Sustainable Entrepreneurship: The New Economic Paradigm

Dr. Mario B. Curatolo
MBC Management Business Consultants

Introduction

The concept of sustainability is not new, but its incorporation in the economic culture of
businesses is rather resent. The culture of sustainability has matured as a result of the
internationalization and the consequent globalization of business activity.
Internationalization in this respect has represented the first step in a process of change in
the business culture of modern enterprises. The internationalization of business activity
resulting from the identification of new opportunities however, did not change the short-
term profit maximizing culture of entrepreneurs. In fact, the business management
culture of the international entrepreneur remained unchanged, as he continued to see his
role as that of an opportunity discoverer with the sole functional difference that now
business opportunities were discovered abroad rather than domestically.

The impact of firms having to compete internationally, inevitably, forced them to adapt
to new conditions of risk, uncertainty and change altering their business and
management culture. As firms had to penetrate and position themselves internationally,
they had to learn to understand competition beyond the traditional short-run profit
maximizing paradigm. Slowly but surely, the competing business culture of enterprises
began to change as the need to survive became more pressing than the need to maximise
profits. This altered not only the way entrepreneurs competed, but the way they
conceived the role of the firm, from a mere productive unit to a social unit, integrated in
a new wider political and socio-cultural context.

This cultural transition towards the globalization of firms’ activities limited the
possibility for firms to continue to bank on opportunity discovery to compete the way
they used to. As this new competitive context developed, it led firms to adopt a new
business culture paradigm centred more on opportunity creation than on opportunity
discovery to survive competitively.

As global firms embraced this new business culture paradigm, a new “proactive
entrepreneur” more concerned with creating than discovering business opportunities,
emerged. This new proactive market creator entrepreneur competed integrating his own
strategies with those of other firms in a cooperative effort (co-marketing) to guarantee
business survival in a more sustainable manner. By cooperating rather than competing
directly, this global entrepreneur was able to realise the advantages of relying on the
diversity of shared business experiences with partners and thus creating new business
opportunities than to adopt an old fashion head-to-head competition to compete
effectively.

The progressive adoption of this new competitive paradigm was sustained by the
development of a new corporate social responsibility among global firms as it became
more effective to turn cooperation into the engine of change of a new global sustainable
business culture.



Cooperation as opposed to confrontation has become the only way to guarantee firms'
long-term survival, as global entrepreneurs’ combined business and social interests
become part of a new sustainability strategy to render profit-making, socially desirable.

This paper seeks to argue that the intensification of competition on a global scale has
forced firms to reinterpret market reality as an opportunity to create a competitive
advantage through embedding sustainability in products and practices to achieve
financial success. By adopting innovative sustainable business practices, entrepreneurs
are now able to meet customer demands while having a positive impact on the
environment and society. Through the implementation of a fair trade-sustainability
procurement model, entrepreneurs can monitor the quality of global products and lower
their operating costs improving not only the quality of life of their workers but that of
their final consumers as well. This sustainability model by allowing lower dependency
on traders and other supply chain intermediaries helps entrepreneurs lower supply chain
costs and respond more quickly to customer preferences, guaranteeing firms’ long-term
survival.

Why sustainable entrepreneurship?

In trying to answer this question, it is necessary to understand the nature, motivation and
drivers of sustainable entrepreneurship that renderer it relevant to entrepreneurial study
not only in developed countries but increasingly more in developing ones.

Sustainable entrepreneurship is the result of an evolutionary process which has changed
the paradigm of modern business culture. The ecological aspects associated with
sustainable entrepreneurship, are, in part, responsible for shifting entrepreneurs’
economic vision away from the traditional profit-maximizing objectives.

To be able to understand how sustainability principles have become relevant to
entrepreneurs, one must refer to how entrepreneurship is defined in Schumpeterian
terms. By helping innovative ideas become reality while replacing conventional
business systems, making them obsolete (“creative destruction”, Schumpeter 1934), this
Schumpeterian understanding of the entrepreneur’s role act as an instrument that creates
new opportunities catalysing economic and social change.

This has resulted in the development of a sustainable entrepreneurship business culture
which has created a new breed of entrepreneurs (Ecopreneurs) committed to realizing
their ideas of changing the economy in order to make it more sustainable (Robert Isaak
1998, 2002).

The idea of “sustainability” was first introduced by the Brundtland commission in 1987
(World Commission on Environment and Development 1987) as the need firms had to
meet present demands without compromising the ability of future generations to meet
their own demands as well. To survive, therefore, firms would have to balance three
central objectives: society/ethics, economy and ecology (popularly quoted as “the triple-
bottom-line: People — Profit — Planet”). Unfortunately, only few attempts have been
made to explain the factors motivating entrepreneurial founders to undertake a start-up
that may qualify as sustainable in the comprehensive sense defined by the Brundtland
report (see for instance Clausen 2005). Despite this, the change in the corporate
behaviour of global firms towards paying more respect to ecological requirements is



indicative of the rising need of entrepreneurs to adopt new forms of environmental
management to survive competitively.

The dynamic evolution of global firms towards practices that are more environmentally
sound, however, are caused by “intrapreneurial” attitudes (entrepreneurial attitudes
within the global firm) that push entrepreneurs to create new business opportunities in
order to survive. The new business paradigm then becomes the need to achieve
sustainability as a business priority. In this context, as global firms seek to develop a
global product and a global customer, they will pull the whole market towards more
environmental progress, creating new opportunities by changing the industry rules and
thus, forcing competitors to follow up into the same direction.

