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Abstract

The purpose of this paper is to develop a conceptual framework that explains how responsible artificial intelligence (AI)
practices can be embedded within entrepreneurial ventures to support ethical governance, stakeholder accountability,
and sustainable value creation. Addressing the growing ethical challenges associated with Al driven entrepreneurship,
the study seeks to clarify the mechanisms through which ethical responsibility is operationalized in entrepreneurial
contexts. This study adopts a conceptual and theory driven approach. Drawing on stakeholder theory, responsible
innovation, and digital responsibility perspectives, the paper integrates insights from the ethics, entrepreneurship,
and technology literatures to develop a process-oriented framework. A set of theoretically grounded propositions is
advanced to explicate the relationships among responsible Al practices, ethical governance mechanisms, stakeholder
trust, moral legitimacy, and sustainable value creation. The research theorizes that responsible Al practices influence
sustainable value creation indirectly through ethical governance mechanisms and stakeholder trust, which sequentially
contribute to moral legitimacy. The framework suggests that ethical governance translates abstract Al ethics principles
into organizational practices, while stakeholder trust and moral legitimacy function as critical mediating conditions
that enable Al driven entrepreneurial ventures to achieve long term economic, social, and ethical value. The current
study offers a novel, entrepreneurship focused perspective on responsible Al by shifting attention from corporate
and regulatory contexts to the unique governance challenges faced by AI driven ventures. By conceptualizing ethical
governance and stakeholder trust as central mediating mechanisms, the paper advances a process-oriented explanation
of how ethical responsibility supports legitimacy and sustainable value creation in entrepreneurial settings.

Keywords: Responsible AI, Al-driven Entrepreneurship, Ethical Governance, Moral Legitimacy, Sustainable Value
Creation

Introduction

The rapid advancement and diffusion of artificial intelligence (AI) technologies have fundamentally transformed
entrepreneurial activity, enabling new forms of innovation, scalability, and value creation across industries. Entrepreneurial
ventures increasingly deploy Al driven applications for decision making, customer analytics, automation, and predictive
insights, often at early stages of organizational development. While these technologies offer substantial competitive
advantages, they simultaneously raise profound ethical concerns related to algorithmic bias, transparency, data privacy,
accountability, and societal impact. In entrepreneurial settings characterized by speed, uncertainty, resource constraints,
and limited formal governance such ethical challenges are often intensified [1-7].

Prior research on Al driven entrepreneurship has predominantly emphasized technological capabilities, business model
innovation, and performance outcomes. Studies highlight how Al enhances opportunity recognition, operational efficiency,
and market responsiveness in startups. However, this stream of research tends to marginalize ethical considerations,
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treating them as external constraints rather than integral components of entrepreneurial decision making. At the same
time, the expanding literature on Al ethics has largely focused on large organizations, public institutions, and regulatory
frameworks, with limited attention to the unique moral and governance challenges faced by entrepreneurial ventures.
This separation has resulted in a fragmented understanding of how ethical responsibility can be systematically embedded
within AI enabled entrepreneurial activity [8].

Addressing this gap, this paper develops a conceptual framework that positions responsible Al as a foundational element
of entrepreneurship rather than a post hoc compliance mechanism. Drawing on stakeholder theory, Trade off theory,
responsible innovation, and digital responsibility, the study conceptualizes responsible Al as a multidimensional construct
encompassing fairness transparency, accountability, and human oversight. The framework theorizes how these ethical
principles shape entrepreneurial governance mechanisms, strengthen stakeholder trust, and enhance moral legitimacy,
thereby supporting sustainable value creation. By advancing a set of theoretically grounded propositions, this paper
contributes to the ethics, entrepreneurship, and technology literatures and provides actionable insights for entrepreneurs,
policymakers, and technology regulators seeking to balance Al driven innovation with ethical accountability [4,12-19].

