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Abstract

The paper explains the concept of sustainable entrepreneurship, as a sub-concept
of social entrepreneurship. The factors influencing the development of sustainable
entrepreneurship are examined on the sample of 12,011 entrepreneurs and small
and medium-sized enterprises (SMEs) offering a “green product” in 37 countries.
The data used in the study are from the Flash Eurobarometer Report 426 (SMEs,
Resource Efficiency and Green Markets). The results revealed that, according to
the perception of sustainable entrepreneurs, the biggest impact on starting and
developing a business in the environmental sphere can have: financial incentives,
measures related to easier market access, technical assistance in the development
of “green product”, and advisory assistance in marketing and distribution of
“green product”.
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nomoh y paseojy ,3eneHoz npouzgooa’ u casemooasra nomoh y obracmu
MapkemuHea u oucmpubyyuje ,, 3e1eHoe npouzeooa .

Kayune peuu: oopocuso npedysemuuuimeo, 3eneHi npousgoo, QuHaHCUujcKu
noocmuyaju

Introduction

The massive use of fossil fuels during the 20" century caused the “greenhouse
effect”, worrying about climate change, and many other environmental problems. This
has led to the actualization of the issue of sustainable development (Krsti¢ & Ivanovi¢-
buki¢, 2011). To address this issue, several declarations have been adopted (UN
Convention on Climate Change in Rio de Janeiro, Kyoto Protocol) committing states to
use natural resources more efficiently and encourage activities that lead to the preservation
of the environment. In most countries, environmental legislation is in force, which
obliges economic entities to respect environmental principles, i.e. to reduce the emission
of harmful gases, increase energy efficiency, and increase the efficient use of natural
resources. At the same time, a large number of incentives are provided for companies
that contribute to the protection of the environment, apply cleaner technologies, and
consume natural resources rationally. Also, incentives are provided for individuals who
introduce environmental innovations and start new businesses in which these innovations
are implemented, i.e. “sustainable entrepreneurs” (Hoogendoornet al., 2019).

Sustainable entrepreneurs are individuals who start a business to solve some
environmental problems (they offer so-called “green products”) in an economically
sustainable way (Hockerts & Wustenhagen, 2010; York et al., 2016). These socially
and environmentally conscious individuals fulfill a vital role in society because they
offer solutions to complex environmental problems which are neglected or ignored by
government, existing companies, or society (Shepherd & Patzelt, 2011). More broadly,
they are motivated to contribute to sustainable development, i.e. “meeting the needs of
present generations without compromising the ability of future generations to meet their
own needs” (WCED, 1987, p. 43).

Sustainable entrepreneurship is of great importance for society and the
environment. However, establishment and development of a business in the field of
ecology are influenced by a much larger number of factors compared to the development
of a classic commercial company. In order to stimulate the establishment of companies
that offer “green products” and encourage their development, it is necessary to identify
the factors that have the greatest impact (both positive and negative) on their business.
The subject of this paper is the identification of key success factors of companies in the
environmental sphere.

The paper is structured as follows. After the brief explanation of the concept of
sustainable entrepreneurship, the analysis of the factors that have a stimulating and
limiting effect on the development of sustainable entrepreneurship will be presented.
Finally, based on Flash Eurobarometer data, the success factors of companies offering
“green products” in 37 countries will be analyzed and discussed.
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1. Literature review

1.1 The roots of sustainable entrepreneurship

Many countries in Europe in the 1980s had a problem with unemployment, which
they could not solve with the existing mechanisms of social policy. New solutions had
to be found that would enable certain social groups (such as: long-term unemployed
people, low-skilled workers, people with disabilities, people older than 50, members
of ethnic communities, single parents, spouses from families in which both spouses are
unemployed, people who have been serving a prison sentence, people who face existential
difficulties due to addiction to alcohol, drugs or other intoxicants, after completing rehab
programs, etc.) to participate in the labor market (Certo & Miller, 2008). As a possible
solution to this problem, it has begun the establishment of social enterprises.

Social enterprises appeared as innovations in the public sector, whose primary goal
was to care for socially vulnerable groups and to train people who were disadvantaged
in society and could not be self-employed. The first social enterprise was founded in
1991 in Italy in the form of a cooperative (cooperative sociale) and was called a social
cooperative. Very soon, the establishment of social enterprises has begun in other
European countries (Raicevi¢ & Glomazi¢, 2012, p. 7).

