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SUSTAINABLE DEVELOPMENT AND BUSINESS MODELS
OF ENTREPRENEURS IN THE ORGANIC FOOD INDUSTRY
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'Rotterdam School of Management, Erasmus University, Rotterdam, The Netherlands
*Utrecht University — Copernicus Institute of Sustainable Development, Utrecht, The Netherlands

ABSTRACT

The business case for a sustainable firm, in particular the business case for new entrepreneurial
initiatives responding to environmental demands, is increasingly receiving attention from
practitioners and scholars. This article contributes to existing literature on business models,
sustainable development and entrepreneurship, by applying components of business models to
the practices of entrepreneurs that have a goal of environmental sustainability and a focus on the
mass market (i.e. ecopreneurs). We define the ecopreneurial business model and specify four
varieties of this business model, which consist of different combinations of environmental scope
and a focus on the mass market and profitability. The distinguishing factor of the ecopreneurial
business model is that it transforms disvalue into value, thereby creating greater customer value
for environmentally concerned consumers. The results are based on a substantial set of
interviews among ecopreneurs in the organic food and beverage industry in the Netherlands.

Keywords: sustainable development; business models; business cases; entrepreneurs; value
creation; value capture.

INTRODUCTION

The environmental concerns across the globe have set the urgency for companies to
adjust their production and services in line with the demands for corporate responsibility.
Although many have preached the people-planet-profit-trinity, only a selection of entrepreneurs
have managed to position these elements on the same positive scale. Making a profit out of
environmental concerns is becoming a choice to marry planet and profit, and contributes to
sustainability goals in society.

In the academic literature, the business case for a sustainable firm is increasingly
becoming a subject of study, in particular for new entrepreneurial initiatives responding to social

demands (e.g. Hockerts and Wiistenhagen, 2010; Moss, Short, Payne and Lumpkin, 2011;



Schaltegger, Liideke-Freund and Hansen, 2012). The literature on sustainable entrepreneurship
has focused on identifying the motivations that constrain and promote sustainable entrepreneurs
(e.g. Kirkwood and Walton, 2010), and on suggesting typologies that define and categorize
sustainable entrepreneurs (e.g. Schaltegger, 2002; Schaper, 2002; Walley and Taylor, 2002;
Young and Tilley, 2006). As the opportunities in the green sector are still accumulating and
entrepreneurial activities in this sector are also expanding, Shepherd and Patzelt (2011) call for a
structured research agenda on sustainable entrepreneurship. Research should focus on the dual
characteristic of sustainable entrepreneurship, and include both what needs to be sustained (e.g.
the environment) and what needs to be developed (e.g. economic gains) (Shepherd and Patzelt,
2011). In other words, the study of sustainable entrepreneurs must illustrate the diverse priorities
given to environmental issues and the market effect of the business (e.g. Schaltegger, 2002).

We respond to this call by identifying and exploring the business models of sustainable
entrepreneurs. We argue that the identification of business models of sustainable entrepreneurs
will reveal the dual identity, i.e. environmental priority and market effect, which supports the
balancing-act of planet and profit of sustainable entrepreneurship (Moss et al., 2010). Within the
broader set of sustainable entrepreneurs, we focus on the ecopreneur, taking ecopreneurs to be
the entrepreneurs who have a focus on the mass market but with a sustainable goal (Schaltegger,
2002). Our main question is how the specific relationship between sustainability and economic
performance, which ecopreneurs attempt to foster, impacts on the specific business models of
ecopreneurs? Or, how do ecopreneurs make their business models work?

This article contributes to the existing literature, by applying components of the business
model (Morris, Schindehutte and Allen, 2005; Zott, Amit and Massa, 2011) to ecopreneurial

practices, and by specifying the ecopreneurial business model. We illustrate how the



ecopreneurial business model can result into four different varieties of models through which
ecopreneurs focus on both the mass market and on achieving a sustainable goal.

Transforming an industry is an important element of the vision of ecopreneurship. It is
mainly through an exploration of the mechanisms creating ecopreneurial opportunities that we
can convey the ways in which their business models contribute to the environmental concerns in
society (Moss et al., 2010). By analyzing the ecopreneurial business model, this article also
confronts traditional entrepreneurial business models with their underlying constructs:
ecopreneurs do not take traditional business for granted, which is reflected in their business
models and in their business cases for sustainability to environmentally concerned consumers
(Cohen, Smith and Mitchell, 2008; Schaltegger et al., 2012).

In the next section, we will discuss sustainable entrepreneurship and focus on
ecopreneurs. Based on the integrative framework on business models offered by Morris et al.
(2005), we will develop the ecopreneurial business model. We will explain how ecopreneurs
create and capture value, by replacing disvalue by value. In the section on method, we describe
how the data was extracted from interviews with Dutch ecopreneurs in the organic food and
beverages industry. In the section on results, we will categorize the Dutch ecopreneurs on the
two scales of environmental effect and mass market effect, and identify four ecopreneurial
business models for the Dutch ecopreneurial practices. In the final sections, we will note some of
the limitations and practical implications of this study and conclude on how the ecopreneurial

business model contributes to a more sustainable future.