This study advances existing research by offering a process oriented ethical framework tailored specifically to Al driven
entrepreneurial ventures. Unlike prior AI ethics models that predominantly focus on corporate or policy contexts,
the proposed framework foregrounds the unique governance vulnerabilities of entrepreneurial settings, including
founder centric decision making, accelerated scaling pressures, and limited formal oversight. By theorizing ethical
governance, stakeholder trust, and moral legitimacy as sequential mechanisms linking responsible Al practices to
sustainable value creation, this study provides a novel explanation of how ethical responsibility is operationalized and
sustained in entrepreneurial contexts. By explicitly linking ethical Al governance to entrepreneurial legitimacy and
stakeholder accountability, this study directly advances JEET's mission to examine ethical challenges at the intersection
of entrepreneurship and emerging technologies.

Theoretical Foundations and Conceptual Background

Stakeholder Theory and Ethical Entrepreneurship

Stakeholder theory provides a foundational lens for understanding ethical responsibility in entrepreneurial contexts
by emphasizing that organizations have obligations extending beyond shareholders to a broader set of stakeholders,
including customers, employees, communities, regulators, and society at large. In entrepreneurial ventures, stakeholder
relationships are often more fragile and dynamic than in established firms, making ethical considerations particularly
salient. Entrepreneurs frequently operate in conditions of uncertainty and resource scarcity, where decisions can produce
disproportionate impacts on vulnerable stakeholder groups. From this perspective, ethical entrepreneurship requires the
deliberate integration of stakeholder interests into strategic and operational decision making, rather than treating ethics
as a compliance driven afterthought [13].

When Al technologies are introduced into entrepreneurial ventures, stakeholder complexity increases further. Algorithmic
decision-making systems can affect multiple stakeholders simultaneously, often in opaque and difficult to audit ways.
Issues such as biased data, exclusionary outcomes, and accountability gaps raise concerns regarding whose interests are
prioritized and who bears responsibility for algorithmic harms. Stakeholder theory therefore offers a critical normative
foundation for conceptualizing responsible Al in entrepreneurship, highlighting the need for accountability, transparency,
and inclusive governance mechanisms that recognize the moral claims of diverse stakeholder groups [5,20-22].

Responsible Innovation and AI Ethics

Responsible innovation extends ethical inquiry beyond outcomes to include the processes through which technologies
are developed, deployed, and governed. It emphasizes anticipation, reflexivity, inclusion, and responsiveness as core
principles guiding technological innovation. Within the context of Al, responsible innovation has been increasingly
invoked to address ethical risks such as unintended consequences, social harm, and misalignment between technological
capabilities and societal values. This perspective is particularly relevant for entrepreneurial ventures, which often adopt
emerging technologies rapidly and experimentally, with limited institutional safeguards [15,19].

Al driven startups face heightened ethical exposure due to their reliance on iterative experimentation, fast scaling,
and data intensive business models. Without explicit ethical frameworks, these ventures risk embedding problematic
assumptions and biases into their technologies at early stages, making ethical failures difficult to correct as ventures
grow. Responsible innovation theory therefore supports the argument that ethical reflection and governance should be
integrated into entrepreneurial Al development from inception, rather than retrofitted in response to external pressures
or regulatory interventions [23-25].

Digital Responsibility and Entrepreneurial Governance

The concept of digital responsibility has emerged as a response to the expanding societal influence of digital technologies,
emphasizing the ethical management of data, algorithms, and digital infrastructures. Digital responsibility extends
traditional notions of corporate social responsibility by focusing specifically on digital harms, such as privacy violations,
surveillance, manipulation, and algorithmic opacity. For entrepreneurial ventures, digital responsibility is not only an
ethical obligation but also a source of legitimacy and trust in increasingly skeptical digital markets [12,16].
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In Al enabled entrepreneurship, governance mechanisms related to digital responsibility play a central role in shaping
ethical outcomes. These mechanisms include transparency protocols, human in the loop systems, ethical review
processes, and accountability structures that clarify responsibility for algorithmic decisions. Given the absence of mature
governance frameworks in many startup environments, entrepreneurs often serve as primary ethical gatekeepers,
making individual values and organizational culture critical determinants of responsible Al adoption. Digital responsibility
thus provides a crucial conceptual bridge between ethical principles and practical governance in Al driven entrepreneurial
ventures [26-28].