Initially, social enterprises were founded and financed by the state, but very
quickly members of civil society (citizens, informal groups, associations, etc.) organized
themselves. They independently established social enterprises in various legal forms in
order to enable employment of people who were long-term unemployed and facilitate
their inclusion in social flows (Hjorth, 2013; Monzon & Chaves, 2017), or offered goods/
services to the most vulnerable social groups (children without parental care, people
older than 70, homeless people, people with special needs, etc.), at relatively low prices
or completely free of charge, and facilitated overcoming the institutional vacuum (Kolin
& Petrusi¢, 2008).

These individual initiatives included finding new and original ideas for solving
social problems, starting a business while providing all the necessary resources and
bearing the risk of failure of such business. In other words, they had all the elements of
entrepreneurial activity, so they began to be considered as a form of entrepreneurship
(Austin et al., 2006). Unlike traditional entrepreneurial ventures who were aimed
at making a profit, these initiatives were aimed at solving social problems (Certo &
Miller, 2008). Also, unlike traditional entrepreneurs who employed the most productive
workforce, these entrepreneurial initiatives gave preference to members of hard-to-
employ social groups (Mair & Marti, 2006; Austin et al., 2006). Since, the elements
of traditional entrepreneurship were applied in the social sphere, the term social
entrepreneurship appeared (Zahra et al., 2009; Elkington & Hartigan, 2008).

The benefits of implementing an individual entrepreneurial initiative in the social
sphere, to solve social problems, were noticed by many international institutions, and
hence they have started working on its promotion and development by implementing
incentive measures (Hjorth, 2013). These measures have resulted in the emergence of a
large number of social enterprises and entrepreneurs who are focused on solving social
problems (EC, 2013). The diversity of social problems resulted in establishment of social
enterprises with very different social missions. Among them, social enterprises in the
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field of ecology stand out. The increase in the number of social enterprises in the field of
ecology has led to the emergence of a new concept called sustainable entrepreneurship.

1.2. The development of sustainable entrepreneurship

Sustainable entrepreneurship implies “discovering, creating and using
entrepreneurial opportunities that contribute to the sustainability of the environment”
(Groot & Pinkse, 2015, p. 634). Sustainable entrepreneurs are motivated to have a
positive impact on complex and often interrelated social and environmental issues,
such as climate change, nuclear radiation, unequal access to health care and education,
poverty and long-term unemployment (York et al., 2016).

According to Hockerts and Wustenhagen (2010), sustainable entrepreneurship
originated in the field of social entrepreneurship as a concept that solves a group of social
problems related to the environment by offering environmentally sustainable “green
products” (such as waste recycled products, electricity from renewable sources, etc.).
Social and sustainable entrepreneurship share focus on solving social problems and strive
to increase the quality of life for the benefit of others, unlike commercial entrepreneurs
whose goal is to make a profit (Groot & Pinkse, 2015; Santos, 2012; Schaltegger &
Wagner, 2011). Also, the common goal of social and sustainable entrepreneurs is to
employ members of marginalized social groups, as opposed to commercial entrepreneurs
who employ the most productive workforce (Dacin et al., 2010).

Despite many common features, social and sustainable entrepreneurship differ in
many aspects, including the domain of social goals. Social entrepreneurs have primarily
the goal of increasing social and economic equality in society, by creating various forms
of social benefits through solving social problems, such as increasing access to health
care or providing sanitation and water in areas where it is needed (Thompson et al.,
2011). Whereas, environmental entrepreneurs want to protect the natural environment
or recover natural ecosystems (York & Venkataraman, 2010). They do so in a for-profit
context that combines the creation of environmental and economic value (York et al.,
2016).

Sustainable entrepreneurs explicitly focus on a combination of social,
environmental, and economic goals (Shepherd & Patzelt, 2011) and formulate this as
“preserving nature and communities in search of opportunities to create future products
and services, with profits largely reduced to economic and non-economic the gains of
individuals, the economy and society”. As such, sustainable entrepreneurs are of great
importance to the community (they help solve the chosen environmental problem, often
employ members of hard-to-employ groups and organize business in an economically
sustainable way).

Schaltegger and Wagner (2011) indicate that the survival of a company in the
environmental sphere depends on the success of balancing the rational use of resources
(to gain a competitive advantage) and the success in solving the chosen environmental
problem/characteristics of a green product (to gain the trust of local stakeholders and
built legitimacy in society). In other words, the survival and success of sustainable
entrepreneurs are conditioned by the action of a large number of economic and social
factors.
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2. Methodology

2.1. The development of hypotheses related to the success factors of
sustainable entrepreneurship

Sustainable entrepreneurs introduce eco-innovation to make it easier to solve
environmental problems, often employ hard-to-employ people, and at the same time
strive to make a profit to make their business economically viable (Groot & Pinkse, 2015;
Dean & McMullen, 2007). The presence of dual goals (economic and environmental
(social)) also creates additional challenges compared to commercial entrepreneurs. Also,
a larger number of support forms can be an incentive for the development of sustainable
entrepreneurship.