ENTREPRENEURS AND SUSTAINABILITY

In the early 1990s, environmental concerns were positively linked to entrepreneurial
opportunities, and publications referred to ‘environmental entrepreneurs’, ‘green entrepreneurs’
and ‘eco-entrepreneurs’ involved in business activities (Bennett, 1991; Berle, 1991; Blue, 1990).
The businesses identified in these publications included waste/recycling, natural/organic foods,
greener products or technologies such as solar energy production. The history that emerges out
of these businesses is a mixed story of business failure, limited survival, some growth, and many
mergers and acquisitions. Still, sixty percent of these businesses actually survived, and remained
somewhere scattered along the different life-cycle stages of their industry (Holt, 2011). The
question for the reason of their survival remains unanswered. Had consumers taken the
environmentally conscious-turn or had green entrepreneurs identified an emerging environmental
opportunity that offered a business model to earn money through environmental concerns? Quinn
(1971) was an early adopter of the idea that sustainability could be a business opportunity. In his
pioneering article ‘Next Big Industry: Environmental Improvement’, he argued that an ‘ecology
movement’ could provide profitable new markets for business expansion rather than simply
being a drain on economic activity. Since the 1970s, the green producers’ movement as well as
consumers’ movement for green products and processes search to redefine the way business is
further executed, often inspired by idealistic motives. These movements suggest a variety of
initiatives of eco-conscious producers, consumers or concerned citizens to internalize, minimize,
neutralize or anticipate on environmental externalities. As a result a new type of goods and
services has been introduced that is eco-friendly (Pastakia, 1998) emerging out of the actions of a
new breed of eco-conscious change agents who can be called “ecological entrepreneurs”.

Pastakia (1998) categorized these ecological entrepreneurs as “individuals or institutions that



attempt to popularize eco-friendly ideas and innovations”. Eco-friendliness was defined in terms
of products or processes that are caring towards ecosystems and meanwhile endeavor to generate

positive externalities for the environment.

Sustainable Entrepreneurship
In recent years the attention for sustainable development, on the one hand, and the

mounting studies on entrepreneurship, on the other, have found common ground in sustainable
entrepreneurship (Schaltegger and Wagner, 2011). Shepherd and Patzelt (2011) define
sustainable entrepreneurs as entrepreneurs who aim to integrate both what needs to be sustained
(nature, environment, communities) and what needs to be developed (economic gains and non-
economic gains to individuals and society). Sustainability is, then, understood in the sense of the
Brundtland Commission as “development that meets the needs of the present generation without
compromising the ability of future generations to meet their own needs” (Brundtland
Commission, 1987). This integrated view can be described as sustainability-driven
entrepreneurship, and is supported by recent empirical studies that demonstrate this growing
movement of such entrepreneurs in practice (e.g. Cohen and Winn, 2007; Dean and McMullen,
2007; Dixon and Clifford, 2007; Schaltegger and Wagner, 2011).

The literature on sustainable entrepreneurship has shown at least two pathways. On the
one hand, researchers have focused on the identification of the motivations that constrain and
promote sustainable entrepreneurs (e.g. Kirkwood and Walton, 2010), and on the other hand,
they have suggested frameworks that can be used to define, categorize and explain the notion of
sustainable entrepreneurship in a generic sense (Shepherd and Patzelt, 2011). Typologies of
sustainable entrepreneurs (e.g. Schaltegger, 2002; Schaper, 2002; Walley and Taylor, 2002;
Young and Tilley, 2006), have been created in order to come to grips with the many-faceted

groups of sustainable entrepreneurs. These pathways address the different aspects of sustainable
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entrepreneurship but also illustrate the academic evolution of identification, categorization,
explanation and synthesis of a new and relevant phenomenon in entrepreneurship studies. So far,
to our knowledge, the literature on business models for sustainable entrepreneurship has received

little attention.

Ecopreneurship
We define ecopreneurs as a subcategory of sustainable entrepreneurs. Ecopreneurs focus

on the mass market with a sustainable goal, and they are profit-oriented and environmentally-
concerned at the same time. Ecopreneurship is focused on the sustenance of nature and life
support, in the interest of opportunities to foster future products, processes, and services for
economic gains to individuals and society. Ecopreneurship is not synonymous to sustainable
entrepreneurship because it does not explicitly cover, for example, sustaining communities, and
the development of non-economic gains for individuals and societies (Shepherd and Patzelt,
2011). Nor is ecopreneurship synonymous to social entrepreneurship, as it does not emphasize
the contributions of entrepreneurship to a wider variety of societal problems, separate from the
environmental concerns of society (Shepherd and Patzelt, 2011). However, as other authors have
recently observed (e.g. Schaltegger and Wagner, 2011), ecopreneurs have nevertheless felt the
need to address the social, sustainable and institutional consequences of their efforts while
stressing the environmental problems.

In an attempt to classify ecopreneurs, Isaak (2002) made a distinction between two types
of ecopreneurs: ‘green businesses’ and ‘green-green businesses’. A ‘green business’ is a
conventional business that has subsequently “discovered the cost and innovation and marketing
advantages, if not the ethical arguments, for “greening” their existing enterprise” (Isaak, 2002).
The ‘green-green business’ category involves companies that are designed to be green from the

start, both in their processes and products, and aim at transforming the sector towards a
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sustainable development. In this paper, the ecopreneurs are ‘green-green businesses’, as they are
companies that are designed to be green from the start. Ecopreneurs are entrepreneurs who
experience a constant tension between making profit and staying fully sustainable as a company
(Dixon and Clifford, 2007). Some ecopreneurs may observe opportunities to improve and
transform the industry by creating a sustainable company, but the short term costs of creating a
sustainable company could drive ecopreneurs away from their environmental goals (Pacheco,
Dean, and Payne, 2010). Making money may compete on an equal footing with solving
environmental problems, but in most cases the ecopreneur will consider both goals as two sides
of the same coin. Making money could therefore be both a means and an end. Consequently,
ecopreneurs may initiate and design sustainable business models, which will trigger innovations
and efficient use of resources in order to compete in the market (Porter and Van der Linde,

1995).

The Ecopreneurial Business Model
Whereas most of the literature on sustainable entrepreneurship has focused on the

identification of sustainable entrepreneurs, the ecopreneurial business model has received little
attention. As Schaper (2010) has argued, adopting a sustainable business framework may create
new opportunities for entrepreneurs, including the reconfiguration of existing business models.
The question here addresses what this ecopreneurial business model may involve.