Toward a Responsible AI Entrepreneurship Nexus

Integrating stakeholder theory, responsible innovation, and digital responsibility enables a holistic understanding of
ethical responsibility in Al driven entrepreneurship. Together, these perspectives suggest that responsible Al is not
merely a technical attribute, but a governance-oriented capability embedded within entrepreneurial processes. Ethical
AI adoption requires aligning technological design choices with stakeholder expectations, societal values, and long-term
legitimacy considerations. This integrated theoretical foundation informs the development of the conceptual framework
proposed in this study, which explicates how responsible Al principles influence governance mechanisms, stakeholder
accountability, and sustainable value creation in entrepreneurial contexts. To clarify the core concepts employed in this
study, Table I summarizes the key constructs and their definitions underpinning the proposed conceptual framework

[11].

Construct Definition Key References

Responsible AI The ethical design, development, and deployment of Al Davenport and Ronanki
systems that emphasize fairness, transparency, accountability, | (2018); Issa et al. (2022)
and human oversight in entrepreneurial contexts.

Ethical Governance Formal and informal structures, practices, and controls that Wamba (2022); Ali et al.

Mechanisms guide and monitor Al related decision making to ensure (2025)
ethical accountability within entrepreneurial ventures.

Stakeholder Trust Stakeholders’ confidence that an Al driven entrepreneurial Frick et al. (2021); Wang and
venture will act competently, fairly, and responsibly, even Zhang (2025)
under conditions of uncertainty and information asymmetry.

Moral Legitimacy The perception that an entrepreneurial venture’s Al enabled | Johnk et al. (2021); Klein and
activities are socially acceptable, appropriate, and aligned Maldonado-Bautista (2022)
with prevailing ethical norms and values.

Sustainable Value Creation | The generation of long term economic, social, and ethical Mishra (2024); Salamzadeh et
value that balances entrepreneurial growth with societal al. (2025)
responsibility.

Source: The author’s own work

Table 1: Summary of Key Constructs and Definitions

Conceptual Framework and Propositions Development

Responsible AI in Entrepreneurial Contexts

Responsible Al refers to the design, development, and deployment of artificial intelligence systems in ways that align
with ethical principles, societal values, and stakeholder expectations. In contrast to purely technical or performance-
oriented views, responsible Al emphasizes fairness, transparency, accountability, and human oversight as foundational
ethical dimensions. These dimensions are particularly salient in entrepreneurial ventures, where Al systems are often
implemented rapidly and iteratively, with limited formal governance structures. As a result, ethical shortcomings
embedded in early-stage Al systems may scale quickly and generate significant stakeholder harm [1-3,5,11,24].

Entrepreneurial contexts differ from large organizations in that founders exert disproportionate influence over
technological choices, ethical norms, and governance practices, often in the absence of dedicated compliance units
or formal oversight structures. Entrepreneurs frequently make decisions under conditions of uncertainty and time
pressure, increasing the likelihood that ethical considerations are subordinated to growth imperatives. Conceptualizing
responsible Al as a multidimensional construct allows for a more nuanced understanding of how ethical principles can
be systematically embedded into entrepreneurial decision-making processes rather than treated as external constraints
or regulatory burdens [6,7,29].

Responsible AI and Ethical Governance Mechanisms

Ethical governance mechanisms represent the formal and informal structures through which entrepreneurial ventures
oversee, monitor, and guide Al related activities. These mechanisms include transparency practices, accountability
structures, ethical review processes, and human in the loop controls that enable oversight of algorithmic decision
making. From a responsible innovation perspective, governance mechanisms serve as conduits through which ethical
principles are translated into operational practices [15,25,26,30].
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In AI driven entrepreneurial ventures, responsible Al principles are expected to positively influence the development
of ethical governance mechanisms. Fairness oriented Al design encourages bias auditing and inclusive data practices,
while transparency requirements promote explainability and disclosure. Accountability principles clarify responsibility for
algorithmic outcomes, reducing moral ambiguity and governance gaps. Accordingly, responsible Al adoption is theorized
to strengthen ethical governance structures within entrepreneurial ventures [12,30].

Proposition (P1)
Responsible Al practices are positively associated with the development of ethical governance mechanisms in Al driven
entrepreneurial ventures.