Previous research shows that financial incentives have a great influence on starting
new businesses (Stefanovi¢ et al., 2013). Lack of capital to start a business is one of
the most serious barriers for entrepreneurs. Barriers of a financial nature are even more
pronounced in social entrepreneurship (Dorado, 2006; Zahra et al., 2009) and sustainable
entrepreneurship (Groot & Pinkse, 2015; Dean & McMullen, 2007).

With regard to social entrepreneurship, several studies have shown that social
entrepreneurs face a much greater number of difficulties in obtaining financial resources
compared to commercial entrepreneurs (Dorado, 2006; Purdue, 2001; Sharir & Lerner,
2006). First of all, the return on investment in social enterprises is difficult to estimate
(because profit is not primary, as in commercial enterprises), which makes it difficult
or impossible for social entrepreneurs to access the capital market (Zahra et al., 2009).
When it comes to sustainable entrepreneurs, the situation is very similar. For example,
a survey in the UK led by Social Enterprise shows that funding is perceived as a strong
barrier to the growth of sustainable entrepreneurship (Leahy & Villeneuve-Smith, 2009).

In addition to difficulties with the lack of standardized measures for evaluating
results, similar to social entrepreneurs (Zahra et al., 2009), sustainable entrepreneurs
are hindered in attracting capital due to significant spillovers of values resulting from
the existence of positive externalities (Dean & McMullen, 2007). Positive externalities
create significant and desirable social gains. This problem, called the double external
problem (Rennings, 2000), is particularly relevant when considering natural resource and
environmental issues (Jaffe et al., 2005). As a result, favorable sources of funding and
grants can be extremely important for the development and creation of “green products”.
In this sense, our hypothesis is:

H1I: Financial incentives have the greatest impact on starting and developing a
business in the environmental sphere.

In addition to financial barriers, entrepreneurs face a large number of non-financial
ones, such as: prevailing industrial norms, that make it difficult to access the market;
administrative procedures, that slow down and increase the cost of starting a business;
legal regulations and their compliance, that affect unfair competition; and the like (Groot
& Pinkse, 2015; Hockerts & Wustenhagen, 2010).

Market access has a great impact on business development in the environmental
sphere (Hoogendoorn et al., 2019). If a company is established in social protection
or service industries, barriers to market entry are generally low, as capital investment
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is usually modest and often does not require a highly skilled workforce, competition
generally does not benefit from economies of scale, nor does it have well-known brands
and loyal consumers. Thanks to that, sustainable entrepreneurs can relatively easily
attract consumers and access the market.

However, starting a business in other industries (manufacturing, energy,
construction) can encounter numerous barriers related to: the use of public goods (nature
parks, protected ecological habitats, etc.), externalities effects, the monopoly power of
public enterprises (Dean & McMullen, 2007; Groot & Pinkse, 2015; Pacheco et al.,
2010). Also, certain barriers can be created by the lack of information important for
the economic viability of future business (for example, the cost of using certain natural
resources, their exhaustion, unclear property rights over certain resources and conditions
of their use, etc.), which discourages their decision to start a sustainable business (Cohen
& Winn, 2007). Adequate support related to market access, attracting consumers and
retaining them can have a huge impact on business development. In this sense, our next
hypothesis is:

H2: Assistance in identifying potential markets or customers has a significant impact
on the sales (placement) of “green products” and the development of sustainable
entrepreneurship.

The next factor that has a great impact on the development of companies in the
field of ecology is the knowledge and experience related to the development of the
“green product” (Edelman & Yli-Renko, 2010; De Marchi, 2012). Also, in this area there
may be very complex administrative procedures when starting a business. Starting a
business in some environmental areas, such as the use of natural resources and renewable
energy sources, requires a huge number of permits and approvals (Marin et al., 2015).
In countries where the number of administrative procedures is large, this can be an
extremely big barrier, as it increases the time and cost of starting a business (Rizos et
al., 2015). Therefore, technical support for the development of products, services and
production processes and assistance in resolving administrative procedures can be of
great importance for the development of business in the field of ecology. Accordingly,
our next hypothesis is:

H3: Technical support for the development of products, services and production
processes and assistance in resolving administrative procedures can be of great
importance for the development of business in the field of ecology.

