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Foreword



Thereismuchtalkofentrepreneurshiptoday,andthisdomaincrossesmanyknowledgeareas.Although
thisconceptisubiquitous,itiscertainlynotexhaustedeitherinitsoperabilityorinthematicspeculation,
andwhy?Becauseitsurgentsustainabilityisthecreatorkeytoanewkindofeconomyanditsmain
criticaldevelopedactor(Brown&Thornton,2013).

Thisusefulconceptmeanschangeinallorganizations’developmentsupportedbylateralthinking
minds(Mikulas,2015)whoseessentialcompetenciesbringexcellenceandinfluencetosociety(Bakir
&Jarvis,2017).Howthiscanbeareality?

Tobeit,wemustconsideronethingfirst:“entrepreneurshipisthechange”(Snellman,2016).Thus,
wemustbe thinkingaboutaculture,pointingbases toanobjectiveanddefiningskills,beliefs,and
predominantstandardbehaviorsthatcharacterizetheorganization,standinginagreementwiththese
formalvaluesofthereality,i.e.understandingandconnectingwiththetruevaluesandcultureofthe
livingenvironmentthatsurroundus.

Thisinvolvesacommitmenttogeneratenewmotivationandtrustinnewentrepreneurshipbehav-
iorsrequestedbythechangeasfollows(Jones,Klapper,Ratten&Fayole,2018;Helpap&Bekmeier-
Feuerhahn,2016):

• Workingtogetherwithotherstomakethechange.
• Sharinganddelimitingtheinformationamount.
• Influencingandnotimposingdecisions.
• Removingconcernsandallowingthemtoberesolvedamongthecompromised.
• Increasingbothtrustandadherence.

Besides,weneedtoseeksponsorshiptoensurechangeanditsimpactonthesocietyormarketthatwe
wishtoinfluence(Autio&Rannikko,2016).Assuch,thisundertakingwillleadaparticularprototype/
projectapprovalthatwillcausechange.Talkingtopeopleandraisingtheexpectationofusingourcreation
willintroducemoreincentivesforthemandastrongincentiveforthesociety/marketwhereitwillact.

Suchresponsibilityandfromvariouslevelsoftechnicalorpersonalknowledge,candrivetheproduct/
servicetoaddvalueandtocreateabettersocietywillingtoacceptanddrivechange(DeMol,Kaphova
&Elfring,2015).

So,entrepreneurshipdevelopsacloserelationshipwithchange,wherecommunicationandrapproche-
mentwithallstakeholdersiscrucial(Haugh&Talwar,2016).Inacertainway,thisusefulentrepreneur-
ship,i.e.toassertoneself,mustallowchangetosurviveinthecreativecontext,givingtheentrepreneur
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asenseofurgency,fullacceptance,anddissemination,makingtheentrepreneurmorelikelytosucceed
(Wiklund,Yu&Patzelt,2018).

Incidentally,thesenseofurgencymakesentrepreneurssendclearandconsistentmessagesaboutthe
needtoundertakeandwhatisexpectedofthem.Moreover,supportingandintegratingentrepreneur-
shiptransformcrisesintoopportunities,whichleadstotheneedtochangetheorderofthingsbroadly.
Specializing,sharingandrecalibratingactivities,giveasenseoflongtermvisiontogivemeaningto
everydayoperations(Thorgren&Wincent,2015).

Thisvisionconsistsofquestioningtherealityattendingtonewtendenciesandtechnologies,search-
ingnew ideasandopportunities,creatingan inspiring futuresustainablevisions (Ott,Eisenhardt&
Bingham,2017).

Toensuretheentrepreneurialstrategythatisusefulinthechangeprocess,aplanmustbeestablished
tofacefuturechallenges,wonderinghowtheycanbeintegratedandwhattheexpectedresultwillbe.
Prioritiesneedtobeclearlydefinedalongwithabusinessplan,anddefininginfrastructure,performance,
andincentivemargins,trackingvision,sponsorship,andensuringchangeoccurssmoothly(Mansoori
&Lackéus,2019).

Therefore,theinvestorsinterestedinfinancingtheprototype/projectaresoughtinrodertoensure
thatinvestorswillprofitfromtheirinvestment(Ahrens&Ferry,2018).

Entrepreneursmustassumethecoachrole,gatheringandpreparingtheirstafftochange,ensuring
teamcompetenciesandcommitment, andaligningwith sponsors todevelopnewcompetenciesand
commitments,andgettingbusinessplanapproval.

Usefulentrepreneurshipmeansdelegating,monitoringandevaluatingitsconsequencesinsociety,
inmarketsandinorganizations,butaboveallinpeople.Thisisthepurposeofthisbook,whichpro-
posespreciselythebuildingofanentrepreneurialandsustainablesociety,aboveall,seekingtoimprove
people’slivesandtheenvironmentoftheplaceswheretheylive.Asaresult,thisbookbringstogether
fifteenexcellentchaptersthatwillenrichourknowledge.

Finally,asareflectiononecannotethefollowing:

• Howmanyentrepreneurshipaspectsarefavorableandunfavorabletomakechangehappens?
• Howentrepreneurscanembracenewopportunities?
• Whatkindofbehaviorshouldentrepreneurshavewheninvolvedinsponsoringactivities?
• Howwillentrepreneursbeabletocreateandorganizeentrepreneurialteamsandfindtheirleaders,

whoshouldguidethemtoavoidcreativeconflicts?
• Whattacticscanentrepreneursusetofosterrelationshipsamongthosewhoadvocatetheentrepre-

neurialprocess,andthosewhoareundecided?
• Whatmustbethetruesenseofurgencythatanentrepreneurialprocessmusthavetomakechange

possible?
• Canentrepreneursdescribetheiranciententrepreneurialcapacityandwillitlikelytoimprove?
• Canoneconsidertheentrepreneurialplaneffectiveandhowcanoneimproveit?Whatarethe

opportunitieswehavetomeet?
• Whatcriticalmeansmustentrepreneurshaveinplaceforthebusinessplantobeasuccess?Which

areaswillbenefitthemost?
• Doentrepreneursremaincommittedtotheentrepreneurialprocess?
• Whatcreativeideascancomeuptorecognizeentrepreneursfortheirefforts,desiredbehaviors,

revealedattitudes,andperformance?

xv
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• HowcanIregularlyevaluatetheentrepreneurialprocessanditsinherentrisks?
• Whatcapabilitiesandprocessesdoentrepreneursusewhenundertakingresponsibly?

Webelieve that theentrepreneurialprocesswillbehelpful ifpeopleareencouraged touse their
exceptionaltalentsandintegrateothersintotheinitiation,implementation,andsupportthesocietyand
organizationschangeascontinuedsuccess.Webelievethisbookwillbeagoodfriendtohelpyouget
answers.

Andso,goodventures!

Sílvio Manuel da Rocha Brito
Polytechnic Institute of Tomar, Portugal
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Preface



Ifwemeasuredtheattentiongiven,forexampleduringthelastdecade,tothethemeofentrepreneur-
shipwewouldbepleasantlysurprisedtorealizetheinterestandeffort,bothpublicandprivate,thathad
beinggiventoentrepreneurs.Undoubtedlybehindthisinterestisthevisiongiventoentrepreneurship
asasourceofinnovation,economicgrowthandjobcreation,butalsotoouraspirationtobecomean
entrepreneurialsociety.

Entrepreneurshiphasalwaysbeenpresentinthehistoryofmankind.Entrepreneurshipisinherentinit
(Sánchez-García,2018).Moreover,theconceptofentrepreneurshiphasundergonechanges,hasevolved
andispartofadynamicfieldineconomics,managementandothersocialsciences,suchaspsychology
orsociology(Sánchez-García2018;Wiklund,Davidsson,&Audretsch,2011).Inclassicaleconomics,
entrepreneurshipwasconsideredasacriticalelementoftheeconomicsystem(Cassis&Minoglou,2005).
Forexample,Schumpeterdefendedthattheentrepreneurialspiritwasthemainengineofacountry’s
economicdevelopment,consideringinnovationasthecentralelement.TheAustrianschoolidentified
entrepreneurshipasthesearchforopportunitiesandregardeditastheforcethatbalancedthemarket.

Asentrepreneurshipisaprocess-basedactivity,beforesomeonecancreateacompanys/hemust
haveidentifiedabusinessopportunity(Françaetal.,2017).Assuch,entrepreneurshipcanbeconsid-
eredas theprocessof realizationofopportunities,withacreativeapproach, thatgenerateschanges
andinnovation,asdemonstratedin theGlobalEntrepreneurshipMonitor(GEM),whichhasstudied
entrepreneurialdynamicsindifferentcountriesandrevealedthatearlyentrepreneurialactivityisrelated
togreatereconomicdevelopment.Althoughitshouldbenotedthatbusinessactivitydoesnotalways
leadtoeconomicgrowth,especiallyincontextsofextremepoverty(Alvarez&Barney,2014;Dantas,
Valente,&Moreira,2015).

Theroleoftheentrepreneuristoexploitanideaoratechnologicalpossibilitythatgeneratesnew
productsorservices,newformsofproduction,sourcesofsupplyofrawmaterials,orformsoforga-
nizationthatrevolutionizetheestablishedproductionpattern(Schumpeter,1943).Anentrepreneuris
someonewhoidentifiesaneedinthemarket,insociety,makesdecisionsabouthuman,financial,mate-
rialresources,alsotakesrisks,andallofthisisrewardedfortheeconomicand/orsocialbenefitsof
puttingintoactionher/hisentrepreneurialidea(Ras&Vermeulen,2009).

Nowadayswecanclaimthatentrepreneurshipissocommonandnecessarythatthereisalreadya
cultureofentrepreneurshipasawayofthinkingandacting,orientedtowardsthecreationofwealth,
throughtheuseofopportunities,thedevelopmentofaglobalvisionandofabalancedleadership,of
thecalculatedriskmanagement,whoseresultisthecreationofvaluethatbenefitsentrepreneurs,the
company,theeconomyandsociety(Sánchez-García,2018).
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Insummary,theentrepreneurialactivityrepresentsoneofthemostimportantenginesofeconomic
growth,beingbehindthecreationofanynewcompany,thegrowthofexistingonesandalargepartof
jobcreation.Entrepreneurshiphascometobeperceivedasanengineofeconomicandsocialdevelop-
mentthroughouttheworld.AsLazear(2002)indicates,“theentrepreneuristhesinglemostimportant
playerinamoderneconomy”(p.1).

Itisundeniablethatbusinessactionisanecessaryhumanactivity.However,itisalsoknownthat
itsexistencegeneratesnegativeconsequences.Thedetrimentaleffectsofbusinessactivitiescantakea
varietyofforms.Forexample,naturalresourcesareexploitedinordertomaximizeeconomicbenefits
forshareholders.Thisishowindustrialactivitiesareoftenseenasoneofthemaincontributorstoen-
vironmentaldegradation(Cohen&Winn,2007),thedegradationoftheozonelayer,climatechange,
nuclearradiation,industrialtoxins,waterandairpollution,etc.(York&Venkataraman,2010).Andthis
deteriorationisirreversible,atleastpartially.

Allofthisentailslargesocialandenvironmentalcostscoupledwitheconomiccosts.Forexample,
theincreaseinextremeweathereventssuchasearthquakes,tides,excessiverainsandfloods,asaresult
ofglobalwarming,candestroycropsandincreasepricesduetoinsufficientsupply,lossofmaterial
goods,whichgeneratesocialandeconomicuncertainty.Thisunrestmayleadtoeconomicandsocial
costs,suchasreducedincomeandincreasedneedforgovernmentsupport,whichmayhavenegative
effectsinthisglobalizedworld.

Insummary,thereisaseriousconcernwiththeenvironment,mainlyasaresultofclimatechange.
Assuch,it isurgenttodevelopsustainablebusinessmodelsgiventhelimitedavailabilityofnatural
resources,theexponentialgrowthofthehumanpopulation,andbecausebothcurrentandfuturegenera-
tionshavetherighttomeettheirneeds(Pascual,VanKlink,&Rozo,2011).Notonlydotheseforces
claimtheattentiontosustainabilityissues,butthekindofchangesneededtoaddressthemcoulddisrupt
thebalanceofbusinessecosystems.Thisishowentrepreneurshipisemergingasanewforuminwhich
sustainabilityissuesarebeingaddressed.Moreover,entrepreneurshiphasthepotentialtocreatevalue
withineachofthethreedimensionsofsustainability–people,planetandprofits–,whilstdrivingin-
novationthroughnewproducts,servicesandbusinessmodels.Wearewitnessingthechangefroman
entrepreneurialsocietytoasustainableentrepreneurialsocietyinwhich“sustainableentrepreneurship”
linkssustainabledevelopmentwithentrepreneurship(Schaltegger&Wagner,2011).

Assustainabledevelopmentimpliesthebestuseofmaterials,recycling,reducingtheuseorconsump-
tionoflimitednaturalresources,suchaswater(Prahalad,&Hart,1999),entrepreneursmustintegrate
theconceptofsustainabilityintotheirbusinessmodels(Schlange,2009).Thebusinessmodeldescribes
therationalityofhowanorganizationcreates,deliversandcapturesvalue,whichisgeneratedfroma
uniquecombinationofresourcesandcapabilities(Osterwalder&Pigneur,2010).Thisrationalitycannot
remainonfinancialgrounds;socialandenvironmentalneedsmustalsobeaddressed.Societydemands
achangeinactivitiesinalmostalleconomicsectors(Woolthuis,2010).

Althoughtheconceptofsustainabledevelopmentemergesinthe1980s,itisnotuntilafewdecades
agothatsocialandenvironmentalproblemsareontheagendaofcompanies,governmentsandNGOs.
Forexample,in2011,theUnitedNationsEnvironmentProgram(UNEP)producedareportentitled“To-
wardsagreeneconomy,”whichdescribedaneconomythattranslatesintoimprovedhumanwell-being
andsocialequity,whilesignificantlyreducingenvironmentalrisksandecologicalshortages.Sincethen,
importantprogresshasbeenmadeinreducingenvironmentalimpactandimprovingpeople’squalityof
life.However,muchremainstobedone.

xix
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Sustainabledevelopmentrequirestheintegrationofenvironmental,socialandeconomicobjectives
(Schaltegger&Wagner,2011).Inaddition,itconsiderstransparencyandbusinessethicsanecessaryfor
theproperfunctioningofthemarket(Woolthuis,2010).Basedona“globalpact”,companiesareasked
toimplementvalue-basedpoliciesincorporatingvaluessuchashumanrights,laborstandards,environ-
mentalorientationandthefightagainstcorruption.Humanbeingsconstitutethecenterofsustainable
developmentbecausetheyhavetherighttoaproductive,healthylifeinharmonywithnature(UN,1992).
Assuch,Statesmustreduceunsustainableproductionandconsumption(UN,1992).

Assustainabilityseekstoachieveabeneficialinteractionbetweenhumanandecologicalsystems,the
conceptofsustainabilityimpliessocialandenvironmentalwell-being(Pacheco,Dean,&Payne,2010).
Assustainabilityisaconceptthatissuitedtothepresentbutalsoorientedtowardslong-term,itisin
conflictwithshort-term,fast-consumptionsocietyandshort-sightedpolicies(Crals&Vereeck,2005).
Entrepreneursmusthavetheabilitytominimizethenegativeimpactoftheiractivities(Cohen&Winn,
2007),implementingdifferentcompanieswithnewtypesofmanagement(Crals&Vereeck,2005).

Whenonemergesentrepreneurshipandsustainability,oneobservesthattheacademicliteratureon
sustainableentrepreneurshipisstillinitsinfancy(Cohen&Winn,2007).Forexample,ifonesearches
theterm“sustainableentrepreneurship”intheWebofScience,only389documentsappearamongar-
ticles(295),proceedingspapers(63),bookchapters(27),reviews(12)andearlyaccess(10).Although
itwasinitiallyusedtorefertoenvironmentalaspects,itwasgraduallyincorporatingbusinessdynamism
topromotedevelopmentandreducepoverty.Sustainableentrepreneurshipinvolvestermssuchaseco-
entrepreneurship,socialentrepreneurshipandentrepreneurialentrepreneurship (Shepherd&Patzelt,
2011);thoughdifferenttheyarequiterelated.

WecangobacktotheAustrianeconomistJosephSchumpeterwhopopularizedtheterm‘creative 
destruction’,todescribetheinnovationprocessinamarketeconomyinwhichnewproductsdestroyold
companiesandbusinessmodels,asaprecedentforsustainableentrepreneurship.Therefore,thecreative
constructionthatfollowsnowdemandsamoresustainableworld,makingitevenmoreimportantto
understandnotonlywhatweunderstandby‘sustainability’,butalsohowtoprecipitateandfacilitatea
newcreativeaction.

Sustainableentrepreneurship“isinessencetherealizationofsustainabilityinnovationsaimedatthe
massmarketandprovidingbenefittothelargerpartofsociety.Byrealizingsuch(radical)sustainability
innovationssustainableentrepreneursoftenaddresstheunmetdemandofalargergroupofstakehold-
ers” (Schaltegger&Wagner,2011,p.225).SchalteggerandWagner (2011)understandsustainable
entrepreneurship as a progression of eco-entrepreneurship, social entrepreneurship and institutional
entrepreneurship,eachofwhichshowsadifferentemphasisonsolvingecologicalorsocialissues,the
importanceoffinancialsuccess,andtheneedtochangesocialnorms.Theoreticallyspeaking,sustainable
entrepreneurspresentsustainabilityinnovationsthatturnmarketimperfectionsintobusinessopportuni-
ties,replaceunsustainableformsofproductionandconsumption,andcreatevalueforawiderangeof
stakeholders(Hockerts&Wüstenhagen,2010;Schaltegger,Lüdeke‐Freund,&Hansen,2016).

Thesourcesof thesebusinessopportunitiesand themotivationsofsustainableentrepreneursare
widelydiscussedintheliterature(e.g.Amankwah-Amoahetal.,2018;Kieferetal.,2019).Forexample,
CohenandWinn(2007)identifiedmarketimperfectionsintheformofinefficientcompanies,ecological
andsocialexternalities,defectivepricingmechanismsandpoorlydistributedinformationassourcesof
businessopportunities.Insomecases,theseopportunitiesareexploreddirectlyandexploitedbyentre-
preneurs,whileinothercases,additionalmotivationisrequiredthroughlawsandregulations(e.g.,Ács,
Autio,&Szerb,2014;Simón-Moya,Revuelto-Taboada,&Guerrero,2014).
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Insum,sustainableentrepreneurshipimpliesaprocesswhosegoalistoachievesustainabledevel-
opment,throughthediscovery,evaluationandexploitationofopportunitiesandthecreationofvalue
thatcauseseconomicprosperity,socialcohesionandenvironmentalprotection.Assuch,itinvolvesthe
coexistenceofsocial,environmentalandeconomicentrepreneurship(Guzmán&Trujillo,2008).

Sustainableentrepreneurshipundoubtedlyexpandstheprevailingbusinesslogicandbroadensthe
traditionalvisionofentrepreneurialaction,whichunderstandsactionasbehaviorinresponsetoacritical
decisionunderuncertaintyaboutapossibleprofitopportunity.Itisnotjustaboutlookingforopportuni-
tiestomakeaprofit,butalsoaboutdiscoveringorcreatingandlookingforopportunitiestoprotectand,
inaddition,improvenaturalandsocialenvironments.Althoughtheunderstandingofthephenomenon
has evolved through two separate currents, social and environmental entrepreneurship (Hockerts &
Wüstenhagen2010),sustainableentrepreneurship,asaconceptualcategorythatbringstogethernew
triplebottomlinecompanies,istheonlycategoryofentrepreneurshipthatfocusesspecificallyinsus-
tainabledevelopment.AsShepherdandHockerts,2011)claim,economicandsocialentrepreneurship
arepartof,andarenotsynonymouswith,sustainableentrepreneurship.

Sustainableentrepreneurshiplinkssustainabledevelopmentwithentrepreneurship(Schaltegger&
Wagner,2011).Over time,several researchershaveused the terminterchangeablywithother terms
suchas“ecopreneurship”(Gerlach,2003)and“environmentalentrepreneur”(Dixon&Clifford,2007;
Krueger,2005).Onecanstartfromthepremisethatentrepreneurshipforsustainabledevelopmentresults
inmorethaneconomicsuccess,sustainableentrepreneurstrytomanagethe“triplebottomline”(Pat-
zelt&Shepherd,2011).Inotherwords,theybalanceeconomichealth,socialequityandenvironmental
resiliencethroughtheirbusinessbehavior.

Sustainableentrepreneurshipisnotonlyassociatedwiththepromiseofmoretraditionalconcepts
ofentrepreneurship,butalsohasadditionalpotentialforbothsocietyandtheenvironment.Sustainable
entrepreneurshipcanbebroadlyconsideredasageneralconceptthatanalyzesthecontributionofen-
trepreneurstosocial,environmentalandeconomicaspects(Schaltegger&Wagner,2011).Inshort,itis
acombinationofthecreationofeconomic,socialandenvironmentalvalue,withageneralconcernfor
thewelfareoffuturegenerations.

Sustainableentrepreneurship facesmarketbarriers thatprevent it fromgrowingsuccessfully, for
example:informationimperfections,governmentinterventions,monopolypoweranderroneouspric-
ingmechanismsthatreinforcethestatusquoofdominanttechnologiesandtheinterestsoftraditional
operators(Cohen&Winn,2007citedinPinkse&Groot,2013).Thenewventureimpliesacontinuous
effort.Normally,coreresourcessuchasfinancing,managerialcapacity,publicsupportarenotavailable
totheentrepreneur,whichmeansthatintheinitialstage,entrepreneursfocustheirattentiononfactors
thatdirectly influence thecash flow,suchaspartnersandcreditors,clients, staff, rawmaterialand
regulation(Schlange,2009).Thatiswhyhardlyanentrepreneuriscommittedtosustainabilityfromthe
beginningofhisbusinessidea;however,withtherelativelyrecentdemandsincorporatesocialrespon-
sibility,whoseobjectiveisthepromotionofsustainabilityandtransparencyinbusiness,entrepreneurs
mustberesourcefulandeventakeadvantageofwhatatfirstcanbeconsideredinsurmountablebarriers.

Insustainableentrepreneurshipactivities,thecompany’sresponsibilitygoeswellbeyondtheclas-
sicvisionofprofitmaximizationfortheso-calledshareholdersandinvolvesotherstakeholders(Crals
&Vereeck,2005).Entrepreneurscanusetheircreativitytofindsolutionstosocialandenvironmental
problemsandfromtheoutsetoftheirbusinessactivitiestheyincorporatesustainableactions(Parra,
2013).Althoughtheeconomicobjectivesareamongthemainaimsofthecompany,thechallengeis
theintegrationofabetterenvironmentalandsocialperformanceinthebusinessactivity(Schaltegger&
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Wagner,2011).Asustainableentrepreneurachievesthe“triplebottomline”throughthebalancebetween
economichealth,socialequityandthecapacitytorecovertheenvironmentthroughher/hisbusiness
behavior(Kuckertz&Marcus,2010).

Althoughthecreationofnewcompaniesismandatoryitisalsoimperativetomakethemcompatible
withconservationandevenenvironmentalregenerationand,inaddition,tothinkabouttheecosystem
becausehappypeoplearerequiredtobeproductiveandthatrequiresinvestmentandresponsibility(Dean
&McMullen,2007).Insustainableentrepreneurship,profitiswidelyinterpretedtoincludeeconomic
andnon-economicbenefitsforindividuals,theeconomyandsociety(Shepherd&Patzelt,2011).And
inthissensethefieldofentrepreneurshipcanbenefitfromamoreholisticviewofvaluecreation(Co-
hen,Smith,&Mitchell,2008).Thesustainableentrepreneurhasadifferentorganizationallogic,more
systemicthanconventionalentrepreneurs(Tilley&Parrish,2006).Environmentalimprovement,social
andeconomicwell-beingmustsupporteachotherthroughnewbusinessstrategies,whichmustnotonly
meettheneedsofconsumers,butalsorespondtothepressuresofsustainabledevelopment(Parrish&
Foxon,2009).

Theideathatsocialandeconomicobjectivesareincompatibleisanoutdatedperspectiveinanopen,
globalizedworld.Infact,theabilitytocompetedependsontheconditionsoftheplacewherethecompany
islocated,onthesophisticationofthelocalmarket,onlaborproductivity,capitalandnaturalresources
(Porter&Kramer,2002).Assuch,thesustainableentrepreneurialspiritcangeneratecompetitivead-
vantagesbyidentifyingnewbusinessopportunities,resultinginnewproducts,productionmethodsor
waysoforganizingbusinessprocessesinasustainableway,itisnotjustaboutsatisfyingnationalor
internationalenvironmentalregulations,itisabouttakingadvantageofthegrowingneedforproducts
andservicesproducedsustainably(Lans,Blok,&Wesselink,2014).

ChoiandGray(2004)studiedtheentrepreneurshipprocessintwenty–economic,sociallyandenvi-
ronmentally–sustainablecompanies,mostoftheminNorthAmerica,andfoundthat,ingeneral:they
obtainedfinancingthroughunconventionalmeans;carriedoutunorthodoxmanagementpractices;had
asolidorganizationalculturesupportingtheiremployees;theygeneratedcleanmanufacturingprocesses
withlittlewasteandemission-free.Inaddition,theyweresagaciousintheirmarketingstrategies,disci-
plinedoperativelyandfinancially,andworkedtocreateanexemplaryorganizationthatwouldmakea
differenceintheirenvironmentandsociety.ChoiandGray(2004)concludethatthemanagersofthese
companiesrecognizeopportunities,obtainresourcesgenerallythroughfriendsandfamily,fewhaveac-
cesstoinvestorcapital,whichgivesthemgreaterautonomytoexercisetheirunorthodoxmanagement
styles.Thesesustainablecompanieshaveadifferentthought,donotmaketheirdecisionsbasedsolely
onfinancialgainsandalwayshavemoneyforsocialcauses(Choi&Gray,2004).

Despitetheinterestintheliteratureonthesubjectofentrepreneurialintentions,thereisstilllimited
evidenceaboutthemindifferententrepreneurialcontexts.Youngadultstoday(“millennials”or“Gen-
erationY”)havebeenseenasmoreentrepreneurialandenvironmentallyawareandalsomoresocially
awarethanpreviousgenerations(Hewlettetal.,2009).Millennialsareahigh-impactgeneration,prepared
tosignificantlyshapetheworldeconomy,theirinfluenceisexpectedtogrowinthenextdecade.The
studyofsustainableentrepreneurshipisrelatedtotwoimportantmilestonesofthisgeneration:climate
changeandsocietalwelfarecontribution.Assuch,itisveryimportanttostudyit.

Given thisparticular complexityand its relevance, this topic requiresparticular attentionwithin
entrepreneurialresearch.Moreresearchonsustainableentrepreneurshipisneededtoexploretheroleof
entrepreneurialactionasamechanismtosustainnatureandtheirecosystems,whileprovidingeconomic
andnon-economicgainsforinvestors,entrepreneursandsociety(Shepherd&Patzelt2011).
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Thepresentbook,BuildinganEntrepreneurialandSustainableSociety,goesalongthislineandseeks
tocontributetofillingtheexistinggaponsustainability,ingeneral,andofsustainableentrepreneurship,
inparticular.Itaimstounderstandthemeaninganddimensionsofsustainableentrepreneurship,aswell
asitsimportanceasafieldofresearchwithinentrepreneurshipingeneral.

Thebookisstructuredin15chapters.Chapter1,basedonaliteraturereviewontherolesofinnova-
tioninsustainableentrepreneurship,arguesthatthevarietyofinnovationtypesandthebroadspectrum
coveredbysustainableentrepreneurshiphinderaclearunderstandingoftherolesplayedbyinnovation
insustainableentrepreneurship.Theauthorsofthischapter–MaríadelPilarCasado-Belmonte,Eduardo
Terán-Yépez,GemaMarín-CarrilloandMaríadelasMercedesCapobianco-Uriarte–claimthatinnova-
tionadoptssevendifferentrolesinsustainableentrepreneurshipanddiscussandsuggestanintegrative
anddynamicframeworkofhowtheserolesinfluenceeachother.

InChapter2,DoloresGallardoVazquez,MariaTeresadaCostaandLuisEnriqueValdez-Juárez,
basedonstructuredandsystematicsearchoftheWebofScience,Scopus,ElsevierandGoogleScholar
between2005and2017,reviewed52journalarticles,publishedin35journals,andidentifiedasetof
entrepreneurshipinitiatives–voluntaryintegrationofsocial,economicandenvironmentalconcernsin
businessstrategies–connectedwithsocialresponsibility,whichallowstoqualifytheentrepreneurasa
“sociallyresponsibleentrepreneur.”

JoséVargas-HernándezandKarinaPallagst,inChapter3,basedonacriticalanalysisofthelitera-
turereviewanalyzetherelationshipsbetweenenvironmentalsustainability,urbanecosystemsandgreen
innovation.Basedonthediscussionoftheformulation,generation,development,implementationand
evaluationofnewbehaviorsandideasingreeninnovation,theyconcludethatgreeninnovationisdirectly
relatedwiththeenvironmentalsustainabilityandurbanecosystems.

Chapter4,authoredbyCristinaRalucaPopescu,dealswiththeimportanceofcreativity,innovation
andintellectualcapitalasthemaindriversofanorganization’sperformance.Sheclaimsthatalthough
sustainableandresponsibleentrepreneurshipseemstorepresentoneofthemostimportantgoalstargeted
bytheeconomicandbusinessenvironmentworldwide, themaximizationofprofitsstillgovernsthe
economicrulesofmarketplaces.Assuch,sheclaimsthatageneralconcernforthefuturegenerations,
aswellasecologyandenvironmentalwell-beingneedstobeaddressed.Forthat,therearehugeexpec-
tationsonthesustainableentrepreneurs’abilitytoactmaturely,moreliable,competently,proficiently,
andefficiently,whilemanagingatahigherandimprovedlevelofperformancetheirbusinessoperations.

Basedonaquantitativeapproach,JoanaCostaandMarianaPitaaddressinChapter5sustainability-
orientedentrepreneursthroughthelensesofgender.Basedonalogisticregression,theyusetheGlobal
EntrepreneurshipMonitordatabasefrom2015,encompassinginformationfrom60countriestoanalyze
theroleofcultureandsocialnormsonsustainabilityentrepreneurialorientationactivityacrossseveral
countries,alongwithgenderheterogeneity.Theyconcludethatalthoughsustainabilityorientedentre-
preneursarestillfocusedonprofitmaximizationstrategiescombinedwithenvironmentalrespectand
socialinclusion,theyrelyonafirm-basedentrepreneurshipinitiativetointegratethetriplebottomline
objectives.

PinakiPattnaik,basedonacasestudy,offersanexperientialdocumentationofacoursetitledSus-
tainableEntrepreneurshipandLeadershiptaughtatanIndianuniversitycoveringitscurriculumdesign,
pedagogyandevaluationmethods.Chapter6offerstheexperienceofembarkingintheintroductionof
theconceptofsustainabilityinleadershipandentrepreneurialventurestothestudents.Thisexperience
alsoinvolvedameetingamongstudentstodevelopanappreciationtowardstheTripleBottomLineof
profit,peopleandtheplanet.
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Exploringinternationalizationinsustainableentrepreneurship,Chapter7,authoredbyGemaMarín-
Carrillo,MaríadelPilarCasado-Belmonte,EduardoTerán-YépezandMaríadelasMercedesCapobi-
anco-Uriarte,examinestherelationshipbetweensustainableentrepreneurshipandinternationalization
underpinnedonthefollowingquestions:howandwhyfirmsinvolvedinsustainableentrepreneurshipenter
internationalmarkets.Theyaddressthechallengesanddifficultiesofthefirmsintheirinternationalization
processandthedifferentpathwaysthatareexploredwhenengagedinexploringinternationalmarkets.

LuísFarinhaandJoãoLopesauthoredChapter8onregionaladvantageandsmartspecializationstrate-
gies,whichareveryprevalentinnowadaysthepoliticalandeconomicagenda.Throughabibliometric
reviewonsmartspecialization,regionalinnovationandentrepreneurshipecosystemstheyidentifiedfive
clusters,whosecontentanalysisallowedthedevelopmentofthe“SmartSpec–StakeholdersAssessment
Score”conceptualmodelthatcanprioritizetheuseofresourcesandcapacitiesinanyregion/territory.

Chapter9,“CreatingHybridSocialVenturesthroughEffectuationandBricolage:TheCaseofRec.0,”
authoredbyAntoniOlive-TomasandLucinioGonzález-Sabate,addressesthecreationprocessofhybrid
socialventuresthroughaqualitativestudyusingsemi-structuredinterviews.Basedonaprocessmodel
explainingthecreationofhybridsocialventuresthrougheffectuationandbricolage,theyconcludethat
foranewventuretobecreatedasahybridfirm,adualmission-goalwithasocialproblemasthetrigger
andafinancialgoaltoensuresustainabilityisrequired.

Chapter10,“DepthofOutreachandFinancialSustainabilityofMicrofinanceInstitutions:AnEmpirical
Revisit,”authoredbyMasnunMahi,MohammadZainuddin,IdaYasinandShabihaAkter,analyzethe
trade-offbetweenmicrofinanceoutreachandsustainabilitybasedondatainvolving1,232microfinance
firmsfrom43countries.Asmicrofinanceinstitutionstendtorelyondonationsandsubsidiestoachieve
theirsocialobjectivetoreachtothepoor,theyanalyzedwhethermicrofinancefirmscanoperateand
continuetoservethepoorclientsoncost-coveringbasiswithoutresortingonongoingsubsidies.They
confirmtheexistenceoftrade-offbetweenthetwobottomlinesofmicrofinance.

CristinaSilvaAraújoandAntónioCarrizoMoreiraclaimthatalthoughthetourismindustryisa
generatorofeconomicgrowth,ithassignificantnegativeenvironmentalandsocialimpacts.Assuch,
thetourismindustryfacesmajorchallengesrelatedtosustainability.Basedonareviewofthestateof
theart,Chapter11systematizestheknowledgeandevolutionoftheacademicdebateabouttherelation-
shipbetweensustainableinnovationandtourismfrom1992to2018.Theauthorsclaimthatsustainable
tourismisfocusedonsevenmajorareasofresearch.Itisstillanembryonictopicwithscarceresearch
doneinseveralareas,suchasthemonitoringofenvironmentalandsocialimpacts,theeffectsfeltby
thecommunitiesoftouristdestinationsandtheimpactsthatsustainableinnovationmayhaveonother
tourismsubsectors.

SebakJanaandBadalDassupport the idea that thedevelopmentprocessofentrepreneurship in
Indiahassupportedtheeconomicgrowthofaregionlargelythroughtheinvolvementofthepoorand
marginalsegmentsofthesociety.Chapter12,basedonthecontextofIndianruraleconomy,defendsthat
ruraldevelopmentsupportedonholisticdevelopmenthasbeensupportedbyself-employmentamong
theyoungandwomen,whohavebeengiventheopportunitytocreatingtheirownemployment,aswell
asemploymentforothers.

Chapter13,bySvetlanaGhenova,discussesawiderangeofopportunitiesforstimulatingandde-
velopingbusinessactivitiesandattractinginvestmentsintheregionofATUGagauzia.Theanalysisof
economicdevelopmentindicatorsindicateanincreaseofentrepreneurialactivity,whichleadstothe
improvementofbusinessandinvestmentclimateintheregion,aswellasthecreationoffavorablecondi-
tionsthatsupporttheattractionofnewinvestmentinseveraleconomicareasintheATUGagauziaregion.
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HeliKoskinenandRaunoRuskoaddresstheprincipal-agentrelationshipbetweenindustryactors,
namelyhowstakeholdermanagementmightyieldachainofprincipal-agentrelationshipsintheformof
aprincipal-agent/principal-agentrelationship,i.e.,whenoneormoreofthestakeholderssimultaneously
takesontheroleofbothagentandprincipal.TheanalysistakesplaceinFinlandandfocusesonhorse
entrepreneursandtheinfectiousdiseasesofthissubsetoftheequineindustry.Assuch,Chapter14focuses
onemphasizingtheinstrumentalroleofstakeholderanalysisandtheconceptofbusinessecosystem

Finally,authoredbyTaiAnhKieuandTriLe,Chapter15dealsconsumerethics.Theyclaimthat
evidenceinpracticeraisesseriousdoubtsaboutvalidityofethicaljudgmentsasameasureofconsumer
ethics.Thischapterproposesaconceptualframeworkthatsupportsanewapproachtounderstanding
andmeasuringethicalconsumptionseekingtocomplementtheattitude-behaviorgapstillprevalentin
theliterature.

Brizeida R. Hernandez Sánchez
University of Salamanca, Spain

José C. Sánchez-García
University of Salamanca, Spain

António Carrizo Moreira
University of Aveiro, Portugal
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ABSTRACT

Literature argues that innovation has an inherent and critical relevance in sustainable entrepreneurship 
(SE). However, due to the variety of innovation types and the broad spectrum covered by this concept, 
there is not a clear understanding of which roles innovation plays in SE. To address the limitations of 
current literature, the main objective of this chapter is to conduct a literature review on underlying the 
roles of innovation in SE. The literature analysis reveals seven different roles that innovation adopts in 
SE and that those have seldom been related to each other. This chapter closes this gap by discussing and 
suggesting an integrative and dynamic framework of how these roles possess parallel ways, superpose, and 
influence one another, suggesting that SE actually is about a multi-innovation implementation process.
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The Role of Innovation in Sustainable Entrepreneurship
 

INTRODUCTION

In recent years, a significant body of literature has developed around sustainable entrepreneurship 
(SE) as well as the importance of innovation as a driver to accomplish real sustainable firms (Aghelie, 
Sorooshian, & Azizan, 2016; Gerlach, 2003; Schaltegger & Wagner, 2011; Shepherd & Patzelt, 2011). 
Hockerts and Wüstenhagen (2010) establish that SE is a unique opportunity to guarantee the well-being 
of future generations, due to the conception of the triple bottom line (economic, social and environmen-
tal aspects) within the entrepreneurial process and businesses. For their part, innovation is seen as one 
of the most important issues to achieve SE (Fellnhofer, 2017; Gerlach, 2003). Sustainable businesses, 
both new and incumbents firms defined as companies that has minimal negative impact on the society, 
environment and economy (Cooney, 2009), can be benefited by product/service, process, organizational/
managerial and marketing innovations (Gibbs, 2009; Hall & Wagner, 2012; Klewitz & Hansen, 2013; 
York & Venkataraman, 2010).

Due to the great importance that innovation plays in traditional firms (Gunday, Ulusoy, Kilic, & 
Alpkan, 2011; Varis & Littunen, 2010; Wolff & Pett, 2006), it is expected that in sustainable businesses, 
where innovation is seen as a key element to achieve, maintain and improve SE practices (Aghelie et 
al., 2016; Gerlach, 2003), this relevance will be even greater (Fellnhofer, 2017). That is why literature 
has bestowed different roles for innovation within SE (Hall & Wagner, 2012; Klewitz & Hansen, 2013; 
York & Venkataraman, 2010). Taking a step forward, Gerlach (2003) argue that to accomplish practices 
leading to achieve the triple bottom line goals, it is essential to carry out an innovations system.

The broad concept of innovation (Brockhoff, 1994; Hall, 2009; Kanter, 1983) and the rapidly increase 
of sustainable entrepreneurship research (Sarango-Lalangui, Santos, & Hormiga, 2018) have created 
widely dispersed knowledge about the role of innovation in SE (Gerlach, 2003). Despite this growing 
relevance of innovation within this field, little effort has been made to run an exhaustive review of 
existing literature, opening a research gap in literature that must be filled. These highlight the need to 
synthetize and analyze the existent research in order to present a well-established and comprehensive 
literature analysis of the diverse roles of innovation in SE field. So, to close this gap, this research aims 
to paint a more holistic framework of innovation roles on sustainable entrepreneurship. For this purpose, 
the following research questions were established as the guide for this study:

1.  What are the roles of innovation in sustainable entrepreneurship?
2.  Are there robust approaches to create a holistic framework of the roles of innovation in sustainable 

entrepreneurship?

The main objective of this chapter is to conduct a literature review focusing on the limitations of 
previous research of the different roles that innovation can have in the SE field. First, the constructs 
of SE, innovation and their connection are explained. Subsequently, a literature analysis addresses the 
state of research on the innovation roles in SE. Finally, a theoretical framework through a synthesis of 
the literature review results is presented, as well as some suggestions for future research, conclusions 
and limitations.
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SUSTAINABLE ENTREPRENEURSHIP AND INNOVATION

Usually, entrepreneurship is thought to be a form to encourage economic growth (Kirzner, 1973), i.e. 
the traditional objective of entrepreneurial actors (entrepreneurs and entrepreneurial firms) had been 
to generate economic gains (Terán-Yépez & Guerrero-Mora, 2019). Entrepreneurship has been mainly 
deemed as a way to create a source of self-employment capable of generating economic and financial 
benefits (Segal, Borgia, & Schoenfeld, 2005) or as one of the most prosperous ways to create workplaces 
(Sarango-Lalangui et al., 2018). Therefore, the success of entrepreneurs and entrepreneurial firms have 
been commonly evaluated through economic-financial indicators (Schlange, 2006), leaving aside the 
social and environmental performance (Sarango-Lalangui et al., 2018).

In contrast, in recent years, mainly due to the rise of the sustainable development concept (Kerlin, 
2006) and the developing relevance that different economic and non-economic actors have given to the 
environmental and social aspects (Aghelie et al., 2016), numerous researchers (Schaltegger & Wagner, 
2011; Shepherd & Patzelt, 2011) assert that entrepreneurship ought not to be based exclusively on 
generating economic wealth. Moreover, researchers affirm that entrepreneurship could be a vehicle that 
may help to transform economic sectors towards sustainable development (Dean & McMullen, 2007; 
Shepherd & Patzelt, 2011).

Schaltegger and Wagner (2011) argue that in order to respond to today’s economy desires and needs, 
entrepreneurial actors should incorporate on their commercial activities, social and environmental so-
lutions; i.e. businesses that want to contribute to sustainable development should include sustainable 
practices in their business strategies (Shepherd & Patzelt, 2011). Because of this, entrepreneurs and firms 
began to pay greater attention to the impact that their businesses generate or could generate on the soci-
ety and the environment (Aghelie et al., 2016; Sarango-Lalangui et al., 2018). This has caused that the 
traditional entrepreneurship approach, about the value creation related with economic outcomes (Amit & 
Zott, 2001) may encompass non-economic welfares as well (Shepherd & Patzelt, 2011; Urbaniec, 2018).

Several researchers (Cohen & Winn, 2007; Gibbs, 2009; O’Neill Jr., Hershauer, & Golden, 2006) 
began to study the relationship between entrepreneurship and sustainable development. This has driven 
to the emergence of the sustainable entrepreneurship concept (Muñoz & Cohen, 2018; Schaltegger 
& Wagner, 2011) or also baptized as sustainopreneurship by other researchers (Abrahamsson, 2007; 
Aghelie et al., 2016). Shepherd and Patzelt (2011) established that SE “is focused on the preservation 
of nature, life support, and community in the pursuit of perceived opportunities to bring into existence 
future products, processes, and services for gain, where gain is broadly construed to include economic 
and non-economic gains to individuals, the economy, and society”. This means that SE is seen as unique 
opportunity to guarantee the well-being of future generations, due to the conception of environmental, 
social and economic values within the entrepreneurial process and businesses (Hockerts & Wüstenha-
gen, 2010).

Therefore, SE has to focused on the social (taking into account customers, partners, workers, other 
stakeholders and the wider community), environmental (paying greater attention to the reduction of 
negative effects and to the long-term protection of the environment) and economic (on the basis of 
economic and financial results) aspects of businesses (Aghelie et al., 2016; Hockerts & Wüstenhagen, 
2010; Urbaniec, 2018). To achieve and manage the triple bottom line goals result in enormous complex-
ity for the SE process, so according to Gerlach (2003), it is necessary to carry out an innovations system 
in order to establish practices that lead to SE. Furthermore, several researchers (Aghelie et al., 2016; 
Fellnhofer, 2017; Gerlach, 2003) argue that innovation is a key issue to achieve SE. So, the authors of 
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this chapter based on Gerlach (2003) assume that there is not a single role of innovation in the SE field 
but rather that SE could be about a multi-innovation implementation process.

The definitions of innovation in previous literature are very varied (Lee, Hallak, & Sardeshmukh, 
2012). These range from very narrow perspectives, where the meaning is limited to (initial) commercial 
exploitation (Hauschildt, 2004), to very broad viewpoints covering also invention and dissemination of 
new products, practices and ideas, and not only first adoption (Brockhoff, 1994). In addition, the business 
innovation model has evolved towards the concept of open innovation, which implies that innovation 
processes may lie beyond the boundaries and control of the company. Open Innovation involves com-
bining purposive inflows and outflows of knowledge across the boundary of a firm in order to leverage 
external sources of knowledge to accelerate internal innovation, and commercialization paths, respectively 
(Chesbrough, 2012; Chesbrough & Bogers, 2014). On the other hand, the concern for environmental 
issues has also led to new concepts such as eco-innovation defined according to Horbach, Rammer and 
Rennings (2012, p. 119) as “product, process, marketing, and organizational innovations, leading to a 
noticeable reduction in environmental burdens. Positive environmental effects can be explicit goals or 
side-effects of innovations. They can occur within the respective companies or through customer use of 
products or services.”

For the purpose of this study the authors opt for focusing on broader and more traditional definitions 
of innovation. Kanter (1983, p. 20) for example defined innovation as “the process of bringing any new 
problem-solving idea into use…Innovation is the generation, acceptance and implementation of new 
ideas, processes, products or services”. Moreover, scholars have typically categorized innovations into 
diverse kinds in arrange to differentiate and measure the innovation process (Lee et al., 2012). In this 
vein and in a more broad viewpoint, The Organization for Economic Co-operation and Development 
(OECD), define innovation as “the implementation of a new or significantly improved product (good or 
service), or process, a new marketing method, or a new organizational method in business practices, 
workplace organization or external relations” (OECD & Statistical Office of the European Communi-
ties, 2005, p. 46; Hall, 2009).

This categorization is closely related to the typology proposed by Schumpeter and is widely used 
(Lee et al., 2012; Varis & Littunen, 2010) and developed (Camisón & Monfort-Mir, 2012; Hall, Lotti, 
& Mairesse, 2009; Hjalager, 2010; Sundbo, 1998) by other researchers of innovation (see Table 1 for a 
complete explanation of each innovation type).

Literature (Gunday et al., 2011; Varis & Littunen, 2010; Wolff & Pett, 2006) postulate that these 
different types of innovations have crucial roles on traditional organizations. According to Gunday et 
al. (2011) innovation can help businesses to access new markets, increase market share and could lead 
to obtain a competitive advantage. Cainelli, Evangelista and Savona (2006) also claim that firms that 
demonstrate product innovation enhance economic growth and productivity compared to companies 
that do not innovate. In this vein, Varis and Littunen (2010) argue that innovations that are related to the 
introduction of new product, service and market innovations drive to firm growth. Wolff and Pett (2006) 
in the same way postulate that product innovations entail firm’s profitability. Gunday et al. (2011) also 
identify that organizational innovations are a key element in firm performance.

Since innovation plays a central role in SE, it is expected that innovation adopt multiple core tasks 
for sustainable businesses. Klewitz and Hansen (2013) for example, identify innovation as one of the 
five practices leading to sustainable entrepreneurship, i.e. innovation could have a causal effect on the 
identification of sustainable opportunities. In addition, Schaltegger and Wagner (2011) postulate that 
innovations that bring into existence the new sustainable ventures can introduce more environmental and 
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social solutions. Moreover, York and Venkataraman (2010) see innovation as a driver for the transition 
towards sustainability of an industry, as innovations could help to revolutionize sectors by means of the 
exploitation of inventions or untested technologies. Furthermore, Fellnhofer (2017) based on Rennings 
and Rammer (2011) postulate that it is expected to hold particularly true for sustainable businesses that 
innovations positively impact on their performance.

Hockerts and Wüstenhagen (2010) pay special attention in the product and process innovation types 
within SE. They postulate that in some industries, such as hearing systems or cars, SE is mainly as-
sociated with product innovation, due to the emergence of social and environmental aspects in specific 
phases of the product life cycle; while in other industries, there is equal importance for process innova-
tions. According to some researchers (Gibbs, 2009; Hall & Wagner, 2012), sustainable entrepreneurial 
organizations can provide sustainable products, services, transport, processes or organizational structures 
through innovation. In this vein, Hockerts and Wüstenhagen (2010) argue that innovations could emerge 
in both new and incumbent firms. New firms refer to rather new and small companies with environmental 
and social objectives at least as important as economic objectives, while incumbent firms are “old” and 
large companies with dominating economic objectives and complementary social/environmental aims.

As it can be seen, there is growing evidence that innovation is an important instrument in SE. More-
over, it can be argued that SE is about the implementation of innovations. However, until now there 
are only separate pieces of information about the multiple roles that innovation can have in SE. So, a 
complete overview of those is needed, since this would help to create a holistic framework of the in-
novation roles in SE.

Table 1. Categorization of types of innovation based on Schumpeter’s notion of innovation (1934)

Types of Innovation Explanation

Product/service innovations

  • New or significantly improved products and services (Hall et al., 2009). 
  • These come in the form of the development or introduction of new materials, intermediate 
products, or new components or product features (Camisón & Monfort-Mir, 2012). 
  • These types of innovations are directly observable by customers and are considered as 
new (Hjalager, 2010).

Process innovations

  • New or significantly improved methods for production or delivery (operational processes) 
(Hall et al., 2009). 
  • Processes which take place “behind the scenes” and aim to increase efficiency and 
productivity (Hjalager, 2010). 
  • This may involve the use of new equipment or increased automation, new and more 
efficient methods of production or the use of new energy sources (Camisón & Monfort-Mir, 
2012).

Organizational/managerial innovations

  • Relate to new or improved methods in a firm’s management structure or system, 
organization of work or external relations (Hall et al., 2009). 
  • Introduction of new systems and management methods and new types of work 
organization and business models (Camisón & Monfort-Mir, 2012).

Marketing innovations

  • Identified as the introduction of new marketing methods, which include changes in 
product design, promotional strategies and price (Camisón & Monfort-Mir, 2012). 
  • It can also relate to a new type of marketing or behavior in the market, which includes 
relationships between other parties such as state and other regulatory systems, societal 
organizations or specific customers (Sundbo, 1998).

Source: own elaboration based on Lee et al. (2012)
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THE ROLE OF INNOVATION IN SUSTAINABLE ENTREPRENEURSHIP

Literature Review Method

To provide a comprehensive overview of the diverse roles that innovation can have on SE, this study 
has undertaken a literature review as opposed to a traditional narrative review. Authors developed a 
transparent, reproducible and iterative review process (see Figure 1). For the literature analysis, this 
research uses the two most relevant scientific databases (Web of Science (WoS) and Scopus). The key-
word search was “sustainab* entrepreneur*” AND “innovat*”. An initial search returned 293 articles 
(128 from Scopus and 165 from WoS). However, for quality reasons the researchers filtered only for 
double-blind peer reviewed journal articles, leaving aside conference proceedings, conference articles, 
among other scientific resources. Also, the authors select only articles written in English. This resulted 
in a total of 164 articles (81 from Scopus and 83 from WoS). After excluding the duplicated manuscripts 
the researchers got a total of 125 documents.

From this point on, the authors established a researcher’s panel (conformed by the four authors of 
this study) to carry out the next three steps.

1.  Perform a manual review of titles and abstracts that help researchers to discard studies that are 
not in line with the approach of this study, i.e. those that not focus on innovation or sustainable 
entrepreneurship as a core topic. Of this filter remained 70 articles.

2.  Conduct a subsequent manual review to carry out an in-depth analysis of the titles, abstracts, results 
and conclusions following the same criteria of point 1. Of this filter remained 37 articles.

3.  Finally, the panel decided to add important studies that the authors had missed using the search 
criteria. So, the panel decided to add 3 articles to the sample (for a complete overview of the in-
clusion/exclusion protocol of articles see Figure 2). This allowed obtaining a final sample of 40 
articles.

Figure 1. Stages of the literature review
Source: own elaboration based on (Phillips, Lee, Ghobadian, O´Regan, & James, 2014; Tranfield, Denyer, & Smart, 2003)
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Although, no rigid specific criteria was established for the inclusion or not of each article (in steps 1 
and 2), this process followed an inductive coding scheme; taking into account all the articles that have 
researched in some way the role of innovation (directly or indirectly, consciously or unconsciously) in 
the SE field. The establishment of the panel allowed the researchers to perform this process with clarity 
and reliability, since for the inclusion (or not) of each article, each of them had to have the approval of at 
least three of the four members of the panel. The final sample was divided in four groups of ten articles. 
Each group of articles was revised by two different panel members in order to collate and complete (if 

Figure 2. Overview of the inclusion/exclusion protocol of articles
Source: own elaboration
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it is the case) the results found by each and thus avoid losing relevant information during the review 
process. For a better understanding, the results of the literature presented hereunder are broken down in 
two parts, descriptive and thematic results.

Descriptive Results of the Literature Review

As presented above, at the initial stage of the review, 164 English double-blind peer review articles were 
found. These came from 76 journals. After the inclusion/exclusion criteria were applied the final sample 
(40 articles) came from 24 journals (for a complete overview of all the papers included in the study 
and the journal of origin of each one see Appendix A). The journal contributing the highest number of 
studies to this sample was the Journal of Cleaner Production with 8 studies followed by Sustainability 
with 5 studies and the Journal of Business Venturing and the International Journal of Entrepreneurial 
Behaviour and Research with 3 studies each. The journals that publish articles in the areas of sustainable 
entrepreneurship and include innovation as a keyword are a good indicator of the disciplines from which 
this connection draws its concepts and theories. The review has recognized a range of fields including 
sustainability, innovation, environment, entrepreneurship and small business research (see Table 2).

Furthermore, the studies were categorized by the origin country of the research articles´. The most 
productive country was Germany (11 studies) followed by United Kingdom and Netherlands (4 studies 
each) and Canada (3 studies). The other 22 identified countries have just one contribution. In terms of 
geographical regions, Europe is the leader with 30 studies (75%), followed by North America (4 studies) 
and Asia (3 studies). Regions such as South America, Oceania or Africa contribute with one article. 
Another relevant indicator to remark is that 10 articles (i.e. 25%) were performed by international col-
laboration teams, which suggest that there is an international interest in the intersection between SE and 
innovation. Articles were also categorized according to publication year. As showed in Figure 3 and 
Table 3 the first article identified for this review was found in 2003; however it is not until 2010 where 
the intersection between the SE and innovation began to grow in terms of number of articles. This trend 
is mainly increased in the last 5 years (2014-2018 and including up to April 2019). Only 9 articles were 
identified between 2003 and 2013, while post 2013 the review recognized 31 articles. Figure 3 also il-
lustrates that the number of citations increased in parallel with the number of published articles. As it can 
be seen, 2018 is the most productive year with 11 contributions the year with most citations with 486.

Table 3 also shows other main characteristics of the articles selected for this review such as aver-
age citations per year, number of authors per year, average number of authors per article and number 
of journals that published at least 1 article in a specific year. It could be seen that the average citation 
per article (C/A) tends to have an increase since 2009. In the same way the number of authors (AU) 
publishing in innovation and SE has increased each year in the last years (2016-2018). Concerning the 
average number of authors per article (AUA), it could be said that in the last six years (2014-2019) it 
remains constant that articles have more than two authors. Moreover, there is an increasing trend in the 
number of journals publishing (JA) on this subject. In 2018 for example there were 7 different journals 
that publish at least one paper related to the intersection between innovation and SE research.

Thematic Results of the Literature Review

The literature review is based on the 40 selected articles that address innovation within SE. Those papers 
were subjected to a deeply analysis in order to identify all the roles that have been given to innovation 
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within the SE. The categorization produced seven innovation roles. Table 4, divided in the seven identi-
fied roles, summarizes the authors, main highlights and type/s of innovation addressed by each article. 
As was expected, several articles concern more than one role to innovation, therefore the same study can 
be present in more than one role. Subsequently, the most relevant outcomes of the studies are presented 
in a thematic structure.

Innovation as an Antecedent that Leads the Initial Phases of SE Process

As stated above, Hockerts and Wüstenhagen (2010) argue that there are two different types of organiza-
tions that engage in SE. On the one hand, new companies, i.e. those created from the beginning on the 
basis of sustainable business models. On the other hand, incumbents, which at any point decide to orient 
their business model towards sustainability. In doing so, several researchers (Criado-Gomis, Cervera-
Taulet, & Iniesta-Bonillo, 2017; Gerlach, 2003; Spence, Gherib, & Biwolé, 2011) have determined that 
innovation can lead both new and incumbent companies to achieve SE. Going even further, Larsson, 
Milestad, Hahn and von Oelreich (2016) and Urbaniec (2018) argue that Schaltegger and Wagner (2011) 
in an attempt to define SE, highlight the need of sustainable innovation in order to consider a firm as SE.

Table 2. Breakdown of the research field of the selected journal articles

Field of Research Total of Journals Total of Articles

Sustainability 4 15

Innovation & technology management 6 6

Environment 5 6

Entrepreneurship 3 5

Small business research 2 4

Business ethics 1 1

Energy 1 1

Economics 1 1

Interdisciplinary 1 1

Total 24 40

Source: own elaboration

Figure 3. Graph illustrating number of publications from 2007 to 2019
Source: own elaboration based on WoS (2019) and Scopus (2019)
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In the view of Klewitz and Hansen (2013) innovation is one of the five practices leading to SE. 
Innovation not only helps to find several sustainable solutions to existing problems, but also makes it 
possible to anticipate future problems, future developments and future solutions (Aghelie et al., 2016; 
Lans, Blok, & Wesselink, 2014). Cohen and Winn (2007) add that market imperfections offer opportu-
nities to SE organizations and that innovation plays a central role for the conception and development 
of innovative business solutions.

Taking into consideration the first type of SE organization, i.e. new firms, Gerlach (2003) establishes 
that sustainable entrepreneurs are capable of identifying market opportunities for sustainability innova-
tions. They successfully implement these innovations and create new products and services. According to 
Hockerts and Wüstenhagen (2010) new sustainable firms born from product innovations, i.e. sustainable 
entrepreneurs design new sustainable products and therefore decide to establish a sustainable business. 
In some industries, more precisely in those where innovations are likely to replace existing products, 
new firms will be prone to introduce these innovations than incumbents (Weber, 2008). Moreover, in 
some scenarios a new firm will be the only accessible method to bring innovations to market even if the 
innovations were developed in an existing firm (Dew, Sarasvathy, & Venkataraman, 2004).

On the other hand, taking into account the second type of SE organization, i.e. incumbent firms, 
Criado-Gomis et al. (2017) argue that if incumbent firms want to move to a more sustainable business 

Table 3. The main characteristics of the articles from 2007 to 2019

Year A C C/A AU AUA JA

2003 1 0 0 1 1,00 1

2004 0 0 0 0 0,00 0

2005 0 0 0 0 0,00 0

2006 0 0 0 0 0,00 0

2007 1 2 2 2 2,00 1

2008 0 7 9 0 0,00 0

2009 0 7 16 0 0,00 0

2010 3 32 12 5 1,67 2

2011 3 64 16 7 2,33 3

2012 0 84 28 0 0,00 0

2013 1 106 38 2 2,00 1

2014 4 136 37 12 3,00 3

2015 4 196 40 8 2,00 4

2016 4 294 46 13 3,25 4

2017 6 344 49 14 2,33 5

2018 11 486 48 26 2,36 7

2019 2 258 52 5 2,50 2

Total period 40 2016 50 95 2,38 24*

A: Number of articles published per year; C: Number of citations per year; C/A: Average number of citations per article (citation total 
since 2007/total of articles since 2007); AU: Number of authors that published at least 1 article in a specific year; AUA: Average number of 
authors per article; JA: Number of journals that published at least 1 article in a specific year. * Although the total sum results in 33 journals, 
some have more than one article, so there are only 24 different journals in total. Source: own elaboration based on Scopus and WoS 2019
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Table 4. The roles of innovation in SE

Author/s (Year) Main Highlights Innovation 
Category

Role: Antecedent That Leads the Initial Phases of SE Process

Gerlach (2003) Sustainable entrepreneurs identify market opportunities through innovations concerning 
sustainability, successfully implement these innovations and create new products or services. P/S

Klewitz & Hansen (2013) Innovation is one of the five practices leading to sustainable entrepreneurship. P/S, PRO, ORG
Cohen & Winn (2007) Innovation plays a key role for the creation and development of innovative business solutions. PRO, ORG

Aghelie, Sorooshian & Azizan 
(2016) Innovation is a key to find new solutions for sustainability. GEN

Davies & Chambers (2018) Innovations allow the integration of hybrid values propositions in the business model. ORG

Criado-Gomis, Cervera-Taulet & 
Iniesta-Bonillo (2017)

Process or product innovations encourage firms to adopt and integrate sustainable-oriented 
practices, which in turn allow a company to undertake a transition to becoming a sustainable 
business.

P/S, PRO

Hockerts & Wüstenhagen (2010) Corporate social innovation helps to identify unmet needs and for developing solutions that 
create new products, services and markets. P/S, ORG

Spence, Gherib & Biwolé (2011) Innovation is a driving force behind the adoption and integration of sustainable practices in 
SMEs. ORG

Lans, Blok & Wesselink (2014) Innovation can not only help looking for alternative and more sustainable solutions to existing 
problems, also anticipating new problems, new developments and new solutions. GEN

Hapenciuc, Pînzaru, 
Vătămănescu, & Stanciu (2015) Innovative marketing models are a vehicle to conduct their businesses to sustainability. MKT

Larsson, Milestad, Hahn & von 
Oelreich (2016)

Schaltegger and Wagner (2011) in an attempt to define SE, highlight the need of sustainable 
innovation in order to consider a firm as sustainable entrepreneurship. GEN

Urbaniec (2018) The innovativeness level could be perceived as a sufficient basis for the implementation of SE. GEN
Role: Competitive Advantage for Sustainable Businesses/Entrepreneurs

Gerlach (2003)
Successful sustainable innovation is accomplished when entrepreneurial actors achieve 
competitive advantages, i.e. economic success by applying innovative environmental and/or 
social practices.

ORG

Lans, Blok & Wesselink (2014) Sustainability can be identified as new business opportunities leading to new and sustainable 
products, production methods or ways of organizing business processes in a sustainable way. P/S, PRO, ORG

Klewitz (2017) Firms use sustainability-oriented innovations to adapt, avoid risks and achieve competitive 
advantages. P/S, PRO, ORG

Klewitz & Hansen (2013) SMEs could realize competitive advantages through sustainability-oriented innovations if they 
are capable to identify sustainable and market issues. GEN

Djupdal & Westhead (2015) The environmental certification (as innovation) should be considered an investment in 
sustainable development which can promote a competitive advantage. PRO

York & Venkataraman (2010) Innovations geared towards the environment could create a competitive advantage due to the cost 
reduction or through the increased revenue. ORG

de Lange (2017) Innovations through state environmental standards lead to an increase in international 
competitiveness and create a competitive advantage. GEN

Ferdousi (2015) Innovation principles help to achieve competitive advantage. GEN

Hahn, Spieth & Ince (2018) Innovative business model design is regarded as vehicle to create sustainable competitive 
advantages. ORG

Kraus, Burtscher, Niemand, 
Roig-Tierno & Syrjä (2017)

Eco-innovations could lead to competitive advantages in terms of cost reduction, ecological 
efficiency and reputation. GEN

Nikolaou, Tasopoulou & 
Tsagarakis (2018)

Innovation through the technological progress could lead to create competitive advantage in 
green entrepreneurs. GEN

Urbaniec (2018) Innovative actions are increasingly used in the field of sustainability to consolidate competitive 
position of firms. GEN

Haldar (2019) Success of sustainable innovation lies on obtaining competitive advantages from the application 
of innovative social and/or environmental production, service, and/or organizational practices. P/S, PRO, ORG

Scott, Govender & van der 
Merwe (2016)

Sustainable entrepreneurial ventures achieve competitive advantages by introducing new 
innovative products in the market more quickly and effectively than its competitors. P/S

Role: Instrument of Social and Environmental Change

Schaltegger & Wagner (2011) Sustainable ventures can introduce more environmental and social solutions through innovations, 
which attempt to contribute to sustainable development of the market and society as a whole. GEN

York & Venkataraman (2010) New and innovative methods help to provide innovation which leads to address environmental 
degradation. ORG

continued on following page
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Author/s (Year) Main Highlights Innovation 
Category

Gerlach (2003) Social entrepreneurs are driven by their social mission and they see innovation as a set of means 
to fulfil unmet social needs. GEN

Kraus, Burtscher, Niemand, 
Roig-Tierno & Syrjä (2017)

Eco-innovations of SE firms may change the mindset of customers of firms and the surrounding 
environment. GEN

Nikolaou, Tasopoulou & 
Tsagarakis (2018)

Using eco-design, green chemistry, life cycle analysis, eco-efficiency could raise awareness of 
the environmental sensitiveness in consumers. PRO, MKT

Schaltegger, Beckmann & 
Hockerts (2018) Innovation could create synergies by connecting social, environmental and economic challenges. GEN

Urbaniec (2018) Innovation activities undertook in SE could have different social, environmental, and economic 
benefits. GEN

Schaltegger, Lüdeke-Freund, & 
Hansen (2016) Business model innovations for SE are changing markets and society. GEN

Haldar (2019) Sustainable entrepreneurship is aimed at realizing large scale social transformation through 
environmental and/or social innovations. P/S, PRO, ORG

Muñoz & Cohen (2017) Innovation allows a balance between opposite interests of the TBL and an optimization of the 
aggregate results. GEN

Vallaster, Kraus, Kailer & 
Baldwin (2019) Innovations are a crucial factor to lead to the enhanced social performance in SMEs. GEN

Role: Means to Respond to Stakeholders’ Unmet Social and Environmental Needs
Klewitz & Hansen (2013) Increased innovation capacity geared to sustainability enhances interaction with stakeholders. GEN

Schaltegger & Wagner (2011) Innovations directed towards sustainability often address the unmet demand of a larger group of 
stakeholders. GEN

Hockerts & Wüstenhagen (2010) Innovations are used by market incumbents to react to pressure from stakeholders in an attempt 
to demonstrate them that they are sincere about their concerns. P/S, PRO

Sarango-Lalangui, Santos & 
Hormiga (2018) Greater sustainability-oriented innovation allows better interaction with stakeholders. GEN

Spence, Gherib & Biwolé (2011) Innovation in SMEs is evident in the use of less polluting packaging which responds to 
stakeholders’ demands. MKT

Gasbarro, Rizzi & Frey (2017) Sustainable innovations have positive effects in terms of the recognition of institutional 
stakeholders. ORG

Crnogaj, Rebernik, Hojnik & 
Gomezelj (2014)

Innovation in SE is deemed as a way to meet the needs of consumers regarding ecological and 
social responsibility, cultural appropriation, political justice and technological support. GEN

Raudeliūnienė, Tvaronavičienė, 
& Dzemyda (2014) Innovation is considered as a strategic response to the change in consumption behavior. GEN

Wahga, Blundel & Schaefer 
(2018)

Production innovations may be due to coercive, normative and mimetic isomorphic pressures 
from customers’ requirements, industry dynamics, regulations, proto-institutional sponsors and 
peers’ effect.

PRO

Ruijs & Egmond (2017)
Innovations based on the use of natural capital or the ecosystem services available will depend 
on the common vision held by stakeholders about the value and need for urgency to change 
nature management practices.

PRO

Role: Means to Make Profit in Order to Pursue Social and Environmental Objectives

Gerlach (2003) Innovations concerning social issues can be a tool for making profit rather than the other way 
round - using profit as a tool to create social change. GEN

Hahn, Spieth & Ince (2018) Innovative solutions in SE businesses enable these firms to achieve nonfinancial objectives 
through financial ones. GEN

Raudeliūnienė, Tvaronavičienė & 
Dzemyda (2014)

The innovation derived from the change in consumption behavior is considered as a means to 
balance the personal benefits with public benefits. GEN

Role: Driver for a Positive Performance of Sustainable Businesses

Fellnhofer (2017) The author establishes that it is expected to hold particularly true that innovations positively 
impact sustainable businesses performance. GEN

Aghelie, Sorooshian & Azizan 
(2016) The success in implementing sustainable business practices relies on innovation. GEN

Bocken (2015) The innovation in the business model is an important enabler of the success of sustainable 
enterprises. ORG

Cohen & Winn (2007) Innovations have the potential to achieve entrepreneurial rents. PRO, ORG

continued on following page

Table 4. Continued
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model they have to do it through the introduction of innovative processes or products in the organiza-
tion. Spence et al. (2011) suggest that such kind of innovations can be converted in a driving force be-
hind the adoption and integration of sustainable practices in SMEs. According to Hapenciuc, Pînzaru, 
Vătămănescu and Stanciu (2015) these firms employ also innovative marketing models as a vehicle 
to conduct their businesses to sustainability. Davies and Chambers (2018) considerate that innovation 
could lead to the design of sustainable business models capable of delivering environmental and social 
benefits. Innovation would help to a transformation process of an incumbent firm towards a hybrid and 
holistic business model through which firms are able to balance the triple bottom line.

Moreover, Hockerts and Wüstenhagen (2010) argue that incumbent firms transform their business 
model towards sustainability through process innovations, including the introduction of Corporate Social 
Responsibility (CSR) initiatives, sustainable management systems or ecology efficiency. To engage in 
SE, incumbent firms recognize unmet social needs to develop innovative solutions. Unilever, for example, 

Author/s (Year) Main Highlights Innovation 
Category

Djupdal & Westhead (2015) Firms should consider environmental certification (as innovation) as an investment in 
sustainable development which can promote superior performance. PRO

de Lange (2017) Innovations aimed at sustainability should lead to higher CSR and profitability. GEN

Dodd, Orlitzky & Nelson (2018) Sustainability innovations increase the value creation and could lead to cost savings, regulatory 
compliance, brand building or a price premium for green products. ORG

Ferdousi (2015) Innovation has significant impact on income. GEN

Nikolaou, Tasopoulou & 
Tsagarakis (2018)

Technology and managerial innovations processes help to diminish the use of resources with the 
subsequent decrease of operational and production costs, which in turn provoke an increase in 
profit.

ORG

Wahga, Blundel & Schaefer 
(2018)

Innovative sustainability practices respond to competitiveness logic i.e. to save resources, 
improve reputation and achieve eco-efficiency for cultivating financial benefits. ORG

Rennings & Rammer (2011) Environmental innovations have an ambiguous impact on firm performance. P/S, PRO
Role: Enabler for the Transition Towards Sustainability of a Sector

Schaltegger & Wagner (2011) Sustainable ventures through innovation are key transformers towards a sustainable economy. GEN

Hansen & Schaltegger (2013) Corporate sustainability can be seen as an innovation in the sustainability direction which can 
lead towards an industry transformation process. P/S, PRO, ORG

Klewitz (2017) Innovation oriented to accomplish sustainability in SMEs not only has effects at the level of 
product, process and organization, but also at the level of industry transformation. P/S, PRO, ORG

Woolthuis (2010)
Innovation through motivating cooperation and trust, supply chain integration and providing 
capital for those initiatives can help to process into new directions by shaping a new path 
towards transformation of the sector.

PRO

York & Venkataraman (2010)
An industry could be revolutionized or reformed through innovation, the exploitation of an 
invention or an untried technology that allows a production improvement or the creation of new 
products.

PRO

Hockerts & Wüstenhagen (2010)
The combination of the product innovations of new sustainable firms with the process 
innovations of incumbent firms are key elements in the early stages of an industry’s 
sustainability transformation.

P/S, PRO

Fellnhofer (2017) Innovation system could foster successful sustainability by accelerating the transition process 
from emerging technologies to new industries. ORG

Urbaniec (2018) Innovation could have an effect orientation in the sense that could help to transform sectors or 
economies toward sustainability. GEN

Schaltegger, Lüdeke-Freund & 
Hansen (2016)

Innovations in business model are needed to create a sustainability transformation of the mass 
market. ORG

Hörisch (2018)
Transformative innovations generated by emerging entrepreneurs and incremental innovation 
realized by large incumbent corporations on niche level enable the transition of an industry 
towards sustainability.

PRO

P/S: Product/Service innovation; PRO: Process innovation; ORG: Organizational/managerial innovation; MKT: marketing innovation; 
GEN: General view of innovation. Source: own elaboration

Table 4. Continued
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utilizes corporate social innovation in order to create new products and services to try satisfy the wid-
est aspirations of its customers and not only the daily needs (cited in Hockerts & Wüstenhagen, 2010).

Innovation as a Competitive Advantage for Sustainable Actors

Literature (Ferdousi, 2015; Urbaniec, 2018) demonstrates that innovation in SE could lead to achieve 
diverse competitive advantages. Going even further, Haldar (2019) and Gerlach (2003) argue that success 
of sustainable innovation lies on obtaining competitive advantages from the application of innovative 
social and/or environmental production, service, and/or organizational practices. As a first competitive 
advantage, York and Venkataram (2010) and Kraus, Burtscher, Niemand, Roig-Tierno and Syrjä (2017) 
argue that innovation directed towards the environment could reduce costs or increased revenues, improve 
ecological efficiency and reputation. Second, sustainable-oriented innovations could lead companies to 
adapt to avoid risks (Klewitz, 2017).

Third, Klewitz and Hansen (2013) in a SMEs study establish that this type of companies could 
achieve competitive advantages if they are able to recognize sustainable problems and markets where 
they can introduce their sustainable innovations. Fourth, understanding environmental certification as an 
innovation, Djupdal and Westhead (2015) considered that it has to be seen as investments in sustainable 
development which can promote competitive advantages such as obtaining reliability and legitimacy 
over their competitors. Fifth, Lans et al. (2014) and Hahn, Spieth and Ince (2018) state that innovation 
is a way of generating competitive advantages, because it allows producing new and sustainable goods, 
production methods or business processes and models.

In another approach, de Lange (2017) based on Porter and van der Linde (1995) study, propose 
that innovation towards the environment is a source of competitive advantage since the international 
competitiveness of sustainable business depend on innovation and not on low costs or large scale. De 
Lange (2017) based on Lanoie and Rochon-Fabien (2012) research, present a real example. The re-
searcher mentions that the Enviroclub program, which is developed in Canada since 2001, to analyze 
how in-plant pollution prevention projects might be prosperous for SMEs, evidence that environmental 
innovation increase competitiveness. Seventh, Nikolaou, Tasopoulou and Tsagarakis (2018) establish 
that innovation through the technological progress could lead to create competitive advantage in green 
entrepreneurs. Finally, Scott, Govender and van der Merwe (2016) claim that sustainable entrepreneurial 
ventures achieve competitive advantages by introducing new innovative products in the market more 
quickly and effectively than its competitors.

Innovation as an Instrument of Social and Environmental Change

Literature establishes that sustainable businesses through innovation could introduce social and envi-
ronmental solutions (Schaltegger & Wagner, 2011) and that sustainable business model innovations are 
changing markets and society (Schaltegger, Lüdeke-Freund, & Hansen, 2016). Innovations directed to 
sustainability help society and the market as a whole to achieve sustainable development, i.e. innova-
tion could create synergies by connecting social, environmental and economic challenges (Schaltegger, 
Beckmann & Hockerts, 2018; Urbaniec, 2018). Sustainable entrepreneurship is aimed at realizing large 
scale social transformation through environmental and social innovations (Haldar, 2019). Innovation 
restores environmental, social and economic systems. It allows a balance with opposite interests of the 
Triple Bottom Line and the optimization of the aggregate results (Muñoz & Cohen, 2017).
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Focusing on the social goal of SE, Gerlach (2003) argue that sustainable entrepreneurs driven by 
a social mission view innovation as means to satisfy unmet social needs. Vallaster, Kraus, Kailer and 
Baldwin (2018) argue that innovations are a crucial factor to lead to the enhanced social performance 
in SMEs. While centering on the environmental goal of SE, York and Venkataram (2010) discuss that 
innovation is one of the three keys to combat environmental issues. By using eco-innovations, SE firms 
may change the mindset of customers of firms and the surrounding environment (Kraus et al., 2017). So, 
in order to address existing environmental degradation, current habits of life must be evolving by new, 
innovative methods of managing business. Nikolaou et al. (2018) highlight a strategy based on the use of 
alternative components in the composition of products. For instance, using eco-design, green chemistry, 
life cycle analysis, eco-efficiency could raise awareness of the environmental sensitiveness in consumers.

These innovative ways of managing business can lead sustainable entrepreneurs to create new busi-
nesses that care about sustainability as a whole rather than assisting incumbent firms just in specific 
social and environmental practices. This is an important aspect, as sustainable entrepreneurs through 
sustainable ventures must not only focus on technological innovation, but must also bring these innova-
tive ideas to society and the environment. Innovation towards sustainability by helping the creation of 
new companies, markets, products, information sources and institutions, allows entrepreneurs to create 
new opportunities that generate social and environmental changes. So, the bigger the social and envi-
ronmental challenges a company face, the bigger the opportunity for innovations to address them (York 
& Venkataraman, 2010).

Innovation as Means to Respond to Stakeholders 
Unmet Social and Environmental Needs

Several authors (Klewitz & Hansen, 2013; Sarango-Lalangui et al., 2018) have postulated that innovation 
could be a set of means to respond to stakeholders’ unmet social and environmental needs. Gasbarro, 
Rizzi and Frey (2017) affirm that if the main objective of SE is to foster sustainable development, 
changing the business model via sustainable innovations has positive effects in terms of the recognition 
of institutional stakeholders of the social benefits and the reconsideration of common beliefs, norm and 
habits. Schaltegger and Wagner (2011) state the innovations directed towards sustainability benefit the 
society as a whole and firms that realize this type of innovations often accomplish some of the unmet 
demands of the majority of stakeholders.

