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Abstract.

Kenya's Gen-Z cohort is the most digitally native generation in the country's history — and potentially its
most economically misaligned. This thesis argues that the dominant entrepreneurial ethic of Kenya's
youth — anchored on social media virality, platform aesthetics, TikTok commerce, and influencer
identity — constitutes a structural risk to genuine enterprise development and long-run economic
growth. While digital tools lower barriers to entry and enable market visibility, this thesis contends that
the conflation of visibility with value, and of engagement with enterprise, produces a generation of
entrepreneurs who are systematically underprepared in theories of the firm, institutional economics,
governance, and the motivational systems that underpin durable organisations. Drawing on classical
and contemporary development economics, theories of the firm, organisational behaviour, and
empirical evidence from Kenya's evolving digital commerce landscape, the thesis calls for a pedagogical
and policy reorientation — from aesthetics to architecture, from clicks to capital formation, and from
performance to production.
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1. The Great African Hustle and Its Discontents.

There is something seductive about the image of a 22-year-old Nairobian packaging handmade
jewellery at midnight, filming the process in warm golden light, uploading it to TikTok, and waking
up to 40,000 views and a flooded DM inbox. It is aspirational, it is cinematic, and it is — by most
measures of the attention economy — a success story. Kenya's media landscape, business press,
and national discourse have embraced this narrative with considerable enthusiasm.

But there is a question that this narrative consistently evades: is it an enterprise, orisita
performance?

This distinction is not mere semantics. It sits at the heart of what Africa's development economists
have grappled with for decades: the difference between economic activity and economic
transformation. Between income generation and capital accumulation. Between hustle and
institution-building. Between the marketplace and the market system.

"Visibility is not value. Engagement is not enterprise. The algorithm rewards the
performance — the economy rewards the system."

Kenya entered 2024 with a youth unemployment rate estimated above 67% among those aged 15-
34, even as the government celebrated surging mobile money transaction volumes and a growing
digital economy. TikTok and Instagram-based micro-enterprises — selling fast fashion, skincare,
food, digital services, crafts, and content — have emerged as the default employment strategy for
the country's largest ever generational cohort. The Kenyan State, development partners, and the
private sector have largely cheered this on, treating digital entrepreneurship as synonymous with
economic empowerment.

This thesis argues that without a corresponding investment in the intellectual architecture of
enterprise — the motivational structures, governance frameworks, and institutional logic that
convert commercial activity into sustainable firms — this digital entrepreneurship wave risks
producing what economists call 'activity without accumulation': economic noise that registers on
GDP dashboards but does not compound into the capital, institutions, and productive capacities
that constitute real development.
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2. The TikTok Economy: Structure, Scale, and the Architecture of
Attention.

To understand the risk, one must first understand the phenomenon. Kenya has approximately 22
million active social media users as of 2024, with TikTok growing faster than any other platform
among the 18-30 cohort. Instagram, YouTube Shorts, and WhatsApp Commerce collectively
constitute the digital commercial infrastructure through which a significant share of Kenya's youth-
led micro-enterprises now operate.

The modelis relatively uniform: a young entrepreneur identifies a product or service niche, uses
smartphone content to build an audience, monetises through direct sales via DMs, digital payment
rails (M-Pesa, Paybill, Till numbers), and — at more advanced levels — Jumia, Kilimall, or
independent Shopify-style storefronts. The cost of entry is genuinely low. The feedback loop is fast.
The income can be real and immediate.

The Platform Logic and Its Structural Biases.

What is rarely examined, however, is the structural logic of the platforms themselves and how they
invisibly shape the behaviour, incentives, and cognitive models of the entrepreneurs who operate
within them. TikTok's algorithm optimises for engagement — watch time, shares, comments, and
saves. It rewards novelty, emotion, aesthetic appeal, and personality. Instagram rewards curated
aspiration. Neither platform rewards consistency, cost discipline, working capital management, or
strategic patience — which happen to be the exact attributes that convert a side hustle into a
solvent firm.

The platform, in short, creates entrepreneurs in its own image: visually compelling, emotionally
resonant, audience-responsive — and structurally hollow. The incentive architecture of social
commerce trains its practitioners to answer the question 'What will perform?' rather than 'What will
last?' This is not a moral failure of young entrepreneurs. It is a rational response to the incentive
environment they inhabit. The problem is that the incentive environment is radically misaligned
with what enterprise formation actually requires.

