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n What a Hybrid Venture Actually Is — and Is Not

The term "hybrid venture" is used loosely across the mission-driven sector to describe organizations that
have both a mission and a revenue model. This loose usage produces serious analytical errors:
organizations are designed, governed, funded, and diagnosed using frameworks built for the wrong
organizational form.

A hybrid venture, correctly defined, is an organization whose value proposition is architecturally
dependent on the simultaneous, integrated operation of a commercial engine and a mission engine —
where neither can be removed without destroying the value proposition of the whole. This definition is
structural, not intentional. It does not depend on the founder's values or the organization's stated purpose.
It depends on whether the commercial and mission activities are genuinely integrated in a way that makes
each engine stronger because of its relationship to the other.

NOT A HYBRID VENTURE HYBRID VENTURE (GENUINE) THE COLINEARITY TEST

* A nonprofit that * An organization
charges fees for its where delivering the
programs as a mission outcome

sustainability strategy creates the

« A company that commercial product
donates a percentage or service that
of profits to charitable generates revenue
causes * An organization

. An Organization where commercial
running a social success direCtly

Q1: Does delivering the
mission outcome make the
commercial engine stronger?

Q2: Does commercial success
increase the mission engine's
capacity to deliver outcomes?

YES to both = genuine hybrid
venture. NO to either = parallel

enterprise as a increases the
separate earned
income program
alongside its core
nonprofit
programming

capacity to deliver
mission outcomes —
not as a funding
mechanism, but as an
architectural
relationship

An organization
where removing
either engine would

destroy the core value

proposition

operator — two programs
sharing overhead, not
architecturally integrated.

Table 1. Hybrid venture definition and Colinearity Principle test. This test is designed to be applied by a board
member or ED, not only by an organizational design practitioner. If the answer to either question is no, the
organization is a parallel operator, and the diagnostic and design implications are materially different.



n The Four Hybrid Failure Modes

Organizations that have the structural characteristics of a hybrid venture but lack the architectural design
to support that form reliably produce one of four failure modes. These are not random outcomes. They

are predictable consequences of specific architectural misdesign decisions, and each has a specific

DMMV architectural response.

THE ARCHITECTURAL

MISDESIGN

HOW IT PRESENTS

FM-1 Mission Drift

FM-2 Commercial
Undercapitalization

FM-3 Governance
Collapse Under
Complexity

FM-4 Evidence

Translation Failure

The commercial engine grows
faster than governance architecture
can constrain; commercial
incentives gradually redirect
decision-making away from mission
delivery toward revenue
optimization

Mission delivery is treated as the
primary engine and commercial
activity as instrumental — the
commercial engine is chronically
undercapitalized because
resources flow to mission before
commercial development

Dual-mission complexity outpaces
the informal governance structures
built for early-stage single-mission
operations; authority boundaries
blur; decisions are made in the
wrong forums or by the wrong
people

Mission delivery generates
meaningful impact outcomes that
cannot be translated into the
commercial value language that
funders and investors require

Table 2. The four hybrid failure modes.

Funder and community
stakeholders notice the
organization optimizing for
commercial scale;
mission-impacting decisions
are made for commercial
reasons without governance
review

The commercial engine never
reaches the scale required to
fund the mission; the
organization is permanently
resource-constrained and
unable to achieve either goal
at full potential

A commercial decision with
mission implications is made
by operational leadership
without board involvement; or
a mission decision with
commercial consequences is
delayed by board process
designed for nonprofit-only
governance

Institutional funders and
impact investors ask for
evidence that the mission
delivery is producing the
commercial value they are
paying for — and the
organization has no systematic
mechanism to provide it
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The Six Hybrid Readiness Diagnostic Domains

The Hybrid Readiness Diagnostic assesses an organization across six domains. Each domain is
evaluated through specific observable indicators — not subjective impressions of organizational health,
but specific questions about the existence, completeness, and functionality of particular structural
elements. An absent document is a gap finding. A board process never tested against a real commercial
decision is a gap finding. An impact claim untraceable to a specific artifact is a gap finding.

Domain 1: Hybrid Has the organization explicitly defined itself as a hybrid venture —
Architecture Definition with a written articulation of how the commercial and mission
Readiness: (] Designed [J engines are integrated? Has the Colinearity Principle been tested
Partial [ Absent and documented?

Domain 2: Dual-Mission KPI Does the organization track KPIs for both the commercial and
Architecture mission engines simultaneously — and are those KPIs designed
Readiness: (] Designed [ to reveal when the two engines are working in integration versus
Partial (] Absent in tension?

Domain 3: Governance Is there a written delegation of authority policy that explicitly
Authority Integration addresses commercial and mission decision boundaries? Does
Readiness: [J Designed O the board have documented processes for decisions that cross
Partial [J Absent that boundary?

Domain 4: Entity Structure Is the current entity structure compatible with the commercial
Compatibility instruments the organization is using or planning to use — UBIT
Readiness: [J Designed [J analysis completed, earned revenue governance documented, IP
Partial [ Absent ownership established, commercial partnership authority defined?
Domain 5: Impact Evidence Are the primary impact claims the commercial engine relies on
Quality supported by L1 or L2 artifacts? Or are they L3/L4 claims that will
Readiness: [J Designed O fail institutional due diligence?