Hockerts and Wüstenhagen (2010) introduced the idea that incumbent firms normally introduce in-
cremental innovations process to react to unmet sustainability needs from stakeholders. Some companies 
for example adopt sustainability management systems and communication to mitigate and demonstrate 
sincerity about the stakeholders concern. Crnogaj, Rebernik, Hojnik and Gomezelj (2014) deem the 
innovation in SE as a way to meet the needs of consumers regarding ecological and social responsi-
bility, cultural appropriation, political justice and technological support. In this vein, Raudeliūnienė, 
Tvaronavičienė and Dzemyda (2014) argue that innovation should be considered as a strategic response 
to the change in consumption behavior.

In a comparative analysis between Canada, Tunisia, and Cameroon, Spence et al. (2011) establish 
that innovation in SMEs of these countries is evident in the use of less polluting packaging and being 
responsive to stakeholders’ demands. In an empirical analysis of Pakistan’s leather industry, Wahga, 
Blundel and Schaefer (2018) found that the adoption of production innovations may be due to (or can 
be promote by) coercive, normative and mimetic isomorphic pressures from customers’ requirements, 

 EBSCOhost - printed on 2/8/2023 5:45 PM via . All use subject to https://www.ebsco.com/terms-of-use



16

The Role of Innovation in Sustainable Entrepreneurship
 

industry dynamics, regulations, proto-institutional sponsors and peers’ effect. As a result, this allows for 
better interaction with stakeholders (Klewitz & Hansen, 2013). Finally, Ruijs and van Egmond (2017) 
argue that innovations based on the use of natural capital or the ecosystem services available will de-
pend on the common vision held by stakeholders about the value and need for urgency to change nature 
management practices.

Innovation as Means to Make Profit in Order to Pursue 
Social and Environmental Objectives

Other role assigned to innovation in SE emanates that innovative solutions enable sustainable firms to 
achieve nonfinancial objectives through financial ones (Hahn et al., 2018). Gerlach (2003) for example, 
argue that innovations concerning social issues can be a tool for making profit rather than the other way 
round, i.e. firms use profit as a tool to create social change. Innovations could help to achieve financial 
performance and commercial stability that may lead to achieve its social/ecological goals because it 
is considered as a prerequisite. In such a vein, the revenues allow following the nonfinancial missions 
(Hahn et al., 2018). Raudeliūnienė et al. (2014) considered that innovations derived from the change in 
consumption behavior are means to balance the public benefits (of society) with the personal benefits 
(of the firm).

Innovation as a Driver for a Positive Performance of Sustainable Businesses

As in traditional firms, according to several authors (Dodd, Orlitzky & Nelson, 2018; Fellnhofer, 2017), 
it is expected to hold particularly true that innovations positively impact sustainable businesses perfor-
mance. In this vein, Bocken (2015) establish that business model innovations could lead to success of 
sustainable firms, while Aghelie et al. (2016) also argue that innovation allows implementing successful 
sustainable business practices leading to a positive performance. Moreover, de Lange (2017) affirms that 
companies with higher CSR have higher profitability due to the innovations towards the environment 
and the society. Nikolaou, Tasopoulou and Tsagarakis, (2018) innovation through technology or mana-
gerial processes helps to diminish the use of resources with the subsequent decrease of operational and 
production costs, which in turn provoke an increase in profit. Wahga et al. (2018) claim that innovative 
sustainability practices respond to competitiveness logic i.e. to save resources, improve reputation and 
achieve eco-efficiency for cultivating financial benefits. Furthermore, sustainable innovations have not 
only the potential to accomplish traditional rents (financial performance), but rather it allows to achieve 
a social wealth firm performance due to the fact that this type of innovation benefits the triple bottom 
line goals of sustainable businesses (Cohen & Winn, 2007).

In an empirical analysis of the renewable energy industry, Dodd et al. (2018) find that some SMEs of 
the sector had to adapt their business model towards the promotion of existing aviation biofuels in many 
different contexts, i.e. for them the motto seems to have been innovating through product diversification 
or having died. They find that innovations branched out into other markets in which biofuels could be 
used; e.g. drinks, cosmetics, pharmaceutical or food sectors. This type of innovation will generate an 
improvement in firms’ performance because these actions would lead to brand building, cost savings 
and to achieve a price premium for sustainable products. Taking into account only the environmental 
goal of SE, Djupdal and Westhead (2015) claim that the environmental certification viewed as a firm 
innovation could promote a greater performance, due to the higher levels of effectiveness.
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Ferdousi (2015) also claims that innovation has significant impact on income, because it is argued 
that entrepreneurs in developing countries are prone to imitating well-recognized opportunities rather 
than searching innovative opportunities. Since the lack of innovation, these activities are likely to be 
followed by competitors and consequently, the returns may decrease. In a somewhat different light, 
Rennings and Rammer (2011) argue that environmental innovations have an ambiguous impact on firm 
performance. They claim that eco-innovations impose by regulations could increase costs and diminish 
profits. However, firms could also benefit from lower innovation uncertainty due to demand-generating 
effects of regulation. Finally, they affirm that product and process innovations towards the environment 
create analogous success in terms of sales and cost savings.

Innovation as an Enabler to the Transition towards Sustainability of a Sector

According to other literature approach, innovation not only impact on sustainable entrepreneurial actors, 
but through them can generate the transformation of a sector to industry towards sustainability (Hockerts 
& Wüstenhagen, 2010; Urbaniec, 2018; Woolthuis, 2010). Fellnhofer (2017) argue that an innovation 
system could foster successful sustainability by accelerating the process from emerging technologies 
to new industries.

Hockerts and Wüstenhagen (2010) argue that both new and incumbent firms are necessary for an 
early industry´s sustainability transformation, because they as a whole complete a perfect environment 
to achieve this change. New firms could mainly provide product innovations, while incumbent firms 
are naturally good providers of process innovations. Hörisch (2018) also establish that transformative 
innovations generated by emerging firms and incremental innovation realized by large incumbent corpo-
rations on niche level enable the transition of an industry towards sustainability. This is also evident on 
Klewitz (2017) and Schaltegger and Wagner (2011) since they argue that innovations from sustainable 
ventures directed towards sustainability not only affects product, process and organizational levels but 
also industry level.

Hansen and Schaltegger (2013) also reaffirm the equal relevance of both new and incumbent firms for 
an industry transformation even if both types of organizations react with diverse actions and strategies 
to sustainable challenges. Furthermore, those authors establish that corporate sustainability could be 
seen as a normative innovation in the firm’s management. So, products, processes and business model 
innovations are improved or replaced by other more social and environmental versions than previous 
ones. This introduction of more sustainable offerings to the market carried out mainly by new firms in 
complement with the transformation of incumbent companies to turn out to be more sustainable “open 
the door” to a co-evolutionary process toward industry transformation (Hansen & Schaltegger, 2013; 
Hockerts & Wüstenhagen, 2010).

Sustainable-innovations have the power to renew or revolutionize sectors through the exploitation of 
untried technological innovations or inventions that help to improve the production of or the creation of 
novel products (York & Venkataraman, 2010). In this vein, Woolthuis (2010), in an empirical study of 
the Construction Industry of Netherlands, points out that the renewal of a sector towards a more com-
petitive and healthy industry again needs sustainable innovation that stimulates trust and collaboration 
and helps to obtain a better supply chain integration. Schaltegger et al. (2016) explain that innovations 
in business model are needed to create a sustainability transformation of the mass market, illustrating 
examples such as Toyota’s hybrid vehicle Prius, BMW’s i-series, and SAP’s sustainability performance 
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management solutions as precursors of innovative solutions that small competitors may imitate with the 
consequent transaction of a sector to sustainability.

DISCUSSION AND THEORY DEVELOPMENT

As can be seen in the literature review, several authors directly or indirectly, consciously or unconsciously 
attribute two or more roles to innovation within SE. However, those roles have seldom been related to 
each other. What is clear from authors’ results is that innovation roles should not be settle of separately; 
instead of that it is likely that successful implementation of sustainable strategies in practice combine 
some or all of them, because they possess parallel ways, superpose and influence on each other within 
SE (Gerlach, 2003). Each innovation role may act independently, but toward addressing social and en-
vironmental needs and concerns it should be viewed as a set of complementary and interrelated roles.

In doing so, authors frame that SE is about a multi-innovation implementation process (see Figure 
4) where innovation (before the establishment of or the transformation of traditional to sustainable 
firms) is primarily aimed at recognizing opportunities through the identification of unmet social and 
environmental needs (Hockerts & Wüstenhagen, 2010; Klewitz & Hansen, 2013). Subsequently (once 
the businesses are running), it acquires other roles that are needed to improve sustainability policies, 
impact and performance of sustainable businesses (Gerlach, 2003;Schaltegger & Wagner, 2011; York 
& Venkataraman, 2010), and finally, it could lead to an industry transformation if new and incumbent 
firms collaborate together to this end (Hockerts & Wüstenhagen, 2010; Woolthuis, 2010). What is also 
evident is that different types of innovation are required in each role, what reaffirms that SE could be 
seen as a multi-innovation implementation process, because it requires diverse types and applications 

Figure 4. Integrative Framework: The multi-innovation implementation process in sustainable entre-
preneurship
Source: own elaboration
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of innovation to get truly sustainable businesses (Gerlach, 2003). Figure 4 illustrates a synthesis of the 
seven innovation roles and the types of innovations needed and principal benefits that innovation could 
provide in each of them.

Innovation in a first phase is a key element to anticipate new problems, new developments and new 
solutions (Lans et al., 2014); i.e. innovation lets to identify society unmet needs (Hockerts & Wüstenhagen, 
2010) that allows the adoption of sustainable business solutions (Cohen & Winn, 2007), integration of 
sustainable practices (Spence et al., 2011) and creation of new, sustainable products and services (Gerlach, 
2003) for the establishment of new sustainable firms or the transformation of incumbent firms towards 
sustainability (Hockerts & Wüstenhagen, 2010). For this, the implementation of product/service (Criado-
Gomis, et al., 2017), organizational/managerial (Davies & Chambers, 2018), process (Cohen &Winn, 
2007) and/or marketing (Hapenciuc et al., 2015) innovations are required. It is necessary to clarify that 
incumbent firms have a better ability in introducing process innovations (Criado-Gomis, et al., 2017), 
while for new firms it is easy to implement product innovations (Hockerts & Wüstenhagen, 2010).

In a second phase, once sustainable firms are running, innovation should serve as a policy that leads 
to the improvement of several sustainable practices and actions that enhance the impact and performance 
of sustainable businesses (Schaltegger & Wagner, 2011; York & Venkataraman, 2010). This phase is 
where innovation roles are even more related, inasmuch as it is feasible that effective development of 
sustainable businesses depends on the combination of all five of them. It is difficult to think that sus-
tainable businesses can be developed in an adequate way if they are not able to take advantage of the 
different roles that innovation can provide (Gerlach, 2003). Moreover, sustainable companies have to be 
aware that in order to truly integrate the environmental, social and economic dimensions is not enough 
with exploiting one of the innovation roles, but rather a company should try to apply a multi-innovation 
implementation process (Hauschildt, 2004).

A company must realize that many times these roles of innovation are interconnected and overlap 
each other (Gerlach, 2003). By applying some type of innovation, it could indirectly be acquiring an-
other innovation role that had not been taken into account previously. Likewise, a company could fail if 
it focuses only on one of the roles of innovation, since these go in a parallel way. It is not possible, for 
example, to introduce process innovations that generate competitive advantages without taking into ac-
count whether these respond to stakeholders’ unmet social and environmental needs or if they could be 
a driver for a positive performance. As another example, if a company reduces costs or increase revenue 
(gain competitive advantage) through innovations, it is logical to think that it also will have an impact 
on the performance of the business or that this could increase profit to pursue social and environmental 
objectives of the firm.

It can be argued that a sustainable firm can exploit solely one innovation role, but it will be not ben-
efit from a truly sustainability. SE is about the implementation of innovations and the exploitation of 
those to achieve competitive advantages, to reach a positive performance and to improve relations with 
stakeholders while guarantying a pursuit of social and environmental change. Further it is logical to 
think that a firm can improve its sustainable impact and performance, if it is capable to seize innovation 
in a holistic way; i.e. exploit their innovations as: a competitive advantage, an instrument of social and 
environmental change, as a set of means to respond to stakeholders’ unmet social and environmental 
needs, a set of means to make profit in order to pursue social and environmental objectives and a driver 
for a positive performance. In essence, a sustainable business would not be getting the most out of innova-
tion and would not be having a fully sustainable performance if it did not implement a multi-innovation 
process which involves different types of innovation and the harnessing of the diverse innovation roles. 
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Of course, at this stage, depending on the role or roles that sustainable businesses want to exploit, dif-
ferent types of innovations are needed.

Finally, in a third phase of the multi-innovation implementation process, all innovations carried out 
by new and incumbent firms in conjunction could allow attaining supply chain integration (Woolthius, 
2010), exploitation of untried technological innovations (York & Venkataraman, 2010), increase trust and 
collaboration, improvement of production (Woolthius, 2010), establishment of corporate sustainability 
(Hansen & Schaltegger, 2011), increase innovation capital (Woolthius, 2010), application of innovation 
systems (Fellnhofer, 2017) and introduction of transformational and incremental innovations (Hörisch, 
2018), what leads to the transformation of a whole sector or industry towards sustainability (Hockerts 
& Wüstenhagen, 2010).

Authors therefore hypothesize that a multi-innovation implementation process will allow sustainable 
businesses to really achieve sustainable development.

CONCLUSION AND FUTURE RESEARCH

The descriptive results of the literature analysis reveal that there is a growing interest in studying the 
relation between SE and innovation. This could be explained also by the content results of the literature 
analysis, as it shows that there is not only one innovation role in SE, but rather the exploitation of various 
roles is required to achieve a better adoption of sustainability within businesses. Results allow arguing 
that SE is a complex process which requires a multi-innovation implementation process due to the fact 
that these innovation roles possess parallel ways, superpose and influence each other. The literature 
review addresses seven functions that innovation acquires in SE which, however, they have rarely been 
related to each other previously. This book chapter closes this gap by discussing and suggesting a holistic 
and dynamic framework of how these roles are related. Results allow arguing that sustainable busi-
nesses should not focus on taking advantage only of one innovation role, but rather the authors propose 
that if a company wants to achieve a real insertion in sustainable entrepreneurship should carry out a 
multi-innovation implementation process. That encompasses applying simultaneously different types 
of innovation (product/service, process, organizational/managerial and marketing) and covering various 
spotlights aimed at making better harnessing the benefits that innovation provides.

Future studies may contribute toward researching other issues that have been uncovered during this 
literature analysis. Even if, it has been identified that SE is about a multi-innovation implementation 
process, further study of the influence of each innovation role on sustainable businesses is recommended. 
It is logical to think that although the different roles of innovation must be carried out simultaneously 
some role can help sustainable businesses in a greater proportion, however it remains unclear. This is 
particularly relevant since it is not known once innovation allows the initial phases of SE process, which 
should be the next innovation role to be exploited by companies to continue with the multi-innovation 
implementation process. In addition, some of the theoretical statements of this research need to be clarify 
and amplified through an empirical lens, for example through conducting surveys and interviews with 
sustainable business leaders/entrepreneurs. This is an urgent investigation need because it is necessary 
to study the management and view of entrepreneurial actors of innovation in all sectors.
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LIMITATIONS

The main limitation of this literature review comes from the database selection, since articles not in-
cluded in Web of Science (WoS) or Scopus databases are excluded. Furthermore, the search was limited 
to English double-blind peer review journal studies, leaving side articles in other languages as well as 
conference articles, among other scientific resources. Another limitation of any literature analysis as the 
one carried out lies on the keywords selection. As an example, contributions that deal with sustainable 
entrepreneurship and innovation but do not use a familiar combination of terms were not included. In ad-
dition, related to the content analysis, a limitation of this type of research emerges from the interpretative 
nature of the literature analysis and the identification of the diverse innovation roles. Finally, this research 
is limited to a theoretical analysis, which in turn opens the door to future empirical research on this field.
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ABSTRACT

Entrepreneurship is a necessary strategy that entails the emergence of a business idea and the creation 
of a company, constituting a true entrepreneurial capital. At present, the European Commission (EC) 
urges entrepreneurship given the potential for sustainable and inclusive growth. Also, the EC, since 
2001, pronounced itself the need for a voluntary integration of social, economic, and environmental 
concerns in business strategies. The objective of this chapter is to achieve a confluence of ideas that 
link the initiative of an entrepreneur with the need to carry out a socially responsible strategy today in 
business. A bibliometric study was undertaken by means of a structured and systematized search of the 
Web of Science, Scopus, Elsevier, and Google Scholar during the 2005-2017 period, limiting the search 
to articles published in journals. Fifty-two works were located, which were published in 35 journals. The 
study has identified a set of entrepreneurship initiatives partially connected with social responsibility, 
which allows us to qualify him as a “socially responsible entrepreneur.”

INTRODUCTION

We conceive entrepreneurship as a necessary vehicle in the countries to grow, giving rise to the emergence 
of business ideas and the creation of companies that come to constitute an engine for the economy. The 
sum of the factors that contribute and collaborate in the beginning of all activity is known as “venture 
capital or risk capital”, being the reflection of several factors of legal, institutional and social type. Ac-
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cording to several authors, the unit of measurement of risk capital is the region or city (Audretsch, 2009; 
Audretsch & Stephan, 1996). This venture capital will have a positive impact on regional economic 
growth, so the promotion of entrepreneurship would be a cornerstone of regional, national and European 
policy, as well as the key to achieving economic growth and increases in productivity, thereby improving 
the business capacity of an economy (Audretsch, 2009).

The European Commission (EC) (2010), in the Europe 2020 Strategy, recognizes the importance of 
entrepreneurship and self-employment, in order to achieve sustainable and inclusive growth. To support 
these initiatives, the EC focuses its efforts in numerous directions, seeking not only the promotion of 
entrepreneurship and self-employment, but also fostering mutual learning and capacity-building in the 
countries and regions of the European Union (EU), encourage the adoption of voluntary standards and 
protection measures for entrepreneurship and support it financially.

Today there are many options to enjoy well-adapted spaces, both individual and shared, with a low 
cost and even at zero cost, allowing you to develop a job easily and without having to face the property 
of a local or the payment of high rents; also, the ability to have the initial Business Plan is important, 
since it is not easy and staff with adequate knowledge are not always available to do this task; moreover, 
entrepreneurship is associated with the ability to innovate in business, action that must be carried out 
not only at the beginning but continuously, and must be alert to the market and competitors and design 
actions to overcome competitors; finally, the existence of groups, associations or clusters of companies 
in the same industry helps to advance, supporting each other to progress, which is a source of progress 
and competitiveness.

On the other hand, since the year 2001, when the European Commission issued the so-called Green 
Paper, Fostering a European Framework for Corporate Social Responsibility, the issue of Corporate 
Social Responsibility (CSR) began to be dealt with extensively. This strategy refers to the integration, 
voluntarily, by companies, of social and environmental concerns, beyond the classic concerns of an eco-
nomic nature. It is also important to highlight the need to meet the needs of the so-called stakeholders 
(EC, 2001, 2011), given that stakeholders play a fundamental role, motivating companies to carry out 
socially responsible practices. By carrying out the integration of social, economic, ethical, environmental 
and human rights issues, the maximization of the creation of shared value for owners/shareholders, as 
well as for other stakeholders and society as a whole is pursued.

Under these initial premises, abundant literature has come to support the exercise of CSR in orga-
nizations as a whole. Although the strategy was initially worked on in large companies, subsequently, 
SMEs have also begun to carry out practices of this nature (Gallardo-Vázquez, Sánchez-Hernández & 
Corchuelo, 2013; Sánchez & Gallardo, 2012).

Our perspective is based on the need to combine both strategies, linking the entrepreneurial attitude 
with the socially responsible aptitude that every entrepreneur must adopt, under the idea that today any 
new business that is established must be socially responsible, and in turn, that in a socially responsible 
society, entrepreneurship should be encouraged and promoted, as a more responsible action for the com-
munity. When analyzing the existing literature, we have observed that there are very few jobs that link 
entrepreneurship with social responsibility. In addition, this linkage is very partial. We do not observe 
that the entrepreneurial activity is carried out in a socially responsible context, in which a CSR action 
implementation policy has been established. On the other hand, the mentions that the entrepreneur 
makes towards CSR are quite collateral, focusing only on partial aspects, such as the environment, social 
entrepreneurship or innovation. In addition, many of them present the objective of creating a theoreti-
cal framework, which demonstrates the lack of practical reality of the link that gives rise to the socially 
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responsible entrepreneur. Given the existence of this research gap, we are sure that are combining two 
major lines of research that are receiving great attention in recent years, which gives great potential to 
this work approach that had not been completely addressed before.

To cover this gap in the literature and in response to the great relevance of the topic, the objective of 
this research is to: a) systematize existing studies in socially responsible entrepreneurship; b) analyze 
theoretically the characteristic factors of an entrepreneur that determine a responsible attitude; and c) 
develop a future path of research that allows to guide a line of research of its own.

The first objective of this work is oriented to achieve a confluence of ideas that link the attributes 
of an entrepreneur with the need to carry out a socially responsible strategy today in business. To do 
this, a bibliometric study was undertaken by means of a structured and systematized search of the Web 
of Science, Scopus and Elsevier databases, as well as Google Scholar during the 2005-2017 period, 
limiting the search to articles published in journals. 52 works were located, which were published in 
35 journals. The second objective of the research has been theoretically addressed and has allowed us 
to identify a set of attributes common to an entrepreneur in a context of social responsibility, which 
allows us to qualify him as a “socially responsible entrepreneur”. With respect to the third objective 
set, we observe that some lines of work are still open as a result of some identified gaps and open work 
opportunities for future research.

The work presents the following structure. After the introduction, the review of the literature and 
conceptualization, both of entrepreneurship and of Corporate Social Responsibility, is carried out. In 
section three, the factors that delimitate the capacity of the socially responsible entrepreneur are ad-
dressed. Next, in the fourth section, the methodological procedure followed is indicated, giving way to 
the results of the analysis in section five, to finally present the future research directions in section six 
and conclusions in section seven.

REVIEW OF LITERATURE AND CONCEPTUALIZATION

Entrepreneurship

Entrepreneurship is a line of growing interest in literature (Barucic & Umihanic, 2016). At the same 
time, it is a valuable source of performance for communities. In this sense, Kirchhoff (1991) and Au-
dretsch (2009) pointed out that it is an important mechanism that generates economic growth. On the 
other hand, we know that starting any activity is not an easy task, although this has numerous positive 
consequences, such as: i) the potential to contribute to economic development (Audretsch, 2009; Kirch-
hoff, 1991; Mani, 2015), ii) the possibility of improving the business, iii) improvements in employment 
and iv) the scope of certain competitiveness.

Welter (2011) analyzed the role of various types of contexts in determining when, how and why 
entrepreneurship is carried out and who is involved in an activity of this nature. Other authors conclude 
that gender and culture are variables that determine the intentions to undertake (Shinnar, Giacomin & 
Janssen, 2012).

Several studies on entrepreneurial social networks show their role in the mobilization of resources. 
Birley and Cromie (1988) consider that the theory of the social network is based on two principles: 1) 
The entrepreneurial process implies a set of scarce resources of the environment; 2) Resources are often 
obtained through the personal network of entrepreneurs. Some studies even show the importance of the 
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cognitive capacities and the strategy capacity of the entrepreneurs and their management teams for the 
forecast of alternative configurations of internal and external resources that allow companies to continue 
creating and exploring opportunities (Pandza & Thorpe, 2009).

Corporate Social Responsibility

Bolton, Chung-hee Kim and O’Gorman (2011) say that CSR is a dynamic and developing process that 
falls on the involvement of the stakeholders that it places at the center of the organizational process. 
Freeman (1984) defined the stakeholders as any group or individual that can affect or is affected by the 
achievement of the objectives of an organization. However, after numerous contributions in this line, it 
has been said that the company is composed of a complex network of stakeholders and each has a mis-
sion to play to ensure the legitimacy of the organization (Porter & Kramer, 2002, 2006).

Carroll (1979) suggested that CSR comprises the economic, legal, ethical and philanthropic expecta-
tions that society has of organizations. Later, Carroll and Bucholtz (2003) pointed out that businesses 
have to generate a benefit, obey the law, be ethical and be good members of citizenship. In this sense, 
Barnett (2007, p. 801) defined CSR as the “discretionary allocation of corporate resources towards the 
improvement of social welfare that serves as a means to strengthen relations with stakeholders”.

The importance of CSR in improving the competitiveness of the organization through the reduction 
of costs is well known (Jenkins, 2006), creating new value by entering new markets (Porter & Kramer, 
2006) and attracting new talent (Montgomery & Ramus, 2011), building better relationships with em-
ployees, customers, suppliers and communities (Sen & Bhattacharya, 2001). At the same time, CSR can 
improve financial and social performance (McWilliams & Siegel 2000, 2001; Siegel & Vitaliano 2007).

FACTORS THAT DELIMITATE THE CAPACITY OF THE 
SOCIALLY RESPONSIBLE ENTREPRENEUR

In relation to the factors that delimit an entrepreneur and his ability to carry out the action of creating 
a new activity, we will highlight some related to the period before the start of the business (passion, 
environmental dynamism, uncertainty and competitiveness), others related to the initial state of the ac-
tivity (role of innovation, creativity, differentiation, self-sufficiency, personal initiative, assumption of 
risks, proactivity, autonomy, aggressive competitiveness), others related to the state of development of 
the activities (position in the market, competitiveness, relationship with stakeholders, relationship with 
competitors), we will refer to them below.

Barucic and Umihanic (2016), Cardon, Zietsma, Saparito, Matherne, and Davis (2005) point out passion 
as an important factor found in the heart of the entrepreneur. It is an important issue that entrepreneurs 
should keep in mind. In a context where uncertainty, the desire to launch new products and services is 
evident, organizations have to work with limited resources, and the personal aspect is necessary to face 
these challenges. On the other hand, passion can encourage motivation, improve mental activity and 
give meaning to everyday work (Barucic & Umihanic, 2016; Cardon et al., 2013).

The factors external to the company, such as environmental dynamism, uncertainty and competitiveness 
(Bhardwaj, Camillus & Hounshell, 2006; Kuratko, Ireland & Hornsby, 2001) influence entrepreneurial 
action. Hansen, Deitz, Tokman, Marino, and Weaver (2011) and Lumpkin and Dess (1996a) state that 
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risk behaviors derive from the willingness and predisposition to invest in projects that have uncertain 
results or unusually high profits and losses.

The Report in the Global Education Initiative of the World Economic Forum (2009) points to the 
strong evidence that entrepreneurship can boost economic growth. For this, the role of innovation must 
be taken into account, so that entrepreneurship and innovation must go hand in hand in any new busi-
ness strategy, which can provide excellent results in the development of regions and countries (Sine & 
Lee, 2009). Innovation leads to different values, such as creativity and differentiation in order to be a 
pioneer in the context. In this sense, Fernández and Sánchez (2014), based on the GEM Spain Report, 
make reference to the stimulation of creativity, self-sufficiency and personal initiative.

Along with innovation, the willingness to take risks is another dimension associated with entrepre-
neurial orientation (Blesa, Ripollés & Monferrer, 2009). As other authors have expressed (Lumpkin & 
Dess, 1996b), taking risks in business decision-making is inevitable in innovative and proactive behaviors.

In this issue of entrepreneurship and business creation so important is the initiative taken by people 
or their proactivity as the support received to carry out the business project. Thus, the existence of local 
or regional organizations that support and encourage entrepreneurs is completely necessary for a good 
definition of the company. There is abundant literature that indicates that the promotion of entrepreneur-
ship is a central issue in the economic strategies of governments around the world (Arshed, Carter & 
Mason, 2014).

On the other hand, we must also highlight the role that autonomy plays in the development of the 
activity. Based on some authors (Arzubiaga, Iturralde & Maseda, 2012), autonomy is understood as an 
independent action of an individual or a team to launch an idea and develop it. They point out that it is 
the ability and desire to freely decide for themselves the search for market opportunities. Other authors 
observe the importance of autonomy both in the internal and external dimension (Nordqvist, Habbershon 
& Melin, 2008) and other types of companies (Martin & Lumpkin, 2003; Short, Broberg, Cogliser & 
Brigham, 2009; Zellweger & Sieger, 2012).

We must also consider the tendency of all companies to directly and intensely challenge their competi-
tors to overcome their rivals in the sector, what the literature calls aggressive competitiveness (Arzubiaga 
et al., 2012; Lumpkin & Dess, 1996a). Dimitratos, Plakoyiannaki, Pitsoulaki, and Tüselmann (2010) 
refer to the reasons for discrepancies between companies. Some companies may compete in different 
market niches or segments, depending on the size of the company. This can determine a reactive posture 
and this leads to a competitive aggressiveness.

According to Porter (2006), and in relation to the position in the market, companies must be flex-
ible to respond quickly to market changes. They must benchmark continuously to achieve best practices 
and obtain efficiency. Positioning is rejected as too static for the current dynamic markets. Rivals can 
quickly copy and position themselves in the market, and the competitive advantage is, at best, temporary.

In relation to competitiveness, the need to be competitive is a general topic over the years. Companies 
have to obtain competitive advantages in order to differentiate themselves in the market. Hult, Snow 
and Kandemir (2003) examine the role of entrepreneurship in building a culture of competitiveness in 
organizations. It is defined as the degree to which organizations are predisposed to detect and cover gaps 
between what the market wants and what is generally offered.

With regard to the relationship with stakeholders, Voss, Voss and Moorman (2005) seek to integrate 
the theory of stakeholders into entrepreneurial guidance literature to explore the relationships between 
different entrepreneurial behaviors and the support of stakeholders with divergent interests. In this sense, 
Kuratko, Hornsby and Goldsby (2007) point out that relations between stakeholders affect the entrepre-
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neurial intensity within organizations. In this way, the latter authors use the framework of stakeholder 
theory as a guide to explore the relationship between the relevance of the stakeholders, the organizational 
position and the entrepreneurial intensity.

When talking about the relationship with competitors, the literature says that competitive intensity is 
often associated with relative parity between companies competing in an industry (Porter, 1980). Compa-
nies must create and exploit some basis for the search for competitive advantage. That is, companies must 
pursue technological innovation, product, market, strategy or innovation of the business model, taking 
advantage of opportunities to compete on different and valuable bases (Ireland, Covin & Kuratko, 2009).

So far we have talked about the delimiting factors of the traditional entrepreneur, predominantly 
focused on profit.

Reinforcing the idea that entrepreneurial factors are formulated by identifying opportunities and 
exploiting those opportunities, the entrepreneur needs financial resources and human resources, to 
generate value in a corporate / business environment. In the company, the entrepreneur must assume 
the entrepreneurial vision, seeking new ways to sell a product or service, as well as solutions to the 
problems that arise, observing the need of the client and the growth of his brand. But the enterprising 
entrepreneur, to ensure the sustainability of this value creation, must focus not only on the benefits, but 
also on the expansion of the sustainability of his company, on the development of social capital and on 
actions that promote activities that prioritize the strengthening of the community, enabling social and 
human growth and environmental preservation.

Thus, sustainable entrepreneurship emerges from studies related to entrepreneurship and at the same 
time implying economic, social and environmental principles (Shepherd & Patzelt, 2011). O’Neill, 
Hershauer and Golden (2009) and Schlange (2009) also understood sustainable entrepreneurship as one 
that concomitantly integrates the economic, social and environmental aspects of their strategies. These 
authors considered in their studies the acumen of the stakeholders, considering the creation of values 
between the companies and the interested parties, involved and affected by their businesses (Hörisch, 
Freeman & Schaltegger, 2014).

The entrepreneurs that participate in the entrepreneurial activity, which respects these three dimen-
sions, have their performance highly addressed by characteristic values of sustainability. These values 
must be created and shared based on the interrelation between the company and its stakeholders (Parmar 
et al., 2010; Starik & Kanashiro, 2013).

Schlange (2009) points out that this relationship and respect for stakeholders in an entrepreneurial 
perspective implies the intentional establishment of their network of social relationships. Thus, the 
stakeholders involved must be focused on that specific context, since generating social, environmental 
and economic value for that group is one of the factors that will contribute to the consolidation of the 
company (Freeman et al., 2010).

To conclude, Parmar et al. (2010) recall that companies that start in a socially responsible entre-
preneurial activity seek to disseminate sustainable values from the interaction between their various 
stakeholders, as they allow the confluence and the creation of mutual values guided by principles of 
sustainability. Hörisch et al. (2014) point out that these companies focus on their relationships in the 
mutual interests for the rooting and propagation of sustainable values along the chain of their stakehold-
ers to other interested parties.

Therefore, as a summary, in terms of values that an entrepreneur qualified as socially responsible 
should have, we must emphasize passion, environmental dynamism, uncertainty, competitiveness, in-
novation, creativity and differentiation, self-sufficiency and personal initiative, will take risks, proac-
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tivity, autonomy, position in the market, relationship with stakeholders, relationship with competitors, 
entrepreneurship, involvement of economic, social and environmental principles and network of social 
relationships.

Now, we are going to show the importance of the attributes. According to Figure 1, the most promi-
nent are the relationship, social and environmental aspects, followed by the others.

METHODOLOGICAL PROCEDURE

The procedure followed in this paper has been similar to that carried out by De Oliveira, Santos, Becker, 
and Hansen (2016), who relied on other bibliometric studies, such as those of Crossan and Apaydin 
(2010), Kurtz, Santos, and Steil (2013) and Santos, Maldonado, and Santos (2011). In this sense, two 
stages are distinguished: a) systematic search and b) systematic analysis of the literature.

Figure 1. Theoretically defined attributes for the socially responsible entrepreneur
Source: Authors
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Stage 1: Systematic Search

First, several databases of the University of Extremadura, such as Web of Science, Scopus, Elsevier, as 
well as Google Scholar, have been considered as sources of information to constitute the starting point of 
this work. For the selection of works, “Social Responsibility”, “Sustainability” and “Entrepreneurship” 
have been used as key words, as fundamental terms of our search, both in title, abstract and key words of 
the paper. The language in which the search was carried out was English. Regarding the chronological 
period, given that we are facing very new issues, we chose to cover the period 2005-2017, considering 
that a period of 13 years would yield a lot of information on socially responsible entrepreneurship. On 
the other hand, regarding the type of document to study, the study has been limited exclusively to articles 
in journals considering that they are works that enjoy a certain level of diffusion, not including other 
sources such as communications to congresses and books. It has also been restricted to the Business and 
Management categories. In this way, 52 works were located.

Stage 2: Systematic Analysis

Once the different searches were refined, those works that were duplicated in several databases were 
eliminated, proceeding to the construction of our own database, which included all the works that, from 
our point of view, included the parameters of interest. In this database, the following variables were 
included: a) Author / s: name and surname; b) Complete title of the article; c) Year of publication; d) 
Name of the journal; e) Keywords; f) Paper objective; g) Sample; h) Methodology used; i) Most relevant 
results. On this structure, the particular database was made in order to be analyzed with the use of some 
statistical program and to make a more exhaustive treatment of the bibliographic references. This phase 
has been carried out completely manually by the authors.

We analyzed the keywords of the 52 articles found in order to see if there were similarities in them. 
Likewise, the objectives of the papers were analyzed, observing if in them the confluence between the 
corporate social responsibility and the entrepreneurship that the authors pretend to find was observed.

Once we have obtained the references of the 52 articles, we proceeded to read the abstracts of all 
of them in order to analyze if the content really fit the search we were doing. After this global reading 
of all the abstracts, 3 were discarded since they did not observe joint references to the subjects under 
study, entrepreneurship and social responsibility, so they were discarded, with which our final sample 
was made up of 49 papers complete.

On the other hand, we proceeded to locate the complete texts of the articles, having obtained a total 
of 38 papers. This number of articles are those that have been finally read in depth to be able to make 
the corresponding content analysis. Nevertheless, we will observe that when evaluating the objectives 
of the papers, only 17 clearly show a defined link between CSR and entrepreneurship.

These steps are represented in Figure 2.

ANALYSIS RESULTS

As we have mentioned, 52 papers have been finally worked on in the study of abstracts and 49 for the 
analysis of full-text works. These papers have been published in 35 different journals, corresponding 
authorship to 118 authors, from 27 different countries and 89 academic institutions. Further analysis 
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will be observed below (Table 1). More information about the complete selection could be observed in 
Appendix 1.

Number of Publications Per Year

First place, the number of publications per year has been analyzed, in order to observe the interest that the 
issue has caused in the time horizon proposed. In Figure 3 we see how the number of papers published 
in the period 2005-2017 under study has evolved in a somewhat surprising way. Our idea was to obtain 
an ascending number in the number of publications, however, periods of increases and decreases are 
observed. Between 2005 and 2006 there is scarcely a published paper; the situation increases to 3 jobs in 
2007, although it drops sharply to 1 in 2009; again, and very suddenly, the published papers increase to 
9 in 2010; they fall again to 4 in 2011 and to 1 in 2012; a slight increase to 2 papers in 2013, an increase 

Figure 2. Flow diagram for socially responsible entrepreneur database sourcing and screening
Source: Authors

Table 1. General Results of publications

Bibliographic Data Quantity

Papers 52

Journals 35

Authors 118

Institutions (affiliation of the author)* 89

Countries 27

* It has not been possible to locate the affiliation of an author of a paper
Source: Authors
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to 7 papers in 2014, again a decrease to 5 papers in 2015 and a new increase to 7 and 9 papers in 2016 
and 2017 respectively. As it is observed, the period of study is marked by constant ups and downs in the 
number of publications, not being able to affirm the existence of a constant in the publication of papers 
in this so new line of research.

Aims of the Papers

When evaluating the objectives of the papers, those that clearly show a defined link between CSR and 
entrepreneurship have been extracted. From the 52 works initially analyzed, only 17 consider that they 
show this connection (Table 2). As we can see in this Table 2, the objectives of the works are very diverse. 
Some of them are oriented to the creation of a framework to evaluate entrepreneurship (Arogyaswamy, 
2017; Hockerts & Wüstenhagen, 2010; Schaltegger, Lüdeke-Freund & Hansen, 2016; Schaltegger & 
Wagner, 2011); others are oriented to expose general aspects of entrepreneurship (Baka Banki & Nizam 
Isamil, 2015; Kuckertz & Wagner, 2010; Morrish, Miles & Polonsky, 2011; Pérez-Pérez & Avilés-
Hernández, 2016; Ratten, 2010; Schimmenti, Migliore, Di Franco & Borsellino, 2016); the others focus 
on very varied topics, such as the incidence of contextual factors of the original countries (Azmat, 2010); 
CSR implementation (Baron, 2007); the ability of entrepreneur in the acquisition of resources (Calic & 
Mosakowski, 2016); the orientation to the resolution of environmental problems (Dean & McMullen, 
2007); the entrepreneurship and its incidence in decision making (Divito & Bohnsack, 2017); the view 
of the entrepreneurship as a socioeconomic transformation process (Schaefer, Corner & Kearins, 2015); 
and finally, the link between sustainability and innovation (Foley & Wiek, 2014).

We can affirm that this line of research, which links entrepreneurship with CSR, does not present a 
defined approach at this time of study. The authors rely on both strategies to set very different objectives, 
so we understand that it suffers from a much more concrete and direct approach.

Presence of the Objective “Responsible Entrepreneurship” or 
“Sustainable Entrepreneurship” in the Papers Consulted

At this moment we have carried out the analysis based on the complete papers available to us, a total 
of 38. In them, we have been locating the presence of the terms object of the investigation, in order 

Figure 3. Number of publications per year
Source: Authors
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Table 2. Objectives of the analyzed works that link CSR with entrepreneurship

Authors Target Orientation Objectives

Arogyaswamy (2017) Creation of a 
framework

* To create a framework to evaluate the performance of social entrepreneurship, built 
on the type of metrics used by companies

Azmat (2010) Incidence of 
contextual factors

* To explore whether the perceptions of social responsibility of immigrant 
entrepreneurs from less developed countries are influenced by the contextual factors 
of their original countries

Baka Banki & Nizam 
Isamil (2015)

General aspects in 
Nigeria

* To contribute to the understanding of small family-owned tourism businesses in 
Obudu Mountain, a resort destination in Nigeria

Baron (2007) CSR 
implementation

* To analyze that a social entrepreneur carries out CSR actions beyond profit 
maximization

Calic & Mosakowski 
(2016)

Acquisition of 
resources

* To analyze how the orientation toward sustainability affects the ability of the 
entrepreneur to acquire financial resources through crowdfunding

Dean & McMullen 
(2007)

Resolution of 
environmental 

problems

* To observe how entrepreneurship can help solve the environmental problems of 
global socio-economic systems

Divito & Bohnsack 
(2017)

Incidence in 
decision making

* To examine the entrepreneurial and sustainable orientation, a persistent and 
conflicting duality of sustainable entrepreneurs and their evaluation of the priorities 
in sustainability decision making

Foley & Wiek (2014)
Linking 

sustainability with 
innovation

* To observe how current models of innovation could work in the future and how 
they could mitigate changes in sustainability and improve the quality of life

Hockerts & 
Wüstenhagen (2010)

Creation of a 
framework

* To propose a model on how headlines and new entrepreneurs are involved in 
sustainable entrepreneurship

Kuckertz & Wagner 
(2010) General aspects * To question whether individuals who care about sustainability issues show more 

entrepreneurial intentions

Morrish et al. (2011) General aspects in 
New Zealand

* To examine sustainability as an emerging stimulus for corporate entrepreneurship 
in listed companies in New Zealand, using a process focused on sustainable corporate 
entrepreneurship

Pérez-Pérez & Avilés-
Hernández (2016) General aspects

* To know the aspects that determine the entrepreneurship of women and identify the 
factors that determine or hinder the creation and development of the businesses that 
they launch

Ratten (2010) General aspects in 
the sporting context

* This work is oriented to the management of sport as a new field of business 
management with an accessible audience towards social responsibility. Sports 
management offers rationality to promote social responsibility and philanthropy 
for organizations and business leaders who have an opportunity to model socially 
responsible practices in the sporting context

Schaefer et al. (2015)
Socioeconomic 
transformation 

process

* To propose entrepreneurship as a process of socioeconomic transformation that 
could move humanity towards the flowering of sustainability, offering an ideal vision 
of sustainability where life flourishes indefinitely on earth

Schaltegger et al. (2016) Creation of a 
framework

* A theoretical framework was developed to analyze the development of 
coevolutionary business models for the pioneers of sustainable niches and 
conventional actors that aim at the sustainable transformation of the markets

Schaltegger & Wagner 
(2011)

Creation of a 
framework

* To propose a framework to position the sustainable entrepreneur in relation to 
sustainable innovation

Schimmenti et al. (2016) General aspects in 
wine industry

* To illustrate the adaptation of the wine industry to the new scenario of sustainable 
entrepreneurship

Source: Authors
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to observe in how many papers, it is clearly revealed. The analysis has allowed us to locate a series of 
definitions and key aspects that characterize the terms under study (Table 3). Table 3 collects a sample 
of the definitions and key aspects extracted from the 8 papers that the authors have considered most 
relevant for expressing more clearly the pursued relationship, because they most clearly shown the link 
between responsible and sustainable entrepreneurship.

As we can see, some contributions indicate the maintenance of nature and vital systems in general as 
an objective of sustainable entrepreneurship (Calic & Mosakowski, 2016). Previously, Cohen & Winn 
(2007) and Dean & McMullen (2007) had pointed out the capacity of sustainable entrepreneurship to 
reduce degradation and improve ecosystems. Similarly, in the economic field, Hockerts & Wüstenhagen 
(2010) point to sustainable entrepreneurship as the exploitation of economic opportunities in search of a 
social and environmental transformation. The same potential of sustainable entrepreneurship for society 
and the environment is highlighted by Kuckertz & Wagner (2010). It is also important to consider the 
generation of greater value and lower costs, ideas presented by Morrish et al. (2011), considering that 
greater value can be obtained by being a responsible company. Schaltegger & Wagner (2011) link entre-
preneurship with the scope of sustainable development, also highlighting the importance of innovation 
for sustainability. Finally, it is important to consider the adaptation of business models to the community 
in which they are developed instead of imposing entrepreneurial models that can generate changes in 
conditions within a community (Swanson & Devereaux, 2017).

Main Results and Conclusions About Responsible 
or Sustainable Entrepreneurship

Next, we have analyzed the same 8 papers that have most clearly shown their orientation towards re-
sponsible or sustainable entrepreneurship, obtaining the details on the type of study, context, results and 
conclusions derived from table 4. We observe that most of the papers offer theoretical perspectives (5 
papers), compared to 2 quantitative empirical papers and one exploratory and qualitative one. In rela-
tion to the context in which these investigations are proposed, we can highlight the papers that analyze 
a review of the literature (6 papers), together with another that analyzes a significant number of projects 
and another that focuses on offering the perspective of engineering students.

Among the main results and conclusions, the idea of   the effect on the creativity of the project derived 
from the entrepreneurial orientation stands out (Calic & Mosakowski, 2016). Within the theoretical 
perspectives, it concludes with a definition of this emerging field (Cohen & Winn, 2007); in another 
case the barriers to entrepreneurship are concluded (Dean & McMullen, 2007); the definition of a con-
ceptual model is also obtained (Hockerts & Wüstenhagen, 2010); Schaltegger & Wagner (2011) design 
a sustainable entrepreneurship framework analyzing their link with sustainable innovation; Swanson & 
Devereaux (2017) conclude with a framework in sustainable entrepreneurship within the framework of 
culture; on the other hand, another paper concludes with the evaluation for the creation of value for the 
consumer as well as the reduction of the environmental impact (Morrish et al., 2011); finally, Kuckertz 
& Wagner (2010) conclude that the orientation towards sustainability does influence the business inten-
tion, but not in a similar way for all individuals.
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Main Gaps and Opportunities for Future Research in 
Responsible or Sustainable Entrepreneurship

The search for gaps and opportunities for future research has focused on the 8 papers that have most 
clearly manifested their orientation towards responsible entrepreneurship, but among them we have 
collected those 6 papers that express clear lines of research in the link between the subjects of study. In 
this sense, the following contributions have been obtained (table 5).

As we can see, the link between sustainable entrepreneurship and ideology and capital markets stands 
out (Calic & Mosakowski, 2016); in another case it is considered to adopt the investor’s perspective 
trying to achieve economic, social and environmental performance (Hockerts & Wüstenhagen, 2010); 
Kuckertz & Wagner (2010) consider the inclusion of environmental factors; in addition, the consider-
ation of intercultural implications (Morrish et al., 2011); it is also noteworthy to consider the situation 
variables, external influence factors or characteristics of the business objectives (Schaltegger & Wagner, 
2011); and finally, culture, society, must be considered as variables in decision making (Swanson & 
Devereaux, 2017).

Table 3. Objective of responsible or sustainable entrepreneurship

Definitions and Key Aspects in Responsible or Sustainable Entrepreneurship Authors (Year)

The objective of sustainable entrepreneurship is to maintain the nature, the life support systems (i.e., 
environmental) 
and the community (that is, social)

Calic & Mosakowski 
(2016)

Sustainable entrepreneurship has the potential to slow down degradation and even gradually improve the 
ecosystems of the earth. Sustainable business initiative is defined as the examination of how opportunities 
to create future goods and services are discovered and exploited, by whom and with what economic, 
psychological, social and environmental aspects

Cohen & Winn (2007)

They argue that the growing desire of many people in the market for the cessation of environmentally 
degrading activities, combined with the willingness to pay for the reduction of these activities, represents 
an opportunity for entrepreneurial action that can lead to an improvement in the ecological sustainability

Dean & McMullen (2007)

Sustainable entrepreneurship is defined as the discovery and exploitation of economic opportunities 
through the generation of market imbalances that initiate the transformation of a sector towards an 
environmentally and socially more sustainable state

Hockerts & Wüstenhagen 
(2010)

Sustainable entrepreneurship is clearly associated with the promise of more traditional concepts of 
entrepreneurship, but also provides additional potential for society and the environment Kuckertz & Wagner (2010)

Sustainable entrepreneurship should result in greater value, as well as lower costs. The fact that this does 
not happen in a general way may mean that companies do not link costs to sustainability. The integration of 
price problems with sustainability is essential, as consumers must perceive a growing value through being 
more responsible

Morrish et al. (2011)

The notion of sustainable entrepreneurship has been raised more recently to address the contribution of 
business activities to sustainable development more fully. Such an ambitious approach to entrepreneurship 
that seeks not only to contribute to the sustainable development of the organization itself, but also to create 
a growing contribution of the organization for the sustainable development of the market and society in 
general, requires substantial innovations of sustainability

Schaltegger & Wagner 
(2011)

Sustainable entrepreneurship fosters the adaptation of business models that sustain and enhance the values 
and traditions of a community for their benefit, instead of imposing entrepreneurial models that change the 
conditions within a community

Swanson & Devereaux 
(2017)

Source: Authors
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Importance of the Keywords Considered in the Study

Once a comprehensive analysis of the literature on socially responsible entrepreneurship is carried out, 
we want to know the importance of the keywords considered in the paper. According to Figure 4, the 
most prominent is Entrepreneurship, followed by innovation and competitiveness. Later, we can observe 
Corporate Social Responsibility, sustainable entrepreneurship and uncertainty with the same degree of 
importance. Finally, the least important term is innovation.

Table 4. Results and conclusions of the analyzed papers

Authors (Year) Type of Study Context Main Results and Conclusions

Calic & Mosakowski (2016) Empirical (quantitative) 707 proyects

A sustainable social orientation has positive effects on the creativity of 
the project. The ability of entrepreneurs to acquire resources influences 
the success of commercial and social enterprises. When a project adopts a 
social orientation, it is more likely to be creative, and the funders seem to 
support both the social orientation and the creativity of a project

Cohen & Winn (2007) Theoretical Review of the literature

Sustainable entrepreneurship is a very recent phenomenon, both in practice 
and as a subject of academic research, and this work offers a theoretical 
definition for this emerging field. In this sense, the authors define 
sustainable entrepreneurship as the examination of “how opportunities to 
bring into existence “future” goods and services are discovered, created, and 
exploited, by whom, and with what economic, psychological, social, and 
environmental consequences” (2007, p. 35).

Dean & McMullen (2007) Theoretical Review of the literature

The analysis of the various categories of market failures suggests that 
barriers to be overcome include the lack of sufficient property rights 
regimes, the existence of prohibitive transaction costs, government support 
for monopolies and imperfect information. Environmental entrepreneurs 
who establish more effective property rights regimes for environmental 
resources can benefit from the transformation of a public good into a private 
one or from the elimination of externalities

Hockerts & Wüstenhagen (2010) Theoretical Review of the literature

This paper has defined a conceptual model around sustainable 
entrepreneurship. Its objective has been to advance the academic discussion 
on sustainable entrepreneurship by (i) highlighting the differential roles of 
“Davids” and “Goliaths” in the sustainable transformation of industries, 
(ii) discussing the specific opportunities and challenges of “emerging 
Davids” and “Greening Goliaths” as paths to sustainable development, and 
(iii) explore the interaction of entrepreneurial initiatives in small and large 
companies to achieve this development

Kuckertz & Wagner (2010) Empirical (quantitative)
357 students and 

graduates of science and 
engineering of Munich

Engineering students with a stronger sustainability orientation are more 
likely to be self-employed. However, this effect disappears completely when 
inspecting the business student and the graduates. That is, the orientation 
towards sustainability does influence the business intention, but not in a 
similar way for all individuals

Morrish et al. (2011) Exploratory theorist Review of the literature 
and cases

Companies are reevaluating how they create value for the consumer and 
redesign products to maintain or increase it while reducing its environmental 
impact. Business activities associated with creating a more sustainable value 
to the consumer appear to be emerging, although 43.6% of the companies 
did not participate in sustainability initiatives based on products

Schaltegger & Wagner (2011) Theoretical Review of the literature

This work designs a framework of sustainable entrepreneurship and explores 
its links with sustainable innovation. The commercial implications of the 
analysis relate especially to important conditions that social and institutional 
entrepreneurs and other start-up companies and incumbents must take into 
account when deciding on sustainability innovation

Swanson & Devereaux (2017) Theoretical Review of the literature

The paper presents a framework in sustainable entrepreneurship within 
the framework of culture. The authors point out that while conventional 
entrepreneurial practices privilege characteristics such as profit and 
innovation, culturally sustainable entrepreneurship seeks that living cultures 
begin with their values, traditions and beliefs.

Source: Authors
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FUTURE RESEARCH DIRECTIONS

Entrepreneurship and corporate social responsibility (sustainable entrepreneurship) are issues that are 
increasingly taking a heavy weight and that open the door to future lines in different fields of scientific 
research. In our case, qualitative research through bibliometric studies is increasingly gaining strength 
because this type of research demonstrates the importance, impact and relevance of a particular topic 
(Patra, Bhattacharya & Verma, 2006). In addition, these studies are the preamble to the development of 
empirical studies with greater sustenance (Hassan, Haddawy & Zhu, 2014). More exactly, we suggest 
to develop a questionnaire, deliver it to a sample of entrepreneurs, and apply an exploratory and confir-
matory factor analysis in order to empirically extract the factors that gather common characteristics and 
define the groups of attributes for entrepreneurs.

However, sustainable entrepreneurship or sustainopreneurship is a new field of entrepreneurship. Few 
researchers have studied this subject and consequently there is a need of research in order to provide 
conceptual basis for stimulating academics thought and improving the understanding of sustainable 
entrepreneurship as an important field of research. It is also important to considerer in future research 
motivations for innovation and sustainable entrepreneurship model considering a proper adjustment to 
the corporate environment. Future research on the perception and measure of social and environmental 
impact differences would be interesting, establishing correlations with economic impacts.

Table 5. Future research

Authors (Year) Main Gaps and Opportunities for Future Research

Calic & Mosakowski (2016)

In general, the questions that lie at the intersection of sustainable entrepreneurship, ideology, and 
capital markets can provide research opportunities for a wide range of scholars. Not only these 
questions are relevant to students of entrepreneurship, social enterprise and crowdfunding, but they 
can shed more light on the role of emotion versus information in financial decisions, the influence 
of ideology on creativity, and the changing nature of business and entrepreneurship in democratized 
financial markets

Hockerts & Wüstenhagen 
(2010)

Future research could take the investor’s perspective and request the optimal portfolio allocation 
between Davids and Goliaths to simultaneously achieve high economic, social and environmental 
performance. Finally, a fundamental research question is whether there really are successful examples 
of the sustainable transformation of industries

Kuckertz & Wagner (2010) Including environmental factors or different educational stimuli in the design of the research would be 
an interesting way for future research

Morrish et al. (2011) There are opportunities for additional research on the background and results of the stimulus to 
corporate entrepreneurship, intercultural implications and unique industry studies

Schaltegger & Wagner (2011)

A future stream of research may be related to the question of shaping different entrepreneurial modes 
or approaches depending on the situation variables, external factors of influence or characteristics of 
the business objectives. Future research should also inform us more about the transformation process 
from traditional social entrepreneurship, ecological entrepreneurship and possibly also sustainable 
innovation in a niche towards sustainable entrepreneurship

Swanson & Devereaux (2017)

Mainly in future research efforts are to operationalize the framework. This can be formed by new field 
studies in a variety of living culture, environments where the knowledge base and the value systems of 
society are used as the main variables in decision-making, as business tourism activities are considered. 
Fundamental to the concept of culturally sustainable entrepreneurship is to determine how living 
cultures can achieve an equitable balance between the dimensions of social / cultural, environmental, 
and economic sustainability. Future directions of research should focus on ways to achieve this balance 
in scholarships and practice

Source: Authors
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Therefore, it is advisable to continue with the analysis of sustainable entrepreneurship (theoretical-
empirical) from different directions both in the individual field and in the business, such as: Entrepre-
neurship in the university, social entrepreneurship, innovative entrepreneurship, intrapreneurship and the 
immigrant entrepreneurship. With this, business practices can be improved, generate new implications 
and strengthen public policies for different regions of the world.

CONCLUSION

The work has developed a very current line of research, as evidenced by some of the results obtained. 
We already indicated from the beginning that it was the conjunction of two lines of research sufficiently 
developed, entrepreneurship and corporate social responsibility or sustainability. Our interest was in ob-
serving whether the literature showed indications of the need to undertake under a socially responsible 
perspective.

First, entering into the empirical analysis, the results of the works found in the time horizon analyzed, 
2005-2017 (13 years), show that this is a very incipient line of research; 52 works have been located; 
very dispersed, published in 35 journals, which indicates that there is no usual line of publication of 
these works that has defined some specific journals in the field.

The journals that host the largest number of articles are Journal of Business Venturing with 9 pub-
lished works; Business Horizons with 4 published works; Technological Forecasting & Social Change 
with 3 published works; Futures, Journal of Business Research, Research Policy and Organization & 
Environment with 2 papers published each; the others contain only one published work. Of these works 
initially located, only 38 have been the final object of study to be those that have been found in full text.

When analyzing the keywords of all the articles, out of a total of 190 located in the works, for the 
key terms of the research, sustainability and entrepreneurship, there are a total of 49 and 54 key words 

Figure 4. Importance of keywords
Source: Authors

 EBSCOhost - printed on 2/8/2023 5:45 PM via . All use subject to https://www.ebsco.com/terms-of-use



44

A Bibliometric Study on Socially Responsible Entrepreneurs
 

respectively, which represents a 25.79% and 28.42% of the total. Regarding the objectives of the works, 
those that clearly show a clear link between CSR and entrepreneurship have been extracted, having risen 
to 17 within the 52 analyzed works.

In the 38 works analyzed, only in 8 of them we have found a clear and direct reference to responsible 
or sustainable entrepreneurship, which has allowed us to extract a definition and identify some key as-
pects. These same 8 studies have allowed us to extract results and conclusions, while at the same time 
we have been able to identify certain gaps and opportunities for future research in some of them. In this 
sense, we can affirm that have achieved the first objective of the chapter, in order to systematize existing 
studies in socially responsible entrepreneurship.

Secondly, we have to say that the theoretical review has provided a series of determining charac-
teristics that every responsible entrepreneur must possess, such as passion, environmental dynamism, 
uncertainty, competitiveness, innovation, creativity and differentiation, self-sufficiency and personal 
initiative, willingness to assume risks, proactivity, autonomy, position in the market, relationship with 
stakeholders, relationship with competitors, entrepreneurship, involvement of economic, social and 
environmental principles and network of social relations. Also, we can affirm that have achieved the 
second objective of the chapter, by analyzing the characteristics factors of an entrepreneur that determine 
a responsible attitude.

As a general conclusion, we must point out that there are few empirical investigations that are being 
carried out so far. We have found most of the theoretical works that have tried to identify or create a 
framework for study and work in the research object. We therefore consider that it is clear that this is a 
very new line of work, without established models on which to build a theory and be able to advance 
in practical empirical models. For this reason, from our point of view, there is a long way to go in this 
investigation because more literature is thus needed from sustainable entrepreneurship. In addition to 
expanding the bibliometric study that is presented, doors are opened to initiate other works, theoretical 
and empirical, in which the lines of entrepreneurship and sustainability converge and allow obtaining 
satisfactory results for today’s society. Consequently, we consider that we have covered the third objec-
tive of the research, developing a future path of research.

With regard to the contributions of the study, this chapter was conceived with the objective of docu-
menting the bibliographic relationship existing in the socially responsible entrepreneur topic. As we have 
observed, it is possible to link sustainability with the initiative of entrepreneurship, providing the state 
of situation at the end of 2017. The literature on social responsibility and entrepreneurship grows with 
this work, but the existence of an emerging field is evident and not yet completely addressed.

Regarding the limitations of the study, we can point out, first of all, those derived from the nature 
of the databases of analyzed articles. We believe that these ones, although they are comprehensive and 
exhaustive, may not represent all existing research on the subject. Secondly, these types of bibliometric 
reviews do not deepen the findings of the studies.
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KEY TERMS AND DEFINITIONS

Entrepreneurial Innovation: Entrepreneurship must be linked to the need to innovate, collaborating 
with partners, improving products, processes, introducing models, always seeking the improvement of 
productivity and the achievement of competitive advantages.

Entrepreneurship: Action to initiate a new activity that demands effort and work and concludes in 
a business result. The entrepreneur must be willing to take risks related to time, money and hard work.

Environmental Dynamism: Characteristic of the entrepreneur by which he must reflect the evolu-
tion on consumers´ preferences and organizational products over time.

Global Entrepreneurship Monitor (GEM) Spain Report: Is the world’s foremost study of entre-
preneurship. GEM is able to provide high quality information, comprehensive reports and interesting 
stories, which greatly enhance the understanding of the entrepreneurial phenomenon.

Relationships With Stakeholders: Linkages with all the interested parties in the organizations, both 
internal and external, partners, workers, customers, suppliers, public administrations, companies, who 
collaborate looking for the joint interest for the organization.

Responsible/Sustainable Entrepreneurship: Type of entrepreneurship that incorporates economic, 
social and environmental characteristics, in such a way that a link between CSR and entrepreneurship 
is achieved.
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ABSTRACT

This chapter is aimed to analyze the relationships between environmental sustainability, urban eco-
systems, and green innovation. The method employed is the critical analytical review of literature and 
further discussion on the issues focusing the city´s experience on managing the formulation, genera-
tion, development, implementation, and evaluation of new behaviors and ideas in green innovation. It is 
concluded that the green innovation is directly related with the environmental sustainability and urban 
ecosystems. The interest of this analysis lies in providing support to urban settlements in managing the 
risks inherent in green area innovation, incremental or radical as a community’s management would 
experience in relation to the environmental sustainability in urban ecosystems.

INTRODUCTION

Cities and urban ecosystems are facing important global challenges at local scale for a sustainable de-
velopment. Academic research on green area innovation is a new shift in the environmental debate in 
public and private city spaces towards social good and environmental value fostered by innovation and 
new technologies (Berger, Cunningham, & Drumwright, 2007).

In the last decades, several contradictions have been generated in terms of urban socio-spatial rela-
tions, and the authoritarian urban space and democratic urban space. The logic of the management of the 
dominant urban space is to create a space that, being public, is authoritatively constructed, that is, it is 
a restrictive and selective public. The urban space itself makes any articulation of the social movement 
difficult. The social movements in Latin America developed a very strong presence during the 1990s in 
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such a way that they forced a reconfiguration of the political spectrum dominated by leftist governments. 
They arise in a context of a democratic opening that takes place after military dictatorships, within a 
tradition that is an oligarchic tradition and of much social inequality.

This social inequality meant that in the beginning any social struggle had to be very organized, it 
had to be very strong, because the social inequality was so great that the oligarchic classes were going 
to defend themselves by all means, they had defended themselves with the dictatorship and they were 
going to defend themselves with democracy. Authoritarian spatial conceptions develop in large part at a 
time when social polarization and social inequality began to endanger governance. Authoritarian urban 
spaces are the dominant urban spaces that try to defend themselves from a popular reaction, private 
urbanizations are exactly a good example, among others.

ENVIRONMENTAL SUSTAINABILITY

The urban economic growth and development perspective considers the city as the location where pro-
duction, distribution, consumption contributing to the process of urban innovation taking place. Sustain-
able urban planning policies must adopt innovative approaches to consider the anticipation of risks and 
rationalization of investments. The process of urban innovation is inherent to the practice of sustainable 
development. Environmental sustainable urban planning and development as a theoretical framework 
supported by transitional theory can be adapted to specific issues of urban land use and infrastructure. 
Environmental sustainability transitions may contribute to improve economic growth and development.

A sustainable city is supported by an urban planning and designing paradigm. Urban design and 
planning supported by local governments are urged to spur technical innovations, innovative practices 
and contribute to develop new business models and marketing strategies aimed to find green resource-
efficient solutions for climate change adaptation and mitigation while restructuring and reinventing 
local economies.

Integrating environmental sustainability issues into green areas innovation strategy and greening 
the innovation process are becoming a strategic opportunity for organizations, communities, local 
governments, neighborhoods (Porter & Reinhardt, 2007). Research and green innovation resources are 
available and accessible in a network, which can be used adaptable to some specific demands, such as 
technologies, tools, data, experimentation and testing facilities, and user groups.

Environmental sustainability is an integral part of green area innovation requiring greater demands of 
ecological performance out of eco-efficient green technologies with reduction and mitigation of green 
negative environmental impacts. An innovation environment creates new business opportunities. Leon 
(2006) identifies the need to transform efficiency and quality of public infrastructures and services and 
the creation of a business environment as the necessary factors for a city to become an innovation hub 
(Komninos & Sefertzi, 2009).

The process of urban planning is aimed to create and develop an inclusive economy centered on in-
novative improvements at local level (Smart city Edinburgh, 2011). The green urban planning has three 
priorities: the economic growth and development, social equity and the environmental sustainability. 
Local governments at the same time that other levels of federal and state authorities and agencies can 
take different approaches based on environmental economics and technologies innovations and political 
commitment to incentive and motivate involvement of actors and stakeholders to find specific innovative 
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solutions to urban planning. Transforming green infrastructure models into action require new approaches 
of innovative planning and policymaking of programs.

The question of urban space is measured exactly with the question of time. Urban public space is the 
space of long times, of coexistence, of trust, which is not created from one day to the next. It is created 
in several years, because urban spaces are often created and then it is said that people do not use it. It 
has to take some time for people to get used to and enjoy other conceptions of urban space. It’s a long 
time, and if politicians ruled for a few years what is a short time that totally plays against any idea of 
urban public space.

The democratization of public spaces for citizens and for citizens includes domestic urban spaces, 
production and consumption spaces, the community, and the world space. Public property is state prop-
erty, especially in terms of urban built spaces, there is no urban public non-state built space. Private 
property is the anchor of all modern law and all bourgeois democracy. In the movements of occupation 
of urban spaces, of reuse for community purposes, and of democratization of urban space as a vehicle, 
people speak of a “doing” of the community and a renewed sense of the collective. The democratization 
of urban space tries to reinvindicate privatization through various forms, such as real estate projects and 
as repressive responses to communities.

In the Western model only the urban space of the citizenship has been relatively democratized. De-
mocracy works only at the level of the urban public space of citizenship, it is not in the family, it is not 
in the factory, it is not in consumption, it is not in the community, nor in world relations. Representative 
democracy that is what you have. In the end, it is an island of democracy today very fragile, in an archi-
pelago of despotisms, in the family, in the factory, in the street, in the community and in consumption. 
Therefore, to democratize democracy is to democratize those urban spaces and all of them have an urban 
public space dimension. That is, the family today cannot be understood as a private space, because it is 
publicly regulated.

The democracy that emerges in Latin America in the last thirty years arises together with neo-
liberalism, does not have a democratic social content. It is democracy plus the opening to the markets. 
Unlike European democracy, Latin American democracy is a democracy that does not have a concept 
of social democracy of inclusion nor the rights achieved for a long time. Democracy in Latin American 
countries was almost instantaneous and it was not necessary to organize movements in these areas because 
the State was somehow responding. In Europe, after the 70s, the great movements have been feminist 
movements and environmental movements. Obviously, after the worker’s movements where that growth 
was organic, not a revolution, organized since the beginning of the 20th century and between two wars 
and after the student movements.

The democratic model of urban spaces has collapsed, not by decision of the countries, but by external 
decision. Organizational energies, collective consciousness, the culture of contestation and mobilization 
are not built from one day to the next. The reinvindicative tradition resides in the different cultures or 
democratic models that have been created, considering that there is a crisis of social movements that 
comes from the social-democratic policies and political cultures that were created over time.

All social relationships are urban social-spatial, but they are in different ways. Santos (2007) distin-
guishes six modes of production of power, knowledge and law: they are the domestic space, the space 
of production, the space of citizenship, the space of the community, the space of consumption and the 
world space. It is all these geo-spaces that must be democratized. A city where public space is very 
difficult because the physical spaces between the built-up parts are so vast, that far from favoring the 
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creation of public spaces, create deserts of citizenship, socially and politically neutralizing zones that 
hinder organized social protesting mobilization.

The neo-liberal model went through the private space and left the public space. However, when the 
public space is abandoned, financial crises and ecological crises come into the home. That is to say, one 
does not earn much by taking refuge in the private space, because now there are many people without 
employment and then they eat poisoned products. The idea that private property is not touched has been 
created, which also forces us to rethink all other concepts of real estate property and even ownership 
of the land.

There is a great transposition of the conceptions of democracy. The solutions that they recommended 
as just for the people to develop, have made the advanced countries fall in their own trap, locked in their 
own ideology and has no solution to the problem. It is therefore a failed model, at the level of civiliza-
tion, from the point of view of social inequality and from the point of view of social discrimination. 
Eurocentric critical theory, social and philosophical theory, has trained very well for critical denuncia-
tion, but not so well to formulate alternative proposals.

To address urban development challenges, innovative urban planning and design must have a green 
innovation orientation, interconnected and innovative development stages and processes (Adams 2006; 
Blewitt, 2008). The conceptual reference model of innovative green areas creates city identity of the 
urban planning and design by describing the interrelationships between smart urban environmental 
sustainability with innovative structural components and processes.

Innovation and design of urban green spaces must be linked to the city`s ecological, environmental 
and sustainable development transformed in high quality of life, safety and sharing of the space of lo-
cal residents, economic growth and social development, fluidity of interactions between networks. The 
ecology of productivity implies having another concept of land productivity that is not merely based 
on the production cycle that promotes the negligent use of pesticides, herbicides and fungicides. It is 
a great transformation where the conquest of diversity and biodiversity are in the focus of a neoliberal 
development. New urban farming spaces used for agricultural production and recreational purposes 
may be based on new business models implementing shared knowledge on site-specific planning and 
organizing processes, new financial and marketing strategies supported by interdisciplinary networks.

Innovative data collection initiatives and management programs based on vacant properties can be 
used for purposes of innovative urban greening and vacant property. In the city there are many empty 
spaces, built buildings that have never been occupied. The urban occupation movements are not move-
ments of the same dimension as the others, they are smaller movements, they are smaller organizations, 
they are sometimes what people today call spontaneous movements, where there has to be an aggrega-
tion, or that is to through social networks, but it is clear that there is another type of mobilization here 
whose political connotation is very difficult to identify, and which are even totally hostile to politics.

The urban greening as an established innovative programs based on vacant properties can lead to develop 
stable neighborhood environments by providing fresh food, training and jobs for residents. Democratic 
urban planning participation and managing green infrastructure can result in environmental changes 
benefiting all the social groups involved, including unrepresented and disadvantaged populations sectors.

Urban social innovation identifies urban resources for sustainable development, economic growth 
and social development. This created identity as an ability of the city blends social innovation in urban 
planning change and regeneration projects to develop a city socially inclusive among citizens and com-
munities (Cozens, 2008; Belisent, 2010). A transition from niche innovations toward a more environ-
mental sustainable development should be directed to change the composition of multi-segmented land 
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and infrastructure uses and urban mobility and transportation modes. Niche innovations redefine the 
limits to environmental and ecological development goals in terms that decoupling economic growth 
from environmental degradation can be achieved (Smith et al., 2010).

URBAN ECOSYSTEMS

The city as an ecosystem is a concept that considers the political and cultural role of a living city which 
includes plants, animals, food production, etc. The cities have a potential role to become urban innovation 
environments. Innovative practices are prevalent in the environmental improvement in urban areas to 
create ecosystems services and ecological functions of urban land, which are in high demand. Land-use 
planning and urban development challenged the technological innovation, research, assessment, policy 
and strategy development and adaptation to the urban ecosystem.

The urban innovation ecosystems aim towards design and implementation of innovative environ-
mental and sustainable development process in cities. Green urban innovation ecosystems management 
has the aim and the task to manage the resources, facilities and innovation assets portfolio embedded 
in regional and even national research and innovation projects and fostering fruitful interlinkages from 
the perspective of smart cities.

Urban innovation ecosystems are characterized according their social orientation towards environmental 
and sustainable development. This innovative green urban planning and design policies is the result of 
an interrelated concepts and issues of urban growth based on innovation ecosystems and environmental 
social sustainability built on green city.

The proxies related to innovation and economic wealth creation scale with urban size indicating that 
urban growth is driven by innovation and scale economies of energy consumption. This contributes to 
the attractiveness of the city in terms of location for investments and collaboration driving the emergence 
and development of social networks. Social networks and other forms of participation that facilitate the 
electronic means available, allow forms of electronic democracy, the result of a new reality that is there, 
of a virtual public space, which is a space with enormous potential.

The urban natural and environmental green resources and infrastructures involved in the innovation 
ecosystems may be capitalized and developed into new business models. Business models turning tech-
nological capabilities into innovations to offer useful green products and services require continuous 
flows of data and information. The outcome of this innovative urban planning is the generation of a 
business model based on public-private cooperation in urban innovation for smart growth opportunities 
(Barcelona, 2011; Downs & Mohr, 1976).

Urban site design needs innovative planning approaches to integrate all the urban green areas in 
an urban green ecosystem overcoming several restrictions and constraints (Kuhn, Colberg, Schnoor, 
Wanner, Zehnder, & Schwarzenbach, 1985; Evans et al., 1990). Urban sites could be developed when 
available aimed to give green products and services to the population by creating new urban woodlands 
with innovative afforestation of native species (Harmer, 1999; Baines & Smart, 1991). A dense innova-
tion ecosystem with knowledge interactions creates economic value and more rapid growth through the 
acquisition, processing, and use of information (Komninos, 2008a, 2008b; Shapiro, 2003).

The fundamental transformations of these ecosystems build their own resilience based on diversity 
of urban systems driven by green innovation. Scale-crossing practices create unique pathways for a 
diversity of experiences breaking up closed group thinking (Oh et al., 2004, Scheffer & Westley, 2007), 

 EBSCOhost - printed on 2/8/2023 5:45 PM via . All use subject to https://www.ebsco.com/terms-of-use



59

Green Innovation and Sustainable Urban Ecosystems
 

fostering collective actions while nurturing innovation capabilities. To achieve this end, it is necessary 
to develop a comprehensive structural framework of urban innovation ecosystem as an approach to 
resolving ecological, environmental and sustainable issues.

Urban innovation ecosystem management aims to manage the portfolio of innovation assets, resources, 
facilities, information flows, knowledge, etc., through mechanisms such as the partnerships among eco-
nomic agents and actors governing the access to users and developers. Urban innovation ecosystems 
should promote participation of citizens and organizations, firms, local governments in the planning and 
development of urban economic activities and utilities. Urban innovation can be harnessed in a highly 
politicized urban environment making urban governance more sensitive to urban green ecosystem dy-
namics facing social, ecological, environmental and sustainable uncertainties.

Social innovation of urban green areas improves the quality of life and attractiveness of the city 
and develops the ability to sustain human-dominated local ecosystem services. Community greening 
innovation is a community-based tool to promote social learning, adaptive management and resilience 
of the green ecosystems (Tidball & Krasny, 2009). Theoretical analytical transitions are the result of 
interactions and learning processes between the levels of niche-innovations, sociotechnical regimes and 
sociotechnical landscapes aimed to improve performance and support from groups.

Niche-innovation challenges develop processes to provoke changes at the sociotechnical landscape 
level creating pressure on the regime. Niche innovations in growth agenda may shift to current growth 
dynamics operating at the sociotechnical landscape level considered as merely exogenous to improve the 
mobility, infrastructure and building stock. The sociotechnical regimes and landscapes can become desta-
bilized due to inner pressures and tensions originated from outside that may result in niche-innovations.

The ecosystem services approach is defined as the benefits that humans derive directly or indirectly, 
from the functioning of healthy ecosystems (Costanza et al., 1998). This concept is acknowledged in 
urban green space research 2 (Bolund & Hunhammar, 1999; Elmqvist et al., 2004; Ernstson et al., 
2008; Niemelä et al., 2010). The assumption behind this concept is that physical and mental health and 
wellbeing are reliant upon functional natural environments (Millenium Ecosystem Assessment, 2005). 
Wellbeing and health services must be inter connected.

An adaptive method of urban planning and design using the concept of ecosystem services is a 
framework for promoting and supporting innovation in urban green areas. Adaptive systems are suited to 
“safe-to fail”- innovative design to be implemented and monitored, despite that the adaptive urban design 
framework “safe to fail” inhibits innovation decision making by tending to favor existing knowledge 
and performance of the specific intended ecosystems services (Holling, 1978; Kato & Ahern, 2008). 
Adaptive urban planning is open to innovative design and creativity, learning and gaining knowledge to 
be applied in future projects (Ahern, 2012; Lister, 2007; Rottle & Yocom, 2010).

Urban social innovation drives urban growth and structures local ecosystems services among the 
stakeholders through a process of recursive communication. The media play a relevant role in commu-
nicating the green innovations advancements although new methods have to be explored (Otto, 1998). 
Stakeholder’s engagement in urban planning processes and encouragement of communities to initiate 
green infrastructure projects ensure more democratic outcomes. Wealthier and more democratic cities 
invest more on innovative capabilities to foster development than less democratic and poor cities in a 
context of the path dependency effect.

Emphasis on the assessment of urban ecosystem services does not motivate and support the innova-
tions of specific ecosystem services in urban and infrastructure development activities (Aherna, Cilliers, 
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& Niemeläc, 2014). In this urban ecosystem of innovation, innovative companies coexist with research 
institutes, training and tech transfer centers, urban green areas, infrastructure and facilities, etc.

Relationships of cooperation and partnership strategies are required among the stakeholders and user 
communities to share research and innovation resources and capabilities, technological and administra-
tive know-how, methodologies, etc. Strategic cooperation and sustainable partnerships among the main 
stakeholders are required to share common resources and to establish urban and regional innovation 
ecosystems.

