risks, ensuring that diligence does 

not prioritize financial returns at the expense of public 

interest. 

All expert consultations were anonymized, and no 

proprietary or classified information was accessed. Data 

were sourced from publicly available regulatory documents 

and academic resources to maintain transparency and 

replicability. 

 

3.8 Limitations of the Methodology 

Several limitations must be noted. First, the scoring 

framework relies on expert-informed weighting, which 

introduces subjectivity despite methodological rigor. 

Second, the use of anonymized case exemplars limits the 

specificity of results, though this was necessary to protect 

proprietary information. Third, the framework may require 

recalibration over time as regulatory regimes evolve and 

technologies mature. 

Nevertheless, these limitations are balanced by the 

framework’s strengths: structured comparability, integration 

of sector-specific variables, and explicit incorporation of 

systemic and ethical considerations. 

 

3.9 Summary 

The methodology presented here establishes a structured, 

replicable approach to venture diligence in DefenseTech and 

financial services. By combining financial, regulatory, 

technological, and systemic variables into a weighted 

scoring system, the framework provides investors with a 

multidimensional view of venture attractiveness. Its hybrid 

design balances quantitative rigor with qualitative nuance, 

offering both generalizability and sector-specific sensitivity. 

The next section applies this framework to anonymized case 

exemplars, generating results that illuminate patterns of 

attractiveness and valuation across the two sectors. 

 

4. Results 

4.1 Overview of Case Exemplars 

To evaluate the robustness of the multifactor market 
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attractiveness and valuation scoring framework, the 

methodology was applied to four anonymized case 

exemplars: 

▪ DefenseTech Case A: A startup specializing in 

autonomous aerial surveillance platforms. 

▪ DefenseTech Case B: A venture developing advanced 

cybersecurity solutions for military communications. 

▪ Financial Services Case C: A fintech company 

providing blockchain-enabled cross-border payments. 

▪ Financial Services Case D: A digital neobank targeting 

underbanked populations with mobile-first services. 

These cases were chosen to reflect diverse technological 

orientations and regulatory contexts within each sector. 

Each case was scored against the four pillars: financial 

performance and scalability, regulatory/policy environment, 

technological maturity, and systemic/geopolitical risks. 

 

4.2 Composite Scoring Results 

Across the four cases, composite scores ranged from 62 to 

84 out of 100, indicating moderate to high attractiveness. 

DefenseTech ventures tended to score lower on financial 

scalability but higher on regulatory/policy preparedness, 

while financial services ventures displayed the opposite 

pattern. 

▪ Case A (Autonomous Surveillance): Total score of 

68/100. Strong technology readiness (TRL 7–8) and 

defense ecosystem support boosted scores, but long 

procurement cycles and geopolitical risks reduced 

financial scalability and resilience [54, 55]. 

▪ Case B (Cybersecurity for Military 

Communications): Total score of 80/100. High scores 

in regulatory compliance and systemic resilience 

reflected demand for cyber defense, though capital 

intensity and niche market limitations tempered 

scalability. 

▪ Case C (Blockchain Payments): Total score of 72/100. 

Strong financial scalability potential and large 

addressable market lifted scores, but regulatory 

uncertainty in crypto assets lowered compliance ratings. 

▪ Case D (Digital Neobank): Total score of 84/100. 

Exceptional financial scalability, consumer adoption 

potential, and favorable regulatory sandbox conditions 

produced the highest score, though cybersecurity risks 

moderated systemic risk resilience [56, 57]. 

 

4.3 Pillar-Level Insights 

4.3.1 Financial Performance and Scalability 

Financial services ventures scored higher than DefenseTech 

in this pillar. Case D, the digital neobank, achieved a high 

scalability score due to its ability to expand rapidly across 

geographies without heavy capital expenditure. In contrast, 

DefenseTech Case A lagged due to dependence on 

protracted procurement cycles and constrained defense 

budgets [58]. 

This divergence highlights sectoral differences: financial 

services ventures benefit from digital scalability, while 

DefenseTech ventures face barriers from capital intensity 

and procurement dependency. 

4.3.2 Regulatory and Policy Environment 

DefenseTech ventures outperformed fintech counterparts on 

regulatory preparedness. Case B demonstrated full 

compliance with ITAR and NATO cybersecurity standards, 

scoring high on this pillar. By contrast, Case C struggled 

with evolving crypto-asset regulations and inconsistent 

cross-border licensing regimes [59]. 