As Zott and Amit (2007) have argued for business models in general, the ecopreneurial
business model would address the issues related to value creation and value capture by
ecopreneurs. In this perspective, the ecopreneurial business model becomes the unit of analysis,
indicating how business is done by the ecopreneur (Zott ef al., 2011). Following Morris et al.
(2005) we take a business model to be “a concise representation of how an interrelated set of

decision variables in the areas of venture strategy, architecture, and economics are addressed to
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create a sustainable competitive advantage in defined markets.” It also answers the basic
questions that shape the business model (Morris et al., 2005): a) How and for whom will the firm
create value? b) What is the firm’s internal source of advantage and how will this provide the
basis for its external positioning? c) How will the firm make money, and how does this relate to
the firm’s scope and size and time ambitions?

a) How and for whom will the firm create value? Value creation for consumers has long been
recognized as an important driver for present and future purchase decisions and consumer
behavior. In the case of ecopreneurs, value creation addresses what customers value, but also
what customers do not value. The environmentally concerned consumers of food and beverages,
for instance, do not value the use of pesticides in food, the creation of waste, or the lack of
environmental protection in the production of food and beverages (e.g. Lockie, Lyons, Lawrence
and Mummery, 2002). These same consumers may also extend their concerns to social issues,
such as health safety and value standards of animal welfare (e.g. Harper and Makatouni, 2002),
only to illustrate how environmental concerns and social concerns can easily be blended
(Schaltegger and Wagner, 2011). In this article we will restrict ourselves to the environmental
concerns, and translate these into customer value.

Taking customer value created by firms as a concept that can be either positive or
negative (figure 1), we will assume that environmentally concerned consumers are able to
distinguish between customer value and customer disvalue (or negative value) of an eco-product
and a non-eco-product on the basis of the characteristics of the product itself and the related
environmental characteristics. When applied to the food and beverages industry, this implies that
these consumers may value non-organic food, but disvalue some of the characteristics of non-

organic food (e.g. the use of pesticides in non-organic food or the creation of waste). Figure 1



offers a schematic representation of the two types of products, the non-eco-products and the eco-
products, and illustrates the differences in value and disvalue between the two types of products,
as perceived by environmentally concerned consumers. In the left column, the non-eco-product,
consumers attribute a certain amount of value to the product itself, equal to the surface of the
column above the line (solid area). They also attribute a certain amount of disvalue to this non-
eco-product equivalent to the surface of the left column below the line (dashed area). In the right
column, the eco-product, consumers may attribute the same amount of value of a non-eco-
product to a comparable eco-product for the consumption of the product itself (solid area). The
consumers, however, will also value that the eco-product has lower or no negative environmental
effects, and therefore does not offer any disvalue. The eco-product replaces the disvalue with
value for the environmentally concerned consumer (dashed area: ‘transformed disvalue into
value’). When compared to a non-ecoproducer, the ecopreneur will create a higher customer
value for the environmentally concerned consumers by offering at least an equivalent product but
reducing some of the customer disvalue created by the non-ecoproducers (i.c. the use of
pesticides or the creation of waste), and hence adding an additional amount of consumer value,

possibly equivalent to the disvalue (i.c. by leaving out the pesticides or reducing waste).

Insert figure 1.

Whether the customer’s disvalue is real and absolute, or foisted and perceived, remains a
question of debate, but leads in the differentiation of eco-products and non-eco-products to the
dissociation of customer value and customer disvalue. We will assume that not all customers will

experience the disvalue of the non-eco-products to the same degree: some customers may have a



larger environmental concern than other customers and may be convinced that eco-products may
contribute more to their concern.

b) What is the firm’s internal source of advantage and how will this provide the basis for
its external positioning? The ecopreneurs may address the customers’ environmental concerns,
in part, by their own environmental concerns, entrepreneurial conviction and societal ideologies,
revealed by their ecopreneurial practices. As Keogh and Polonsky (1998) have argued,
ecopreneurs need to possess certain (internal) commitments: affective commitment, involving
the individual's emotional attachment to, identification with and involvement in supporting
environmental concerns; continuance commitment, involving commitment based on the
economic and social costs that the individual associates with disregarding environmental
concerns; and normative commitment, involving the individual's sense of obligation to continue
supporting environmental concerns. Kirkwood and Walton (2010) found that ecopreneurs have
comparable motivations to entrepreneurs in general, apart from their green motivations. In a
study on Austrian, German, and Swiss ecopreneurial firms, Petersen (2005) found a strong
influence of ‘credibility’ and ‘reputation of the company’ on the firms’ competitive strategies.

These commitments and motivations are specific for ecopreneurs and contribute to the
formation of communities of common interests (Torjusen, Lieblein, Wandel and Francis, 2001),
such as a community of eco-producers and environmentally concerned consumers. The
ecopreneurs may build on their commitment through their networked connections of kindred
ecopreneurs, including suppliers in the value chain of their products, which will contribute to
what Morris et al. (2005) refer to as “a sustainable marketplace position”. The business model of
ecopreneurs to replace disvalue by value is largely based on this strategic network (Gulati, 1998;

Osterwalder, Pigneur and Tucci, 2005; Zott et al., 2011), by recognizing and acknowledging the
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nature of the products of kindred ecopreneurs but also by the necessity to integrate these
intermediate products into their own production process. In many countries, these networked
connections are recognized by eco-labels or similar warrants of eco-certification. These
certificates are subsequently integrated into the branding of the eco-products. The eco-
certification also partitions the market into eco-products and non-eco-products, and facilitates
ecopreneurs to position themselves in the marketplace in which both products are offered. If, and
when, the ecopreneur only competes with non-eco-products the ecopreneur will capitalize on the
disvalue created by the competitors. This implies that the ecopreneur will create a higher
customer value (for the environmentally concerned consumers) than the producer of non-eco-
products, replacing the disvalue by value.