Urban areas are considered the object of innovation ecosystems able to empower citizens with ca-
pabilities to design, co-create and develop best urban working and living spaces. Innovation in urban 
green areas can provide solutions by defining quality of service and operational standards and results. 
An innovation approach based on environmental integration of urban areas combining housing, urban 
green areas and business activities in a kind of eco-neighborhoods could be supported by a public-private 
partnership. Urban innovation ecosystems may constitute Public-Private-People-Partnership ecosystems 
aimed to co-create, experiment and validate scenarios supported technology platforms user-driven in-
volving and providing opportunities citizens, small, medium and large businesses, corporations, local 
governments, and any other stakeholder.

The smart city innovation ecosystem successfully implemented fosters innovation, cooperation 
and development into green innovative urban planning and design. An innovative urban policy inter-
relates issues of green ecosystems innovation, intelligent communities and environmental and sustain-
able development with urban growth. Waste management and sustainable public transportation using 
environmental-friendly fuels are only two areas where can be applied smart city innovations supported 
by proactive citizenship behavior and advanced technologies.

ICT-based applications in urban innovation deploying broadband infrastructure plays an important 
role to enhancing citizens’ quality of life. Technology applications in urban innovation ecosystems in 
federated platforms but dependent on contexts and user locations can provide support for new urban 
e-services. ICT has a limited role at processing and integrating real-time information where processes 
are not based to any great extent on handling transactions in such areas as local public e- government 
communication between authorities and citizens, innovation, entrepreneurship and social inclusion, 
education, etc. (Gonzáles & Rossi, 2011).

E-democracy, E-government and digitizing the public administration are using ICT systems and tools 
aimed to improve the quality of services to citizens. These functions of the model Peripheries are identi-
fied in five archetypal smart urban settings: neighborhood, street, square, museum and park and City 
Hall (Schaffers, Garcia Guzmán, Navarro & Merz, 2010). Website created to support public awareness 
campaigns, local and regional government councils, city green planning and environmental organiza-
tions, business managers and leaders applying innovative and cost-effective solutions to harnessing the 
benefits of the green economy, can be conceptualized in general terms as green regions.

Technological innovations can create an efficient urban layout as a human dominate ecosystems in 
terms of consumption of natural resources, energy, land, water, etc., with the ability to sustain ecosystems 
services and the structure of social dynamics. There is a race for natural resources that press the earth 
and create a new conflict between those who want the land to extract natural resources, such as wood, 
and those who want to conserve them for the sustainability of the environment.

Innovation ecosystems can be fostered and developed through collaboration frameworks by future 
Internet testbeds integrated with elements of Living Lab environments. Cooperation frameworks include 
some elements of sharing access to experimentation facilities and technological knowledge resources. 
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The method of Living Lab concept is used as a model for organizing and conducting innovation proj-
ects, programs and experiments. Living labs are organized around experimental research projects driven 
by internet integrated in smart city programs with common resources for research in green innovation 
ecosystems and environments. Living labs provide product and services of real social innovation and 
improvements and lower the risks for future use based on public data of the city.

The social dynamics in the context of an open Living Lab ecosystem should have the purpose of 
involving citizens and stakeholders to ensure innovative solutions. Living Lab is an ecosystem supported 
by Public, Private and People Partnership (4 Ps) aiming to co-create innovative scenarios and provide 
opportunities to users/citizens based on technology platforms. Local urban growth and development 
partnerships and coalitions have the critical role of building bridges in planning structures of public-
public adjacent areas for concerted urbanism, framing renewal and urban green innovation activities.

Development of green area innovations face several challenges although the empirical studies on this 
subject are very scant (Berchicci & Bodewes, 2005; Hall & Vredenburg, 2003; Ottman et al., 2006). 
Green innovation is one of the key factors of community development, government management and 
city governance to achieve economic growth, social development, environmental sustainability, and a 
better quality of life. Community initiatives are independent of government but can influence government 
actions to benefits for low-income groups under a framework of governance. Local governments sup-
porting community and non-governmental organizations in a wide range of urban community programs 
contribute to improve basic services, housing, environmental sustainability management, infrastructure, 
micro-finance for enterprise development (Boonyabancha 2003; Stein 2001).

GREEN INNOVATION

The unit of analysis in this study is green areas innovation projects. Theory and practice of green in-
novation has become a strategic priority for urban settlements and local communities. Multidisciplinary 
theoretical approaches combined may be used to analyze niche innovations, regimes and landscapes 
(Geels & Schot, 2007). Measuring green areas innovation environmental impact and performance is 
a complex process. To identify key elements and dimensions such as the design strategy, process and 
performance integrated to green areas innovation involving micro and macro environmental issues, 
provides the multi-faceted nature of the phenomenon.

Innovation is regarded as more relevant in urban settings than in rural areas due to the concentration 
of population, availability of cognitive resources, greater accumulation of knowledge and experiences, 
etc. Innovation knowledge and practices is concentrated in urban undertakings have the property of 
transformability of uncertainties into opportunities by realignment of resources and organizational 
structures. Innovation knowledge can contribute to the resilience of a system by opportunities to realign 
organizational structures and resources at local urban undertakings.

Some of the issues relating to innovativeness of green areas related to cities developed are the mo-
tivations to engage in urban green areas innovation, community-level environmental projects, tools 
that local governments and communities have used to address sustainability issues, measurement of 
environmental performances, challenges and risks they face. Some available innovative tools for the 
analysis of spatiotemporal urban planning and growth patterns are the spatial metrics, remote sensing, 
urban growth models, etc.
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Sources and spatial data of urban geography and urban modeling research and innovative technolo-
gies improve the analysis, representation and modeling of urban dynamics (Batty,1989; Knox, 1994). 
Green area innovation is related to its physical life cycle (Gauthier, 2005) from the environmental impact 
perspective it has to population of the community and neighborhoods it is serving. Innovation and wealth 
creation tends to scale with city population size.

Other examples of green innovation programs are the participatory urban planning projects integrating 
technology applications for the design and development of an environmental sustainability, bio economy 
growth and social development by implementing viable programs to reduce urban carbon footprint. Large-
scale participatory urban innovation processes are required to create and implement applications aimed 
to improve urban infrastructure linking cluster of business and organizations with their own activities.

Innovation among local NGOs are working on programs with other community organizations with 
and in absence of government and small private business entrepreneurs to benefit the urban poor (Hasan, 
1997; UN-Habitat, 2003; Burra & Patel, 2002). Combining the approaches for urban innovation not nec-
essarily has altered the state’s urban sprawl but may achieve substantive political progress to overcome 
the environmental-economic crisis.

Dynamic management systems can support the creation and development of natural green innovation 
for urban green spaces and the most efficient use of natural resources to provide the best practices to 
the urban green project. The empirical literature report the challenges of innovative urban green spaces 
are very scant (Berchicci & Bodewes, 2005; Hall & Vredenburg, 2003; Ottman et al., 2006). Any green 
project seeking and encouraging innovative solutions by landowners and governments must be coupled 
with high mitigation and remediation costs of most dysfunctionalities.

Innovation strategies of cooperation supported by a network and strategic alliances ensure long-term 
viability of urban projects (Belisent, 2010). Farming as a green innovation requires interdisciplinary 
cooperative exchanges among networks of actors. Green areas innovation offers other relevant opportuni-
ties for environmental sustainability, improvement of living conditions, waste reduction, new business 
creation, etc., and to achieve these goals, it is required to set strategies, policies and targets to move 
forward and implement the projects. Green areas innovation should be supported by tools to measure 
environmental impact such as life cycle analysis at each stage of development.

The conceptual framework for green urban area innovation is based on a multi-faceted process 
wherein key types of environmental development are in interaction, natural resources, materials, energy, 
and pollution, etc. which have an impact on the environment at different stages: Analysis, formulation, 
implementation, disposal and evaluation. Green urban areas innovation is becoming mainstream among 
the local governments and communities used to protect, strive and enhance the natural environment 
by conserving natural resources and energy and by reducing or eliminating pollution, waste and toxic 
agents (Roy et al., 1996).

Innovative forms of funding urban green areas innovation are the financial sources for support com-
ing from the business sector, private donors, agencies promoting development, social organizations, 
non-governmental organizations, etc. To implement these innovative urban green space strategies, it is 
necessary to develop management strategies for financing maintenance and developing multifunctional 
urban green spaces, including technological and cultural innovations.

Green areas innovation is relevant to generate knowledge in transdisciplinary and adaptive innovation 
in urban planning and design processes such as the framework for “safe-to-fail” adaptive urban planning 
and design using innovative knowledge (Ahern, 2011; Lister, 2007). A relevant variable to assess the 
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smart cities trends is the demographic density to facilitate contacts and social interactions through the 
innovative knowledge and ideas flows (Glaeser & Gottlieb, 2006).

A recent approach to this characterization considers the multiple dimensions of innovation as a con-
tinuous variable. Incremental green area innovations are more related to the increasing use of existing key 
green dimensions such as eco-efficiency, the use of materials and processes with a lower environmental 
impact (Hellström, 2007). Incremental green area innovations are characterized by small and incremental 
improvements of previous green area versions and their reliance on small changes on existing technolo-
gies, process, etc. Green areas research projects originating from business sources expected to respond 
to the market forces maybe more oriented by incremental innovation.

Radical green areas innovation contributes to achieve environmental sustainability objectives. Intro-
ducing urban radical green innovation in any stage of development to addressing urban environmental 
sustainability challenges across different dimensions such as natural and environmental resources, ma-
terial selection, energy use, waste usage and pollution prevention can bring substantial benefits to the 
urban communities and neighborhoods. Green process innovation correlates positively to competitive 
advantage (Chen et al., 2006).

Open innovation can be user-driven to serve as a mediating, exploratory and democractic participa-
tive ITC platform to support urban innovation policies in demand-driven cycles of experimentation. An 
open innovation in smart cities should be governed by cooperation frameworks within an environment of 
diverse resources and assets accessible for users. Current projects on smart cities, future internet research 
and Living Labs have common technological challenges on the use of resources, methods, technologies, 
facilities and user communities for research and innovation. For example: open innovation models in 
procurement policies can be developed in order to create sustainable cooperation frameworks aligning 
technology to societal challenges.

Green innovations in urban farming development exhibit the characteristics of social innovations 
contributing to a sustainable urban environment and urban food movements. Urban farming is using 
diverse technologies such as hydroponics or aquaponics to promote green and environmental innova-
tion programs. Urban farming production serves to offer processing, cooking and selling fresh food 
produce to the local market and enhancing the food business with high quality, sustainable and innova-
tive approaches. Urban farming as an innovation is an incubator using special forms for promoting new 
concepts of organizing urban life and consumption around sustainable food production. These special 
forms can be diverse integrated designs to reproduce built environments such as modular containers and 
components, greenhouses, etc.

Urban farming can bring some ecological and environmental benefits besides the revenues. The 
innovative farming start-ups are supported by interdisciplinary academic knowledge, business experi-
ences, urban developers, city and local government agencies and financial investors. Large scale high-
tech commercial farming initiated by start-ups is facing specific urban land-use challenges regarding 
urban permitting, zoning, designing and constructing. Tacit knowledge is necessary for projects and 
contributes to the innovation (Nonaka & Takeuchi, 1995) and creativity to negotiate transition towards 
integrated risk management where the participants are less likely to negotiate from entrenched positions 
(Pahl-Wostl et al., 2007).

Integration of community gardens through an innovative approach facilitates opportunities for residents 
to participate more actively in urban green space planning processes to provide ecosystems services, 
environmental and sustainable education, alternative and accessible forms for physical activities, bridges 
interactions between different social groups, enhance local ecological and environmental outcomes.
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The concept of smart cities is related to environments of open and user driven innovation respond to 
challenges. Some European Commission programs are aimed to mobilize urban areas as agents of change 
to experiment in the smart city concept in open and democratic innovation environments. The smart 
city concept involves an environment of open and user driven innovation enabled by ICT infrastructure 
supported by future internet enabled services for experimenting and validating research and innovation.

Future Internet technologies integrate augmented reality services in cultural heritage, safety and 
security with networks of video-cameras to monitor urban spaces. Future Internet technologies can give 
support to a platform for monitoring and governance processes of social interactions, development of 
mobility behaviors, participatory civic decisions, learning natural and cultural heritage and delivery of 
e-government services.

Urban planning and designing can use the Smart City reference model as an analytical tool to identify 
innovativeness of policies and processes not only in urban green areas innovation but also in tourism 
culture, finance, etc. The innovation urban plan must operate under and innovative green plan to include 
alternative energies, for CO2reduction, green building policies, green logistics and urban transport. 
Logistic services are connected with product development facilities with professional users.

Urban innovation ICT programs can stimulate citizens, communities, social organizations, business 
and other societal applications, scaling-up real-life deployment projects to large-scale levels. Innovative 
ICT-based services with user-driven innovation link smart cities with experimental infrastructure and 
facilities to design new applications and green services. The co-creation of green services in different 
areas requires the employment of innovative devices and customized sensors used by citizens.

Smart city solutions are currently more citizen oriented than local city government based solutions, 
but the best are the combination of both orientations. The real impact of smart city solutions, the fund-
ing mechanisms and business models already developed and implemented for their sustainability has 
not been demonstrated.

The smart city reference model is used by urban planners to describe the smart innovation elements 
and characteristics, leading by the conception of greening as urban infrastructure used for environment 
protection (Atkinson & Castro, 2008; Belisent, 2010) “interconnected” among the different economic 
agents (Bell, Jung, & Zacharilla, 2009; Bizer, Heath, & Berners-Lee, 2009; Gillett, Lehr, & Osorio, 
2004; Ergen, 2009) and “intelligent” as the capacity to produce added value based on the creative hu-
man capital (Chee-Yee & Kumar 2003; Leon, 2006; Florida, 2003). Urban planners engage stakeholders 
through the formulation and implementation of innovation strategies ensuring democratic participation 
and outcomes (Oshun et al., 2011).

The trend based on the emergence of civic Internet information systems is an innovative tool socially 
constructed which can provide benefits for the design and implementation of green urban innovation 
projects towards facilitating the regeneration and economic development. On the one hand, it is beneficial 
to facilitating the structural environmental growth by contributing to have up-dated workforce and on 
the other, proving support to speed the communication marketing process.

The Future Internet Technology is an overlapping implementation of a mixture of technologies, 
paradigms and time-frames. It is important to consider the assumption that projects and tasks are sup-
ported by technical innovation with the latest release of short-lived software. Participation is a bottom-up 
approach to Future Internet technology integration. Future Internet technology is a complex technologi-
cal and societal domain using driven processes of innovation, shaping and application for achieving 
socioeconomic and business benefits.

 EBSCOhost - printed on 2/8/2023 5:45 PM via . All use subject to https://www.ebsco.com/terms-of-use



65

Green Innovation and Sustainable Urban Ecosystems
 

Radical green innovations include the use of new technologies, components, processes, etc., aimed 
to reduce and mitigate the overall environmental impact. Green areas innovations are radical if they are 
new and offer new features based on radical new technologies to the population of communities and 
neighborhoods. Local communities and governments can find and deal with local demands of citizens by 
responding with innovative projects in green areas in some specific local urban spaces, managing risks 
attached and providing greater benefits. More innovative projects are found to be associated with longer 
waiting times before having some results (Roberts & Hauptman, 1987). In this sense, the radicalness of 
innovation in urban green areas needs to be conceptualized and operationalized in the varying degrees 
of dimensional urban innovation spaces (Roberts & Berry, 1985).

Increasing the environmentally shares has an impact on housing and transportation green innovations 
in terms of green technological solutions aimed to improve land and energy efficiency, climate change 
adaption, etc., which contributes to the development of niches and replacing sociotechnical regimes. A 
radical innovative undertaking relies on technology innovation where the organization, community or 
local government has technical experience. Using technology in innovation process is related to develop 
or bring new technological knowledge available in the scientific community. Creation of technological 
knowledge is more than a technology problem and engaging in new practices to capitalize on the new 
technology´s advantages (Tyre & Hauptman, 1992).

Innovative undertakings require working where the organization, community or local government 
has more experience to be regarded as radical innovation. Green area projects are more or less radical 
innovative undertakings on some differentiated dimensions such as the development degree of technol-
ogy employed, technology costs, technological uncertainty, technical inexperience, business inexperi-
ence. Radical innovations in green areas taking less time to be terminated and less tied to market meds 
represent t risks and therefore less supported by communities and local governments (Souder, 1987).

Consistent theory on radical green areas innovation with empirical research experienced by practitioners 
is relevant for urban societies, economies and firms. Research on green innovation projects originated 
exclusively within R&D is more likely to be radical innovations. Green area projects originating from 
R & D in areas where there is less experience and practice greater uncertainty is considered more radi-
cal innovation. Radical innovation has implications for community, organizations, local governments 
and business development strategies pursued by firms opening new markets (Knight, 1967; Roberts & 
Berry, 1985).

There is not commonly accepted definition of radical innovation and also its validity and reliability 
of operationalization and measure is difficult to test by a manager, single-item judgment or a panel of 
experts. Radical innovation is defined in terms of the degree of innovations and newness (Abernathy, 
1978; Hage, 1980). Radical innovation has multiple dimensions and factors as the technological uncer-
tainty, technical experience, business knowledge and experience and technology costs. Radical innova-
tion technologies in innovative undertakings of urban green areas and incur in high technology costs.

The situation that there is not commonly accepted definition of radical innovation makes difficult 
to compare results of innovation and accumulate knowledge (Downs & Mohr, 1976). According to the 
degree of change, Damanpour (1991) classifies innovations in different dimensions of radicalness, which 
in fact are difficult to operationalize. Radical innovation has greater amount of change and impact on 
the organizations and community (Daft & Becker, 1978). The different dimensions of green radical in-
novation make contributions to explaining the effects upon local community and government.

Radical innovation of green areas through multinational representation of the construct influences 
other aspects such as innovation management. However, measurement of innovation radicalness is 
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complex and differentiated considering the multiple dimensions which may be more radical some of 
them and other less radical.

Radical innovation is best represented as a continuous variable. Description of innovation as radical or 
incremental is ambiguous and depends of the judgment. The continuo of radical-incremental innovation 
can be measured as a continuous variable more than restrict the range of the construct to dichotomize 
innovations only as radical or incremental. Technological innovation has implications on R&D in green 
areas taking into account that the reliable measures of different dimensions’ radicalness provide diagnostic 
value to formulate and implement planning strategies of projects with the consequent benefits for the 
local communities and governments. Users of green areas are able to appreciate the benefits, evaluate 
the risks and face the challenges derived of engaging on innovation process.

Research on radical innovation has focused on technological innovation in contexts where radical and 
incremental innovation is a challenge (Ettlie, Bridges, & O’Keefe, 1984). Technological innovation may 
be disruptive change because it is experiencing rapid development and have a greater impact on existing 
practices and experiences on organizational, community, local governments and societal systems (Tyre 
& Hauptman 1992). Technological innovation as part of the innovation process required to create new 
knowledge represents a challenge (Schoonhaven, Eisenhardt, & Lyman, 1990). This innovation program 
creates long-term economic growth centered on entrepreneurship, high-tech networked collaboration 
(Barcelona, 2011, Downs & Mohr, 1976).

Organizations promoting radical innovation require new strategies and structures (Ettlie, Bridges, 
& O’Keefe, 1984). Radical innovation demands knowledge and promotes greater changes upon the or-
ganization operation (Dewar & Dutton, 1986). A radical innovation green area project is more likely to 
fail than an incremental project (Souder, 1987). An innovative radical project’s construct in technology 
management is a fundamental to understand innovation management; however, radical innovation efforts 
to increase product development are more likely to fail (Schoonhaven, Eisenhardt, & Lyman, 1990).

Radical technological innovation creates new knowledge and practices similar to administrative 
innovations. Radical innovations are usually more expensive and require more resources to success-
fully commercialize (Ettlie & Rubenstein, 1987). Innovation in green areas has more impact when the 
technology is more expensive and requires more technical experience. Radical innovation has a greater 
demand for resources and knowledge generation. However, radical innovations well financed are more 
likely to survive (Roberts & Hauptman, 1987).

Communities pursuing incremental and radical innovation have effects on performance (Daman-
pour, 1991; Meyer & Roberts, 1986) and for innovation management. Radical innovation relies in rapid 
developing technology knowledge making the innovative undertaking riskier if the agent and actor 
lack experience. The more they have inexperience, the more they are regarded as a radical innovation 
(McGeough & Newman, 2004).

Radical innovation in green areas creates more change and has more impact on the community and 
neighborhoods. The amount of change attached to the green innovation projects where there is not 
extensive technological knowledge and experience make them very costly. Radical innovation in green 
areas brings significant changes such as making old such as emerging, transforming and disappearing 
the old and conventional forms and processes (Kaplan, 1999; Van de Ven et al., 1999).

Radical innovations create greater knowledge demands for the organizations, communities, local 
governments and the society in general. Radical innovations on green areas demand greater change in 
the existing practices are a source of change and have bigger impact on society (Damanpour, 1991). 
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Radical innovation incorporates technology that is a risky departure from existing practice of green areas 
where the magnitude or cost of change required may be sufficient (Ettlie, Bridges, & O’Keefe, 1984).

Technology costs of radical innovative undertakings could be so high. The degree of radical innova-
tion is related to the embryonic technology that is new and rapidly developing that represents a departure 
from existing practices with the corresponding financial risk. In radical innovation the green areas un-
dertaking is costly and venturing into uncertainty because the lack or underdevelopment of knowledge. 
Radical innovation is riskier that incremental innovation.

Innovation environments should be open to develop collaboration models for sharing actual common 
resources used in research and innovation processes of living lab facilities and experimenting methods on 
future internet technologies for implementing urban innovation policies and ecosystems. Collaboration 
framework structures are developed for sharing research and innovation resources considering ownership 
and governance, access, transferability and interoperability of urban innovation projects.

Living Lab integrates services in urban contexts where users and citizens define and prioritize ele-
ments of urban cultural heritage and explore security and private issues for the safety of urban environ-
ments. The Living Lab-convergent service platforms are developing in a discovery-driven arena settings. 
Projects requiring radical technological innovation are associated with longer waiting times to complete 
and before there is a desired product (Roberts & Hauptman, 1987; Schoonhaven et al., 1990).

Living Labs Interfaces projects engage users in co-creation innovation processes whereas Future 
Internet Experimentation (FIRE) projects involve end users and communities in assessing the socio-
economic impacts of technological changes and controlled innovation technologies. FIRE and Living 
Lab projects use some models for resources sharing in experimentation and innovation opportunities in 
user’s communities.

Living Labs innovation projects share the use of some methodologies with the interface with FIRE 
experimentation approaches. The application of some technologies in the context of a Living Lab is 
leading to the adaptation of innovative solutions enabled by the emergence of breakthrough concepts, 
ideas, and scenarios. Living Labs Innovation and Future Internet Experiments requires infrastructure to 
create opportunities for urban green innovative services, wellbeing and mobility services in the context 
of urban space based on real-time digital data.

Collaboration between researchers, practitioners and policymakers to design and implement inno-
vative urban planning can be sustained by a policy network to share information, solve problems and 
find policies. Adaptive design explores creative and innovative practices through design experiments. 
Adaptive design can be used as a framework for process to selected urban projects and open to design 
innovations and creativity, to gain innovative ecological knowledge, research design, practices and meth-
ods. An adaptive model in innovative urban green spaces strategies follows a systemic approach with 
inputs, processing and outputs to the local urban context. From the perspective of innovation, Batchelor 
and Butterworth (2008) used the term learning alliance to define a group of individuals or organizations 
with a shared interest in innovation and the scaling-up of innovation.

The national systems of innovation approach sustain that the urban value creation system is shaped 
by physical and immaterial infrastructure, networks and collaboration, entrepreneurial climate and 
business networks, demand for services and availability of advanced end-users. Networks can influence 
policy processes and change the regime (Van Herk et al., 2011). The value creation system is affected 
by policy implemented to stimulate the networks, public-private partnerships, and the enhancement of 
innovative conditions (Porter, 1990).
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Innovation is fostered through the collaborative innovation processes between the interaction of 
clusters and networks. It is important to develop collaboration in green areas innovation with the actors 
and agents of local social and ecological systems. Collaboration within the innovation is an ongoing 
interaction process between technology, research and applications development, validation and practical 
utilization. Cooperation relationships frameworks and synergy linkages should be developed between 
urban innovation policies, local government ICT and future internet research and open users. Future 
Internet research is a competitive offer proving its added value to citizens/users. Future Internet enables 
co-creation of innovative scenarios by users and citizens who may contribute a build new applications 
and public data to the open city.

CONCLUSION

The analysis sheds light on environmental sustainability and urban ecosystems as dimensions of green 
innovation, which includes the management and use of natural resources, energy minimization, materi-
als reduction, and pollution prevention. The interest of this analysis lies in providing support to urban 
settlements in managing the risks inherent in green area innovation, incremental or radical as a commu-
nity’s management would experience. Citizens and public managers must understand the risks inherent 
in pursuing either radical or incremental innovations.

Competitiveness based on research and innovation skills to promote knowledge bio economy, is one 
of the urban development challenges. Transition toward sustainable urban development innovations 
should be aimed to changing the composition of land use, infrastructure and transportation regimes. 
Cooperation strategic models aimed to provide access to shared research and innovation resources in 
urban areas ecosystems and environments are needed to create and develop more suitable working and 
living urban spaces.

Returning to the urban public space that needs to be reconquered. The urban public space must be 
reconstructed with a sense of collectivity, as an urban space of coexistence, of emotion, of trust, of look-
ing, and it is the space of embracing. They are all urban spaces that must be built and, therefore, that 
urban space is a great achievement at this time.

Local communities and governments should initiate selectively some green area projects with different 
degrees of radicalness dimensions following a profile according to a strategic urban planning. Develop-
ment of sustainable communities in smart cities can be supported by design, transfer and implementation 
through collaborative urban planning of innovative urban policies.

Future priorities for research in urban innovation should identify and develop principles of sustain-
able urban green planning and development to provide support to policy makers in local governments to 
design and implement mechanisms for more resilient communities and neighborhoods in cities. Green 
resilience innovation of urban life in contemporary cities can be supported in digital cities with the 
implementation of cyberspace to cities.
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KEY WORDS AND TERM DEFINITIONS

Ecosystem: Biological system constituted by a community of living beings and the natural environ-
ment in which they live.

Environmental: Of the environment or related to it.
Green Innovation: The creation and diffusion of technological means to remedy climate change.
Sustainability: It refers to biological systems that can preserve diversity and productivity over time.
Sustainable City: That city where there is adequate mobility, saving energy and water resources, 

reducing auditory pollution and creating pleasant public spaces where there are green areas with great 
functionality.

Urban: Of the city or related to it.
Urban Space: It is the proper space of a city, that is, of a population grouping of high density. It is 

characterized by having an infrastructure so that this large number of people can cope harmoniously in 
their daily lives.
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ABSTRACT

Nowadays, sustainable and responsible entrepreneurship seem to represent the most important goals 
targeted by the economic business environment at a worldwide scale. In addition, creativity, innovation, 
and intellectual capital are seen as drivers for organizational performance, particularly in the context 
of ensuring the right balance in terms of market competition, in the quest for retaining different forms 
of competitive advantages. Nonetheless, although the general vision of maximizing profit, in the case 
of producers, and of enhancing satisfaction, in the case of consumers, still governs the economic rules 
specific to any marketplace, there is a general concern for the future generations, as well as ecology 
and environmental wellbeing. Under these circumstances, at least for now, all the answers seem to lie 
in the entrepreneurs’ ability to act much more mature, liable, competent, proficient, and efficient, while 
managing at a higher and improved level of performance their business operations.

INTRODUCTION

Investigating sustainable and responsible entrepreneurial strategies are a continuing concern in a business 
environment dominated by ecological features and “green performance”. The changes experienced by 
the economic business environment over the past decade remain unprecedented due to the abundance 

Approaches to Sustainable and 
Responsible Entrepreneurship:

Creativity, Innovation, and 
Intellectual Capital as Drivers for 

Organization Performance

Cristina Raluca Gh. Popescu
 https://orcid.org/0000-0002-5876-0550

University of Craiova, Romania & University of Bucharest, Romania & The Bucharest University of 
Economic Studies, Romania & Natioanl Institute of Research and Development for Environmental 

Protection (INCDPM), Romania

 EBSCOhost - printed on 2/8/2023 5:45 PM via . All use subject to https://www.ebsco.com/terms-of-use

https://orcid.org/0000-0002-5876-0550


76

Approaches to Sustainable and Responsible Entrepreneurship
 

of innovative and creative sources, among which human and intellectual capital seem to distinguish 
themselves throughout new and improved qualities.

However, these rapid changes are having a serious effect on the entrepreneurs’ managerial choices 
concerning the types of “green” entrepreneurial strategies to be used, starting from the idea that the most 
recent tendencies lead towards superiority, market domination and excellence on the marketplace. There 
is increasing concern that some entrepreneurs are being disadvantaged by the new strategies derived from 
more responsible and sustainable business activities, since being creative, innovative and “going green”, 
means always relying on the least predictable as well as the most risky change management strategies in 
order to properly serve, on the one hand, the ecological and environmental goals, and, on the other hand, 
the well-being of the next generations. Thus, despite the safety and efficiency of the new sustainable 
business strategies, it should be pointed out that some of the business activities willing to “go green” 
might suffer from several major drawbacks, such as: insufficiently tested technologies that may still harm 
the environment and people – maybe even more than past technologies; lack of funds for investments 
in business development and activity redesign; and inadequately prepared human resources capable to 
implement the new technologies and to make use of the new entrepreneurial strategies. Questions have 
been raised about the potential business and environmental risks that can occur in the event of making 
some managerial mistakes in addressing and adapting to change, since there are already far too many 
examples of entrepreneurs failing on the marketplace – case in which no second chance was offered for 
them. But, at the same time, success seems to have brought great rewards to the brave entrepreneurs 
relying on creativity, innovation, and human and intellectual capital, which chose to invest in sustainable 
and environmental responsible businesses.

To date there has been little agreement on what entrepreneurs should focus on in their businesses in 
order to succeed on the long-run on the marketplace, since it looks more and more a matter of opportunity 
seeking, luck, pure intuition and risk affinity rather than well-structured strategies.

This paper focuses mainly on the authors’ perspectives concerning the approaches to sustainable and 
responsible entrepreneurship, with a deep interest in creativity, innovation and intellectual capital as 
drivers for organizations’ performance, in the attempt to offer answers to several key questions:

• What does sustainable and responsible entrepreneurship mean today and which are the connec-
tions with the “green movement”?

• What roles do creativity, innovation, and human and intellectual capital play in the organizations’ 
performance and can specialists consider the idea of “green performance”?

• Can an inclusive model of excellence and “green performance” be proposed in the case of 
Romania?

BACKGROUND

This section is dedicated to presenting the general background of the main issued stressed in the scien-
tific work entitled “Approaches to sustainable and responsible entrepreneurship: creativity, innovation 
and intellectual capital as drivers for organizations’ performance”, namely: firstly, the ideas of correct, 
loyal and enhanced competition and the forms of competitiveness capable to support the interests of 
both economic agents and our planet in a sustainable and responsible manner, are at the heart of our un-
derstanding of what entrepreneurship stands for nowadays; secondly, promoting “green competition” in 
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the “green economy” when making use of “green” strategies and policies, by means of “green energy”, 
“green labels”, “green performance”, “green prices”, “green profits”, and “green promotion”, is already 
a classic problem these days, since authorities, politicians, governments, leaders, specialists, researchers, 
and entrepreneurs all around the world are seeking solutions for improving life on planet Earth; and thirdly, 
investigating creativity, innovation and intellectual capital – as drivers for organizations’ performance, is 
a continuing concern for all the interested parties all around the globe, since today, the accent not long 
ago placed on producers and sellers, shifted to clients and consumers in the business environment, while 
the idea of easily replaceable individuals regarded, a while ago, as just simple workforce changed into 
the one of human resources taken into consideration as one of the main, indispensable and vital assets 
of each and every reputable organization.

While analyzing the specific approaches to a sustainable and responsible entrepreneurship, creativity, 
innovation and intellectual capital are regarded as drivers for organizations’ performance. In addition, in 
the same context, competition becomes an essential component of any contemporary market economy 
as well as a defining attribute of the new global economy (Popescu et al., 2015; Sebestova et al., 2018b; 
Ward et al., 2019; Hernández-Sánchez et al, 2019; Batista et al., 2019). Besides, it should be remarked 
that competition is the result of the specific behavior of the economic agents, which is based on their 
interests on the marketplace and which needs to be materialized in the cooperation and the confrontation 
with other forces specific to the business environment taken under analysis (Popescu, 2016a; Popescu, 
2016b; Popescu et al. 2017a; Florido et al., 2019).

These days, competition is becoming more and more complex, as a result of the manifestations of the 
market economy, in which the existence of a single producer from the same field of activity becomes 
almost impossible, while the objective of maximizing the profit on the use of the invested capital needs 
to be addressed only together with sustained and responsible entrepreneurial actions that come to sup-
port both the individuals and the environment’s health, well-being and long term preservation (Porter, 
1990; Verma & Chowdhry, 2018; Rajnoha et al., 2019).

In this new context that aroused together with the growing interest in the new economy as well as in 
eco-economy, ecology, and sustainable economic growth, the economic agents are becoming more and 
more interested in considering new trends, such as “green competition”, “green prices”, “green profits” 

Figure 1. Approaches to sustainable and responsible entrepreneurship. What do creativity, innovation 
and intellectual capital stand for while addressing organizations’ performance?
Source: the authors
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and “green performance” – which are, in fact, actions specific to the “green movement” that not too long 
ago entered in our society and become an increasing part as well as a powerful concern of our economic, 
social and political culture. However, knowing how the “green competition” on the new economy’s mar-
ket works, today the economic agents are not only concerned with running their businesses so that their 
companies become more and more profitable and competitive, but they are also focused on creativity, 
innovation, human resources and intellectual capital as drivers for organizations’ “green performance” 
(Popescu, 2011a; Popescu, 2011b; Bailey, 2013):

Nonetheless, even though competition discourages, in most cases, the economic agents that are less 
willing to adapt at a fast pace to the new market trends, the absence of competition can even be considered 
dangerous in some cases: for example, any company that might be alone on the market, would have the 
opportunity to freely set its price, on the one hand, without confronting itself with other producers and, 
on the other hand, without taking into account the options of the customers. Nevertheless, there is an 
encouraging situation here, namely the fact that several regional, national and international organisms 
today are in charge with competition regulation (Sebestova et al., 2018c). Hence, competition is regulated 
by regional, national and international authorities through cooperation with both the economic agents 
and our civil society and with the aid of bilateral, multilateral or global conventions that are extremely 
necessary when willing to ensure individuals’ safety, health and well-being, our the safety of a sustain-
able and unpolluted environment, capable to support life on planet Earth not only today, but also for the 
future generations to come (Popescu & Banța, 2019):

APPROACHES TO SUSTAINABLE AND RESPONSIBLE ENTREPRENEURSHIP: 
PROMOTING “GREEN COMPETITION” STRATEGIES AND POLICIES

The section suggestively entitled “Approaches to sustainable and responsible entrepreneurship: promot-
ing green competition strategies and policies” follows a complex structure, namely: firstly, in this part of 
the paper, the concept of “competition” is carefully analyzed, starting from the definitions of this notion, 
continuing with its characteristics, role and importance, and ending with a description of what “green 
competition” might bring new, innovative and positive in our society, in terms of strategies and policies; 
secondly, in this part of the work, the popular concept of “entrepreneurship” is thoroughly presented and 

Figure 2. Forces of competition and specific influences: the role of creativity, innovation and intellectual 
capital in entrepreneurial performance
Source: the authors
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Table 1. “Green movement” coming to support “green competition”, “green prices”, “green profits” 
and “green performance” for a sustainable and responsible entrepreneurship

Key Concepts Main Characteristics

“Circular economy”

▪ This concept represents a tremendous concern for the European Union, which lead to a set of actions that need to 
be respected step by step, according to the European Commission, in order to ensure a better life for all (individuals, 
habitat, biodiversity, and so on and so forth) (European Commission, 2015; Popescu et al., 2015; Verma & Chowdhry, 
2019). 
▪ The action plan concerning the circular economy was adopted by the European Commission in 2015 and focuses on 
“54 measures to “close the loop” of product lifecycles”, identifying five priority sectors capable to speed up the process 
of enhancing a strong foundation for innovation, creativity and investment capable to thrive in the context of sustainable 
consumption and production, as well as of responsible waste management governed by the creation of new markets for 
secondary raw materials (Burkart, 2009; European Commission, 2015; Tociu et al., 2017; Sebestova & Krejčí, 2018). 
▪ On the 4th of March 2019 the European Commission published the “Circular Economy Action Plan” report, in a 
constructive effort to reshape the world’s economy, by “paving the way towards a climate-neutral, circular economy”, 
where ideally there will exist no more pressure “on natural and freshwater resources”, since new and improved solutions 
will be found in due time in order to preserve the ecosystems (Korhonen et al., 2018; European Commission, 2019).

“Green competition”

▪ In the green competition the components of the promotional mix take into consideration the following issues: the 
position of the company in the market hierarchy; the people involved – namely, the clients and the human resources in 
the organizations; the budget; the time period during which the campaign will take place; the type of product or market 
the companies are addressing to; the strategy intended to be used; the stage of consumers’ openness to the products 
soon to be sold as well as their preparation – namely, their degree of understanding, their studies, their knowledge, their 
particular needs; and the stage in the product life cycle (Bhatti et al., 2011; Ortega-Reyes et al., 2018). 
▪ In the green competition the components of the promotional mix are similar to other forms of competition, but 
they are also strongly connected to sustainability and responsibility towards the environment: the first step takes into 
account identifying the target audience; the second step takes into consideration setting the objectives of the promotion 
campaign; the third step stresses the necessity of designing a suitable message, usually with reference to sustainable 
innovation, capable to emphasize the creative nature of the goods and services, and, in the same time, the equilibrium 
brought into the individuals’ lives by deciding to purchase those particular goods and services; the fourth step shows 
the importance of selecting the means used to transmit the message, which needs to be corroborated with the fifth step 
which addresses the idea of establishing the budget, especially since promotion is indeed one of the most expensive 
stages that enterprises are bound to consider; the sixth step implies choosing the promotional mix, which in nowadays 
society also considers aspects such as the companies’ different forms of capital, among which the most well-known 
and important ones are human and intellectual capital; the seventh step arises from the need of checking how well 
designed were the companies’ interventions on the marketplace, fact that automatically implicates the evaluation of the 
effectiveness of the promotion (Chen, 2013; Clement, 2013; Biological Diversity, 2018; Ferreira et al., 2019).

“Green consumer”

▪ Nowadays, the market has imposed the appearance of a new type of consumer: the green consumer. Under these 
circumstances, the green consumers are those economic agents operating on the same market as the rest of the economic 
agents, each aiming to achieve their objectives by taking into consideration not solely their own interests but also those 
that reside from the interaction with our planet or the less privileged people/countries on the planet (Ajzen, 1991; Ajzen 
& Fishbein, 1980; Popescu, 2017; Popescu & Popescu, 2018a). 
▪ Moreover, the approaches to sustainable and responsible entrepreneurship, with references to creativity, innovation 
and intellectual capital – as drivers for organizations’ performance, emphasize the fact that competitive relations should 
drive manufacturers towards elements such as: technical progress, lower costs and prices, increase the quantity, quality 
and diversity of economic goods. In this manner, green consumers have the power to encourage producers worldwide 
to improve their distribution systems and put their selling and promoting strategies to a better use (Popescu & Popescu, 
2002; Rajiani & Kot, 2018; Sebestova et al., 2018a).

“Green movement”

▪ The green movement is a powerful concept in today’s society, which focuses on the complex relationships that are 
specific to both the market and the competition between all the economic agents, in the context in which all these 
relationships are carried out in a complex social environment that affects our planet directly and indirectly and to a 
greater or lesser extent (Bergset, 2015). 
▪ The green movement has already become a defining part nowadays’ competitive environment, having numerous 
elements that are being dynamic and interdependent, and which are seeking the most appropriate ways of functioning of 
the market as well as the welfare of consumers (Chie & Chen, 2014). 
▪ In the same time, the green movement has seriously influenced the competitive nature of individuals and the manner 
in which the relationships between the economic agents and the environment are evolving. Under these circumstances, 
it can be easily noticed that the green movement strives for correct and normal forms of competition, which favors 
economic progress and fights for eliminating discrimination and abuse between market agents. Hence, the correct 
competition aims to ensure the good performance of the market functions, creating a place in which consumers are 
protected and their well-being is taken into consideration. In opposition, the incorrect competition tends to be seriously 
criticized by authorities and punished with the aid of strict laws and regulations, because it acts as an inhibitor for the 
economic progress, when, for instance, the overall economic performances of the producers or sellers are leading to 
abuses, discriminations and certain forms of favoritisms, being somewhat independent of the quality and efficiency of 
the goods and services offered to the consumers (Albors-Garrigos et al., 2014).

continued on following page

 EBSCOhost - printed on 2/8/2023 5:45 PM via . All use subject to https://www.ebsco.com/terms-of-use



80

Approaches to Sustainable and Responsible Entrepreneurship
 

attentively connected to economic and social sustainability as well as to responsibility and concern for 
both our society and the future of our planet. Under these circumstances, this section is twofold, focus-
ing, on the one matter, on ““Green competition” and the challenges of circular economy” and also, on 
the other matter, on “Sustainable and responsible entrepreneurship in the Green Era”.

“Green Competition” and the Challenges of Circular Economy

At a first glance, individuals, companies, administrations or countries have numerous categories of 
interests – besides those of possessing goods, money, or wealth in abundance, such as, for example, 
the purpose of doing good in society, the scope of protecting the people in need or the disadvantaged 
categories of population, the target of preserving nature and biodiversity, or of preserving the future 

Key Concepts Main Characteristics

“Green economy” 
“Green labels” 
“Green labels” 
“Green performance” 
“Green prices” 
“Green profits” 
“Green promotion”

▪ Green performance, green prices, green profits as well as green promotion, should be analyzed alongside with the 
demand and supply on the market economy, since they all represent essential features in the competition process, which 
is reflected both in the case of price formation and in the behavior of all the participants in market exchanges (Mfune et 
al., 2016). 
▪ Green performance, green prices, green profits and green promotion have the power to create and encourage green and 
sustainable competition, which will lead to responsible actions on the marketplace. Thus, green completion will become 
the new regulator of the market, satisfying in this manner the needs of production or consumption, on the one hand, and 
the necessity of obtaining profit and long-term satisfaction, on the other hand (El Bilali, 2019). 
▪ Therefore, the market is considered primarily the economic space in which the demand and supply of goods meet, 
whose actors are the buyers and sellers of goods and services (Maximova et al., 2019; Shanmugam et al., 2018).

“New smart 
community 
movement” 
“Smart and resilient 
cities”

▪ It is difficult to provide a definition for smart cities, since this concept is associated with specific improvements 
brought to urban areas by means of technology, which, in turn, finds itself in continuous motion: 
     o Coe et al. (2001) place the existence of smart cities in the context of the new smart community movement which 
appeared as a result of the severe economic, social and political transformations specific to the new economy and new 
governance structures, explaining the emergence of smart communities due to “the rise of city-regions and the new 
prominence of citizen engagement”, which implicates that the “community-based models of governance must be built on 
what we call “collective intelligence” (CI)”. 
     o Giffinger et al. (2007) defines smart cities the ones that are characterized by regional competitiveness, possessing 
transport and Information and Communication Technologies economics, having access to natural resources, being 
focused on human, intellectual and social capital, where the citizens are actively involved in the governance process of 
their cities and where the quality of life occupies a top priority for authorities. 
     o Caragliu et al. (2009) describes smart cities in the context of “urban performance”, stressing that creativity, 
innovation and intellectual capital are potential main triggers for “the quality of and dedicated attention to the urban 
environment, the level of education, multimodal accessibility, and the use of Information and Communication 
Technologies for public administration”, especially when “are all positively correlated with urban wealth”. 
     o Smart Cities Council (2019) – organism that operates under the motto “Livability, Workability and Sustainability”, 
outlines that smart cities are those cities that have “digital technology embedded” across all their functions. 
▪ In our opinion, the creation and evolution of the competitive environment involves also the existence of smart 
communities and cities, characterized by clear, transparent, supervised and operative rules, in the general context of 
public-private sectors collaboration, on the principles of permanent cooperation and collaboration between all economic 
agents and which targets a healthy life and a clean environment for all, also by the aid of all the benefits brought by the 
use of Information and Communication Technologies. In addition, the authors believe that in the smart cities as well as 
in the smart communities, private property is still the determining vector of the competitive environment, especially if 
supported by the benefits brought by the use of Information and Communication Technologies for public administration: 
     o Moreover, private property represents the general support of competition based on free initiative, wealth, and a set 
of opportunities available to families, firms, governments and society as a whole. 
     o Furthermore, nowadays competitive business environment is influenced not only by the structure of the private 
property, but also by the new trends belonging to the economy based on information, creativity and knowledge. 
     o All in all, nowadays competitive business environment must focus on the following objectives: implementing 
correct and rigorous regulation, being particularly attentive to intellectual property and the protection of all its particular 
forms, namely software, patents, trademarks – such as production and trade, brands, copyright, industrial secrets, and 
know-how and so on and so forth.

Source: the authors

Table 1. Continued
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generations’ rights to a good life quality. However, it seems that, one way or another, individuals, com-
panies, administrations or countries are ultimately predisposed to their personal interest, especially the 
ones of maximizing the amount of money and goods possessed or managed. In this context, the idea of 
becoming more and more competitive arises from the natural tendency of people to own as much power, 
goods and money as possible, which leads automatically to the state in which individuals, companies, 
administrations or countries find themselves in situations in which they are, in fact, in fierce competition.

It is important to bear in mind that competition does not have a generally accepted definition, given 
the fact that its meaning differs depending on the context. However, for instance, from an economic 
point of view, competition is closely related to the marketplace, the supply and demand, as well as a 
set of economic exchanges, and it is due to occur when the laws promote, on the one hand, freedom in 
entering a market and, at the same time, there are more alternative producers and sellers on that market. 
By drawing on the concept of competition, specialists have been able to show that it represents a spe-
cific behavior belonging to different subjects or property agents – independent of each other in terms 
of assets, management autonomy and decision-making mechanisms, which enter into different types of 

Table 2. Regulating competition: supporting sustainable and responsible entrepreneurship, and encour-
aging creativity, innovation and intellectual capital for organizations’ performance

Key Concepts Main Characteristics

In the new economy, regulations able 
to support sustainable and responsible 
entrepreneurship, and encourage creativity, 
innovation and intellectual capital for 
organizations’ “green performance” are based 
on:

     • A set of measures called to enforce correctness, fairness in creating and promoting 
specific products as well as sustainable competition (Holban et al., 2017; Naidoo & 
Verma, 2019); 
     • A set of measures called to make sure that the buyer will not be deceive on the 
price and quality of the goods and services by means of false advertising or labeling 
(Popescu, 2019e; Popescu, 2019f); 
     • A set of measures called to prevent buyers not to act according to the laws of the 
economic market, while considering the supply, the demand and the price (Popescu & 
Popescu, 2000); 
     • A set of measures called to prevent buyers not to refuse the sale of the available 
goods and to avoid, in this manner, the possibility that they might come to abuse their 
position (Acosta et al., 2016); 
     • A set of measures called to show under which circumstances the goods and 
services might be sold at a loss only under certain conditions, in order to avowing 
illegal and illicit forms of competition, such as the ones based, for example, on 
dumping prices (Arru et al., 2019).

In the new economy, regulations able 
to support sustainable and responsible 
entrepreneurship, and encourage creativity, 
innovation and intellectual capital for 
organizations’ “green performance” are highly 
needed in order to:

     • To ensure the competition’s correctness and fairness traits, and, in the same time, 
to encourage the correlation between the force exerted by entrepreneurs and social 
responsibility / corporate social responsibility (Popescu & Popescu, 2019). 
     • To prevent situations when the producers / sellers are extremely powerful 
economic agents, thus being capable to realize their interests to the detriment and on 
the account of other economic agents – especially of the consumers (Popescu, 1997). 
     • To completely avoid the cases in which anti-competitive agreements are made / 
signed (for example, cartels – a specific form of illegal and illicit form of competition), 
due to the fact that the economic agents participating on the marketplace seek to gain 
advantages to the detriment of other competitors (usually less powerful and smaller 
ones), ultimately affecting the equilibrium of the market economy and the consumers of 
goods and services (Chowdhry et al., 2019).

Competition, as a system of relations of 
cooperation and competition between 
economic agents, capable to sustain “green 
performance” is based on:

     • Common and formal and informal rules (Popescu et al., 2017b); 
     • Freedom of actions carried out within limits imposed by specific regional, national 
and international regulations (Pilotti, 2018).

Source: the authors
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relationships with other agents – such as, for example, mutual-beneficial relationships, collaborative and 
competition relationships, in order to achieve their goals and interests.

This vision is supported by the view according to which, first of all, competition stems from the 
limited nature of resources – when referring, for example, to producers, buyers, administrations and 
national economies, and second of all, competition outlines the expression of the free initiative of sell-
ers and buyers, in the cases in which these economic agents seek to obtain the best conditions (namely, 
production, sale, purchase) in order to gain advantages that ultimately reside in either increasing the 
wealth of individuals, entities or even countries or reducing, at least, the risk and losses when these are 
inevitable in limit situations. In economics, competition is primarily described as a defining part of all 
the economic agents’ lives and basic activities, due to its capacity to stimulate, on the one matter, their 
predisposition to risk and, on the other matter, their spirit of facing given challenges. Also, it should 
be added that competition is a strong driver when it comes to enhancing economic agents’ initiative, 
creativity, and responsibility, through which each pursues his own interest. In addition, competition is a 

Figure 3. Stages and strategies in competition – understanding the marketplace
Source: the authors

Figure 4. Green competition and the challenges of circular economy
Source: the authors
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form of free choice initiative which proves to be an essential feature of the market economy especially 
in the context in which it exists when there are more alternatives on the marketplace.

It has become common place to consider competition a natural and objective phenomenon that can be 
acknowledged as always present in the surrounding world since it represents the rivalry symbol between 
the economic agents that interrelate in the market economy. Generally, until recently competition was 
almost non-existent in many countries and fields of activity, but in the recent decades it has not only 
intensified due to globalization, modernization and internationalization, but it is also no longer limited 
between companies, but rather to whole group of companies competing with other similar chains of 
rival enterprises.

With the aid of the factors specific to competition, the producers obtain both the prices and the de-
sired profits, while the consumers have the possibility to satisfy their needs, constantly having access 
to a wide range of goods and services. For example, in a specific region or country competition can be 
considered as being strong as prices fall, while the demand for these products increases (Islam, 2017; 
Kluczek, 2017).

In consequence, some economic agents succeed on the marketplace, becoming winners at one mo-
ment in time and role models for the rest of the economic actors, while others lose, becoming examples 
of what the rest of the economic actors should not do.

Nonetheless, even if the economic agents are able to obtain positive results or not during their com-
petitive activities and actions, it should be noticed that, overall, the economic efficiency is stimulated 
in our society, mainly by encouraging the entrepreneurial spirit as well as by augmenting other types of 
human behavior, such as innovation, creativity, responsibility and sustainability, in all forms and at all 
levels, thus managing the saving of limited resources and the increase in the level of economic prog-
ress and growth. Moreover, it seems that under the competition conditions, the economic efficiency of 
both the producers – which target the maximization of the profit, and the consumers – which target the 
maximization of the satisfaction, increases. Furthermore, there seems to be a common ground between 
the laws of physics – that tells us that matter is not created and not destroyed, but only transformed, and 
the laws of economics – that show us that competition is being neither created, nor destroyed, it only 
has the capacity to transform, since competition and competitiveness facilitate the appearance of goods 

Figure 5. Competition – specific characteristics in the new economy
Source: the authors
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and services from one area, in another area (Śmigielska & Oczkowska, 2017; Tilloy et al., 2012; Foschi 
& Bonoli, 2019).

Thus, even though competition gives consumers the freedom to choose the best goods and services 
their money can buy and, in the same time, to meet their needs at a higher level, nonetheless, it also 
has negative consequences, attracting some unwanted side effects, such as: (a) trying to reduce costs 
by reducing wages, (b) reducing expenditures needed to protect the environment, or (c) creating poor 
quality goods (Grundmann, 1989; Hao et al., 2019). Moreover, competition has certain formal and / or 
informal rules, being socially regulated and supervised by both the authorities and civil society, in order 
to prevent border situations in specific cases among can be mentioned the following ones, namely: (a) 
the sum of free and perfectly rational individual behaviors can lead to irrational social situations; (b) 
unsupervised and unregulated competition can self-destruct if some of its agents have the power to distort 
the competition mechanism; and (c) there is no connection between the power of an organization and its 
social responsibility (Li et al. 2018; Januškaitė & Užienė, 2018; Jianzhong et al., 2018).

It seems that at a global level, the specialists’ main concerns revolve around economic growth sup-
ported by sustainable development and responsible entrepreneurship as well as economic power and 
maximized profit obtained by way of “green competition” – the new and essential factor of competitive-
ness in the Green Era. Under these circumstances, management becomes one of the strategic instruments 
of the “green competition”, in the context in which it must perform simultaneously various new and / 
or improved functions, namely:

Sustainable and Responsible Entrepreneurship in the Green Era

The authors believe that innovative and creative strategies represent the key to sustainable and responsible 
entrepreneurship in the Green Era. Under these circumstances, innovation within the entrepreneurial 
system is focused on the strategic belief that the entrepreneur is the one seeking change, managing 
opportunities, engaging in creative and groundbreaking actions that will change the low productivity 
areas of the organizations into high efficiency and high productivity ones (Januškaitė & Užienė, 2018; 
Jianzhong et al., 2018).

However, innovation is associated with risks, since failures may occur while taking certain decisions 
or while transferring from the less advanced technological systems to more advanced ones – namely, 
the ones based on intelligent capital, artificial intelligence, robotics, and so on and so forth (Bhatti & 
Zaheer, 2014).

Even though sustainable and responsible entrepreneurship in the Green Era implicates taking and 
assuming specific risks that are, in fact, considered to be part of the way to progress, specialists consider 
that even the moderate success of an innovation might generate sufficient profits in order to encompass 
the risks or the potential losses that could have occurred without taking steps forward rather than stand-
ing still. That is the reason why the sustainable and responsible entrepreneurship in the green era seeks 
to create a balance between the typical characteristics of any innovation, which might be successfully 
attributed also to “green innovation”, as follows (Popescu & Popescu, 2018b; Popescu, 2018a; Li et al. 
2018):

• Firstly, excellence in innovation addresses the case of sustainable and responsible entrepreneurship 
in the Green Era, which revolves around the concepts green performance and green innovation.
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• Secondly, systematic innovation focuses on the thorough analysis of the organizations’ the op-
portunities that might arise when taking the changes and risks specific to managing new, creative 
and innovative projects.

• Thirdly, excellence in innovation should automatically aim at the organization’s supremacy on the 
marketplace, which will empower the entrepreneur to strive in becoming more successful than the 
fellow competitors.

• Fourthly, innovation initiated on a small scale is rather simple and concentrated yet implicating 
novelty, which means that the entrepreneurs need little money, less effort and fewer people for 
their projects, since they seek to address to a smaller market.

• Fifthly, innovation is conceptual and perceptual, which might also be an attribute of excellent 
innovation, since it implicates the entrepreneurs’ capacity to foresee the future, to envision the 
objectives and listen to the marketplace critical signals.

Table 3. Management – one strategic instruments of “green competition”: main characteristics in the 
circular economy

Key Concepts Main Characteristics

Opened leadership In “green competition” it occurs in the cases of opened competition, expressing a form of direct contest with 
the environment and indirect contest with the competitors (Aldieri & Vinci, 2018; Torfing & Sørensen, 2019).

Closed leadership
In “green competition” it occurs in the cases of closed competition, expressing a form of contest in which 
competitors are directly committed to become better than their fellow rivals, which means that while some 
competitors win, the others loose (Choi & Qi, 2019; Blanc et al., 2019).

General remarks: In “green competition”, the opened or closed character of the competition is given by the degree of restrictions 
and constraints that characterizes the competitive environment, which leads us to the idea that an environment with a high degree of 
constraints, the economic agents will automatically experience great difficulties in reaching their desired goal, while the number of 
competitors will be small, and overcoming the environmental restrictions will no longer be a burden, since “green competition” is keen, 
in fact, on protecting the environment and its sustainable features (Eurostat, 2018a; Ferreira Gregorio et al., 2018).

Tactical leadership

In “green competition” is carried out on a relatively stable economic background, unlike in other forms 
of classical competition, influencing key components of the economic business environment, such as: 
consumption needs; general economic, political, social and demographical conditions; human resources – 
with an accent on human capital and intellectual capital; information and technologies resources; legislation; 
and so on and so forth (Xie et al., 2017; Eurostat, 2018b; Eurostat, 2019a; Eurostat, 2019b).

Strategic leadership

In “green competition” is carried out on a relatively stable economic background, unlike in other forms 
of classical competition, influencing key components of the economic business environment, such as: the 
implementation of major legislative changes with a positive impact on the entrepreneurial activities as well 
as on the life on our planet; the discovery of new techniques and technologies with a positive impact on 
the entrepreneurial activities; the implementation of strategic steps capable to avoid crises and wars at a 
global level, since all individuals have common goals such as the well-being of others, biodiversity, safety, 
abundance, preservation of resources for the future generations to come; the implementation of strategic steps 
capable to enhance discoveries of new resources, such as, for example, new mineral deposits large enough 
to influence the demand-supply balance in a certain branch and improve our life quality, life expectancy and 
account for the scarce resources in some regions or countries; and so on and so forth (Rauf et al., 2018; Salas 
Herrero et al., 2018).

General remarks: In “green competition”, ensuring success in terms of tactical and strategic leadership requires different approaches as 
well as strong managerial qualities, due to the fact that, on the one matter, tactical “green competition” implies accumulation of positive 
experiences, strong-will, tenacity and prudence, stability in the application of proven correct and reliable methods, while, on the other 
matter, strategic “green competition” involves creativity, innovation, initiative, courage, risk, desire to empower the human resources and 
the intellectual capital of the organizations, courage to live behind the patterns that are no longer adequate, showing critical behavior as 
well as visionary desire (Science Communication Unit & Directorate-General for Environment (European Commission), 2017; Wang et 
al., 2019).

Source: the authors
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• Sixthly, innovation takes also into consideration the need as well as the necessary determination 
to get engaged in changing patterns as well as values, while focusing on: (a) the economic char-
acteristics of a product, market, sector, region or country; (b) the innovation strategies belonging 
to the past entrepreneurial behaviors that were good but in different occasion; (c) the willpower to 
transform the obsolete products or services into new, modern, better and improved ones by trans-
forming their purposes, utility, value and economic characteristics.

CASE STUDY: FOCUS ON ROMANIA AND THE INESTIMABLE 
POWER OF CREATIVITY, INNOVATION AND INTELLECTUAL 
CAPITAL AS DRIVERS FOR ORGANIZATIONS’ PERFORMANCE

In this section, the focus shifts to the case of Romania – a member state of the European Union, due to 
the authors’ strong belief that creativity, innovation and intellectual capital have an inestimable power 
in the New Economy, thus representing strong drivers for the Romanian organizations’ performance.

Additionally, it is considered that competition in the New Economy becomes an economic, social 
and political instrument that promises, targets, but also ensures comfort, well-being and success for 
individuals, managers, society, and environment (Bhatti & Zaheer, 2014; Popescu & Popescu, 2018b).

Moreover, in the case of Romanian organizations, the economic agent seeking competitive advan-
tages depending on their own activity and striving for success and economic growth opportunities will 
act permanently concerned about satisfying in higher conditions the consumption needs of their clients, 
while maximizing the profit and minimizing the environmental risks (Popescu, 2018a; Li et al. 2018).

Furthermore, in order to cope with the competition, the Romanian organizations should focus on 
specific competitiveness instruments, such as quality improvement, cost reduction, supply renewal, 
consumer benefits, advertising – with an emphasis on informing customers as well as giving transpar-
ency to the goods and services sold on the market, and alliances between companies – with a particular 
interest in foreign competitors, yet having in mind to protect the internal market (Januškaitė & Užienė, 
2018; Popescu, 2019a ; Popescu, 2019b).

Nevertheless, an inclusive model for Romanian organizations should take into account the inesti-
mable power of creativity, innovation and intellectual capital as drivers for efficiency, performance and 

Figure 6. Sustainable and responsible entrepreneurship in the Green Era with the help of innovation 
strategies
Source: the authors
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excellence, and should take into consideration some of the most important factors that contribute to the 
competitiveness of an organization, namely: (a) value for money; (b) natural and/or economic resources; 
(c) price of the products or services; and (d) quality of the product or service (Jianzhong et al., 2018; 
Popescu, 2019c; Popescu, 2019d).

SOLUTIONS AND RECOMMENDATIONS

The idea of finding solutions and recommendations for the approaches to sustainable and responsible 
entrepreneurship discussed in this research paper, while also addressing the business opportunities offered 
by creativity, innovation and intellectual capital as drivers for organizations’ performance, indicates a 
need to understand the various perceptions of sustainable environment and ecological actions that exist 
among specialist.

This paper seeks to offer some remedies to the problems faced by entrepreneurs while being challenged 
in their daily business routine by the ideas of sustainable environment and ecological actions, in the at-
tempt to present some viable strategies capable to improve both their businesses and individuals lives:

Step 1: By changing the function previously performed by certain products or services in order to meet 
the new environmental requirements, entrepreneurs should create in their businesses new and better 
products that have utility for the customer, giving the customer the opportunity to meet their needs.

Step 2: By changing the function previously performed by certain products or services in order to meet 
the new environmental requirements, entrepreneurs should make use of the pricing system in order 
to show the consumer that by acquiring the products they are not only investing in their well-being, 
but also in the future of their planet, which gives the customer the opportunity to pay exactly what 
is value for him and the environment, and not what reflects the costs of the suppliers.

Step 3: By changing the function previously performed by certain products or services in order to meet 
the new environmental requirements, entrepreneurs should bring strength to the reality of the cus-

Figure 7. Inclusive model for Romanian organizations and the inestimable power of creativity, innova-
tion and intellectual capital as drivers for efficiency, performance and excellence
Source: the authors
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tomer, which is most often different from that of the manufacturer, meaning that the values of the 
customer are represented by the products themselves.

Step 4: By changing the function previously performed by certain products or services in order to meet 
the new environmental requirements, entrepreneurs should avoid market failures and show con-
cern for competition regulation, since the market is the best mechanism for allocating resources, 
minimizing costs.

FUTURE RESEARCH DIRECTIONS

The future analysis of the impact of the approaches to sustainable and responsible entrepreneurship should 
be focused on different forms of market failure, starting from the following major ideas: market failure is 
not an interdependent result that might occur in an economy, but a correlated outcome that was generated 
by the interaction of all economic agents; market failure ultimately lead to erosion of consumer welfare.

Also, starting from the idea that competition represents a condition and a guarantee of progress, future 
analysis of the impact of the approaches to sustainable and responsible entrepreneurship should take 
into consideration the benefits as well as the opportunities brought by modern market economy, based 
on maintaining the principle of freedom of competition between those who practice the same activities 
and pursue common or similar purposes.

CONCLUSION

Under the conditions of globalization and economic integration, competition becomes much stronger, 
yet offering the economic agents the opportunity to have access to mutual benefits if dealt with properly. 
In addition, in the case of sustainable and responsible entrepreneurship, economic integration facilitated 
the development of economic interdependencies between states, through forms and methods that are 
capable ensure: businesses growth and continuity; and deep economic exchanges.

All in all, it should be stated that freedom of competition has its limits in honest and sustainable 
commercial practices, which automatically implies that all economic agents are obliged to respect a 
minimum of morality in order to enforce the loyalty characteristic to competitiveness. Moreover, the 
increasing frequency of abuses and anticompetitive commercial forms in the daily struggle for economic 
power, market domination and performance supremacy, has made the issue of respecting and defending 
real competition subject to numerous legal, sustainable, and environmental-friendly regulations and 
procedures. Furthermore, competition regulations have the power of reducing business risks, on the 
one matter, and of facilitating entrepreneurs the possibility to make clean profits and be part of “green 
performance” processes, on the other matter.
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KEY TERMS AND DEFINITIONS

Green Competition: A specific form of competition that is focused on the ecological side of the 
companies’ strategies and that refers to a green promotion strategy of the companies’ goods and ser-
vices, which is focused on achieving precise entrepreneurial objectives, based on the organizations’ 
promotional mix.

Green Consumer: Focuses on the competitive market economic laws that state that the limited 
resources to meet individual and social needs must be efficiently used, while the market should be 
regulated by authorities in order to stimulate production so that the behavior of producers becomes less 
oriented towards maximizing profit and more dedicated to optimizing consumption and maximizing the 
satisfaction of consumer needs, in accordance with the environment restrictions and regulations.

Freedom of Competition: Has its limits in honest and sustainable commercial practices, which 
automatically implies that all economic agents are obliged to respect a minimum of morality in order to 
enforce the loyalty characteristic to competitiveness; the increasing frequency of abuses and anticompeti-
tive commercial forms in the daily struggle for economic power, market domination and performance 
supremacy, has made the issue of respecting and defending real competition subject to numerous legal, 
sustainable, and environmental-friendly regulations and procedures; competition regulations have the 
power of reducing business risks, on the one matter, and of facilitating entrepreneurs the possibility to 
make clean profits and be part of “green performance” processes, on the other matter.
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ABSTRACT

Addressing sustainable development and societal challenges have been placed at the heart of all govern-
ment priorities, detachedly of country stage of development, as a mean to achieve prosperity through 
social cohesion and equality. In this setting, entrepreneurship appears to be a powerful tool to encompass 
economic, social, and environmental goals, particularly when sustainability oriented. Sustainability 
oriented entrepreneurs (henceforth SEO) are still focused in profit maximization strategies combined 
with environmental respect and social inclusion and rely on a firm-based entrepreneurship initiative 
integrating the triple bottom line. The chapter aims to understand the role of culture (culture and social 
norms) on SEO activity among several countries, along with gender heterogeneity. Specifically, the study 
determines the moderating effect of (national) culture on SEO. The study uses a logistic regression and 
the Global Entrepreneurship Monitor (GEM) database from 2015, with information of 60 countries.
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1. INTRODUCTION

Innovation is a priority for companies and countries and both of them pursue strategies to stimulate 
innovative and entrepreneurial activity, since its impact on economic development and sustainable 
growth is widely recognized. However, being innovative is a challenge that requires the adoption of 
innovation practices and change of mind-set. A part from industry and business fields, innovation and 
entrepreneurship are also keen at country level since it contributes to achieve competitive advantage 
(Porter, 1990). But countries reveal diversity concerning context and practices, which could indicate 
that innovation is pursued differently since several factors influence the propensity to innovate and act 
more entrepreneurially.

Along with sustainability orientation, also gender equality is being taken at the core of private and 
public strategies aiming to cultivate more inclusive and innovative societies and ensure gender diversity 
as a mean to foster innovation and competitiveness in business (Adema et al., 2014; p.9). At least, in 
some developing economies, despite the attainment of opportunities parity, as showed by Parker (2009), 
business opportunities and entrepreneurial initiative are not wet equalized among men and women un-
derlining the gender gap among labour market (Kelley et al., 2017). The global economic pressures are 
pushing countries to be strongly committed to entrepreneurship strategies to endorse employment and 
innovation (Ennis, 2018) but the empowerment of women is not partaking equally when compared to 
male counterparts. Consequently, gender challenges need to be addressed, along with other constrains 
towards entrepreneurial activity, as the role of context and social environment.

Although entrepreneurs starting sustainable practices have emerged some decades ago, most contribu-
tions are just conceptual and theoretical. To the best of our knowledge, the role context on entrepreneurial 
activity through the lens of gender hasn’t been addressed yet in prior studies.

Hence, exploring the role of context on gender and sustainability entrepreneurial orientation activity 
constitutes a very attractive case for three key reasons: (i) women’s entrepreneurial activity is a recent 
research stream, under-discussed in the academic literature moreover the specific case of SEO, (ii) the 
role of context towards entrepreneurial activity, especially on women’s self-employment pathways needs 
to be clarified along with sustainability orientation, (iii) regional policies among women entrepreneur-
ship could be an open floor for future policy development.

In this line, Global Entrepreneurship Monitor (GEM) recently launched the Global Entrepreneurship 
Monitor on Women’s Entrepreneurship 2016/2017 Report were female Total Entrepreneurial Activity 
(TEA) was accessed through several factors. The last results surprisingly shows that among 63 economies 
(out of 74), the overall female Total Entrepreneurial Activity (TEA) rates have increased by 10% and 
the gender gap (ratio of women to men participating in entrepreneurship) has narrowed by 5% (Kelley 
et al., 2017). This comes in line with previous reports, which showed an average increase in female TEA 
rates of 7% and a narrowing of the gender gap by 6% over the prior two-year period, revelling a positive 
trend on women’s entrepreneurship.

On the other hand, the GEM report of 2015, focused on entrepreneurial initiative with social and 
environmental purposes, due to the leading importance of this new topic, connected to the Sustainability 
and Cohesive Growth promoted by the OECD, the World Bank and the European Commission, offers 
a global perspective entrepreneurship to cohesive growth.

The study uses a logistic regression and the Global Entrepreneurship Monitor – GEM – database 
from the year 2015, with information of 60 countries (described in the appendix – Table 1). GEM is the 
largest survey-based study on entrepreneurship around the world and allows an annual assessment of 

 EBSCOhost - printed on 2/8/2023 5:45 PM via . All use subject to https://www.ebsco.com/terms-of-use



98

The Context Facets of Sustainability Entrepreneurial Orientation (SEO) Through the Lense of Gender
 

entrepreneurial activity phenomenon worldwide, particularly on a longitudinal perspective. The report 
Creating an Innovative Europe suggests “need for Europe to provide an innovation friendly market for 
its businesses” (Aho, Cornu, Georghiou, and Subirá, 2006) shedding the light on context’s role.

The chapter objective is to appraise the influence of context on SEO activity among several countries, 
along with gender heterogeneity. Several implications from both theoretical perspective (new studies 
devoted to understanding the role of context on entrepreneurship) and practical (providing insights for 
governmental policies and positive discrimination towards desirable initiatives) are expected with the 
present study.

The article is structured as follows. After the introduction, sections 2 and 3 are devoted to concep-
tual framework and methodology used in the empirical part is detailed. Section 4 provides the results 
and discussion. Finally, section 5 presents the main conclusions of the study along with limitations and 
future research lines.

2. RESEARCH FRAMEWORK AND HYPOTHESES

2.1. Literature Review

2.1.1. Entrepreneurship and Gender

The emergence of different visions of entrepreneurship research field is justified mostly by its recogni-
tion as a relevant contributor to employment, innovation and economic growth (Kelley et al., 2017). As 
a consequence, different research streams are emerging, as those devoted to women’s entrepreneurship 
(Gupta and Bhawe, 2007).

According to United Nations’ Sustainable Development Goals (SDGs) empowering women in central, 
implying a strong normative dimension, particularly when it is possible to recognise cultural patterns 
around the world related to employment. Additionally, other socio and political circumstances could be 
taken as explanatory dimensions for entrepreneurial activity.

The last Report of GEM, highlights that in 49 economies, there are 7 women entrepreneurs for every 
10 men, and, only in 6 countries there are equal rates of entrepreneurial activity (starting a business) 
between women and men (Bosma and Kelley, 2019; p.11). Therefore, boosting entrepreneurial activity 
needs to be addressed differently when it comes to gender.

Heilman (2001) considerers gender stereotypes can impact deeply on individuals’ career intentions. 
Recent reports evidence that the number of women involved in business activities has been rising, con-
tributing to change the vision about a ‘underutilized’ working force. Prior studies consider males more 
entrepreneurial when compared to women when it comes to entrepreneurial initiatives (Fellnhofer and 
Puumalainen, 2017) but the gender issue can considered as the only influencer of entrepreneurial behav-
iour. As mentioned before, entrepreneurship is a tool that contributes to balance opportunities and provide 
options on employment landscape, particularly on those regions with low-income struggling from lack 
of equal opportunities and social exclusion (Pines, 2010). In such cases, self-employment is particularly 
relevant for women who struggle to find employment because of limitations imposed by education, age 
or social marginality. The authors also found in low-income countries the prevalence of ‘‘necessity’’ 
entrepreneurship and ‘‘push’’ factors in women’s entrepreneurship grounded by inequality and exclu-
sion in women’s entrepreneurial inferiority. For Klyver et al. (2013) perspective, self-employment can 
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be assumed to represent an act of disintegration for both men and women but for when women’s choose 
to follow this career option it is seen as particularly disintegrated. The work of Hossain et al. (2009) 
supports this vision by considering that women’s face barriers along their employment or developing 
self-enterprises. Additionally, more educated and skilled women might be successful in self-business, 
but in other hand, they find it difficult to obtain jobs because of gender discrimination and stereotyping 
(Hossain et al., 2009). For this reason, we propose the following hypothesis:

H1: Women are less prone to start up a business. 

This goes in line with Liñán (2008) who advocates that for entrepreneurs to be successful, they must 
develop certain skills and abilities such as leadership and communication, innovation and networking. 
This perspective suggests that education can be an enabler of entrepreneurial initiative, being therefore 
a potential mean to overcome gender gaps. In this vein, Raghuvanshi, Agrawal and Ghosh (2017) men-
tion that lack of education, experience and training opportunities among the women entrepreneurs is 
the strongest barrier among all.

Therefore, we expect that positive effect education influences entrepreneurial activity in general and 
may work as a vehicle to erode gender gaps.

H2: Education raises the probability to become entrepreneur.

2.1.2. Entrepreneurship and Context

As defended by Toutain, Fayolle, Pittaway, and Politis (2017) the context plays a role of positive influ-
ence on the development of learning initiatives in entrepreneurship meaning that entrepreneurs more 
engaged in their environment tend to develop critical analysis skills which lead them to develop pioneer-
ing and innovative activities. To overcome education and experience limitations, early socialization, role 
modelling and familiar context revealed to act as motivation source to start a business. For those women 
that have less experience and training than male entrepreneurs, their family may necessarily serve as 
a training ground, preparing these women to act in a business environment (Gundry & Welsch, 2001). 
Therefore, we posit the following hypothesis:

H3: Knowing other entrepreneurs will raise the probability to become another.

Entrepreneurs are enterprise builders, therefore risk talkers. Several studies show that those who 
are less risk-takers and feel more fear to fail are less involved in entrepreneurial activity. In this setting, 
Minniti and Nardone (2007) argues that women’s barrier to start a business are the fear of failure and 
the inability to identify opportunities.

H4: Fearing failure will deter entrepreneurial endeavours

2.1.3. Entrepreneurship and Country Stage of Development

In general, opportunities arise from changes in the context in which individuals operate. According to 
Gast, Gundolf and Cesinger (2017) sustainable entrepreneurship has become an important associate field 
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of research in academia, and has been placed centrally in global societal discourses. Although environ-
mental and sustainable concerns are not new, only recently the concept of “sustainable entrepreneurship” 
has been discussed, therefore the concept itself is still evolving. Following the authors conceptualization 
about sustainable entrepreneurship as the process of recognizing and pursuing opportunities that reduce 
a business’s impact on the environment with benefits for society, Meek, Pacheco and York (2010) advo-
cates that context has an influence on the founding rate of environmentally responsible new ventures. In 
addition, Kuckertz and Wagner (2010) interconnected entrepreneurship to sustainable development and 
posit that more innovative and environmentally friendly countries will positively influence sustainable 
entrepreneurial orientation of individuals. Therefore, we posit the following:

H5: SEO intensity promotes entrepreneurial initiative
H6: Higher standards of development enhance entrepreneurial orientation, and in particular with sus-

tainability purposes.

3. METHODOLOGY

3.1. Data and Methods

In order to discuss the role of context in entrepreneurship and the existence of gender gap, the study 
contemplated one dataset from GEM 2015 (APS population survey), which contained individual de-
tailed data about entrepreneurial activity covering aspects such as the characteristics, motivations and 
ambitions of individuals starting businesses, as well as social attitudes towards entrepreneurship (Bosma 
and Kelley, 2019). In order to understand the effect of the context and gender in entrepreneurship and 
sustainable entrepreneurship, it was performed a statistical and econometric analysis based on a sample 
of 181281 individuals from 60 countries, namely, United States, Egypt, South Africa, Greece, Neth-
erlands, Belgium, Spain, Hungary, Italy, Romania, Switzerland, United Kingdom, Sweden, Norway, 
Poland, Germany, Peru, Mexico, Argentina, Brazil, Chile, Colombia, Malaysia, Australia, Indonesia, 
Philippines, Thailand, South Korea, Vietnam, China, India, Iran, Morocco, Tunisia, Senegal, Burkina 
Faso, Cameroon, Barbados, Botswana, Portugal, Luxembourg, Ireland, Finland, Bulgaria, Latvia, Estonia, 
Croatia, Slovenia, Macedonia, Slovakia, Guatemala, Panama, Ecuador, Uruguay, Kazakhstan, Puerto 
Rico, Taiwan, Lebanon, Israel and Canada.

In addition, as GEM is implemented worldwide, the present study kept its comprehensiveness as it 
includes countries in different stages of development: factor-driven (stage 1), efficiency-driven (stage 
2) and innovation-driven (stage 3), providing reliability and validity to the study and generalization of 
comparisons (Table 1).

The present study aims to appraise the influence of context on SEO activity among several countries, 
along with gender heterogeneity and explore the differences between entrepreneurs with sustainable 
orientation and those who do not have social concerns. Therefore, grounded on the literature review, it 
was possible to identify 6 hypotheses to test, as presented in Table 2.