Ethical Governance and Stakeholder Trust

Stakeholder trust is a critical intangible resource for entrepreneurial ventures, particularly those operating in digital
and Al intensive environments. Trust reflects stakeholders’ beliefs that an organization will act competently, fairly, and
responsibly, even in the presence of information asymmetries. Ethical governance mechanisms play a central role in
cultivating such trust by signaling commitment to responsible conduct and stakeholder protection [20].

In Al enabled entrepreneurship, governance mechanisms such as transparency disclosures, accountability protocols,
and human oversight reduce perceptions of opportunism and ethical risk. These mechanisms enhance stakeholders’
confidence that Al systems will not produce arbitrary, discriminatory, or harmful outcomes. Consequently, ethical
governance is theorized to strengthen stakeholder trust across customers, employees, investors, and regulators [16,30-
32].

Proposition (P2)

Ethical governance mechanisms positively influence stakeholder trust in Al driven entrepreneurial ventures.
Stakeholder Trust and Moral Legitimacy

Moral legitimacy refers to the perception that an organization’s activities are desirable, appropriate, and aligned with
socially constructed norms and values. For entrepreneurial ventures, moral legitimacy is essential for survival, growth,
and access to critical resources, particularly in emerging and controversial technological domains. Stakeholder trust
serves as a key antecedent of moral legitimacy by reinforcing beliefs that a venture operates responsibly and ethically
[21,33].

Al driven ventures face heightened legitimacy challenges due to public concerns surrounding automation, surveillance,
and algorithmic bias. When stakeholders trust that Al systems are governed ethically, ventures are more likely to be
perceived as morally legitimate and socially acceptable. Thus, trust functions as a relational mechanism through which
ethical governance translates into broader societal approval [34].

Proposition (P3)
Stakeholder trust positively influences the moral legitimacy of Al enabled entrepreneurial ventures.

Moral Legitimacy and Sustainable Value Creation

Sustainable value creation extends beyond short term financial performance to include long term economic, social, and
ethical outcomes. Moral legitimacy enhances a venture’s ability to attract resources, maintain stakeholder relationships,
and operate within evolving regulatory environments. In the context of Al driven entrepreneurship, legitimacy reduces
resistance to innovation and supports sustained adoption of Al enabled solutions [7,35,36].

Ethically legitimate ventures are better positioned to balance innovation with responsibility, mitigating reputational risks
and fostering durable stakeholder engagement. As a result, moral legitimacy is theorized to contribute positively to
sustainable value creation by aligning entrepreneurial growth with societal expectations [37].

Proposition (P4)
Moral legitimacy positively influences sustainable value creation in Al driven entrepreneurial ventures.

The Mediating Role of Ethical Governance and Trust

Integrating the preceding arguments suggests that the influence of responsible Al practices on sustainable value creation
in entrepreneurial ventures is not direct but unfolds through a sequential set of ethical and relational mechanisms.
Responsible AI principles such as fairness, transparency, accountability, and human oversight establish a normative
foundation for ethical conduct; however, these principles only become operational when translated into concrete ethical
governance mechanisms. Ethical governance structures embed responsible Al into entrepreneurial decision making
by formalizing oversight, accountability, and control over Al related activities, thereby shaping how AI systems are
designed, deployed, and monitored within ventures. In this sense, ethical governance represents a critical mediating
mechanism that connects abstract ethical intentions to organizational practices and constrains the amplification of
ethical risks as Al systems scale [15].
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Ethical governance mechanisms further contribute to sustainable value creation by fostering stakeholder trust and
strengthening moral legitimacy. By signaling commitment to responsible conduct and reducing concerns related to
algorithmic bias, opacity, and misuse, ethical governance enhances stakeholders’ confidence in the venture’s intentions
and capabilities. As trust develops, entrepreneurial ventures are more likely to be perceived as morally legitimate and
socially acceptable, facilitating access to resources, stakeholder support, and long-term viability. Conversely, in the
absence of responsible Al practices and ethical governance, ventures risk eroding trust and undermining legitimacy, with
potentially irreversible consequences as Al enabled activities expand. While the framework is presented as a sequential
process, ethical decision making in Al driven entrepreneurship may involve feedback loops and trade-offs between
innovation speed and ethical oversight, particularly under conditions of resource constraint and competitive pressure
[16].