In a dynamic context, the composition of the market for eco-products and non-eco-
products may change, depending on 1) the ability of the ecopreneur to leverage the disvalue into
value and 2) on the composition of the consumers. In the first case, the ecopreneur will continue
to replace disvalue by value as long as disvalue continues to exist; in the second case, consumers
may or may not change their appreciation of eco-products and the share of environmentally
concerned customers may therefore change. If, and when, all non-eco-products have been
substituted by eco-products and the ecopreneur ends up competing with other ecopreneurs, the
disvalue associated to the products of the competitors can be presumed to be absent and the
market positioning of the ecopreneur will most likely be based on a cost-driven business model
(Zott and Amit, 2008). In the end, ecopreneurs may even consider to sell up to larger mainstream
firms (Kearins and Collins, 2012).

c) How will the firm make money, and how does this relate to the firm’s scope and size

and time ambitions? The ability of the ecopreneurial business model to generate money will run
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parallel with the readiness of consumers to appreciate the replacement of disvalue by value.
Ecopreneurs can thus capture value in the customer’s concern for environmental degradation.
The degree to which the value capturing of the ecopreneurial business model is effective depends
on what Morris et al. (2005) refer to as a firm’s “sustainable marketplace position” and its
“investment model”. The sustainable marketplace position is achieved by a firm’s commitment
including its networked connections (see question b) and its business case. The business cases of
ecopreneurs are restricted to those instances in which (i) the value proposition is profit-oriented
and environmentally-concerned at the same time, and (ii) the environmentally-concerned effect
is achieved by engaging in a profit-oriented activity (Schaltegger et al., 2012). A firm’s
investment model takes a forward-looking perspective, and is determined by its scope and size
and time ambitions (Morris et al., 2005). In the case of the ecopreneur, these scope and size and
time ambitions vary in the environmental concern of the company and in the market effect of the
business. We will define scope along the dimension of lower environmental concern versus
higher environmental concern, and size and time ambitions along the dimension of a relatively
small portion of the mass market versus a relatively large portion of the mass market that is

achieved and pursued by the ecopreneurs.

METHOD
Although ecopreneurs operate at every stage of the eco-supply chain, from farming to
waste disposal, we have opted for those ecopreneurs that operate in the processing and retail of
organic food and beverages (eco-products) in the Netherlands. On the basis of the definition of
ecopreneurship presented above (ecopreneurship is focused on the sustenance of nature and life
support, in the interest of opportunities to foster future products, processes, and services for

economic gains to individuals and society), we have selected a set of 23 ecopreneurs from three
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groups of entrepreneurs (table 1): those who have been eco-certified by the Dutch government
through the SKAL organization, those who have been funded by the Triodos Bank, as one of the
main green funding organizations for eco-producers in the Netherlands, and those who are
neither eco-certified nor funded by Triodos Bank but have a clearly stated environmentally
responsible policy'. The products they offer are quite diverse, and may range from bread to ice
cream or from meat to fruit juices. To ensure that the sample has considerable variation
(Eisenhardt and Graebner, 2007), the selection of ecopreneurs has also been based on differences
in scope and size and time ambitions. In all cases, the ecopreneurs in the sample reported that
they generate new products, services, techniques and organizational modes that substantially
reduce environmental degradation.
Insert table 1

The data collection is based on multiple cases following the ‘sampling logic’ rather than
the ‘replication logic’ (Yin, 2009). Following Eisenhardt (1989), the cases have been chosen to
fill theoretical categories, rather than to obtain statistical evidence on the population, hence
aiming for theoretical sampling rather than statistical sampling. Consequently, the multiple cases
may illustrate an emergent theory.

The initial information was collected from reports, company websites and articles as a
starting point. In the next step, the 23 semi-structured interviews were, in most cases, conducted
with the owner of the company as respondent. The ecopreneurs were interviewed on their
activities in the industry and the market and were asked to indicate their customer base. The data
obtained through these interviews is qualitative and addresses the constructs that we mentioned

above, and that typify ecopreneurs: perceptions on customer value; commitment; business cases;

" Out of the group of 23 ecopreneurs 17 have been SKAL-certified, 10 are financed by Triodos Bank, and 7
ecopreneurs are both SKAL-certified and financed by Triodos Bank. 3 ecopreneurs are neither SKAL-certified nor
financed by Triodos Bank but have a clear statement on their environmental responsibility.

13



marketplace position; environmental scope, and size and time ambitions of the business. The
perceptions on customer value were assessed on the basis of the characterization of the
ecopreneurs of their customers. The questions on commitment also inquired into the networked
connections of the ecopreneurs and how the commitment and connections relate to their
competitive advantage. With respect to the business cases, we considered whether ecopreneurs
view making money as a means or an end, and whether they aim to achieve a new more
sustainable world or improve the sustainability of the existing world. The marketplace position
was based on whether firms indicated to be cost-driven or differentiation-driven (Zott and Amit,
2010). The environmental scope was assessed on the basis of the range of eco-products and
services: the number of eco-products as part of the total range of products of the company (all to
none). To gather information on size and time ambitions, the ecopreneurs were asked about their
estimated market share and for their intentions to grow the business in the near future.

The interviews were subsequently coded in order to facilitate comparisons and to find a
pattern or structure in the data. The data was triangulated by a variety of means (Eisenhardt,
1989; Strauss and Corbin, 1998; Yin, 2009). Data has also been gathered through visiting several

of the selected companies, in order to obtain a deeper understanding of the companies’ activities.