 EBSCOhost - printed on 2/8/2023 5:45 PM via . All use subject to https://www.ebsco.com/terms-of-use



101

The Context Facets of Sustainability Entrepreneurial Orientation (SEO) Through the Lense of Gender
 

Table 1. Countries per stage of development

Stage 1 Stage 2 Stage 3

Philippines Egypt United States

Kazakhstan South Africa South Korea

Cameroon Hungary Australia

Vietnam Romania Greece

Botswana Poland Netherlands

India Indonesia Belgium

Iran Peru Spain

Senegal Mexico Canada

Burkina Faso Argentina Italy

Brazil Germany

Chile Switzerland

Colombia United Kingdom

Malaysia Sweden

Thailand Norway

China Portugal

Morocco Luxembourg

Tunisia Ireland

Barbados Finland

Bulgaria Puerto Rico

Latvia Taiwan

Lebanon Estonia

Croatia Israel

Guatemala Slovenia

Macedonia Slovakia

Panama

Ecuador

Uruguay

Table 2. Hypotheses in test

Hypotheses Hypotheses Description

H1 Women are less prone to start up a business.

H2 Education raises the probability to become entrepreneur.

H3 Knowing other entrepreneurs will raise the probability to become another.

H4 Fearing failure will deter entrepreneurial endeavours.

H5 SEO intensity promotes entrepreneurial initiative

H6 Higher development standards enhance sustainable entrepreneurial initiative and, in particular, with 
sustainability purposes.
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3.2. Analytical Strategy: Description of Variables and Model

Considering the Global Entrepreneurship Monitor Report of 2015, a country section was performed 
based on country stage of development (Table 1).

For the estimation, entrepreneurial activity (Bstart) and sustainable entrepreneurial activity (Sestart) 
were considered as dependent variables, both binary, considering whether or not the individual does men-
tion the intention/action to start or not a business. The empirical analysis is fourfold: the first part presents 
descriptive results, the second correlations among variables, the third the econometric estimations run 
for the entire set to discuss the determinants of entrepreneurial activity and sustainable entrepreneurial 
activity followed by a secondary estimation of country stage of development and gender to assess the 
context effect and differences in male and female propensity to enterprise.

Therefore, we intend to discuss the relevance of context in entrepreneurial activity and sustainable 
entrepreneurial activity along with the existence of eventual gender dissimilarities.

Table 3. Dependent, Independent, and Control Variables

Variable Coding Proxy

Dependent variable

Bstart Binary variable; coded as 1 if the individual currently 
intends to start a business, 0 otherwise.

Measurement of entrepreneurial 
initiative

Sestart Binary variable; coded as 1 if the individual currently 
intends to start a business, 0 otherwise.

Measurement of sustainable 
entrepreneurial initiative

Independent variables

Gender
Binary variable; coded as 1 if the individual in the 
sample is a female, 0 otherwise (used as interaction with 
other variables).

Dimension of the Entrepreneurial 
Gender Gap

Control Variables

Age Continuous variable measuring the age of individual Self-assessment of age

Skill/knowledge perception
Binary variable coded as 1 if the individual mentions. 
having the skills and knowledge to start a business, 0 
otherwise.

Self-assessment of competences

Education
Multinomial variable describing Education level: 1 
for secondary, 2 for post-secondary, 3 for graduate, 0 
otherwise.

Formal skills

Social context Binary variable coded as 1 if the individual does know 
someone which is already an entrepreneur, 0 otherwise.

Entrepreneurial activity in the close 
environment

Fear to Fail Binary variable coded as 1 if the individual fears failing 
in its entrepreneurial activity, 0 otherwise Risk aversion

Work
Multinomial Variable describing the work status: 
coded with the value 1 if the individual is inactive, 2 is 
unemployed, 3 is employed, 0 otherwise

Positioning towards the labour market

Income Multinomial variable describing the income level coded 
as 1 the lowest, 2 the middle and 3 the upper. Income

Sub-sampling criterion

Country Group (Development 
Stage in year 2015)

A single variable with a three-point scale associated with 
stage of national economic development: (1) factor-
driven; (2) efficiency-driven; (3) innovation driven.

Macroeconomic Context
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The data combines information collected from the APS (GEM, 2015), at individual level, and the 
dimensions extracted were ‘gender’, ‘age’, ‘social context’ ‘knowledge perception’, ‘fear to fail’, ‘educa-
tion’, ‘occupation’, ‘income’ and ‘SEO intensity’. The variables considered, their coding, analytical level 
and description are presented in Table 3.

In addition, Table 4 presents the descriptive statistics of the variables used in the study. Although the 
study focuses the role of context on (sustainable) entrepreneurship through the lens of gender, additionally 
the study also aims to investigate other determinants of starting a business. As previously mentioned, the 
empirical analysis will start with descriptive statistics, followed by correlations and sub-sample testing 
and finishes with econometric estimations.

The analytical strategy followed starts by describing the sample, secondly the data will be analysed 
under the perspective of the descriptive statistics and correlations, followed by more sophisticated 
analytical techniques as regression for the entire dataset and country level of development and gender 
segmentations.

Most respondents are between 18 and 44 years, but the proportions between male and female are 
similar (Table 5). This homogeneity is particularly important as the robustness of the future findings 
could be attacked by eventual biasedness in one gender. In terms of occupation, most individuals are 
employed, and only 10.7% are self-employed. The sample also report a significant number of inactive 
people (22.8%) (Table 6). Concerning the income of the sample, there is a balance between lower, middle 
and upper terciles (Table 7), however, the last one is somewhat higher when compared to the others.

In terms of education (Table 8), most individuals detain secondary education attainment (53.6%) and 
a short percentage of respondents (11.4%) do not have any level of education. Also, graduate individuals 
only represent 5% of the sample and just 30% has post-secondary education.

Around 50.3% of the respondents consider not having the skills and knowledge to enterprise (Table 9). 
Only 49.7% of the sample are confident about its individual skills to pursue entrepreneurial endeavours.

In terms of social context and role model effect, only 38.1% report that know someone who started 
a business and most of respondents do not directly interact with entrepreneurs (Table 10). In terms of 

Table 4. Descriptive statistics

Dependent, Independent and Control Variables N Minimum Maximum Mean SD

Bstart 180529 0 1 0.15 0.361

Sestart 176460 0 1 0.06 0.231

Country Group 181281 1 3 2.35 0.688

Work status 178002 0 2 1.44 0.838

Income 151427 1 3 1.95 0.821

Educational attainment 179186 0 3 1.29 0.730

Social context 179048 0 1 0.38 0.486

Skill Perception 175005 0 1 0.50 0.500

Fear to fail 174283 0 1 0.41 0.491

Perception of SEO (country) 130034 0 1 0.33 0.469

Gender 181276 0 1 0.51 0.500

Age 110298 1 7 4.18 1.420
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sustainability entrepreneurial orientation, only one third of the individuals perceived the business envi-
ronment committed towards sustainable goals (Table 11).

4. RESULTS AND DISCUSSION

4.1. Descriptive Findings

The descriptive statistics of all individuals in the study, considering the sub sample criterion, country 
stage of development, shows a higher number of respondents in stage 3, and less frequency of response 
in stage 1 (Table 12).

Entrepreneurial activity per stage of development is higher among countries factor-driven. In the op-
posite, countries innovation driven presents the lowest percentage of entrepreneurial activity. Considering 
sustainable entrepreneurial activity, results shows that factor driven countries are more engaged with 

Table 5. Individuals per age interval

Age N %

Below 18 6 0,01

18-24 15447 14,00

25-34 23868 21,64

35-44 24833 22,51

45-54 22859 20,72

55-64 18436 16,71

65-99 4849 4,40

Total 110298 100,00

Table 6. Individuals per occupation

Occupation N %

Inactive 40668 22,8

Unemployed 19015 10,7

Employed 118319 66,5

Total 178002 100,0

Table 7. Individuals per income level

Income N %

Lower tercile 54915 36,3

Middle tercile 48983 32,3

Upper tercile 47529 31,4

Total 151427 100,0

Table 8. Individuals per educational attainment

Education N %

None 20428 11,4

Secondary 96065 53,6

Post-Secondary 53725 30,0

Graduate 8968 5,0

Total 179186 100,0

Table 9. Individuals per skill perception

Skill Perception N %

No 87963 50,3

Yes 87042 49,7

Total 175005 100,0

Table 10. Individuals who know someone that has 
already initiative a business

Social Context N %

No 110760 61,9

Yes 68288 38,1
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sustainable business activities, which is surprising considering that higher expectations about sustainable 
behaviour among more educated countries, as those innovation driven. In terms of gender segmentation 
per stage of development, in its detected a similar percentage of male and female respondents (Table 13). 
Males are more engaged in entrepreneurial activity when compared to females, during the same period. 
However, females are more prone to pursue businesses with sustainable orientation which suggest that 
females are more committed with sustainable challenges (Table 14 and Table 15).

The results presented in Table 16 illustrate the correlation among the variables in use. Concerning the 
two dependent variables in analysis: entrepreneurial intention (BSTART) and sustainable entrepreneurial 
intention (SESTART), the correlation with the stage of development is stronger in the first, evidencing 
the direct association with entrepreneurial propensity and favourable environments. Surprisingly, in the 
case of SESTART, the correlation is inverse; meaning that factor driven economies are more associated 
with businesses with SEO concerns.

Another remarkable finding is the negative association of the education degree with the entrepre-
neurial initiative, and its positive association with the SEO. Not surprisingly, age appears as a dissuasive 
factor for the entrepreneurial activity along with the failure fear. Conversely, the self-perception of skills 
and the knowledge about other entrepreneurs is positively associated with the entrepreneurial activity.

Considering the fact that the database allows for a cross sectional analysis, the first appraisal to be 
made before the model construction is the degree of association among the explanatory variables, to 
avoid the existence of multicollinearity (Table 17). The appraisal made was the VIF (variance inflation 
factor) test, and, either in the case of BSTART and SESTART, all VIFs are far below the lower trunca-

Table 12. Individuals Per Stage of Development

Factor Driven (G1) Efficiency-Driven (G2) Innovation-Driven (G3) Total

N 22189 72859 86233 181281

% 12,2 40,2 47,6 100,0

Table 13. Gender Segmentation Per Stage of Development

Factor -Driven 
(S1) % Efficiency-

Driven (S2) % Innovation-
Driven (S3) % Total

Gender
Male 10726 48,34 35723 49,03 42832 49,67 89281

Female 11463 51,66 37135 50,97 43397 50,33 91995

Total 22189 100 72858 100 86229 100 181276

Table 11. Individuals perception about SE

SEO N %

No 87385 67,2

Yes 42649 32,8

Total 130034 100,0
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tion level of 3. Therefore, there is strong evidence of independence among the explanatory variables in 
both models.

The estimation coefficients for the 8 models in analysis (Table 18) reveals: model 1 and 2 appraises 
entrepreneurial initiative (BSTART) and SEO initiative, respectively, for the entire sample and infers the 
effect of development in both propensities by means of a multinomial variable (DEV_STAGE). Models 

Table 14. Entrepreneurial activity per stage of development

Factor -Driven 
(S1) % Efficiency-

Driven (S2) % Innovation-
Driven (S3) % Total

Bstart No 14891 67.70 58176 80.12 79742 92.81 152809

Yes 7105 32.30 14438 19.88 6177 7.19 27720

Total 21996 100.0 72614 100.0 85919 100.0 180529

Sestart No 19681 89.61 68205 94.29 78558 95.61 166444

Yes 2283 10.39 4128 5.71 3605 4.39 10016

Total 21964 72333 100.0 82163 100.0 176460

Table 15. Entrepreneurial activity per gender

BSTART SESTART

No % Yes % Total No % Yes % Total

Gender
Male 73248 47.94 15650 56.46 88898 81487 48.96 5350 53.41 86837

Female 79556 52.06 12070 43.54 91626 84952 51.04 4666 46.59 89618

Total 152804 100 27720 100 180524 166439 100 10016 100 176455

Table 16. Correlation Matrix

Bstart Sestart Stage of 
Develop. Occupation Income Education Social 

Context
Skill 

Perception Fear fail SEO 
Intensity Gender Age

Bstart 1

Sestart ,168** 1

Stage of Develop. -,240** -,075** 1

Occupation ,146** ,065** 0,004 1

Income ,048** ,046** ,025** ,196** 1

Education -,030** ,043** ,206** ,143** ,266** 1

Social Context ,213** ,099** -,148** ,150** ,119** ,055** 1

Skill Perception ,280** ,100** -,157** ,179** ,113** ,054** ,253** 1

Fear Fail -,092** -,036** ,068** -0,001 -,033** ,017** -,030** -,144** 1

Seo Intensity ,086** ,025** -,126** -,012** -,036** -,098** ,051** ,068** 0,000 1

Gender -,061** -,021** -,009** -,188** -,090** -,020** -,067** -,123** ,071** 0,002 1

Age -,076** -0,005 ,134** -,165** -,035** -,049** -,109** -0,002 -,027** ,008* ,018** 1

**. Correlation is significant at the 0.01 level (two-tailed);
*. Correlation is significant at the 0.05 level (two-tailed)
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3, 4 analyse both entrepreneurial intentions in the factor driven economies; models 5 and 6 in Efficiency 
Driven economies and finally models 7 and 8 in innovation driven environments. All models appear as 
being globally significant with a fair goodness of fit.

When appraising the entire sample, for the dependent variable BSTART, education and gender as 
statistically insignificant. And, concerning SESTART, gender is the only insignificant predictor.

The sample splitting allowed the country segmentation according to the stage of development, and 
there was a previous expectation, as expressed in the literature that significant differences were about 
to be found in terms of the determinants of the entrepreneurial initiative.

Concerning the factor driven sub-sample, and for the BSTART dependent variable, most of the 
explanatory variables remain as being significant, even though, the perception of SEO businesses op-
erating in the economy fail to be significant, along with gender. In respect to SESTART, Gender and 
Age fail to be significant. It is of worth to reinforce that this sub-sample includes only 9 among the 60 
countries in analysis.

Efficiency driven economies are analysed in detail in models 5 and 6. The single predictor which fails 
significance is gender in the explanation of BSTART. Concerning SESTART, the gender is statistically 
significant, and women being less prone to have the initiative, and the fear to fail not being significant 
for the first time.

For the innovation driven economies, and for traditional entrepreneurial intentions (here proxied by 
BSTART), the single insignificant predictor is gender; for SEO entrepreneurial intentions, only age fails 
to provide explanations on the behaviour of the dependent variable.

As the logit coefficients cannot be directly interpreted, table 19 presents the Marginal Effects at 
means, permitting the quantification of the effects of the predictors in the dependent variable.

The conventional entrepreneurial initiative, in the overall sample is influenced by the individuals’ oc-
cupation; employed respondents are 4.9 pp more prone to start a business compared to the unemployed. 
This effect, among the same sample, is lower for SEO initiatives (1 pp). Among stage 1 respondents, the 
working status has a 13.75 pp increase in BSTART, and a 19 pp increase in SESTART. Among efficiency 
driven respondents the same predictor has an 8.6 pp effect and 0.9 pp. For Innovation Driven economies 

Table 17. Multicollinearity

Tolerance VIF Tolerance VIF

Stage of Development 0,892 1,122 0,892 1,121

Occupation 0,887 1,128 0,886 1,128

Income 0,887 1,128 0,886 1,128

Education 0,866 1,154 0,866 1,154

Social Context 0,917 1,090 0,917 1,09

Skill Perception 0,896 1,116 0,896 1,115

Fear Fail 0,970 1,030 0,971 1,03

SEO Intensity 0,966 1,036 0,966 1,035

Gender 0,953 1,049 0,953 1,049

Age 0,941 1,063 0,941 1,063

a. Dependent variable: BSTART
b. Dependent variable: SESTART
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the effect is 1.5 pp and 0.9 pp, respectively. In sum, employed individuals seem to be more dynamic in 
their entrepreneurial intentions, even though among the factor driven respondents the magnitude of the 
effect is far larger than in other economies, pointing towards some sort of a multiple regime effect of 
this variable.

Financial endowments are entrepreneurial enhancers, as, for the entire sample, raising the income 
tercile to whom the individual belongs, raises the probability to start a new business. Surprisingly, when 
sub-sampling the respondents, the predictor becomes an entrepreneurial detractor in both traditional busi-
nesses and SEO, for the stage 1 economies. In either the stage 2 or 3, income operates as an enhancer.

The literature in the field has evidence on either the positive or the negative effect of higher levels of 
education towards entrepreneurial initiatives. In the entire sample, higher levels of education deter the 
traditional entrepreneurial initiative, and enhance the SEO initiative. Albeit, for Stage 1 respondents, 
education always works as a detractor; the results of Stage 2 are similar of those found in the entire 
sample; and, for Stage 3 respondents, Education transversally operates as an enhancer.

Knowing other individuals which have already experienced entrepreneurial initiatives is believed as 
being an enhancer of the entrepreneurial intentions. Our results, for the entire sample go in the same line, 
knowing other entrepreneurs raise the probability to become another. This result holds for the three sub-
samples, which means that role modelling appears as a transversal booster of the entrepreneurial initiative.

Self-confidence, according to the literature is also key in what concerns starting a new business, 
therefore, our previous expectation was that individuals which did mention having the relevant skills 
as being more prone to enterprise. For the entire sample, the empirical evidence supports our previous 
belief, and the same result holds for each of the sub-samples.

Fearing failure is found in the literature as a deterring factor in terms of the entrepreneurial activity. 
In the entire sample estimation, raising the fear to fail deters individuals from starting a business, either 
a traditional initiative or a SEO. This result holds for all the sub-samples, but with different magnitudes. 
There seems to be a strong social effect in what concerns failure, as individuals deter their initiatives, 
even if they belong to developed societies and even when targeting sustainable initiatives.

The perception about businesses as engines in the resolution of social problems should motivate 
individuals to enterprise, independent of being in a more conventional or innovative/sustainable way. 
This is supported by the empirical results of the entire sample, when looking at the sub-sampling proce-
dure; the variable is only significant for stage 2 and 3 economies with a positive result in both types of 
entrepreneurial intentions. Perhaps stage 1 respondents do believe more in the role of the Government 
in solving social problems rather than the private initiative.

Gender is one of the most surprising results found in the estimation as one could expect, supported 
by the literature to find important gender differences in terms of the entrepreneurial initiative and even 
more significant in terms of the SEO. Still, gender is not significant for the overall estimation and for 
both types of enterprises, showing that there are no significant differences in the entrepreneurial initia-
tive which can be explained by the gender. The statistical insignificance holds for Stage 1 respondents 
in both types of business, and Stage 2 for traditional entrepreneurial intentions. As in the case of SEO 
initiatives among Stage 2 respondents, women are less prone to enterprise. In what concerns stage 3 
gender is not significant to explain traditional entrepreneurial propensity, but it explains SEO, and women 
being more prone to enterprise.

To summarise, 3 hypotheses are supported, other 2 are partially supported and 1 is unsupported 
(Table 20).
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CONCLUSION

The purpose of this paper was to discuss the differences among conventional and SEO entrepreneurial 
initiative among countries with different economic environments and detailing the role of gender in this 
assignment. Relying on prior studies which highlight the importance of further research on the drivers 
of SEO, its importance and the singularities of its determinants, along with the central role of gender 
in entrepreneurial intentions, the present work aims to contribute to strength this field of research and 
aims to provide empirical evidences on entrepreneurial initiative, since it is central to understand how 
to capture the vitality of this workforce to boost economic prosperity and sustainability.

Since women’s participation in the workforce, mostly as entrepreneurs in the Europe is lagging behind 
many other regions, we expand the research by paying attention to the role of gender and context as a 
predictor for starting a business, herein as entrepreneurial initiative/action, splitting its nature in terms of 
traditional business start or sustainability oriented. To this end, eight logistic regressions were run, using 
data from the Global Entrepreneurship Monitor (GEM, 2015), and covering an entire set of 60 countries.

According to Pines et al.(2010) based on several studies departing from GEM the rates of women’s 
entrepreneurship are lower than men’s; still there is no evidence on this quantification for SEO initia-
tives. Although the results of the present study point into the same direction at least concerning some 
stages of development, other factors are recognized as levers to boost entrepreneurial activity, and in 
particular SEO.

This study explores how policy might be redesigned to reinforce heterogeneous treatments of different 
development stages and the role of the Government in the resolution of social problems; thus, changing 
the institutional landscape to support a wider range of entrepreneurship initiatives and motivations and 
enhancing the positive effects of these projects in terms of job creation, sustainability and growth. This 
paper challenges equality assumptions in policy design in terms of entrepreneurship, addressing the im-
portance of building and strengthening of appropriate institutions for development, as the role of women 
in creating, running and growing businesses is central for economic growth along with the promotion 
of other entrepreneurial determinants. Therefore, this research opens up avenues for the development of 
SEO’s entrepreneurship study focusing on effects along individual and environment level.

Table 20. Validation of the Hypotheses

Hypotheses Bstart* Sestart** Econometric

in Test S1*** S2*** S3*** S1*** S2*** S3*** Result

H1 U U U U (-) (+) Unsupported

H2 (-) (-) (+) (-) (+) (+) Partially supported

H3 (+) (+) (+) (+) (+) (+) Supported

H4 U (-) (-) (-) U (-) Supported

H5 U (+) (+) U (+) (+) Supported

H6 (-) (-) Partially supported

* Entrepreneurial initiative **Sustainability Entrepreneurial Orientation Initiative ***Stage of Development
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ABSTRACT

Sustainability has been a part of the corporate lexicon for over a decade now. This has made it important 
for business schools across the globe to recognize the importance of sustainability and incorporate it into 
the curricula to train future managers. There are very few instances of having a core specialization being 
offered in the area of sustainability in an Indian management institute. This case study is an experien-
tial documentation of a course titled Sustainable Entrepreneurship and Leadership offered at a leading 
university in India. This is a case study of the development of course in Sustainable Entrepreneurship 
and Leadership: its curriculum design, pedagogy, and evaluation methods. Through this course, an at-
tempt was made to introduce the concept of sustainability in leadership and entrepreneurial ventures to 
the students. Also, a tryst was made to develop an appreciation towards the triple bottom line of profit, 
people, and the planet.

1. INTRODUCTION

Integrating principles, values and practices of sustainable development in education for promoting behav-
ioral changes to appreciate and involve in sustainability has been in call for over one decade. The concept 
of sustainable development as described by the Brundtland Commission in its report ‘Our Common 
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Future’ suggests that it is “[…] development that meets the needs of the present without compromising 
the ability of future generations to meet their own needs. It contains within it two key concepts:

• the concept of ‘needs’, in particular the essential needs of the world’s poor, to which overriding 
priority should be given; and

• the idea of limitations imposed by the state of technology and social organization on the environ-
ment’s ability to meet present and future needs. […]1”

Triple Bottom Line (TBL) of sustainability points towards 3 essential P’s which cannot be overlooked 
by modern day businesses. These are People, Profit and Planet2. Concepts of sustainability, develop-
ment and entrepreneurship need to find its just place in business school teaching and training. Desire 
for a profitable enterprise is also something which most of the B-School graduates think about, besides 
placement. Future entrepreneurs and managers should be exposed to sustainable entrepreneurial vision 
and action education.

Sustainable entrepreneurship is a recent addition to the long body of literature on entrepreneurship 
(Guercini & Cova, 2018). Very little advancement has been made in the direction of how sustainable 
entrepreneurship should be taught in a business school. In keeping with the need to understand and 
internalize the importance of the subject, the Centre for Management Studies, NALSAR University of 
Law in India took the decision to introduce a course titled Sustainable Entrepreneurship and Leader-
ship as a specialization in its MBA program in 2014. This chapter is an attempt at discussing key issues 
in designing as well as delivering the course and providing insights to fellow educators on integrating 
sustainable entrepreneurship and leadership into MBA curricula.

The university had two major concerns to attend to while introducing the course into the MBA cur-
riculum. To begin with, it is well understood that business students are highly interested in acquiring new 
skillsets to be relevant to the changing business landscape with an eye on the future. While designing 
the course, it was important that it matched their career objectives. Thus, it was paramount that clear 
linkages between the course content and the long term as well as immediate interests of the students 
were to be addressed. That was a significant challenge.

The other concern was to include the issues of sustainable entrepreneurship and leadership in parlance 
to the economic realities of a diverse group of students. Although the class had a healthy representa-
tion from all over India, it is pertinent to understand that the concepts and realities of sustainability are 
different among different sub-groups of students depending on the state/province, urban, semi – urban 
or rural backgrounds of the students. To avoid confusion, the course was designed from the lens of a 
developed, developing and under – developed society and economy. This provided for a more balanced 
approach to the issues surrounding the subject area.

The paper discusses in detail the course design and modules. Section 2 provides a brief background 
of the inception of the course. Section 3 presents the understanding of sustainable entrepreneurship for 
the purpose of development of this course. Section 4 presents the course overview along with a descrip-
tion of the structure and evaluation mechanism of the course and section 5 provides the discussions and 
conclusions.
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2. GENESIS

Established in the year 1998, National Academy of Legal Studies and Research (NALSAR) University is a 
premier institute of legal education in the country. In 2013, university decided to set up a B-School within 
its campus to set the highest benchmarks in the intersection between management and law. The B-School 
apart from traditional functional offerings also offers Innovation & Sustainability as a specialization.

Innovation and Sustainability as a specialization is a resultant of progressive and responsible thinking 
of the university. The specialization augurs appropriately with the vision of the University of promoting 
legal studies and research for the benefit of the society. In keeping with this vision, the specialization 
was designed with an aim for bringing out individuals who are legally aware, managerially equipped 
and socially responsible. Innovation is key to business success and thus enjoys protection of law through 
Intellectual Property Rights (IPRs). However, many entrepreneurs are unaware of the provisions of the 
law and, thus, at times infringe upon another’s IPRs or their IPRs get infringed upon. This results in 
significant losses. It is established, historically, that knowledge of law would help entrepreneurs avoid 
such losses. Similarly, sustainability is a matter of rights of not only the immediate stakeholders of the 
business but also of the larger society as well. Practices like excessive usage of natural resources, emis-
sions from manufacturing units etc. curtail the basic freedom of life and thus invites attention from the 
law. Such practices also lead to fines or even closure of businesses. To be sustainable is not only crucial 
to the business but also the society at large. The specialization was conceptualized as an amalgamation 
of studies in both business as well as law.

2.1 Innovation and Sustainability Specialization

The specialization consists of one core course and four electives. Students opting to register for the Inno-
vation and Sustainability specialization have to subscribe for two electives from among the four electives 
offered namely Sustainable Supply Chain Management, Responsible Investing, Managing Cooperatives 
& NGOs and Innovation & Design Thinking in addition to the core course, Sustainable Entrepreneur-
ship and Leadership (SEL), which is mandatory. The motive behind making SEL a mandatory course 
was grounded on the realization that not all students who register for the specialization might not have 
studied the fundamentals of sustainability in their earlier years and hence might not have developed an 
appreciation for the concept.

This formed the basis of the design of the specialization. SEL along with the electives provided 
a robust offering to the subscribers in order to develop conceptual clarity backed by critical thinking 
while applying imbibed tools & techniques in an entrepreneurial capacity as well as leadership roles in 
national and international firms.

3. THEORETICAL BACKGROUND

3.1 Understanding Sustainable Entrepreneurship

Sustainability lately has been recognized as one of the most critical themes relating to firm performance. 
The very understanding of sustainability has reached new frontiers and found a place in the higher educa-
tion curricula (Amran et al., 2010). The central theme followed by the faculty while designing the course 

 EBSCOhost - printed on 2/8/2023 5:45 PM via . All use subject to https://www.ebsco.com/terms-of-use



117

Teaching Sustainable Entrepreneurship and Leadership
 

on Sustainable Entrepreneurship and Leadership was the concept of sustainable entrepreneurship. While 
crafting the course, the group of faculty scanned through available definitions of sustainable entrepre-
neurship present in the literature. The availability of hundreds of definitions of entrepreneurship present 
in the literature (Bruyat & Julein, 2001) made it difficult to arrive at one common understanding of 
entrepreneurship. For the purpose of designing the course, the definition of sustainable entrepreneurship 
as proposed by Cohen and Winn (2007) was found to be particularly important and relevant. Sustain-
able entrepreneurship was hence conceptualized as a multi-disciplinary field examining the institutional 
contexts, precursors, processes and economic and ecological consequences of firms’ strategies. It is 
important here to integrate three vectors of sustainability: economic, environmental and social. Although 
broad, this definition provided the key points for reference and directed the course towards creating an 
understanding of environmental responsibility of a business beyond the commonly inferred outcomes 
of income generation and economic activity. The course framework which guided the structure of the 
course is shown in Figure 1.

The group of faculty then identified pertinent issues and relevant case studies for class discussions 
to create a holistic learning experience for the registered students. It is important here to note that that 
higher education plays an important role in laying the foundation for competence development for sus-
tainable entrepreneurship (Lans et al., 2014).

3.2 Work Based Learning and Enterprise Education in Practice

Work-based learning has gained significant importance in recent times. Learning is understood to be 
supported by a process of social interaction with peers which enhances learning and creation of new 
knowledge (Bryant, Akinleye, & Durrant, 2013). The social aspect of work-based learning has gained 
much importance owing to the fact that in work setting a learner is not learning alone it is the combined 
knowledge of peers, superiors and subordinates which adds up to the learning of an individual. Formation 
and utilization of communities of practices where every member contributes, learns and grows is another 
important feature of work-based learning. The SEL course in its approach gave participants numerous 

Figure 1. Course framework
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avenues to learn through social interactions. Another feature of work-based learning includes learning 
from other stakeholders, course allowed the participants to interact with industry and entrepreneurs along 
with the course instructors and peers to learn the nuances of triple bottom line.

Enterprise in an inclusive concept allowing exposition through the lens of a discipline or as a con-
text (Price, 2004). Enterprise education principle comprises of assisting, developing and improving the 
linkage between education and business thereby bringing greater coherence to their activities (Jones 
& Iredale, 2010). Enterprise education aims to maximize opportunities for development of enterpris-
ing skills, behaviors and attiributes (Gibb, 1993). These skills, behaviors and attributes can enable the 
students and programme participants to appreciate the value of enterprise creation which is responsible 
and accountable to all the stakeholders’ viz. society, shareholders and the environment.

Enterprise education can involve industry or be informed by the industry through a variety of ways 
some of those can be work placements, business start-up simulations, mock interviews, research and 
consultancy projects, careers talks, business ideas generation, mentoring, preparation of curricula vi-
tae, business planning, etc. (Jones & Iredale, 2010). In the context of case presented here, we look at 
enterprise as a discipline and attempt to describe the pedagogy followed which sits in synchronization 
with the prescription.

4. COURSE OVERVIEW AND STRUCUTRE

Sustainable Entrepreneurship and Leadership is an elective course under Innovation and Sustainability 
specialization offered to second-year MBA students at NALSAR University of Law. The course brings 
together commercial, social and green entrepreneurship on one common platform for training managers 
who would be interested in starting their own venture in future as well as those taking leadership posi-
tions in their companies. The central theme of the course is sensitizing the participants towards creation 
of an enterprise which cares about three P’s; People, Profit and Planet. This also enables the students 
to widen their understanding of entrepreneurship. While in a typical entrepreneurship course the focus 
is only upon financial or economic value creation, SEL is aimed at creation of value for economy, en-
vironment and people.

4.1 Key Themes and Objective

In recent times, both academic and corporate attention is drawn towards Sustainable Entrepreneurship 
(SE). It is an emerging field of study as well as practice. As a concept SE tries to combine elements 
from sustainability and entrepreneurship as well as leadership. Recent literature has defined SE as “an 
innovative, market oriented and personality driven form of value creation by environmentally or socially 
beneficial innovations and products exceeding the start-up phase of a company” (Schaltegger & Wagner, 
2007, p.32).

Consistent with the idea the course has got wider application to a variety of firms. Students were first 
sensitized towards the concept of sustainable entrepreneurship and its effect on the firms’ performance. 
Key objective being preparing responsible future managers and entrepreneurs’ course was suitable for 
a multitude of audience.
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4.2 Course Structure

As currently configured, SEL is a 28 session, 4 credit, elective course with case analysis as its pedagogy. 
Each session usually has one or two reading assigned which is drawn from trade publications, Harvard or 
Ivey case studies, news piece in popular media or practitioner oriented social entrepreneurship journals. 
The majority of the case studies involve discussion around social or green entrepreneur’s struggle, vision 
and achievements and also structure of these enterprises. In order to provide a balanced approach, keep-
ing in mind the versatility of the audience, readings as well as case studies were chosen with care that 
reflected demographic variety and economic realities. This was a crucial exercise in the development 
of this course. As future managers and entrepreneurs, they might find themselves in situations that may 
not be familiar with. Through diverse readings and cases that present varied situations, it is expected that 
their decision making shall be more inclusive and accommodative to the larger society. It is also expected 
that through such exposure, they shall be conscious of pertinent issues like environment, ecosystem etc 
and not be limited to the orientation of profits alone.

The course is divided into five modules: Meaning and definition of entrepreneurship in general and 
sustainable entrepreneurship in particular, Entrepreneur’s business models, Capital and financing op-
tions, marketing for new age ventures and challenges, Leadership for Entrepreneurs.

Module 1: Meaning and Definition of Entrepreneurship 
and Sustainable Entrepreneurship

The module attempts to combine the aspects of commercial, social and green entrepreneurship to show-
case a holistic picture to the course participants. In the first session, one of the participants raised an 
interesting question:

“how is this course different from another offering on corporate social responsibility or social entre-
preneurship”. The question was answered through a reflection on the triple bottom line and the principles 
of economic value creation by a firm. Another question on how is it going to be beneficial for those who 
are not going to start their own enterprise was addressed by explaining regulatory requirements regarding 
sustainability, corporate image management and responsible management as a practice.

For better understanding of the concepts, several background readings were assigned. To further 
clarify and compare the concepts from CSR and entrepreneurship, cases that involved CSR and entre-
preneurship in one form or other were used.

The course began with the Hindustan Construction Company case (Hindustan Construction Com-
pany (HCC) (A): Strategic Corporate Social Responsibility) to showcase how shared value that can be 
created and augmented by doing CSR. Students were able to appreciate the case as it was in the Indian 
context. Following this, they were exposed to the concept of corporate sustainability through Nike case 
(Governance and Sustainability at Nike (A)) The case illustrates how a big and successful corporation 
addressed the concerns of environment and society. It explains the formation of a board-level corporate 
responsibility committee to create Sustainable Business and Innovation strategy. In the following ses-
sions, the students were introduced to the concept of entrepreneurship through the celebrated case on 
women entrepreneurship, SEWA (SEWA Trade Facilitation Center: Changing the Spool). This case is 
about Self-Employed Women’s Association which converted itself or rather metamorphosed from a non-
for-profit organization to a for-profit company. The case presents the social aspect of entrepreneurship 
through livelihood generation activities for poor rural and urban women in India.
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Module 2: Entrepreneur’s Business Model

This module was developed to discuss the approach to model construction, type of models and business 
do’s and don’ts. Some of the specific components of business models which are important and cannot be 
ignored by entrepreneurs and established businesses alike are price, product, marketing tactics, finances, 
organizational form and value proposition.

The first case discussed under this module was of Sarvajal (Sarvajal: Water for All). Founded by 
Piramal Foundation in the year 2008, Sarvajal aims to alleviate the problem of access to clean drinking 
water. Instead of going by the most traditional model of opening its own plant of filtering and supply-
ing clean drinking water, Pirmal opted for a franchise model. It was the first time that such a model was 
used for public utilities in India. Sarvajal identified its market, priced its product at the most affordable 
price, and positioned itself as an option which cannot be matched and backed by the corporate strategy 
executed its plan. The second case was Hariyali (Hariyali Kisaan Bazaar: A Rural Business Initiative). It 
was an initiative of DCM Shriram Consolidated Ltd (DSCL). This case talks about forward and backward 
integration in rural area to deliver quality services. Issues of supply chain and ancillary services were 
discussed in a great detail in the class to develop a larger understanding of such business models. The 
third case used in this module was that of Aravind Hospital (Aravind Eye Hospital, Madurai, India: In 
Service for Sight) to examine and illustrate the lean operations model of Aravind Eye Hospital. It is the 
largest eye care provider in the world. The significant feature being the low cost involved in operations, 
high success rate and treatment of two third of patients for free. The case also illustrated the elements of 
cost optimization, assembly line like processes, waste reduction, elimination of non-value activities, etc.

Module 3: Capital and Financing Options

For most of the first generation entrepreneurs, the only obstacle in starting a business is finance. Capital 
is still considered to the single largest hurdle in starting ones’ own venture. New age entrepreneurs are 
often turned down for business loans especially by banks for reasons such as lack of backing, past fail-
ures, etc. Apart from bringing in the general and the most common sources of finance, the participants 
were exposed to new age methods of funding.

Venture Capitalists (VCs) are the most glamorous and appealing form of financing in the current 
times. They not only make capital investments in the venture which are high-growth in early stages but 
also provide advice and add a lot of prestige by their presence in the board of the companies. Students 
were made aware of the process of venture funding and the advantages of venture capital funding. To 
give the course participants a hands on experience of how to pitch their idea and venture to a venture 
capitalist a template was given to the class and course participants were asked to make a pitch.

VCs being one of the options for financing another option which is emerging and is highly successful 
for small enterprises is that of Crowdfunding. Crowdfunding in its unique form allows the entrepreneurs 
to fund their venture by drawing relatively small contributors from a relatively large number of individu-
als using internet as a medium or platform. To discuss crowdfunding, the example of Wishberry was 
discussed. Started in the year 2012, Wishberry is India’s largest crowdfunding platform. The platform 
primarily supports creative sector projects which have a tangible idea at their hand.

To make the students aware of the due diligence process of funders investing in social enterprises, the 
case of Acumen Fund case study (Acumen Fund: Measurement in Impact Investing (A)) was discussed. 
This case study is about a philanthropic organization which makes investments in entrepreneurial solutions 
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to global problems of poverty, healthcare, education and environment. It also discussed the challenges 
of measuring social performance both during due diligence and post-investment.

Module 4: Marketing for New Age Ventures and Challenges

In this module, the focus was on marketing. Sessions were designed keeping in mind the evolving trends 
in marketing for both commercial and social enterprises. Among other things, the students were particu-
larly interested in exercises on social media marketing for small firms and took active part in simulations 
and role plays. This enabled them to practice strategizing as well as appreciating various challenges that 
entrepreneurial firms faced in their endeavor towards sustainability.

During the passage of this module, the case of a large international mining company, Noranda head-
quartered in Canada (Noranda, Inc.: Mining, Smelting, and Sustainability?) was discussed. The case 
while exploring the concept of sustainability for multinational corporations also drew the attention of 
course subscribers towards the challenges that came from non-governmental organizations as well as 
from the governmental to monitor, report and achieve sustainability.

As a part of this module the elements of building an entrepreneurial ecosystem like policy support, 
culture, supply of human capital, market development, and support infrastructure were discussed through 
T-Hub, a government of Telangana initiative, India’s largest incubator for Startups.

Module 5: Leadership for Entrepreneurs

Entrepreneurs are often labelled as different breed of leaders. At times they are defined as rebels, innova-
tors, world changers, risk takers and at other times simply as workaholics. These being only a partial list 
of adjectives, it often makes a confusing proposition for people to understand which leadership qualities 
are essential. This module made an attempt to understand some of those must have leadership traits for 
an entrepreneur.

This first case used in this module was of Frank Addante (Frank Addante, Serial Entrepreneur). This 
case is about a 28-year-old serial entrepreneur who is in a process of building his fifth venture. Frank 
being a highly successful entrepreneur at a young age has shown some exemplary leadership skills and 
has also learned some crucial lessons which were discussed in the class. To demonstrate the leadership 
abilities of founder of a large corporation, Phil Knight’s case study (Knight the King: The Founding of 
Nike) was discussed. The case traces the journey of Nike from being conceived as an MBA class project 
to becoming the top athletic-shoe company in the country. How Knight led the company during difficult 
and dramatic times made a compelling discussion point in the class.

5.3 Course Assignments and Evaluation Components

To maximize learning for the course participants a variety of assignments and evaluation components 
were developed such as quizzes, interview an entrepreneur, two minute elevator pitch and term paper.

• Quiz: Much similar to other courses this component consisted of two quizzes in multiple choice 
formats of 20 questions each. The objective was to assess the learning from various concepts dis-
cussed in the class.
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• Interview an Entrepreneur: To better understand and appreciate the key concepts learnt, students 
(in groups) were asked to interview an entrepreneur. The requirements on the assignment enabled 
the students to meet with entrepreneurs and discuss the business model adopted, sources of fund-
ing and challenges experienced. The following are the guidelines for the exercise:

STEP 1: Identify an entrepreneur whom you as a group would be interested in studying and make an 
appointment. Be sure to explain why you want the appointment; provide a realistic estimate of how much 
time you will need and the purpose of the meeting. Let the person know that they will be videotaped 
and will need to sign a release and waiver form.

STEP 2: Identify specific question you would like to have answered. Organize your thoughts into 
general categories with specific issues within the categories. Use them to focus the interview and guide 
your questioning. Think about how the filming will be done. (Angles, close in shots, theme, etc.)

Guidelines were provided to the students to frame the questions. They were:

1.  Use open ended questions, questions that cannot be answered in yes, no or very short answer, will 
help the interview move along.

2.  Ask general questions with specific follow-up questions to get more details and insights.
3.  Use transition statements like, “I would like to know more about ____, could you tell me about 

your experience?”

Similarly, guidelines for preparing the interview guide were also provided. The students were to:

1.  Briefly introduce yourself: your name, the nature of the assignment, what you are studying, etc. 
Find some commonality with the entrepreneur.

2.  Listen closely and don’t let your thoughts wander to other subjects or the next question
3.  Give the entrepreneur feedback in the form of nodding slightly, casual remarks (Uhhuh, I see, is 

that so, etc), or echo – repeating back a few of their words
4.  Paraphrase a complete thought to ensure you understand their thoughts
5.  Record your impression on paper – this will help you concentrate on listening closely.
6.  Be considerate of the entrepreneurs’ time, arrive on time or early, and end the interview in a timely 

manner, but don’t be obsessed with the time.
7.  Try not to be too nervous, entrepreneurs are people too and chances are they are honored to be 

identified as someone you would want to talk to.

STEP 3: Evaluate what you have learned. Analyze what they have said and identify interesting or 
unusual ideas or concepts. Compare what the Entrepreneur said compared to what we discuss about 
entrepreneurs in class. Are they similar, different, why? Reflect on what the entrepreneur has said.

STEP 4: Prepare a short - 15 minute video
STEP 5: Write a Thank You note. This is more than a courtesy. It will also help the entrepreneur 

remember you and the class favorably should you or other students want to follow up on the interview

• Two minute elevator pitch: This component required students to deliver a two-minute elevator 
pitch for a conceptualized venture. Guidelines were given to the course participants to develop 
their pitch which was in lines with the venture capital funding pitches.
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• Term Paper: In addition to the above assignments, students wrote a term paper on a specific 
topic assigned to them. The paper was an integral part of the course because it further enabled 
the students to recognize how entrepreneurship can vary, how sustainability can define the way 
corporates conduct themselves, and how new means of financing is changing the entrepreneurial 
landscape.

5. CONCLUSION AND IMPLICATIONS

In the modern era of competitive engagements among businesses and among businesses and custom-
ers, it is often observed that sustainability has taken a back seat. However, in the past decade or so, it 
has found its space in the mainstream business decisions across industry, policymakers and academia. 
Yet, its interpretation, implementation and assessment vary from the point of view of the practitioner. 
Through this paper, the authors have made an attempt to highlight the need and the process through 
which integration of sustainability issues was made alongside entrepreneurship and leadership at Centre 
for Management Studies of NALSAR University of Law.

Recent additions of a number of sustainability oriented courses in business schools is indicative of 
the pressing need for developing a robust framework for teaching sustainability in a variety of contexts 
and settings. Through this paper, the authors present the process of adoption and recommendations 
that can be included in MBA and other similar business programs while incorporating sustainability 
into their curriculum with diverse perspectives that are not limited to geography, economic standing or 
political affiliations.

The SEL course was aimed to provide students with a perspective on sustainability, entrepreneurial 
activity and leadership and act as a curtain raiser when it comes to their understanding of issues pertain-
ing to sustainability. The course followed a work-based learning approach to make the participants more 
aware of the triple bottom line principles. In order to check the outcome of the course, the university 
undertook an informal assessment consisting of unstructured interviews and interactions. They serve 
the purpose of identifying successes of the course in parlance to the desired outcomes as well as getting 
insights for developing the course further. Participants of this course displayed a heightened sense of 
tolerance towards societal problems. They also exhibited increased consciousness towards sustainability 
than those who had not opted for this elective. They also showed an enhanced sense of inclusivity towards 
stakeholders in businesses and were holistic in their approach towards profits. Suggestions were captured 
for evaluation by faculty for suitability and incorporation into the course as well.

The authors conclude that the use of case studies and real time examples proved to be extremely 
beneficial in drawing their attention and facilitating discussions. Through the paper, the authors have 
also come to the conclusion that relating theory through taught content and case based pedagogy involv-
ing diverse business situations in varied set of circumstances was the key driver of success. Also, it is 
the considered opinion of the authors that the ability to offer and teach the same or similar courses is 
dependent on instructors’ interest in the topic along with a strong grasp on the subject.

Like at any other institution of higher learning, the designers and faculty at CMS, NALSAR University 
of Law faced several challenges in assimilating issues around a complex and broad subject like sustain-
ability into the MBA curricula. This paper also explores development of a framework for identification, 
classroom teaching and discussion on relevant topics for dissipation of sustainability as an integrative 
concept. The discussions on development of course and course structure in the context of an emerging 
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country can bring more clarity to other business schools which may be planning to induct sustainability 
as an area of specialization or sustainable entrepreneurship as an elective course in the MBA curricula.
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1  Report of the World Commission on Environment and Development: Our Common Future, 1987 
retrieved from http://www.un-documents.net/our-common-future.pdf. Accessed on December 07, 
2016.

2  The Triple Bottom Line: What Is It and How Does It work http://www.ibrc.indiana.edu/ibr/2011/
spring/article2.html. Accessed on December 07, 2016.
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ABSTRACT

Sustainable entrepreneurship has become a central topic in research, although there exists a lack of 
study between the approaches to internationalization in sustainable businesses. This chapter aims at 
providing an examination of the relationship between SE and internationalization. In this way, the ques-
tion of how and why firms involved in SE enter international markets, their challenges and difficulties 
in the process, and the different pathways are explored. Especially, the focus lies on the impact of SE 
involvement on the engagement in an international process. To achieve this goal, two main streams of 
literature are used: internationalization theories and sustainable entrepreneurship theory. The discus-
sion section offers some future research questions worth studying.

INTRODUCTION

The concept of sustainability has entered economic field, becoming a frequent topic in the business 
research. Since the study of Elkington (1994) that introduced the concept of triple bottom line (TBL), 
the aspects of environment and society are tied with the economic profit. Over the last years, the con-

Exploring Internationalization 
in Sustainable Entrepreneurship

María del Pilar Casado-Belmonte
 https://orcid.org/0000-0002-1260-2477

University of Almería, Spain

Eduardo Terán-Yépez
 https://orcid.org/0000-0002-1260-2477

University of Almería, Spain

Gema Marin Carrillo
University of Almería, Spain

María de las Mercedes Capobianco-Uriarte
University of Almería, Spain

 EBSCOhost - printed on 2/8/2023 5:45 PM via . All use subject to https://www.ebsco.com/terms-of-use

https://orcid.org/0000-0002-1260-2477
https://orcid.org/0000-0002-1260-2477


127

Exploring Internationalization in Sustainable Entrepreneurship
 

cern for sustainable issues has increased, not only in society, but also the main economic agents, that is 
firms, are aware of the concept (Domínguez-Escrig, Mallén-Broch, Lapiedra-Alcamí, & Chiva-Gómez, 
2018). Thus, firms must face other aspects that are different from financial traditional profitability, being 
spurred to sustainable development.

With this regard, research has emphasized the relevance of entrepreneurship to firms as a way to 
adapt to the current business landscape, capitalizing on their ability to innovate and react to threats (Al 
Omoush, Al-Qirem, & Al Hawatmah, 2018; Kirkwood & Walton, 2010). Moreover, entrepreneurship is 
said to raise businesses above the threshold of sustainability (Hull, Hung, Hair, Perotti, & DeMartino, 
2007; Scheepers, Hough, & Bloom, 2007; White, 2009; Zahra, 2015) in the extent to which innovative 
sustainability strategy is related to entrepreneurial business strategy for growth in situations regarded 
as highly competitive (Hull et al., 2007; White, 2009; Zhang & Dhaliwal, 2009; Ligthelm, 2010; Ray-
mondet, Bergeron, Croteau, & St-Pierre, 2015).

Research has drawn attention to the connection between the concepts of sustainability and entrepre-
neurship, emerging the concept of sustainable entrepreneurship (SE). According to Isaak (2002, p. 81), 
it could be understood as a venturing activity in “an existential form of business behaviour committed 
to ecological sustainability”. Although not only the environmental sustainability, the objective of SE is 
thought to be the preservation of nature, life support and community. Moreover, perceived opportuni-
ties are those that bring products, processes and services taking into consideration economic profit for 
the business and gains to individuals, the economy and society (Shepherd & Patzelt, 2011). In such a 
way, what differs SE from the traditional entrepreneurship is the sustainable and ecological mindfulness 
(Hechavarría, 2016). Additionally, traditional aspects of product/process innovation and market innova-
tion related to entrepreneurship are considered, as well as moral dimensions.

This fact put sustainable businesses (firms and entrepreneurs) in the spotlight of the sustainable de-
velopment of most economies in the world, becoming SE as a vehicle to transform the current economy 
into sustainable economy (Shepherd & Patzelt, 2011). In addition to the relevance of SE in economy, 
there is a belief that sustainable business should be fostered in order to get a global committed to sus-
tainable development.

In such a context, one way of expansion and growth in businesses is to open to foreign markets and 
expand their products, services or processes. In this regard, there is a considerable body of literature fo-
cused on internationalization that makes it possible the understanding of drivers, challenges and different 
pathways of entering foreign markets. Research related to enablers of the process of internationalization 
classify the main factors as internal (firm-specific) and external. On the one hand, the firm-specific 
drivers are firm size, labor, productivity, learning ability (Vélez-Ocampo, Govindan, & González-Pérez, 
2017), level of innovation (Genc, Dayan, & Genc, 2019; Pervan, Al-Ansaari & Xu 2015) and foreign 
ownership. On the other hand, the external factors as regarded as those related to home-country and 
host-country. In the home-country, export promotion programs (EPP) (Leonidou, Katsikeas & Piercy, 
1998), government support (Ratten, Ramadani, Dana, Hoy & Ferreira, 2017) cost and time involved in 
exporting, transport cost indicators are outlined as the most important. What’s more, in the host coun-
try, tariffs, laws, political risk factors, and geographical and cultural distance (Kuivalainen et al., 2013; 
Rugman & Verbeke, 2004) are pointed out as the main factors.

Research on internationalization is mainly focused on the traditional entrepreneurial businesses (i.e. 
firms that focus only in the economic aspect). So, trying to tackle global challenges such as environmental 
and social problems, one alternative is to foster internationalization in sustainable businesses. Neverthe-
less, few studies have analyzed how and why firms within sustainable entrepreneurship enter in foreign 
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markets (Zolfaghari Ejlal Manesh & Rialp-Criado, 2019). Thus, the study of the relationship between 
internationalization and sustainable entrepreneurship is an unexplored topic (Park, 2018).

In order to address the lack of study between the approaches to internationalization in sustainable 
businesses, this book chapter aims at providing an examination of the relationship between SE and 
internationalization. In this way, the question of how and why firms involved in SE enter international 
markets, their challenges and difficulties in the process and the different pathways are explored. Espe-
cially, the focus lies on the impact of SE involvement on the engagement in an international process.

To achieve this goal, two main streams of literature are used: internationalization theories and sus-
tainable entrepreneurship theory. A bibliographic review will allow addressing the gap in the literature.

The contributions of this study are both theoretical and empirical. On the one hand, the need to 
understand how different factors affect strategic decision of internationalization in sustainable entre-
preneurship is covered. On the other hand, the knowledge of different factors affecting strategic deci-
sion of internationalization in sustainable entrepreneurship, could help policy makers to design export 
promotion or support plans.

WHAT MAKES THE DIFFERENCE IN SUSTAINABLE ENTREPRENEURSHIP

Bringing Light to the Concept

The concept of sustainable entrepreneurship has gained prominence between research community since it 
appears to be a tool to solve social and environmental problems (Muñoz & Cohen, 2018; Stubbs, 2017), 
taking into consideration the preservation of the environment to future generations. It is thought to play 
an important role in economic growth, consistent with sustainable development (Urbaniec, 2018). Thus, 
acting sustainably entails that the core of the business is related to the three pillars of sustainability: 
People, Planet and Profit (Elkington, 1994) or the well-recognized triple bottom line (TBL), balanc-
ing economic, social and ecological goals (Figure 1) (Cohen, Smith, & Mitchell, 2008; Schaltegger & 
Wagner, 2011). According to Shepherd & Patzelt (2011), SE entails sustaining and developing six ele-
ments from both sustainable development literature and entrepreneurship literature. First, coming from 
sustainable development literature, they are sustaining nature, life support systems and communities. 
Second, from entrepreneurship literature, three constructs are identified: develop economic gains, non-
economic gains to individuals and non-economic gains to society. Therefore, this type of entrepreneur-
ship not only pursues social, economic and environmental aims, but also it combines all components of 
sustainability in a systematic fashion (Muñoz & Cohen, 2018; Tilley & Young, 2009). In such a vein, 
SE is deemed as a vehicle to solve societal and environmental problems, being the economic goal as 
both means and ends and integrating sustainable development into the strategic goal and organizational 
processes (Muñoz & Cohen, 2017).

The current approaches on sustainable development has provoked a flourishing range of terms and 
it is worth noting to clarify the difference. Green entrepreneurship, eco-entrepreneurship and ecological 
entrepreneurship are terms related with business activities oriented primarily on profit-seeking behaviour 
in environmental areas (Schaefer, Corner & Kearins, 2015). These terms encompasses large and SME 
firms already established in environmental industry as well as conventional firms that adopt specific 
environmental management actions (Nikolaou, Tasopoulou, & Tsagarakis, 2018). In a similar way, social 
entrepreneurship is deemed as those entrepreneurs who has the main goal of creating social value, being 
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the creation of economic profit a necessary condition to guarantee financial viability (Kraus, Burtscher, 
Niemand, Roig-Tierno, & Syrjä, 2017). In social entrepreneurship, the type of organizations could be 
for profit and not-for-profit firms, focusing on issues our society faces.

Debate exits about the differentiation between corporate social responsibility (CSR) and sustainable 
entrepreneurship. Some authors state that both CSR and triple bottom line (TBL) are report standards 
to show sustainable actions in firms (Popescu & Banta, 2019), making the difference in the preference 
of large companies to report on CSR (Kraus et al., 2017). Other researchers claim that the fact of the 
size and age of the company makes different the way in which they articulate the strategic plans through 
organizational processes or business models, being CSR opted for mature and large corporations reporting 
(Muñoz & Cohen, 2018; Spence, Gherib, & Biwolé, 2011). According to the International Organiza-
tion for Standardization (2011), a firm demonstrates CSR when incorporates social and environmental 
aspects into its decision-making and their impact is accountable. In this study, CSR and SE are regarded 
as different concepts. While CSR could be part of the strategic plan of a firm as an approach (Katsikis 
& Kyrgidou, 2007) or the activities to sponsor social or environmental goods, beyond the interest of a 
company (McWilliams & Siegel, 2001; Sarango-Lalangui, Santos, & Hormiga, 2018), SE is based on 
entrepreneurial actions that focus its core business on the three pillars of sustainability, namely ecologi-
cal, social and economic issues. In this vein, at the heart of SE lies the idea of sustainability.

Building a Sustainable Entrepreneurship Theory

While research on SE has flourishes and yielded rich academic progress in management, entrepreneur-
ship and environment field, there is yet lack of understanding of the nature in theory and practice (Mu-
ñoz & Cohen, 2018). SE as a research field is still in its prime and different disciplines are pushing to 
ground sustainable entrepreneurship theory, from the business entrepreneurship theory and sustainable 
development approach. On the one hand, the entrepreneurship concept is based on the Schumpeterian 
view that regards entrepreneurship as an attitude of establishing new ideas by new business models and 
simultaneously replacing conventional business systems by making them obsolete or the well-known 
process creative destruction (Schumpeter, 2003). In such a way, innovation plays a key role in the concept 
of entrepreneurship (Drucker, 1986) through new products, processes, markets or factor inputs. In doing 
so, entrepreneurs are regarded as actors who discover, realise and create opportunities for developing new 
solutions (Schaltegger, Beckmann, & Hockerts, 2018; Stevenson & Gumpert, 1985). On the other hand, 
the sustainability term is viewed as a synthesis of the three central pillars for the future development: 

Figure 1. Relevant concepts in SE
Source: own elaboration
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society, economy and ecology. Although the term was initially introduced by the Brundtland commis-
sion in 1987 (Dutta & Banerjee, 2018; World Commision on Environment and Development, 1987), 
his concept is embedded in the sustainable development approach that states that meeting the current 
needs have to take into the account the commitment to future generations’ ability to satisfy their needs 
(UN World Commission on Environment and Development, 1986).

Therefore, literature on the linking of entrepreneurial activities and sustainable development has 
spawned the research stream on SE that deems it as a crucial element in giving response to the question 
of how businesses can become a tool toward more sustainable development by the creative destruction 
of unsustainable patterns of producing, consuming and living (Schaltegger et al., 2018). In such a way, 
the actors involved in the SE, that is, sustainable entrepreneurs are regarded as creators of sustainable 
transformations.

The abovementioned arguments highlight the importance of studies on this stream research that has 
only begun to dig deeper into issues related to a better understanding of the role of the sustainable entre-
preneur. While a detailed analysis goes far beyond the aim of this study, the motivations and context of 
SE for the main agents, that is, entrepreneurs, deserve closer attention to our purpose (Zolfaghari Ejlal 
Manesh & Rialp-Criado, 2019).

Discovering Sustainable Entrepreneurship Involvement

According to Muñoz and Cohen (2018) what differentiates SE from entrepreneurship can be explained 
by the framework of Sahlman (1996), which establishes that entrepreneurship phenomenon may be 
analysed through four interrelated factors, namely people, context, deal and opportunity. With regards to 
SE, these factors are named sustainable entrepreneur, the context for SE, SE outcome or value creation 
and the sustainability opportunity (Table 1).

Sustainable Entrepreneur

The sustainable entrepreneur is portrayed as an individual who undertakes a sustainable venture and 
that contrary to the traditional view of the entrepreneurship, is not only motivated by the economic 
considerations, but also the pursuit of social and environmental solutions (Dean & McMullen, 2007; 
York & Venkataraman, 2010). According to Schaltegger (2002), they have creative tension to concili-
ate non-financial with financial motives. Six themes can be gleaned from literature (Muñoz & Cohen, 
2018), namely, knowledge and prowess, entrepreneurial self-efficacy, motivation and intention, values 
and attitudes, business orientation and moral cognition.

The first theme, knowledge and skills, differs from traditional view in the sense that the knowledge of 
ecological and social environments (Kuckertz & Wagner, 2010), in addition to perceived environmental 
threats and problems, are enablers to the identification of opportunities for sustainable development, 
even if they do not have the intention to pursue these opportunities (Patzelt & Shepherd, 2010; Shepherd 
& Patzelt, 2011). This knowledge gives support to the entrepreneurial self-efficacy (Muñoz & Cohen, 
2018), that is, a person’s capacity to believe in his/her ability to perform a task. In this sense, in SE, 
the entrepreneurial self-efficacy, the evaluation of one’s knowledge and skills to exploit a sustainability 
opportunity, plays a key role in the sense that the process becomes more complex due to the require-
ment of a well understanding of the markets as well as the natural and social environments (Shepherd 
& Patzelt, 2011).
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Regarding motivation, some authors state that is the main cause of variance between a traditional 
and sustainable venture (Shane, Locke, & Collins, 2003). In addition to the well-studied self-realization, 
financial success, innovation or independence (Carter, Gartner, Shaver, & Gatewood, 2003; Popescu, 
Popescu & Popescu, 2015), they show a predominant desire to “change the world” (Schaltegger, 2002). 
What’s more, intentions have proven to be the best predictor of any planned behaviour (Krueger, Reilly, & 
Carsrud, 2000), grounded on the theory of planned behaviour (Ajzen, 1991). According to Fitzsimmons 
& Douglas, (2011), entrepreneurial intentions depend on the perception of desirability and feasibility of 
the venture opportunity and the interaction of these two kinds of perceptions, becoming a more complex 
process. Moreover, the combination of their desire to change the world with the desire to obtain profit 
is the main driver (Schlange, 2006).

Some authors explained SE as a result of individual behavioural practices, namely resistant, reac-
tive, anticipatory and innovation based on sustainability roots (Klewitz & Hansen, 2014). Under these 
behavioural attitudes are the values and attitudes of individuals, such as equality, solidarity, freedom, 
tolerance, respect for nature and shared responsibility (Leiserowitz, Kates, & Parris, 2006) and altruist 
attitude (Koe, Omar, & Rizal, 2020; Patzelt & Shepherd, 2010; Spence et al., 2011; Zolfaghari Ejlal 
Manesh & Rialp-Criado, 2019). In this line, Stubbs (2017) argue that value alignment is one of the key 
drivers formalizing sustainable behaviour. Although, some authors (e.g. Schaper, 2002) state that the 
environmental attitudes of owners are not a driver for environmental behaviour in small businesses.

With regards to the business orientation, based on innovativeness, proactiveness and risk taking 
(Miller, 1983), the only alternative orientation is the one that combines at the heart of the business the 
three pillars: economic, ecological and social ethical issues (Walley & Taylor, 2002). In this sense, 
(Hernández-Perlines & Ibarra-Cisneros, 2018) define the sustainable entrepreneurship orientation as 
“willingness to foster innovative, proactive, and risky actions coherent with the development of economic, 
social, and environmental aspects of both the company and the environment in which they operate”, 
allowing the detection of business opportunities.

Sustainability orientation refers to belief in the connection of environmental and societal consider-
ations in business operations (Chea Hooi, Ahmad, Amran, & Abidur Rahman, 2016; Kuckertz & Wagner, 
2010). It involves the readiness of the organisation to implement sustainability-related initiatives (Tata 
& Prasad, 2015).

Finally, a moral cognition, which is regarded as the essential values and beliefs of the entrepreneur 
or owner-manager, supports its role as wealth generator by the integration of sustainability into daily 
routines (De Clercq & Voronov, 2011; Wahga, Blundel, & Schaefer, 2018), with the subsequent develop-
ment of social and symbolic capital (Fuller & Tian, 2006). In sustainability context, entrepreneurs have 
to balance the opportunities with ethical and moral values, what makes a relevant difference with the 
traditional concept of entrepreneurship where sometimes values are sacrificed (Fisscher, Frenkel, Lurie, 
& Nijhof, 2005). What’s more, moral intensity is thought to guide perceptions and inspire entrepreneurial 
action (Muñoz & Dimov, 2017). Even, these authors state that individuals with prior knowledge struggle 
to seize a sustainability opportunity only if they face a high level of moral intensity. In spite of its im-
portance, the moral nature in sustainability decision-making is underexplored, requiring more in-depth 
study (Muñoz & Cohen, 2018).
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Context for Sustainable Entrepreneurship

The second theme in the exploration of sustainable entrepreneurship is the context for sustainable entre-
preneurship, which is regarded as all elements out of control for the sustainable entrepreneur that could 
affect the development of the venture (Muñoz & Cohen, 2018). In this context, formal and informal 
institution structures play a key role since they can provide support to the opportunity process and the 
risks entrepreneurs face (Marques et al., 2018; Šabasevičienė & Grybaitė, 2014).

Under the institutional entrepreneurship theory, which highlight the importance of institutions in 
encouraging the entrepreneurial activity, sustainable entrepreneurs are thought to change within exist-
ing organization to sustainability (Schaltegger et al., 2018). While formal institutions derived from 
regulations and social norms, informal institutions are those “values, norms, rules, beliefs, and taken-
for-granted assumptions’’ (Barley & Tolbert, 1997). According to Hörisch, Kollat and Brieger (2017), 
the most common formal institution is government activist and an example of informal institution is a 
socially support culture.

Most research has highlighted the positive influence of institutions on sustainable entrepreneurship 
(Meek, Pacheco, & York, 2010). For instance, policy intervention could lead to enable sustainable busi-
nesses (Silajdžić, Kurtagić, & Vučijak, 2015). What’s more, initiatives based of knowledge transfer by 
government (De Palma & Dobes, 2010) and training in higher education institutions and research centres 
(Marques et al., 2018) are regarded as enablers in SE. Likewise, Muñoz and Dimov (2015) find that a 
supportive social context could spur both behaviours. On the one hand, its presence may positively af-
fect the creation of new sustainable ideas and, on the other hand, the absence could lead to sustainable 
entrepreneurial action against a non-sustainable situation. In this vein, the lack of regulation can provide 
opportunities for environmentally pursued entrepreneurial actions (Hörisch et al., 2017).

Tied with the concept of institutions is the need of building legitimacy by sustainable entrepreneurs 
(Hörisch et al., 2017), understood as the perception that actions are desirable. Legitimacy is vitally 
important for new industries, becoming a valuable signal to stakeholders and investors in order to get 
competitive advantage (Ge, Jiang, Gao, & Tsai, 2016). Also, it is suggested that collaboration with in-
stitutions or reputable partners could boost the legitimacy (Steinz, Rijnsoever, & Nauta, 2016).

All in all, support and appropriate conditions from institutions should prevail in agendas. First and 
foremost, they can ensure the survival in the early stages of sustainable businesses (de Lange, 2017) 
since they stablish the “rules of the game”. This is vitally important in SE, due to the fact that emerging 
sustainable markets present highly unregulated environments. According to Verbong, Geels and Raven, 
(2008), policy interventions, through subsidies and regulatory adaptations, play a key role in the creation 
of a bridge between “valley of death” and sustainable innovation in markets (Muñoz & Cohen, 2018). 
Second, it provides a promoting tool for sustainable entrepreneurship, contribution to economic social 
and environmental wealth (Kant, 2018).

Not only are institutions relevant in the sustainable entrepreneurship context, relationships with other 
stakeholders and the role of the territory embeddedness are unexplored questions (Vlasov, Bonnedahl, 
& Vincze, 2018). In this sense, embeddedness could be considered an enabler to

Sustainable Entrepreneurship Outcome

With regards to the third factor, sustainable entrepreneurship outcome, encompasses the benefits or 
values from economic, social and environmental perspective to relevant stakeholders. According to 
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Muñoz and Cohen (2018), a sustainable entrepreneur is capable to reconciliate both goals, sustainable 
development and economic wealth accumulation. In such a way, they create value for societies, organiza-
tion and individuals (Hitt, Ireland, Sirmon, & Trahams, 2011). With the main purpose of contributing 
to environmental quality and social well-being, sustainable entrepreneurs fulfil two vital functions: 
together with creating economic value, the activity could have a major impact on shifts towards a more 
sustainable society (Parrish & Foxon, 2009). In such a way, the outcome of SE enables a transformation 
in society and market conditions and regulations (Schaltegger & Wagner, 2011).

The interest gained in research on SE has provoked a great deal of works focusing on the analysis 
of the economic impact or financial implications of the incorporation of sustainability in the strategic 
plans (Kraus, Burtscher, Vallaster, & Angerer, 2018; Muñoz & Cohen, 2018; Wahga et al., 2018). These 
studies claim that the sustainable opportunity offers the diminishing of costs and an increase in revenues 
with the consequent effect on economic performance (Dixon-Fowler, Slater, Johnson, Ellstrand, & Romi, 
2012). However, some firms conceive sustainability as a drain for their economic profits since it requires 
much effort (Dahlmann, Brammer, & Millington, 2008; Wahga et al., 2018).

Due to the lack to understanding of sustainable development by most SMEs (Chea Hooi et al., 2016), 
tied with the perception of profitability of sustainability activities, many opportunistic entrepreneurs 
could be attracted, searching for economic profit (Muñoz & Cohen, 2018). Thus, there is a call for act-
ing in the development of the understanding and implementation of a framework for the relationship 
between the three concepts of sustainability (Anbarasan, 2018; Hahn, Pinkse, Preuss, & Figge, 2015).

Sustainability Opportunity

Regarding the fourth factor, sustainability opportunity in SE, the understanding and detection to identify 
a sustainable opportunity are said to be relevant. The sustainability opportunity could be defined as the 
one that involves the pursuit of new combinations so as to simultaneously address economic, environ-
mental and social benefits (Muñoz & Cohen, 2018). In this vein, opportunities could have viewed as a 
vehicle to solve a sustainability problem, which are mostly characterised with high uncertainty (Wiek, 
Ness, Schweizer-Ries, Brand, & Farioli, 2012).

In such a way, opportunities can emerge from market imperfections. Some authors have studied the 
market imperfections that may foster the development of sustainable innovative business solutions, 
namely inefficient firms, externalities, flawed pricing mechanisms and information asymmetries. Dean 
and McMullen (2007) identified five market imperfections (public goods, externalities, monopoly power, 
inappropriate government intervention and imperfect information), concluding that the achievement of 
SE is based on the defeat of barriers to the efficient functioning of markets for environmental resources.

In sum, not only does the nature of opportunities differ from traditional entrepreneurship, the process 
through which the sustainable entrepreneurs seize on opportunities to take advantage of markets imper-
fections regarding social and environmental topics (Muñoz & Cohen, 2018) is besides more complex. 
In addition to that, what distinguish sustainability opportunities from others is the fact that the former 
can be identified outside markets and represent dis-opportunities or problems and they do not obey to 
“waiting to be recognised and realised” (Schaltegger et al., 2018).
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INTERNATIONALIZATION PROCESS IN SUSTAINABLE ENTREPRENEURSHIP

Due to the idiosyncrasy of sustainable entrepreneurs that encompasses the coalition of three objectives 
and the growing interest gained between academic and institutions, it makes it necessary to foster the 
creation of sustainable entrepreneurship as a vehicle to enhance sustainable development. In this sense, 
the achievement of economic, social and ecological performance remains important in order to achieve 
competitive advantage. Likewise, sustainable entrepreneurship emerges in a global context, owing to 

Table 1. Sustainable Entrepreneurship involvement

Factor Dimension Particular Characteristics

Sustainable 
entrepreneur 
 
 
 

Knowledge and skills
• Need of comprehensive understanding of environmental and social issues 
• Detection of threats and problems regarding social and ecological environment 
• Enabler to opportunity identification

Self-efficacy • Evaluation of one’s knowledge and skills to exploit a sustainability opportunity 
is crucial owing the complex of the process

Motivations /intentions
• Predominant desire of change the world 
• Intentions depend on the perception of desirability and feasibility of the venture 
opportunity and the interaction of these two kinds of perceptions

Values and attitudes

• Behavioural practices such as resistant, reactive, anticipatory and innovation 
based on sustainability roots 
• Values such as equality, solidarity, freedom, tolerance, respect for nature and 
shared responsibility 
• Altruist attitude 
• Value alignment is crucial is crucial in sustainable behaviour

Business orientation
• Willingness to undertake innovative, proactive and risky projects aiming at the 
achievement of economic, social and environmental issues of the firm and the 
environment in which they operate

Moral cognition
• Integration of sustainability in the daily routine 
• Moral intensity guide perceptions and inspire actions 
• A balance of opportunities with ethical and moral values

Context for SE 
 
 

Influence of formal 
institutions

• Positive influence of policy intervention, knowledge transfer initiatives and 
training in higher education institution and research centers 
• Subsidies and regularly adaptations help to survive in early stages

Influence of informal 
institutions • Importance of social support culture

Legitimacy • Vital in new industries

Embeddedness • Enabler to detect the social and ecological needs of the surroundings

Relationships with 
stakeholders • Emphasis in building of networks

SE outcome Value creation and impact
• Economic wealth 
• Contribution to environmental quality 
• Contribution to social well-being

Sustainability 
opportunity

Process • High uncertainty 
• Major complexity

Source • Coming from market imperfections and outside markets by dis-opportunities or 
problems

Source: own elaboration based on Muñoz and Cohen (2018).
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the fact that sustainability is a concept that should not be considered as a concern for some nations, but 
as a universal and international problem (Spence, 2011) that affects all firms and industries.

Thus, the study of the process of internationalization for sustainable entrepreneurs is worth taking 
into consideration since they would face problems in a global context and need to provide solutions at 
an international scope (Zolfaghari Ejlal Manesh & Rialp-Criado, 2019). Moreover, fostering entrepre-
neurship has the potential to enhance organization performance and reach strategic goals. Accordingly, 
further research is needed in order to get a better understanding of features of sustainable entrepreneur-
ship in the global market since there is a call for research to address this gap.

Underlying Theories in Internationalization Processes

The concept of internationalization encompasses the whole operations of a firm to develop in overseas 
markets, such as exporting, investing abroad or licensing, in which the foreign nature of operations 
or actors involved are the core of internationalization (Laghzaoui, 2011). While, from the traditional 
international business approach, internationalization is deemed as a process in which performance is 
considered the ultimate goal, in a sustainability context it could be understood as the achievement of 
the three goals. Research has endeavored to create a framework for understanding overseas transactions, 
under some important theories.

One of the first theories trying to explain international production is the market power theory (Hy-
mer, 1976). According to this theory, two conditions should be met to firms in order to do foreign direct 
investment (FDI). First, the firm must have a competitive advantage and there must exist imperfection 
in the target market. Moreover, the potential hazards of foreignness are due to the lack of knowledge of 
the local cultural, political, and legal systems. In this vein of underscoring the competitive advantage, the 
Eclectic paradigm or OLI presented by Dunning (1988) states that specific assets play a crucial role in 
decision-making process, namely ownership advantages (O), locational advantages (L), and internaliza-
tion advantages (I). Accordingly, the combination of these core dimensions are organizational capabili-
ties that allow international venture competitive advantage. Regarding the rational analysis of benefits 
and costs, the transaction cost analysis (Williamson, 1975), grounded on the efficiency in transactions 
between the different production units and their transaction costs, states that the internationalization 
degree of a firm is justified by this type of analysis.

The resource-based view (RBV) claims that the conjunction of resources and capabilities enables 
the achievement of competitive advantage by the creation of innovative and efficient management of 
resources. The competitive advantage can be sustained to the extent to which these resources are unique, 
that is, valuable, rare, difficultly imitable and non-replaceable (Nikolaou et al.,2018). In such a way, the 
internationalization process is deemed as a way to acquire new resources by acquisitions or strategic 
alliances (Das & Teng, 2000). Moreover, some academics has pointed out that incorporating sustain-
able issues creates a key capability to sustainable competitive advantage (Hart, 1995) that improves the 
international activity (Ghauri, Tasavori, & Zaefarian, 2014).

In the internationalization process of a firm, the study of the role of institutions is addressed by the 
institutional theory. According to this theory, firms should have a thoroughly comprehension of the rules, 
norms and behaviors prevailing in the host market in order to gain legitimacy (DiMaggio & Powell, 1983). 
Adapting to these norms, firms could be perceived as legitimate and consequently, obtain and maintain 
their competitive advantage. In this sense, this theory has been widely used by studies that highlight the 
importance of the collaboration with institution in order to avoid access barriers (Steinz et al., 2016). 
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In this vein, network approach highlights the importance of environment and surrounding factors as a 
crucial pillar stone, becoming the way a firm enters and interacts with international networks a key driver 
in internationalization process (Blomstermo, Eriksson, & Sharma, 2004; Coviello & Munro, 1997).

Distinctive Features of Internationalization in SE

According to De Massis, Frattini, Majocchi, & Piscitello (2018), research on internationalization could 
be summarized in four key aspects: locality versus globality; scope, modes, and location alternatives; 
timing and speed of internationalization; and international business models. Table 2 summarizes the 
internationalization process in the context of sustainable entrepreneurship.

The locality versus globality trade-off is deemed as the option of the sustainable entrepreneur to 
focus on local market or/and struggle to compete internationally. In SE context, the entrepreneur has 
to conciliate the environmental and social performance with the economic profit, with the desire of 
international growth. On the one hand, owing to the universal character of sustainability, it seems easy 
to think in the internationalization of the sustainability activity (Spence et al., 2011). In addition to that, 
the altruist attitude of the sustainable entrepreneur makes it feasible to think globally, in the sense, they 
are motivated to find a global solution for preventing global warming or environmental degradation 
(Covin & Slevin, 1991; Zolfaghari Ejlal Manesh & Rialp-Criado, 2019). What’s more, the pressure of 
formal and informal institutions to open markets could ease and foster the internationalization process 
(Šabasevičienė & Grybaitė, 2014; Steinz et al., 2016). On the other hand, the embeddedness in local 
territory could discourage the possibility to expand overseas and may lead them to be prone to the local 
market. In this vein, the local grassroots networks could have a positive impact on proactive entrepre-
neurship for resilience (Vlasov et al., 2018) and act as a barrier for international openness.

Other group of factors in internationalization process are bundled into scope, location and modes of 
entry choices. According to De Massis et al. (2018), scope is regarded as the firm’s geographic extent 
and location refers to the distant to the host countries. While both questions remain underexplored in 
SE, the factor of modes of entry and degree of control over foreign activities, have gained more atten-
tion in research. In this vein, formal and informal networks stand for the most relevant mode due to the 
importance of these networks in order to success in international ventures (Steinz et al., 2016; Zolfaghari 
Ejlal Manesh & Rialp-Criado, 2017, 2018).