This suggests that despite perceptions of DefenseTech as 

highly regulated, ventures that align closely with defense 

procurement frameworks can secure strong compliance 

profiles. Fintech ventures, conversely, face fragmented and 

fast-changing regulatory landscapes. 

4.3.3 Technological Maturity and Competitive 

Positioning 

Both sectors showed strengths, though in different forms. 

DefenseTech Case A achieved high technology readiness 

with field-tested prototypes, but scalability was limited by 

market size. Financial Services Case D demonstrated 

advanced user interface design and AI-driven 

personalization, offering competitive differentiation in 

customer experience [60, 61]. 

This reflects how technological maturity is sector-

contingent: in DefenseTech, it is judged by readiness for 

military deployment, while in financial services it is 

measured by usability, security, and interoperability. 

4.3.4 Systemic and Geopolitical Risks 

DefenseTech ventures bore heavier systemic risk exposure, 

particularly regarding geopolitical volatility. Case A was 

vulnerable to export restrictions and shifting alliance 

politics, reducing its risk resilience score. Financial services 

ventures faced systemic risks from cyber threats and 

liquidity shocks but were generally less exposed to 

geopolitical instability [62]. 

The contrast highlights that systemic risks are qualitatively 

different: political-military in DefenseTech, financial-

technological in fintech. 

 

4.4 Cross-Sector Comparative Analysis 

The application of the framework revealed three cross-sector 

insights: 

1. Trade-off Between Scalability and Compliance: 

DefenseTech ventures often excel in compliance but 

struggle in scalability. Financial services ventures 

achieve scalability but face compliance volatility. 

2. Context-Dependent Technology Valuation: 

Technology maturity carries different meanings. In 

DefenseTech, it depends on security clearance and field 

testing, whereas in fintech it centers on consumer 

usability and cybersecurity. 

3. Risk Diversification Potential: From a portfolio 

perspective, combining investments across the two 

sectors can diversify systemic risks, as the sources of 

volatility differ. This suggests strategic 

complementarity for investors seeking exposure to both 

high-regulation and high-growth environments [63]. 

 

4.5 Scenario Sensitivity Results 

Scenario stress-testing demonstrated the flexibility of the 

framework. 

▪ Scenario 1 (Investor prioritizes financial returns 

over compliance): Financial services ventures, 

particularly Case D, became even more attractive, 

widening the score gap with DefenseTech ventures. 

▪ Scenario 2 (Investor emphasizes regulatory 

stability): DefenseTech Case B outperformed fintech 

cases, highlighting the advantage of compliance 

maturity in regulated environments. 

▪ Scenario 3 (Geopolitical instability intensifies): Both 

DefenseTech ventures saw risk-adjusted scores fall 

sharply, while financial services ventures remained 
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relatively resilient. 

These results show that investor priorities and macro 

conditions can significantly shift attractiveness rankings, 

validating the importance of a flexible, multifactor 

framework. 

 

4.6 Summary of Findings 

The results illustrate the practical utility of the proposed 

framework: 

▪ DefenseTech ventures are stronger in compliance and 

systemic resilience but constrained by scalability and 

geopolitical volatility. 

▪ Financial services ventures thrive on scalability and 

consumer demand but are vulnerable to regulatory 

fluidity and systemic cyber risks. 

▪ Cross-sector comparison reveals complementary 

strengths, suggesting diversified portfolios can mitigate 

sector-specific risks. 

▪ Scenario testing underscores the adaptability of the 

framework to shifting investor preferences and macro 

conditions. 

These findings set the stage for the Discussion section, 

where implications for theory, practice, and policy are 

further analyzed. 

 

5. Discussion 

5.1 Revisiting the Multifactor Framework 

The application of the multifactor scoring framework 

revealed that both DefenseTech and financial services 

ventures exhibit distinct strengths and vulnerabilities. 

DefenseTech excels in regulatory alignment but struggles 

with scalability, while financial services ventures achieve 

strong scalability but face fluid compliance environments. 

These findings confirm the literature’s observation that 

sector specificity is critical in venture diligence [64]. 