RESULTS

How and for whom will the firm create value?
The ecopreneurs in our sample are all focused on creating a more sustainable world, and

on turning some of the disvalue in the food and beverage sector into value for consumers that
wish to purchase their eco-products. What is also obvious from our interviews with the
ecopreneurs is that they have to create value by balancing their sustainability ideals with running

a viable business. A few ecopreneurs have therefore made the distinction between being entirely

14



sustainable and acting in the most sustainable manner. Some ecopreneurs are convinced that it is
impossible to be entirely sustainable. This is illustrated by the following quote of ecopreneur 20:
“life can never be fully sustainable otherwise we would not exist”. He wishes to become more
sustainable but believes “it is impossible to build an entirely sustainable factory that is
profitable”. It is a continuous balancing act between the two, as illustrated by ecopreneur 13: “it
is impossible to fully implement my principles of sustainability, because for example our
company vehicles cannot drive on electricity”. Nevertheless, he has the incentive to enforce
sustainability aspects in the future. This suggests that ecopreneurs are continuously considering
whether they choose to be profitable without acting in the most sustainable manner or being
sustainable and possibly diminishing profit. This confirms what has been argued by Pacheco et
al. (2010) that entrepreneurs can have the desire to improve the industry by creating a sustainable
company, but the short term costs of creating a sustainable company have restrained them.
Ecopreneurs are not discouraged to undertake a costly environmental initiative. It is, however, a
balancing act between short-term economic objectives and long-term sustainability objectives in

order to become and stay profitable.

What is the firm’s internal source of advantage and how will this provide the basis for its external
positioning?

In order for ecopreneurs to replace some of the disvalue by value for consumers, they
have to possess some commitment; involve their network of partner firms in the value chain; and
consider the most effective way of positioning their products in competition with other

ecopreneurs and retailers of non-organic food and beverages.
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Commitment of ecopreneurs
All ecopreneurs stated that what should be sustained is the environment. In several cases

the ecopreneurs equated the environment with the ecosystem and the necessity to preserve
natural resources. Some argued that sustaining the environment is related to, if not equated to, a
healthy life. It has been argued that ecopreneurs mostly influence the company with their
personal goals and preferences in such a way that these are reflected in the company’s goals
(Schaltegger, 2002). All ecopreneurs in our sample are strong believers in their own business
concept and/or product(s) and in how to achieve their goals. They represent and shape the ‘face’
of their company. They believe that their company is an instrument in sustaining the
environment, and that the company should be developed in order to sustain the environment. As
ecopreneur 14 stated: “it is our ambition to further preserve the eco-business which I consider as
a personal challenge and I hope that I can make a valuable contribution to this.” It is also through
the company that some ecopreneurs believe they can contribute to the future: “Truly sustainable
is having a long-term perspective; you're basically making a decision for the children of your
grandchildren.” (ecopreneur 2). Other ecopreneurs develop their business in order to show non-
eco-firms that sustainable business can also be economically justifiable. As ecopreneur 2 argues:
“if you want to be sustainable, you must be profitable. Otherwise you run on grants and remain

working in the non-profit sector.”

Networked connections and eco-certification
The distinction between eco-products and non-eco-products in the Dutch food and

beverage industry is regulated through eco-certification. When asked whether the range of
products is eco-certified, several ecopreneurs indicated that they are not exclusively producing,
selling or trading eco-certified products. In fact, a tension in offering fully-certified eco-products

was reported several times. One of the antecedents of this tension lies in the resources
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themselves, supplied by companies in the value chain. In spite of the regulations, ecopreneur 12
stated: “the main bottlenecks in the organic supply chain are the resources. It is often hard to
trace the resources and whether they meet the quality requirements”. The supply of resources is a
process that a company to a certain extent can influence but never fully secure. As a result, it
appeared that many ecopreneurs offer both eco-certified and non-eco-certified products. Another
antecedent of the tension between eco-products and non-eco-products lies in the business of eco-
products. Ecopreneur 17 is convinced that eco-products could never substitute the whole
conventional food market, simply because it is impossible. He asserts that “if every product is
grown organically, we would not have enough food”. The availability of eco-resources and the
feasibility to produce fully certified products are also the drivers for these ecopreneurs. The
ecopreneurs realize that their environmental concerns will ultimately have to be addressed. As
ecopreneur 13 states, some of the resources in his production chain are not organically grown,
and that “I have asked if it is possible to grow these resources organically which is possible only

if you order in large volumes, which we cannot.”

Marketplace positioning: Costs versus differentiation

The ecopreneurs, addressing the mass market for eco-products, are well aware of the
variety of consumers populating the extent of the sustainable food market. Ecopreneur 23, for
instance, distinguishes between ‘dark’ green consumers and ‘light’ green consumers. The ‘dark’
green consumer is the one that often buys eco-products and substitutes conventional products for
eco-products. The light-green consumer can be defined as the consumer who makes a
comparative assessment between eco-products and non-eco-products and price is often
considered as the most important factor in this assessment. As the ecopreneur proceeds to

address the mass market for eco-products, the amount of price-sensitive consumers tends to
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increase and setting the right price for the products becomes an issue. Several ecopreneurs argue
that further growth of their company is required to address the price sensitivity of consumers, as
is illustrated by ecopreneur 16: “the prices of our products are still high, hence expected further
growth is expected to lead to economies of scale and lower consumer prices”.

The interviews have shown that Dutch ecopreneurs have divergent pricing strategies and
can be divided into two broad groups. One group has a clear price strategy and makes a
deliberate consideration when setting the price by comparing the existing market price of eco-
products and conventional products. This is illustrated by the statement of ecopreneur 11,
exploiting a highly competitive eco-label in supermarkets: “the price difference between
conventional products and eco-products needs to be reduced”. Another large-scale ecopreneur,
ecopreneur 23, indicates: “we are trying to become more efficient in order to be able to reduce
costs and subsequently lower our prices”. Ecopreneur 5 indicates that eco-products should be
able to compete on quality, but also indicates that: “we set the price based on its production costs
however never above the market price of A-brands”. This group of ecopreneurs is gradually
adapting to a cost-driven business model (Zott and Amit, 2010).