Timing and speed of internationalization address the question of how quickly firms open to inter-
national markets after their inception. It is considered to be one of the more relevant aspect of inter-
nationalization process, showing an endeavor in literature to create a framework to explain this issue. 
Two main theories explain a gradual mode or a quick one. While Uppsala model (Johanson & Vahlne, 
1977) claims that experience in international transactions is acquired gradually and becomes a pivotal 
resource in the process, born global or international new ventures (INV) approach, asserts that firms 
can enter foreign markets from the moment of their founding, irrespective of the youth of the companies 
(Schueffel, Baldegger, & Amann, 2014). In SE, the rapid internationalization is a feature since many 
firms enter in international markets even before the commercialization phase. This is the case of renew-
able energy industry, where the commercialization phase may be slow and a way to accelerate it is by 
the international sales (Zolfaghari Ejlal Manesh & Rialp-Criado, 2017, 2018). Moreover, especially in 
high technological intensity sectors, SMEs opt for entering in international markets as born global or 
INV by a quick process, owing to their flexibility and agility (McDougall & Oviatt, 2005).
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Two different international business models could be adopted for firms in foreign markets, namely 
the options in terms of the focused (niche) and mass market (broad) strategy. Most SMEs adopt a niche 
market due to their lack of resources and a specific technological innovation in products (Zolfaghari Ejlal 
Manesh & Rialp-Criado, 2019). However, incumbents may opt for mass markets due to the access to 
more resources, and networks. Moreover, these large and mature companies may consider these SMEs as 
threats and they may opt for merging or acquiring them. In such a way, they exert a pushy effect on small 
firms to international markets. This strategy is followed by companies in the energy sector, for instance 
a Spanish venture in renewable energy system “Alpha”1. Its most successful section is wind power, be-
ing present in different international markets. “Alpha” was created by an incumbent Spanish firm after 
acquiring another Spanish SME in 2007. After the merge, the international activities and participation 
were spurred around the world, in Europe, Africa, America, Asia and Oceania. More examples could 
be found in IDAE database2.

Empirical Evidence of Internationalization Approaches in SE

In this section, empirical evidence on the intersection of international business and sustainable entre-
preneurship is examined. The research on the role of sustainable involvement influencing international 
diversification, growth, and performance is scant due to the novelty of the subject about international 
sustainable entrepreneur and the fact that the role of the non-financial incentives in the process of 
internationalization has been neglected (Park, 2018; Zolfaghari Ejlal Manesh & Rialp-Criado, 2019). 
Two different current research can be gleaned from empirical research. Those studies that analyse the 
internationalization as one strategy within a sustainable business and those that consider the engagement 
in the sustainable development as a strategy to growth internationally.

SE as a Strategy for Internationalization

Sustainable business literature on international context is mainly limited about the importance of adopt-
ing greening strategies to increase performance of the big and incumbent firms (Zolfaghari Ejlal Manesh 
& Rialp-Criado, 2017), becoming in such a way in the discussion about how large firms increase their 
competitive advantage by adopting sustainable strategies, which in turn, provokes economic profit (Ambec 
& Lanoie, 2008; Ariño, & Canela, 2010). In this vein, Park (2018) with a sample of large firms in an 

Table 2. The role of SE involvement in the internationalization process

Source: own elaboration based on De Massis et al. (2018).
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emerging country, namely South Korea, states that internationalization has both effects on sustainability. 
On the one hand, there is a positive effect on adopting sustainability activities due to the endeavour to 
avoid the liability of foreignness. On the other hand, internationalization could exert a negative impact 
on sustainability engagement due to the fact that subsidiaries of the emerging large companies are sus-
ceptible of being decoupled.

Likewise, SMEs has attracted attention from research community, showing that the sustainable en-
gagement, when regarding international context, is forced by pressure of intermediaries organization, 
environmental regulations and competitiveness reward, especially in developing countries (Wahga et al., 
2018). Moreover, foreign direct investments could be deemed as enablers to the realization of sustainable 
innovation strategy’s firm (Aldieri & Vinci, 2019).

In the context of family firms, Hernández-Perlines and Ibarra-Cisneros (2018) in their study with 
174 Spanish family firms, analysed the effect of sustainable entrepreneurial orientation in international 
firm performance. Their results show a positive impact and that sustainable entrepreneurial orientation 
explained 58.6% of the variance of the international performance of family firms.

Sustainable International Entrepreneurship

This approach focuses on the strategy of firms within the context of SE to internationalize their opera-
tions. In this vein, it could be considered a way to increase returns to scale, increase their competitive 
and innovative edge. Thus, it is a way to growth or become more valuable firms. In such a vein, em-
pirical research worth noting to shed light on the differences in the internationalization process due to 
sustainable involvement.

Only two studies have studied the internationalization strategy from the point of view of organiza-
tional strategy. First, Zolfaghari Ejlal Manesh and Rialp-Criado (2019) study the relationship between 
international entrepreneurship and sustainable entrepreneurs, in an attempt to define “international 
ecopreneur” and explore what factors encourage ecopreneurs to enter the international market and how 
they apply their human capital and social capital to identify and ventures. They use the methodology of 
case study of six Spanish sustainable firms in the renewable energy industry, showing their endeavours 
to access international markets and how these sustainable entrepreneurs take the opportunity to start their 
business overseas. Their results show that the main drivers that force to enter in international markets 
are the sustainability issues and the desire of making the world a better place to live.

Moreover, according to their results, important determinants in the international venture are identified, 
namely formal and informal ties, prior international experience and education. Those have a positive 
influence on the decision to enter international markets. In this vein, human capital, that is, entrepreneur 
with previous experience coming from projects or proper education are thought to help to identify future 
partner to expand businesses. In particular, the education in an international context could alleviate differ-
ent cultural problems by the knowledge of language and communication and business skills. In addition 
to the human capital, social capital or networks, both formal and informal, highlight as enablers to the 
identification and exploitation of international opportunities. Informal networks are for instance family 
and friends, which usually help in the process of international opportunity recognition and exploitation, 
especially in new and foreign context. Formal networks can be universities or institutions which are 
created by experts in a specific technology.

Second, Zolfaghari Ejlal Manesh and Rialp-Criado (2017) is the other study that focus on the re-
lationship between sustainable firms and internationalization strategy. In the renewable energy sector 
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in Spain, they focus on the organizational factors, that is factors such as the importance of the firms’ 
resources and capabilities, the relationship between the incumbent and new entrants in development 
of this industry, the process of commercialization and business model in the internationalization of 
the renewable energy companies. Their research addresses the question of how these factors can affect 
internationalization process. On base of their results, the Spanish firms internationalize to survive due 
to the lack of financial resources and the difficulty to access to funding due to the perception of being 
highly risky. What’s more, some factors can moderate the influence of lack financial resources, such as 
the level of technological maturity or/and size of the firms (Almor & Hashai, 2004).

In this sector, the disadvantageous position of small firms relative to incumbent and larger firms 
can be explained by liabilities of newness and size. For instance, small companies cannot compete with 
incumbents is sector such as wind energy. Thus, speeding up the commercialization process is the driv-
ing force for renewable energy firms’ internationalization, even in the pre-commercialization period. 
In addition to that, the age, size and level of technological maturity are claimed to be the main factors 
explaining the speed, scale and scope of business internationalization.

DISCUSSION AND CONCLUSION

This study brings a connection between two research streams, namely international businesses and 
sustainable entrepreneurship. Due to the novelty of the SE literature, major research issues remain to 
be explored on the intersection between both streams. In this study, we have identified two different ap-
proaches to study the topic of the interaction. First, the studies that deem the engagement in sustainability 
issues as a strategic decision in order to enhance their strategy of internationalization. Second, we have 
found studies that try to disentangle the effects that sustainable firms have on the internationalization 
decision-making process.

The first approach highlights the problem of the rent-seeking entrepreneurs with a focus on profit 
albeit considering sustainability as a strategy to gain competitive advantage (Muñoz & Cohen, 2018). 
In such a way, research has emphasized the positive impact of sustainability on income statement due 
to the increase of revenues. Despite being an opportunistic behaviour, which differs from the concept of 
sustainable entrepreneurship, it could become an opportunity to engage in sustainability issues. In such 
a way, sustainability is regarded a driver or enabler of internationalization in those countries without 
environmental regulations, for instance emerging or developing countries, where following sustainability 
issues could help to gain legitimacy in the host country.

We have focused on the second approach that struggles to get a deeper understanding of how the 
internationalization decision could be affected by the sustainable entrepreneurship involvement. First, 
we acknowledge the need for further theoretical and empirical research that accounts for the character-
istics of the SE framework in its four dimensions, sustainable entrepreneur, context for SE, SE outcome 
and sustainability opportunity (Muñoz & Cohen, 2018). In this sense, we follow the simplification of 
the key aspects based on De Massis et al. (2018) and consider four major areas of research in interna-
tionalization process, locality versus globality; scope, modes and location choices; timing and speed 
of internationalization and, international business models. The intersection of the SE framework and 
the different aspects of the internationalization making decisions become a topic worth considering for 
future research.
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Second, with regards to the decision of selling abroad, that is the decision regarding location versus 
globality, or generally speaking, the motivations or drivers for the internationalization decision, research 
has shown that motivations of sustainable entrepreneur make it easy the decision of trade overseas 
(Spence et al., 2011). The sustainable entrepreneurs’ desire of making the world a better place to live is 
a global issue that ease expansion of operations overseas. Notwithstanding, some individual aspects of 
the sustainable entrepreneurs remains underexplored. For instance, the impact of the moral cognition 
on the internationalization decision. Regarding the context, institutions are regarded as driver in inter-
nationalization process, although the impact of initiatives to entering in foreign markets are not studied. 
In this sense, the networks and relationships with other stakeholders are worth studying due to the fact 
that they are thought to have great of deal of influence (Marques et al., 2018). What’s more, the pressure 
of industry to acquire technological knowledge, could enable the propensity to open to foreign markets. 
The SE outcome may affect the decision of internationalization due to the search of economic prosper-
ity mainly or the “the need to survive” (Zolfaghari Ejlal Manesh & Rialp-Criado, 2019). Although the 
relationship between achievement of social and ecological performance and the internationalization 
decision remains unexplored. With regards to the sustainability opportunity, the process of recognition 
of an opportunity based on sustainability roots makes it easier the internationalization of the idea due 
to the global impact of an environmental solution.

Third, studies in relation to scope and location decisions are scant. In this sense, the SE involvement 
could vary from traditional entrepreneurship in the sense of geographical decisions. For instance, the 

Table 3. Some themes for future research on internationalization in SE

SE Framework

Sustainable 
Entrepreneur Context for SE SE Outcome Sustainability 

Opportunity

Internationalization 
Decision-Makin

Locality versus globality

Impact of moral 
cognition on 
the decision to 
internationalize 
operations

Influence that different 
informal institutions 
could have on the 
decision, as well as the 
pressure of competitors, 
customers, and other 
stakeholders

Are firms within SE 
in global markets 
more profitable 
than those focus on 
local markets?

Are the sustainability 
opportunity identified in 
global or local markets?

Scope, location choices 
and modes of entry

How knowledge and 
skills of sustainable 
entrepreneur could 
impact on the 
market selection and 
alternative to access 
foreign markets

The way in which 
informal ties could 
affect scope/location 
decisions and modes 
of entry

Is the choice of 
geographic market 
affected by the 
search of triple 
benefit in SE?

Does the opportunity 
recognition impact 
on the selection of 
geographic markets or 
modes of entry?

Timing and speed of 
internationalization

Are the high 
level of required 
knowledge a barrier 
to quick access 
to international 
markets?

Does the strong 
influence of institutions 
and stakeholders have 
an impact on the quick 
or incremental process?

The study of 
empirical evidence 
of firms within SE 
with slow process 
and quick access

Could the search 
of sustainability 
opportunity enable 
a slow process or by 
stages?

Internationalization 
business models

Is the choice or mass 
or niche market 
affected by drivers 
of sustainable 
entrepreneur?

How does firms within 
SE choose business 
models in different 
industries?

Does the 
performance differ 
from business 
model based on 
mass or niche 
markets?

Does the identification 
of an opportunity 
based on sustainability 
roots conditionate the 
business model?

Source: own elaboration
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proximity driver is not studied within SE. In this vein, we urge scholar to examine how the sustainable 
entrepreneur could affect the location decision or scope. With regards to the influence that SE involve-
ment has on modes of entry, the need of legitimacy or knowledge requirements could emphasize the 
alliance or networks (Wahga et al., 2018). In this sense, it is worth studying the impact of industry or 
other factors in the different modes of entry.

Fourth, regarding the timing and speed of internationalization, research has shown that quick and 
born global is common due to the fact that many sectors or industries need to start the commercializa-
tion process before entering in new market (Zolfaghari Ejlal Manesh & Rialp-Criado, 2019). But also, 
it is acknowledged that knowledge has a crucial role in the internationalization process of sustainable 
entrepreneurship. In such a vein, evidence in the fact that tied the sustainable entrepreneur’s individual 
knowledge with the decision of opting for quick or slow internationalization is scarce. Also, the con-
text, namely the informal relationship of SE should differ from traditional entrepreneurship due to the 
importance of networks.

Fifth, with regards to the impact of SE involvement in the business model chosen, that is niche or 
mass market, is thought that SE could enable niche markets due to the lack of financial resources. Not-
withstanding, the context for SE, especially incumbents competitors could make a pressure and affect 
this decision (Zolfaghari Ejlal Manesh & Rialp-Criado, 2017).

In Table 3, some questions for future research that arise from the conjunction of SE involvement and 
internationalization factors are outlined.

In conclusion, we have detected the opportunity to integrate both approaches, SE involvement and 
internationalization studies, to try to get a better understanding of internationalization of SE businesses. 
This study reviews the theoretical issues of the international business research, entrepreneurship theory 
and sustainable development approach. While the aim of this study is to address from a theoretical per-
spective the bridge between these disciplines, the empirical results are still not enough. This constraint 
becomes in turn as an opportunity to shed light in more empirical studies regarding firms or individual 
engaged in sustainable business.
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ABSTRACT

Making smart regions smarter through smart specialization strategies (RIS3) is today on the political 
and economic agenda. In this context, it becomes a priority to know the regional stakeholders’ percep-
tion of RIS3, based on the prioritization of the use of resources and capacities in their territories. The 
aim of this study is to perform a bibliometric analysis with the keywords smart specialization, regional 
innovation systems, and value, rareness, imitability, and organization (VRIO). The authors aim to con-
tribute to the clarification of the literature on regional innovation ecosystems. They also intend to suggest 
a new model that allows the VRIO model to be adapted to the territories. Through extensive research 
using the Web of Science database, five clusters were identified (multiple helix; smart specialization 
and RIS3; innovation and entrepreneurship; regional policies and knowledge transfer and technology 
commercialization; regional growth, entrepreneurial, and innovative ecosystem), whose content analysis 
allowed to construct the conceptual regional helix assessment model.
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1. INTRODUCTION

Research on innovation, entrepreneurship, and competitiveness has intensified over time. The emergence 
of new regional innovation policies in the general public policy stream is a consequence of recent eco-
nomic crises, as well as the result of more than four decades of research. This study takes new positions 
on the role of entrepreneurship and innovation in regional economic development, highlighting the 
importance of collaborative networks.

Currently, the world is composed of “smart regions” and “smart cities”(Kourtit & Nijkamp, 2018; 
Lopes & Franco, 2017; Markkula & Kune, 2015). Successful regional entrepreneurship and innovation 
ecosystems have been formed from a solid knowledge base, reconciling a network of complementary 
innovation processes with combinations of innovation resources (talent, funding, and infrastructure).

Entrepreneurship and innovation ecosystems are defined by the combinations of social, political, 
economic and cultural elements in a region. These ecosystems support the development and growth of 
innovative start-ups. (Lopes, Farinha, & Ferreira, 2018; Spigel & Harrison, 2018) encourage entrepre-
neurs in their early stages to take the risks to start the business (Spigel, 2017).

The triple (industry, government and academia) and quadruple (industry, government, academia, and 
society) helixes are increasingly recognized as a source of regional innovation, which encourages the 
transformation of scientific and technological research results into economic outcomes, in particular as 
reference for the development of Research and Innovation Strategies for Smart Specialization (RIS3In 
recent decades, it has been revealed that the dynamics of interaction between triple helix agents have 
resulted in important advances in the field of innovation, supported in some cases by collaborative proj-
ects supported by public funds.This thinking has gained increasing acceptance as a promising structured 
regional approach in a knowledge-based economy (Carayannis, Grigoroudis, Campbell, Meissner, & 
Stamati, 2018; Etzkowitz, 2003; Etzkowitz & Leydesdorff, 2000).

With the implementation of RIS3 in the European Union (EU), it is expected that the most developed 
economies in R&D systems will be able to invest in the creation of new intensive activities with a strong 
science component. In contrast, the least developed economies should focus their R&D on areas where 
the industry has already was implemented” (Foray, David, & Hall, 2009; Foray et al., 2012). RIS3 has 
changed our understanding of the role innovation plays in economic development, focusing on the regions.

When RIS3 came into being, regions had to select smart specialization domains, as well as their 
priorities, in areas where the region has a relative advantage. RIS3 consists of investing in knowledge, 
human capital, industrial and technological capital, and territorial skills (Camagni & Capello, 2013; 
Muller, Zenker, Hufnagl, Heraud, et al., 2017). RIS3 highlighted the key role played by Higher Education 
Institutions (HEI) in regional development (Secundo, Perez, Martinaitis, & Leitner, 2017). HEIs represent 
sources of entrepreneurial activities through leadership, knowledge and technology transfer, as well as 
their commercialization (Klofsten & Jones-Evans, 2000; Lopes, Ferreira, Farinha, & Raposo, 2018).

HEIs currently have three missions. However, traditionally, the mission of HEIs focused only on 
research and teaching. However, regional governments began to encourage HEIs to spread their learning 
processes by transferring knowledge to society (Etzkowitz, Webster, Gebhardt, & Terra, 2000). Over 
time, more and more academic participants engage in entrepreneurial activities. These activities were 
considered as a “third mission” of HEIs, as well as the means for their qualification as entrepreneurial 
universities. (Laredo, 2007).
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In the regional context, academic entrepreneurship has gained increasing recognition as a source of 
new knowledge and technologies, as well as serving as a driver for the development of a knowledge-
based society (Lopes, Ferreira, et al., 2018).

In this alignment, several authors have been focusing their research on finding new models to measure 
the international competitiveness associated with companies located in a given country or territory (eg, 
Buckley et al. 1990, Silva 1996, Coviello et al. 1998, Doyle & Wong 1998, Özçelik & Taymaz 2004, Tiits 
et al. 2015, Landika, Sredojevic, & Jakupovic 2018). Thus, a gap persists in the literature which takes 
into account the specific characteristics and resources of the regions to increase their competitiveness by 
increasing their socioeconomic performance. To address these inefficiencies, regions, and policymak-
ers need to increase their competitiveness, based on the resources and capacities of regions, through 
advanced innovation by adopting a model of socio-economic development for the regions. Thus, the 
objective of the present study is to perform a bibliometric analysis with the keywords smart specializa-
tion, regional innovation systems and VRIO. We aim to contribute to the clarification of the literature 
on regional innovation ecosystems. We also intend to suggest a new model that allows the VRIO model 
to be adapted to the territories (regions, countries or groups of countries). With this new model it will 
be possible to analyze the perceptions of stakeholders from the perspective of the different dimensions 
of smart specialization policies.

The structure of this chapter is as follows: the first section introduces the introduction, where the 
context of the theme under analysis is made and the purpose of the study is clarified. In the second 
section comes the literature review, aiming at a better understanding of the state of the art. The third 
section presents the methodology followed in the study, followed by the analysis and discussion of the 
results. Finally, there is the section of conclusions and limitations associated with this study, and further 
research lines are highlighted.

2. LITERATURE REVIEW

2.1. Regional Innovation Ecosystem

Over the past two decades, many empirical contributions have demonstrated the importance role that 
innovation plays in regional growth. In this context, the ability to innovate is one of the main determi-
nants of competitiveness and economic performance. The regions that innovate most often are those 
that invest the most in R&D and are more likely to boost their economic returns. Innovation activity can 
determine the economic success of a region (Evangelista, Meliciani, & Vezzani, 2018; Lopes & Franco, 
2017; Lundvall, 1999).

The triple helix model is composed of the interactive relations between three institutional spheres 
(industry-government-academy). The relations of the institutions are decisive for the creation of knowl-
edge. Knowledge represents the key to increasing production thus making interactions between the three 
actors stable. The triple helix model assumes that innovation and entrepreneurship provide the catalyst 
for competitiveness and regional development. Key features of this dynamic growth include coopera-
tion between institutional spheres and business sophistication, resulting in the creation of wealth and 
employment from academically launched R&D and innovation and then transferred to industry with 
government support (figure 1) (Farinha, Ferreira, & Gouveia, 2016; Leydesdorff, 2012). As a result of 
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the constant evolution of economies and society, the triple helix model evolved into quadruple helix, 
adding civil society to the model.

The quadruple helix emphasizes the importance of integrating civil society. The quadruple helix is 
composed of the interactive relationships between industry, government, academia, and society (figure 
2). From quadruple helix emerges an ecosystem of knowledge and innovation, well-configured for the 
knowledge economy and society (Carayannis & Campbell, 2009). 

Figure 1. Triple helix model
Source: Farinha and Ferreira (2016)

Figure 2. Quadruple helix model
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In terms of regional innovation systems (RIS), the increase of the dynamics of interaction between 
stakeholders results in wealth creation, employment creation and consequent increased levels of quality 
of living (Michie & Oughton, 2001; Muscio, Reid, & Leon, 2015).

RIS is defined as a system in which companies and other organizations are systematically engaged in 
interactive learning through an institutional environment characterized by innovation (Cooke, Uranga, 
& Etxebarria, 1998). Nowadays, the concept of RIS does not appear so often in the literature as the 
European Union changed its political agenda in 2014. These new policies are called research and in-
novation strategies for smart specialization (RIS3) and are based on the smart specialization of regions.

Smart specialization is a strategy to support the socioeconomic development of the US, based on the 
identification of priority areas and industries on a regional level, while stimulating the development of 
collaborative projects, based on innovation processes. (Markkula & Kune, 2015).

The goal of the smart specialization is to create unique advantages that are hard to copy. The con-
cepts of interconnected knowledge, technology, innovation, and expertise are concepts that must be put 
in place for any economy to evolve (Fagerberg, 2005; Schumpeter, 1950; Tiits, Kalvet, & Mürk, 2015). 
Thus, smart specialization can be said to include a vision of development process, identifying territorial 
strengths and weaknesses, defining strategic priorities and making use of smart policies to maximize 
the potential for knowledge progress in the regions (Martínez-López & Palazuelos-Martínez, 2014).

RIS3 consists of investing in knowledge, human capital, industrial and technological capital, and 
the skills of the territories. Thus, RIS3 highlights the role of knowledge, technology, and innovation 
for economic development and social welfare (Camagni & Capello, 2013; Foray, 2014; Tiits, Kalvet, 
& Mürk, 2015).

The role of higher education institutions (HEIs) has materialized in building bridges between knowl-
edge and business practice, making their applied research available to regional innovation ecosystems.
The contribution of HEIs in their various roles is crucial for the development of the regions. In many 
countries, HEIs are taking an increasingly active role in regional development and the interface of uni-
versities, industry, government, and society (Quadruple Helix). Co-creation, exploration of knowledge 
and exploitation of opportunities are important concepts and facilitators of innovation. The third mis-
sion of the IES is essential to maintain active regional innovation ecosystems through applied research 
production and knowledge and technology transfer (Carayannis et al., 2018; Lopes, Farinha, et al., 2018; 
Markkula & Kune, 2015).

For regional innovation systems to be effective, it is important to consider the resources and capabili-
ties underlying the region in which they operate.

2.2. Resource-Based View and VRIO Model Background

The theory of the resource-based view (RBV) was created with the objective of developing tools to 
investigate the position of companies associated with the resources used by them. Resources and ca-
pabilities are key aspects of strategy design, becoming evident as the relationship between resources, 
capabilities, competitive advantages and profitability are realized (Grant, 1991; Wernerfelt, 1984). From 
this perspective, companies can be viewed as a collection of productive resources, identifying the basis 
for creating competitive advantage (Backman, Verbeke, & Schulz, 2017; Barney, 1991), as well as value 
for the company and the creation of barriers to new companies that may emerge as competitors (Grant, 
1991; Wernerfelt, 1984).
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Wernerfelt (1984), in his theoretical contribution to the development of regions, defined a resource 
as anything that can be thought of as the strength or weakness of a given organization. As an example, 
resources may be goods and equipment, individual skills, patents, financial or creative resources. These 
resources are monitored by the organization and will enable the implementation of efficient and effec-
tive strategies (Barney, 1991). Resources can be classified into five categories: 1) human resources; 
2) financial resources; 3) physical resources; 4) individual resources and 5) organizational resources 
(Barney & Hesterly, 2007).

According to Grant (1991), “capacity” is the condition that a set of resources has to perform an activity 
in an integrated manner. Resources are the source of the organization’s capabilities, while capabilities 
are the essential sources of competitive advantage. Resources and capabilities, when well exploited and 
linked to market opportunities, become core competencies that will provide the organization with dif-
ferentiation and become a competitive advantage.

Some tools were developed based on RBV. The “Value, Rarity, Imitability and Implemented in the 
Organization” (VRIO) model serves as a means of application of the RBV. These tools appear to assist 
in the internal analysis of the organization from the perspective of resources and capabilities and their 
impact on competitive advantage (Barney & Hesterly, 2007). The VRIO model consists of four dimen-
sions of relevance to resources that achieve real and sustainable advantages: “Value, Rarity, Imitation, 
and Implementation in the Organization” (Barney, 1991; Barney & Wright, 1998). The VRIO frame-
work examines an organization’s activities and identifies capabilities that can improve a company’s 
competitive position in the marketplace (Andersen, 2011). Thus, the following research question was 
asked: How to apply the VRIO Model to regionsStarting from the valuation of resources and capabili-
ties intrinsic to organizations, it is now pertinent to adapt the VRIO model to the regions as a strategic 
tool for performance evaluation. Regions have fields of expertise, unique characteristics, differentiated 
human resources, and different infrastructures.

3. RESEARCH METHODOLOGY

Bibliometric studies have been increasingly developed in the social sciences and are being used as an 
alternative to systematic literature reviews (Ferreira, Li, Reis, & Serra, 2014; Marques, Reis, & Gomes, 
2018; Teixeira, Iwamoto, & Medeiros, 2013). Bibliometrics consists of the quantitative study of published 
physical units, or bibliographic units, or substitutes for any of them (Broadus, 1987). The principle of 
bibliometrics is to analyze scientific or technical activity through quantitative studies of publications, 
and quantitative indicators, in addition to supporting the understanding of the dynamics of science and 
technology, also function as tools for policy planning and decision making in a particular area (Medeiros 
& Russo, 2018; Santos, 2003). The bibliometric analysis provides useful information for academics and 
practitioners who study and want to deepen their knowledge within a particular field of research (Duque 
Oliva, Cervera Taulet, & Rodríguez Romero, 2006).

This study bases its epitemological construction on five fundamental principles: 1) clearly defining 
objectives with predefined eligibility criteria for the study; 2) apply an explicit and reproducible meth-
odology; 3) seek to systematize and identify all studies that meet the search criteria; 4) evaluate and 
validate the results of the included studies; 5) present a systematization of the characteristics and results 
of the included studies (Higgins & Green, 2011; Medeiros & Russo, 2018).
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Documents found in this study met the predefined inclusion criteria to determine the relevance of the 
study in: i) studies that are available in Web of Science Core Collection (WoS); ii) Studies published until 
June 31, 2018 (date of the research); iii) Include as search keywords “Smart specialisation” or “Regional 
Innovation Systems” or “VRIO”; iv) Only articles for analysis were selected (Table 1).

The WoS database was chosen for the present research as it is widely recognized by researchers as 
a multidisciplinary scientific database comprising thousands of high impact scientific conference and 
journal publications in the sciences, social sciences, arts and humanities from 1900 (Mota, Pinto, Para-
nhos, & Hasenclever, 2017).

3.1 Results

The scope of this analysis covers all available articles, languages, and countries because the purpose 
of this research is to arrive at a model of socio-economic development for the regions considering the 
resources and capacities of the regions.

3.1.1 Authors With the Greatest Productivity

Many authors from a wide variety of backgrounds have conducted research on smart specialization, 
regional innovation systems, and VRIO by publishing their findings in scientific journals indexed in 
Thomson Reuters Web of Science. This section displays, the 37 most impactful authors in the field of 
study (table 2). However, in the 172 articles, there are 380 authors.

Table 2 analyses the total number of citations as well as the number of articles published on the theme 
by the author. This ranking also provides a country where the authors developed their research activ-
ity. The most prolific author on the subject is Barney, JB and Wright, PM with a published article, 579 
times cited. Over the years, Barney, JB has developed his research in various fields such as management, 
business, applied psychology, operations research management science and economics. Wright, PM has 
developed his research in the field of management, applied psychology, business, industrial relations 
labor and social psychology. However, the author with the most articles published is Mccann, P, and 
Ortega-Argiles, R (six) who have 224 citations. It should be noted that most of these researchers work 
in the USA, Sweden, and the Netherlands. Nevertheless, a remarkably large number of authors work in 
Austria, Lithuania, Italy and other countries in Europe.

Table 1. Method

Steps Applied Criteria No. of Publications

1st step Base de dados WoS -

2nd step Studies published until June 31, 2018 
(research date) -

3rd step Search Terms: “Smart special *” or 
“Regional Innovat * Syst *” or “VRIO” 292

4th step Only “articles” were selected for analysis 172
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3.2 Most Productive Journals

This research identifies 105 journals that publish in the field under study. Table 3 presents the 35 most 
productive journals.

As noted in Table 3, two journals stand out: European Planning Studies with 22 published articles 
and Journal of the Knowledge Economy with 9 published articles. Regarding citations, Human Resource 
Management stands out with 579 citations (article by the authors Barney and Wright (1998)), the journal 
Regional Studies gathers 105 citations. European Planning Studies and the Journal of The Academy of 
Marketing Science presents 97 citations.

Regarding the impact factor (IF) evaluation of the publications included in this study, in a quality rec-
ognition approach to the published research, we highlight the Journal of Academy of Marketing Science, 
with an IF 8.488, the Journal of Strategic Information Systems, with an IF 4,313, and the Cambridge 
Journal of Regions Economy and Society with an IF 3,968.

Table 2. Most important authors in the literature

Rank Author Country Documents Citations Rank Author Country Documents Citations

1 Barney, JB USA 1 579 20 Arend, RJ USA 1 20

2 Wright, PM USA 1 579 21 Levesque, M Canada 1 20

3 Mccann, P Netherlands 6 224 22 De Geus, S Netherlands 1 17

4 Ortega-Argiles, 
R Netherlands 6 224 23 Dogaru, T Spain 1 17

5 Capello, R Italy 5 104 24 Van Oort, F Netherlands 1 17

6 Kozlenkova, IV USA 1 97 25 Karo, E Estonia 1 15

7 Palmatier, RW USA 1 97 26 Kattel, R Estonia 1 15

8 Samaha, SA USA 1 97 27 Morgan, K Wales 2 14

9 Camagni, R Italy 1 84 28 Muscio, A Italy 2 14

10 Beard, JW USA 1 57 29 Reimeris, R Lithuania 2 14

11 Sumner, M USA 1 57 30 Leon, LR Belgium 1 14

12 Andersen, J Sweden 1 54 21 Reid, A Belgium 1 14

13 Kroll, H Germany 4 46 32 Carayannis, 
EG USA 1 11

14 Martinaitis, Z Lithuania 3 23 33 Edelkina, A Russia 1 11

15 Naldi, L Sweden 1 23 34 Matzler, K Austria 1 11

16 Nilsson, P Sweden 1 23 35 Meissner, D Russia 1 11

17 Westlund, H Sweden 1 23 36 Peters, M Austria 1 11

18 Wixe, S Sweden 1 23 37 Siller, L Austria 1 11

19 Paliokaite, A Lithuania 2 21 - - - - -
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Table 3. Journals with a greater number of studies

Rank Journal Number of 
Publications Citations Impact 

Factor 2017

1 European Planning Studies 22 97 1.863

2 Journal of the Knowledge Economy 9 25 -

3 Technological Forecasting and Social Change 6 27 3.129

4 Environment and Planning C-Politics and Space 5 12 1.864

5 Management Decision 4 68 1.525

6 Regional Studies 4 105 3.147

7 Technology Innovation Management Review 4 10 -

8 Miscellanea Geographica 3 0 -

9 Science and Public Policy 3 12 1.368

10 Argumenta Oeconomica 2 0 0.178

11 Cambridge Journal of Regions Economy and 
Society 2 65 3.968

12 Environment and Planning C-Government and 
Policy 2 13 1.771

13 Foresight and Sti Governance 2 1 -

14 Growth and Change 2 84 1.192

15 Habitat International 2 4 3.0

16 International Journal of Knowledge-Based 
Development 2 1 -

17 Journal of Economic Policy Reform 2 29 1.513

18 Northern Review 2 1 -

19 Pakistan Journal of Agricultural Sciences 2 0 0.677

20 Papers in Regional Science 2 4 1.657

21 R&D Management 2 0 1.857

22 Regional Science Policy and Practice 2 1 -

23 Revista Brasileira de Marketing 2 0 -

24 Technology Analysis & Strategic Management 2 2 1.49

25 Ter es Tarsadalom 2 0 -

26 Human Resource Management 1 579 2.474

27 International Journal of Operations & 
Production Management 1 8 2.955

28 Journal of Rural Studies 1 23 2.658

29 Journal of Strategic Information Systems 1 57 4.313

30 Journal of Sustainable Tourism 1 11 3.329

31 Journal of Technology Transfer 1 11 2.932

32 Journal of The Academy of Marketing Science 1 97 8.488

33 Organization Science 1 20 3.027

34 Oxford Review of Economic Policy 1 35 1.444

35 Small Business Economics 1 14 2.852
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3.3 Cluster Analysis

VosViewer software benchmarked and identified the most relevant clusters about the field under study. 
O Vosviewer utiliza a técnica de mapeamento VOS (visualização de semelhanças). O software pode ser 
usado para criar mapas com base no corpo de texto ou em redes, como por exemplo as redes de citação 

Figure 3. Cluster analysis
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Table 4. Articles by cluster

Cluster 1 - Multiple 
Helix

Cluster 2 - Smart 
Specialization and RIS3

Cluster 3 -Innovation and 
Entrepreneurship

Cluster 4 - Regional Policies and 
Knowledge Transfer and Technology 

Commercialization

Cluster 5 - Regional Growth 
Entrepreneurial and Innovative 

Ecosystem

Andersen, Johnston, and 
Saritas (2017) Benner (2014) Bacic and Aralica (2017) Bellini, Grillo, Lazzeri, and Pasquinelli 

(2017)
Brumen, Gorenak, Rosi, and 
Rangus (2016)

Arbolino, Boffardi, 
Lanuzza, and Ioppolo 
(2018)

Borras and Jordana (2016) Camagni and Capello (2013) Borsekova, Vanova, and Vitalisova 
(2017)

Di Berardino, Mauro, Quaglione, 
and Sarra (2017)

Bachtler and Begg (2018) Capello and Kroll (2016) Capello and Lenzi (2016b) Carvalho and Winden (2018) Doran, McCarthy, and O’Connor 
(2017)

Becic and Svarc (2015) Capello (2017) Capello and Lenzi (2016a) Del Vecchio and Passiante (2017) Evangelista et al. (2018)

Carayannis, Meissner, and 
Edelkina (2017) Cooke (2016) Caragliu and Del Bo (2018) Foray (2016) Gonzalez, Mack, and Flores 

(2017)

Casaramona, Sapia, and 
Soraci (2015)

Dubois, Kristensen, and 
Teras (2017)

Chrysomallidis and Tsakanikas 
(2017) Konstantynova and Lehmann (2017) Heimeriks and Balland (2016)

Dogaru (2016) Estensoro and Larrea (2016) Chrysomallidis and Tsakanikas 
(2017) Lengyel and Lesko (2016) Mccann and Ortega-Argiles 

(2015)

Fellnhofer (2017a) Healy (2016) Dyba, Loewen, Looga, and Zdražil 
(2018) Martins (2016) Montresor and Quatraro (2017)

Fellnhofer (2017b) Healy (2017) Gjelsvik (2018) McCann and Ortega-Argiles (2013b) Mustra, Simundi, and Kulis 
(2017)

Fellnhofer (2018) Iacobucci and Guzzini 
(2016) Grillitsch (2016) McCann and Ortega-Argiles (2016a) Sacco (2017)

Geipele, Staube, Ciemleja, 
Zeltins, and Ekmanis 
(2015)

Kleibrink, Gianelle, and 
Doussineau (2016) Grillitsch and Asheim (2018) McCann and Ortega-Argiles (2016b) Sanchez-Moral (2015)

Gheorghiu, Andreescu, 
and Curaj (2016) Krammer (2017) Hoglund and Linton (2018) McCann and Ortega-Argiles (2016c) Suwala and Micek (2018)

Lorentzen, Muller, 
Manamela, and Gastrow 
(2011)

Kroll (2015) Karo and Kattel (2015) Morgan (2017) Talbot (2016)

Mieszkowski and Kardas 
(2015)

Kroll, Boke, Schiller, and 
Stahlecker (2016) McCann and Ortega-Argiles (2013a) Muscio et al. (2015) Varga (2017)

Paliokaite, Martinaitis, 
and Reimeris (2015)

Kutsenko, Islankina, and 
Kindras (2018)

Moodysson, Trippl, and Zukauskaite 
(2017) Muscio and Ciffolilli (2018) -

Paliokaite, Martinaitis, 
and Sarpong (2016)

Lundstrom and Maenpaa 
(2017)

Naldi, Nilsson, Westlund, and Wixe 
(2015) Romao and Neuts (2017) -

Piirainen, Tanner, and 
Alkaersig (2017)

Marlow and Richardson 
(2016) Nordberg (2015) Weidenfeld (2018) -

Reimeris (2016) Morgan (2016) Pugh (2018) - -

Rinaldi, Cavicchi, 
Spigarelli, Lacche, and 
Rubens (2018)

Muller, Zenker, Hufnagl, 
Heraud, et al. (2017) Radosevic and Stancova (2018) - -

Santini, Marinelli, Boden, 
Cavicchi, and Haegeman 
(2016)

Navarro, Valdaliso, 
Aranguren, and Magro 
(2014)
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Simonen, Svento, and 
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Nazarczuk, Uminski, and 
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Wilson et al. (2015) - - - -

25 Articles 24 Articles 21 Articles 17 Articles 14 Articles
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e co-citação. O Vosviewer permite também a criação de mapas de publicação para fornecer informações 
importantes sobre os temas em análise (Sinkovics, 2016). O Vosviewer pode ser utilizado para estudar 
qualquer tema. Já estão publicados diversos artigos cientificos que utilizaram o Vosviewer como por 
exemplo Lopes, Ferreira, et al. (2018), Lopes, Ferreira, and Farinha (2019), Maier, Maftei, Maier, and 
Bitan (2019), Perannagari and Chakrabarti (2019) and Hallinger and Kovačević (2019). Each color 
identifies each cluster (Figure 3). Of the 172 article articles that were extracted from WoS meeting the 
above criteria, VosViewer software excluded 71 articles for cluster analysis. According to VosViewer, 
these 71 clusters did not fit into any of the clusters.

Table 4 shows the articles that make up each cluster.
As can be seen from Table 4, cluster 1 (Multiple Helix) consists of 25 articles, cluster 2 (Smart spe-

cialization and RIS3) has 24 articles, cluster 3 (Innovation and entrepreneurship) has 21 articles, cluster 
4 (Regional policies and Knowledge transfer and technology commercialization) has 17 articles and 
cluster 5 (Regional growth entrepreneurial and innovative ecosystem) has 14 articles.

3.3.1. Cluster 1

The first cluster identified in this approach, referred to as “multiple helix”, is supported by five scientific 
studies. The study developed by Acheampong (2018) argues that the application of advanced quantitative 
research techniques would enrich future efforts of all stakeholders with a quadruple helix perspective 
(the relationship between academia, businesses, political decision, and civil society) involved in smart 
specialization.

Fellnhofer (2017b) argues that the European Commission is putting a lot of effort into facilitating 
smart specialization strategies for smart, sustainable and inclusive economic growth in Europe. Stake-
holder engagement has received increasing attention but is often overlooked by the academic community, 
possibly due to its complexity. However, with online platforms mechanisms reveal a promising potential 
for aggregation of different stakeholders, including the involvement of civil society, assisting in the 
implementation of smart specialization strategies.

Fellnhofer (2018) presented a bibliometric study whose objective is to systematically explore the 
multidisciplinary and multilevel aspect in smart specialization strategies. Some research paths with a 
recommended step-by-step approach, but also implications for theory and practice were highlighted.

The article published by Rinaldi, Cavicchi, Spigarelli, Lacchè, and Rubens (2018) analyses the 
emerging role of universities in social and human sciences in contemporary society through third and 
fourth mission activities, specifically the possible contributions these universities can make to capacity 
building and enhancement, supporting the concept of innovation change coherently through an Intelli-
gent Specialization Strategy (S3) approach. In the activities of the third and fourth mission, universities 
may play different and broader roles (generative, absorbing, collaborative and leadership), which could 
support regions in designing and implementing S3.

A paper presented by Casaramona et al. (2015) looked at the path to an international cooperation 
approach to facilitate the creation of an innovation-friendly environment in the Mediterranean partner 
countries. The author argued that the Mediterranean region needs to review and improve its research 
and innovation capabilities and systems. It is reinforced the need to invest in open innovation, where 
innovation is based on information, knowledge flow and networking. He adds that the low level of col-
laborations and interactions between the main actors of innovation is one of the main factors that hinder 
the implementation of innovation in Mediterranean societies. Moving from open innovation to targeted 
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open innovation, one can set specific goals related to the smart specialization that can support regional 
development.

3.3.2. Cluster 2

The cluster identified as “smart specialization and RIS3” is based on five scientific studies. Estensoro 
and Larrea (2016) argue that part of the difficulties in implementing RIS3 is related to the ability to 
develop bottom-up approaches, involving different public and private stakeholders, regionally better 
positioned than governments.The centrality of enterprise discovery in building and implementing a 
smart specialization strategy is critical. The construction of networks of territorial actors that can act as 
the senses of governments in the territory is urgent. However, one of the major challenges is how to deal 
with the complexity and conflict and the ability of social researchers to integrate into RIS3 processes.

The purpose of Muller, Zenker, Hufnagl, Héraud, et al. (2017) is to provide information on the im-
plications of the European Commission’s smart specialization agenda in a specific cross-border context. 
The article critically reflects on some of the facilities on the RIS3 agenda (research and innovation strate-
gies for smart specialization), illustrating their practical implementation in French and German regions.

Casaramona et al. (2015) argue that smart specialization that guides the innovative development 
of regions has proven to be an academic idea and a far-reaching political instrument. In the European 
Union, smart specialization is mentioned among the ex-ante conditions for receiving subsidies from the 
European Structural and Investment Funds. The results of the study confirm that most principles of smart 
specialization are considered, at least formally, in traditional regional innovation strategies.

Kroll (2015) and Kroll, Böke, Schiller and Stahlecker (2016) reflected on the implementation of the 
policy agenda for RIS3 in Europe. Policy challenges should include analysis of regional governance 
capacities and levels of business sophistication based on it. It adds that the main merit of RIS3 processes 
may in fact be in their contribution to changing governance routines and practices, even if these, for the 
time being, remain without measurable effect on policies.

3.3.3. Cluster 3

The cluster identified as “innovation and entrepreneurship” is centred on three scientific studies. Grillitsch 
and Asheim (2018) advocated that new industrial innovation policies, such as smart specialization, aim to 
drive economic growth through diversification into more complex and higher value economic activities.

Gjelsvik (2018) explored how university strategies and regional development paths co-evolve. The 
objective is to contribute to the discussion about how regions depend on a trajectory of transformation 
over time and how local universities can assume different roles in these processes. It also argues that 
universities contribute to creating new, transforming or extending existing regional economic develop-
ment paths through collaboration with regional industry. The study confirmed that universities play 
different roles depending on the type of industrial transformation that is taking place in their regional 
economies. Four different paths of regional development was highlighted: new pathways, new pathways 
to the region through transplants elsewhere, path renewal through diversification into related industries, 
and path extension through upgrading existing industries.

Zemtsov and Barinova (2016) proved the need for a regionally differentiated innovation policy based 
on the principles of smart specialization. It proposed guidelines for a new policy related to the conser-
vation of human capital, the formation of innovative businesses and the intensification of horizontal 
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connections. It suggested support tools for each type of region, which differ in the potential for creation 
and implementation of new technologies, technological and industrial expertise.

3.3.4. Cluster 4

The cluster “regional policies and knowledge transfer and technology commercialization” is based on 
5 scientific articles. The study developed by Martins (2016) focuses on two former European industrial 
regions - South Yorkshire (United Kingdom) and the Northern Region of Portugal. The study aims to 
identify a set of resources associated with business leaders and their relationship to industrial performance.

The study developed by Romão and Neuts (2017) analyzes the contribution of territory-sensitive 
resources based on natural characteristics and endogenous cultural factors - environmental dimension, 
innovation capacity and patterns of specialization to regional sustainable development.

The study points out that particularly resource-rich regions show poor socio-economic performance, 
showing high levels of tourism experts, based on large-scale, low value-added products and services, 
suggesting the need for new approaches to territorial design. Information and communication technolo-
gies can contribute to these achievements by integrating knowledge and innovation into the products 
and services that make up the experiences of smart tourism (smart development) and their connections 
with related sectors.

Del Vecchio and Passiante (2017) added that tourism can be used to promote smart regional growth, 
based on the example of the Puglia region of Italy, which is trying to achieve smart, sustainable and 
inclusive growth using a smart specialization strategy. The relevance of tourism to smart specialization 
is confirmed by the dynamics that are currently reconfiguring the sector into a regionally integrated and 
knowledge-intensive sector.

Konstantinova and Lehmann (2017) argue that several publicly or privately supported cluster associa-
tions have been established to facilitate proximity and interaction between regional stakeholders.These 
cluster associations launched a series of activities and services aimed at increasing the competitiveness, 
innovation, and productivity of their members and other stakeholders. This thinking line also points out 
that the activities developed in different clusters of information and communication technologies (ICT) 
reveal a central development for regional advanced industrial transformation in the context of regional 
smart specialization and the Industrial Renaissance.

3.3.5. Cluster 5

The cluster identified as “Regional Growth Entrepreneurial and Innovative Ecosystem” is based on 
three scientific studies. This cluster addresses in Talbot (2016) the failure of the most developed western 
economies and their difficulty in returning to the rates of economic growth enjoyed in the first half of 
the twentieth century. Central to secular stagnation is the complex link between capital investment and 
innovation, leading to fears that the recent collapse of investment is a cause and effect of the so-called 
end of innovation. Talbot’s paper examined the smart specialization agenda and demand-driven innova-
tion strategies as a means of removing innovation activity from reliance on large-scale top-down capital 
investments shifting focus to the role of the entrepreneur. in the process of innovation and growth. The 
study defend that the key features of smart specialization are used to underpin the construction of a 
conceptual model called the microsphere that presents policymakers with a framework for reconnecting 
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with the entrepreneur to drive innovation and growth at the regional level, further arguing that smart 
specialization can foster innovation among non-growing small rural businesses.

McCann and Ortega-Argilés (2015) address the relationship between smart specialization and regional 
growth based on EU cohesion policies. The study seeks to explain the challenges involved in applying 
this originally sectoral model to a regional and spatial scenario.

Evangelista et al. (2018) explore the specialization of the European Union (EU) regions on the per-
spective of key enabling technologies and assesses whether specialization in these technological areas 
affects regional growth.

The study reveals that regions specialized in technology are concentrated in central Europe; However, 
during the period considered (1996–2011), the less innovative and peripheral regions of the EU increased 
their knowledge of technology at the expense of the more advanced regions.

There is also evidence that (spatial) technology diffusion often occurs in contiguous regions. Finally, 
technological specialization aligned with smart specialization strategies positively affects regional eco-
nomic growth (gross domestic product per capita) and this effect is stronger for less innovative regions 
of the EU.

CONCLUSION REMARKS

The sustainability and socio-economic development of countries and regions depends on their competi-
tive advantages, including their position in global markets, their ability to attract investment (domestic 
or foreign investment), their ability to attract and retain skills, which together dictate their overall ability 
to produce wealth, job creation and social welfare (Buesa, Heijs, & Baumert, 2010; Dudek & Wrzochal-
ska, 2017; Farinha & Ferreira, 2016). The aim of this study is to perform a bibliometric analysis with 
the keywords smart specialization, regional innovation systems and VRIO. We aim to contribute to the 
clarification of the literature on regional innovation ecosystems. We also intend to suggest a new model 
that allows the VRIO model to be adapted to the territories (regions, countries or groups of countries).

RIS3 constitute the main growth approach of the European Union (EU) for the 2014-2020 period. 
These strategies must be formulated by a process of discovery and innovation for which academic en-
trepreneurship is crucial (Panori, Komninos, Kakderi, & Fellnhofer, 2017).

The smart specialization strategy aims to create a competitive advantage on regional territories 
(Radosevic & Stancova, 2018). Regions through regional governments, when implementing RIS3 are 
challenged to define smart specialization domains. It is through these areas of smart specialization that 
regions have access to the 2014-2020 Structural Funds (Foray et al., 2012; Gemma & Bulderberga, 
2017a; Paliokaite et al., 2015).

Innovation has become increasingly relevant in smart specialization and therefore in RIS3 (Gemma 
& Bulderberga, 2017b). Regions and their actors need to pay more attention to the resources and capaci-
ties they have available so that regional development is increasing. Innovation policy should be seen as 
a means of mobilizing, renovating, building and acquiring new resources and capabilities in a region 
and not as a cost. Regions should build and stimulate regional network capacity for economic renewal. 
(Laasonen & Kolehmainen, 2017).

Smart specialization domains, before being selected, require a detailed and complete diagnosis of 
territorial innovation capabilities. A poor diagnosis can lead to the expected results for the regions not 
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being achieved. In order to be competitive, it is fundamental to explore the regional characteristics and 
traditions (Camagni & Capello, 2013).

It should be noted that the VRIO model was originally developed and applied in organizations (Barney, 
1991). The model developed and presented in this study is therefore unique to the regions. In the new 
model presented, RIS3 of the respective regions is used as resources and capabilities.

Building Regional Helix Assessment Model

Based on the results of the clusters (cluster 1 - multiple helix; cluster 2 - smart specialization and RIS3; 
cluster 3 - innovation and entrepreneurship; cluster 4 - regional policies and knowledge transfer and 
technology commercialization; cluster 5 - regional entrepreneurial growth and innovative ecosystem) 
and From the literature review, the Regional Helix Assessment Model (figure 4) was developed.

The “Regional Helix Assessment Model” is a support model for measuring the perception of regional 
stakeholders in the different domains of RIS3 in the context of entrepreneurial innovative regional 

Figure 4. Regional helix assessment model
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ecosystems. These ecosystems supported by the collaborative interfaces of quadruple or more helices 
(Carayannis et al., 2018; Leydesdorff, 2012; Peris-Ortiz, Ferreira, Farinha, & Fernandes, 2016) need to 
be associated with other performance measurement tools, including measuring the perception of regional 
stakeholders in the different domains of smart specialization.

Based on the original models of the triple, quadruple or more helices, aligned with the dynamics of 
regional smart specialization and the enhancement of their resources and capabilities (Barney, 1991), 
brought together in regional innovation and entrepreneurship ecosystems through the knowledge transfer 
and technology commercialization (Lopes, Farinha, et al., 2018), it is urgent to evaluate the performance 
of this territories, from the perception of their stakeholders.

The adaptation of VRIO model to the territories (regions, countries or groups of countries), allows 
analysing the stakeholders’ perceptions, in the perspective of the different dimensions of smart special-
ization policies (Barney, 1991; Wernerfelt, 1984).

The Regional Helix Assessment Model is a theoretical model that needs to be addressed in the re-
gions in conjunction with its strategic priorities for smart specialization. For the model to be applied, 
it is necessary to apply a survey to the stakeholders of each region. The questionnaire is based on the 
resources and capabilities (smart specialization domains defined in RIS3) of the regions. The scale of 
the questionnaire corresponds to the scale applied by Croasmun and Ostrom (2011) (5-point Likert 
scale). Competitive Advantage (ACS) position when this feature or capability is already implemented 
in the region.
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KEY TERMS AND DEFINITIONS

Regional Helix Assessment Model: Model for measuring the perception of regional stakeholders in 
the different domains of RIS3 in the context of entrepreneurial innovative regional ecosystems.

Regional Innovation Ecosystems: working with models for successful collaboration, developing 
innovative instruments tools for enhancing opportunities, acknowledging the importance of partnering 
and bench-learning.

Regional Innovation Systems (RIS): Interactive learning that can produce evidence of institutional 
reactions very quickly, although, there is a time interval before the performance and business dynamism 
are harmonized across regions.

Research and Innovation Strategies for Smart Specialisation (RIS3): New approach to European 
regional and cohesion policies.

Resource-Based View (RBV): Theory to developing tools to investigate the position of companies 
associated with the resources used by them.

Smart Specialization: A process of developing a vision, identifying the strengths and weaknesses 
of the surrounding territory, defining the strategic priorities and making use of intelligent policies to 
maximise the scope for the progress and advancement of knowledge in regions.

Value, Rarity, Imitability, and Implemented in the Organization (VRIO): The model VRIO 
serves as a means of application of the RBV. These tools appear to assist in the internal analysis of the 
organization from the perspective of resources and capabilities and their impact on competitive advantage.
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ABSTRACT

In the abundant literature on social entrepreneurship, little attention is paid to the creation process of 
hybrid social ventures, beyond the assumptions that they are originated by market failures and are born 
to alleviate a social problem. Using a qualitative approach based on semi-structured interviews, the 
authors derive a process model explaining the creation of hybrid social ventures through effectuation 
and bricolage. They show that these decision-making tools may play a role in the creation process and 
that the new venture may have the defining characteristics of opportunity creation. They conclude that 
for a new venture to be created as a hybrid firm, a dual mission-goal with a social problem as the trig-
ger and a financial goal to ensure sustainability are required.

INTRODUCTION

The abundant literature on social entrepreneurship and hybrid social ventures is centered on definitions, 
on the extent of an organization’s hybridity, on their origin and purpose, as well as on success, sustain-
ability, and survival factors. The literature also focuses on how to manage the tension between social 
and financial goals, and on the organizational implications of the hybrid form. However, little attention 
is paid to the creation process of hybrid social ventures, beyond the conceptions that they are born as 
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such and are created with a purpose or that they are former business or charitable organizations that have 
evolved into a hybrid form over time (Holt & Littlewood, 2015). The aim of this research is to increase 
our understanding of how hybrid social ventures are created, how their creation process unfolds, how 
early decision-making takes place, and how opportunities for this type of firms are identified. Filling 
this void is important because hybrid social ventures are growing in numbers and recognition of business 
opportunities is the first and most critical step in business venturing.

The issues of how hybrid social ventures are created and how opportunities for this type of firms are 
identified need to be addressed because organizations merging business and social missions (Lee & Jay, 
2015) may play a role in resolving or alleviating social and environmental problems, more than initiatives 
coming from governmental institutions or not-for-profit organizations. Hybrid social ventures pursue 
social impact goals (Haigh, Walker, Bacq, & Kickul, 2015) and perform activities that generate societal 
impact (Santos, Pache, & Birkholz, 2015), but simultaneously seek to achieve financial sustainability 
through revenue generation from trading (Di Domenico, Haugh, & Tracey, 2010). Unlike governmental 
institutions and not-for-profit organizations that depend on taxation and donations, respectively, hybrid 
social ventures “self-finance” their social impact activities and, hence, can be a more effective solution.

Nowadays, causation and effectuation are two mainstream approaches in the literature on business 
venturing. While causation consists in setting goals and acquiring the required resources to achieve 
them, effectuation consists in creating solutions by combining the available means with contingencies. 
We believe that the theory of effectuation (Sarasvathy, 2001) can help us in the endeavor of filling the 
above-mentioned void for several reasons: The environment is uncertain and characterized by resource 
scarcity, and the success of social enterprises depends on the contribution of multiple stakeholders 
(Haigh & Hoffman, 2012; Lumpkin, Moss, Gras, Kato, & Amezcua, 2013). With regard to uncertainty 
and resource scarcity, Dacin, Dacin, and Tracey (2011, p. 1210) state that “a cognitive perspective that 
has particular resonance for the study of social entrepreneurship is effectuation theory. (…). Given the 
high levels of uncertainty faced in social entrepreneurship contexts and the resource constraints that 
social entrepreneurs usually operate within, we consider that effectuation offers fascinating possibili-
ties to study the decision-making strategies in this context.” In relation to multiple stakeholders, one 
of the pillars of the theory of effectuation is the engagement of self-selected stakeholders who provide 
additional resources (Wiltbank, Dew, Read, & Sarasvathy, 2006). Corner and Ho (2010) also suggest 
a role for effectuation in the creation process of social ventures. Di Domenico et al. (2010), in addi-
tion to referring to effectuation as a theory that sheds light on the process of entrepreneurial resource 
acquisition under conditions of resource scarcity, coin the concept of social bricolage. As effectuation 
and bricolage are connected (Fisher, 2012) and have a relationship with opportunity creation (Welter, 
Mauer, & Wuebker, 2016), we will also refer to bricolage and opportunity creation. In this respect, there 
is literature suggesting a link between social entrepreneurship and the creation of opportunities: “We 
found no social entrepreneurship articles that portrayed opportunities based on creation theory, and we 
believe such efforts could fill both conceptual and empirical gaps in social entrepreneurship research” 
(Short, Moss, & Lumpkin, 2009, p. 175). In their study of opportunities for social value creation, Corner 
and Ho (2010, p. 638) conclude that they are “created, not found or discovered.” Therefore, the objec-
tive of this chapter is to show that the effectuation approach, more than the casual approach, can help 
create new ventures that simultaneously combine business and charity at their core (Battilana & Lee, 
2014; Kolk & Lenfant, 2016).

The main contribution of this research is a process model explaining the creation of hybrid social 
ventures through effectuation and bricolage. The proposed framework fills the void in the literature on 
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how the creation process of these ventures unfolds. The model illustrates that entrepreneurs may create 
hybrid social ventures by means of effectuation and bricolage if there is a social mission to pursue and 
financial goals to ensure the sustainability of the new venture. The topics of this chapter can be of inter-
est for entrepreneurs willing to create a lucrative business with the potential to simultaneously resolve 
or alleviate a societal problem.

The content of this chapter pertains to the domain of sustainable entrepreneurship. Sustainable 
entrepreneurs create profitable businesses that also pursue social or environmental causes (Choi & 
Gray, 2008). They obtain entrepreneurial rents while simultaneously improve environmental conditions 
(Cohen & Winn, 2007). They focus on environmental preservation in the pursuit of opportunities that 
deliver economic and non-economic gains to individuals and society (Shepherd & Patzelt, 2011). Dean 
and McMullen (2007) state that environmental problems are the result of the failure of markets, and 
entrepreneurship can help resolve them because opportunities are inherent in market failure. Market 
imperfections (Cohen & Winn, 2007) and market failure (Dean & McMullen, 2007) contribute to envi-
ronmental degradation and simultaneously are a source of business opportunities. Therefore, sustainable 
entrepreneurship connects, on one hand, with the concept of hybrid social ventures that seek alignment 
between financial and social returns (Di Domenico et al., 2010; Nicholls, 2010) and between activities 
that generate profit and activities that generate societal impact (Santos et al., 2015). On the other hand, it 
has a link with market failures as sources of opportunities for hybrid social ventures (Santos et al., 2015).

The chapter starts with a literature review that introduces the constructs involved in the research: 
Hybrid social ventures, effectuation, bricolage, and opportunity creation. We justify the use of the case 
study as the research methodology and present RecStores as an example of hybrid social venture created 
thanks to the use of effectuation and bricolage. We provide the reader with information about El Rec, 
the tannery district of Igualada (Barcelona), about Rec.0, the fashion retail event that takes place in El 
Rec, and about RecStores, the legal entity that organizes the event. The results were obtained using the 
literature review as a template to analyze the data collected. In the discussion we link the results to the 
theory in order to identify the main findings. We finish with the conclusions of this research.

BACKGROUND

In this section we will review literature on hybrid social ventures, effectuation, bricolage, and oppor-
tunity creation.

Hybrid Social Ventures

Mair and Marti (2006) define social entrepreneurship as a process involving the innovative use and 
combination of resources to pursue opportunities to catalyze social change and address social needs in 
a way that is not dominated by direct financial benefits for the entrepreneurs. Dacin, Dacin, and Matear 
(2010) claim that the primary mission of the social entrepreneur is to create social value by providing 
solutions to social problems.

However, social entrepreneurs rely on market-based mechanisms and use business ventures to solve 
problems (Mair, 2010; Smith, Gonin, & Besharov, 2013). Indeed, they create both social and economic 
value to the benefit of collective interests (Short et al., 2009). McMullen and Warnick (2016) state that 
they blend the pursuit of social and financial value creation into the very fabric of the new venture. Di 
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Domenico et al. (2010) say that they pursue a social goal and achieve financial sustainability through 
revenue generation from trading.

Hybrid social ventures combine business and charity at their core (Battilana & Lee, 2014; Kolk 
& Lenfant, 2016). They merge business and social missions (Lee & Jay, 2015). Some authors refer to 
alignment: Between financial and social returns (Di Domenico et al., 2010; Nicholls, 2010); between 
financial viability goals and social impact goals (Haigh et al., 2015); and between activities that generate 
profit and activities that generate societal impact (Santos et al., 2015).

Moss, Lumpkin, and Short (2010) and Moss, Short, Payne, and Lumpkin (2011) explain that social 
ventures exhibit dual identities, a utilitarian (entrepreneurial, product oriented) identity and a normative 
(social, people oriented) identity. Battilana and Lee (2014) argue that the revenue-generating activities 
and the activities undertaken to achieve the organization’s social mission are integrated and share costs.

With regard to the extent of an organization’s hybridity, Kolk and Lenfant (2016) refer to a broad 
continuum between social only on the one hand and financial only on the other, with hybrid in the middle. 
Dees and Elias (1998) locate social ventures on a continuum between purely charitable and purely com-
mercial, depending on whether the entrepreneurial mission prioritizes a social or economic goal.

Some authors remark on the challenge of emphasizing both social and business goals simultaneously 
and ponder how to sustain commitments to conflicting goals over time (Smith et al., 2013) and how to 
create social and economic value simultaneously (Short et al., 2009).

Although Battilana and Lee (2014) and Santos et al. (2015) stress that neither form –business or 
charity– nor performance –financial or social− must be prioritized, some authors prioritize social goals 
over financial goals (Lumpkin et al., 2013; Hocherts, 2015; Holt & Littlewood, 2005; Lee & Jay, 2015). 
In contrast, some other authors prioritize financial goals over social goals (Dacin et al., 2010; Dacin 
et al., 2011). Therefore, there is no consensus about which sphere to prioritize. While Emerson (2003) 
contends that blended value does not require tradeoffs between social and financial value, McMullen 
and Warnick (2016) assert that blended value is costly and requires a tradeoff.

The success and sustainability of hybrid social ventures depends on the simultaneous achievement 
of the company’s social and financial goals and mission (Battilana & Lee, 2014; Smith et al., 2013).

Hybrid social ventures may originate as a result of market failures (Santos et al., 2015; Lumpkin et 
al., 2013) or failures due to absent or inefficient government (Kolk & Lenfant, 2016; Mair, 2010); to 
provide social goods not supplied by the market (Short et al., 2009); as a response to the lack of facilities 
and services in communities characterized by limited access to resources (Di Domenico et al., 2010); 
more broadly, to alleviate a particular social problem (Haigh et al., 2015); and, finally, as a result of the 
identification of antagonistic assets, resource combinations that a priori make the marketing of a product 
more difficult (Hockerts, 2015).

Effectuation

Effectuation consists in taking a given set of means and selecting between possible effects that can be 
created with them. The means are idiosyncratic to the entrepreneur and the effects are sought but not 
preselected. “Characteristics of decision makers, such as who they are, what they know, and whom they 
know, form the primary set of means that combine with contingencies to create an effect that is not pre-
selected” (Sarasvathy, 2001, p. 249). Effectuation is a coherent set of five heuristic principles grounded 
in expert entrepreneurial practice for decision-making under uncertainty (Read, Song, & Smit, 2009) 
useful in the creation of human artifacts (Sarasvathy, Dew, Read, & Wiltbank, 2008). The five principles, 
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enunciated as prescriptions to potential entrepreneurs, are: Start with your means (think about what you 
can do based on what is available to you); focus on the downside risk (affordable loss); leverage contin-
gencies; form strategic alliances; and control versus predict (the future cannot be predicted). In contrast, 
causation contends that goals determine actions and entails selecting the best action to achieve a given 
goal, subject to the available means. It also suggests that the future can be predicted.

Businesses created using the effectual logic are usually unexpected businesses because in effectuation 
processes the venture cannot be envisioned from the beginning. In contrast, in causation processes the 
venture is envisioned from the beginning (Chandler, DeTienne, McKelvie, & Mumford, 2011), goals 
are set beforehand, and all efforts are directed at achieving the pre-set goals. Furthermore, “effectuation 
processes do not set a specified end point, but focus on what can be done (given the capacity to influ-
ence and means at hand) to move toward a yet-to-be-determined near-term future end point” (Welter 
et al., 2016, p. 7).

The effectuator’s pool of resources (what I have) is composed of three categories of means: identity 
(who I am: traits, tastes, and abilities), knowledge (what I know: education, training, expertise, and 
experience), and network (whom I know: social and professional networks).

The principle of affordable loss recommends that decision-makers avoid risking more than what they 
can afford to lose (Read et al., 2009).

Given the exact same starting point, contingencies shape the artifact that is finally created (Sarasvathy, 
2001; Harmeling, 2011). Entrepreneurs exploit contingencies rather than preexisting knowledge, and 
manage failures rather than trying to avoid them. They do not merely react to contingencies but rather 
actively seek to transform them into resources (Harmeling & Sarasvathy, 2013).

Effectuation allows for the co-creation of ventures with nothing more than the available resources 
and stakeholders who self-select into the process and make pre-commitments (Read, Sarasvathy, Dew, 
& Wiltbank, 2016). New stakeholders provide additional means (Read et al., 2009). Pre-commitments 
are provisions of resources made early in the process by self-selected stakeholders who engage a priori 
(Wiltbank et al., 2006). Stakeholders not only provide resources, they also set agendas. Courses of action 
are co-determined by stakeholders who commit resources to particular actions (Sarasvathy et al., 2008). 
Indeed, “who comes on board determines what the new market will look like” (italics original; Sarasvathy 
& Dew, 2005, p. 558). The contribution of stakeholders causes an expanding cycle of resources and a 
converging cycle of constrains on goals (Wiltbank et al., 2006).

The essence of effectuation is a non-predictive way of coping with uncertainty (Sarasvathy, 2001). 
High uncertainty reduces the accuracy and usefulness of prediction, requiring alternative approaches 
(Wiltbank, Read, Dew, & Sarasvathy, 2009). Effectuation refers to Knightian uncertainty, for which the 
future is unknowable because it is impossible to calculate probabilities since distributions do not exist 
(Sarasvathy et al., 2008).

Effectuators focus on the controllable aspects of an unpredictable future rather than on the predict-
able aspects of an uncertain future. The logic of non-predictive control suggests that to the extent you 
can control the future you do not need to predict (Wiltbank et al., 2009).

Sarasvathy (2001) asserts that the available set of means restricts the possible effects that can be cre-
ated and that the decision-maker uses the heuristic principle of affordable loss for selecting between the 
means. She also says that, although the assumption of preexistent goals is eliminated, the entrepreneur is 
guided by a generalized end goal or aspiration in the sense that effectuation is not a theory of trial-and-
error and the effectual process is purposeful and propelled through high level goals (Read et al., 2016).
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Effectuation is about creating human artifacts and designing the environments in which entrepreneurs 
live and work. Harmeling and Sarasvathy (2013) state that entrepreneurs must not passively accept the 
rules of the game, meaning the prevailing norms and modes of operation in their environments, but 
rather seek to influence and transform their environments. Effectual artifacts may take on shapes that are 
unanticipated and sometimes even unimagined (Sarasvathy et al., 2008; Harmeling, 2011). Moreover, 
“the end-product (…) is inherently unpredictable at the beginning of the process because the process is 
actor-centric: it depends on which actors come on board with what commitments” (Sarasvathy & Dew, 
2005, p. 544).

Figure 1 shows a dynamic model that describes how new markets as effectual artifacts are created 
by means of the effectual interactions of their creators (Sarasvathy & Dew, 2005). Effectuators consider 
what they can do based on all the resources available to them. By engaging self-selected stakeholders 
who commit resources to the endeavor, the available means are increased. In exchange for the additional 
resources they commit, these stakeholders help shape the artifact by narrowing the scope of the goals.

Dew, Read, Sarasvathy, and Wiltbank (2011, pp. 235-236) view new market creation as a result of 
transformation processes rather than as a result of search and selection in a universe of exogenously given 
market opportunities. Entrepreneurs “generate usable innovations’ out of ‘a series of transformations 
of the particular stakeholders’ means-at-hand into new goods and services that are often unanticipated 
residual artifacts of the effectual process.” They list a variety of transformation types: Deletion and 
supplementation, composition and decomposition, exaptation, manipulation, deformation, among others. 
Exaptation, similar to bricolage, occurs when a resource characteristic that once served a function has 
evolved to serve another function (Welter et al., 2016).

Bricolage

Departing from Lévi-Strauss concept of bricolage (“making do with what is at hand”), Baker and Nel-
son (2005) explain how some entrepreneurs create something out of nothing in resource-constrained 
environments by exploiting resources at hand “available very cheaply or for free” (p. 336) because they 
are rejected or ignored by other firms. Bricolage consists of recombining and reusing “resources for 
different applications than those for which they were originally intended or used” (p. 335) or recom-
bining existing resources for new purposes or using means in novel ways (Welter et al., 2016). Also, 

Figure 1. Dynamic model of Sarasvathy and Dew (2005)
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entrepreneurs practicing bricolage refuse to enact or be constrained by environmental limitations (e.g., 
firms enact limitations when they do not take action for lack of a budget). Baker and Nelson (2005) 
claim that resource environments are unique and idiosyncratic to the firm.

Entrepreneurs may use bricolage due to resource constraints or scarcity or lack of the right resources, 
as suggested in the literature that connects effectuation and bricolage (Fisher, 2012; Welter et al., 2016). 
Fisher (2012) asserts that resource constraints are a source of creative innovation and that taking action 
is a mechanism for overcoming those resource constraints. Lumpkin et al. (2013) state that limited and 
scarce resources force social entrepreneurs to act entrepreneurially and stimulate them to become creative. 
Di Domenico et al. (2010) suggest that resource constraints push the social enterprise into finding in-
novative ways of using existing resources and acquiring new resources in order to both achieve financial 
sustainability and generate social outcomes.

Opportunity Creation

Alvarez and Barney (2007) discuss the question whether opportunities exist out there, independent of 
the actions and perceptions of individuals, just waiting to be discovered (discovery approach), or are 
created by the actions of the entrepreneur (creation approach). Some authors claim that entrepreneurial 
opportunities are created, enacted, or produced, rather than merely discovered (Alvarez & Barney, 2007; 
Baker & Nelson, 2005; Berglund, 2007; Edelman & Yli-Renko, 2010; Klein, 2008; Sarason, Dean, & 
Dillard, 2006; Wood & McKinley, 2010).

Opportunities are created by the actions, reactions, and enactment of entrepreneurs (Alvarez & Bar-
ney, 2007). Opportunities do not exist until entrepreneurs create them through a process of enactment 
(Alvarez, Barney, & Anderson, 2013). Entrepreneurs act, wait for a response from the market, adjust 
the beliefs, and act again (Alvarez et al., 2013; Vaghely & Julien, 2010). Similarly, entrepreneurs fol-
lowing an effectuation process make decisions, observe the results of those decisions, and utilize this 
new information to change course (Chandler et al., 2011). In opportunity creation, entrepreneurs test 
their beliefs about an opportunity against the market and based on feedback they refine the beliefs and 
continue to do so until they either give up or form an opportunity (Alvarez et al., 2013). Moreover, 
opportunities are constructed over time by means of the entrepreneur’s ongoing interaction with the 
environment (Suddaby, Bruton, & Si, 2015).

There are some commonalities between opportunity creation (Alvarez & Barney, 2007; Alvarez 
et al., 2013) and effectuation (Sarasvathy, 2001; Wiltbank et al., 2006): Entrepreneurial agency in the 
creation of opportunities; uncertain decision-making context; iterative process of action and reaction; 
use of intuition and biases and heuristics; inability to see the end from the beginning; there is no end 
until the process has unfolded; acceptable and affordable loss; no role of potential gains and downside 
potential; bootstrapping and available means; opportunities unrelated to current markets and industries; 
experimentation and learning from successful or failed actions; construct something that was previously 
unknown, unknowable, and unanticipated.

Suddaby et al. (2005) equate causation to discovery and effectuation to creation. Corner and Ho 
(2010, p. 638) found some coincidences between effectuation and opportunity creation: “Effectuation 
processes (…) seem to include the very creation of entrepreneurial opportunities.”

Both the creation approach and effectuation can involve the creation of new markets. Following 
Alvarez, Young, and Woolley (2015), we co-create an opportunity when we create the market (demand 
and supply) and the corresponding institutions (industry standards and government regulations). Prior to 
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the actions of the entrepreneur, the industry did not exist and there was neither demand (e.g., sales) nor 
supply (e.g., production). Customers must often be educated as part of the creation process. We usually 
cooperate with diverse stakeholders. In a similar vein, Sarasvathy, Dew, Velamuri, & Venkataraman 
(2003) argue that in opportunity creation neither demand nor supply exist prior to the entrepreneurial 
venture, and both sides of the market have to be created anew.

In the Introduction section we mentioned that little attention is paid to the creation process of hybrid 
social ventures. The literature review on effectuation, bricolage, and opportunity creation suggests that 
these frameworks may help us to fill this gap. Therefore, we propose the following research question: 
“How can effectuation (and bricolage and opportunity creation) contribute to explaining early decision-
making in hybrid social ventures?” We will answer this question by examining the creation process of 
RecStores.

METHODOLOGY

The case study was chosen as the research methodology because the research question starts with “how” 
(Yin, 2017) and the purpose of the inquiry is to understand a specific phenomenon and to build theory 
using qualitative evidence, rather than test hypotheses and generalize findings. Because of the exploratory 
nature of this study, we chose a qualitative approach based on semi-structured interviews with founders-
managers of RecStores, the legal entity established to organize the Rec.0 event. The expected outcome 
of this research was a process model describing the relationships between some constructs that would 
shed light on how hybrid social ventures are created.

We used an analytical approach following Gioia, Corley, and Hamilton (2012), who propose a method 
to develop new concepts and derive models designed to provide qualitative rigor to the conduct and 
presentation of inductive research. Applying this method allowed us to convert the content of the semi-
structured interviews into a process model, as shown in Figure 2.

We followed the sequence: quotations from the semi-structured interviews → constructs used by the 
researchers to codify the quotations → dimensions that aggregate the constructs. The set of statements, 
constructs and dimensions was the basis for the data structure, which represents the progression from 
raw data to the derived model. The model that shows the dynamic relationships among the emergent 
concepts and clarifies the relevant data-to-theory connections is depicted in graphical form. Using this 
method allowed us to maintain a chain of evidence (Yin, 2017) for external observers to be able to 
follow the derivation of evidence from the research question to the case study conclusions. The set of 
constructs used by the researchers to codify the content of the semi-structured interviews was selected 
from the literature review on effectuation and bricolage. On the one hand, we used the effectuation five 

Figure 2. Analytical approach following Gioia, Corley, and Hamilton (2012)
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heuristic principles to identify evidence to confirm that RecStores was created following an effectual 
process, as “following all principles clearly represents a case of effectuation” (Welter et al., 2016, p. 
10). On the other hand, we used the following codes: means, effects, contingencies, strategic alliances, 
decision-making process, transformation (of means into effects) and bricolage. The means code was split 
into: who I am, what I know, and whom I know. We also included dual mission-goal from the literature 
on hybrid social ventures.

As described before, primary data was collected through semi-structured interviews with founders-
managers of RecStores. Although the interviews were open, a questionnaire based on the literature review 
was prepared to guide the interviews and keep the focus on the research question. All the interviews 
were recorded, transcribed, and coded. Secondary data came from archival documents including website 
information, newspaper clippings, internal documents, and public reports.

RecStores was selected because it was a priori considered to be an example of a hybrid social venture 
created through using effectuation and bricolage. RecStores is a hybrid social venture because it pursues 
earning money and also revitalizing El Rec. Both business and charity are part of its core (Battilana & 
Lee, 2014). They are earning money (see Table 1) and attracting more than 120,000 visitors to the district 
twice a year for 4 days. They organize an array of social and cultural activities in parallel to the fashion 
retail event to bring people to the tannery district, thus contributing to its recovery and preservation. 
We also show (see Table 2) that the venture was created thanks to the use of effectuation and bricolage.

THE CASE OF REC.0

This section is devoted to present Rec.0, an event organized by the firm RecStores to revitalize El Rec, 
the tannery district of Igualada (Barcelona).

El Rec, the Tannery District of Igualada (Barcelona)

Igualada had a population of 39,540 inhabitants in 20181 and it is located 60 kilometers to the West of 
Barcelona. The town is known in the region of Catalonia for its economy based on textile and tanning 
industries. Despite a steady downturn in both industries, some activity currently remains and many 
buildings bear witness to a glorious industrial past.