Proposition (P5)
Ethical governance mechanisms and stakeholder trust sequentially mediate the relationship between responsible Al
practices and moral legitimacy.

Proposition (P6)
The relationship between responsible Al practices and sustainable value creation is indirectly mediated by ethical
governance, stakeholder trust, and moral legitimacy.

Although the framework is presented as a sequential process, ethical decision making in Al driven entrepreneurship
may involve feedback loops, trade offs, and tensions between innovation speed and ethical oversight, particularly under
competitive and resource constrained conditions.

The proposed framework is primarily applicable to early stage and growth oriented entrepreneurial ventures operating
in Al intensive domains, particularly those characterized by high data dependency and societal sensitivity. The strength
and relevance of the proposed relationships may vary across industries, regulatory environments, and stages of venture
development. For example, ventures operating in highly regulated sectors or deploying high risk Al applications may
experience stronger governance and legitimacy pressures than those in low-risk digital contexts. These boundary
conditions provide important opportunities for future empirical refinement. For clarity, Table II provides an overview of
the propositions developed in this study.

Proposition Statement

P1 Responsible Al practices are positively associated with the development of ethical governance mechanisms
in Al driven entrepreneurial ventures.

P2 Ethical governance mechanisms positively influence stakeholder trust in AI driven entrepreneurial ventures.

P3 Stakeholder trust positively influences the moral legitimacy of Al enabled entrepreneurial ventures.

P4 Moral legitimacy positively influences sustainable value creation in AI driven entrepreneurial ventures.

P5 Ethical governance mechanisms and stakeholder trust sequentially mediate the relationship between

responsible Al practices and moral legitimacy.

P6 The relationship between responsible Al practices and sustainable value creation is indirectly mediated by
ethical governance, stakeholder trust, and moral legitimacy.

Source: Adapted from another source

Table 2: Overview of Propositions

Responsible Al
Practices

e Fairness

e Transparency

e Accountability

e Human Oversight

A

Ethical Governance

Mechanisms Moral Legitimacy

. . R Sustainable
e Perceived Ethical —> .
e Transparency . Value Creation
i Appropriateness
e Accountability

X e Social Acceptance
e Human in the Loop

Figure 1: Conceptual Framework of Responsible AI-Driven Entrepreneurship (Author’'s Own
Conceptualization)
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Theoretical | Core theoretical | Responsible AI | Entrepreneurial | Framework Expected P(s)
perspective | principle application governance mechanism outcome
challenge
addressed
Stakeholder | Ventures have Fairness, Conflicting Ethical treatment Stakeholder P2-P3
theory ethical obligations | stakeholder stakeholder and transparent trust and moral
toward customers, | inclusion, interests, governance legitimacy
employees, transparency and | information strengthen
investors, protection from asymmetry and stakeholder
regulators, algorithmic harm | vulnerability to AI- | confidence
communities, and related harms
society
Responsible | Innovation should | Bias assessment, | Rapid Responsible Al Stronger ethical | P1
innovation incorporate ethical impact experimentation principles are governance
anticipation, evaluation, and scaling may translated into mechanisms
reflexivity, inclusive AI embed ethical governance routines
inclusion and design and risks before formal | and oversight
responsiveness continuous controls are practices
monitoring developed
Digital Organizations Data governance, | Start-ups often Digital controls Ethical P1-P2
responsibility | are accountable explainability, lack formal clarify decision governance
for the ethical privacy accountability responsibility and and stakeholder
management of protection, structures and reduce algorithmic | trust
data, algorithms algorithmic specialized opacity
and digital accountability compliance
infrastructure and human capabilities
oversight
Legitimacy Organizational Public disclosure, | AI ventures face Stakeholder Moral legitimacy | P3
theory survival depends responsible Al societal concerns trust produces
on alignment with | certification and | regarding bias, perceptions
socially accepted demonstrable surveillance, of ethical
norms and values | ethical conduct automation and appropriateness and
misuse social acceptance
Sustainable Long-term Responsible Pressure for Moral legitimacy Sustainable P4
value value integrates innovation, rapid growth may | supports resource value creation
perspective | economic, social stakeholder prioritize short- access, stakeholder
and ethical protection and term financial commitment
outcomes long-term Al outcomes over and continued
governance social responsibility | acceptance
Integrated Responsible Combined Ethical principles Responsible AI — Sustainable P5-P6
theoretical Al creates application alone may remain | ethical governance | economic,
logic value through of fairness, symbolic unless — stakeholder trust | social and
interconnected transparency, institutionalized — moral legitimacy | ethical value
governance, accountability through
relational and and human organizational
legitimacy-building | oversight practices
mechanisms
Source: Author’s own conceptualization based on stakeholder theory, responsible innovation, digital responsibility and legitimacy
theory.