Is there a New Economic Paradigm?

Entrepreneurship depends on whether opportunity creation or discovery by
entrepreneurs help firms meet present needs without compromising future ones. Thus,
different levels of sustainable development will arise from entrepreneurs behaving like
market followers (opportunity discoverers) or market creators.

Entrepreneurship associated with opportunity discovery will confirms the reproduction
of an alert entrepreneur, whose competitive capacity depends on seeing what others
miss. Entrepreneurship associated with opportunity creation relies on a new type of
entrepreneur who uses available resources and abilities to form opportunities in order to
survive competitively. As long as the entrepreneur moves in a stable market context
with underutilised capacities, exogenous opportunities will always be there to be caught
by an alert entrepreneur. However, when markets mature and exogenous opportunities
become scarce, competitive survival will increasingly depend on the ability of
entrepreneurs to endogenously bring opportunity into being .... (Baker and Nelson,
2005; Sarasvathy, 2001). The globalization of business activity has intensified
competition rendering even more difficult the creation of opportunities through “go it
all alone” strategies. Single global enterprises have been force to resort to co-marketing
and cooperative strategies with other firms to compensate their inability to compete
(create new business opportunities) single-handed. Recent work by Alvarez (Alvarez et
al., 2013) suggests that the intensification of competition in the global market context is
changing the way entrepreneurs are competing to survive. Competition through
opportunity creation is now being replaced by competition based on ambidextrous
strategies which allow the entrepreneur to simultaneously engage in opportunity
discovery and creation to outperform the competition.

The question at this point is how the entrepreneur’s way to exploit business
opportunities helps explain how he has come to embrace sustainable entrepreneurship
principles as part of his business management culture

By bringing opportunities into being through a creative process that relies on the
entrepreneur’s efforts and actions (Sanz-Velasco, 2006; Sarasvathy et al., 2010; Dutta
and Thornhill, 2014), business opportunities are increasingly perceived as imagined
possibilities that take shape based upon enacted actions.

Though the viability of newly formed ideas is likely to be uncertain, the intensification
of competition and the need to survive has forced the entrepreneur to initiate a
transformative and sense making processes to create new opportunities (Alvarez and
Barney, 2007; Klein, 2008; Wood and McKinley, 2010; Shane, 2012). It is in this way,
that the entrepreneur now experiments and changes direction (Dyer et al., 2008)
engaging in an iterative learning (Sanz-Velasco, 2006; Mitchell et al., 2008) which
helps him conceive new forms of sustainable business opportunities which could not



have existed without his action. This is how a pro-active entrepreneur becomes an
integral part of the opportunity creation of a sustainable viable business.

Since sustainable entrepreneurship results from the simultaneous discovery and creation
of business opportunities, such experience can develop anywhere. The way
entrepreneurs think and process information helps them engage simultaneously in
competing strategies. Through this ambidexterity strategy, the organizations they
manage are able to cope with the contradictory tensions derived from trying to reconcile
profit maximization with social welfare to achieve sustainable development.

Sustainable entrepreneurship arises from:

Global entrepreneurship Traits
. Self Efficacy
. Risk propensity
. Exploring
. Shared Experience

which allow the application of

Ambidexterity strategies to create and identify

sustainable business opportunities

To take
advantage of

Growth expectation
through
Sustainable entrepreneurship

New sustainable ventures need entrepreneurs capable of handling organizational
ambidexterity given the uncertain context in which business opportunities are perceived.

From globalization to sustainable entrepreneurship

As globalization of business activity increases social and cultural interconnectedness,
political interdependence and economic, financial and market integration, it has changed
the way firms compete. This in turn has had an impact on people’s ways of living
spurring nations increasingly to establish new national policies which have led global
firms to embrace sustainability as an integral part of their new global business
philosophy.



Conclusion

Due to the emergence of global market opportunities and global market threats, firms
have been forced to respond quickly to remain competitive. Unlike other
environmental changes, the effects of globalization have being more fundamental in
terms affecting every individual, business, industry, and country through the
development of a new sustainability business model (new economic paradigm). The
hyper competitive nature of business environment is forcing firms to adopt not only
investments in new technologies, downsizing and reengineering strategies, but
increasingly resort to network alliances as part of new cooperative business philosophy.

These new business practices are shifting the nature of business strategies from
international to multinational to global to alliance formation to achieve sustainable
development.

The question of whether sustainable entrepreneurship is an expression of a new
economic paradigm, responds to the need to highlight how globalisation has
made business alliances an integral part of modern firms’ strategy not only
to better satisfy customers needs but to achieve a sustainable competitive
advantage. Besides this, as it has become more difficult for firms to stay
competitive in this era without allying themselves with other firms, this, has
reinforced a sense of business interdependence not only with other firms but with
society and customers in general, thus reinforcing an economic paradigm shift.

The urgency with which modern firms seek to achieve superior competitive
performance in the present business environment only reinforces the existence of this
paradigm shilt.

In the context of this new economic paradigm, sustainable entrepreneurship is rendering
natural for firms to manage relationships with partners, customers, and different parties
in the value chain, increasing cooperation both vertically and horizontally to
reinforce their sustainable competitive capacity.

The new economic paradigm in which sustainable entrepreneurship has
developed, has risen from the need of firms to succeed in international markets,
through cooperating with other firms and/or with governmental agencies in a
sustainable manner.
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