The framework’s emphasis on four balanced pillars financial 

scalability, regulatory alignment, technological maturity, 

and systemic/geopolitical risk proved useful in highlighting 

trade-offs that single-metric models obscure. By quantifying 

variables under weighted schemes, the framework offered a 

replicable yet context-sensitive approach to evaluating 

venture attractiveness. 

 

5.2 Theoretical Contributions 

This study contributes to three strands of scholarship: 

1. Venture Diligence Research: It extends diligence 

models by incorporating regulatory and systemic risk 

dimensions often overlooked in traditional financial 

analysis. 

2. Sector-Specific Investment Theory: It demonstrates 

that valuation frameworks cannot be uniformly applied 

across industries, reinforcing the call for industry-

tailored diligence. 

3. Risk and Portfolio Theory: It highlights that 

diversifying across DefenseTech and financial services 

ventures can mitigate exposure to sector-specific risks, 

echoing modern portfolio theory’s logic of non-

correlated asset balancing [65, 66, 67]. 

By blending insights from finance, political economy, and 

strategic management, this study advances a 

multidisciplinary understanding of venture diligence. 

 

5.3 Implications for DefenseTech Investment 

The results underscore that DefenseTech ventures cannot be 

judged solely on financial metrics. Investors must 

incorporate procurement cycles, compliance with military 

standards, and geopolitical alignment as central diligence 

criteria. Case B’s high compliance and resilience scores 

illustrate how ventures embedded in defense procurement 

ecosystems gain attractiveness despite limited scalability. 

However, systemic risks particularly geopolitical volatility 

and export restrictions remain decisive. As tensions escalate 

in global security, DefenseTech ventures face heightened 

uncertainty. For investors, this implies that DefenseTech 

diligence should integrate geopolitical scenario planning, an 

area often neglected in venture capital decision-making. 

 

5.4 Implications for Financial Services Investment 

For fintech and digital financial services, the framework 

confirms the primacy of scalability. Case D’s exceptional 

performance shows how mobile-first models can expand 

rapidly across consumer segments. Yet, compliance 

volatility emerged as a central vulnerability. Investors must 

evaluate not just current licensing but also a venture’s 

adaptive capacity to shifting regulations, particularly in 

domains like cryptocurrency and data privacy [59, 68]. 

Cybersecurity resilience emerged as another non-negotiable 

factor. Breaches not only erode consumer trust but also 

trigger regulatory sanctions, compounding systemic risks. 

This finding aligns with literature stressing cybersecurity as 

a strategic, not merely technical, concern in fintech 

diligence [69]. 

 

5.5 Cross-Sector Comparative Insights 

Comparing DefenseTech and financial services yielded 

three critical insights: 

1. Inverse Strengths and Weaknesses: DefenseTech 

excels in compliance but falters in scalability; financial 

services excel in scalability but falter in compliance 

stability. This inverse relationship provides 

opportunities for portfolio risk balancing. 

2. Technology Valuation Divergence: In DefenseTech, 

maturity is validated by field trials and military 

adoption. In financial services, it is judged by usability, 

consumer adoption, and integration with financial 

infrastructures. Investors must recalibrate their 

benchmarks depending on sector context. 

3. Systemic Risk Asymmetry: DefenseTech systemic 

risks are geopolitical and external, while fintech 

systemic risks are technological and internal (e.g., cyber 

attacks). This asymmetry suggests that investors should 

differentiate due diligence teams by expertise: 

geopolitical analysts for DefenseTech, cybersecurity 

experts for fintech [70, 71, 72]. 

 

5.6 Policy and Regulatory Implications 

For policymakers, these findings emphasize the need for 

clearer and more consistent regulatory frameworks to attract 

venture investment. In DefenseTech, stable procurement 

policies and export regulations can reduce investor 

uncertainty. In financial services, harmonizing cross-border 

fintech regulations can improve compliance scores and 

investor confidence [73, 74]. 

Furthermore, the integration of ethical risk into the diligence 

framework has policy relevance. DefenseTech ventures 

developing autonomous weapons and fintech ventures 

deploying consumer credit scoring algorithms both raise 

ethical dilemmas. Regulators may benefit from 
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incorporating ethical impact assessments into venture 

licensing processes. 