Table 1. RecStores, S.L. financial information (amounts in €)

Year 2012 2013 2014 2015 2016 2017

Revenues 403,529 679,254 794,907 980,609 1,197,451 1,180.165

EBIT 47,624 120,167 105,381 85,974 76,615 46,827

Net earnings 35,718 90,124 79,036 64,481 57,461 35,120

Retained earnings 35,718 125,842 204,878 269,359 326,820 361,941

ROA 24.2 40.8 28.4 17.8 15.0 7.8

ROE 123.0 93.3 50.7 31.6 23.2 12.8

Source: SABI
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El Rec is the district of Igualada where tanneries have been located since the 18th Century. “Rec” is 
the Catalan word to name the narrow water channels that provide towns with water for human or eco-
nomic activities. El Rec of Igualada runs parallel to the Anoia River and supplies water to orchards and 
tanneries. It also gives its name to the entire tannery district. Today most of the tanneries, built during 
the 19th and 20th Centuries, are abandoned.

The abandoned tanneries and the district itself constitute a cultural landscape (Jones, 2003; Plien-
inger & Bieling, 2012). Cultural landscapes are the result of the relationships between human activity 
and the environment (Farina, 2000). They include, not only natural processes, but also the past, present 
and future role of humans (Vos & Meekes, 1999). As Sabaté (2012) explains, cultural landscapes are 
the result of the action of a social group over a natural landscape or, in a less orthodox definition, the 
mark of human work on the territory, true memorials to anonymous workers. They are heritage to be 
recovered and preserved. Urban planners sustain that esteem of residents is key for the recovery, pres-
ervation, and reuse of cultural landscapes, and that reuse should not be linked to the original industrial 
activities, nowadays economically unviable, but rather to new activities, able to attract investments and 
generate new wealth and jobs such as educational tourism. Successful revitalization initiatives emerge 
from the bottom to the top, boosted by lovers of the territory.

Table 2. Evidence in support of the effectuation five heuristic principles

Effectuation Principle Evidence

Start with your means

“We are six people from different backgrounds, but we complement each other well because 
everybody has assumed an area of responsibility. All of us knew each other for some reason: 
having shared an office, having been partners before, having done jobs together, having gone 
to the same school… We had in common the fact that all of us were self-employed.”
None of the founders had experience in the fashion retail industry. 
They are 4 designers, one of them also a painter, a lawyer that creates news content, and an 
editor with education and experience in marketing. 
“We had to count on friends and acquaintances.”
“We had to ask for favors.”
“We took advantage of direct and indirect contacts with brands.”
They also had direct and indirect contacts with national media.

Focus on the downside risk

They have never borrowed from banks. They invested some personal savings to establish the 
firm. 
The minimum amounts guaranteed by the brands do not cover the overall cost of the event. 
The risk of losing money exists if the brands do not sell enough. 
“We spend as little as possible not to depend on others. We are only willing to assume the risk 
of a rainy edition that prevents brands from selling as expected.”
“During the first editions we were not paid any salary and the firm did not make any profit, 
but the team accepted this because all of us believed in the project.”

Leverage contingencies

Rain, floods, gales, storms, brands and owners of abandoned tanneries who pulled out a few 
days before the event, blackouts in stores full of shoppers because the power generator has 
stopped (“without any blackout, it is not Rec.0”)...
They have learnt a lot from contingencies. 
“And, above all, we do accept contingences laughing; and so do the visitors. Nothing ever gets 
extremely serious... in this business.”

Form strategic alliances They partner with: brands, designers, owners of abandoned tanneries, real estate agents, the 
city hall, local retailers (Off-Rec).

Control versus predict

“One of the keys is the team, since the members go to great lengths to make every edition 
different and better than the previous one.”
“Finally, they decided to continue. But there is no plan to organize ten or twenty editions. And 
there is no time horizon.”
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Many photographers are fascinated by the so-called abandoned ruins. They take pictures of abandoned 
buildings that capture the effect of the passage of time in forgotten places that were full of activity in 
the past. Most of the pictures are taken indoors. This practice is also a means to call people’s attention 
to the need of preserving threatened heritage. The tanneries and the entire district have also been the 
object of photographers of abandoned ruins.

Rec.0 and RecStores

Rec.0 is a biannual event that takes place for 4 days in the tannery district of Igualada2. It consists in sell-
ing off discontinued stock of renowned fashion brands. There are two editions per year, spring-summer 
(May) and autumn-winter (November). Clothing is sold in pop up, ephemeral stores inside the abandoned 
tanneries at large discounts. Among similar events in Europe, Rec.0 is the largest in numbers. The last 
edition attracted 120,000 visitors, 80 percent of which were non-local, and concentrated 100 fashion 
brands in 60 stores. Together with the sell-off, other parallel activities are organized, such as music, 
gastronomy, conferences, exhibitions, and a contest for emerging designers. Up to the time of collecting 
the data for this research, 20 editions have taken place.

RecStores is the legal entity established by the six creators of the Rec.0 event. Among other tasks, 
the firm sets the rules, selects the fashion brands, coordinates the communication campaign, rents the 
abandoned tanneries, converts them into stores by supplying furniture, fitting-rooms, counters and 
lighting, supervises the inventory for sale in the stores, and organizes the parallel activities. The brands 
pay a commission on their sales to RecStores. There is a minimum amount guaranteed, but it does not 
cover the overall cost of the event and, hence, the risk of losing money exists if the brands do not sell 
as expected. The minimum amounts guaranteed are low because they were set at the beginning with the 
aim of attracting the desired brands. The overall cost of the event includes indoor and outdoor assembly, 
permits and licenses, the salaries of the staff in charge of communication and supervision and the rent 
of power generators. The brands have included Rec.0 in their annual plans to sell discontinued stock, 
together with other channels such as their own outlet stores and online outlets. They use Rec.0 not only 
to sell inventory but also to enhance brand awareness3.

RESULTS

Table 3 shows the data structure for this research. The column “Statements” shows the quotations from 
the semi-structured interviews. The column “Constructs” shows the constructs used by the researchers 
to codify the quotations. The constructs in the second column are gathered in the column “Aggregate 
dimensions.”

Figure 3 is the outcome of Table 3 and is a graphical representation of the derived model. It sum-
marizes the results of this research:

1.  The founders of RecStores possessed a pool of resources (what I have) comprised of three categories 
of means: identity (who I am), knowledge (what I know), and network (whom I know)

2.  They used bricolage materials
3.  They transformed contingencies into additional resources
4.  The contingences also influenced their decision-making process

 EBSCOhost - printed on 2/8/2023 5:45 PM via . All use subject to https://www.ebsco.com/terms-of-use



191

Creating Hybrid Social Ventures Through Effectuation and Bricolage
 

5.  They combined their set of means with the contingencies to create a non-preselected effect, a hy-
brid social venture with a dual mission-goal: earn money and attract visitors to El Rec; the hybrid 
social venture has some characteristics of opportunity creation

6.  They transformed means into effects through a decision-making process
7.  They were inspired by a dual mission-goal: earn money and attract visitors to El Rec
8.  The transformation required some partnerships forged thanks to strategic alliances of self-selected 

stakeholders
9.  The partnerships were facilitated by the founders’ whom I know
10.  The partnerships provided additional resources
11.  The partnerships also influenced their decision-making process.

Figure 3 depicts a process model explaining that RecStores was created by combining a set of means 
with contingencies. It corroborates the dynamic model of Sarasvathy and Dew (2005) shown in Figure 
1. The founders attracted the attention of some partners who committed resources and increased the 
available means (expanding cycle of resources). In turn, in exchange for the resources they committed, 
the partners influenced the evolution of the event (converging cycle of constraints on goals).

The crux of the model depicted in Figure 3 is the influence of the dual mission-goal in the decision-
making process to create the new venture. The founders were not inspired by the desire to create a lucra-
tive business. Rather, they wanted to revitalize El Rec. This was their generalized end goal or aspiration. 
The idea emerged when the city hall was about to approve a new urban plan, which numerous citizens 
and experts considered a threat to the tannery district. They perceived the risk of losing the area’s archi-
tectural heritage forever. They wanted to revitalize the district deteriorated due to the passage of time 
and the lack of use. Those who met to discuss options to revitalize El Rec believed that a big event had 
to be organized in the district, and that fashion sales attract a lot of people. Someone recalled that the 
town had a flourishing, nowadays declining, textile industry and also a tradition of factory outlets to sell 

Figure 3. Dynamic relations among constructs
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discontinued stock from the industry’s firms. Someone else showed a press clipping about the emerging 
phenomenon of pop up stores. This is how the business idea was born.

Table 3. Data structure

Statements Constructs Aggregate 
Dimensions

Who I am
“We are six people from different backgrounds, but we complement each other well because 
everybody has assumed an area of responsibility. All of us knew each other for some reason: 
having shared an office, having been partners before, having done jobs together, having 
gone to the same school… We had in common the fact that all of us were self-employed.”
“One of the keys is the team, since the members go to great lengths to make every edition 
different and better than the previous one.”
What I know
None of the founders had experience in the fashion retail industry. 
They are 4 designers, one of them also a painter, a lawyer that creates news content, and an 
editor with education and experience in marketing. 
Whom I know
“We had to count on friends and acquaintances.”
“We had to ask for favors.”
“We took advantage of direct and indirect contacts with brands.”
They also had direct and indirect contacts with national media.

Who I am, what 
I know, whom I 
know

Means

Bricolage resources are: abandoned tanneries, the objects inside them, and the tannery 
district of Igualada itself. 
“Most of the materials are retrieved from abandoned tanneries and then restored, because 
this type of material is the essence of the event. We have a large warehouse full of retrieved 
and restored material.”
Until the sixth edition they had no communication budget and had to count on social 
networks and media.

Bricolage

Rain, floods, gales, storms, brands and owners of abandoned tanneries who pull out a few 
days before the event, blackouts in stores full of shoppers because the power generator has 
stopped (“without any blackout, it is not Rec.0”)...
They have learnt a lot from contingencies. 
“And, above all, we do accept contingences laughing; and so do the visitors. Nothing ever 
gets extremely serious... in this business.” 

Contingences Contingencies

They partner with: brands, designers, owners of abandoned tanneries, real estate agents, the 
city hall, local retailers (Off-Rec). Strategic alliances Strategic alliances

They wanted to revitalize El Rec, the tannery district of Igualada, rather than to create a 
business on their own. Dual mission-goal Dual mission-goal

They have never borrowed from banks. They invested some personal savings to establish the 
firm. 
The minimum amounts guaranteed by the brands do not cover the overall cost of the event. 
The risk of losing money exists if the brands do not sell enough. 
“We spend as little as possible not to depend on others. We are only willing to assume the 
risk of a rainy edition that prevents brands from selling as expected.”
“During the first editions we were not paid any salary and the firm did not earn any profit, 
but the team accepted this because all of us believed in the project.”
“The idea has been refined.”

Decision-making 
process Transformation

They earn money and attract 120,000 people to El Rec for 4 days twice a year. 
“We have converted an abandoned place into a place full of light and people.”
“In November, when fashion purchases are low, suddenly we create the need for buying and 
people who would not buy come to buy.”
“We are creating a new reality, a world that does not exist, ephemeral; a world that only 
lasts 4 days twice a year.”

Hybrid social 
venture Effects
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The founders achieved the generalized end goal or aspiration of revitalizing El Rec by organizing an 
event that brought a lot of people to the district. “We have converted an abandoned place into a place 
full of light and people.”

The resulting hybrid social venture, RecStores, has some characteristics of opportunity creation. In 
addition to facilitating the product supply through their partnerships with fashion brands, they also cre-
ated a demand for the products: “In November, when fashion purchases are low, suddenly we create the 
need for buying and people who would not buy come to buy.” They created both sides of a new market, 
attracting consumers who anticipate their purchases and aggregating the supply of discontinued clothing. 
There are no data available to assert that Rec.0 has converted non-consumers into consumers, or to show 
that Rec.0 has increased the purchases of discontinued clothing. Maybe it has only changed the timing 
of the purchases, by concentrating them in a few days per year. The event enables the brands to obtain a 
higher margin compared to selling the same inventory through other alternative channels.

They also created a new purchase experience:

Rec.0 cannot be held inside a mall or a warehouse. Aesthetics is very important. Visitors are offered to 
purchase, but also the experience of doing it in a singular place, a deteriorated place we want to recover. 
There is an intangible aspect linked to the authenticity of the place. Visitors identify Rec.0 with fashion 
stores in abandoned tanneries. It is not about purchasing discontinued inventory; it is about doing it in 
the setting of El Rec.

They have also contributed to creating the rules or standards for such events.

Decision-Making Process

The founders did not write a business plan before establishing RecStores. They followed an iterative 
process of action and reaction and relied on trial-and-error experimentation in the early stages of devel-
opment of the venture. As they said, “the idea has been refined.” Nowadays, they continue relying on 
intuition rather than on formal analysis and planning:

After each edition we asked ourselves whether the event would continue. Among the members of the 
group, some said we had to stop and others said we had to continue. In the end, we decided to continue. 
However, there is no plan to organize ten or twenty editions. And there is no time horizon. From the first 
edition to the second the number of brands doubled, and worth-of-mouth worked perfectly. The great 
acceptance by the brands has compelled us to continue. One of the keys is the team, since the members 
go to great lengths to make every edition different and better than the previous one. However, all of us 
believe that Rec.0 will stop at some point, regardless of the brand merchants’ desires and expectations. 
They do not even remotely consider the end of the event. In addition, the citizens of Igualada have come 
to appreciate the event so much they have made it their own”.

With regard to the inception of the business idea, the founders said that “something none of us knew 
how it would end up being was born,” a thought process that fits the statement “the new venture cannot 
be envisioned from the beginning” mentioned in the literature review. The founders also said:
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When we started we did not imagine that Rec.0 would grow as it has grown. When we started we thought 
that Rec.0 would be an ephemeral event; that we would do it once; that it would consist of a single edi-
tion. But then the second, the third, etc. followed.

These words are related to the inability to see the end from the beginning and to the fact that there is 
no end until the process has unfolded, suggested by both effectuation and opportunity creation.

Effectuation Five Heuristic Principles

The founders knew each other for personal or professional reasons, and met up motivated by a general-
ized end goal or aspiration, the desire to revitalize El Rec. None of them had prior knowledge of the 
fashion retail industry. From the 6 founders, 4 are designers. Their social capital basically consisted of 
direct and indirect contacts with fashion brands and media.

They only put some savings at risk. They neither borrowed from banks nor counted on external 
investors. The sole risk of the venture was not to collect enough from the firms to offset the overall 
cost of the event. Hence, their downside potential was the difference between the minimum amounts 
guaranteed by the brands and the overall cost of Rec.0. They calculate this difference for each edition, 
consider whether they can afford to lose it, and do not risk more. The upside potential has never been a 
matter of concern. The founders were not paid any salary and RecStores did not earn any money until 
the event was consolidated. During the period 2012−2017 (see Table 1) revenues grew steadily and 
net earnings were positive every year, yet they have been decreasing annually. The firm retains the net 
earnings, a policy consistent with the decision not to rely on external sources of funding and to possess 
a buffer against severe contingencies.

They have learnt a lot from contingencies. For instance, they sign the contracts with stakeholders 
earlier to prevent that the owners of the tanneries or the brands pull out a few days before the event. They 
also have some covered areas ready in case it rains.

RecStores partner with their customers, fashion brands and fashion designers, who pay a commission 
on their sales; and with their suppliers, owners of the abandoned tanneries, who are paid a rent, and 
real estate agents, who are paid a fee. The fashion brands pre-commit resources (e.g., the fixed costs of 
opening a pop up store for 4 days twice a year and the guaranteed minimum amounts). They have other 
stakeholders such as the city hall. The town incurs additional costs during the event which are offset by 
the opening licenses paid by the brands. In addition, the event allows the town to appear in the national 
media. RecStores even partner with local retailers. There is a conflict between RecStores and the brands, 
on the one hand, and the local fashion stores whose sales have deteriorated due to the event, on the other 
hand, because all of them compete for the same budgets. They have encouraged agreements between the 
brands and the local retailers, and have launched some initiatives to promote the sales of local retailers 
during the event like Off-Rec, a circuit through city center stores and restaurants.

Finally, as they do not rely on analysis and planning (they did not write a business plan before estab-
lishing the venture), they do not make any predictions. The venture is the result of the unplanned actions 
of the founders-managers, and they control the future of the event in one way or another.
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Bricolage

Abandoned tanneries, the objects inside them and the tannery district of Igualada itself are bricolage 
resources, rejected or ignored by other firms, recombined or reused for different applications than those 
for which they were originally intended or used. They are “the essence of the event.” Rec.0 cannot be 
understood without these bricolage resources. As the founders said, “Rec.0 cannot be held inside a 
mall or a warehouse. (…). There is an intangible aspect linked to the authenticity of the place. Visitors 
identify Rec.0 with fashion stores in abandoned tanneries.” The “setting,” a term frequently used by 
the founders to refer to the abandoned tanneries, is also a differentiation factor. As they said, “recently 
some clones of Rec.0 have appeared, but they lack the setting.”

Part of the founders’ success relies on having put the idea in practice despite lacking the budget to 
do it comfortably. They refused to enact environmental limitations by taking advantage of effectuation 
means and bricolage resources. As an example, they managed to overcome resource limitations by le-
veraging direct and indirect contacts with fashion brands and media:

We had to knock at the door of people we did not know and ask them to come to Igualada to participate 
in a two-day radical sell-off of stock in pop up stores inside abandoned tanneries.

In the first editions we had no communication budget; therefore, we had to rely on direct and indirect 
contacts with national media. We made a lot of calls to national media, but in fact they agreed to give 
coverage to the event because it is innovative, never seen before in Catalonia. It has grown and it has 
become a consolidated event.

DISCUSSION

RecStores is an example of a hybrid social venture created thanks to the use of effectuation and bricolage. 
It was created by the actions of entrepreneurs (Alvarez & Barney, 2007). They followed the pattern action 
→ market response → new action suggested by Alvarez et al. (2013), Vaghely and Julien (2010), and 
Chandler et al. (2011). They constructed RecStores through ongoing interaction with the environment 
(Suddaby et al., 2015). Moreover, in the creation process of RecStores we have found some features of 
opportunity creation: In one way or another, supply and demand, market, and industry standards were 
created anew (Alvarez et al., 2015; Sarasvathy et al., 2003).

The main contribution of this research is the process model explaining the creation of hybrid social 
ventures through effectuation and bricolage. We have observed that effectuation and bricolage may play 
a role in the creation process of hybrid social ventures and that the new venture may have the defining 
characteristics of opportunity creation, thus connecting the three constructs (Welter et al., 2016).

RecStores was born as a hybrid social venture with a purpose. Therefore, it was neither a business 
nor a charitable organization evolving into a hybrid form over time (Holt & Littlewood, 2015). Creating 
hybrids from pure business or pure charitable organizations seems a matter of extending the mission to 
social goals in the former or to financial goals in the latter. However, understanding how new ventures 
that are born as hybrid firms are created is not so straightforward. In the same vein, we have also shown 
the role of the dual mission-goal in the creation process of RecStores: Solving a social problem is the 
trigger, while the financial goal ensures the sustainability of the venture. Pursuing a social mission is a 
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way to generate a lucrative business opportunity, which in turn enables achieving the social goal, a finding 
that corroborates mainstream literature on hybrid social ventures. For instance, RecStores was created 
explicitly to address a social objective in addition to a financial one (McMullen & Warnich, 2016). The 
founders pursue a social mission and generate positive social impact and engage in commercial activities 
that generate financial returns that sustain their operations (Battilana & Lee, 2014). The venture’s social 
performance and financial performance do not only reinforce one another but also enable one another in 
such a way that success depends on achieving both the social mission and the economic outcomes (Smith 
et al., 2013). They create social and economic value simultaneously (McMullen & Warnick, 2016).

Early decision-making was inspired by the dual mission-goal of earning money and attracting visi-
tors to El Rec, but the entrepreneurs were guided by a generalized end goal or aspiration (Read et al., 
2016): Revitalizing El Rec. They moved “toward a yet-to-be determined near-term future end point” 
(Welter et al., 2016, p. 7): A financially sustainable new venture able to attract a lot of people to El Rec 
in order to revitalize the district.

RecStores fits the notion that hybrid social ventures run commercial operations with the goal of 
addressing a societal problem (Santos et al., 2015). The primary objective of RecStores is social value 
creation. Economic value creation in the form of earned income is necessary to ensure sustainability 
and financial self-sufficiency (Mair & Marti, 2006). This is consistent with the fact that hybrid social 
ventures use business and market forces (Boyd et al., 2017), use the market system (Hoffman, Badiane, 
& Haigh, 2012), apply business-inspired earned-income strategies (Hockerts, 2015), and are businesses 
trading for a social purpose (Nicholls, 2010). In conclusion, performing activities to achieve business 
goals contributes to the achievement of social or, more broadly, non-business goals.

RecStores was an unexpected business that could not have been envisioned from the beginning 
(Chandler et al., 2011). It took on an unanticipated and unimagined shape (Sarasvathy et al., 2008; 
Harmeling, 2011). It was a serendipitous opportunity, an opportunity unwittingly created (Buenstorf, 
2007). RecStores was unexpected because what the founders really wanted and expected was to recover 
threatened architectural heritage. Buenstorf (2007) says that entrepreneurial opportunities are often the 
unintended outcomes of activities motivated by other objectives or by-products of competitive processes, 
and the Rec.0 case allows us to understand that entrepreneurial successes might be by-products of activi-
ties performed to achieve social or non-business goals.

This is exactly the opposite of social goals being an unintentional by-product of a commercial process 
in business entrepreneurship (Mair & Marti, 2006; McMullen & Warnick, 2016).

Bricolage at Rec.0 consists of recombining existing resources (abandoned tanneries) for new purposes 
(serve as pop up stores to sell discontinued clothing inventory). Abandoned tanneries are the object of 
exaptation: They had a function in the past and they have another function now. The reason for practicing 
bricolage was not resource constraints or scarcity or lack of the right resources, but to minimize invest-
ments, costs, and therefore risks, and also enrich the purchase experience of shoppers. Bricolage allowed 
the founders to minimize the overall cost of Rec.0, hence the downside potential and the affordable loss. 
However, by enriching the purchase experience, bricolage is an integral part of the value proposition.

Rec.0 has a positive impact on the tannery district because of spillovers or positive externalities (San-
tos et al., 2015) generated by the commercial activity and by the social and cultural activities organized 
in parallel to the event.

Identifying a social problem (the need to recover, preserve, and revitalize El Rec) and offering a po-
tential solution to it (attract a lot of people to the district by organizing a mass event) occurred as a spark 
or moment of insight or moment of inspiration, realizing that social value could be created (Corner & 
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Ho, 2010). Sometimes opportunities are identified by linking disparate pieces of information, a process 
described as “connecting the dots” by Baron (2006). In this research, the business idea emerged when 
the founders connected five dots:

1.  The desire to revitalize El Rec
2.  The assumption that a big event would contribute to revitalizing El Rec
3.  The assumption that fashion sales attract a lot of people
4.  The town’s tradition of factory outlets to sell discontinued inventory from the local textile industry
5.  The press clipping about pop up stores.

RecStores was created to address the failure of the local government to preserve a cultural landscape 
and hence assumed the role and activities of that inefficient government (Mair, 2010). As explained 
before, preserving cultural landscapes depends crucially on the ability of residents to conceive activities 
created to reuse them (Sabaté, 2012), and Rec.0 is an example of such activities.

The case illustrates the notion that entrepreneurs are more likely to discover sustainable development 
opportunities the more they perceive that their natural and communal environment is threatened (Patzelt 
& Shepherd, 2011). Rec.0 also connects with civic wealth creation (Lumpkin & Bacq, 2019), a framework 
to explain that positive societal changes happens when community members and entrepreneurially-minded 
agents come together with aggregated resources and new capacities.

Entrepreneurs often perform activities to have fun, and those activities end up configuring lucrative 
business opportunities, as the Cold Opportunity case exemplifies4. Rec.0 is another example of this 
phenomenon. The founders started organizing the event because they had nothing to lose, except their 
time and affordable amounts of money. As the founders commented, they do it because they have fun 
doing it, and they will stop doing it when they do no longer have fun doing it.

Finally, Rec.0 is also an example of the paradox that some durable businesses have been created by 
entrepreneurs who thought that their businesses would be ephemeral.

FUTURE RESEARCH DIRECTIONS

As we mentioned in the Results and Discussion sections, the crux of the derived model is the influence 
of the dual mission-goal in the decision-making process to create a hybrid social venture. This point 
merits further research efforts, and we suggest studying the creation process of some new ventures that 
are born as hybrid firms in order to identify how the founders connect social mission with financial 
goals. The same research protocol ought to be used to study hybrid social ventures in domains other than 
the preservation and recovery of threatened architectural heritage (e.g., hybrid organizations created to 
resolve or alleviate poverty, social inequality, health concerns, climate change, or degradation of civil 
liberties, or to address community challenges).

CONCLUSION

The research question “how can effectuation (and bricolage and opportunity creation) contribute to 
explaining early decision-making in hybrid social ventures?” has led us to show that effectuation and 
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bricolage provide a useful framework to explain the creation process of hybrid social ventures that may 
have the defining characteristics of opportunity creation. We have also emphasized the role of the dual 
mission-goal in the creation process of hybrid social ventures: Solving a social problem is the trigger, 
while the financial goal ensures the sustainability of the venture. We have suggested a novel purpose of 
bricolage: To be an integral part of the value proposition.

Our research allows us to conclude that pursuing social or non-business goals is a way to generate 
lucrative business opportunities that, in turn, are imperative to achieve social or non-business goals over 
time. It also works vice versa: Performing activities to achieve business goals contributes to the achieve-
ment of social or non-business goals, thereby connecting this research with the topic of the positive 
impact of achieving entrepreneurial goals on society.

This chapter has a number of practical suggestions for interested entrepreneurs, most of which relate 
to the nature of the dual mission-goal of hybrid social ventures (e.g., start by evaluating the market 
failure that it causing the social issue we would like to resolve or alleviate; or write an inspiring mission 
statement combining financial viability goals and social impact goals, etc.). Rec.0 provides the reader 
with an example to follow.

The main limitation of this inquiry is the reliance on a single case in a specific domain. That is why 
we suggest to use the same research protocol to study more hybrid social ventures in different domains.

With regard to the specific domain of Rec.0, one of the lessons of this research can be applied to re-
covering, preserving and revitalizing cultural landscapes or any other sort of deteriorated heritage. Rec.0 
corroborates the recommendation of some urban planners that preserving cultural landscapes depends 
crucially on the ability of residents to conceive activities embedded in them and that are created to reuse 
the cultural landscape. Private initiative of resident entrepreneurs exploiting lucrative business opportuni-
ties embedded in the cultural landscape could be an effective alternative to public policies and resources.
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KEY TERMS AND DEFINITIONS

Bricolage: Decision-making tool that helps entrepreneurs to create a new venture when the available 
resources are scarce.

Effectuation: Theory of entrepreneurship that prescribes creating effects from the available means 
by combining the resources at hand with contingencies.

Hybrid Social Venture: Venture that combines a social and financial goals in its mission statement.
Opportunity Creation: While some opportunities exist out there waiting to be discovered by alert 

entrepreneurs, others must be created by the actions of the entrepreneur.

ENDNOTES

1  https://www.idescat.cat/emex/?id=081022&lang=en. Accessed September 25th, 2019.
2  https://www.rec0.com/en/. Accessed September 25th, 2019.
3  Information provided by the founders during an interview with one of the authors (Olive-Tomas, 

2014).
4  See the Cold Opportunity (A, B, and C) cases written by Professor Saras Sarasvathy from Darden 

School of Business, University of Virginia (UV2032, UV2034, and UV2035).
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ABSTRACT

Microfinance institutions tend to rely on donations and subsidies to achieve their social objective of out-
reach to the poor. Over the years, the industry has experienced tremendous growth, with donor funding 
pouring in. The question, however, arises whether microfinance firms can operate and continue to serve 
the poor clients on cost-covering basis without ongoing subsidies. There has been a growing tendency 
in the industry, which was traditionally a domain of not-for-profits, to embrace commercialization and 
pursue profitability to ensure self-sustainability. This chapter makes an empirical revisit to an incon-
clusive research question: Is there a trade-off between microfinance outreach and sustainability? Based 
on data for 1,232 microfinance firms from 43 countries, the study confirms the existence of trade-off 
between the two bottom lines of microfinance.
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INTRODUCTION

“Money, says the proverb, makes money. When you have got a little, it is often easy to get more. The 
great difficulty is to get that little.” — Adam Smith

This great difficulty was apparently noticed by microfinance pioneers who started giving small amount 
of loans to the people in the bottom of the pyramid. Having got the little, poor people now can unleash 
their creative and entrepreneurial power to get more. It was sort of a revolution, because poor people 
were widely considered unbankable, due to their lack of collateral, and ignored completely by the con-
ventional banking system. Microfinance institutions (MFIs) proved that wrong by giving and recovering 
loans successfully through innovative mechanisms. Over four decades, microfinance has evolved and 
emerged as a promising tool for financial inclusion and poverty alleviation.

MFIs’ credit is disbursed in very small sums to very poor people for income generating activities. 
The idea is that the poor will invest microloans in microenterprises, repay in installments out of profits, 
and gradually be able to lift themselves out of poverty. This credit is different from formal credit as the 
loans are small and without physical collateral, clients are poor, and techniques are unconventional such 
as group lending, immediate and frequent repayment in small installments, progressive loan structure, 
peer pressure and collateral substitutes. MFIs tend to rely on donations and subsidies to achieve their 
social objective of outreach to the poor. Over the years, the industry has experienced tremendous growth, 
with donor funding pouring in.

The question, however, arises whether microfinance firms can operate and continue to serve the poor 
clients on cost-covering basis without ongoing donations and subsidies. In recent years, microfinance 
providers have increased their attention for financial self-sufficiency. There has been a growing tendency 
in microfinance, which was traditionally a domain of not-for-profits, to pursue profit in order to ensure 
self-sustainability. A wave of commercialization is currently gaining momentum in the industry where 
private capital, rather than donor aid or government funding, becomes the source of MFI finance. The 
unprecedented growth of the microfinance sector, in fact, contributes to this recent trend of increased 
commercialization. Microfinance firms now increasingly focus on earning profit, and some microlenders 
even turn themselves into purely commercial institutions. Their excessive focus on financial performance 
is due to increased competition, commercialization, and involvement of private investors in microfinance.

Doubts however arise whether MFI financial performance comes at the expense of social perfor-
mance. Do MFIs lose their focus on outreach to the poor because of increased focus on profit-making? 
Do they drift from their social mission due to a stronger focus on commercial mission of profit and 
sustainability? In other words, can sustainability be attained without undermining depth of outreach? Is 
there a trade-off between the two goals? Based on cross-country microfinance data, this chapter makes 
an empirical revisit to the trade-off debate.

LITERATURE REVIEW

As a social venture, microfinance firm concentrates on providing financial services to the poor and help 
overcome poverty, primarily by using credit. The goal is to reach the poor, especially the poorest of the 
poor, with subsidized credit as it is argued that the poor cannot afford higher interest rates (Hermes & 
Lensink, 2011). MFIs rely on donations, government subsidies and other concessional funds to achieve 

 EBSCOhost - printed on 2/8/2023 5:45 PM via . All use subject to https://www.ebsco.com/terms-of-use



206

Depth of Outreach and Financial Sustainability of Microfinance Institutions
 

this social objective of serving the poorest. The issue of financial sustainability, however, has been em-
phasized gradually and microfinance providers have taken an increasingly commercial approach over 
recent decades (Reichert, 2018). The industry has witnessed a paradigm shift from subsidized credit 
to sustainable for-profit microfinance (Quayes, 2015; Quidt & Ghatak, 2018). As a result, MFIs now 
confront the challenge of meeting a double bottom line: social objective of outreach to the poor and 
commercial objective of attaining financial sustainability (Kar, 2011; Robinson, 2001).

Outreach is usually defined as the ability of MFIs to provide financial services to large numbers of 
poor people, especially the very poor (depth of outreach) who are costlier to serve (Christen et al., 1995; 
Conning, 1999). On the other hand, sustainability is the ability of MFIs to cover all expenses through 
operations and become self-reliant (Shekh, 2006). It involves generating sufficient profits in order to be 
able to continuously carry out activities without dependence on donors or subsidized funds (Abdulai 
& Tewari, 2017). This profit approach brings new changes in the organizational core of microfinance 
firms. MFIs are now encouraged to raise interest rates, earn ample profits to attract private investors and 
expand rapidly (Cull, Demirgüç–Kunt, & Morduch, 2009). But the ability of MFIs to simultaneously 
achieve the dual missions of profit and social welfare has become a highly debated issue (Reichert, 2018).

The pursuit of sustainability or a more commercialized approach, as it is argued, can achieve the 
needed scale or breadth of outreach. The proponents of such approach associate subsidies with ineffi-
ciency, impermanence and limited scalability (Moon, 2009). Many practitioners, on the contrary, contend 
that subsidies are necessary to make the interest rates affordable to the poor. Moreover, profit-seeking 
MFIs may end up excluding the poorest as they find it more attractive to issue large loans to relatively 
richer clients. So, sustainability cannot be attained without undermining depth of outreach and there is a 
trade-off between the two goals (Awaworyi Churchill, 2018; Cull, Demirgu¨ç-Kunt, & Morduch, 2007; 
Hermes, Lensink, & Meesters, 2011; Olivares-Polanco, 2005).

The outreach-sustainability relationship has been widely examined in the microfinance literature 
(Abdulai & Tewari, 2017; Christen, Rhyne, Vogel, & McKean, 1995; Pischke, 1996; Shekh, 2006). See 
Zainuddin and Yasin (2019) for an extensive review in this regard. While a significant number of stud-
ies empirically show the evidence of trade-offs (Awaworyi Churchill, 2018; Conning, 1999; Cull et al., 
2007; Olivares-Polanco, 2005; Paxton, 2002; Pedrini & Ferri, 2016), other empirical works, in contrast, 
conclude that the relationship is not statistically significant (Huq, Azad, Masum, Wanke, & Rahman, 
2017; Kar, 2011; Nurmakhanova, Kretzschmar, & Fedhila, 2015). Surprisingly, a very few studies also 
find positive relationships between the two bottom lines (Louis, Seret, & Baesens, 2013; Quayes, 2015). 
On the contrary, the empirical results of Im and Sun (2015) show an inverted U-shaped relationship 
between profitability and outreach, which indicate that too high profit decreases the outreach level as 
MFIs rely on commercial logic. The meta-analysis of Reichert (2018) associates risk indicators with 
fewer trade-offs but suggests that the incidence of trade-offs is increased by depth of outreach, cost of 
outreach and efficiency indicators. Efficiency—an indicator of financial performance—of MFIs has 
also been examined in relation to the depth of outreach. Although the results of Kaur (2016) show no 
evidence of trade-off, other researchers, however, find a negative relationship between cost-efficiency 
and reaching out to poorer clients (Abate, Borzaga, & Getnet, 2014; Annim, 2012; Hermes et al., 2011). 
Thus, the findings of studies to date have been diverse, and these mixed outcomes call for a rigorous 
empirical investigation of the relationship between microfinance outreach and sustainability.

The present study examines the relationship between depth of outreach and financial sustainability of 
microfinance firms. It hypothesizes that there is a negative relationship between depth of outreach and 
financial sustainability of MFIs. The relationship between outreach and sustainability is usually explained 
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by the cost and risk associated with small loans. MFIs face high transaction costs in low-income commu-
nities since managing numerous small loans is far more expensive compared to handling one large loan 
for a richer client (Armendáriz & Morduch, 2010). Conning (1999) highlights the outreach-sustainability 
trade-off and explains this relationship by high monitoring and delegation costs in microfinance that arise 
due to information asymmetry. A negative relationship is also found between cost-efficiency and reaching 
out to poorer clients (Abate et al., 2014; Annim, 2012; Hermes et al., 2011). Interest rates for such small 
loans need to be high in order to attain sustainability, given the high transaction cost per dollar lent. But 
the high interest rate not only increases financial burdens of poor borrowers but also decreases their ac-
cess to credit. It requires such investment of the loan, as Chavan and Ramakumar (2005) note, that could 
generate equally high profit to repay, which is very unrealistic for a small rural enterprise. As a result, 
sustainability-seeking MFIs tend to move upmarket and end up giving larger loans to richer borrowers. 
Ghosh and Tassel (2008) rightly observes that an emphasis on profitability implies a de-emphasis on 
the goal of poverty reduction. Financial sustainability of a microfinance organization, therefore, comes 
at the expense of outreach to poorer clients.

DATA AND METHODOLOGY

Data Sources and Sample Selection

MFI data used in this study are from the Microfinance Information Exchange (MIX) Market database. 
MIX Market is a web-based platform and one of the most exhaustive worldwide microfinance databases 
that contains detailed information on financial, operational and social performance of individual MFIs. 
MFIs voluntarily submit their financial and outreach reports to MIX Market, which then reviews and 
validates the data against certain business and audit rules. MIX transforms the outreach and financial 
statements of MFIs into a list of standardized variables for analysis and comparison and releases the 
information online that can be accessed by users through subscriptions.1

MIX Market is the most popular international database for research in microfinance. The database has 
a couple of strengths. First, it provides details of the organization profiles and characteristics of individual 
MFIs. There are currently no other global MFI databases available comparable to MIX. Second, a key 
strength of the database is that MIX data are adjusted to conform to international accounting standards 
(Cull et al., 2009). Third, the detailed financial information, which is adjusted for comparability, is an-
other strength. MFI data can be compared across countries and regions.

However, MIX database is not without criticism. A drawback of this data source is that MIX data are 
self-reported by the MFIs, and because of the time and cost involved in reporting, smaller microlenders 
may not submit their information to MIX (Cull et al., 2009; Lopatta, Tchikov, Jaeschke, & Lodhia, 
2017). Hence, the MFI list is incomplete, and the data do not capture all microfinance firms globally. 
Furthermore, participation in the database is voluntary and MFIs sometimes fail to provide their data 
to MIX. As a result, there are missing values—for certain years or for one or more variables—in the 
data of some of the MFIs, which is another limitation of the dataset (Quayes, 2012). Nevertheless, MIX 
Market contains the best available cross-country data of microfinance organizations and is, therefore, 
widely used as a data source for research on MFIs (see, for example, Awaworyi Churchill, 2018; Cull et 
al., 2007; Hermes et al., 2011; Im & Sun, 2015).
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Data on macroeconomic variables such as inflation (consumer prices, annual %) are collected from 
the database of International Monetary Fund, whereas GDP per capita (current US $) are drawn from 
the World Bank database of development indicators to complement the MIX Market data. The MIX 
dataset is unbalanced, as MFIs self-report and voluntarily participate in the database and sometimes fail 
to submit information to the MIX. Another reason why data are not available for all MFIs for every year 
is that some MFIs are relatively new, while others discontinue their operations and cease to report to 
MIX. In order to construct the dataset, this research only includes MFIs that provide information on its 
variables of interest. Observations that have missing values on variables that are indispensable for the 
analysis of the study are excluded. The final unbalanced panel consists of 5,741 MFI-year observations 
over the period 2003 to 2016 for 1,232 microfinance firms from 43 countries in 6 regions: Africa, East 
Asia and the Pacific, Eastern Europe and Central Asia, Latin America and the Caribbean, Middle East 
and North Africa, and South Asia.

Variables and Operational Definitions

Operational definitions are specific ways in which variables are measured in a particular research. By 
making the measurement constant, operational definition helps to control the variable and ensures the 
reproducibility of the study results. Defining variables operationally is, therefore, a critical step in a 
research study. The following subsections discuss the operational definitions used for each of the vari-
ables of interest to this study.

Dependent Variable

Financial sustainability—the ability of MFIs to generate sufficient profits in order to become self-
reliant—is measured here by the ratio of operational self-sufficiency (OSS). OSS is the most widely 
used indicator for measuring sustainability (Abdulai & Tewari, 2017; Awaworyi Churchill, 2018; Huq 
et al., 2017; Kar, 2011; Nurmakhanova et al., 2015; Quayes, 2015). It takes into account the financial 
expense, operating expense and impairment loss on loans, and measures the MFI’s ability to cover 
these costs through its operating incomes. The present study does not use the other possible measures 
of financial sustainability such as financial self-sufficiency (FSS), return on assets (ROA) and return 
on equity (ROE). First, donors monitor OSS which is a more reliable approximation of MFI sustain-
ability than FSS (Kar, 2011). FSS includes a cost for MFI own funds, simply by applying the inflation 
rate. However, the ratio is less reliable, given the difficulty in estimating the opportunity cost as well 
as the equity for own funds of an MFI (Crombrugghe, Tenikue, & Sureda, 2008). Second, the use of 
traditional finance measures such as ROA and ROE is not convenient considering the institutional di-
versity and the accounting practices of microfinance industry (Nurmakhanova et al., 2015). The ratio 
such as ROE can be distorted by differences in the MFI financing structure; it is always unfavorable in 
microfinance as many firms are founded with donor money without any profit expectation (Huq et al., 
2017; Reichert, 2018). Finally, efficiency indicators are also used to measure the sustainability of MFIs; 
but some schools of thought remain skeptical about the use of such measures as proxies for financial 
sustainability (Awaworyi Churchill, 2018).
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Explanatory Variables

Depth of outreach, which refers to the profile of MFI borrowers in terms of their poverty level and indicates 
how poor the clients are, is proxied here by average loan size. Ideally, as Louis et al. (2013) note, one 
would measure depth of outreach by using the personal wealth or income level of individual borrowers. 
Such information, however, is not available, and the most commonly used measure instead is the average 
loan size (Abate et al., 2014; Awaworyi Churchill, 2018; Kaur, 2016). The argument behind this proxy 
is that poorer clients demand smaller loans, and their low income does not allow them to take out big 
loans. In other words, there is a strong positive correlation between wealth level and loan size (Quayes, 
2012). Moreover, MFIs will not disburse larger loans to the poorer due to higher default risk (Hermes 
& Hudon, 2018). As a result, lower average loan sizes indicate higher outreach. In this chapter, average 
loan size is used as a ratio over Gross National Income (GNI) per capita of the respective country, and 
such practice is widely used in the literature for international comparisons (Abdulai & Tewari, 2017; Im 
& Sun, 2015; Kar, 2011; Nurmakhanova et al., 2015; Quayes, 2015). The ratio not only normalizes the 
loan size variable so that it is no longer in local monetary units but also provides an adjustment for the 
income levels of a country (Cull et al., 2007; Gutiérrez-Nieto, Serrano-Cinca, & Mar Molinero, 2009).

Control Variables

A set of control variables is included in the model based on existing literatures and theoretical consid-
erations (see Table 1). Three firm-specific control variables are used: yield on gross portfolio, number 
of active borrowers, and percentage of women borrowers. Yield on gross portfolio represents financial 
revenue from loans (interest, fees and commissions) compared to average gross loan portfolio, which 
is then adjusted for inflation. Number of active borrowers is the number of individuals who presently 
have an outstanding loan balance with the MFI. Percentage of women borrowers denotes the number of 
active women borrowers as a percentage of total number of active borrowers. In addition to institutional 

Table 1. List of variables and measurements

Variable Indicator Measurement Source

Dependent Variable Operational self-
sufficiency (OSS)

Financial 
sustainability

Financial revenue / (Financial expense + 
Impairment loss + Operating expense) MIX

Explanatory 
Variable

Average loan size 
(ALS) Depth of outreach Average loan balance per borrower / GNI per 

capita MIX

Institutional Control 
Variables

Yield on gross portfolio 
(YLD) Revenue ability Financial revenue from loans / Average gross 

loan portfolio; adjusted for inflation MIX

Number of active 
borrowers (NAB) Breadth of outreach Total number of current borrowers MIX

Percentage of women 
borrowers (WOM) Outreach to women Number of active women borrowers / Number 

of active borrowers MIX

National Control 
Variables

GDP per capita (GDP) Macro 
economic Gross domestic product / Midyear population WB

Inflation (INF) Macro 
economic Consumer price index IMF
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control variables, two country-specific control variables are used: GDP per capita, which is in current 
U.S. dollars, and inflation, which is measured by the consumer price index.

Model Specification

The design of this research is explanatory in nature. Linear panel regression technique is used for 
analyzing the data to address the research question. The analysis is conducted using Stata version 15 
with appropriate syntax for the panel data. The model to be tested estimates the direct effect of average 
loan size on the operational self-sufficiency of MFIs. It is based on the following formula, which also 
includes three firm-specific and two country-specific control variables on the basis of previous studies 
and theoretical considerations:

OSSit = α + β1ALSit + β2YLDit + β3NABit + β4WOMit + β5GDPit + β6INFit + μi + εit 

where α is the intercept term and β is the coefficient for the explanatory variables. The subscript i refers 
to microfinance entity and the subscript t denotes time period. μi is the unobservable entity-specific ef-
fects and εit is the error term that varies across entities and over time.

RESULTS AND DISCUSSIONS

Descriptive Statistics

The descriptive statistics of the dependent and independent variables used in the subsequent panel regres-
sions appear in Table 2. The dependent variable (OSS) which is the measurement of sustainability ranges 
from -1.2763 to 8.4158 and have a mean of 1.1719, indicating the variation of financial performance 
of MFIs in the sample. Some are not financially sustainable (-1.2763), while others indicate high level 
of sustainability in terms of financial performance (8.4158). On the other hand, the explanatory vari-
able (ALS) shows that average loan balance per borrower in relation to GNI per capita is 0.3486 with 
a minimum value of 0.001 to 53.5081 maximum. Among the institutional control variables, yield on 
gross portfolio (Yield) reveals a positive return on an average (0.2521) with a variation from negative 
(-0.2473) to positive (10.6225) return. The variation in breadth of outreach is illustrated by the number 
of active borrowers (Borrowers) which shows that MFIs under consideration serve as low as 3 to maxi-
mum 8,166,287 borrowers, with a mean value of 134,218 borrowers. On an average 69.72% of active 
borrowers are women; while some MFIs have only women borrowers (maximum value 1), others do 
not lend to women at all (minimum value 0). Lastly, the countries under consideration in which MFIs 
are operating have a mean GDP of US$ 4,204.885 and a decent inflation rate of 6.51% on an average.

Additionally, Variance Inflation Factor (VIF) has also been included in the descriptive statistics to 
show if multicollinearity exists among the independent variables. VIF value>10 indicates multicol-
linearity problem (Gujarati, 2004). The absence of collinearity is verified by low VIF statistic values 
presented in Table 2 which range between 1.03 to 1.23. The study also calculates the pairwise correla-
tion. As stated by Brooks (2019), a correlation coefficient of>80% indicates serious multicollinearity 
problem. Observations for all variables from Table 3 show that all of the correlation coefficients are 
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below 80%. Both the correlation and VIF values, therefore, confirm nonexistence of multicollinearity 
problem among the variables.

Results of the Main Model

This sub-section deals with the empirical findings and all regression results corresponding to the regres-
sion model specified for the study. To recognize the objective of detecting the most efficient estimator 
to deal with the characteristics of the panel data, the presence of individual effects was tested through 
different specification tests.

First, Breusch and Pagan Lagrange multiplier test (LM Test) was conducted to identify the existence 
of random effects in the model and the result shows (Prob > χ2 = 0.0000) inefficiency of pooled OLS 
model. Considering the existence of the effect of error term (εit) in the model, the study further tests 
fixed effects (FE) against random effects (RE) by the Hausman test. The null is rejected (Prob > χ2 = 
0.0000) at 1%, level of significance, supporting the use of a fixed effect estimator.

However, estimation of fixed effect model was subject to econometric issues like heteroskedasticity 
and autocorrelation as confirmed by modified Wald test ((Prob > χ2 = 0.0000) and Wooldridge (Prob 
> F = 0.0025) respectively. Moreover, in panel data settings, cross-sectional dependence is one of the 
challenges, as the existence leads to inconsistent estimates (Sarkodie & Strezov, 2019). To accommodate 
the issue in estimation, the study thus employed CD test suggested by Pesaran (2015) and found strong 

Table 2. Descriptive statistics

Variable Obs. Mean Std. Dev. Min Max VIF

OSS 5741 1.1719 0.4381 -1.2763 8.4158

ALS 5741 0.3486 1.0352 0.001 53.5081 1.08

Yield 5741 0.2521 0.2434 -0.2473 10.6225 1.15

Borrowers 5741 134218 587469 3 8166287 1.03

Women 5741 0.6972 0.2629 0 1 1.21

GDP 5741 4204.885 3504.588 118.9 16529.7 1.23

Inflation 5741 0.0651 0.0448 -0.037 0.622 1.10

Table 3. Matrix of correlations

Variables OSS ALS Yield Borrowers Women GDP Inflation

OSS 1

ALS 0.0560 1

Yield -0.0044 -0.1035 1

Borrowers 0.0454 -0.0277 -0.0720 1

Women -0.0374 -0.2588 0.0958 0.1224 1

GDP 0.0085 0.0575 0.2404 -0.1257 -0.2961 1

Inflation -0.0062 -0.0029 -0.2323 0.0486 0.0684 -0.2369 1
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existence of cross-sectional dependence in the model (p-value = 0.000). All the estimation results are 
summarized in Table 4.

The presence of heteroscedasticity, serial and contemporaneous correlation requires remedial measures 
to be taken in order to get valid inferences. As a result, for coefficients estimated by the fixed-effects 
estimator, the study employs a panel data regression with Driscoll and Kraay’s standard error which is 
robust to heteroscedasticity, autocorrelation and cross-sectional dependence. It is advised that Driscoll 
and Kraay standard errors be used when cross-sectional dependence is present in the model (Hoechle, 
2007). Unlike standard techniques, Driscoll and Kraay (1998) algorithm accounts for cross-sectional 
dependence which results in a consistent and robust estimated standard error.

The regression result presented in Table 5 shows that all the independent variables except Borrow-
ers and GDP show significant statistical relationship with the dependent variable (OSS) at 1% level 
of significance, while Inflation is significant at 5% level of significance. The positive coefficient of 
the main explanatory variable (ALS) indicates that the bigger the loan size (meaning lower outreach), 
the higher is the financial sustainability. The relationship clearly illustrates the existence of trade-off 
between microfinance outreach and sustainability and demonstrates that sustainability-seeking MFIs 
lower their depth of outreach in order to improve financial performance. The result is in coherence with 
the previous empirical studies who also find the evidence of trade-off between outreach and sustain-
ability (Conning, 1999; Paxton, 2002; Olivares-Polanco, 2005; Cull et al., 2007; Pedrini & Ferri, 2016 
& Awaworyi Churchill, 2018). However, it does not support the findings of Kar (2011), Nurmakhanova 
et al. (2015), Huq et al. (2017) and Roy and Pati (2019) who report that the outreach-sustainability re-
lationship is not statistically significant and both can be achieved without hampering one another. The 
result also contradicts the findings of Louis et al. (2013) and Quayes (2012, 2015, 2019) who show a 
significant complementary relationship between the two MFI objectives and suggest that greater depth 
of outreach has a positive effect on financial performance. The present chapter confirms the outreach-
sustainability trade-off and provides the statistical evidence that MFIs cannot achieve self-sustainability 
without undermining the depth of outreach.

Table 4. Specification test results

Test Name Test Statistics

LM 2462.35***

Hausman 119.27***

Modified Wald 3.0e+35***

Wooldridge 9.177***

CD 3.471***

Notes:
1. LM stands for Breusch and Pagan Lagrangian multiplier test for random effects; Hausman stands for Hausman specification test for 

fixed vs random effects; Modified Wald stands for Modified Wald test for groupwise heteroskedasticity in fixed effect regression model; 
Wooldridge stands for Wooldridge test for autocorrelation in panel data; CD stands for Pesaran (2015) test for weak cross-sectional 
dependence.

2. *** denotes statistical significance at 1% level; the results of the LM, Hausman and Wald tests are based on Chi-squared distribution, 
whereas Wooldridge and Pesaran tests are based on F distribution and standard normal distribution, respectively.

3. The null hypotheses of the LM, Hausman, modified Wald, Wooldridge and Pesaran tests are no variance across units, no correlation 
between μi and xit, homoskedasticity, no first-order autocorrelation and no cross-sectional dependence, respectively.
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Moreover, the other institutional variables—Yield and Women—assert significant positive impact 
on financial sustainability of MFIs, as confirmed by the results. The positive coefficient of Women is 
in contrast with the finding of Kittilaksanawong and Zhao (2018) that shows lending to women reduces 
MFI sustainability. The present study suggests that increasing more female clients in the microlenders’ 
loan portfolio improves the sustainability of MFIs. This result is in line with D’Espallier, Guerin and 
Mersland (2011) who confirm that a higher percentage of women borrowers is associated with lower 
portfolio risk and enhanced repayment. The significant positive relationship between Yield and sus-
tainability indicates why for-profit microlenders or MFIs pursuing sustainability have the incentive to 
increase their interest rates. The high interest rates increase financial burdens of poor people as well as 
decrease their access to credit as they cannot afford higher interest rates (Hermes and Lensink, 2011).

Furthermore, among the macroeconomic variables, only inflation is found to have a significant positive 
impact on MFI self-sufficiency. This outcome confirms the results obtained by Hartarska and Nadolnyak 
(2007) and Nurmakhanova et al. (2015) who also demonstrate their positive association and argue that 
MFIs develop certain safeguards to perform successfully in inflationary environments.

CONCLUSION

This chapter draws its motivation from an inconclusive research question: Is there a trade-off between 
social outreach and financial sustainability of MFIs? It empirically examines the relationship between 
microfinance outreach and sustainability using data for 1,232 MFIs from 43 countries. The study con-
firms that MFI sustainability comes at the expense of outreach and there is a trade-off between the two 
goals. The findings have several implications for theory, practice and method.

Implications

From the theoretical point of view, the present study contributes to existing microfinance research by 
reexamining the unresolved issue concerning the relationship between outreach and sustainability. The 
findings confirm and strengthen the theoretical view of welfarists that sustainability leads to reductions 
in depth. On the contrary, the study results do not uphold the win-win theory of institutionalists and 
nullify their claim that outreach and sustainability are complementary. From the methodological point 
of view, this study contributes by using a dataset large enough to draw robust conclusions. The study 
examines data from 43 countries across 6 regions, and the datasets richly represent a variety of diverse 

Table 5. Regression results with Driscoll-Kraay standard errors

OSS Coef. Std. Err. t P>t

ALS 0.0630 0.0130 4.87 0.000

Yield 0.6375 0.1008 6.32 0.000

Borrowers 1.78e-08 1.41e-08 1.26 0.207

Women 0.2254 0.0453 4.98 0.000

GDP 4.08e-06 3.44e-06 1.19 0.235

Inflation 0.4660 0.2138 2.18 0.030
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national and cultural background. In addition, MFIs in the sample come from a wide range of settings 
in terms of age, scale, regulation, profit and legal statuses. The number and diversity of microfinance 
firms examined in this chapter enable the researcher to generalize the findings of this study to a broader 
organizational and national context.

From the practical point of view, the findings have significant implications not only for microfinance 
practitioners but also for regulators and policymakers. This study goes in the right direction to generalize 
across national boundaries that a negative relationship between depth of outreach and financial sustain-
ability exists. Understanding this relationship between the two bottom lines of microfinance can help 
MFI managers achieve better decision-making. The findings should ideally prompt microlenders to be 
more vigilant in order to ensure that their targeted clients do not shift from the poorest of the poor to 
wealthier borrowers. Now-a-days, the search for financial sustainability is increasing on the one hand, 
while the issue of mission drift is gaining momentum on the other. The evidence of the existence of 
trade-off sends an important signal to microcredit players and stakeholders that the present move towards 
sustainability is unacceptable as it puts the outreach objective of serving the poorest at stake. Donor 
agencies and funding bodies, therefore, need to exercise more caution in selecting the right microfinance 
organizations and justify their investments in the microfinance sector, accordingly. At the same time, 
governments and other market participants who deal with financial inclusion should play their proper 
roles to make sure that this sector remains pro-poor and stick to its mandate of poverty alleviation.

Limitations and Future Research

An important limitation of the present study is the indicators used to measure outreach and sustainabil-
ity. In fact, there is a lack of consensus in the microfinance literature on their exact measurement. This 
chapter used OSS for measuring financial sustainability of microfinance institutions and did not use 
the other possible measures such as FSS, ROA and ROE. Using alternative proxies for sustainability 
may provide greater insights into the relationship of microfinance social and financial performance. 
Similarly, the chapter used only ALS as a proxy for depth of outreach. ALS is the most widely used, but 
not the perfect, measure for MFI outreach. Ideally, outreach should be measured by the personal wealth 
of borrowers, and such information is not available. Nevertheless, application of other proxies together 
with ALS would be beneficial for future research. For example, future studies could consider whether 
outreach to women also has a direct effect within the current research model. Future research should 
eventually endeavor to establish a reasonable degree of consensus on the measurement of microfinance 
outreach and sustainability.

The scope of this study may be widened by incorporating other variables in the model. Other firm-
specific factors, such as profit status, regulation, lending methodology, MFI size and capital structure, 
may be worth considering for further investigation. The study could also be extended by investigating 
the impact of additional macroeconomic variables on MFI trade-off. In the microfinance literature, 
operational efficiency is an important issue. But a number of studies so far show mixed results on the 
existence of trade-off between efficiency and social performance. More empirical evidence is needed to 
confirm whether socially oriented microfinance institutions are less efficient. Moreover, future microfi-
nance researchers should investigate how the efficiency of MFIs can be improved through restructuring 
their existing operating cost per a unit of loan outstanding. Reduced operational costs would not dis-
mantle the prevailing negative outreach-sustainability relationship altogether, but would certainly help 
to reduce the trade-off effect. A promising area in this regard is the use of innovative technologies in 
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credit delivery and management process. Mobile banking, for instance, could be designed creatively to 
help microfinance organizations lower their operation costs and provide financial services to the highly 
marginalized clientele in a more sustainable manner.

A final limitation relates to the source of data and methodology used in this research. MFI data were 
collected from the MIX Market database, and a major drawback of this data source is that the data are 
self-reported by microlenders and the reporting is voluntary. As a result, smaller microfinance firms 
often do not participate in the database due to time and cost involved in reporting. In order to obtain 
a more complete picture of global microfinance firms, other potential MFI data sources could be ex-
plored in future studies. Methodologically, this study embraced quantitative lines of inquiry to address 
the research questions and employed a static panel model for the estimation. Future research on the link 
between microfinance outreach and sustainability adopting the same framework but using a dynamic 
panel technique would be a worthwhile initiative.
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ENDNOTE

1  MIX offers four types of subscriptions: Discovery, Essentials, Intelligence, and Gold. Amongst 
them, only MIX Discovery is free that allows users to access limited data including organizational 
profiles, and country and regional market overviews. The three paid subscriptions are tailored to 
the needs of specific users. While MIX Intelligence and Gold provide solutions to investors and 
funders, MIX Essentials is for researchers and students. The researchers of this study subscribe to 
MIX Essentials and collect the most recent information available at the time of the study.
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ABSTRACT

Tourism is an industry, very focused on economic growth, with significant negative environmental and 
social impacts. Consequently, the tourism industry faces major challenges related to sustainability. 
Sustainable innovation is a tool that contributes not only to increased business competitiveness but can 
also play an important role in mitigating the negative impacts that such growth can generate. Recognizing 
the opportunity that this innovation can have in the tourism industry, this chapter analyzes the state of 
the art and systematizes the knowledge and evolution of the academic debate about this relationship 
between sustainable innovation and tourism from 1992 to 2018. This chapter indicates that sustainable 
tourism is focused on seven major areas of research and predominantly analyzed through quantitative 
methods. It is still an embryonic topic with scarce research done in several areas, such as the monitoring 
of its impacts, the effects felt by the communities of tourist destinations, and the impacts that sustainable 
innovation may have on other tourism subsectors.

INTRODUCTION

The world is rapidly changing and the growing environmental concerns are the result of careless develop-
ment disregarding the environment (Hansen et al., 2000). The lack of concern for the environment has 
created negative outcomes, such as global warming, the deterioration of biodiversity, natural ecosystems 
and global warming (Schor, 2005; Tseng et al., 2013). It is important to stress that, current approaches 
to sustainability, such as efficiency improvements and cleaner production, on their own, do not underpin 
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sustainability (Short, Bocken, Barlow, & Chertow, 2014). As such, sustainability needs to be included 
as a key driver for business innovation. As such, only if sustainable development goals are included in 
the process of innovation and are perceived as a source of competitive advantage businesses are go-
ing to actively embrace it instead of considering it as an obligation or burden (Nidumolu, Prahalad, & 
Rangaswami, 2009).

Innovation is considered an essential driving force for economic growth (European Commission, 
1995; OECD, 2016) and is at the basis of businesses’ competitive advantages (Brandão & Costa, 2013). 
However, in spite of its traditional economic-based perspective, focused on the acquisition and produc-
tion of wealth (Smerecnik & Andersen, 2011), innovation does not automatically lead to the progress 
and well-being of society (Vollenbroek, 2002). Innovation needs to be targeted to a sustainable and 
balanced development that involves not only an economic dimension, but also the environmental and 
social dimension encompassing broad societal concerns without neglecting economic sustainability (Vol-
lenbroek, 2002; Brezonec, 2013). As such, sustainable innovation can help mitigate the negative social 
and environmental impacts that a simplistic economic view entails (Barbieri, Vasconcelos, Andreassi, 
& Vasconcelos, 2010).

Tourism, one of the world’s fastest growing industries (Hallenga-Brink & Brezet, 2005) has been 
geared essentially towards economic growth (e.g., Faché, 2000; Knowles et al., 1999). This feature has 
contributed to create significant negative impacts both on the environment and on the community (Chou 
et al., 2012; Dibra, 2015; González & León, 2001; Horng et al., 2017; OCDE, 2013). As such, sustainable 
innovation can be used to identify ways to ensure and maximize positive economic benefits (Bramwell 
& Lane, 2012; OCDE; 2013) and mitigate negative ecological and social impacts (Liburd et al., 2007).

However, the analysis of the impact that sustainable innovation has on the tourism industry has 
not received much attention in the academic world (Brandão & Costa, 2013; García-Pozo et al., 2016; 
González & León, 2001; Horng, Wang, Liu, Chou, & Tsai, 2016). Given the embryonic state of sustain-
able innovation studies in tourism (Chan, 2009; Hjalager, 1997; González & León, 2001; Hunter & Shaw, 
2007; Lawton & Weaver, 2010), this chapter seeks to understand the state of the art of this relationship 
in order to contribute to a clearer and broader perception of the knowledge of this relationship. To this 
end, a systematic review of the literature on sustainable innovation in the field of tourism is given in 
order to summarize its state of the art, to identify the most relevant research flows, to understand the 
knowledge gaps found, as well as to discuss and debate future research perspectives.

To achieve these objectives, this chapter is based on a critical and comparative review of 42 articles 
selected from the Scopus and Science Direct databases.

This chapter is divided into five sections. Firstly, after this introduction, the definitions of innovative 
and sustainable tourism are given and analysed, as well as the relationship between these two concepts. 
Secondly, the methodology supporting the systematic literature review is described. The results of the 
analysis as well as the discussion of the findings and recommendations for future research are then sum-
marized. Lastly, the final section sets out the conclusions of the current study.
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THEORETICAL BACKGROUND

Innovation and Sustainability

There is no single consensual definition of the term innovation (Brandão & Costa, 2013; Johannesson, 
Olsen, & Lumpkin, 2001; Nybakk & Hansen, 2008; OSLO MANUAL); however it can be broadly de-
fined as “the process of using any new idea to solve problems […], it is the generation, acceptance and 
implementation of new ideas, processes, products or services” (Hjalager 2010, p.2).

Although it is deemed as a key element for the modernization of industry and a driving force for 
economic growth (European Commission, 1995), innovation is very much focused on the economic 
benefits it provides (Barbieri, Vasconcelos, Andreassi, & Vasconcelos, 2010) without taking into account 
a sustainable economic growth (Peeters, Gossling, & Becken, 2006). This purely economics-based view 
of the innovation process, centered only on wealth creation, can exacerbate the environmental and social 
crisis that the world is going through (Smerecnik & Andersen, 2011).

The concept of sustainable innovation (Barbieri et al., 2010), which seeks a harmonious interde-
pendence between the economy, human beings and the environment (Kattara & Zeid, 2002; Lawton 
& Weaver, 2010; Sharpley, 2000; Smerecnik & Andersen, 2011), is based on the search for a new ap-
proach to traditional economic growth, primarily aiming at the harmonization of social, environmental 
and economic objectives for all human beings (Asia Development Bank, 2012; International Institute 
for Sustainable Development, 2012; Vollenbroek, 2002). However, the concept of innovation linked to 
the challenge of sustainable development is difficult and complex and has been associated with various 
terminologies such as: eco-innovation (Brezovec 2013; García-Pozo, Sánchez-Ollero & Ons-Cappa, 
2016; Martínez-Pérez, García-Villaverde & Elche, 2015; Miret-Pastor et al., 2011; OECD, 2013; Ren-
nings, 2000), innovation driven by sustainability (Brezonec, 2013), environmental innovation (Chou, 
Chen, & Wang, 2012; García-Pozo et al., 2016; González & León, 2001) or green innovation (Chou 
et al., 2012; OECD, 2013). While eco-innovation, environmental innovation and green innovation can 
all be associated with an ambitious dimension, sustainability-led innovation has a more holistic view 
encompassing social and ethical dimensions as well.

From these definitions it can be concluded that sustainable innovation embraces the concern for the 
three – environmental, social, economic – dimensions of sustainability and is aimed at reducing the 
negative impacts of profit-driven growth and the creation of net benefits (Barbieri et al., 2010). As such, 
sustainable innovation emerges not only as a new key competitive business perspective (Horng, Liu, 
Chou, Tsai, & Chung, 2017; Smerecnik & Andersen, 2011), but also as an ideal tool for society and for 
sustainable development (Miret-Pastor et al., 2011; Renning, 2000).

Tourism and Sustainability

Tourism is a fast growing economic sector and one of the world’s largest industries (Hallenga-Brink 
& Brezet, 2005). However, despite its positive impacts, it has caused harmful effects on several tourist 
destinations (Chou et al., 2012; Deng-Westphal, Beeton, & Anderson, 2015; Dibra, 2015; González & 
León, 2001; Hallenga-Brink & Brezet, 2005 ; Hjalager, 1997; Hunter & Shaw, 2007; Kasim, 2009; Kat-
tara & Zeid, 2002; Knowles Macmillan, Palmer, Grabowski, & Hashimoto, 1999; OECD, 2013; Pace, 
2016) as a result of its largely competitive market-specific features that seek to increase market shares 
based on consumerism and meeting consumer needs, while neglecting the reduction of environmental 
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impacts (Faché, 2000; Knowles et al., 1999). This focus essentially on economic growth has caused soil 
erosion, deforestation, (water, soil and air) pollution, loss of biodiversity, natural ecosystems’ degra-
dation and overuse of natural resources, among other impacts (González & Leon, 2001; Horng et al., 
2017; Best & Tapas, 2011). To mitigate these impacts, efforts are underway to make tourism a more 
sustainable industry (Bramwell & Lane, 2012; Hallenga-Brink & Brezet, 2005; Scott & Cooper, 2010). 
As such, the concept of sustainable tourism emerged (Hallenga-Brink & Brezet, 2005), defined by the 
OECD (2013) as the type of tourism whose policies, practices and programs take into account not only 
tourists’ expectations regarding responsible resource management, but also the needs of communities 
that support or are affected by tourism projects and the environment.

Sustainable tourism should be viewed not as a type of tourism product but as a new competitive in-
dustry paradigm and a fundamental condition for all types of tourism (Edgell, Allen, Smith, & Swanson, 
2008; United Nations Environment Program, 2009) due to the “limits imposed on the human economy 
by the ecological system” (Yaw, 2005, p.119). In addition to a greater social and environmental balance, 
this sustainability can provide a competitive advantage for business (Dibra, 2015; Horng et al., 2017; 
Smerecnik & Andersen, 2011) and contribute to the survival of the tourism industry itself, which is 
highly dependent on the preservation of environmental attributes for their attractiveness (Best & Thapa, 
2011; Deng-Westphal et al., 2015; González & León, 2001). However, this is a bilateral relationship, 
since, if sustainability plays a major role in attractiveness, attractiveness, as a cross-sector that interacts 
with many other industries and services, also plays an essential role in sustainability as it can contribute 
to a more pervasive sustainable economic development (OECD, 2013).

Evidently, the tourism industry faces a number of important sustainability challenges, namely (OECD, 
2013): (i) energy and GHG emissions; ii) water consumption; iii) waste management; iv) loss of bio-
logical diversity; v) effective management of cultural heritage. For the tourism industry to contribute 
to this sustainability, sustainable innovation is a fundamental key factor for responding to this stimulus 
(Hjalager, 1997; Liburd, Carlsen, Edwards, & Forde, 2007; Pace, 2016) as it enables the identification 
of ways to ensure positive economic benefits (Bramwell & Lane, 2012) and addressing ecological, social 
and economic challenges (Liburd, 2007). This relationship will be further detailed below.

Relationship Between Innovation and Sustainability

Innovation in tourism is still at an embryonic stage (Hjalager, 2002; Ioannides & Petersen, 2003), very 
much dependent on innovations from other related industry sub-sectors (Hjalager, 1997), and ultimately 
seeks to generate wealth and to improve competitiveness, disregarding the mitigation of the environmental 
impacts it causes (Peeters et al., 2006). However, transformations in tourist behaviors, namely, those more 
influenced by sustainability considerations and more demanding when choosing environmentally benign 
products (Dibra, 2015; García-Pozo et al., 2016; Goodman, 2000; González & León, 2001; Horng et al., 
2017; Martínez-Pérez et al., 2015; OECD, 2013; Smerecnik & Andersen, 2011; Yaw, 2005), on the one 
hand, and the serious environmental and human crisis, on the other hand, fostered that sustainable inno-
vation can play an important and strategic role in adapting the tourism product to purchasing decisions 
(García-Pozo et al., 2016; González & León, 2001). Moreover, sustainable tourism innovations can lead 
to higher customer loyalty behaviors, better satisfaction and willingness to pay premium prices, which 
contributes to the generation of competitive advantage and the sustainability of tourist destinations (Xu 
& Gursoy, 2015). Besides being considered an essential tool for the survival of the industry (Miret-Pastor 
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et al., 2011; González & León, 2001), sustainable innovation presents itself as a key tool to maximize 
the potential environmental, social and cultural benefits of tourism (OECD, 2013).

Given the importance of considering the different types of innovation to measure sustainable innova-
tion, these were summarized in Table 1, divided into five different types of sustainable innovation based 
on Martínez et al. (2015) and OECD (2009).

From Table 1, it is possible to conclude that the application of the concept of sustainable innova-
tion to tourism activities can be widely implemented in promoting both the tourism destination and its 
sustainable development.

Table 1. Types of innovation and their application to tourism

Inovation     Examples in the Context of Sustainable Innovation

Product innovation
New environmental products, regardless of their motivations (philanthropy or pragmatism) (e.g. 
ecotourism, volunteer tourism) or incremental changes to existing products (e.g. “green hotels”, 
environmentally conscious airlines or tour operators).

Process innovation

Process innovations primarily aim to increase the performance of existing operations. For example, 
energy conservation (using environmentally friendly building materials, purchasing energy-saving 
equipment or green labeled items); 
Technological innovation (e.g. improving operational efficiency through assisting technology, creating 
different customer experiences through suportive technology in the service process).

Organizational change

Environmental communication (e.g. guest environmental education, community environmental 
support, dialogue with other industry resorts on environmental sustainability, employee environmental 
training, compulsory environmental statements in public messages, routine meetings to discuss 
environmental issues); 
Resource conservation (e.g. paying attention to recycling, conservation, buying reusable products, 
encouraging recycling among guests, buying energy-saving materials and facilities, avoiding the 
purchase of equipment or packaging containing hazardous substances, collecting hazardous waste by 
categories); 
Corporate social responsibility (e.g. respecting and protecting the natural environment, complying with 
ethical principles that take precedence over the pursuit of financial performance, long-term vision of 
success, being committed to promoting social welfare); 
Cultural management (e.g. combining local culture to enhance the value of innovation, distributing 
cultural and creative funds each year to promote cultural innovation, having a special department in 
charge of cultural and creative proposals; active involvement of the local community); 
Sustainability management (e.g. assessing greenhouse gas emissions and the carbon footprint, 
creation of a detailed program to reduce environmental impacts, written environmental policy, new 
environmental policies, creation of an environmental impact assessment report, supporting / training 
employees on sustainability-related aspects, adoption of nationally or internationally recognized 
sustainability certification programs – e.g. Ecolabel); 
Organizational environment (e.g. encouraging employees to promote innovation in sustainable services, 
develop indicators to monitor effectiveness in promoting sustainable innovation in services, rewarding 
teams for promoting innovation in sustainable services, developing annual performance indicators that 
measure performance).

Institutional 
innovation

Including better decision-making by local agencies or new global governance regimes through new 
forms of scientific evaluation and public participation (Renning, 2000).

Marketing 
innovation

Product-service (e.g. use of green consumer goods and services), price (e.g. including environmental 
compliance costs in the price of services provided), distribution (e.g. preference for suppliers and 
strategic partners who embrace environmental responsibility) and promotion (e.g. using green 
arguments in ads, promotional materials, and marketing campaigns).

Source: Own elaboration based on Hjalager (1997), Horng et al. (2017), Renning (2000), Salmones, Crespo and Bosque (2005) and 
Smerecnik and Andersen (2011)
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METHODOLOGY

Systematic literature review (SLR) allows a better organization and systematization of existing knowledge, 
identifies existing gaps and inconsistencies in the literature and depicts future research (Borrego, Foster, 
& Froyd, 2014; Smith, Devane, Begley, & Clarke, 2011; Tranfield, Denyer, & Smart, 2003). Moreover, 
it is a replaceable, scientific and transparent process that avoids bias and overcomes the perceived weak-
nesses of a narrative review (Cook, Mulrow & Haynes 1997; Denyer & Tranfield, 2009; Tranfield, et 
al., 2003). This chapter follows the five-step approach to a SLR described by Khan, Kunz, Kleiinen, and 
Antes (2003) and Denyer and Tranfield (2009), as shown in Table 2.

Step 1 – Question formulation

A good SLR is based on a “well-formulated, answerable question” (Denyer & Tranfield, 2009, p. 
681) that should be specified in the “form of a clear, unambiguous and structured question” (Khan et al., 
2003, p. 118) before starting the revision work. Thus, three key questions for the study were delineated 
in order to achieve the intended objective: 1) what is the current state of the art of research?; 2) what are 
the limitations of the studies?; and 3) what are the paths for future research?

Step 2 and 3 – Locating, selecting and evaluating studies

Considering the purpose of this chapter, an advanced research was carried out with two keywords: 
“sustainable innovation” and “tourism”, linked by the Boolean operator “AND” to create combined 
search links where both should appear somewhere in the article in the fields “all fields”. This research 
was performed in the following databases: Scopus and Science Direct. Only academic articles published 
in top peer-reviewed scientific journals were included since they are essential communication channels 
and the most valid ones for the researchers (Creswell, 2009; David & Han, 2004; Podsakoff, 2005; Wil-
liams & Plouffe, 2007). Thus, books, book chapters, encyclopedias, book reviews, editorials, errata, and 
other publications without arbitration were excluded.

After removing duplicates, the titles and abstracts were read. Those that were not aligned with the 
contribution to help answer the research questions were removed, as recommended by Sarka and Ipsen 
(2017).

Subsequently, through the snowballing method, relevant authors with relevant research for the subject 
in question were included. The full text was read, as suggested by Sarka and Ipsen (2017) and Wong, Feng, 

Table 2. Overview of the five-step approach to systematic literature review

1. Framing the question (question formulation)

2. Identifying relevant work (locating studies)

3. Assessing the quality of studies (selecting and evaluating studies)

4. Summarizing the evidence (analysis and synthesis)

5. Interpreting the Findings (reporting and using results)

Source: Denyer and Tranfield (2009), Khan et al. (2003)
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Pwee, and Lim (2012). Each article was analyzed with special attention to its theoretical foundations, 
data collection methods, discussions of research results, their limitations and suggested future research.

Only articles after 1992 were included, which was the year the world community committed itself 
to the Earth Summit (Rio92) with the principles of sustainable development. It was also the year that 
sustainability in tourism gained prominence at the Vancouver Global Conference on Business and the 
Environment – Globe’ 92 (Asia Development Bank, 2012; International Institute for Sustainable Devel-
opment, 2012; Moniz, 2006). As a result, 42 articles were chosen and analyzed.

The results of this research conducted in February 2018 are given in Table 3.

Step 4 – Analysis and synthesis

Based on Sarka and Ipsen (2017, p.599), the summary information contained in each document “was 
prepared in a spreadsheet format organized into descriptive, methodological and thematic” areas and 
subdivided into the following categories: author, title, year, main purpose, data collection / processing 
method, results, limitations and suggestions for future research. A content analysis was subsequently 
carried out. Step 5, regarding the findings, is described in the next section.

RESULTS AND DISCUSSION

General Evolution

As shown in Figure 1, research on tourism and sustainable development only starts to be widespread 
after 2008. Table 4 shows that the top four journals publishing sustainable innovation research in the 
tourism industry account for almost 40% of published work. However, there are 22 academic journals 
with only one publication on this research topic.

Main Areas of Study

As a result of the content analysis, the articles analyzed cover various fields of research. Their aggrega-
tion into areas was inductively done as a result of the thematic objectives and common lines of research 

Table 3. Overview of the five-step approach of the SLR

Total number of articles
Science direct: 69 
Scopus: 10 
Total: 79

Filter search - document type
Science direct: 62 
Scopus: 6 
Total: 68

Refined search: removed duplicated articles Total 63 (5 of the 6 articles from Scopus were on Science Direct)

Refined search: removed based on abstract and title Total: 36

Refined results: full text and snowballing Final number: 42

Source: Own elaboration
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of the different authors analyzed. They were grouped into the following thematic areas: i) impacts of 
sustainable innovation; ii) monitoring sustainable innovation; iii) factors that influence the integration 
of sustainable innovation; iv) sustainable innovation and tourist destinations; v) entrepreneurs’ behavior 
towards sustainable innovation; vi) sustainable innovation and tourists (segmentation); and vii) broad 
perspective of innovation and sustainable innovation in tourism. The information on the different themes 
is organized in Tables 5 to 11, which summarize the authors and their main objectives and conclusions. 
The tables are organized by year to show if there is any trend in the type of analysis.