Ronald Coase (1937): In 'The Nature of the Firm,' Coase asked: why do firms exist at all when markets
could theoretically coordinate everything? His answer — that firms exist to reduce transaction costs —
presupposes that entrepreneurs are thinking about transactions, coordination, and systemic efficiency.
Social commerce, by contrast, collapses this question entirely. The 'firm' becomes an extension of the
individual's social identity rather than a coordination mechanism.
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3. The Theory of the Firm — And Why Gen-Z E-Commerce Ighores It.

Classical and neoclassical economics offer a sophisticated body of thought on what firms are, why
they exist, how they grow, and what distinguishes durable enterprises from transient commercial
activities. This body of thought — the theory of the firm — is conspicuously absent from the
intellectual formation of most Gen-Z entrepreneurs in Kenya. The consequences of this absence
are structural, not incidental.

Coase and Transaction Cost Economics.

Ronald Coase's foundational insight that firms exist to minimise transaction costs implies that
enterprise formation is, at its core, about the intelligent organisation of economic relationships.
The entrepreneur who thinks in Coasean terms asks: Where are my transaction costs highest?
What should | internalise (do within the firm) and what should | externalise (buy from markets)?
How do | build governance structures that reduce the cost of coordination?

The TikTok entrepreneur typically does not ask these questions. She asks: What content will go
viral? Which supplier will give me the fastest turnaround? How do | grow my followers? These are
marketing questions, not enterprise questions. The firm — to the extent it exists at all — is a by-
product of content strategy rather than a deliberate organisational architecture.

Penrose and the Resource-Based View.

Edith Penrose's 'The Theory of the Growth of the Firm' (1959) introduced the concept of the firm as
a bundle of productive resources whose growth is constrained not by markets but by the
managerial capacity to deploy those resources effectively. For Penrose, growth is an internal
process — it emerges from how entrepreneurs identify underutilised resources, build managerial
teams, and create new productive combinations.

Penrosian logic demands patience, introspection, and long-term thinking about capability
accumulation. The social media economy is structurally hostile to all three. When metrics are
updated in real time and revenue feedback comes within 24 hours, the temporal horizon of the
entrepreneur compresses accordingly. Strategies are measured in campaign cycles, not quarters.
Capitalis deployed in inventory, not in building managerial depth. The firm cannot grow in the
Penrosian sense because the entrepreneur has not conceptualised it as a bundle of resources —
she has conceptualised it as a brand.

Edith Penrose (1959): 'The growth of the firm is essentially an internal process — it depends on the
productive services that its existing resources can provide and on the managerial capacity to exploit
them.' Gen-Z e-commerce inverts this logic: growth is treated as an external, audience-dependent
process driven by content performance.
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Oliver Williamson and Governance.

Oliver Williamson, building on Coase, showed that the internal governance of firms — the
structures of authority, accountability, and incentive alighment — determines whether productive
relationships can be sustained over time. His transaction cost approach to governance revealed
that without appropriate institutional structures, economic relationships are vulnerable to
opportunism, hold-up problems, and coordination failures.

The governance deficit in Kenya's social commerce ecosystem is acute. Most TikTok-based micro-
enterprises operate with no formal legal structure, no partnership agreements, no documented
supplier contracts, no employee terms of engagement, and no financial controls. When they grow
— as the most successful ones do — they encounter precisely the governance crises that
Williamson predicted: supplier disputes with no contractual recourse, staff theft with no audit trail,
partnership breakdowns with no legal protection. The enterprise collapses not because the market
rejected it, but because its internal architecture was never built to sustain scale.

Jensen, Meckling and the Principal-Agent Problem.

Agency theory, articulated by Jensen and Meckling (1976), examines what happens when
ownership and management are separated and how incentive misalighment between principals
and agents creates enterprise risk. While this framework is most associated with corporate
governance, it has direct implications for micro-enterprises operating through social platforms.

When a Gen-Z entrepreneur's identity becomes inseparable from her brand — when she is
simultaneously the founder, the product, the content creator, the customer service agent, and the
face of the enterprise — she has, paradoxically, created the most fragile possible organisational
form. There is no separation of person and firm, which means the firm cannot survive the
departure, illness, burnout, or reputational crisis of its creator. Every viral micro-enterprise that
disappears because the founder 'took a break' or 'lost motivation'is a demonstration of this
structural vulnerability.