The other group determines the price based on their belief of what is ‘fair’.
Complementing the consumers’ perspective on price fairness (Dekhili and Achabou, 2012), this
group of specialized, smaller scaled ecopreneurs is less convinced of the rightfulness of the
market price. According to Dixon and Clifford (2007), the higher price of the eco-product is
defensible and when the consumer can be convinced of the greater environmental benefits and
quality of the eco-product, they are willing to pay for it. Still, marketing this quality is one of the
main challenges of the Dutch ecopreneurs. For example, ecopreneur 14 says “it is difficult to

explain why eco-products are more expensive, even though it has a reason”. Ecopreneur 13
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asserts that “we do not have a special price strategy” and he does not know what the prices of his
competitors are. His eco-bread production attracts customers willing and, above all, able to pay
the price. The ecopreneurs argue that their prices are ‘fair’ and therefore defensible. Ecopreneur
15 points out that “consumers favor ‘a good feeling” more than the price”, although he admits
that they have to pay attention to the prices because competition is fierce. This group of
ecopreneurs is still embedded into a differentiation-driven business model (Zott and Amit, 2010).

Although the majority of the ecopreneurs acknowledges consumer behavior, price
elasticity and the degree of competition as factors influencing their price strategy, each
ecopreneur will translate these factors to the characteristics of their own product to establish their

concern for both the environment and their economic ambitions.

How will the firm make money, and how does this relate to the entrepreneur’s scope and size and
time ambitions?

Business cases for sustainability

Ecopreneurs can capture value in the customer’s concern for environmental degradation
through their business cases. The business cases of ecopreneurs must be profit-oriented and
environmentally-concerned at the same time (Schaltegger ef al, 2012). Linnanen’s (2002)
statement about ecopreneurs, ‘making money and making the world better’, is represented in a
variety of ways by the Dutch ecopreneurs.

A first distinction that can be made among the Dutch ecopreneurs is between those who
aim to ‘make a better world’ and those who aim to ‘make the world better’. The first group of
ecopreneurs has a clear vision on what is to be developed and has a precise end state in mind (‘a
better world”). These ecopreneurs are not only convinced that their envisaged world is better than
the present world but also believe in their strict rules and practices to achieve this better world

and they will never compromise. Although they may realize that a better world may not be
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achieved just by them, their main aim is to motivate others to adopt the same vision and to create
a mass movement. Opposed to this first group, the second group of ecopreneurs aims for
sustaining and possibly improving the present state of the world. This second group believes that
“life can never be fully sustainable” (ecopreneur 20) but replacing non-eco-products by eco-
products may lead to a gradual process of improvements of the world. Hence, extending the
consumer base to adopt eco-products may reduce the further degradation of the environment.
These ecopreneurs may end up optimizing the eco-content in a value chain without ever attaining
a fully eco-certified value chain.

A second distinction that can be made among Dutch ecopreneurs is between those who
consider making money a means and those who consider making money an end. Although all
ecopreneurs consider making money necessary for their business, the strategy of the first group
of ecopreneurs is largely focused on sustaining the environmental concerns. The second group of
ecopreneurs has a relatively strong inclination to develop economic profits for themselves. Out
of these distinctions we can formulate four ‘business cases for sustainability’ (Schaltegger et al.,

2011) encountered in our set of ecopreneurs (see figure 2):

A. ‘making money by making a better world’.

B. ‘making money by making the world better’.

C. ‘making a better world by making money’.

D. ‘making the world better by making money’.
Insert figure 2
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Business cases A and C have a strong emphasis on replacing disvalue by value. The ecopreneurs
are addressing the customers with a strong environmental concern. Business cases B and D have
a lower priority on environmental concerns and the firms combine eco-products and non-eco-
products to address a larger customer base. Business cases A and B have a lower priority of
reducing costs and prices, either because the firms believe they have a ‘fair’ price or because
they are able to manage a portfolio of higher and lower priced products. Business cases C and D
offer the customers their products at lower prices, mainly competing in the market with non-eco-

products.

Investment model: Scope and size and time ambitions

The environmental scope of the ecopreneurs is conveyed by the number of eco-products
as part of the total range of products of the company (low environmental concern versus high
environmental concern). The size and time ambitions are illustrated by the estimated market
share and the orientation to growth of ecopreneurs (relatively small portion of the mass market
versus relatively large portion of the mass market). The 23 ecopreneurs have been positioned in
figure 3 in which the numbers correspond to the ecopreneurs.

In figure 3, the environmental scope is measured on the vertical axis. The figure
illustrates that some ecopreneurs have a higher environmental scope than others. Ecopreneur 11,
for instance, indicates that he has adopted the principle to care for the environment as much as
possible by being as sustainable as possible. It is his objective to make his product accesible for
everyone, but realizes that he is in a market in which the customer is “somewhat of a freak”. This
creates some challenges to expand the customer base. Ecopreneur 6 believes that it is possible to
be profitable and completely sustainable at the same time. He has a strong ideal of making the

world a better place.
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Insert figure 3

On the horizontal axis the size and time effect of the business is measured. In all cases the
ecopreneurs target the mass market yet the effect differs between ecopreneurs. Figure 3 shows
that for instance, ecopreneurs 6, 8 and 23 serve a relatively large portion of the mass market,
whereas the target group of ecopreneur 22 is still relatively small.

Ecopreneurial business ventures are, at their commencement, operating in advance of the
mass market (Schaper, 2010). Schaper (2010) argues that without the hard core of pioneer
consumers, ecopreneurs run the risk of effectively ‘walking alone’ and eventually failing. Like
ecopreneurs, such pioneer consumers are not only curious but also convinced of their self-
effectiveness, knowing that they may become the critical mass for sustainable development
(Schaper, 2010). Isaak (2002) argued that “the key is to bring green-green businesses to a critical
mass and thereby assure sustainable development”. The critical mass of pioneering consumers
can subsequently provoke the collective acceptance by the mass market. The pivotal role of the
consumer is also acknowledged by the Dutch ecopreneurs. This is illustrated by ecopreneur 15

who claims that “all power lies with the consumer”.

Four business models of ecopreneurs

In the previous sections, we have analyzed the different elements of the ecopreneurs’
business model, such as the ecopreneurs’ value creation, commitment and networked
connections, business cases, and investment models. On the basis of this analysis, we offer four
varieties of the ecopreneurial business models: the income model, the subsistence model, the

growth model and the speculative model. We use the same terms as Morris et al. (2005), but
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extend their interpretation to varieties of business models, and apply these to the case of

ecopreneurs (figure 4).