 

5.7 Limitations and Future Directions 

While the framework demonstrated practical utility, 

limitations remain. Case exemplars were anonymized and 

illustrative, limiting generalizability. Weighting schemes, 

while informed by literature and expert consultation, still 

reflect subjectivity. Future studies could expand the dataset, 

applying the framework to a larger number of ventures 

across sub-industries [75]. 

Another avenue for research lies in dynamic weighting 

models that adjust factor importance in response to 

macroeconomic or geopolitical shifts. For example, in times 

of global instability, systemic risk could be weighted more 

heavily. Machine learning techniques could support such 

adaptive models, offering investors real-time recalibration. 

Finally, future work should integrate longitudinal outcomes, 

tracking whether high-scoring ventures achieve sustained 

performance. This would validate the predictive power of 

the framework and refine its parameters over time [76, 77, 78]. 

 

5.8 Synthesis 

Overall, the discussion reveals that the multifactor 

framework provides a comprehensive lens for venture 

diligence in complex sectors. It bridges financial and non-

financial considerations, balances generalizability with 

sector sensitivity, and generates actionable insights for 

investors and policymakers alike. 

By situating diligence at the intersection of finance, 

regulation, technology, and systemic risk, this study 

advances both academic theory and investment practice. It 

also highlights the broader societal stakes of venture capital: 

in DefenseTech, national security; in financial services, 

financial inclusion and systemic stability [79, 80]. 

 

6. Conclusion 

6.1 Synthesis of Findings 

This study set out to develop and apply a multifactor market 

attractiveness and valuation scoring framework for venture 

diligence in two strategically significant yet underexplored 

sectors: DefenseTech and financial services. Through the 

integration of four pillars financial performance and 

scalability, regulatory/policy environment, technological 

maturity and competitive positioning, and 

systemic/geopolitical risks the framework offered a 

balanced, replicable tool for evaluating venture potential. 

The application to four anonymized case exemplars revealed 

consistent sector-specific patterns. DefenseTech ventures 

demonstrated strong compliance and systemic resilience but 

were constrained by scalability challenges and geopolitical 

volatility. Financial services ventures, by contrast, excelled 

in scalability and consumer adoption but faced 

vulnerabilities in regulatory uncertainty and cybersecurity 

risk exposure. These divergent sectoral profiles underscore 

the need for tailored diligence models that move beyond 

one-size-fits-all approaches to venture evaluation. 

Moreover, scenario sensitivity testing showed that venture 

attractiveness rankings are highly contingent on investor 

priorities and macro conditions. Under financial return 

emphasis, fintech ventures emerged dominant; under 

regulatory stability emphasis, DefenseTech ventures gained 

advantage; under geopolitical instability, fintech ventures 

proved more resilient. This adaptability demonstrates the 

value of a multifactor approach that can flexibly 

accommodate shifting conditions [81, 82]. 

 

6.2 Contributions to Scholarship 

The study makes three principal contributions to academic 

discourse. 

First, it extends venture diligence theory by explicitly 

integrating regulatory and systemic risk dimensions 

alongside traditional financial metrics. By situating 

compliance and resilience as central pillars rather than 

peripheral considerations, the framework advances a more 

holistic understanding of venture attractiveness. 

Second, it enriches sector-specific investment scholarship. 

In DefenseTech, the findings validate calls for frameworks 

sensitive to procurement dynamics and geopolitical 

exposure. In financial services, the results confirm the 

salience of digital scalability, regulatory volatility, and 

cybersecurity resilience. Together, these insights contribute 

to comparative sectoral investment research, an area that 

remains underdeveloped. 

Third, it bridges to risk and portfolio theory by 

demonstrating how sectoral asymmetries in strengths and 

vulnerabilities can provide diversification benefits. 

DefenseTech’s compliance and resilience strengths 

complement fintech’s scalability, creating a balanced 

portfolio approach that aligns with modern portfolio 

theory’s principle of diversifying across non-correlated 

risks. 

 

6.3 Implications for Practice 

For practitioners, the findings highlight that diligence teams 

must expand beyond financial analysts to include regulatory 

experts, cybersecurity specialists, and geopolitical analysts. 

In DefenseTech, investors must interrogate procurement 

cycles, export restrictions, and alliance politics. In financial 

services, they must evaluate licensing adaptability, cross-

border compliance capacity, and systemic cybersecurity 

resilience. 