Impacts of Sustainable Innovation

Table 5 displays information on the impacts of sustainable innovation, their main authors and main 
objectives.

Table 5 reveals that the studies analyzed cover the three – environmental, economic and social – di-
mensions of sustainability as mentioned in the literature review, the economic dimension being the most 
analyzed. From the findings one can note that there is no consensus on the positive impacts of sustainable 
innovation at the economic level. While there are positive business impacts (García-Pozo et al., 2016; 
Goodman, 2000; Njite et al., 2011; Segarra-Oña et al., 2012; Yaw, 2005), they reveal that economic 
benefits are not perceived by all respondents (Strambach & Surmeier, 2013). Lawton and Weaver (2010) 
argue that there are clear positive effects of introducing sustainable innovations in cost-related aspects 

Figure 1. Distribution of publication per year
Source: Own elaboration

Table 4. Overview of the number and percentage of articles in the main outlets

Outlet Number of 
Articles Percentage Cumulative 

Percentage

International Journal of Hospitality Management 5 11,90% 11,90%

Journal of Sustainable Tourism 4 9,52% 21,43%

Journal of Cleaner Production 4 9,52% 30,95%

Tourism Management 3 7,14% 38,10%

Total 42 100% 100%

Source: Own elaboration
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and participant satisfaction, but not in revenue generation. The introduction of sustainable innovation in 
tourism also generates positive social impacts (Tepelus, 2008). Lordkipanidze et al. (2008) and Krozer 

Table 5. Main objectives and conclusions of the articles about the impacts of sustainable innovation

Author Main Objective Conclusion – Main Impacts

(Goodman, 2000)

To identify the consequences of implementing 
sustainable innovations (environmental responsibility: 
employee training and environmental information 
systems; waste disposal practices and environmental 
policy; collaborating with suppliers to achieve 
environmental innovation) in service operations at 
Scandic hotels.

They contribute to improve company performance. Sustainable 
strategies and practices can be just as useful in service 
operations as they are in manufacturing operations.

(Yaw, 2005)

To study the extent to which the development 
and diffusion of cleaner technologies (sustainable 
innovations) contribute to the viability and 
sustainability of the Caribbean tourism industry and 
the reasons why businessmen adopt them.

The use of cleaner technologies in the tourism industry 
saves energy and material resources, which is essential for 
the sustainable development of tourism. However, the use of 
these technologies alone will not guarantee the survival of the 
industry. Sustainable innovation ensures greater visibility of the 
businesses, especially of business partners (e.g. operators) and 
thus the significant increase in guests and tourists.

(Krozer, Lordkipanidze, Bijma, 
& Akker, 2007)

To identify the impacts of sustainable innovations 
(sustainable mobility) in MOPARK.

Park authorities can conduct business activities to generate profit 
without undermining the main goals of social entrepreneurship. 
Sustainable activities can contribute to environmental, social and 
economic protection.

(Lordkipanidze, Krozer, 
Kadiman, Crul, & Brezet, 
2008)

To analyze the impacts of sustainable innovative 
practices (e.g. electric boats and bikes) on the three 
dimensions of sustainability.

The development of sustainable innovations can reduce the 
negative impacts of tourism activities in National Parks by 
helping the rich biosphere to coexist with tourism in natural 
areas, which contributes to environmental protection as well as 
social and economic benefits.

(Tepelus, 2008)

To discuss the impact that sustainable innovation 
has (existing corporate social responsibility good 
practices such as: education of employees / tourism 
students, codes of conduct, marketing with social 
responsibility campaigns, sustainability indicators 
within the tourism sustainability framework) in 
preventing and combating trafficking in human 
beings.

Sustainable innovations have contributed to prevent and combat 
trafficking and sex tourism by creating greater awareness among 
all stakeholders involved (population, tourists, entrepreneurs, 
etc.).

(Lawton & Weaver, 2010)
To analyze the impacts that sustainable innovation 
(e.g. recycling and energy conservation) can have on 
events, particularly birdwatching events.

There are positive effects in introducing sustainable innovations 
both on participant cost and satisfaction. However, there are no 
positive effects on revenue generation.

(Njite, Hancer, & Slevitch, 
2011)

To examine how companies understand corporate 
social responsibility and identify the motivations / 
limitations for practicing them.

Social corporate responsibility has positive economic results in 
the long term growth and less employee turnover.

Segarra-Oña et al. (2012) To identify the impacts that environmental certificates 
have on hotel economic performance Positive impacts at economic level.

Strambach & Surmeier (2013)
To identify the main economic impacts that 
sustainable certification programs have on tourist 
businesses.

The certification promotes: 
1) Network relations with other certified companies, which 
enables mutual exchange of ideas and experiences; 
2) Sharing best practices; 
3) Indirect benefits perceived primarily in gaining easier access 
to government support and funding. 
Non-consensual impacts among respondents: economic impacts 
(recognition, credibility and positioning), attracting new 
business contacts and new customers.

(García-Pozo et al., 2016)

To analyze the effects of implementing sustainable 
innovations on labor productivity in the hotel 
industry and the impact of these measures on labor 
productivity.

Introduction of sustainable innovations has a positive influence 
on labor productivity, although the economic crisis has reduced 
the observed productivity growth for each additional eco-
innovative practice implemented by hotels. However, the results 
show that productivity growth could have been exceeded in the 
years analyzed.

Source: Own elaboration
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et al. (2007) also conclude that sustainable innovations can reduce the negative impacts of tourism 
activities in National Parks and contribute to environmental, social and economic benefits. As such, 
one can conclude that, although the economic dimension does not yield consensual results, sustainable 
innovations can have a positive sustainable impact on the tourism industry.

From Table 5 it is possible to conclude that, based on the concepts laid down in Table 1, the most 
researched types of sustainable innovations in this area of study are: products (Krozer, et al, 2007; Lord-
kipanidze et al., 2008), green innovation processes (Yaw, 2005); organizational management(Garcia-
Pozo et al., 2016; Tepelus, 2008); resource conservation (Garcia-Pozo et al., 2016; Goodman, 2000; 
Lawton & Weaver, 2010); sustainability management, namely regarding environmental certification (eg: 
Garcia-Pozo et al., 2016; Strambach & Surmeier, 2013; Segarra-Oña et al., 2012); and corporate social 
responsibility (Njite et al., 2011; Tepelus, 2008).

Monitoring Sustainable Innovation

Given the difficulty in assessing the concept of sustainability, it has been linked to the goal of maximizing 
positive impacts and minimizing negative impacts (Martin, 2013). As such, it is necessary to monitor 
sustainability to identify their effects in order to introduce preventive or corrective measures as much as 
possible (Bell & Morse, 2008; Choi & Sirakaya, 2006; Edgell, Allen, Smith, & Swanson, 2008; Hjalager, 
1997; Moniz, 2006). However, the lack of relevant data and indicators, and their consequent monitoring, 
is one of the biggest challenges (Choi & Sirakaya, 2006; Miret-Pastor et al. 2011; Moscardo, 2008), 
and a complex issue is that it involves the same problems that make it difficult to measure innovation 
(Miret-Pastor et al., 2011). Therefore, research is needed to investigate the most appropriate indicators 
to monitor this innovation in the context of tourism.

Despite its relevance, this line of research is still under-researched as only two studies, related to the 
hospitality industry, have focused on this subject, as shown in Table 6.

Factors That Influence the Integration of Sustainable Innovations

There are several lines of research in this subject area, as shown in Table 7. One of them is the iden-
tification of theoretical models that explain the decision-making processes, attitudes and factors that 
influence entrepreneurs to adopt sustainable innovations in their tourist activities. Hallenga-Brink & 

Table 6. Main objectives and conclusions about monitoring

Author Main Objective Conclusion

(Chan, 2009)

To identify, assess and generalize the environmental 
measures used in sustainable innovation related to 
the introduction of the environmental management 
system in the hotel industry.

113 measures were identified. Almost half of them 
refer to energy conservation.

(Miret-Pastor et al., 2011)

To evaluate environmental indicators of sustainable 
innovation related to three environmental 
certificates in the field of tourism and to understand 
if environmental certification can be considered as 
an indicator of eco-innovation.

The article shows that environmental certification 
systems can be used as indicators of sustainable 
innovation in the hospitality sector.

Source: Own elaboration
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Brezet (2005) use the sustainable innovation design diamond model. Chou et al. (2012) use a model 
that combines Rogers’ diffusion of innovation and planned behavior theories to better investigate these 
processes. Dibra (2015) considers Rogers’ (2002) diffusion of innovation theory as the most appropriate 
one. Horng et al. (2017) test a new theoretical model interrelating the characteristics of innovation with 
sustainable innovations, environmental marketing strategy and the organizational environment as well 
as the mediating effect of these last two variables.

Another area of   research looks at the factors and characteristics of adopters that can influence tourism 
businessmen to integrate sustainable innovations into their activities. This topic is extremely relevant 
as tourism businessmen can play a vital role in sustainable development because, if motivated, they 
contribute to sustainable growth and serve as a vehicle for innovation and change (Lordkipanidze et al., 
2008). It is possible to conclude that managers play a key role in introducing innovation (Bergin-Seers, 
Breen, & Frew, 2008; Nybakk & Hansen, 2008) with a positive relationship between their environmental 
opinion leadership (environmental perception of managers) and sustainable innovation (Best & Tapas, 
2011; González & León, 2001; Reyes-Santiago, Sánchez-Medina, & René, 2017; Smerecnik & Ander-
sen, 2011). Similarly, businesses that are dependent on the natural environment are a key element in the 
adoption of environmental innovation (Best & Tapas, 2011). Recognition of opportunities, on the other 
hand, does not significantly influence the adoption of these innovations (Nybakk & Hansen, 2008).

Another research topic is to identify which characteristics of innovation lead to the adoption of sus-
tainable innovations. The perceived simplicity of innovation is the most positively correlated feature 
with this adoption (Chou et al., 2012; Smerecnik & Andersen, 201). The ability to experiment did not 
correlate with the adoption of innovations for achieving sustainability (Smerecnik & Andersen, 2011). 
As to relative advantage, on the other hand, there is a lack of consensus among the authors: for Chou 
et al. (2012) and Le, Hollenhorst, Harris, McLaughlin, and Shook (2006) it is a strong predictor of the 
adoption of sustainable innovation, while for Smerecnik & Andersen (2011) it only entails a moderate 
correlation.

Another relevant topic of study is the characteristics of organization and context. The results regard-
ing organizational characteristics are not consensual, namely in terms of company size. Some studies 
argue that there is a strong relationship between company size and the adoption of sustainable innova-
tions (Best & Tapas 2011; González & León, 2001; Reyes-Santiago et al., 2017), but there are studies 
where this relationship is inconsistent (Le et al., 2006). In addition, there are studies that argue that larger 
companies have more capability to innovate (Best & Tapas, 2011; Reyes-Santiago et al., 2017) and there 
are studies that give greater prevalence to SMEs (Nicholls & Kang, 2006) and also argue that the more 
hierarchical the organization is, the lower the creativity and the experimentation in the organizations 
(Reyes-Santiago et al., 2017). Team participation is another favorable element in the development of 
sustainable innovations (Chou et al., 2018; Martínez-Pérez et al., 2015; Reyes-Santiago et al., 2017; 
Smerecnik & Andersen, 2011).

As to contextual characteristics, customer concerns about the environment positively influence envi-
ronmental innovation (González & León, 2001), although the relationship may be very weak (Le et al., 
2006) or non-statistically significant (Chou et al., 2012). Government policies do not have a consensual 
outcome: Bergin-Seers et al. (2008) argue that they are the most common barriers to adopting innovations, 
while Le et al. (2006) have not found a significant correlation between perceived changes in government 
policy and company decisions to adopt innovations and sustainable practices.

For Le et al. (2006) and Horng et al (2017) the characteristics of innovation are the most important 
factors underpinning the adoption of corporate sustainable innovation and the characteristics of the 
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Table 7. Main objectives and conclusions regarding the integration of sustainable innovations

Author Main Objective Conclusion

(González & León, 2001)
To investigate the determinants that lead to the adoption 
of environmental innovations in the production of hotel 
services.

The most frequently adopted environmental measures normally involve low 
investments and reduced operating costs. The environmental quality index is 
determined by the category of facilities, production capacity, integration into a larger 
management chain, environmental perception of managers and customer concern for 
the environment.

(Hallenga-Brink & Brezet, 2005)
To investigate the sustainable entrepreneur decision-
making process based on the diamond model of 
sustainable innovation design.

The results indicate that this model has great potential for companies as it contributes 
to integrate sustainability into daily business practice.

(Le et al., 2006)

To identify the factors that influence the intentions of 
hotel companies to adopt environmentally sustainable 
innovations, namely: a) characteristics of innovation 
(relative advantage, compatibility, complexity, 
observability); b) organizational characteristics (firm 
size / internal resources, location, green attitude and 
attitude towards change (risk level); and c) perceived 
environmental characteristics (level of competition, 
customer pressure, and government / regulation).

The characteristics of innovation are the most important factors influencing the 
adoption of innovations of sustainable tourism practices in corporations. Relative 
advantages (measured in terms of savings, sales volume, and increased company 
reputation) also appear to be effective motivators for adopting environmental practices. 
As to organizational characteristics – which has the weakest correlation – the results 
show the level of risk is the variable that most influences the adoption of sustainable 
innovations. The relationship between company size and the adoption of innovation 
depends on the type of innovation.

(Bergin-Seers et al., 2008)
To analyze the barriers and determinants that affect the 
integration of innovation management in nature-based 
tourism in small and medium enterprises.

The most common barrier is government regulation and the main determinant that 
influences innovation is networks with external people, which enables the development 
of new products and services. Managers and a dynamic management style are key 
factors in making companies more innovative.

(Nybakk & Hansen, 2008) To identify the attitudes of entrepreneurs that influence 
innovation in the nature-based tourism product.

The data shows that the recognition of opportunities does not significantly influence 
the adoption of innovations. Owners with a more entrepreneurial attitude are more 
likely to start new activities and adopt innovations.

(Best & Tapas, 2011)

To study what differences (in terms of characteristics, 
environmental attitudes / motivation, familiarity, 
constraints and implications) exist between adopters and 
non-adopters of sustainable innovations (implementation 
of environmental practices – energy saving lamps, energy 
saving devices, water saving devices, clothing and/
or towel replenishment programs, separation of solid 
waste for reuse or recycling, environmental policies and 
environmental management system).

One of the factors influencing the adoption of sustainable innovation is the 
environmental motivation given by the business dependence on the natural 
environment. As to the importance of the tourist sector’s role in environmental 
protection, one of the factors influencing the adoption of sustainable innovations is 
the size of the company, given the greater ability to introduce innovations. Lastly, the 
results conclude that the introduction of sustainable innovation can be better if there 
is at least one person, a green champion within an entity that effectively drives the 
process, which validates other studies on the importance of this feature in adopting 
sustainable innovations.

(Smerecnik & Andersen, 2011)

To understand which characteristics of innovation 
(relative advantage, compatibility, simplicity/complexity, 
and testability) and the characteristics of adopters 
(environmental opinion leadership and innovator 
characteristics) that affect the voluntary adoption of 
sustainable innovations at ski resorts in North America.

The perceived simplicity of innovation (characteristic of innovation) and 
environmental opinion leadership (characteristic of adopters) are the most positively 
correlated characteristics with the adoption of sustainable environmental innovations. 
Testability did not correlate with the adoption of sustainable innovations.

(Chou et al., 2012)

Using a model that combines Rogers’ theory and planned 
behavior theory, they investigate attitudes and behavioral 
decision factors in the adoption of green practices in the 
Taiwanese catering industry.

Attitude and perceived behavioral control have positive effects on behavioral intention, 
while social influence is not significant. Perceived innovation characteristics have 
direct positive effects on attitude and indirect positive impacts on the behavioral 
intention of adopting green practices. In terms of innovation characteristics (Rogers’ 
theory), simplicity and relative advantage are correlated with greater adoption of 
sustainable innovation. However, contextual and organizational characteristicsplayed 
the most significant role.

(Nicholls & Kang, 2012)

To assess the factors and levels of adoption of various 
environmental innovations in the housing sector (assessed 
across all property characteristics, including type, 
property, location, and size).

Small businesses are more prone to sustainable innovations as they engage in 
community activities and use local and / or organic products. Nearly complete 
implementation of proper disposal of hazardous waste contrasts with the minimal use 
of key cards to control energy use.

(Dibra, 2015)
This article analyzes and compares various theoretical 
models to explain the factors that influence businessmen 
to adopt sustainable innovations in their tourism activities.

Rogers’ theory was considered the most appropriate for the study of the factors that 
influence the adoption of sustainable innovation practices in tourism companies.

(Martínez-Pérez et al., 2015)
They analyze the mediating role played by knowledge 
strategy in the relationship between social capital and eco-
innovation in cultural tourism clusters.

The results reveal that social capital is a key driving force that companies located in 
cultural tourism clusters must support to develop sustainable innovations.

(Horng et al., 2017)

They test a new theoretical model to identify the 
interrelationships between innovation characteristics, 
sustainable innovations, environmental marketing strategy 
and the organizational environment, as well as the 
mediating effect of the last two variables.

The diffusion of innovation is positively related to the environmental marketing 
strategy and sustainable innovations. Marketing strategy mediates the relationship 
between innovation diffusion and sustainable innovations. Only organizational 
environment plays a significant role in improving the relationship between innovation 
diffusion and the environmental marketing strategy. The findings reinforce the role that 
innovation characteristics play in selecting sustainable innovations and the role that 
sustainable marketing strategy plays as a mediator in strengthening the link between 
characteristics and the adoption of sustainable innovation.

(Reyes-Santiago et al., 2017)
To analyze the relationship between organizational culture 
(hierarchy, organizational culture, market and adherence) 
and eco-innovation.

Organizational culture and company size are the most important factors in explaining 
the presence of eco-innovation. This research shows that membership culture is the 
type of organizational culture most closely related to eco-innovation, and company size 
influences the adoption of sustainable innovations as small hotels have fewer financial 
resources.

(Chou et al., 2018)

To examine and explain the moderating role that the 
organizational environment (encouragement, pressure and 
resources) can play between sustainable services and the 
performance of sustainable catering companies.

There is an interaction between the organizational environment, sustainable service 
and company performance (overall impression for customers and increased operating 
profit). There is a significant perceived interaction effect between competitive 
pressure, employee encouragement (personal, corporate and community sustainable 
services’ benefits) and innovative sustainable services.

Source: Own elaboration
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organization are the least important. However, Chou et al. (2012) argue that the contextual and organi-
zational characteristics played the most significant role.

Sustainable Innovation and Tourist Destinations

Table 8 emphasizes that sustainable innovation applied in a territorial context should be oriented towards: 
1) integrating and developing a range of other socio-economic activities beyond the tourism industry 
(e.g. in supporting the development of activities such as traditional agriculture, crafts, education, health) 
(Genovese, Culasso, Giacosa, & Battaglini, 2017; Moscardo, 2008; Scott & Cooper, 2010); 2) stimulate 
collaboration of a stakeholder network in the tourist destination (Genovese et al., 2017; Scott & Cooper, 
2010); and 3) actively promote the benefits of tourism for local residents (Scott & Cooper, 2010).

These articles were conducted either in an urban context (Scott & Cooper, 2010) or in natural envi-
ronments (Genovese et al., 2017) or in a tourist destination overview (Moscardo, 2008) and conclude 
that this type of innovation can contribute to a sustainable destination.

Entrepreneurs’ Behaviour Towards Sustainable Innovation

Table 9 shows that there is an ambiguous behavior in the hotel sector, which may be due to studies being 
applied in countries with different cultures and values. While, on the one hand, there are hotel manag-
ers who lack the necessary environmental knowledge and interest (Erdogan & Barisb, 2007; Mensah, 
2007), on the other hand, there is a high level of awareness and the desire to preserve the environment 
through the implementation of environmental practices (Kattara & Zeid, 2002; Knowles et al., 1999). 
There is, however, a clear gap between good “intent” and environmental action (Knowles et al., 1999) and 
some inactivity in the areas of sustainable innovation related to organizational management / resource 
conservation (Mensah, 2007) and social and environmental responsibility (Erdogan & Barisb, 2007).

Table 8. Main objectives and conclusions regarding sustainable innovation and tourist destinations

Author Main Objective Conclusion

(Moscardo, 2008)
To identify new, more sustainable tourism 
innovations to support the development of 
a destination region.

In order for sustainable innovation to contribute to a 
cohesive and sustainable development of a destination/
region, innovations need to integrate the socio-economic 
activities of the destination region, e.g. supporting the 
development of activities such as traditional agriculture, 
crafts and education.

(Scott & Cooper, 2010)
To analyze what types of sustainable 
innovations can be employed to make 
urban tourism sustainable.

A sustainable urban tourism product requires innovative 
measures such as: collaboration between stakeholders 
acting at a destination (various companies and economic 
activities working together in a hypercluster), creating an 
integrated and unique destination image of existing services 
and products and innovations that actively promote tourism 
benefits for local residents.

(Genovese et al., 2017)

To analyze the key features of agricultural 
organizations in the Italian alpine 
mountains and how they can be combined 
into innovative and sustainable business 
models.

A sustainable innovative business model must encompass 
the coexistence of different economic activities for better 
continuity and sustainability, involving not only individual 
organizations, but also destinations.

Source: Own elaboration
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Sustainable Innovation and Tourists (Segmentation)

Although the success of eco-innovations largely depends on individual consumer adoption (Gurtner 
& Soyez, 2016) and the tourist as a consumer plays a leading role in the unfolding concept of sustain-
ability in this sector (Kasim, 2004; Williams & Plouffe, 2007), little is known about the characteristics 
of tourists adopting green innovations. Thus, as shown in Table 10, Andereck (2009) finds a positive 

Table 9. Main objectives and conclusions regarding businessmen behavior and sustainable innovations

Author Main Objective Conclusion

(Knowles et al., 1999)

To study the behavior of the tourism industry 
in England to understand if there is a gap 
between theory and practice regarding the 
application of sustainable innovation and its 
role in contributing to improving environmental 
performance.

There is a high percentage of respondents expressing 
concern about environmental issues in the hotel 
industry. However, it clearly shows a gap between 
good “intent” and environmental action.

(Kattara & Zeid, 2002) To assess innovative environmental practices in 
Sinai and Red Sea hotels.

There is an opportunity to promote environmental 
practices in hotels and a high level of awareness and 
willingness of managers to preserve the environment 
and a desire to implement eco-innovations.

(Erdogan & Barisb, 2007)

To investigate the general nature of 
environmental protection, waste management, 
purchasing, energy use and conservation 
practices in the hotel industry in Ankara, 
Turkey.

Ankara hotel policies and practices often lack relevant 
attributes for the protection and conservation of the 
environment. Hotel managers generally lack the 
knowledge and environmental interest to achieve 
basic social and environmental responsibility 
objectives.

(Mensah, 2007)

This exploratory study analyzes sustainable 
innovations related to environmental 
organizational management (resource 
conservation and sustainability management) in 
hotels in Ghana.

Most hotel managers are inactive in the areas of 
recycling and solar energy use. The hotels’ most 
popular environmental management and sustainable 
tourism practices were the use of energy efficient 
lamps and the reuse of linen and towels (it did not 
expand on the reasons for the hotels’ activity or 
inactivity in environmental management).

Source: Own elaboration

Table 10. Main objectives and conclusions regarding sustainable innovation and tourists

Author Main Objective Conclusion

Andereck (2009)
To investigate the perceptions of tourists 
about environmentally innovative tourism 
companies’ responsible practices.

Visitors with a stronger ecological orientation had more 
positive opinions (such innovations are important and 
valuable) about environmentally responsible practices by 
tourism companies than non-nature-oriented tourists.

Esparon, et al. (2014)
To analyze the perceived importance of 
various attributes of the ECO sustainable 
innovation certification system.

The importance of the attributes varied according to the 
type of products and visitor groups. In accommodations, 
the main attributes perceived as important were Nature 
(as an aesthetic experience) and Marketing. The 
attractions and the rides were the least important. Younger 
visitors give more importance to the Environment and 
Conservation than older visitors. Women are more 
sensitive to conservation than men. Visitors ranked ECO 
certified operators better than non-ECO certified operators 
in many attributes.

Source: Own elaboration
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relationship between nature-oriented tourists and the most positive views on environmentally responsible 
innovation practices by tourism companies. Studying the perception and importance that sustainable 
(certified) innovations have for tourists, Esparon, Gyuris, and Stoeckl (2014) found that there are product 
characteristics (eco-housing) and demographic characteristics (gender and age) that influence the attitude 
towards this kind of innovative practices.

Table 11. Main objectives and conclusions regarding sustainable innovation in tourism

Author Main Objective Conclusion

(Hjalager, 1997)
To analyze the typology of eco-innovations 
in sustainable tourism, specifically in natural 
tourism products.

Environmental issues are faced by a number of 
innovations in this area of   sustainability. However, the 
tourism industry has some inertia as these are the result 
of innovative efforts made in other industries (e. g. 
suppliers).

(Peeters et al., 2006)

To analyze current innovation options that 
enable more sustainable tourism in three areas 
of the aviation sub-sector: technology, lifestyle 
and politics.

At a policy level, sustainable innovations can focus on 
financial instruments such as international travel tax 
or greenhouse gas emissions. However, sustainable 
technological innovations will not be sufficient to offset 
projected growth rates in aviation.

(Brezovec, 2008) To assess the role of communication in the 
dissemination of sustainable innovations.

Communication needs to be treated differently from 
traditional communications.

(De Grosbois, 2012)

To evaluate the practice of corporate social 
responsibility (CSR) reporting (considered 
a type of sustainable innovation) among the 
world’s largest hotel companies.

While a large number of companies report a commitment 
to CSR objectives, far fewer provide details of specific 
initiatives undertaken to contribute to those objectives 
and even fewer report actual performance achieved. The 
study identifies the following challenges: the difficulty 
of significantly comparing the performance of hotel 
groups as there are different methodologies applied; 
different measures used; and lack of clarity regarding the 
scope of the report.

(Mattera & Melgarejo, 
2012)

To describe eco-innovation best practices of 
two leading Spanish hotel corporations: NH 
Hotels and Meliá Hotels International.

CSR initiatives bring financial benefits to hotel 
companies by identifying a relationship between CSR 
and financial profit. Companies incorporate important 
actions by focusing on reducing environmental damage 
(e.g. reducing energy consumption through new 
technologies, using recycled materials and using fair 
trade products).

(Horng, Wang, Liu, Chou 
& Tsai, 2016)

To examine the key features of sustainable 
innovation in hotel services.

The results show that the following characteristics are 
important indicators of sustainable service innovation 
in the field of hotel management: market position, 
customer satisfaction; service orientation; environmental 
thinking; employee involvement; incentive mechanisms; 
human resources development; environmental services; 
cultural resource management; government policy; and 
education.

(Pace, 2016)

To analyze how tourism companies innovate 
in sustainable energy consumption and explore 
the capabilities of adopting energy efficiency 
in tourist hotel establishments.

The results demonstrate different patterns of innovation 
adoption across companies in terms of range of energy 
technologies. The measures to be taken depend on a 
combination of companies’ capabilities, particularly 
to solve problems regarding energy efficiency and 
to accumulate knowledge about energy solutions by 
creating spaces for the adoption of innovative ideas.

Source: Own elaboration
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Broad Perspective of Innovation and Sustainable Innovation in Tourism

Table 11 shows the different topics of this subject area, which covers various types of research without 
a common thread between them.

The research topics covered are quite varied ranging from: identifying sustainable types of innovation 
in nature tourism – considered to be a sustainable innovative product, as shown in Table 1 – (Hjalager, 
1997) and their main features in the hotel industry (Horng et al., 2016); analyzing the relationship be-
tween this type of innovation and climate change in the aviation subsector (Peeters et al., 2006); analyz-
ing sustainable innovations related to energy efficiency (Pace, 2016); examining a type of sustainable 
innovation (see Table 1), namely Corporate Social Responsibility (CSR) reports (De Grosbois, 2012); 
and the role of communication in disseminating sustainable innovations (Brezovec, 2008).

Hjalager (1997) argues that there are several types of innovations that allow a more sustainable tour-
ism in nature but that this industry is very dependent on other industries. Horng et al. (2016) identify 
several characteristics considered as relevant indicators of innovation in sustainable services in the 
field of hotel management, including but not limited to environmental thinking, employee involvement, 
environmental services and education. Of the few studies that analyze sustainable innovation in a tour-
ism subsector other than catering/hotels, Peeters et al. (2006) conclude that sustainable technological 
innovations will not be sufficient to mitigate the negative impacts this subsector has on climate change. 
Pace (2016) concludes that different standards for adopting sustainable energy efficiency innovations 
depend on a combination of companies’ ability to solve problems surrounding energy efficiency and 
accumulate knowledge about energy solutions. De Grosbois (2012) reveals that only a limited number 
of companies provide CSR-related sustainable innovation details, and even fewer report the actual 
performance achieved. Brezovec (2008) highlights the crucial role of communication in disseminating 
sustainable innovations by concluding that this type of communication needs to be treated differently 
from traditional communications.

Main Future Research

Given that sustainable innovation in tourism is still a recent and little explored topic (González & León, 
2001), more research on the subject is needed. Considering this reality, there are several lines of research 
and gaps to explore, based on the authors of the articles analyzed. Table 12 summarizes the main lines 
of future research suggested by the authors under review.

Based on the articles analyzed, one can conclude that triangulation is not much explored in this 
subject. Given the relevance of triangulation to mitigate the limitations of each data collection method, 
it would be advisible to recommend its use in a more extensive way in order to make a more significant 
contribution to the validation and conclusion of results (which is more detailed in the previous section). 
Thus, the conclusions of Knowles et al. (1999), for example, who claim that there is a huge awareness of 
environmental issues among English hoteliers, but which is not always translated into action, could be 
further examined with triangulation clarifying whether this perceived awareness comes from environmental 
awareness or merely due to “politically correct” answers. In this line of thinking, beyond triangulation, 
it would be relevant to extend research methods to other data collection tools such as neuroscience tools, 
as attitudes and behaviors towards sustainability are often expressed using politically correct answers 
(Hashimoto; 2000; Lawton & Weaver; 2010), and do not represent the actual behavior. These tools could 
allow a better understanding of the cognitive processes that guide such behaviors and attitudes.
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Table 12. Main lines of future research in sustainable innovation

Theme Descripiton Authors

Monitoring Monitoring impacts of sustainable innovation (e.g. in the tourist 
destination) Krozer et al. (2007)

Sustainable innovation in 
destination communities

To integrate the local community perspective in more detail; 
further analysis of the implications that sustainable innovations 
have for the communities involved in certified business 
activities.

Njite, et al (2011); Strambach and 
Surmeier (2013)

Sustainable innovation among 
employees

Employee involvement in eco-innovation tasks or how 
integration of these innovations is viewed from the workers’ 
perspective

García-Pozo et al., 2016

Analyzing the perspective of employees in the context of 
different types of tourism (e.g. cultural tourism). Martínez-Pérez et al. (2015)

Sustainable innovation among 
businessmen

a) Factors influencing businessmen to embrace sustainable 
innovations, addressing, e.g., demographic or psychographic 
characteristics.

Bergin-Seers et al. (2008)

b) To develop research on Rogers’ (2003) theory of innovation 
in the context of sustainable innovation in tourism (e.g. 
characteristics of innovation; of the organization and of the 
environment) as sooner or later as it occurs.

Dibra (2015); Horng et al. (2017); 
Karakaya, Hidalgo, and Nuur 
(2014); Le et. al. (2005); Smerecnik 
and Andersen (2011);

c) To explore businessmen behavioral intentions towards 
adopting ecological innovations and intrinsic (e.g. personality) 
and extrinsic (e.g. social) factors and explore other models such 
as the Theory of Planned Behavior.

Chou et al. (2012)

d) Studies examining business decision-making processes in 
adopting sustainable innovations in hotels and tourism-related 
companies.

Le et al. (2006)

e) Introducing other variables such as political ideology and 
level of information. Smerecnik and Andersen (2011)

Sustainable innovation among 
tourists

a) Few studies have specifically considered the impact of visitors 
on supporting sustainable innovations in tourism businesses. Andereck (2009)

b) To assess visitors’ perceptions of this type of innovation (e.g.: 
environmental certificates)

Andereck (2009); Esparon et al. 
(2014)

Sustainable innovation and 
social and ethical concerns

Sustainable innovation should not only focus on the 
environmental dimension but should also address social and 
ethical concerns.

Brezonec (2013); Tepelus (2008).

Environmental management 
and sustainable innovation

Studies on effective management techniques for increasing the 
adoption of environmental values across companies as well as 
finding ways to enable employees to participate in building those 
values.

Erdogan and Barisb (2007); 
Smerecnik and Andersen (2011)

Methodology

a) Studies with methodologies that allow the generalization of 
findings. Genovese et al. (2017)

b) Longitudinal studies to analyze the long-term impact that 
sustainable tourism innovations have on companies and the 
social and ecological environment.

Segarra-Oña et al. (2012)

Sustainable innovation 
(institutional dimension)

Studies analyzing the impact of the institutional dimension on 
the adoption of eco-innovation (e.g.: in different destinations; 
what is the government’s role in encouraging the creation of 
sustainable innovations in tourism).

Reyes-Santiago et al. (2017)

Source: Own elaboration based on the authors mentioned above
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The analysis of the articles also allows us to conclude that, in future research, it would be ideal to 
explore the impacts that sustainable innovation can have on various tourism subsectors, in addition to 
traditional, catering and hospitality, and what kind of impacts the integration of this type of innovation 
can have on them. Further studies, such as that of Scott and Cooper (2010), which explore the impacts 
that sustainable innovations have on the destination of tourism are recommended, given the importance 
of tourism innovations for territorial competitiveness and sustainability (Brandão & Costa, 2013).

Another perceived gap is lack of studies on Business model innovation for sustainability. If tourism 
destinations are to succeed based in business innovation models, they need to incorporate sustainability in 
their business models. As it is not a matter of the magnitude of the novelty that needs to be incorporated 
but how to incorporate value proposition, value creation and value capture embracing all stakeholders 
and having sustainability as a common ground so that sustainable strategies are widespread across all 
stakeholders. For that public policy needs to address not only innovation, but also sustainability among 
different incentives and regulations. In this way public policy needs to be concerned with a proactive 
behavior including all inter-organizational payers to be tuned to a shared societal added value.

Given that, in the tourism industry, the environmental problem is often related to the number of 
tourists and the throughput capacity of tourist destinations and locations (Hjalager, 1997), it would be 
relevant to research into possible sustainable innovations that could reduce this ecological problem. 
Lastly, it should be noted that there is still a gap in this marketing-oriented research. Considering that 
sustainability is often unable to be identified, studies are needed to investigate sustainable innovation 
information and marketing strategies as they are an essential part of this approach. Similarly, one cannot 
forget the importance that new technologies are having in tourism (Edgell et al., 2008; Moniz, 2006). 
As such, further research linking sustainable technological innovation with this sector would be an asset 
to the body of knowledge.

CONCLUSION

Sustainable innovation is an important tool not only for the economy but also for making sustainable 
development an achievable goal. This type of innovation seeks to include a concern for environmental, 
social and economic equity in traditional methods of innovation.

As one of the most promising growth drivers for the world economy, tourism plays an active role with 
its negative impacts that sustainable development seeks to mitigate. It is therefore necessary to rethink the 
tourism industry innovation strategies so that this industry can contribute to a greater sustainable environ-
ment. As such, analyzing sustainable innovation in the context of tourism is a necessity, although relatively 
unexplored academically. The objectives of this chapter emerged from this need, which led the authors 
to propose the identification of current knowledge and possible paths for academic research. Through 
systematization, the answers to the two initial questions for the study became increasingly noticeable. 
Regarding the first question – what is the current state of research? –, this chapter demonstrates that it is 
a recent research topic and that it has attracted increasing academic attention with a significant increase 
in publications since 2010 – 23 articles (54.76%). The data also reveals that the interest in this topic is 
very wide given the different fields of the academic journals that publish articles on it. Regarding the 
research areas, the systematization and treatment of content analysis extracted relevant information and 
it was possible to identify seven major areas. The two most relevant areas involve research on the factors 
that influence the integration of sustainable innovations (14 articles) and the impacts that sustainable 
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innovation has on economic, social and environmental contexts (10 articles). The quantitative methodol-
ogy is used in the vast majority of studies, and survey questionnaires are the most applied instruments.

As to the second question – what are the limitations of the studies and ways for future research? –, 
the results show that there are still several areas to explore and discrepant research on their results. The 
latter case, e.g. the economic dimension, has disparate results with articles concluding that there are 
significant positive impacts (García-Pozo et al., 2016; Goodman, 2000; Njite et al., 2011; Segarra-Oña 
et al., 2012; Yaw, 2005) and other articles (Strambach & Surmeier, 2013; Lawton & Weaver 2010) where 
these economic benefits are not perceived as such (e.g. wealth creation). Other non-consensual results 
are those related to innovation characteristics, as there are distinct results in characteristics such as rela-
tive advantage. Given this discrepancy, further research on these topics would be relevant and advisible.

Another limitation found is the relationship between sustainable innovation and the social dimension, 
the latter being the most neglected. Indeed, the relationship between sustainability and the environment 
has been widely studied in multiple topics, but the sociocultural dimension has been neglected. Thus, 
new studies are needed to further develop the reaction / satisfaction / response / perception of tourists 
and other stakeholders such as industry employees and the local community regarding sustainable in-
novation in tourism. This analysis is relevant because the knowledge, satisfaction and involvement of 
the various tourism stakeholders is one of the basic principles of the concept of sustainability (Bell & 
Morse, 2008; United Nations Environmental Programme, 2005).

Concerning the businessmen as stakeholders, research on this important gap is in high demand, 
exploring the gap between good “intention” and the sustainable action that apparently exists among 
tourism businessmen. To this end, using neuroscience tools as research methods could underpin a bet-
ter understanding of these behavioral gaps. Methodologically, it would still be relevant, given the large 
amount of studies with quantitative methods, to invest in research that adopts a triangulation strategy to 
mitigate possible drawbacks of politically correct answers.

Given the importance of climate change for the tourism industry, it would be interesting to develop 
studies that relate these problems to sustainable innovation (e.g. how to use it to mitigate these problems, 
what kind of innovations should be used, etc.). Another gap still little explored is the impact that sustain-
able innovation can have on the tourism sector itself, on tourist destinations and ultimately on a country. 
In order to reflect on these impacts, it is essential to carry out research including indicators / indexes 
of sustainable innovation that can assess the performance of innovations implemented / introduced in 
terms of sustainability. In this way, sustainable innovation can gain greater credibility and acceptance, 
which enables a better dissemination across the tourism industry and an increasingly relevant role for 
sustainable development.
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KEY TERMS AND DEFINITIONS

Green Consumer: The type of consumer that is concerned with individual environmental and so-
cial needs. It normally addresses the market in such a way that penalizes maximization of profits that 
disregards the maximization of the satisfaction of consumer needs, in accordance with the environment 
restrictions and regulations.

Sustainability: Composed of three pillars: economic, environmental, and social needs. Sustainability 
is concerned with the needs of the present without compromising the ability of future generations to meet 
their needs. It encourages businesses to be concerned with and frame their decision-making process with 
a long term orientation rather than short-term needs regading economic, environmental an social needs.

Sustainable Development: The organizing principle for meeting human development goals while 
simultaneously sustaining the ability of natural systems to provide the natural ecosystems and resources 
that both the economy and society depend. As such, it can be defined as the development that meets the 
needs of the present generations without compromising the ability of future generations to meet their 
own needs.

Systematic Literature Review: A specific type of literature review that uses systematic methods to 
collect content, secondary data and research methods that critically appraise research studies, and syn-
thesize findings qualitatively or quantitatively. Systematic literature reviews (SLRs) are normally based 
as the result of research questions that seek to identify and synthesize studies that directly relate to the 
systematic review question. SLRs are designed to provide a complete, exhaustive summary of current 
evidence relevant to the research questions formulated.
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Tourism: Involves the commercial provision and the demand of specific services. Tourism is a prod-
uct of social arrangements involving the process of spending time away from home, normally involving 
recreation, pleasure, and relaxation – although in more recent times it also involves other activities as 
medial torism, academic tourism, industrial tourism, business tourism, pilgrimage, among others.
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ABSTRACT

Rural development implies both the economic betterment of the people living in rural areas as well as 
bringing out holistic development. Accordingly, government has made paradigm shift from individual-
centric rural development support to creation of gainful self-employment as well as wage employment 
among rural masses. Entrepreneurship, in this direction, has become an important consideration. 
Economic growth of a region largely depends on the involvement of poor and marginal sections into the 
process of entrepreneurship development. Globally, a large number of unemployed youth and women are 
becoming self-employed through entrepreneurship and creating employment opportunities for others. 
Researchers have worked on women’s empowerment, economic development, and their role on micro-
credit movement. The work on role of women in sustainable development is very limited. This chapter 
has tried to analyse issues related to women entrepreneurships in light of sustainable rural development 
in India to meet the research gap in the current context of Indian rural economy.

INTRODUCTION

In the field of research on social sciences, particularly on rural development, analysing the role of women 
and measuring effectiveness of their organisations are of immense importance. The age old deprivation, 
neglect and suppression of this weaker section of the society are now changing and their role in every 
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process of development has gradually been acknowledged since the introduction of various gender related 
initiatives including Constitutional Amendments (73rd and 74th) Acts of India. Rural women are now 
playing different roles outside of their domestic sphere such as - functionaries of Panchayat, as organ-
iser of thrift and credit group of women, as community resource persons, as facilitators and so many of 
other natures. They are now actively involved in cottage based small industries or handicrafts, rearing 
small ruminants at home for generating income as well as for self employment. Their participation in 
rural economy has also been considered very crucial. Several attempts have been made to encourage 
entrepreneurship among women in rural areas of India.

Entrepreneurship and Sustainable Rural Development

Entrepreneurship is defined as an engine for national prosperity through innovations and inventions. 
Ahmad and Seymour (2008) have pointed out entrepreneurship in light of certain parameters like- new 
goods or quality, introduction of a new method of production, the opening of a new market, · the conquest 
of a new source of supply of new materials or parts, and the carrying out of the new organisation of any 
industry. On the other hand, rural area in Indian context means, in general a geographical area where 
most of the people are engaged in agriculture, animal farming, cottage industries and having very close 
relationship among people and with nature. Prakash & Goodwin (2018) have referred ‘rural area’ as the 
smallest area of habitation and ‘sustainable rural development’ as the holistic development of rural areas 
in Political, Economic, Social, Technical, Legal and Ecological fronts (PESTLE) in order to maximise 
human well-being without compromising the ability of future generations to meet their needs. Some other 
important domain of sustainable development are also taken into consideration. In view of sustainable 
development goals adopted by UNDP (2015), this paper has considered entrepreneurship development 
among women, employment generation through entrepreneurship, income generation and access to 
financial proposition as important issues for understanding role of entrepreneurship towards promoting 
sustainable rural development. The role of women in small scale industrial sectors has been identified as 
owners of enterprises, some were managers of enterprises and some were employees. These roles have 
been making impressive changes among rural women in their mindset and attitude. Nowadays, women 
are in the news for being in success of their economic ventures. Some of them are ruling all segments 
of industry and every spheres of life. This has made a positive impact on building self-confidence and 
of course aspiration of other women. The micro credit as well as the fund of joint venture is also further 
supporting the gender diversity amongst entrepreneurs. Woetzel et al.(2015) have pointed out that with 
equal participation of women in the economy, India’s GDP can rise by 16% at usual level by 2025, which 
means an addition of $2.9 trillion to the Indian economy.. According to their study Indian economy has 
been observing transitional motion since the increasing rate of women in entrepreneurship development, 
management and operation of small scale industries is continued.

Government Schemes for Entrepreneurship Development in India

Both the state and central governments in India have adopted many initiatives towards promotion of 
micro enterprises among youth especially among women in rural India. Some of them are as follows:

While drafting various plans and programmes for the entrepreneurship development, there has been 
observed a paradigm shift in approaches of individual based programmes in India during 1979 to 1999 to 
group based self employment approach during 1999 and 2010. After first decade of twenty first century 
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we find that cluster based approach in entrepreneurship development in rural areas of India has been 
introduced and women entrepreneurs are being clubbed in the fold of different producers’ collective/
cooperatives, wholesale/retail traders association and of so many service providers’ collectives.

REVIEW OF LITERATURE

According to a report (PHD Research Bureau, India 2019), in 2012 approximately there was 126 million 
women who were either starting or already running new businesses in various domain of economies all 
over the world. Overall, 40 to 50 percent of all small businesses were owned by women in developing 
countries. As per NSSO survey (Government of India 2013), in 2013 there were 57.7 million small/ 
micro units in India, mostly individual proprietorship /own enterprises which employ around 120 mil-
lion people. Over 60% of these units are owned by persons belonging to weaker sections of the society 
including - the Scheduled Castes, Scheduled Tribes, Other Backward Classes, Minorities and Women. 
Woetzel et al (2015) have worked on gender equality in society with gender equality in work in India 
specially highlighted using female empowerment index that Mizoram the highest and Bihar the lowest 
state in terms of gender parity. This gender disparity is gradually being decreased with the participation 
of women in entrepreneurships. Venkatesh et al. (2017) have observed in their study in rural India that 
the highest level of entrepreneurial activity and success among women entrepreneurs have occurred 
with high centrality and ICT use that increase over time.. Srinibasan (2011) has captured the role of self 
help groups in microfinance movement in India and highlighted that bank branches are getting down to 
rural folds to capture the fund flown through microfinance movement and more participation of poor in 
rural capital marketing. Hamil et al. (2015) have shown with reference to study by Delta Economics that 
women entrepreneurs are transparent more than male entrepreneurs during difficult recessionary times 

Table 1. Periodic programmes and policies taken up by Government of India

Period Programmes and Policies

1950-1970 Emphasis was given on welfare of women through promoting housing, health and education. Setting up Khadi 
and Village Industries Commission (KVIC/KVIB) for promoting cottage industries in rural India

1970 - 1990
Supply of tool kits to rural artisan(SITRA), Training of Rural Youth for Self-Employment (TRYSEM), 
Entrepreneurial Dev Program, Employment Assurance Scheme, Prime Minister Rojgar Yojana, IRDP, National 
Small Industries Commission

1990-2010
Rashtriya Mahila Kosh, Indira MahilaYojana, Micro Credit Scheme, Women’s Dev Corporations, Marketing 
of Non-Farm Products of Rural Women, NABARD- SEWA Bank project, Priyadarshini Project, Trade Related 
Entrepreneurship Assistance and Dev., Mahila Vikas Pariyojana

2010 -2018

Setting up Ministry for Skill Development and Entrepreneurship, Mudra Bank, Start up Village Enterprises 
Programme, Micro & Small Enterprises Cluster Development Programs, Aajeevika Skill Development, 
SBI’s Stree Shakti Scheme, Prime Minister Employment Generation Programme, Pradhan Mantry Koushal 
Vikash Yojana, Atal Innovation Mission(AIM), Micro Units Development and Refinance Agency (MUDRA), 
Pradhan Mantri MUDRA Yojana (PMMY), Setting up Skill Development Society, Vivekananda Swanirbhar 
Karmasansthan Prakalpa, Indian Aspiration Fund (IAF), Self-Employment and Talent Utilisation (SETU), Rajiv 
Gandhi Udyami Mitra Yojana (RGUMY), Interest Subvention Scheme, Gotidhara Prakalpa, Utkarsha Bangla 
Prakalpa, Common Display Centres (CDC) for Women Entrepreneurs - Association of Women Entrepreneurs, 
Credit linked Capital Subsidy Scheme, Credit Guarantee Trust Fund for MSEs, Scheme for Promotion of 
Innovation Rural Industry and Entrepreneurship, Scheme for Micro & Small Enterprises Cluster Development 
Programme, and .etc.

Source: Report of Government of India 2017 and Reference Manual 2014 of Government of India
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they witnessed in the past times. Women are the key to leading development process which was quite 
invisible in few years back. The urge of women to be financially independent and the spread of education 
have encouraged women to become entrepreneurs (Bama et al.2018). The issue of entrepreneurship has 
become an important part of sustainable development in order to address the problem of unemployment 
at the global scenario. As far as women is concerned, entrepreneurship development among them have 
gradually made inroads across industries and service sectors since the dawn of 21st Century

Thyammal (2014) has found that there are three categorical distributions of women run/managed 
entrepreneurship such as women run, women managed and women-men jointly managed. Antony and 
Jesurajan (2013) have also outlined other categories like 1st generation enterprises, parent as entrepre-
neurs and in-laws as entrepreneurs. As the government initiatives are motivating, more women have been 
coming forward to join in micro credit movement and setting enterprises for their self employment with 
energetic attitude, skills and knowledge. Singh (2015) has observed other such types of entrepreneurships 
among women like textiles & garments, food & allied products and manufacturing

Singh et al.(2010) have pointed out that Nigerian industrial sector is gradually being dominated by 
small-scale enterprises (SSEs) and the representation of female entrepreneurs in these informal sec-
tors is going to be gradually higher than male entrepreneurs. Morshed and Haque (2015) assessed the 
impact of entrepreneurship on women empowerment and concluded that the relation between them is 
statistically significant. Mayoux (2000) has opined that the business case for focusing on female clients 
is substantial, as women clients register higher repayment rates. Women also contribute larger portions 
of their income to household consumption than their male counterparts. There is thus a strong business 
and public policy case for targeting female borrowers. Evidence suggests that up to a point microcredit 
increases the workload of women and girls, perhaps offset by more equality in household decision-making. 
Kyro (2009) with a reference to his study in USA stated that women entrepreneurship and small business 
research has changed at the individual, micro, and macro levels as a dialogue with gender theories. All 
women entrepreneurs described families and its impact on their entrepreneurship development. British 
Council (2016) in their report has clearly pointed out that social enterprises are palying significant role 
in skills development activities, education, agriculture/fisheries/dairy, financial services and in energy 
and clean technology which are leading to sustainable development.

Moore and Buttner (1997) have highlighted the gender specific earlier obstacles to women’s business 
have been changing. Women entrepreneurship has been growing up in developed economies to survive 
them and to help support their families. Self determination, expectation for recognition, self esteem and 
career goal are the key drivers for taking up entrepreneurship by women.

As far as women entrepreneurship is concerned, Prakash & Goodwin (2018) have identified several 
skills and capacities of women which are actual strength of developing entrepreneurship. It includes- 
communication skills, intuitive/innovative skills, building competencies, nurturing and integrating 
abilities. In the context of role of women entrepreneurship in sustainable rural development, Lawatre 
(2016) has suggested some principles such as - utilization of local resources, better distributions of the 
farm produce in the rural prosperity, providing alternative occupations as against the rural migration, 
manpower, money, material, machinery, management and market to the rural population. It is found that 
entrepreneurship development among rural women not only helps to enhance their personal capabilities 
and increase decision making status in their families but also, it helps to bring out remarkable changes 
in bringing out rural development as a whole. Vaidyanathan (2019) has pointed out that there are about 
350 small scale industrial clusters present in India and approximate 2000 rural-artisan based clusters 
are contributing 60% of the manufacturing done for export and 40% of the employment is generated in 
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manufacturing industries. He has pointed out that cluster is a geographical and sectoral concentration of 
enterprises particularly in the small and medium enterprise sectors including manufacturing, trading and 
service sectors. It has shown that the present growth of economy is attributed to the entrepreneurial success 
of Indian business people and industrialists including women entrepreneurs. Women entrepreneurs are 
asset of the developing country like India. Because, women start up small enterprises, get self employed, 
and create job opportunity for other women. They are forming groups, making small savings at regular 
interval, accumulating capital through thrift and credit activities and availing loan during crucial need.

The review of the papers on empowerment of rural women, economic development and entrepreneur-
ship development has identified the situation in general. None of the papers have identified the state-
wise progress of women entrepreneurship in India . This paper has made an attempt to highlight the 
progress of women entrepreneurship in rural India and make an analysis on the role played by women 
entrepreneurs towards bringing sustainable rural development

OBJECTIVES

The major objective of this paper is to analyse the role of entrepreneurship towards promoting sustain-
able rural development in India. However, specific objective of this paper are:

1.  To analyse the determinants of share of entrepreneurship development among women,
2.  To highlight the extent of employment generation through women entrepreneurship
3.  To see the role of entrepreneurship towards promoting economic development.

METHODOLOGY

This paper is prepared on the basis of secondary data collected from various Government Reports like 
all India 6th Economic Census (Government of India), Census of India 2011 (Government of India), 
research articles published in national & international journals, public and private publications avail-
able on various websites and in libraries focusing on various aspects of women entrepreneurship and 
sustainable rural development.

We have used the following Linear Regression Model to find the determinants of share of women 
entrepreneurs in different states of India -

PWE = a + bPWP + cPWL + dPWHIP + ePWWPR+ fPLDIS+ϵ .. (1)

Where:

PWE = Percentage of women-owned establishment to total establishment as dependent variable.

Independent (explanatory) variables are as follows-

PWP =Percentage of women population to total population,
PWL = Percentage of women literacy,
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PWHIW = Percentage of women household industry workers to total household industry workers,
PWWPR = Percentage of women work participation rate to total workforce,
PLDIS = Percentage of total loan disbursed to rural women SHG,
ϵ – residual (error)

RESULTS AND DISCUSSION

The results of the study have been presented in four sub titles. It includes - determinants and state wise 
share of women entrepreneurship in India, - entrepreneurship and employment generation, - women 
entrepreneurship and income generation and - women entrepreneurship and financial proposition. The 
results of the study have been explained in point by point as follows.

Determinants of State Wise Share of Women Entrepreneurship in India

It has been pointed out by Hamil et al. (2015) that women in enterprises/businesses are being consid-
ered as recent phenomenon in India. According to them, women entrepreneurship is not new to Indian 
perspective. The home based entrepreneurship among women helps augment family income in a modest 
way. In the recent years women have come to the fore from different walks of lives. Despite, the social, 
psychological and economic barriers they have come forward to work successfully at par with men. They 
have been sincerely utilising their education, knowledge and experience through establishing entrepre-
neurship by themselves. An outline has been put down (Table-2) as follows:

It is seen from the above table 2 that state of North East India like Manipur has the highest percentage 
of women entrepreneurs (38.41%) followed by Mizoram (27.5%) and Meghalaya (27. 98%). Kerala, the 
only Southern state having almost similar (27.24%) percentage of women entrepreneurs as it has in the 
states mentioned above. Besides, states, like –Chandigarh, Jammu & Kashmir, Punjab Uttar Pradesh, 
Tripura, Daman & Diu have lower percentage of women entrepreneurs (from 6% to 8%).

Result of Liner Regression

On the basis of regression model (Equation.1), the estimated results have been presented in table-3 below
The result of linear regression using Model (Table-3) with adjusted R square (value =0.467) shows 

that state wise distribution of women owned establishment (Table 4) has significant relation with per-
centage of women literacy (sig. p < .01), percentage of women household industry workers (sig. p ≤ 
04) and percentage of women work participation rate (sig. p < .01). The percentage of loan disbursed to 
rural women SHGs and percentage of women population have no significant relation with percentage of 
women owned establishments in each state. Also, the result of multi co-linearity test shows that there is no 
significant relation between/among the independent variables such as percentage of women population, 
percentage of women literacy, percentage of women in household industry work, percentage of women 
work participation, and percentage of loan disbursed to women Self help groups are used for this study.
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Table 2. State wise distribution of women owned establishment in India during January 2013 to April 2014

State Total Number of 
Establishment

Women Owned 
Establishment 

(Number.)

% of Women Owned 
Establishment to Total

State Rank 
(Women Owned 
Establishment)

Tamil Nadu 5029402 1087609 21.63 6

West Bengal 5905650 831337 14.08 14

Andhra Pradesh 4242757 849912 20.03 7

Kerala 3355004 913917 27.24 4

Maharashtra 6137342 664300 10.82 20

Gujarat 3972929 528623 13.31 16

Uttar Pradesh 6683905 482379 7.22 33

Karnataka 2880548 545806 18.95 8

Telengana 2087675 356486 17.08 12

Odisha 2088905 249600 11.95 17

Rajasthan 2895130 247992 8.57 26

Madhya Pradesh 2152659 223405 10.38 23

Bihar 1707398 153610 9.00 25

Assam 2030042 154158 7.59 31

Punjab 1513252 110921 7.33 32

Haryana 1164786 124524 10.69 22

Delhi 875308 70434 8.05 28

Chattishgarh 773661 77976 10.08 24

Jharkhand 638713 54732 8.57 27

Manipur 229838 88286 38.41 1

Himachal Pradesh 412240 49173 11.93 18

Jammu & Kashmir 501949 31292 6.23 35

Uttarakhand 394179 31419 7.97 29

Meghalaya 105556 29530 27.98 2

Goa 96587 16656 17.24 10

Nagaland 60937 13657 22.41 5

Mizoram 57486 15828 27.53 3

Puduchery 59152 10169 17.19 11

Tripura 236773 14506 6.13 36

Arunachal Pradesh 36415 6413 17.61 9

Chandigarh 83578 5783 6.92 34

Sikkim 37219 5304 14.25 13

A&N Island 23291 2513 10.79 21

D & N Haveli 11183 1304 11.66 19

Daman & Diu 10506 805 7.66 30

Lakshadweep 3404 460 13.51 15

All India 58495359 8050819 13.76

Source: All India 6th Economic Census, 2016
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Entrepreneurship and Employment Generation

On the basis of literature reviewed, it is learnt that entrepreneurship development among women has 
played vital role to encourage employment generation in rural areas particularly for women as safety, 
security and decent work are concern to them. Mainly, the opportunity of daily wage based, seasonal 
and permanent nature of employment are generated in the women run entrepreneurships. As per report 
(GoI-2017-18), micro small and medium scale of entrepreneurship have played remarkable role in the 
field of employment generation in our country. It has been found that during 2001-2002 the employment 
generation was 54.16 lakh persons in the entrepreneurship which has changed more than doubles to 114.14 
lakh persons during 2016-17. In case of women entrepreneurship, the report (GoI-2016) shows that 8.05 
million out of the total 58.5 million establishments were run by women entrepreneurs in India which is 
around 13.76% of the total number of establishments. Total workers engaged in women owned & run 
establishments were 13.48 million persons, which is 10.24% of the total number of workers engaged in 
India under different economic activities. Study (UNDP-2015) captured that Indian women and girls 
belonging to age group between 23 and 34 years aspire to involve in the workforce through home based 
employment or home based businesses. The main cause of this is majority of them are married and have 
children. In case of their involvement in micro business, it has been stated that there is no specific age 
group for women and girls who desire to start their own micro businesses. Jana and Das (2019) have 
observed that the contribution of service sectors for yearly average growth rate of GDP is gradually 
increasing in India while contribution of industry and manufacturing has slightly increased in share for 
GDP but the contribution of agriculture and allied sector has observed decreasing trend .

As per report (Government of India 2013), a chart (Chart-1) has been presented herewith as follows 
to present the employment (in person) generated by women owned establishment in India. It shows in 
the ascending order that Indian Union Territory like Lakshadweep has only 945 number of persons em-
ployed by women owned establishment and states followed by Daman & Diu, Dadra & Nagar Haveli, 

Table 3. Model summary

Model R R Square Adjusted R Square Std. Error of the Estimate

1 .737a .543 .467 5.45704

Table 4. Coefficients

Model
Un-standardized 

Coefficients
Standardized 
Coefficients t Sig.

Co-linearity Statistics

B Std. Error Beta Tolerance VIF

1

(Constant) -52.434 20.616 -2.543 .016

PWP .573 .457 .178 1.254 .220 .758 1.319

PWL .350 .092 .516 3.791 .001 .822 1.217

PWHIW .631 .304 .284 2.074 .047 .811 1.232

PWWPR .407 .113 .528 3.590 .001 .705 1.419

PLDIS .067 .062 .144 1.069 .294 .842 1.188

Dependent Variable: PWE
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A& N Island and Sikkim having less than 10,000 persons employed by each state in their women owned 
establishments. On the other hand, highest persons employed (i.e., 1856686 persons) by women owned 
establishments is in the state of Tamil Nadu, followed by West Bengal (1372730 persons) and Andhra 
Pradesh (1325009) and states having more than ten lakh persons employment in women owned estab-
lishment are -Kerala, Maharashtra and Gujarat. In case of establishment wise average employment, it 
has been found that Dadra & Nagar Haveli has highest average of employment (3.39 person per estab-
lishment) followed by Daman & Diu (2.39 person per establishment), Delhi (2.26 person), Jammu & 
Kashmir (2.21 person), Arunachal Pradesh (2.20 person), Jharkhand (2.16 person) and Nagaland (2.02 
person per establishment). All other states have average less than two persons per establishment.

Entrepreneurship and Income Generation

It is fact that in almost every trade of entrepreneurship, there is a common objective to generate income 
for maintaining better life and living as well as for self reliance. Jana et al. (2019) have identified various 
trades of enterprises taken up by women in backward district of West Bengal and have found that remark-
able amount of income generated by women entrepreneurs from each trade run by them. A desirable 
environment is being created for every woman to boost up entrepreneurial values and train sufficiently in 
business dealings. Rao (2000) has put down about some additional business opportunities that are recently 
undertaken for income generation by the women entrepreneurs in rural areas. Such as- Eco-friendly & bio-
technology, mobile & internet enabled enterprises, event management, tourism industry, beauty culture, 
hospitality & catering, LPG distributorship, mineral water supply, herbal & health care products, food, 
fruits & vegetable processing. Rajeshwary (2006) in his study based in Mumbai highlighted on women 
entrepreneurship development in three categories like manufacturing, trading and service sectors for 
which descriptive statistics used to draw the level of significance. Malyadri and Gangadhar (2015) has 
analysed the impact of microfinance on women empowerment in the context of economic growth and 
pointed out that women entrepreneurs have contribution in two different ways. They contribute in the 
form of capital formation, income generation, increasing per capita income and employment generation 
which are important domains of economic growth. On the other, Yadav & Rathee (2017) have observed 
that women play a crucial role in balancing regional growth through enhancing standard of living. In 
case of income generation by women entrepreneurs, Nagamuthu (2018) represents that 39.06% of the 
studied on women entrepreneurs in unorganised sectors in the rural areas of Coimbatore district of 
Tamil Nadu have more than Rs. 5,000/- monthly income from entrepreneurship. Gopinathan (2010) has 
observed that the monthly income from entrepreneurship of women is varied in some selected districts 
of Maharashtra. He has shown that 48.8% of the women entrepreneurs have monthly income between 
Rs. 3000 and Rs.5000/ and 12.% have more than that. This study has shown nearly 52% of the women 
entrepreneurs have observed changes in their monthly income after joining in the entrepreneurship. 
In terms of the development of khadi & village industries in rural India, report (Government of India 
2017-18) shows that the volume of production has been increased in 2017-18 over the year 2016-17. 
Accordingly, the profit earned from selling the products in 2017-18 over the years 2016-17 (Table-5) is 
changed. This kind of production has close relation with development of rural handicrafts and cottage 
industries in which women has a lion share. The profit earned is directly linked with rural economy with 
the active participation of women therein so far.
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Figure 1. State wise distribution of employment (figures in person) made by women
(Source: All India 6th Economic Census 2016, Government of India)

Table 5. Production, sale and profit earned in Khadi & Village Industries of India (INR. in million)

Year Production Sale

2014-15 275693.7 331359.0

2015-16 344902.2 418945.6

2016-17 426310.9 521382.1

2017-18 457256.9 557504.0

Source: Adapted from Annual Report of MSME 2017-18, Government of India
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Entrepreneurship and Financial Proposition

International Finance Corporation (IFC), a member of the World Bank Group, has released a study report 
(IFC 2014) that shows financial institutions meet only 27 percent of the financing demand of women-
owned micro, small and medium enterprises in India. Jayashree & Priya (2016) have pointed out that 
women holding only 24% of total operational bank accounts in the country and 28% of total deposits; 
the participation of women in the banking sector is not at an acceptable level. Especially when it comes 
to credit supplied, only 12% of individual bank loan accounts belonged to women, which clearly shows 
a disparity of two genders in access to banking services. Access to financing is an important factor for 
women-owned businesses to become viable in present economic climate. This is a significant market 
for banks and financial institutions in India. It has globally been accepted that women entrepreneurs are 
proven to be excellent clients for banks (IFC-2014) and their repayment rate is quite higher.

It is revealed in the table 6 as above that public sector banks have financed more (38%) to entre-
preneurs of small scale industries than that of entrepreneurs under micro credit (30%). There are also 
private banking sectors which have financed 19% of the total financial support given to entrepreneurs.

It is found in the above table-7 that there is remarkable gap (78%) between financial support de-
manded and supply in small entrepreneurship sector which is comparatively lower (20%) in case of 
micro entrepreneurship. The situation may be defined from the start up point of view that entrepreneurs 
require small amount of loan for starting micro enterprises and it gradually increases since the volume 
of enterprises moves from micro to small enterprises and in this crucial stage women entrepreneurs are 
in crisis of financial support as they required.

Table 6. The % share of different sources of finance to women entrepreneurs in India

Sl No Source of Finance % Share of Financing

1 Public sector banks through micro credit 30

2 Public sector banks to small scale industries 38

3 Private sector banks 19

4 Foreign banks 5

5 Prime Minister’s Rojgar Yojana 2

6 Swarna Jayanti Sahari Rojgar Yojana (SGSY) 1

7 Swarnajayanti Gram Swarojgar Yojana(SJSRY) 4

Source: Report of IFC 2014

Table 7. Status of financing to different types of entrepreneurships in India during 2014.

Type of Entrepreneurship Demand of Finance 
(Trillion Rs.)

Supply of Finance 
(Trillion Rs) % Share of Gap

Micro 2.05 0.76 20

Small 6.42 1.43 78

Medium 0.21 0.13 2

Total 8.68 2.31 100

Source: Report of IFC 2014

 EBSCOhost - printed on 2/8/2023 5:45 PM via . All use subject to https://www.ebsco.com/terms-of-use



257

Women Entrepreneurship and Sustainable Rural Development in India
 

CONCLUSION

The findings of the present study have reflections in the field of women entrepreneurship and sustainable 
development in rural India. This paper highlights the state-wise expansion and participation of women 
in entrepreneurship development. The results reveal that state-wise women’s entrepreneurship develop-
ment has been found significant relation with the women’s literacy rate, percentage of women’s work 
participation rate and percentage of women in household industry works. The employment generation 
by women-owned entrepreneurship across the states of India has also direct relation with the income 
generation made by the women entrepreneurs for their sustainable livelihood. There are other important 
areas of entrepreneurship development which are still to be covered for understanding overall picture of 
the role played by women entrepreneurs towards bringing out sustainable development of rural India. 
The attempt made in this paper is to give a focus on the different initiatives taken up by the women as 
entrepreneurs. The interesting result observed that percentage of women own establishment is higher in 
north eastern states like Manipur, Meghalaya, Mizoram and Nagaland. Other than Kerala, there are not 
so remarkable percentage of women own establishment in Uttar Pradesh, Punjab, Uttarakhand, Jammu 
& Kashmir, Assam and Tripura. This study has shown the development of entrepreneurship effort made 
by the women who were once treated as poor, neglected, deprived and weaker section of the society 
have gradually been becoming resourceful and productive human being since their involvement in the 
entrepreneurship development. Their rate of success could have been better with faster delivery of micro 
credit loans by banks and financial institutes. More collective and converging drives among government 
officials, bankers, officials of line department/agencies and other stakeholders can yield desired result 
in the field of women entrepreneurship development and sustainable rural development.
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ABSTRACT

This chapter discusses the wide range of created opportunities for stimulating, developing the business 
area and attracting investments in the region of ATU Gagauzia. The general idea of the chapter is the 
fact that only developing the economy at the expense of domestic and foreign investments can create 
jobs, increase budget revenues, and accordingly, develop social infrastructure and living standards 
in the ATU Gagauzia (Republic of Moldova). The analysis of indicators characterizing the develop-
ment of entrepreneurial activity in the autonomy was conducted, the dynamics of indicators showing 
the improvement of the business and investment climate in the region was presented, and the creation 
of favorable conditions in terms of attracting investment in main sectors of the region’s economy was 
presented. This chapter carries out the qualitative conclusions and presents information on the need to 
develop the important directions that will enable the achievement of the goals for improving investment 
clime and increasing of volume in the region ATU Gagauzia.

INTRODUCTION

The Gagauz autonomy has the authority to adopt its own legislation in order to implement economic 
reforms and to stimulate investment activity. In 2018, on the initiative of the Executive Committee of 
the ATU Gagauzia, the People’s Assembly of Gagauzia adopted a new “Investments Law”. Foreign and 
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domestic enterprises that decide for an investment in Gagauzia and open work places may take advantage 
of the regional law on investment, obtaining grants in-kind, preferences on taxes, investment subsidies 
for construction and installation works, for the creation of industrial and technical infrastructure as 
well as for the purchase of equipment. Gagauzia is an integral part of the Republic of Moldova, with 
functioning preferential trade regimes with the CIS and the European Union (Kurkchu, 2015, pp. 69-
76). On 1st November 2016, a comprehensive free trade regime with the Republic of Turkey came into 
force. Free trade area regimes offer excellent opportunities for investors by expanding their activity to 
Gagauzia. Investors can profit from trade opportunities in a 360o perspective. It is also important that 
Gagauzia has a favorable geographical location, natural and climatic conditions, modern logistics and 
infrastructure, and advanced legislation for the implementation of investment projects. The Authorities 
of the autonomy and the whole Gagauz nation are open for a mutual beneficial cooperation and efficient 
development of new opportunities. Due to competitive advantages that the region has some priority sec-
tors for investment: agriculture and agro-processing, manufacturing, and business process outsourcing. 
However, еhere are many other attractive business fields. The Moldovan market requires investment. 
The huge potential of rich land resources, skilled workers make it important and necessary to study the 
investment potential of the region of ATU Gagauzia

BACKGROUND

The research period will be for 2009-2017 in the development of the social-economic sector in ATU 
Gagauzia (Republic of Moldova) in order to determine the state, problems, potential and prospects for its 
development with the aim of increasing its competitiveness in a conditionally export-oriented economy

The objectives of the research paper are as follows:

• Study the current situation in the context of development attractiveness investment clime in ATU 
Gagauzia (Republic of Moldova);

• Identification of the main problems and prospects for the development of the socio-economic sec-
tor under investigation in the direction to increase the competitiveness of enterprises in the ATU 
Gagauzia on the domestic and foreign markets;

• Formulation of conclusions and recommendations for enterprises of the ATU Gagauzia, with a 
view to subsequent effective strategic development planning, capacity building of the investment 
policy elements for strengthening of competitive positions

Gagauzia’s current manufacturing industry builds on its strong industrial past. The Manufacturing 
industry of ATU Gagauzia is vibrant and growing, and consists of labor intensive enterprises. They are 
active in producing apparel, leather goods, furniture, construction materials, equipment and spare parts 
for agricultural machinery, cosmetics, pharmaceutical products, and refined petroleum. Moreover, several 
industrial skills are well-preserved. A total of 150 enterprises (out of which 40 large ones) represent 
the current industrial base of Gagauzia. In 2017, the industrial production registered a growth of 23.3% 
compared to 2016, amounting to 1 587,4 million MDL. The share of the manufacturing sector of ATU 
Gagauzia accounts for 3% out of its total economy and employs about 6000 people (The strategy of the 
region of development of the ATU Gagauzia for 2017-2020, 2017)
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Why investments should be directed to the socio-economic sector of ATU Gagauzia? First of all its 
depend of the “Human Capital” (The Sectoral regional program Infrastructure Development regional 
and local roads of the region of the development of the ATU Gagauzia 2018-2025, Republic of Moldova, 
2018):

• Gagauzia is an autonomous region of the Republic of Moldova. The region has a population of 
162,000 inhabitants. Comrat (capital of ATU Gagauzia) is municipality is the administrative cen-
ter of Autonomous Territorial Unit with 23,556 inhabitants. Over 80 percent of the total popula-
tion speaks Gagauz language which is closely linked to Turkic language family (The strategy of 
the region development of the ATU Gagauzia for 2017-2020 (Republic of Moldova, 2017, р. 15). 
That enables Gagauz people to speak and understand Turkish and Azerbaijani languages. Russian 
and Romanian are second most spoken languages in Gagauzia. English is widely spoken and un-
derstood by the youth;

• The work force – the employable population constitutes 104.8 thousand people, which make up for 
64.8% of total population The Socio-economic analysis of Gagauzia 2017 (Republic of Moldova, 
2017, pp.6-7);

• Yearly, circa 1100 students graduate from the State University of Comrat, two colleges and three 
vocational schools

The second factor, which show the background of investments should be directed to the socio-economic 
sector of ATU Gagauzia is it “Location” items:

• Comrat municipality is located at 100 km distance to the capital city of the Republic of Moldova, 
Chisinau;

• Direct flights to Chisinau from: Vienna, Munich, Frankfurt, Rome, Milano, Paris, London, 
Istanbul, Moscow, etc.;

• Time compatibility with all European countries and most of the CIS Countries. Central European 
Time + 1 hour;

• USA, EU, Turkey and CIS citizens can travel visa-free to the Republic of Moldova

The third argument confirming the necessary of implementing investments should be directed to the 
socio-economic sector in the ATU Gagauzia is the “Cost efficient destination” (The Sectoral Regional 

Figure 1. Destinations and time to reach destinations from the Republic of Moldova by air travel
Source: Compiled by the author according to the data provided by the Informational National Bureau of Statistics of the 
Republic of Moldova
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Energy Efficiency Program in Public Buildings of the Development Region of the ATU Gagauzia 2018-
2025, Republic of Moldova, 2018):

• Low operational cost – rent prices for offices, utilities;
• Lowest labor costs in Europe;
• Small Tax load – personal and corporate income taxes, social security contributions;
• Corporate Income Tax (CIT) – is as low as 12%, while incentives for the IT sector exempt from 

most taxes on gross salaries above USD 680;
• One of the best wired Internet connections in the world as well as one of the cheapest in terms of 

price per Mbit

Another important, fourth, factor determining the willingness and need to implement investments to 
the socio-economic sector is “Certainty for investors”:

• Stable and predictable economic situation in the region;
• Openness and flexibility of regional authorities in regard to the stimulation of investment activity;
• Support provided to investors by the Governor of Gagauzia and her team;
• Well-developed infrastructure of modern means of communication

The fifth factor, which very clear the background which helps to implement the investment of ATU 
Gagauzia is it “ Incentives for investors in Gagauzia”:

• Provision of natural grants – transfer of land, buildings, structures, machinery and equipment;
• Tax incentives – refund of Corporate Income Tax every calendar year for a period of 5 years;
• Investment subsidies – reimbursement of up to 30% (not more than 5 million MDL) of the actual 

costs for construction and installation works, purchase of equipment without VAT;
• reimbursement of up to 50% of the retraining costs of personnel for manufacturing industry;
• One-stop-shop – assistance provided to investors at documents collection and preparation, by 

reducing the permits issuing time

The Research Methodology

The materials used in this chapter are the normative acts of the European Union and Republic of Moldova, 
textbooks, monographs and other publications specific to the theme, national and international confer-
ence materials that helped the author to understand and explain the statement, aspects and problems of 
development, identify the priorities of the strengthening competitive positions of the enterprises. The 
quantitative analysis is performed on selected data and processed by the author based on Eurostat, the 
results of business negotiations of Gagauzian business forums, the statistical yearbooks and other pub-
lications of the National Bureau of Statistics of Moldova, databases of ATU Gagauzia (ATU-Autonomy 
Territorial Unit) and other official communications of the institutions. The empirical study, analysis of 
the links provided the meanings and explanations pertinent to the phenomena and processes occurring 
in the national market of investment
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REVIEW OF MARKETING APPROACHES OF INVESTMENT POLICY

Leading industries in ATU Gagauzia are agriculture and food processing (wine making and production 
of canned fruits and vegetables), textile, apparel, and footwear. ATU Gagauzia is well known for its 
agricultural potential and traditions for decades, defined by common multicultural values in the region. 
A total of 7,134 companies, of which 2, 934 are the companies registered as legal entities, and 3,405 
individuals, are registered in all economic sectors of ATU Gagauzia. Circa 215 enterprises with foreign 
share ownership are registered in ATU Gagauzia. In 2017, 295 economic operators, of which 22 are 
with foreign ownership, were registered in the Authonomy. Products, works and services amounting 
to 1598.1 million MDL (in current prices) were produced in 2017, including manufacturing industry 
–158.74 million MDL, ATU Gagauzia accounting for 3.0% of the total in the Republic of Moldova. The 
index of industrial production as compared to 2016 made up 122.3%. In 2016, the share of industrial 
production in Gagauzia increased and amounted to 3.2% of the total volume of industrial production in 
the Republic of Moldova. In the structure of production, works and services by industrial enterprises of 
ATU Gagauzia, Comrat district accounts for 28.4% (451.1 million MDL), Ceadir-Lunga district accounts 
for 40.2% (643.0 million MDL), and Vulcanesti district – 31.4% (501.0 million MDL). The volume of 
products shipped in 2017 by surveyed industrial enterprises amounted to 1519,7 million MDL, of which 
63,6% was exported (1016,3 million MDL), 36,4% was placed on the domestic market of the country. 