Table 3: Theoretical Integration and Conceptual Mechanisms

Discussion and Implications

Theoretical Contributions

This study advances the literature on ethics, entrepreneurship, and technology by offering an integrative conceptual
framework that positions responsible Al as a core driver of ethical governance and sustainable value creation in
entrepreneurial ventures. Prior research on Al driven entrepreneurship has largely emphasized innovation outcomes and
competitive advantage, while ethical considerations have remained fragmented across technology ethics and corporate
governance literatures. By synthesizing stakeholder theory, responsible innovation, and digital responsibility, this study
bridges these streams and conceptualizes ethics as an endogenous element of entrepreneurial Al adoption rather than
an external constraint [8,9,11].

Second, the framework contributes to stakeholder theory by extending its application to algorithmic and Al mediated
entrepreneurial contexts. While stakeholder theory traditionally focuses on managerial decision making in established
firms, this study highlights how ethical governance mechanisms function as mediating structures that translate
responsible Al principles into stakeholder trust and moral legitimacy in entrepreneurial settings. In doing so, the paper
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responds to calls for greater attention to governance and legitimacy in emerging technology ventures [13,34].

Finally, the study contributes to the Al ethics literature by emphasizing the distinct ethical vulnerabilities of entrepreneurial
ventures. Unlike large organizations, startups often lack formalized governance structures, increasing the importance
of early-stage ethical design and founder driven values. The proposed framework thus extends Al ethics scholarship
beyond corporate and policy domains into the entrepreneurial arena. At the same time, embedding ethical governance
into AI driven entrepreneurial ventures may introduce trade offs, including increased development costs, slower
experimentation, and potential tensions between rapid scaling and responsible innovation. Unlike existing Al ethics
frameworks that emphasize corporate compliance or regulatory alignment, this framework foregrounds entrepreneurial
governance processes and legitimacy building mechanisms as central ethical challenges in Al enabled ventures [6,7,24].

Managerial Implications for Entrepreneurs

For entrepreneurs, the framework underscores that responsible Al adoption is not merely a compliance exercise but
a strategic capability that shapes trust, legitimacy, and long-term value creation. Embedding fairness, transparency,
accountability, and human oversight into Al systems can help founders proactively mitigate ethical risks and reduce
reputational vulnerability. Entrepreneurs are encouraged to establish ethical governance mechanisms such as bias audits,
explainability protocols, and human in the loop decision processes early in the venture lifecycle, when technological and
organizational designs are most malleable [26].

The framework also suggests that stakeholder trust should be treated as a strategic asset in Al driven entrepreneurship.
Transparent communication about Al use, data practices, and accountability structures can strengthen relationships
with customers, investors, and regulators. Such trust enhancing practices may improve access to critical resources and
facilitate venture growth in ethically sensitive market. Entrepreneurs who proactively align Al innovation with ethical
responsibility are therefore better positioned to achieve sustainable competitive advantage [16,40].

Entrepreneurs adopting AI frequently face ethical dilemmas that involve balancing rapid experimentation against
fairness, data exploitation against privacy, and automation efficiency against human oversight. These dilemmas are
often intensified by investor pressure, limited resources, and the absence of formal ethical guidance. The proposed
framework provides entrepreneurs with a structured lens for navigating such ethical tensions, rather than assuming
ethics and innovation are inherently aligned.