"When the entrepreneur IS the firm, the firm is one burnout away from
liquidation.”
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4. Motivation, Systems, and the Discipline of Institutional Logic.

Beyond the theory of the firm, there is a deeper question about motivation — what drives
entrepreneurs, what sustains them through adversity, and what distinguishes those who build
lasting organisations from those who generate short-term revenue and disappear.

Intrinsic vs. Extrinsic Motivation — and the Dopamine Economy.

Self-Determination Theory (Deci and Ryan, 1985) distinguishes between intrinsic motivation —
driven by genuine interest, purpose, and mastery — and extrinsic motivation — driven by external
rewards such as money, recognition, and status. Research consistently shows that intrinsic
motivation produces more durable, higher-quality performance, particularly in complex, creative,
and long-term tasks.

Social media platforms are, by design, extrinsic motivation machines. The like button, the follower
count, the viral notification, and the revenue from a successful product drop are all external,
intermittent, variable reinforcement mechanisms — precisely the conditions that behavioural
psychologists identify as maximally addictive and minimally conducive to deep, purposeful work.
The Gen-Z entrepreneur who has learned to equate enterprise with the dopamine of a viral post has
had her motivational architecture subtly colonised by the platform.

When the views plateau — as they inevitably do — when the algorithm changes, when a competitor
goes more viral, or when the market shifts, the extrinsically motivated entrepreneur has no
motivational reserve. The enterprise collapses not because the economics failed but because the
psychological scaffolding was never built for adversity. The intrinsically motivated founder — the
one building a firm because she believes in solving a specific problem for a specific community,
with a clear theory of change — has reserves the algorithm cannot touch.

Systems Thinking and the Absence of Feedback Loops.

Peter Senge's concept of the 'learning organisation' (1990) posits that durable enterprises are those
capable of systemic thinking — understanding that results are produced not by individual acts but
by the structures, feedback loops, and mental models within which decisions are made. Senge's
archetypes of systemic dysfunction — the 'limits to growth' archetype, the 'shifting the burden'
archetype, the 'tragedy of the commons' archetype — are all present in the social commerce
ecosystem, largely unrecognised.

The 'limits to growth' archetype is especially visible: social commerce enterprises grow rapidly
through content virality, then plateau when the entrepreneur cannot scale operational capacity
(fulfilment, quality control, customer service) fast enough. The natural response — accelerate
content output to maintain growth — addresses the symptom (declining engagement) rather than
the structure (inadequate operational systems). The enterprise spins harder on the content
treadmill without ever building the productive infrastructure that would allow genuine scaling.
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Peter Senge (1990): 'The harder you push, the harder the system pushes back.' The Gen-Z entrepreneur
who responds to every growth plateau by increasing content frequency is running the ‘limits to growth'
archetype — without the systems literacy to diagnose, and therefore escape, the trap.

Governance, Accountability, and the Missing Middle.

Development economists have long identified Kenya's 'missing middle' — the near-absence of
medium-sized enterprises between micro-enterprises and large corporates — as a structural
impediment to inclusive growth. The social commerce wave is at acute risk of reproducing and
deepening this missing middle, because the transition from micro to medium enterprise requires
precisely the institutional capacities — governance, financial management, HR systems, quality
assurance, strategic planning — that social commerce training systematically omits.

The pathway from a TikTok micro-enterprise to a firm that employs 50 people, accesses
institutional credit, operates across counties, and builds equity value over time is not primarily a
marketing problem. It is a governance problem. It requires founders who understand boards of
directors, management accounts, institutional compliance, equity structures, and strategic
investment — concepts that are almost entirely absent from the 'hustle culture' curriculum that
Gen-Z entrepreneurs encounter on social media.

© 2025 CASA NEXUS Limited Page 7



CASA RESEARCH | The Aesthetics Trap: Gen-Z, TikTok Commerce & Africa's Growth Deficit.

5. The Macroeconomic Stakes — What Is Actually at Risk.

The argument thus far has been primarily microeconomic — about individual enterprises and their
structural fragilities. But the stakes are macroeconomic, and they are serious.

Capital Formation and the Accumulation Problem.