Figure 2. Industrial and agricultural production 2011-2017 years (million EUR)
Source: General Department for Economic Development, ATU Gagauzia

Figure 3. Share of economic sectors, 2017 (%)
Source: General Department for Economic Development, ATU Gagauzia
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The gross agricultural output in all economic categories in 2017 made up 1437,7 million MDL (in cur-
rent prices), which is by 9,1% more than the level of the previous year (Moldova in figures, 2017)

Businesses located in Gagauzia can export duty free to the West (EU), East (CSI) and Southeast 
(Balkans). 45.4% of Gagauzian exports have as destination the EU market, while 24.5% the CIS mar-
ket. The Turkish market represents an important niche for Gagauzian products (15.3% of total exports 
in 2017) (The results of the Socio-economic development of the ATU Gagauzia (Gagauz Yeri, 2018)

TOP REASONS TO INVEST IN ATU GAGAUZIA

Multilingual population: ATU Gagauzia offers a qualified and multilingual workforce, due to three 
official languages in the region: Romanian, Gagauzian, and Russian. The State University in Comrat 
registers an average of 520 graduates yearly. The skilled and multilingual workforce available is highly 
demanded within the trade regimes/relations the Republic of Moldova is involved in. Servicing and 
exporting to EU, CIS and Turkey can be done smoothly, customs free and without language barriers;

Special Legal status: According to the Special Legal status, ATU Gagauzia is an autonomous ter-
ritorial unit (ATU) with decision power in the economic and fiscal areas;

Law of ATU Gagauzia: on Investments Adopted on August 9, 2016, the Investment law in Gagauzia 
establishes incentives for investments from MDL 5 million (creating at least 10 jobs), while guarantying 
investment protection and support. This law defines the legal and economic framework for investment 

Figure 4. Total volume of exports and imports in ATU Gagauzia, 2011-2017 years (thousand EUR)
Source: Customs Service of the Republic of Moldova

Figure 5. Export of UTA Gagauzia by desitination, 2017 (%)
Source: Customs Service of the Republic of Moldova
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preferences, guarantees the protection of investor’s rights, defines measures to support investments by 
public authorities, and provides arbitration of investors involving disputes

Investment incentives:

• Provision of natural grants by local public authorities – transfer of land, buildings, structures, 
machinery and equipment, and vehicles;

• Tax incentives – refund of Corporate Income Tax every calendar year for a period of 5 years;
• Investment subsidies – reimbursement of up to 30% (not more than 5 million MDL) of the actual 

costs for construction and installation works, purchasing of equipment without VAT, reimburse-
ment of up to 50% of the retraining costs of personnel for the manufacturing production;

• One-stop-shop – assistance provided to investors at documents collection and preparation, by 
reducing the permits issuing time

Investment preferences are applied in the following areas: Manufacturing, Agricultural sector, In-
frastructure, Energy efficiency and Renewable energy sources, Informational Technologies, Tourism 
and Hotel services

Free Economic Zone: FEZ “Valkanes” and its subzones in the cities of Comrat and Ceadir-Lunga 
offer further preferences, including a reduced Corporate Income Tax (CIT) of 6%, customs office on site 
operating 24/7, 0% VAT on equipment imported etc. The Free Economic Zone (FEZ) represents excel-
lent platform for export-oriented manufacturing companies, which benefit of preferential customs and 
tax regime. FEZ “Valkanes” was established in 1998. It is located in Vulcanesti city and includes two 
subzones in municipalities of Comrat and Ceadir-Lunga. The total area of FEZ “Valkanes” is circa 200 
hectares, namely in Vulcanesti City – 107 hectares, Comrat Municipality – 50.3 ha, and Ceadir-Lunga 
Municipality – 42 ha. FEZ “Vaklanes” is located in the proximity of 7 km to the East from the City 
center of Vulcanesti. The FEZ has immediate connection to European road E584 connecting the cities 
of Poltava (UKR) and Galati (ROU). The subzone is delimited to the East along the railway route con-
necting Vulcanesti with Chisniau and Black Sea port on Danube River. Out of the total area of the two 
subzones in Vulcanesti (107 ha), circa FEZ ”Valkanes” in Vulcanesti City (Guide to the Free Economic 
Zones of Gagauzia, Comrat, 2014)

SRL “Terra Impex”, FEZ “Valkanes”

Residents:

• “DK-Intertrade” SRL (144 jobs, alcohol production);
• “Terra Impex” SRL (231 jobs, construction net products);
• “Industrial Invest” SRL (42 jobs, oil production);
• “Metalmesh-Exim” SRL (25 jobs, processing of non-genetically modified soybeans and the pro-

duction of soy proteins);
• “MGK-Textil” SRL (15 jobs, socks production, apparel);

Activities that can be carried out in FEZ:

• Industrial production

 EBSCOhost - printed on 2/8/2023 5:45 PM via . All use subject to https://www.ebsco.com/terms-of-use



267

Growing Opportunities in Attracting Investments
 

• Foreign trade activity
• Sorting, packaging, labeling, etc.
• Public services, warehousing, logistic, construction materials and others

Comrat Free Economic Subzone

Comrat subzone is located in the northern part of Comrat Municipality in the proximity of 4 km from 
the city center. The FEZ has immediate access to European road E584 connecting the cities of Poltava 
(UKR) and Galati (ROU). The land plot area is 50.3 hectares

Land plot with all utilities can be leased with extension option. FEZ “Valkanes” – Subzone Comrat 
offers a long-term land lease contracts limited to lifetime of FEZ. Adjacent land purchase Land plot 
under constructions within subzone can be purchased on state norm price (Table 2):

Ceadir-Lunga Free Economic Subzone

Ceadir-Lunga subzone is located in the northern part of Ceadir-Lunga Municipality in the proximity of 
3 km from the city center. The greenfield land plot of 42 hectares is situated in immediate proximity 
to the existing industrial zone of the municipality. The subzone has connection to National roads R36 
(Basarabeasca – Ceadir-Lunga –Taraclia) and R37 (Ceadîr-Lunga – Comrat– Cantemir), and railway 
route connecting the municipality with Basarabeasca (railway customs crossing point with Ukraine) and 
Blank See port on Danube River

Table 1. Indicators of the free economic subzone “comrat” (2017)

Organizational Form FEZ administration

Land Ownership Public

Land Destination Construction purposes

Total Land Area 50, 3 ha

Source: Compiled by the author according to the data provided by Economic development Department of the Executive Committee of 
ATU Gagauzia (The program of activities of the Executive Committee of ATU Gagauzia for 2019-2023, Republic of Moldova)

Table 2. Land lease fee of the free economic subzone “comrat” (2017)

Indicator per 1m2/year

FEZ land plot 0.5-1 EUR

Land (general regime) 0.75-1.5 EUR

Land purchase price 1.5 EUR

Source: Compiled by the author according to the data provided by Economic development Department of the Executive Committee of 
ATU Gagauzia (The program of activities of the Executive Committee of ATU Gagauzia for 2019-2023, Republic of Moldova)
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Table 3. The utility costs of the free economic subzone “comrat” (2017)

Water 2.0 EUR/m3

Electric power 0.085 EUR/kWh

Natural gas 0.274 EUR/m3

Sewerage 2 EUR/m3

Source: Compiled by the author according to the data provided by Economic development Department of the Executive Committee of 
ATU Gagauzia (The program of activities of the Executive Committee of ATU Gagauzia for 2019-2023, Republic of Moldova)

Table 4. The utilities potential of the free economic subzone “comrat” (2017)

Water supply artesian wells (50 m3/hour); piplene in development

Electric power transmission line; substation in development

Natural gas Medium pressure gas pipeline 0.155 – 0.25 mPa (500 m3/hour)

Sewerage in development

Available Master plan

Source: Compiled by the author according to the data provided by Economic development Department of the Executive Committee of 
ATU Gagauzia (The program of activities of the Executive Committee of ATU Gagauzia for 2019-2023, Republic of Moldova)

Table 5. The Transportation potential of the free economic subzone “comrat” (2017)

Automobile transport

• Immediate access to European route E583 – B classroad connecting the cities Roman (ROU) 
and Zhytomyr (UKR), which is national magistral road M3 Chisinau – Cimislia – Vulcanesti – 
Giurgiulesti (MDA) – border checkpoint with Romania
Distances: 
• 100 km to Chisinau; 
• 80 km to the nearest border checkpoint with Romania; 
• 30 km to the nearest border checkpoint with Ukraine

Railway transport • 30 km to Basarabeasca railway customs crossing point with Ukraine

Air Transport • 100 km to Chisinau International Airport

Water transport
• GIurgiulesti International Free Port is located at circa 135 km distance from Comrat 
Municipality. It is the only Danube River and Black Sea port in Moldova with direct access to 
international waterways

Source: Compiled by the author according to the data provided by Economic development Department of the Executive Committee of 
ATU Gagauzia (The program of activities of the Executive Committee of ATU Gagauzia for 2019-2023, Republic of Moldova)

Table 6. Indicators of the ceadir-lunga free economic subzone (2017)

Organizational Form FEZ administration

Land Ownership Public

Land Destination Construction purposes

Total Land Area 42,0 ha

Source: Compiled by the author according to the data provided by Economic development
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Department of the Executive Committee of ATU Gagauzia 
(The Program of Activities of the Executive Committee of 
ATU Gagauzia for 2019-2023, Republic of Moldova)

Land plot with all utilities can be leased with extension option. FEZ “Valkanes” – Ceadir-Lunga Free 
Economic Subzone offers a long-term land lease contracts limited to lifetime of FEZ. Adjacent land 
purchase Land plot under constructions within subzone can be purchased on state norm price (Table 20):

Doing Business 2017 Ranking Moldova: is constantly improving its business climate, being well 
positioned in the Doing Business ranking (44 / 190 in 2017)

Communication Infrastructure: Communication infrastructure in Moldova, including Gagauzia, is 
at high performance level, achieving excellent coverage in both wired and wireless communications. 
Landline is available in most settlements, nonetheless the amount of mobile subscriptions is growing 
very fast compared to the landline

Table 7. Land lease fee of the ceadir-lunga free economic subzone (2017)

Indicator per 1m2/year

FEZ land plot 0.5 EUR

Land (general regime) 0.75 EUR

Land purchase price 0.65 EUR

Source: Compiled by the author according to the data provided by Economic development Department of the Executive Committee of 
ATU Gagauzia (The program of activities of the Executive Committee of ATU Gagauzia for 2019-2023, Republic of Moldova)

Table 8. The utility costs of the ceadir-lunga free economic subzone (2017)

Water 1.87 EUR/m3

Electric power 0.097 EUR/kWh

Natural gas 0.29 EUR/m3

Sewerage 1.24 EUR/m3

Source: Compiled by the author according to the data provided by Economic development Department of the Executive Committee of 
ATU Gagauzia (The program of activities of the Executive Committee of ATU Gagauzia for 2019-2023, Republic of Moldova)

Table 9. The utilities potential of the ceadir-lunga free economic subzone (2017)

Water supply piplene in development

Electric power close proximity to distribution station 
of 18 MW capacity

Natural gas 0.2 – 0.3 MPa (Ø 160mm)

Sewerage in development

Source: Compiled by the author according to the data provided by Economic development Department of the Executive Committee of 
ATU Gagauzia (The program of activities of the Executive Committee of ATU Gagauzia for 2019-2023, Republic of Moldova)
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Human resources are one of the most important assets of ATU Gagauzia: ATU Gagauzia’s labor force 
combines competitive cost with high productivity, deriving from the industrial experience and history of 
the region. While the medium age of the Gagauzian population stands at 34.6 years, companies operating 
in the region have the possibility to develop their business with the help of qualified professionals with 
multilingual skills (Table 11; Figure 6):

Table 10. The Transportation potential of the ceadir-lunga free economic subzone (2017)

Automobile transport

• 2 km proximity to National roads R36 (Basarabeasca – Ceadir-Lunga– Taraclia) and R37 (Ceadir-
Lunga – Comrat – Cantemir), 20 km to European route E583 – B class road B class road connecting 
the cities Roman (ROU) and Zhytomyr (UKR), which is national magistral road M3 Chisinau – 
Cimislia – Vulcanesti – Giurgiulesti (MDA) – border checkpoint with Romania 
Distances: 
• 136 km to Chisinau; 
• 12 km to the nearest border checkpoint with Ukraine; 
• 75 km to the nearest border checkpoint with Romania

Railway transport • 2.5 km to railway route connecting Ceadir-Lunga with Chsinau and Black See port on Danube 
River

Air Transport • 150 km to Chisinau International Airport

Water transport • GIurgiulesti International Free Port is located at circa 120 km distance from CeadirLunga City. It is 
the only Danube river and Black Sea port in Moldova with direct access to international waterways

Source: Compiled by the author according to the data provided by Economic development Department of the Executive Committee of 
ATU Gagauzia (The program of activities of the Executive Committee of ATU Gagauzia for 2019-2023, Republic of Moldova)

Table 11. The labor markets indicators of labor market of ATU Gagauzia (2017)

Working age population (15 to 64 years old) 103.8 thousand (64.8% of the total population)

Employment rate (ratio of the employed to 
the working age population) 32%

Unemployment rate 2,6%

Average net wage ca. 180 EUR / month

Full load labor cost ca. 1.85 EUR / hour

Source: Compiled by the author according to the data provided by Economic development Department of the Executive Committee of 
ATU Gagauzia (The program of activities of the Executive Committee of ATU Gagauzia for 2019-2023, Republic of Moldova)

Figure 6. Available workforce across districts of the ATU Gagauzia
Source: Compiled by the author according to the data provided by Economic development Department of the Executive Committee 
of ATU Gagauzia (The program of activities of the Executive Committee of ATU Gagauzia for 2019-2023, Republic of Moldova)
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FUTURE RESEARCH DIRECTIONS

Investment policy is one of the key components of an effective development of region ATU Gagauzia 
(Republic of Moldova). There are many objects in our region that need to be developed, attracting invest-
ment resources. These include: the Warehouse and logistics center project “Agro Oguz”, the Gas power 
plant project in Vulcanesti, the Airport project in ATU Gagauzia, the Tourist equestrian health-improving 
complex (based on the At-Proline horse farm) and others. In view of this, author’s future research will 
be aimed at conducting a qualitative marketing research and analysis of the condition of intern market 
and possibilities of companies for implementing one of it. At the Gagauzia Investment Forum 2019 
(held in November, 2019), the author of this chapter presented the results of the studies carried out on 
the Investment Project the Tourist equestrian health-improving complex (based on the At-Proline horse 
farm). Marketing research is aimed to analyzing the competitive environment in the Republic of Moldova, 
analyzing the potential of clients (B2C, B2B, B2G), developing a high-quality assortment portfolio of the 
services of this complex. Moreover, further research will be aimed at developing the marketing strategy 
for promoting the Tourist equestrian health-improving complex in Gagauzia

CONCLUSION

Smmarizing the findings of the studies conducted in the chapter, can be stated that attractive conditions 
for the development of the socio-economic area are created in the ATU Gagauzia

Advantages of the socio-economic area which can get region ATU Gagauzia is:

• 0% CIT: for a period of 3 (5) years when investing at least 1 (5) million USD;
• 0% VAT: no Excise and Customs duties;
• 10 years: State guarantee on legislation changes;
• 24 / 7: Customs office on site;
• Road and utilities infrastructure;
• EU border green lane (AEO);
• Dual vocational system;
• Great number of available productive labor with competitive cost;

Figure 7. Employment by economic sectors
Source: General Department for Economic Development, ATU Gagauzia
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• Ongoing professional support by FEZ Administration

The favorable geographic location of Moldova provides an exceptional investment platform with 
opportunities to export to EU and CIS countries as well as to Turkey. Many foreign manufacturing 
companies are interested to extend their production capacities in Moldova. It increases the demand for 
ready-to-use production halls for quick production start but also demand for development of build-to-suit 
(BTS) projects. Sites available for commercial, industrial, and logistic real estate projects encompass circa 
120 hectares of greenfield. Plots are available in FEZ “Vaklanes”, Comrat and Cedir-Lunga subzones

The companies are given legal and consulting support in obtaining licenses, permits and approvals. 
Consulting services also include project development, personnel recruitment, knowledge management, 
marketing, etc.

REFERENCES

Guide to the Free Economic Zones of Gagauzia. Comrat. (2014). Retrieved from http://www.gagauzia.
md/public/files/publicatii/Ghid_rus_final.pdf

Kurkchu, V. (2015). Features of the investment policy of the ATU Gagauzia. In Collection of materials 
of the I National scientific-practical conference “Problems and Challenges regional economies in the 
context of globalization”. Comrat State University.

Moldova in figures. National Bureau of Statistics of the Republic of Moldova Statistical pocket-book. 
(2017). Retrieved from http://www.statistica.md/public/files/publicatii_electronice/Moldova_in_ci-
fre/2017/Moldova_in_figures_en_2017.pdf

The results of the Socio-economic development of the ATU Gagauzia (Gagauz Yeri) in 2018 (Republic 
of Moldova). (n.d.). Retrieved from http://www.gagauzia.md/newsview.php?l=ru&idc=390&id=7029

The Sectoral Regional Energy Efficiency Program in Public Buildings of the Development Region of 
the ATU Gagauzia 2018-2025 (Republic of Moldova). (n.d.). Retrieved from http://adrgagauzia.md/
public/files/2018_05_07_FINAL__RSP_EE_RDA_UTAG_final_RUS.pdf

The Sectoral regional program Infrastructure Development regional and local roads of the region of 
the development of the ATU Gagauzia 2018-2025 (Republic of Moldova). (n.d.). Retrieved from http://
adrgagauzia.md/public/files/PRS_drumuri_FINAL__RUS_160718.pdf

The Socio-economic analysis of Gagauzia 2017 (Republic of Moldova). (n.d.). Retrieved from http://
www.adrgagauzia.md/public/files/analiz_regiona.pdf

Wikipedia. (n.d.). Special Economic Zone. Retrieved from https://en.wikipedia.org/wiki/Special_eco-
nomic_zone

 EBSCOhost - printed on 2/8/2023 5:45 PM via . All use subject to https://www.ebsco.com/terms-of-use

http://www.gagauzia.md/public/files/publicatii/Ghid_rus_final.pdf
http://www.gagauzia.md/public/files/publicatii/Ghid_rus_final.pdf
http://www.statistica.md/public/files/publicatii_electronice/Moldova_in_cifre/2017/Moldova_in_figures_en_2017.pdf
http://www.statistica.md/public/files/publicatii_electronice/Moldova_in_cifre/2017/Moldova_in_figures_en_2017.pdf
http://www.gagauzia.md/newsview.php?l=ru&idc=390&id=7029
http://adrgagauzia.md/public/files/2018_05_07_FINAL__RSP_EE_RDA_UTAG_final_RUS.pdf
http://adrgagauzia.md/public/files/2018_05_07_FINAL__RSP_EE_RDA_UTAG_final_RUS.pdf
http://adrgagauzia.md/public/files/PRS_drumuri_FINAL__RUS_160718.pdf
http://adrgagauzia.md/public/files/PRS_drumuri_FINAL__RUS_160718.pdf
http://www.adrgagauzia.md/public/files/analiz_regiona.pdf
http://www.adrgagauzia.md/public/files/analiz_regiona.pdf
https://en.wikipedia.org/wiki/Special_economic_zone
https://en.wikipedia.org/wiki/Special_economic_zone


273

Growing Opportunities in Attracting Investments
 

KEY TERMS AND DEFINITIONS

ATU Gagauzia: Autonomous Territorial Unit of Gagauzia (Republic of Moldova).
Economic Sphere: A set of relations of people arising from the creation and movement of material 

goods.
Free Economic Zones: A class of special economic zone (SEZ) designated by the trade and com-

merce administrations of various countries (Wikipedia, n.d.).
Human Capital: The skills, knowledge, and experience possessed by an individual or population, 

viewed in terms of their value or cost to an organization or country.
Investor: A person or organization that puts money into financial schemes, property, etc. with the 

expectation of achieving a profit.
Social Sphere: A combination of industries serving the basic social needs of the population: edu-

cation of children and adults, medical support, cultural and sports leisure, socialization of youth, etc.
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ABSTRACT

This study focuses on emphasizing the instrumental role of stakeholder analysis and the concept of 
business ecosystem. Specifically, a stakeholder relationship might provide the channel for the particular 
instrumental targets of a business subset. This kind of stakeholder management is based on a principal-
agent relationship between industry actors. However, this example, which focuses on horse entrepreneurs 
and the infectious diseases of this subset of the equine industry, shows that instead of a simple principal-
agent relationship, stakeholder management might yield a chain of principal-agent relationships in the 
form of a principal-agent/principal-agent relationship (for example, one or more of the stakeholders 
simultaneously takes on the role of both agent and principal). According to the analysis, horse entrepre-
neurs have this kind of double role in stakeholder management for the prevention of infectious diseases.

INTRODUCTION: WHY IT IS ESSENTIAL

Equine-related industries are among the fastest growing and the most promising in both the European 
Union and the Finnish rural context (Rantamäki-Lahtinen & Vihinen, 2004; Häggblom et al., 2012; Lep-
pälä et al., 2015). Members of the European industry can be a professional business, a leisure activity, 
or an amalgam of both (Henley Centre, 2004; Rantamäki-Lahtinen & Vihinen, 2004; Sigurdardottir & 
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Steinthorsson, 2011; Andersson Cederholm, 2012). In Finland, equine industry has a significant effect 
on employment, with its 15,000 employees (the Finnish Trotting and Breeding Association, 2017) and 
3,000 full- or part-time horse-related enterprises (Pussinen & Thuneberg, 2014). Sometimes a horse 
business can be a hobby that may grow into a bigger business (Rantamäki-Lahtinen & Vihinen, 2004; 
Sigurdardottir & Steinthorsson, 2011).

Disease outbreaks are destructive to Finnish equine industry. The critical factor can be resources and 
how they are divided together with stakeholders (Moore, 1998). It is in the best interests of the horse 
entrepreneur that one of his or her stakeholder group, customers, follow their instructions, which can 
reduce the probability of spreading contagious diseases beforehand. Above all, customers’ cooperation 
serves the horse entrepreneurs’ financial profit, because obeying the rules can forestall expensive disease 
eradication measures. In contrast to Moore (1998, 167) resources are not brought to create new value 
for customers. Compliance and obedience can increase the economic value and success of the horse 
entrepreneurs’ business, which is a value-added business where customers can cooperate. However, also 
customers can benefit. Based on Finnish legislation horse entrepreneurs have a great responsibility to 
ensure that their customers are informed about and prepared for the prevention of transmissible diseases 
and by a good horse health customers’ pleasant sporting experiences are promoted.

BACKGROUND: WHAT WE ALREADY KNOW AND WHAT IS MISSING?

It is found that horse entrepreneurs have often rejected a traditional market ethos (Sigurdardottir & 
Steinthorsson, 2011). Instead, they can create values beyond the economic under the concept of animal 
disease (the values of animal health and well-being) and cooperate with customers through co-creative 
processes in which these sustainable values are maintained and respected. In this framework horse 
entrepreneurs can focus their attention to horse health and the biosecurity of their stables. Biosecurity 
covers risk assessment and concrete preventive operations, such as vaccination, disinfection, and the 
quarantine of horses that are sick or from other stables. Previous studies from the US and New Zealand 
have revealed that these practices are implemented in varying degrees (USDA, 2006; Rosanowski et 
al., 2012; Rosanowski et al., 2013) but in Finland the horse industry’s biosecurity practices have rarely 
been studied. Recently, it is revealed that the majority of horse owners (85–95%) vaccinate their horses 
at least for equine influenza (Koskinen, 2014a) and that those horses active in equine sport arenas are 
mostly vaccinated (Koskinen, 2014a, 2014b). Worm control practices were statistically combined with 
the occurrence of helminths and were not explicitly reported (Aromaa, et al., 2018).

Entrepreneurs are often very engaged with their horses and so externalize many business functions 
by contracts with hay farmers, smiths, veterinarians, manure transporters, etc. Thus, horse entrepreneurs 
are involved in an inspiring project with many external and internal stakeholders. Some studies show 
how stakeholders such as rural veterinarians and farmers (Hamilton, 2018) or different infection control 
authorities (Van Woezik et al., 2016) have co-productive potential in their collaborative relationships. 
Nevertheless, these studies have not approached a unique and co-creative relationship between a private 
horse entrepreneur and a customer in which the horse entrepreneur is led by other (usually public) stake-
holders, but in everyday business situations, the horse entrepreneur leads a stakeholder group (customers).

Several theories about stakeholders and their relationship with organizations have been published. 
It may be questionable whether all the stakeholder research refers to the same underlying stakeholder 
theory (Egels-Zandén & Sandberg, 2009). In literature, the concept of “stakeholder” is contested being 
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variously describable, internally complex and open in character (Miles, 2017). Empirical formulations of 
stakeholder theory describe how entrepreneurs behave and how people actually address their stakeholder 
relationships. Instrumental theory shows what would happen if entrepreneurs adhered to stakeholder 
management principles, and normative theory stresses a moral (what one should do with stakeholders) 
dimension of behavior (Jones, 1995, 406).

The purpose of stakeholder management was to create methods to strategically manage the different 
groups and relationships that resulted (Fontaine et al., 2006, 13). A framework for effective stakeholder 
management has been proposed and empirically validated (Yang et al., 2011). The framework includes 
the identification of critical success factors, a process of stakeholder management, and the promotion 
of relationships. It sees the importance of identifying and analyzing stakeholders and their behavior and 
needs and concludes that communication with stakeholders, clear goal setting, and a context-sensitive 
flexible process model improve stakeholder management. Taking social responsibilities seriously (such 
as economic, legal, and ethical issues) is a precondition for management of these relationships and one 
theoretical study with the integration of sustainability and project stakeholder management by practi-
cal tools and frameworks (Silvius & Schipper, 2019) and one empirical study about Corporate Social 
Responsibility communication of a firm (Carrasco et al., 2019) have recently been published.

In recent literature (Carrasco et al., 2019; Silvius & Schipper, 2019; Zarewa, 2019), however, man-
agement frameworks have been connected with old formula of identifying and assessing stakeholders 
and these studies have concentrated on traditional industries such as product systems (Zarewa, 2019) 
and banking industry (Carrasco et al., 2019) not suitable for comparison with special values and rural 
environment met by horse entrepreneurs. In professional business industry without taking care of live 
humans and animals the economic and ethical influence of disease outbreak is often neglected. Thus, 
the value of several close stakeholders and the interdisciplinary approach about horse entrepreneurs and 
their surrounding environment with its threats and potential has previously been missed.

MAIN FOCUS OF THE CHAPTER: PURPOSE OF THE 
STUDY AND HOW AUTHORS FILL THE GAP?

The sustainable, ethical control of health and well-being of horses can be achieved with or without 
stakeholders. Usually, it is based on adequate knowledge of horse entrepreneurs and communication 
with their relevant partners. Main task of this study is to evaluate how knowledge flows from a horse 
entrepreneur to one important stakeholder group, customers. Because horse entrepreneurs have an ex-
pected goal to achieve and maintain a good horse health, the biosecurity of the stables is the context of 
this study. In a collaborative context it is clear that stakeholders are critical to the success or failure of a 
biosecurity project. Stakeholder analysis of Finland identifies these stakeholders and categorizes them as 
public (regulators, veterinary and environmental authorities at the municipality and other administrative 
levels) and private (veterinarians, horse associations, other horse entrepreneurs, customers, and service 
providers, such as smiths, horse welfare therapists, feed producers, horse transport services, and manure 
recipients) (Figure 1). In a case of disease outbreak, these communities of customers, governmental 
and nongovernmental institutions come together in an intentional manner. Authorities can transmit 
biosecurity-associated regulations to entrepreneurs whereas private veterinarians and the Finnish Trot-
ting and Breeding Association (Suomen Hippos) can offer instructions, general knowledge, and other 
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information in such a way that horse entrepreneurs could be expected to have some information on how 
to protect their horses.

The stakeholder theory or management literature offers the concept of “instrumental stakeholder 
theory” (Jones 1995; Jones, Harrison, & Felps, 2018), which can integrate business and society and 
which is the synthesis of ethics and economics. It is close to Yang et alʼs idea of analyzing stakeholders 
and their needs. This study generally parallels the discussions in the instrumental stakeholder theory, 
although the main focus is the intentional instrumental and transmission processes of the stakeholder 
framework in the prevention of transmissible diseases in the equine industry. The theoretical perspectives 
for this kind of goal-oriented (intentional) transmission process are rare in discussions of stakeholder 
management. By contrast, these discussions are familiar with the branch of “normative stakeholder 
management” (Benson & Davidson, 2010), although this is a relatively limited theme. Typically, goal-
oriented (normative) stakeholder management is linked with the perspectives of the principal-agent 
model (see, e.g., Benson & Davidson, 2010) and with managerial Corporate Social Responsibility 
(CSR) research. The latter denies a paradoxical tension between the ethical case and the business case 
for CSR; in other words, what is good for society is also good for the company. According to Hoffman 
(2018, 675), the paradigm of managerial CSR research “lines up with traditional stakeholder theory, 

Figure 1. Horse entrepreneurs and their stakeholders
(Hippos = the Finnish Trotting and Breeding Association, EVIRA = the Finnish Food Authority, a central authority, AVI = 
Regional State Administrative Agency)
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which assumes that a broad, inclusive and responsive stakeholder management also makes a company 
more successful in financial terms.”

This study focuses on the instrumental role of stakeholder management. Stakeholders are defined as 
those people and organizations that are involved with or have interests in the entrepreneur’s biosecurity 
project. Authors of this chapter understand the term “instrumental” according to the definition from the 
Cambridge Dictionary (2018):

“If someone or something is instrumental in a process, plan, or system, that person or thing is one 
of the most important influence in causing it to happen”. The equine industry provides an interesting 
platform to study different forms of relationships and their management. In the special relationship 
between a horse entrepreneur and a customer, a principal (entrepreneur) and an agent (customer) role 
is constructed. On the other hand, the variability of the members of the equine industry challenges the 
robustness of instrumental or normative stakeholder management. For these reasons, this study, which 
focuses on the modes of the principal-agent relationships in the field of stakeholder management, uses 
the equine industry as a preliminary study. The principal-agent relationship resembles the rational type 
of micro-politics that, through agency theory, ascribes different but alignable interests to principals and 
agents in the agency relationship, such as viewing headquarter-subsidiary relationships as principal-
agent relationships (cf. Pedraza-Acosta & Mouritsen, 2018). In particular, this study emphasizes the 
instrumental and interorganizational role of stakeholder management due to the chosen focal point of 
disease prevention in the equine industry. The novel contribution of the study relies on the specific 
characteristics of the equine industry, which might reveal new findings associated with the normative/
instrumental stakeholder management (the combination of the principal-agent model and stakeholder 
management). The specific perspectives of the equine industry, which is a hobby with high engagement 
from entrepreneurs and customers, especially challenge the typical business perspectives of stakeholder 
management.

According to Donaldson (1999), academics dealing with instrumental stakeholder theory are usually 
theorists who question a profit-only definition of the corporation’s purpose. Stakeholder management 
based on instrumental stakeholder theory can be considered as the source of a sustainable competi-
tive advantage (Jones et al., 2018). The current study emphasizes the instrumental role of stakeholder 
management, but without the focus on competitive advantage or sustainable competitive advantage (cf. 
Jones, 1995; Jones et al., 2018). In this study, ethics and trust are also important components of the 
stakeholder management perspective in the branch of the horse economy due to the many noneconomic 
motives of horse entrepreneurs.

Firstly, the current study adopts Jonesʼ instrumental approach of stakeholder theory in an empirical 
study design. Secondly, this approach is completed by Mooreʼs business ecosystem lens by seeing busi-
ness ecosystems analogously with biological perspective (biological ecosystems) and by engaging the 
customers and considering their behavior as a co-creative part of the entrepreneur’s business in order 
to prevent animal diseases. Stakeholder theories are criticized due to their technique and instrumental 
nature (Key, 1999) typical for the mechanistic visions of organizations and thus, thirdly, more organic 
approach to organizational life is introduced. Interorganizational, complex networks between individuals 
and firms, the key elements of business ecosystems (Peltoniemi & Vuori, 2004; Mäkinen & Dedehayir 
2012; Basole et al., 2015), are recognized and much attention is devoted to understanding the immediate 
task of business environment, defined by the organization’s direct interactions with customers, competi-
tors, suppliers, and governmental agencies and matching of these subsystems like in living organism 
(Morgan, 2006, 39).
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Thus, this study shows possibility to consider the stakeholder relationships as an instrument to achieve 
the certain aim - in this case the aim to prevent equine infectious diseases. This initiative provides con-
tribution both to the discussions of stakeholder management and to the branch of prevention of animal 
diseases, and an alternative way to study stakeholder management and its environment is business 
ecosystem. The main focus of this study is on stakeholder management though value co-creation, for 
example, the typical theme of business ecosystem, is an essential part of the perspective.

MATERIALS AND ANALYSIS

This article leans on the power of social media as an effective source of knowledge. It was a data source 
containing relevant stakeholder activity information often publicly available (Basole et al., 2015). Through 
the multiple searches of the hevostalli.net/tallit portal it was determined that Finnish horse entrepreneurs 
have their own websites. Some of these are free for all (including permanent customers and guests), 
but in other instances, permanent customers have been invited to closed Facebook groups. Anyone can 
search for horse-related enterprises at the hevostalli.net portal by region, by the name of enterprise, or in 
alphabetical order. Further, the Finnish Equestrian Association has a horse-related service search engine 
at its own website, and the Finnish Horse Trekking Association has the lists of its member enterprises 
categorized by region and offers a more accurate contact search that relies on the linking capacity of 
Google Maps. Some special horse breeds, such as the Icelandic horse, have associations of their own 
(Finnish Icelandic Horse Association), and stables populated by Icelandic horses can regionally be found 
through these associations’ websites.

The aim of material collection was to gain evidence from horse entrepreneurs’ websites about their 
animal disease communication activities. The inclusion criteria were the availability of a website and 
its information. Thus, closed Facebook groups were excluded, and the open hevostalli.net portal, the 
Finnish Horse Trekking Association’s lists, and the Finnish Icelandic Horse Association’s lists were in-
cluded. This yielded 1,251 websites, which decreased to 726 when inactive and incorrect websites were 
removed (see Figure 2). All active websites were thoroughly reviewed, and enterprises were divided into 
two categories: those that offered disease prevention communication and those that did not. For those 
in the “yes” category, a more detailed website analysis was executed.

For detailed website analysis strategy, a comparison with a biosecurity planning checklist was uti-
lized. A checklist for livestock farm events designed by Kerr (2017) at Washington State University 
was introduced, with certain modifications to the needs of the equine industry and native conditions in 
Finland. The original checklist discusses the potential risks that visitors could pose to farms and reviews 
the factors that increase the risk of spreading disease. In the modified final checklist, six checkpoints 
were included: 1) the creation of a biosecurity plan with professionals who know the local disease status 
and best disinfectant solutions, 2) a definition of the proper use of disinfectants, 3) reminders for good 
hand hygiene, 4) a decision about clean shoes and clothing, 5) a determination of the best location of 
the parking facilities, and 6) a decision about restrictions, such as banning dogs and forbidding entrance 
for 48 hours after a return from an international journey.

Further, animal disease communication activities of entrepreneurs were extended to the context of 
communication in a direct customer relationship. The first author was in personal contact with entre-
preneurs who fell in previous yes category by being a potential customer and by sending a Facebook or 
e-mail message. This data collection method closely resembled the Mystery shopping method, in which 
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the service quality and the satisfaction of an anonymous, “mysterious” customer is evaluated (Wilson, 
1998). In this study researchers favored a structured approach with a predefined fictional profile of horse 
entrepreneur’s customer, who is interested in many equestrian activities in several stables in homeland 
and has regular horse travelling activities in countries which suffer the epidemics of infectious equine 
diseases. For building this risky customer profile, recent (year 2018) epidemic situation among horse 
populations in different countries was first reviewed at World Organization for Animal Health web site 
(www.oie.int) and our fictional customer’s journeys were focused on these destinations.

The analysis is based on websites. This kind of source has restrictions: it will not tell the practices of 
the target group, but the official observable attitudes of the target group. Furthermore, small enterprises 
have short of time to develop the content of their websites, which fact might distort the outcomes of the 
analysis.

RESULTS

Empirical and literature analysis and our experiences with this branch of the equine industry yielded the 
following stakeholder framework for horse entrepreneurs.

In website analysis a low level of contagious disease communication activity by horse entrepreneurs 
was observed. Only 22 horse entrepreneurs (3%) gave preventive hygiene instructions to their customers, 
and one entrepreneur used its front page to remind the customers of the importance of disinfection and 
changing clothes for each stable because of a recent (but successfully controlled) strangles outbreak. 
Horse entrepreneurs’ activity in these 22 cases can be divided by the business priorities of the enterprises. 
Preventive disease communication was most commonly found in Icelandic horse enterprises (59%), 
followed by medium-size riding schools (32%), whereas only 4.5% of the entrepreneurs were active in 
mixed stables (stables populated by Icelandic horses and other horses; 4.5%) and stables concentrated 
on the management of customers’ leisure horses (4.5%).

Figure 2. Materials of the study and the number of websites after the removal process
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The disease communication activity of horse entrepreneurs was observed by combining Icelandic 
horse stables (n = 13; see Figure 1) and 45 horse trekking enterprises (often populated by Icelandic 
horses). Activity was found in 17% of these 58 enterprises, and it was quite equally distributed over the 
Southern (n = 3), Northern (n = 3), and Eastern (n = 4) parts of Finland. Horse entrepreneurs’ commu-
nication was concentrated on the hygiene of customers’ equipment if these customers had participated 
in horse-related activities in other stables. In these rural enterprises, customers’ cars were asked to leave 
the parking areas (17%) and dogs were not welcomed (10%), but both requirements were due to general 
consumer safety and entrepreneurs’ home privacy rather than the risk of contagious disease.

All of those entrepreneurs who took biosecurity seriously asked their customers to wash their clothes 
or use different clothes in different stables. Most often, disinfection was seen as an alternative to wash-
ing. Not every entrepreneur provided detailed washing and disinfection instructions, and it seemed that 
it was often left to the customers to learn how to perform either properly. Washing and disinfection were 
mostly related to clothing, and these did not always include shoes, helmets, or other horses’ or riders’ 
equipment. Only three (14%) of entrepreneurs guided customers to wash their hands between different 
stables or after leaving a stable, two (9%) did not allow the transfer of horses’ non-disinfected equipment 
between stables, and one (4.5%) reminded customers of disinfect their car’s rubber mat under dirty shoes.

It was mostly Icelandic horse entrepreneurs who offered detailed washing and disinfection instruc-
tions, which included Virkon-S disinfection solution and 60°C heat in a washing machine or sauna. 
One website of Icelandic horse enterprise promised more information to customers on the phone after 
registration for riding activities. Traditional riding school customers were directed to either visit only 
one stable or avoid visits to any stables if there were recent outbreaks of contagious diseases. In one 
riding school, riders were informed to always wait one month before visiting this stable after a visit to 
another stable. In another riding school, these restrictions could be avoided by careful Virkon-S disinfec-
tion of the rider’s equipment. In one stable populated by customers’ leisure riding horses, disinfection 
of horse transport vehicles other than the stable’s own was required and visitors were advised to avoid 
unnecessarily touching horses because of security and the possibility of spreading contagious diseases.

In closer customer relationships 14 horse entrepreneurs were met. They were those who emphasized 
preventive hygiene operations at their websites (n = 22). Based on their communication with a first author 
they can be divided into two types of horse entrepreneurs. Firstly, they responded to a core question of 
the customer and nothing more (79%). Or, secondly, they responded to the question and started to direct 
the customer to their services by referring to their websites (21%). However, none of the respondents 
referred to hygiene instructions and had no diseases communication activity in a direct relationship with 
a customer, who had a risky customer profile.

The low level contagious disease communication activity by horse entrepreneurs renders it plausible 
that their activities to prevent contagious diseases were also generally relatively low. In these cases, 
horse entrepreneurs have no close contacts with special stakeholders, such as lawmakers and different 
authorities. They might still have close contact with their association members or private veterinarians. 
However, they can comply with the law without these close contacts because their own previous experi-
ences with disease outbreaks and information from authorities. These different combinations of close or 
distant contacts and their influence on stakeholder relationships is illustrated in Table 1.

In two Icelandic horse and horse trekking enterprises, horse entrepreneurs convinced their customers 
of the up-to-date vaccination status of their horses, but despite the existence of these vaccinations, they 
wanted to follow general guidelines and good practices and offer arguments for good general hygiene 
and biosecurity to their customers. The reasons for changing and washing clothes were also presented in 
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several riding schools. A times, it was a horse entrepreneur who asked the customers to report if they had 
visited a contaminated stable. Equine influenza, herpes virus, and strangles outbreaks were mentioned. 
In those co-creative circumstances, customers can participate in the maintenance of the biosecurity of the 
enterprise, and disease information flowed from the customer to the horse entrepreneur. In this specific 
case, the control activity of the principal-agent relationship was on the side of the agent and the agent 
(customer) acted as a prosumer (cf. Toffler, 2013).

DISCUSSION

This preliminary study among horse entrepreneurs reveals the importance of some theoretical connec-
tions. Classic perspectives, such stakeholder management or analysis and the principal-agent model, 
are still relevant in management discussions (Pepper, Gosling, & Gore, 2015; Clegg, Geppert, & Hol-
linshead, 2018), and there can be a need to study relationships between different traditional concepts 
in order to find new and perhaps more complete perspectives. A new concept over traditional industry 
concept (business ecosystem by Moore 1998) was included but by respecting the nature and history of 
Finnish horse economy. Moore suggests that the term “industry” should be replaced since nowadays 
no-one cannot divide economic activities under specific industries. However, term “industry” could be 
replaced by term “business ecosystem” only when the involvement of other than equine-related sectors 
in Finnish context can be first shown. This study adopted a very specific perspective, that approach 
parallels the target of sustainable competitive advantage and ethics in business, which is not same as to 
create direct economic value for customers.

The perspective of prevention of contagious diseases differs also from the mainstream discussions of 
instrumental stakeholder management provided, for example, by Jones (1995) and Jones et al. (2018), 
where the main aim is a sustainable competitive advantage. Thus, in this case, the perspectives of Hoff-
mann (2018), where potential CSR paradoxes are primarily disproven, are parallel with the conditions of 
this study. Usually, CSR studies are focused on work conditions, workplaces, and the general conditions 
of human beings (see, e.g., Mena & Suddaby, 2016; Helfen, Schüßler, & Sydow, 2018). In contrast, cur-

Table 1. The robustness of transmission channels in the biosecurity of the horse industry
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rent study emphasizes (corporate social) responsibility in the context of animal well-being, although the 
actors are still human beings. Organizations have multiple stakeholders, such as employees, customers, 
clients, other organizations (e.g., suppliers), and even the public at large, who may value other measures 
of organizational performance (Morrow & McElroy, 2007), usually based on business efficiency, but 
biosecurity operations are the responsibility of the individual horse entrepreneur. According to previous 
reports (USDA, 2006; Rosanowski et al., 2012; Rosanowski et al., 2013), it is not sure if these respon-
sibilities are fully implemented.

Horse entrepreneurs have the opportunity to manage one of their stakeholder groups, which can be 
achieved through their website communication. In the framework for effective stakeholder management 
(Yang et al., 2011), and in a study about banking industry (Carrasco et al., 2019) communication with 
stakeholders has been emphasized. Authors know that in general, horse owners vaccinate their horses 
(Koskinen, 2014a) but vaccination decisions are not made according customers’ preferences. Prevention 
of contagious diseases, such as by washing hands, clothes and shoes before the arrival to the stable area, 
should be seen as a clear goal and a security issue in customer relations. From the horse entrepreneur’s 
perspective, biosecurity and communication about biosecurity can be more important than a detailed 
analysis of stakeholders and their needs, so this case may challenge the traditional perspective of stake-
holder identification and analysis.

In the prevention of contagious diseases, the chain of communication and instructions provides 
a principal-agent chain not only between public stakeholders, such as regulators and veterinary and 
environmental authorities at various administrative levels, but also between horse entrepreneurs and 
customers. This is the first investigation which can show that horse entrepreneurs have a double role as 
an agent and a principal. From this perspective it remains crucial to identify and analyze stakeholders’ 
behaviors in order to investigate how well the instructions are followed. This is a critical success factor 
in a process of biosecurity management. Horse entrepreneurs should know whether their customers take 
their instructions seriously. This monitoring is a moral (“should do”) dimension of stakeholder theory 
(Jones, 1995) and an opportunity to construct a co-creative process of stakeholder management. Based 
on empirical findings, it appears likely that horse entrepreneurs do not fully understand the idea of co-
creation of biosecurity. Thus, the typical problems of principal-agent model, such as the agent’s incen-
tives and the level of effort (Barron & Gjerde, 1997), are present in this study. Assessing stakeholder 
relationships requires measuring the behaviors and attitudes of both the firm and particular stakeholders 
(Jones et al., 2018). In the future, customers’ real actions and the visible actions of horse entrepreneurs 
when interacting with their customers should be monitored.

Horse entrepreneurs receive multiple instructions from the Finnish Trotting and Breeding Associa-
tion, Finnish Equestrian Association, and even breeders’ associations. Through the lens of stakeholder 
relationship management and information flow between stakeholders, it can be expected that disease 
communication activity by Icelandic horse enterprises depends on the Finnish Icelandic Horse As-
sociation’s active role in the communication about contagious diseases to their member stables. As a 
further study, the quality of this communication and these instructions should be investigated. It would 
also be important to know how much these associations influence the behavior of horse entrepreneurs 
and to identify the agents and the principals in these tripartite association-horse entrepreneur-customer 
relationships.

In this study design, the power of social media was trusted. This is a limiting factor of current study. 
This choice restricts the investigation and therefore the generalizability of the findings to those horse 
enterprises that have websites and active Facebook groups. Control and prevention of infection are suitable 
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exercises for co-creation activities between stakeholders (Van Woezik et al., 2016) and between horse 
entrepreneurs and their customers on web-based communication channels, but a co-creative power is not 
fully realized until a real outbreak situation. In such a situation, there will likely be verbal instructions and 
more detailed written instructions presented in the physical environment of the infected stable. From the 
perspective of effective biosecurity practices, these stakeholder communication techniques should then 
be strongly emphasized. It has been found that firms and their stakeholders have different information 
interests in social media (Carrasco et al., 2019) and therefore, in the case of disease outbreak it is a big 
question if it is worthwhile to post strict instructions online.

CONCLUSION

In this research on stakeholder management and information flows, qualitative data from the disease 
prevention activity of horse entrepreneurs was collected. It can be concluded that it is uncommon for 
horse entrepreneurs to communicate the threat of contagious diseases to their customers. This shows 
weaknesses in the chain of principal-agent relationships, which are part of the analyzed normative in-
strumental stakeholder management in this branch of the equine industry.

However, this lack of communication may be due to the good animal health situation of Finland and 
the lack of many serious equine diseases or, by contrast, to the non-business nature of many Finnish horse 
enterprises. Customers’ traffic from one stable to another was recognized by some horse entrepreneurs, 
particularly in Icelandic horse and horse trekking enterprises, and instructions were offered for these 
situations. Nevertheless, biosecurity plans were not visualized, restrictions after international journeys 
were not introduced, and customers’ hand hygiene was often neglected. The biosecurity operations gen-
erally implemented in Finnish farms populated by cows, pigs, and poultry were not seen to contribute 
economic value to a successful horse enterprise.

This perspective, which combines the principal-agent perspective and stakeholder analysis, is unique. 
Analysis reveals the general importance of seeking sensible connections between traditional theories about 
networking and/or multi-level relationships. Furthermore, these two perspectives have connections with 
CSR both in general and in the specific case of the prevention of diseases in the horse industry. Analysis 
also reveals the importance of industry-level case studies: specific cases might show new connections 
between different paradigms, models, perspectives, and discussions.

The biosecurity weakness in a principal-agent relationship between a horse entrepreneur and a 
customer was identified, perhaps due to a complex and distant principal-agent chain between the entre-
preneur and those authorities responsible for communicating about infectious diseases and preventive 
operations. Horse entrepreneurs should act as an agent in these relationships and follow their principal’s 
instructions. The communication chain can break even before reaching the entrepreneur-customer level, 
where entrepreneurs act as principals and customers as agents, and therefore it is not able to guarantee 
biosecurity co-creation opportunities to customers. What is important is a horse entrepreneur’s simulta-
neous role as an agent and a principal. The value of stakeholder management is visible if both roles can 
be recognized and carefully balanced.

The analysis of the study is based on limited branch, horse industry in Finnish rural context. The 
results show the main directions in this Finnish context, but are not closely related to the situations in 
other countries and in other branches of animals and their prevention of diseases. The results might 
provide some hints for them, however.
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This study provides themes for further research. The reasons for the lack of information on conta-
gious disease prevention in horse entrepreneurs’ web pages and other platforms require further study. 
Furthermore, the stakeholder management studies emphasize the simple principal-agent relationship, 
but they have not taken into account the longer chain of principal-agent relationships and their linkages 
with (instrumental) stakeholder management, which also calls for future research.
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KEY TERMS AND DEFINITIONS

Biosecurity Weakness: Identified in a principal-agent relationship between a horse entrepreneur and 
a customer, perhaps due to a complex and distant principal-agent chain between the entrepreneur and 
those authorities responsible for communicating about infectious diseases and preventive operations.

Communication Chain: Covers horse business with full- or part-time horse-related enterprises.
Double Role: In the context of this chapter, the horse entrepreneurs have a double role as an agent 

and a principal.
Equine Industry: Covers horse business with full- or part-time horse-related enterprises and workers.
Instrumental Stakeholder Theory: Integrates stakeholders of business and society, and is the 

synthesis of ethics and economics.
Principal-Agent/Principal-Agent Relationship: The chain of principal-agent relationship, where 

one (or more) actor has simultaneously both the role of principal and the agent.
Principal-Agent Relationship: An arrangement in which one entity, e.g. legally, appoints another 

to act on its behalf.
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ABSTRACT

Consumer ethics has increasingly attracted attention by academics and practitioners in recent years. 
Nonetheless, research so far has mostly focused on understanding consumer’s ethical judgments and the 
associations between those ethics-related general attitudes and selected antecedents drawn from Hunt-
Vittel Theory of Ethics. Nonetheless, evidence in practice raises more serious doubts about validity of 
ethical judgments as a measure of consumer ethics, reminding the attitude-behaviour gap that has been 
long discussed in the literature. On the other hand, as the ethical consumption turns to the mainstream 
market, there has been a question whether antecedents of consumer ethical behaviour widely investigated 
in the literature will exert the same influence on mainstream consumer behaviour. This chapter proposes 
a conceptual framework arguing for new approach to understand and measure ethical consumption. 
Implications and research directions are also provided.

INTRODUCTION

Amid recent proliferation of research on consumer ethics, a substantial body of consumer ethics research 
focuses on consumers’ judgements of questionable situations and drivers of those beliefs (e.g. Arli & 
Pekerti, 2016; Lu & Lu, 2010; Vitell, 2003; Vitell, Singh, & Paolillo, 2007). Nonetheless, those stud-
ies produce mixed findings, both in terms of the conceptualisation of ethical judgements and the direct 
associations between these judgements and their antecedents (Vitell et al., 2016). In reality, there exists 
a disparity between consumers’ concern about ethics and their actual behavior, e.g. a Nielsen survey 
reveals that 26% consumers indicate their desire for but only 10% acknowledge they purchase eco-friendly 
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products (Nielsen, 2015b). Several researchers construe this issue as the attitude-behavior gap and ar-
gued consumer ethics had better be measured in terms of behaviors rather than beliefs or judgements 
(Carrington, Zwick, & Neville, 2016). Drawing on the theory of planned behaviour, Sudbury-Riley and 
Kohlbacher (2016) note that attitude is just one of predictors of behaviour and may not translate into 
behaviour, as such, ethical consumption has better be measured in terms of behaviour. Accordingly, the 
Ethically Minded Consumer Behavior (EMCB) scale has recently been developed in this direction by 
Sudbury-Riley and Kohlbacher (2016).

Because the EMCB scale conceptualises consumption choices made by consumers, Sudbury-Riley 
& Kohlbacher, 2016), for consumers to conduct ethically minded behaviour some degree of attention 
and awareness is required (Carrington, Neville, & Whitwell, 2010). Therefore, the potential impact of an 
individual’s mindfulness as a mechanism that activates an individual’s attentiveness to external cues is 
a plausible possibility. Indeed, Papies (2017) proposes a conceptual framework for behavioural change 
interventions, which includes mindfulness training as a mechanism to change the consumer habit under-
pinning the attitude – behaviour gap. Furthermore, recent research finds mainstream ethical consumption 
is not usually rational and not driven by ethical attitudes and values, which have been well investigated 
in previous studies (Davies & Gutsche, 2016; Devinney, Auger, & Eckhardt, 2010; Eckhardt, Belk, & 
Devinney, 2010). For example, the exploratory, qualitative research of Davies and Gutsche (2016) also 
reveals that consumers buy into ethics out of their absorption of ethical habits, self-perceptions and 
socio-cultural dynamics, even though they have little knowledge about ethics. Since nearly half of our 
daily behaviour and most consumption behaviour are habitual (Wood & Neal, 2009), it can be a tough 
challenge for marketers to break consumers’ existing habits and gradually turn those habits into ethical 
ones. As such, the relationship between an individual’s mindfulness and his/her ethical consumption 
presents an interesting research opportunity, potentially providing a range of theoretical and practical 
implications. As such, this chapter aims to propose a conceptual framework incorporating mindfulness 
and ethical consumer behaviour. Theoretical and managerial implications are also discussed, followed 
by suggestions of empirical research.

BACKGROUND

Over the past decades, in the marketing discipline there has been a considerable attention to ethical is-
sues, but it was not until 1990s that research interest on consumer ethics started to surge (Vitell, Singh, 
& Paolillo, 2007). Earlier work on consumer ethics from their own perspective often centred around 
their ethics-related ideologies or general attitudes or traits (Vitell, Lumpkin, & Rawwas, 1991). Some 
research examined the extent of Machiavellianism among consumers using the Machiavellianism scale, 
which was initially developed in 1970 and republished in 2013 to measure ethical ideologies of business 
people (Christie & Geis, 2013). The 20-item Machiavellianism scale, which taps into one’s beliefs of 
deceiving and manipulating for their own interest, relates to the (un)ethical aspect of an individual (Beller 
& Bosse, 2017; McLarnon & Tarraf, 2017). Extant literature also suggests another scale measuring one’s 
ethical stance that is the Ethics Position Questionnaire (EPQ) developed by Forsyth (1980). The EPQ 
includes 20 indicators denoting one’s relative position between idealism or relativism (Forsyth, 1980; 
Vitell, Lumpkin, & Rawwas, 1991). Meanwhile, some researchers attempted to investigate consumer’s 
general attitudes relevant to ethics using the New Environmental Paradigm (NEP) scale developed by 
Dunlap and Van Liere (1978) and updated by Dunlap et al. (2000). The NEP scale identifies one’s 
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worldview about the environment (Dunlap et al., 2000; Steg, Dreijerink, & Abrahamse, 2005). These 
scales nonetheless capture an individual’s general traits or beliefs or philosophy, which are either stable 
and resistant to change hence pre-empting research on causal mechanisms (Beller & Bosse, 2017). It is 
well established that general attitudes or personality traits are not strongly related to behaviour or pre-
dict behaviour poorly in specific situations (Ajzen, 1989, 1991; Steg, Dreijerink, & Abrahamse, 2005).

A widely-acknowledged milestone in the emergence of consumer ethics research is the work of Muncy 
and Vitell (1992), introducing the Consumer Ethics Scale (CES). Intersecting business ethics and consumer 
behaviour literature, Muncy and Vitell (1992, p. 298) defined consumer ethics as ‘the moral principles 
and standards that guide behavior of individuals or groups as they obtain, use, and dispose of goods 
and services’ and operationalised the concept to measure consumers’ judgments of certain behaviours 
across a range of ethically related situations. Originally, the CES included four distinct categories of 
specific ethical issues/situations, in which consumers’ perceptions of actions being wrong are grouped 
under labels ‘actively benefiting’ from illegal activities, ‘passively benefiting’ at the seller’s expense, 
‘deceptive, legal practices’, and ‘no harm activities’ (Muncy & Vitell, 1992; Vitell & Muncy, 1992). 
This scale has been widely adopted in subsequent research (e.g. Polonsky et al., 2001; Rawwas, 1996; 
Steenhaut & van Kenhove, 2006). Later, Vitell and Muncy (2005) updated the scale and added a fifth 
dimension labelled as ‘doing good’ reflected by positive actions relating to doing good and recycling.

Nonetheless, critiques of the scale are inevitable. One problem of the scale is the mixed evidence 
on the dimensional structure and measures of the CES scale across studies, even in those that either 
of the authors of the scale joined, e.g. Vitell et al. (2016). For example it was found that consumers in 
some cultures are more likely to tolerate ethically questionable behaviour (Rawwas, 1996). Meanwhile, 
the two dimensions – ‘deceptive, legal practices’, and ‘no harm activities’ – turn to become ambiguous 
because some activities considered acceptable by some consumers perhaps harmful to others (such as 
burning a CD) (Vitell et al., 2016). These mixed findings have left the validity of the scale in doubt (Le 
& Kieu, 2019; Sudbury-Riley & Kohlbacher, 2016). Additionally, ethical judgments represent broad 
abstraction encompassing lower-order beliefs such as behavioural beliefs and normative beliefs, which 
are distinctively specified in the theory of reasoned action / theory of planned behaviour (Ajzen, 1991; 
Fishbein & Ajzen, 1975). This causes uncertainties for marketers as to what marketing programs they 
need to develop to cause changes in consumer attitude and behaviour. Furthermore, the gap between 
consumers’ attitude and behaviour concerning ethical consumption in practice (c.f. Nielsen, 2015a) 
further jeopardises the prediction of ethical consumer behaviour (De Pelsmacker, Driesen, & Rayp, 
2005; Fukukawa & Ennew, 2010). These problems have let some researchers argued ethical judgments 
are not a reliable measure of ethical consumption (Carrigan, Moraes, & Leek, 2011; Sudbury-Riley & 
Kohlbacher, 2016).

On the other hand, prior research has also examined the widely-accepted CES dimensions in their 
associations with selected antecedents drawn from Hunt and Vitell’s (1986, 1993) general theory of 
marketing ethics (e.g. Rawwas, 1996, 2001; Vitell, Lumpkin, & Rawwas, 1991; Vitell, Paolillo, & 
Singh, 2006). Later, Hunt and Vitell (2006) revised the theory by specifying clearly two broad sets that 
constitute the general theory and could be relevant to consumption context: cultural factors and per-
sonal characteristics. A critical notion of this theory of ethics is that those factors hold the trigger of the 
psychological processes that lead to consumers’ ethically-minded choices. Indeed, the development of 
CES and subsequent empirical research using this scale focused on explaining ethical judgements (e.g. 
Arli & Tjiptono, 2014; Vitell et al., 2016), with anticipation that these ethical judgements has impact 
on ethical intention and ultimately ethical behaviour in with general theories of consumer behaviour 
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(Hunt & Vitell, 1986). Indeed, the reasoned approach, which encompasses the theory of reasoned ac-
tion (TRA) and theory of planned behaviour (TPB), posits that attitude toward the behavior, subjective 
norm, and perceived behavioral control jointly influence behavioral intention and ultimately behaviour 
(Fishbein & Ajzen, 2010)

The TRA/TPB have been applied in several studies seeking to predict and explain ethics-related 
behaviour (e.g. Chang, 1998; Lee, Jin, & Shin, 2018; Randall & Gibson, 1991; Vermeir & Verbeke, 
2006, 2008). However, TRA/TPB are also subjected to criticism for the sufficiency and subsequently 
extended by adding more predictors such as self-identity, affect, and past behaviour (Ajzen, 2011; 
Shaw & Shiu, 2002; Shaw, Shiu, & Clarke, 2000). TRA/TPB are also criticised for its reasoned action 
assumption, not considering behaviours with limited cognitive efforts (Ajzen & Fishbein, 2005). The 
apparent attitude – behaviour gap in the ethical consumption context echoes the questions that remain 
contentious in extant literature. Those questions are concerned with not only behavioral measure but 
also the ability to inhibit automatic or spontaneous processes involved in habitual behaviour or in situ-
ations when people lack motivation or cognitive capacity to retrieve beliefs, attitudes and intentions in 
an effortful manner (Ajzen, 2011).

ETHICALLY MINDED CONSUMER BEHAVIOUR

Although the general theory of marketing ethics (Hunt & Vitell, 1986), later labeled as Hunt-Vitell Theory 
of Ethics (Hunt & Vitell, 2006), specifies psychological processes activated by environmental factors 
and personal characteristics leading to ethical judgments, behavioural intentions and behavior, research 
into consumer ethics so far has fallen short of considering actual behaviour (Carrigan, Moraes, & Leek, 
2011; Sudbury-Riley & Kohlbacher, 2016). Some prior research examined specific type of ethics-related 
behaviour such as fair-trade products (De Pelsmacker, Driesen, & Rayp, 2005; Shaw, Shiu, & Clarke, 
2000) or green purchase (Pepper, Jackson, & Uzzell, 2009; Schlegelmilch, Bohlen, & Diamantopoulos, 
1996) or socially conscious purchase (Pepper, Jackson, & Uzzell, 2009). Overtime, researchers argued 
that such behaviours must be seen in a more holistic ways of living (Gilg, Barr, & Ford, 2005). Accord-
ingly, the notion of ethical consumers has evolved from being used almost exclusively to describe green 
consumers being mindful of the environmental impact of their consumption to denote a much broader 
set of matters of conscience, including social concerns (Devinney, Auger, & Eckhardt, 2010). There are 
various alternative terms describing ethical consumers in the literature and in practice such as ‘green’, 
‘responsible’. ‘sustainable’, ‘moral’ and so on (Andorfer, 2015; Davies & Gutsche, 2016; Schlegelmilch 
& Öberseder, 2010). It has been called for a scale to be developed to tap into different consumer reac-
tions of different strands of ethical consumption (Ailawadi et al., 2014). There is indeed one scale, the 
Socially Responsible Consumer Behaviour (SRCB) scale (Roberts, 1993, 1995) that has been developed 
to capture ethical consumption with both ecological and social dimensions. While the SRCB scale has 
the advantage of being behavioural by nature (Roberts, 1995), however the fast-changing world has pose 
threats to the scale validity (Sudbury-Riley & Kohlbacher, 2016).

As such, Sudbury-Riley and Kohlbacher (2016) recently developed the Ethically Minded Consumer 
Behavior (EMCB) scale, which captures the degree to which people perceive themselves as ethically 
minded (ecologically and socially conscious) when making consumption choices. Following Roberts 
(1993, 1995), Sudbury-Riley and Kohlbacher (2016) designed the scale asking questions pertaining 
actual ethical consumption across ecological/social dimensions and purchase/boycott behaviours. By 
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asking questions of actual behaviour, despite potential self-response bias, the scale still has the advan-
tage over attitudinal or intentional scales (Sudbury-Riley & Kohlbacher, 2016). The Sudbury-Riley and 
Kohlbacher’s (2016) EMCB scale comprises five dimensions: ECO-BUY, ECO-BOYCOTT, RECYCLE, 
CSR-BOYCOTT, and PAY-MORE. ECO-BUY refers to the intentional choice of environment-friendly 
products over other alternatives (e.g. ‘When there is a choice, I always choose the product that contributes 
to the least amount of environmental damage’). ECO-BOYCOTT captures the refusal to purchase the 
products that do harm to the environment (e.g. ‘If I understand the potential damage to the environment 
that some products can cause, I do not purchase those products’). RECYCLE is the intentional selection 
based on recycling (e.g. ‘Whenever possible, I buy products packaged in reusable or recyclable contain-
ers’). CSR-BOYCOTT refers to the refusal to purchase the products that are not socially responsible 
(e.g. ‘I do not buy products from companies that I know use sweatshop labor, child labor, or other poor 
working conditions’). PAY-MORE is the willingness to spend more for ethical products (e.g. ‘I have paid 
more for environmentally friendly / socially responsible products when there is a cheaper alternative’).

Another advantage of the EMCB scale is that its measures of ethical consumption relates to price, 
quality and value, just as Carrigan and Attalla (2001) argued that these factors could outweigh ethical 
criteria.. Differing to Roberts’s (1993, 1995) SRCB scale, the EMCB scale includes the last dimension 
PAY-MORE, taking into account price premium to measure if consumers value the environmental and 
social aspects of the products they purchase. Price is argued to be one of external factor that may pre-
vent the actualisation of ethical attitudes into behaviour (Davies & Gutsche, 2016). This is important as 
consumers may be demanded more environmennal and social resposibility from companies, they appear 
unwilling to pay premium price to bear that responsibility directly (Devinney, Auger, & Eckhardt, 2010). 
Furthermore, while acknowledging the usefulness of TRA/TRA in explaining ethical consumption in 
certain specific contexts, Sudbury-Riley and Kohlbacher (2016) sought to ask consumers about their 
current and past ethical behaviour, rather than intentions. Just as Carrigan et al. (2011) suggest that inten-
tions fail to act reliably as a proxy for actual behaviour, thereby avoiding to overinflate the importance of 
ethics in actual consumption. Therefore, the EMCB scale potentially helps fill the attitude-behaviour gap 
in ethical consumption. As such, this chapter argues that as ethical consumption becomes mainstream, 
EMCB rather than ethical judgements should be the focus of future connsumet ethics research.

ETHICAL SOCIAL IDENTITY AND MINDFULNESS

In studying the influences on mainstream ethical consumption, several researchers argued that ethical 
values deeply held in consumers’ mind do not necessarily drive the choice of mainstream ethical con-
sumers (Davies & Gutsche, 2016; Devinney, Auger, & Eckhardt, 2010; Eckhardt, Belk, & Devinney, 
2010). Indeed, the Hunt-Vitell Theory of Ethics specifies two groups of factors: cultural environment 
including religion, legal and political environment; and personal characteristics including value system, 
moral character and ethical sensitivity (Hunt & Vitell, 2006). Socio-cultural contexts appear to be absent 
from Hunt-Vitell’s model. Davies and Gutsche (2016) criticised some prior research for relying on the 
assumption that consumers consciously actualise their own social and environmental concerns into actual 
buying behaviour, and thereby being abstracted from the surrounding context. Davies and Gutsche (2016) 
among others such as Eckhardt, Belk and Devinney (2010), Carrington, Neville and Whitwell (2010) 
also noticed some other previous research frames ethical consumers as on the fringe or niche markets 
seeking ethical products as alternative to mainstream products. In both just-mentioned research strands, 
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the sole cognitive approach to ethical consumption is argued to be debunked (Davies & Gutsche, 2016). 
This is because consumption is an experience that cannot be isolated from the socio-cultural context 
(Arnould & Thompson, 2005). In simplest term, for any consumers to be ethically minded about their 
behaviour, they need to be conscious of the socio-cultural environment and the potential impact of their 
behaviour on the environment. Expanding the assertion of Devinney, Auger and Eckhardt (2010) and 
Davies and Gutsche (2016) that the mainstream consumers are ethically influenced, rather than ethically 
led by moral beliefs or values, it could be believed that an ethical consumer social identity may be a 
more important influence on ethical behaviour.

Indeed, there have been several studies seeking to understand the socio-cultural premise of ethical 
consumption by focusing on ethical social identity, ethical consumption communities and socio-cultural 
factors (Chatzidakis, Shaw, & Allen, 2019; Davies & Gutsche, 2016). Nonetheless, these studies were 
mostly qualitative and narrowed to just the socio-cultural context of consumption, failing to integrating 
both individual and societal perspectives (Chatzidakis, Shaw, & Allen, 2019). For example, Papaoiko-
nomou, Cascon-Pereira and Ryan (2016) charted a process in which consumers move beyond expressing 
their personal identity and construct a social identity constant social comparison of the in-group and 
the out-groups. Dholakia and Bagozzi (2002) provided an effortful theory for understanding consumer 
decision-making. One notion of the theory is that in decision-making situations involving higher mon-
etary value, social identity may come into play in motivating consumer behaviours (Bagozzi, Dholakia, 
& Basuroy, 2003; Perugini & Bagozzi, 2004). It has also been argued for the distinction of two mecha-
nisms maintaining and bolstering self-esteem concerning social identity (Shavitt 1990), corresponding 
to social adjustive and affiliation (Ashworth, Dacin, & Thomson, 2009). In the ethical consumption 
context, ethically social adjustive and ethical affiliation respectively refers to the impression from and 
sense of belonging/acceptance to the social groups that consumers perceive from their purchase and 
consumption of ethical products. Based on these discussions, it could be proposed that:

P1: (a) Socio-cultural environment, (b) ethically social adjustive and (c) ethical affiliation is positively 
related to EMCB

On the other hand, several researchers agreed that for ethical consumption becoming truly mainstream, 
consumers need to habituate the ethical aspects of consumptions and link that behaviour with other related 
behaviours (Davies & Gutsche, 2016; Devinney, Auger, & Eckhardt, 2010). Since most consumption be-
haviour are habitual (Wood & Neal, 2009), it appear to be needed to consider mechanism break consumers’ 
existing habits and gradually turn those habits into ethical ones. While some authors suggested a limited 
number of deeply held beliefs influence the formation of new ethical consumption habits (Carrington, 
Neville, & Whitwell, 2014), other researchers argued that mainstream consumers – ethically influenced 
consumers – make their purchase / consumption choices out of their absorption of habits regardless the 
extent of ethical knowledge they have (Davies & Gutsche, 2016). For the mainstream markets, one may 
argue that the focus should be on how socio-cultural aspects may enters mainstream ethical consumers’ 
decision-making. Thus, to include the socio-culture aspect is necessary yet not sufficient, as well as is 
potentially create an impasse of dual terms: personal values and social values. It Is worth noting that 
in the TPB model, Ajzen (2011) posited the cognitive influence on behaviour varies on a continuum, 
implying behavior ranging from reasoned action to spontaneous or habitual behaviour. When consumers 
lack motivation or cognitive ability to retrieve their beliefs, attitudes and intentions, their behaviours are 
argued to be spontaneous mode where sufficiently strong attitudes are required for automatically activat-
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ing the behaviour (Fazio, 1990). Meanwhile, it is argued that as existing habits formed out of repeated 
performance, behavioural control is transferred from consciousness to critical external stimuli (Ajzen, 
2011). In both cases, the potential impact of an individual’s mindfulness as a mechanism that activates 
an individual’s attentiveness to external cues is a plausible possibility. Indeed, Papies (2017) proposes 
a conceptual framework for behavioural change interventions, which includes mindfulness training as a 
mechanism to change the consumer habit underpinning the attitude – behaviour gap.

The concept of mindfulness, originated from Buddhism in the East, has emerged as a powerful 
psychological intervention (Xiao et al., 2017). Mindfulness is defined as ‘the awareness that emerges 
through paying attention on purpose, in the present moment, and nonjudgmentally to the unfolding of 
experience moment by moment’ (Kabat-Zinn, 2003, p. 145). Several self-report scales have been devel-
oped to measure mindfulness, either as a trait or state. Generally, human behaviour can be changed by 
inducing or changing the level of mindfulness (Langer & Moldoveanu, 2002). When being distracted, 
facing the complexity of the situation, an individual acts habitually (Wood & Neal, 2009). This can imply 
that when being mindful, the consumer can respond to ethical cues and make an ethical consumption 
choice rather than the habitual non-ethical. The current theorizing implies mindfulness can influence 
behaviour in two ways: (1) when being mindful, people can devote their cognitive ability to external 
ethical cues, mindful activities and valued outcomes; and then (2) they develop a self-control ability 
concerning ethics that can override the accessible non-ethical, habitual response in memory (Wood & 
Neal, 2009). On the one hand, it can be argued that, when being mindful, consumers can be attentive 
to ethical / social issues such as pollution or sweatshops and engage in non-routine behaviours such 
as paying premium price for environment-friendly / socially responsible products or services. In fact, 
prior research also provides evidence suggesting that mindfulness positively affects pro-environmental 
behaviours (Barbaro & Pickett, 2016). Moreover, much research emphasises that ethical consumption 
is a conscious choice (Carrigan, Szmigin, & Wright, 2004; Sudbury-Riley & Kohlbacher, 2016). Based 
on the above discussions, it could be proposed that:

P2: Mindfulness is positively related to EMCB

On the other hand, it is the ability to control over thoughts, feelings and behaviours underpins con-
sumer habits (Wood & Neal, 2009). The concept of self-efficacy, or its compatible concept in Ajzen’s 
(1991) Theory of Planned Behaviour refers to the general beliefs people hold about their capabilities 
pertaining to a specific domain when they face difficulties in decision making. The self-efficacy theory 
is consistent with the of planned behaviour in postulating that the strong self-efficacy people have in a 
specific domain, the more likely they engage in behaviour in that domain (Bandura, 2006). As discussed 
earlier, for the mainstream ethical consumers to habituate ethically minded behaviour, they would need 
strong beliefs and these beliefs would in turn lead to new perceptions of control over ethical behaviour 
in line with TPB (Ajzen, 1991), then the newly perceived control breaks into existing habits before the 
control is transferred to external ethical cues. Bearing in mind the role of mindfulness in influencing 
behaviour (Wood & Neal, 2009), it could be predicted that mindfulness can help people develop self-
efficacy for ethical consumption (SEEC), which in turn can motivate them motivate them to overcome 
their resistance and engage in ethical consumption. In other words, SEEC is a potential intervening 
mechanism between mindfulness and ethical consumption behaviour.

P3: SEEC mediates the effects of Mindfulness on EMCB
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Integrating the above propositions, this chapter conceptualises a research model as in Figure 1 below. 
The conceptual framework also includes the concept of personal values that has been drawn from Hunt-
Vittel Theory of Ethics (Hunt & Vitell, 2006). These values have been widely investigated in several 
studies such as religiosity (Arli & Pekerti, 2016; Vitell, Paolillo, & Singh, 2006) or moral character or 
ideology or intensity (Huang et al., 2012; Rawwas, Swaidan, & Oyman, 2005; Singhapakdi, Vitell, & 
Franke, 1999) or beliefs/values such as love of money (Singhapakdi et al., 2013; Tang & Liu, 2012) or 
individual-level cultural values (Arli & Tjiptono, 2014; Le & Kieu, 2019).

RESEARCH AGENDA

Given the novel nature of the EMCB scale, the validation of this newly developed ethical consumption 
scale in a developing market setting is warranted. It should be noted that in the development of the scale, 
Sudbury-Riley and Kohlbacher (2016) only tested the scale in in developed or quite developed market 
contexts Germany, Japan, United Kingdom and Hungary. While the authors acknowledged the differ-
ences in ethical beliefs across different parts of the Europe (Continental Europe versus United Kingdom; 
Western versus Eastern Europe) and attempted to include an Asian context (Japan), it should be noted 
that heterogeneity is also apparent in Asia and across developed and developing markets (Sheth, 2011). 
Needless to say, previous studies investigating consumer ethics have shown mixed findings across cul-
tures (Rawwas et al., 2005; Vitell et al., 2016), and especially, limited research on consumer ethics has 
been done in Asian developing markets (Arli et al., 2015). As such, the empirical testing of the proposed 
model may consider a multicultural study to understand the differential impact of antecedents of EMCB. 

Figure 1. Conceptual framework for mindfulness approach to ethical consumption

 EBSCOhost - printed on 2/8/2023 5:45 PM via . All use subject to https://www.ebsco.com/terms-of-use



297

Mindfulness Approach to Ethical Consumption
 

Research into consumer ethics so far focuses much on developed markets such as North America and 
Europe, where currently hold larger share of ethical products (Nielsen, 2015a). Nonetheless, it is worth 
noting that nowadays consumers in developing markets also become more interested in seeking out and 
paying more for ethical products (Euromonitor, 2017; Nielsen, 2015). Furthermore, the EMCB was 
developed to measure the general ethical consumption behaviour. Empirical research may consider to 
control for product categories or market segments in order to understand ethically minded behaviour in 
specific contexts. As the EMCB scale has been tested using data collected through survey method (Le & 
Kieu, 2019; Sudbury-Riley, & Kohlbacher, 2016), future research could secure a behavioural measure in 
a laboratory setting or use of other methods to record actual behaviour in order to have a more reliable 
assessment of ethically minded consumer behaviour.

CONCLUSION

This study contributes to the body of knowledge that investigates the impact on consumer ethics. First, 
the argument for consumer ethics to be measured by behaviour (such as the EMCB scale) presents a 
novel direction much different to earlier research, focusing on ethical judgements, which perhaps are 
the active cognition of fringe consumers only. Second, drawing on extant literature, the paper proposes 
mindfulness represents an effortful approach to change behaviour towards ethical consumption. Mind-
fulness is argued to have both direct and indirect effects on SEEC, which in turn positively affects ethi-
cally minded consumer behaviours. This argument is consistent with Bandura’s (2006) self-efficacy 
theory and Ajzen’s (1991) theory of planned behaviour with regard to the role of self-efficacy or its 
compatible concept – perceived behaviour control in impacting behaviour. No published research has 
attempted to examine SEEC as the intervening mechanism in which mindfulness turns consumers’ 
non-routine ethical responses into habitual ethical consumption behaviour. Third, the investigation of 
the EMCB scale in a nomological net includes antecedents in more market contexts also add validation 
for the scale. From a practical perspective, policy makers, academics and marketers can derive findings 
from empirical study understand the formation of ethical consumer behaviour. While one’s personal 
values may be socio-culturally inherent their mindfulness can be trained (Papies, 2017; Vitell, Singh, & 
Paolillo, 2007). Once being trained mindfulness, mindful consumers can learn to change the habituated 
non-ethical behaviour that can cause negative outcomes; as well as they can become more attentive and 
aware of their experiences with socio-cultural situations, are not distracted with negative events and ac-
cept experiences without judgements. Policy makers and marketers can provide training for consumers 
to purchase or consume ethically.
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