Policy and Regulatory Implications

From a policy perspective, the findings highlight the importance of supporting ethical governance capabilities in
entrepreneurial ecosystems. Regulators and policymakers should recognize that startups face distinct constraints
compared to large firms and may require tailored guidance, ethical toolkits, and flexible regulatory frameworks to
support responsible Al adoption. Rather than relying solely on punitive regulation, policymakers could promote ethical
experimentation through standards, sandbox environments, and best practice guidelines that encourage transparency
and accountability [25].

The framework further suggests that moral legitimacy plays a critical role in the societal acceptance of Al driven
entrepreneurial ventures. Policymakers and industry associations can facilitate legitimacy building by establishing shared
ethical norms and certification mechanisms that signal responsible Al practices to stakeholders. Such initiatives may
reduce public resistance to Al innovation while safeguarding societal values [12,33].

Future Research Agenda and Conclusion

Future Research Agenda

The conceptual framework proposed in this study offers several avenues for future research on responsible Al driven
entrepreneurship. First, empirical studies are needed to operationalize and validate the multidimensional construct of
responsible Al, particularly its core dimensions of fairness, transparency, accountability, and human oversight. Survey
based and qualitative research could examine how entrepreneurs interpret and implement these principles across
different technological and institutional contexts. Longitudinal designs may be especially valuable in capturing how
ethical governance mechanisms evolve as entrepreneurial ventures scale [11,24].

Second, future research could explore boundary conditions that shape the effectiveness of ethical governance in Al
enabled ventures. Institutional environments, regulatory regimes, and cultural contexts may moderate the relationship
between responsible Al practices and stakeholder trust. Comparative studies across regions or industries could deepen
understanding of how contextual factors influence ethical decision making in entrepreneurial Al adoption [34].

Third, scholars may investigate micro level mechanisms underlying ethical entrepreneurship, including founder values,
moral identity, and ethical leadership. Given the central role of entrepreneurs in early-stage governance, individual
level ethics may significantly shape organizational outcomes. Finally, future work could extend the framework to
examine unintended consequences of responsible Al initiatives, such as innovation trade offs or ethical tensions
between competing stakeholder groups, thereby advancing a more nuanced and realistic understanding of ethics in
entrepreneurial technology use [6,7].
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Conclusion

As artificial intelligence becomes increasingly embedded in entrepreneurial activity, ethical responsibility has emerged as
a defining challenge for Al driven ventures operating under conditions of uncertainty, rapid scaling, and limited formal
governance. This study responds to this challenge by developing a process oriented conceptual framework that explains
how responsible Al practices are translated into sustainable value creation through ethical governance, stakeholder
trust, and moral legitimacy. By positioning ethics as an integral component of entrepreneurial decision making rather
than a post hoc compliance concern, the framework clarifies the mechanisms through which AI driven ventures can align
technological innovation with societal expectations.

Building on stakeholder theory, responsible innovation, and digital responsibility perspectives, this paper advances a
nuanced understanding of responsible Al in entrepreneurial contexts. Specifically, the framework demonstrates that
responsible Al principles fairness, transparency, accountability, and human oversight must be institutionalized through
ethical governance mechanisms in order to generate trust and legitimacy among key stakeholders. The sequential logic
articulated through the proposed propositions highlights that ethical governance and stakeholder trust are not merely
desirable outcomes but essential mediating conditions that enable Al enabled entrepreneurial ventures to achieve moral
legitimacy and long-term value creation. In doing so, the study moves beyond outcome focused views of AI adoption
and contributes a governance centered explanation of ethical value creation in entrepreneurship.

Importantly, the framework also underscores the risks associated with neglecting ethical considerations in Al driven
entrepreneurship. In the absence of responsible Al practices and effective governance, ventures risk amplifying
algorithmic bias, eroding stakeholder trust, and undermining their moral legitimacy effects that may intensify and become
difficult to reverse as Al systems scale. By explicitly acknowledging ethical trade offs and governance challenges, this
study offers a realistic and context sensitive account of responsible Al adoption. Overall, the paper contributes to the
ethics, entrepreneurship, and technology literatures by providing a coherent theoretical foundation that supports future
empirical research and informs entrepreneurial practice and policy. Ultimately, it emphasizes that responsible Al is not
a constraint on entrepreneurial innovation but a foundational driver of legitimacy, trust, and sustainable value creation
in the digital economy [1-41].
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