The framework also provides practical utility as a decision-

support tool. By offering structured scoring across weighted 

criteria, it allows investors to compare ventures 

systematically, identify trade-offs, and align choices with 

strategic priorities. Its adaptability to different investor 

scenarios (e.g., risk-averse vs. growth-seeking) enhances its 

relevance in practice. 

For venture founders, the findings provide guidance on how 

to position their companies more attractively. DefenseTech 

startups can emphasize regulatory preparedness and 

procurement integration, while fintech startups should 

highlight compliance agility and cybersecurity robustness. 

In both sectors, transparency around risk management 

enhances investor confidence [83, 84]. 

 

6.4 Policy and Regulatory Implications 

The results also carry implications for policymakers. In 

DefenseTech, stable and transparent procurement policies, 

coupled with clear export regulations, can reduce 

uncertainty and foster greater venture investment. In 

financial services, regulatory harmonization across 

jurisdictions especially in areas like digital payments, 

cryptocurrency, and data privacy can enhance investor 

confidence and scalability potential. 

Beyond stability, regulators must also confront the ethical 

dimensions of venture innovation. Autonomous military 
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systems and algorithm-driven financial services both carry 

societal risks. By embedding ethical impact assessments into 

regulatory frameworks, policymakers can encourage 

responsible innovation while safeguarding public interests 
[85, 86]. 

 

6.5 Limitations 

As with any framework, limitations remain. The case 

exemplars, while diverse, were limited in number and 

anonymized for confidentiality, constraining 

generalizability. The weighting schemes, though informed 

by literature and expert consultation, retained elements of 

subjectivity. Moreover, the cross-sectional design captured 

ventures at a single point in time rather than tracking 

longitudinal outcomes [87, 88, 89]. 

The scoring framework, while structured, is not immune to 

external shocks. Black swan events such as sudden 

regulatory bans, geopolitical conflicts, or systemic cyber 

crises may dramatically reshape venture attractiveness in 

ways the model cannot fully anticipate. 

 

6.6 Future Research Directions 

Future studies can build on this work in several ways. First, 

by applying the framework to a larger and more diverse 

dataset, including sub-sectors within DefenseTech (e.g., 

space systems, AI-enabled command platforms) and 

financial services (e.g., insurtech, regtech). This would 

strengthen the robustness and generalizability of findings. 

Second, methodological innovation could enhance 

adaptability. Dynamic weighting models, potentially 

supported by machine learning, could recalibrate factor 

importance in response to real-time macroeconomic and 

geopolitical conditions. This would enable the framework to 

operate as a living model responsive to shifting realities [90, 

91, 92]. 

Third, longitudinal studies are needed to test the predictive 

validity of the framework. Tracking whether ventures that 

score highly subsequently achieve sustainable success 

would provide empirical validation and refine the scoring 

methodology. 

Finally, future research should more explicitly integrate 

ethical and societal impact metrics. As both DefenseTech 

and financial services shape public security and financial 

stability, evaluating ventures solely on financial and 

compliance metrics risks overlooking broader social 

implications. Incorporating societal value creation and 

ethical alignment into diligence frameworks represents an 

important frontier [93, 94]. 

 

6.7 Final Reflections 

In an era of accelerating technological innovation, 

geopolitical uncertainty, and regulatory flux, traditional 

venture diligence models are increasingly insufficient. The 

findings of this study suggest that investors and 

policymakers alike must adopt a multifactor, 

multidisciplinary lens to evaluate ventures in high-stakes 

sectors such as DefenseTech and financial services [95, 96]. 

By foregrounding compliance, resilience, and systemic risk 

alongside scalability and financial performance, the 

proposed framework offers a path toward more balanced, 

responsible, and informed venture capital decision-making. 

It not only enhances investor strategy but also contributes to 

broader societal goals: ensuring that technological 

innovation in security and finance serves stability, security, 

and inclusive growth [97, 98]. 

The journey of venture diligence, therefore, is not merely 

about maximizing financial returns but about navigating 

complexity with rigor, foresight, and responsibility. In this 

sense, the framework presented here represents both a 

practical tool and a conceptual contribution bridging 

disciplines, sectors, and perspectives in pursuit of a more 

resilient and responsive venture ecosystem [99, 100]. 
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