Partial [0 Absent

Domain 6: Capital Has the organization identified the specific capital instrument it is
Transaction Readiness pursuing — and assessed whether its current entity structure,
Readiness: [] Designed [ governance documentation, and evidence quality satisfy that
Partial [ Absent instrument's prerequisites?

The six domains above are not conceptual categories assessed by general impression. Each has specific
observable indicators, and each is evaluated through document review and structured interviews — not
self-assessment alone. This form can be used as a preliminary self-scoring tool; the practitioner diagnostic
produces findings, not estimates.
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n Readiness Classification and Recommended Response

Following the six-domain assessment, the Hybrid Readiness Diagnostic produces a readiness

classification and a specific recommended response. The classification is a structural determination with

direct implications for capital access, governance, and organizational design — not a score on a

spectrum.

DEFINITION

CAPITAL IMPLICATIONS

RECOMMENDED

RESPONSE

ARCHITEC
TURALLY
READY

REMEDIAB
LE —60-90
DAYS

REQUIRES
STRUCTUR
AL
REDESIGN

PARALLEL
OPERATOR

All six domains
Designed; Colinearity
Principle confirmed;
L1/L2 evidence for
commercial-facing
impact claims; entity
structure compatible
with intended
instruments

3-5 domains
Designed; 1-3
domains Partial or
Absent; gap inventory
is specific and
bounded; remediation
achievable within 90
days without structural
redesign

2 or fewer domains
Designed; Colinearity
Principle fails or is
untested;
commercial-mission
integration requires
DMMYV Canvas
redesign

Colinearity Principle
fails; commercial and
mission activities
share overhead but
are not architecturally
integrated; the
organization does not
meet the definition of a
hybrid venture

Organization can pursue
institutional capital with
structural confidence that
transaction prerequisites are in
place

Do not initiate capital
transaction closing until gap
remediation is complete;
60—-90 day remediation
window is realistic

Capital transaction requiring
institutional due diligence is
not advisable until redesign is
complete — pursuing the
transaction at current state
creates closing risk and
post-closing liability

Pursue commercial and
mission capital separately,
using instruments appropriate
to each engine independently

Annual structural maintenance
review; ongoing ImpactQoE™
evidence quality monitoring;
governance refresh as
institutional complexity grows

90-Day Action Plan from
Structural Readiness Sprint;
Counsel Bridge engagement
for legal-adjacent gaps;
evidence rebuild for
quarantined claims

VentureReady™ Tier 2
engagement: DMMV Canvas
redesign, entity structure
analysis, governance authority
integration, evidence
infrastructure build

Structural Readiness Sprint
assessment of each engine
independently; entity
separation analysis if
commercial scale warrants it;
governance redesign for the
primary engine

Table 4. Hybrid Readiness Classification. Classification is produced by the practitioner Structural Readiness
Sprint assessment — not by self-assessment alone.
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B Why Self-Assessment Is Not Enough

The six domains above can be used to develop a preliminary sense of where your organization stands.
That preliminary picture has real value — it surfaces awareness and frames the practitioner conversation.
It does not produce a readiness classification that should govern a capital transaction or a governance
restructuring decision.

The most consequential gap findings are not the obvious ones. A board that can describe its governance
process in general terms may not know it has no written delegation of authority policy. An organization
that tracks program participation numbers may not recognize that those numbers are L3 evidence — not
the L1 system-generated data that survives institutional due diligence. The practitioner's contribution is to
surface the gaps that are invisible because they have never been named.

The organizations that most need the Hybrid Readiness Diagnostic are the ones
most likely to believe they do not need it — because their governance feels
functional, their impact feels documented, and their commercial model feels
integrated. The diagnostic determines whether that experience of readiness is
backed by structural architecture.

To commission a Hybrid Readiness Diagnostic: Contact Ralph Kindred at
rkindred@stratzgroup.com or (312) 273-9929. The diagnostic is conducted as part of the Structural
Readiness Sprint™ (Tier 1, $8,500-$12,000 fixed fee). Organizations where Sprint findings confirm
a need for structural redesign proceed to VentureReady™ (Tier 2, $25,000-$40,000).

n What This Diagnostic Does Not Determine

The Hybrid Readiness Diagnostic is a structural advisory assessment. It does not constitute legal advice,
financial advice, investment advice, or any form of certification. The following determinations require
qualified professionals outside of StratzGroup's operating scope:

*  Whether a specific entity structure is legally appropriate for a specific capital instrument — this
requires an attorney

*  Whether UBIT exposure from commercial revenue creates tax liability — this requires a CPA with
nonprofit tax expertise

*  Whether a specific capital instrument is appropriate for the organization's risk profile — this
requires a qualified financial advisor or capital markets professional

*  Whether impact claims made to investors or funders are compliant with SEC ESG disclosure
requirements — this requires securities counsel

Operating boundary: Every legal-adjacent determination surfaced during the diagnostic is
documented in the Counsel Bridge Question Pack and routed to qualified legal counsel.
StratzGroup identifies and organizes these questions — it does not resolve them.
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