Model 1. The income model
In the income model, the ecopreneurs aim at generating an ongoing and stable income.

Making money is considered a means, and these ecopreneurs have a clear vision on what needs
to be developed. The ecopreneurial firms adopting this model are relatively small and have a
small market effect. They are convinced that starting small is important, as this creates a solid
foundation from whereon they can expand. With this model they believe they are able to persist
in their environmental goals. By giving the consumer the proper information they can convince
the consumers to buy eco-products. As ecopreneur 1 emphasizes, "food should become
enjoyable again for consumers", and an insight in the background of the products may stimulate
this. Once the consumers have been convinced, a higher price will be accepted or taken for
granted by the consumer. As ecopreneur 10 argues: “If customers think of the price as a problem,
this is not the customer with the right mind-set and should therefore not belong to the target
audience”. The goal of these ecopreneurs is to give consumers the opportunity to eat good and
healthy food. As the emphasis is more on convincing the consumer and creating a community,
these ecopreneurs do not think that price for eco-products should be leading. As ecopreneur 13
states: “I don’t feel like dropping my prices because I am doing something special and people
should pay for that.” Most ecopreneurs adopting this model believe that customers are not price
sensitive: “it is the service and the product that matters; if it is of high quality, customers are not
particularly price sensitive” (ecopreneur 17). Making profit is a means for these ecopreneurs, but
this is achieved in a sustainable way and they are willing to reduce profits if this implies that they
can be more sustainable. As ecopreneur 18 contemplates: “when I invented this concept it had
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something to do with the future. I am truly committed because I think that our concept,
nowadays our brand, is extraordinary. Although we do not make a fortune out of it at the
moment, it is all about doing something different, something that is lasting”. Their main goal, i.e.
making a better world, is primarily supported by a loyal consumer base sharing the ecopreneurs’
conviction. These ecopreneurs believe that growing and reaching the mass market needs to be

done by being transparent and ensuring that the consumer is properly informed.

Model 2: The subsistence model
In the subsistence model, the ecopreneurs’ goal “is to survive and meet basic financial

obligations” (Morris et al., 2005). Making money is a means to improve the present state of the
world. These ecopreneurs believe they need to make a compromise in order to reach a broader
audience and a higher profit. Ecopreneur 5 wants to become more sustainable, but states that “the
existence of the company is also important, and sometimes this means making a compromise".
This compromise is made because these ecopreneurs are relatively small and eco-resources are
expensive or not available to them. This is illustrated by ecopreneur 16: “we cannot certify our
business processes because we are dependent on other companies that are producing for our
products”. “Besides, if we demand that our suppliers become more sustainable, I am doomed to
fail.” The limited availability of organic raw materials may create a situation in which the
ecopreneur needs to choose for a non-certified eco-product, in order to reach the mass market
consumer. Their first ambition was not necessarily to set up a sustainable company, but eco-
products turn out to be of higher quality. They like the idea of sustainability, but do not
emphasize the ecological aspect too much as this might scare away the consumers. They believe
that their efforts will make the world (gradually) better, in part by addressing environmental
concerns and in part by emphasizing the need to link the environmental and social consequences

of their activity. Often the ecopreneurial activity is a balancing act between short-term economic
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objectives and long-term sustainability objectives in order to become and stay profitable. The
group of ecopreneurs adopting this strategy concedes that “further enhancement of sustainability
is something for the future” (ecopreneur 16). There is a strong belief that networks of
ecopreneurs could improve their future market position. As ecopreneur 21 argues: “we can
reinforce and help each other in order to collectively enlarge our market share and improve the

perspective and acceptation of our products”.

Model 3: The growth model
In the growth model the emphasis lies on investing, and reinvesting, for the long term,

both in financial terms as well as in relational terms. As one of the ecopreneurs emphasized: “We
believe in personal contact and open communication with our customers, which in turn results in
long-lasting relationships™ (ecopreneur 19). The ecopreneurs who have adopted this strategy
combine a priority for environmental performance as a business goal, the economic
consequences of a large market effect, and the institutionalization of their green business in
society. These ecopreneurs consider making money an end, but also have a clear vision on what
needs to be developed. They believe that it is possible to be profitable and completely sustainable
at the same time. They all have a strong ideal of making a better world. Their current market
effect is large, in part because these ecopreneurs have a strong product and in part because of
prior experiences in business and working with partners in a large network in this industry (e.g.
Rodgers, 2010). As ecopreneur 12 states: “the collaboration of multiple partners has contributed
to the success because we have been able to develop a multi-brand that is recognized by the
consumer”. These ecopreneurs fully internalize all the externalities: they do not amortize certain
costs on the environment and they are transparent about this. The important difference with other
models is that these ecopreneurs believe that also a large market can be reached by being

transparent about your goals and being accountable for your products to the consumers. As
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ecopreneur 6 argues: “Transparency and traceability are very important to reach the mass
market.” In the eyes of the ecopreneurs in the growth model, being sustainable implies that they
can be profitable. They focus on large supermarkets and companies in the Netherlands and
abroad to sell their products. The size of their firms has made them realize that they are entering
a different league. As one of the ecopreneurs mentions: “If organic becomes mainstream this can
have a tremendous effect on the price of organic products” (ecopreneur 2). In the growth model,
the ecopreneurs are not only competing with eco-products but also with non-eco-products.
Although the balance between environmental concerns and economic gains remains their reason
for existence, the efficiency argument appears to become more dominant: “we are trying to
become more efficient in order to be able to reduce costs and subsequently lower our prices”

(ecopreneur 23).