Classical development economics, from Arthur Lewis's dual-sector model to Paul Rosenstein-
Rodan's 'big push' theory, identifies capital accumulation — the reinvestment of surplus into
productive capacity — as the engine of structural transformation. Kenya cannot graduate from a
predominantly consumption-driven to an investment-driven economy without a generation of
entrepreneurs who understand capital formation, who reinvest profits rather than monetise
aesthetics, and who build assets rather than audiences.

The social commerce economy is structurally oriented toward consumption, not production. It
sells products (largely imported), creates content (low capital-intensity), and generates income
that is largely consumed rather than invested. The goods being moved through Instagram and
TikTok commerce — fashion, cosmetics, fast food, electronics — are predominantly final
consumption goods with limited productive linkages to the domestic economy. The platform
entrepreneur is, in development economics terms, closer to a trader than a producer. Trading is
not without value, but it does not drive structural transformation.

Institutional Density and Trust Infrastructure.

Daron Acemoglu and James Robinson's work on institutions (‘Why Nations Fail,' 2012)
demonstrates that inclusive economic institutions — those that distribute productive incentives
widely and enforce property rights and contracts — are the primary determinants of long-run
development. These institutions do not emerge spontaneously from market activity; they must be
consciously built, through legal systems, professional norms, regulatory frameworks, and the
accumulated trust that comes from sustained adherence to transparent rules.

The informal, identity-based, trust-deficient commercial environment of social media commerce is
the antithesis of institutional density. It operates on personal reputation, social network proximity,
and platform-mediated visibility rather than contractual obligation and institutional accountability.
At micro scale, this is functional. At macro scale — when it becomes the dominant form of
enterprise formation for an entire generation — it represents a profound deficit of institution-
building, with long-run consequences for the quality of Kenya's commercial environment.

"A generation that learns to sell but not to govern, to market but not to manage,
will build a louder economy — but not a stronger one."

Human Capital Misallocation.

Kenya's tertiary education system produces graduates who increasingly view formal employment
as afailure state and entrepreneurship as the aspirational alternative. This is not, in itself,
problematic — entrepreneurship is vital. But when the entrepreneurship on offer is primarily

© 2025 CASA NEXUS Limited Page 8



CASA RESEARCH | The Aesthetics Trap: Gen-Z, TikTok Commerce & Africa's Growth Deficit.

content-driven micro-commerce, the economy risks a fundamental misallocation of human
capital: some of its most talented young people investing their most productive years building
audiences rather than institutions, platforms rather than firms, and personal brands rather than
productive enterprises.

The opportunity cost is not hypothetical. The 26-year-old who spends five years mastering TikTok
commerce instead of building genuine operational expertise in logistics, manufacturing,
agribusiness, or finance is not only limiting her own long-term productivity — she is removing
herself from the institutional learning networks that create the managerial capital that drives
enterprise growth.
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6. Counterarguments — And Why They Fall Short.

The argument presented here will face several objections from champions of the digital economy.
These deserve serious engagement.

'Digital entrepreneurship creates real income and real jobs'.

This is true, and not contested here. The thesis does not argue that social commerce is valueless —
it argues that it is insufficient as the dominant model of enterprise formation for a development
economy. Income without capital accumulation, employment without institutional depth, and
revenue without organisational learning are necessary but not sufficient conditions for the kind of
structural transformation that Kenya requires.

'Traditional business education is also failing'.

Also true. Kenya's business schools, technical institutes, and entrepreneurship programmes have
their own profound failures — they produce graduates who are over-theorised and under-
practicalised, who can write a business plan but cannot manage a supply chain disruption. The
response to this failure, however, cannot be to abandon theory altogether. It must be to design
better integration of theory and practice — not to celebrate the abandonment of theory as an
entrepreneurial virtue.

'Some TikTok entrepreneurs do build serious businesses'.

Yes — and this is instructive. The ones who do are precisely those who, at a certain inflection point,
make a deliberate cognitive shift from thinking as content creators to thinking as business builders.
They hire accountants. They formalise supplier agreements. They build teams with distinct roles.
They develop governance structures. They start thinking about equity and long-term value. In other
words, they escape the social commerce mental model and enter the theory-of-the-firm mental
model. The argument here is that this transition should not be accidental — it should be the
deliberate starting point, not a belated discovery.
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7. Toward a Corrective — From Aesthetics to Architecture.