Model 4: The speculative model
In the speculative model the goal is to establish a profitable business before

selling out (Morris et al., 2005). The ecopreneurial strategy would be to make money with eco-
products, although the environmental performance as a business goal would have a lower
priority. These ecopreneurs believe to make the world better by selling eco-products, but their
emphasis on developing economic gains would have prevalence. This strategy could be adopted
by non-ecoproducers switching to green (rather than green-green) operations, capitalizing on the
consumer potential for eco-products. The model emphasizes a short-term focus with a large
market effect. In our group of 23 Dutch ecopreneurs, none opted for a strategy to prioritize

profits and to compromise on environmental performance as a business goal.

Insert figure 4
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DISCUSSION

The field of sustainable entrepreneurship is vast and carving out a subfield of
ecopreneurship is a precarious endeavor. This article has attempted to fill in some of the details
on the basis of an ecopreneurial business model illustrated with empirical evidence from Dutch
ecopreneurs. Our findings come with limitations, but also offer some practical implications for

policy-makers and practitioners.

Limitations

The ecopreneurial business model is largely based on the replacement of disvalue by
value. The subjective nature of this transformation can be seen as a limitation, as this
‘transformation’ is largely in the eye of the beholder/customer. The value creation out of
disvalue, in environmental terms, may seem as a smart marketing gimmick of ecopreneurs, yet
the overwhelming evidence on environmental deterioration appears to prepare the consumer for
more sustainable products. The article has offered more insight into the variety of ecopreneurs,
even though a (potentially) interesting section of ecopreneurs, i.e. those adopting the speculative
model, has received limited empirical support. It is quite likely that our selection bias for green-
green firms excluded those ecopreneurs adopting the speculative model. A larger cross-sectional
analysis of this population could, in the future, strengthen the robustness of some of our findings.
Finally, the dynamics within the ecopreneurial field are scarcely covered. Although several
indications have been noted, such as the pricing consequences in a mass market with hybrid
consumers, the interviews do not allow for a dynamic analysis among ecopreneurs. A future
longitudinal study of ecopreneurs could offer new insights on the dynamics within this field and

add to the insights on business model innovations.
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Practical implications

Several practical implications can be deduced from the ecopreneurial business model that
is outlined in this article. As the business model is largely based on replacing disvalue by value,
the success of ecopreneurs will depend on the consumers to recognize the disvalue of non-eco-
products, and the reduction in disvalue by eco-products. One of the practical implications is the
need to inform consumers of the possible hazards related to the production of food, by both
policy-makers and ecopreneurs. Some ecopreneurs have been successful in convincing
environmentally concerned consumers, but the relatively small and stable share of eco-products
in the total consumption of food and beverages (ca. 20% for The Netherlands) indicates that
other consumers have not incorporated the disvalue of their purchases into their decisions yet.

As the ecopreneurs themselves have observed, replacing disvalue by value is complicated
by the inability of ecopreneurs to fully eco-certify their value chain. This results either in eco-
products that are not certified or in producers that revert to a less strict system of certification
(e.g. seafood has a multitude of certifying agencies). Ecopreneurs revert to competing on other
values (e.g. taste or tradition) or compete in a less transparent domain of eco-certificates. Both
implications, i.e. information for the consumer and inability to fully eco-certify, have
consequences for the ecopreneurial business model. One of the consequences that stands out is
the fragmentation of the market for eco-products, as some of our ecopreneurs observed. Both
consumers and producers contribute to the creation of niche-markets, deviating from the
transformation of the entire industry. The above implies that sustainable development through
ecopreneurial activities is highly uncertain without a considerable degree of institutionalization,
either through larger ecopreneurs or through government involvement, and the environmental

ecology may be partly in the hands of the organization ecology.
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CONCLUSION

The academic field of sustainable entrepreneurship is only just developing. This article
contributes to the growing body of literature on sustainable entrepreneurship by focusing on the
business model of environmentally-concerned entrepreneurs addressing the mass market (i.e. the
ecopreneurs). Although the literature on sustainable entrepreneurship has claimed a favorable
role for the socially- and environmentally-concerned entrepreneur in the transformation toward a
green business setting, the pursuit to study the ecopreneurial practices has been limited. By
combining the literature on sustainable entrepreneurship with the empirical research on business
models, we explore the mechanisms of value creation and value capture by green and profit-
oriented businesses, and make several important contributions to the literature.

First, we demonstrate that business models of ecopreneurs do not only create value for
environmentally concerned consumers, but also transform some of the disvalue of non-eco-
products into value. The ecopreneurs in our sample replace disvalue by value by eliminating or
reducing the harmful effects of the production of food and beverages on the environment.
Second, we show that the internal source of advantage of ecopreneurs is their continuous and
personal commitment to sustainability goals, which distinguishes their business model from the
business models of non-eco-products. They position their offerings by either adopting a
differentiation-focused strategy or a cost-based strategy. Third, and building on Schaltegger’s
business case for sustainability, we identify different business cases of the ecopreneurs in our
sample. These ecopreneurs either aim to create a better world, or they aim to improve the present
state of our world, and they either achieve these environmental goals by considering making
money as a means or en end. Fourth, we also distinguish between different investment models
adopted by the ecopreneurs in our sample, based on their different environmental scope and their

different time and size ambitions. Finally, on the basis of our analysis of these business model
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elements, we offer four varieties of the ecopreneurial business model: the income model, the
subsistence model, the growth model and the speculative model.

Following from the varieties in ecopreneurial business models, the interactive nature of
environmental circumstances and economic motivations becomes clear: environmental
degradation offers new entrepreneurial opportunities, and new ecopreneurial activities are
required to circumvent further degradation. Furthermore, we observe how the gradual differences
in environmental goals and economic ends can lead to different approaches to capture value and
consequently to different degrees of effectiveness to transform the industry: exclusive priority to
environmental concerns with a small market impact may be as effective as a low environmental
priority with a larger market impact. Our article has shown that through an exploration of the
business models of ecopreneurs, we can grasp some of the complexity through which firms can

contribute to a more sustainable future.
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