The argument of this thesis is not nostalgic. It does not advocate for a return to formal
employment, for the rejection of digital tools, or for a conservative posture toward technological
change. Digital commerce is a legitimate and powerful enabler of economic participation. The
problem is the intellectual frame within which it is practised — and it is that frame which must be
corrected.

Embed Institutional Thinking in Digital Entrepreneurship Training.

The proliferation of 'hustle academies,' social media boot camps, and digital commerce incubators
in Kenya represents a significant opportunity — but currently a missed one. The curricula of these
programmes are almost universally focused on marketing, content creation, and monetisation
strategy. They should be redesigned to include: transaction cost thinking (when should | build vs.
buy?), governance fundamentals (what structures protect my enterprise from its own growth?),
financial architecture (how do | build balance sheet strength, not just P&L revenue?), and
motivation and leadership theory (what sustains performance beyond external validation?).

Reframe Success Metrics in Policy and Media.

Kenya's government, development partners, and media consistently measure and celebrate the
social commerce economy through engagement metrics — number of digital entrepreneurs,
volume of transactions, app downloads, follower counts. These metrics are deeply misleading as
development indicators. Policy and media should pivot toward measuring enterprise formalisation
rates, capital investment per enterprise, enterprise survival beyond three years, credit access,
workforce growth, and institutional compliance. What gets measured gets managed — and
currently, the wrong things are being measured.

Create Institutional Pathways from Micro to Meso.

The 'missing middle' problem requires deliberate institutional engineering. Kenya needs purpose-
built transition infrastructure for social commerce entrepreneurs who reach revenue ceilings and
want to formalise and scale — including preferential registration pathways, matched savings
programmes that reward profit reinvestment, mentorship networks linking micro-entrepreneurs
with institutional managers, and access to patient capital (equity, not just debt) that does not
demand the social collateral of virality.

Revalue the Entrepreneur Who Builds Slowly.

Perhaps the most important corrective is cultural. The social media ecosystem aggressively
valorises speed — the overnight sensation, the viral launch, the 100K follower milestone in six
months. Kenya's development discourse must consciously counterprogram this narrative,
celebrating the entrepreneur who built a 20-person supply chain over five years, who formalised
her business and accessed institutional credit, who developed a team and survived a market
shock. Slow, systemic, institutional building is not less impressive than viral growth — it is, by every
measure of developmental value, more impressive. The culture must learn to say so.
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8. Conclusion: The Generation That Must Choose.

Kenya's Gen-Z cohort stands at a genuine historical inflection point. It is the largest, best-
educated, most digitally capable, and most entrepreneurially energised generation in the country's
history. It operates in an environment of unprecedented technological opportunity and deeply
inadequate institutional infrastructure. The choices this generation makes — collectively, in how it
understands, practises, and teaches entrepreneurship — will shape the productive architecture of
Kenya's economy for the next four decades.

The dominant choice so far has been aesthetics over architecture: the click over the contract, the
view over the value, the personal brand over the productive firm. This choice is understandable.
The platforms that have shaped this generation's commercial imagination are built to make
aesthetics rewarding and architecture invisible. They reward the performance and discount the
system.

But development — real development, the kind that compounds across generations and builds the
productive capacities, institutional depth, and human flourishing that constitute genuine
prosperity — cannot be performed into existence. It must be built. It requires entrepreneurs who
understand not just how to sell but how to organise; not just how to go viral but how to govern; not
just how to generate income but how to accumulate capital; not just how to grow an audience but
how to build an institution.

"Africa does not need more performers. It needs more architects. The continent
will be built not by those with the most views — but by those with the clearest
vision of what endures."”

The theory of the firm is not a relic of 20th-century economics departments. It is the intellectual
foundation of every enterprise that has ever survived long enough to matter. The motivation of
systems — the understanding that durable performance comes from structures and incentives, not
from individuals performing at maximum intensity — is not an abstract management concept. Itis
the difference between an enterprise that outlasts its founder and one that dies with her burnout.

Kenya's Gen-Z has the energy, the creativity, the digital fluency, and the hunger to build something
historically significant. What it urgently needs is the intellectual architecture to convert that energy
into institutions. That conversion — from performance to production, from aesthetics to

architecture, from clicks to capital — is the most important developmental task of this generation.

And it begins not with a better content strategy. It begins with a theory.
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