Sustainable entrepreneurs help solve the problems of their social community, give
a certain contribution to society, and hence, they expect some support from the same
social community in promoting their products (Pacheco et al., 2010). Promoting “green
products” raises the awareness of the population (potential consumers) about the role
and importance of sustainable entrepreneurship and encourages the purchase of “green
products”, whose prices are usually not low (due to the large share of labor costs, because
many jobs are done manually) (Hansen & Schaltegger, 2013). Also, promotion organized
by local authorities can influence the trust of the population, potential consumers, towards
the products and services of sustainable entrepreneurs, which can be of great importance
in the initial period (Dean & McMullen, 2007; Groot and Pinkse, 2015; Pacheco et al.,
2010). Our last hypothesis is:
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H4: Consultancy services for marketing or distribution have a significant impact on the
development of sustainable entrepreneurship.

2.2. Model and variables

The Flash Eurobarometer data from 2015 are used for the analysis. The sample
includes 37 countries: The United States, 28 EU member states and eight non-EU
European countries (EC, 2015). The list of countries is presented in Table 1.

Table 1: List of countries included in the survey

No. | Country No. | Country No. | Country

1 Belgium 15 | Luxemburg 29 | Turkey

2 Bulgaria 16 | Hungary 30 | Croatia

3 Czech Rep. 17 | Moldavia 31 Macedonia
4 Denmark 18 | Netherlands 32 | Montenegro
5 Germany 19 | Austria 33 Serbia

6 Estonia 20 | Poland 34 | Albania

7 Ireland 21 | Portugal 35 | Island

8 Greece 22 | Romania 36 | Norway

9 Spain 23 Slovenia 37 | USA

10 | France 24 | Slovakia

11 Italy 25 | Finland

12 | Cyprus 26 | Sweden

13 | Lithuania 27 | Ukraine

14 | Latvia 28 | Great Britain

Source: Flash Eurobarometer 426: SMEs, Resource Efficiency and Green Markets.
Report https://ec.europa.eu/commfrontoffice/publicopinion/index.cfm/Survey/
getSurveyDetail/instruments/FLASH/surveyKy/2088/p/2

There were 13,114 companies in the sample, of which 201 (1.5%) were large
companies, medium-sized companies participated with 3.5%, small companies with
16%, while entrepreneurs accounted for 79% (of which as many as 83% were one-person
companies).

The number of entrepreneurs and SMEs offering a “green product” is taken as
a measure of sustainable entrepreneurship. These companies accounted for 28.24%.
Companies that plan to introduce a “green product” accounted for 7.7% (3,453) while
the remaining 64% were commercial companies that do not plan to introduce “green
products”. The analysis was done only on a sample of sustainable companies and
entrepreneurs. The structure of sustainable enterprises and entrepreneurs is presented in
Table 2.
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Table 2: Sample structure of sustainable enterprises and entrepreneurs by size

Category Participation in % | Number
Entrepreneurs 79 2,728
Small-sized enterprises 16 552
Medium-sized enterprises 3.5 121
Large companies 1.5 52
Total 100 3,453

Source: Flash Eurobarometer 426: SMEs, Resource Efficiency and Green Markets.
Report https://ec.europa.eu/commfrontoffice/publicopinion/index.cfim/Survey/
getSurveyDetail/instruments/FLASH/surveyKy/2088/p/2

Entrepreneurs’ perception about the support measures, which can contribute to
the development of their business, is analyzed. First, entrepreneurs were interviewed
about the way in which they provided resources and competencies for the development
of “green products” in the previous period. Only 23% (767) of entrepreneurs and SMEs
stated that they used external support, while the remaining 77% used their own resources
and competencies to develop “green products”. The forms of external support used by
sustainable entrepreneurs and SMEs are shown in Table 3.

Table 3: Forms of external support used by sustainable entrepreneurs and SMEs

Forms of external support Number | Structure

Public funding such as grants, guarantees or loans 92 12%
Private funding from a bank, investment company

; 115 15%
or venture capital fund
Private funding from friends or relatives 23 3%
Advice or other non-financial assistance from

. .. . 100 13%
public administration
‘Advice or other non-financial assistance from

. . . . 176 23%

private consulting and aydit companies
‘Advice or other non-financial” assistance from

. .. 207 27%
business associations
Other 54 7%
Total 767 100%

Source: Flash Eurobarometer 426: SMEs, Resource Efficiency and Green Markets.
Report https://ec.europa.eu/commfrontoffice/publicopinion/index.cfm/Survey/
getSurveyDetail/instruments/FLASH/surveyKy/2088/p/2

2.3. Results and discussion

Measures of descriptive statistics for perceived barriers and sustainability are
presented in Table 4.
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Table 4: Descriptive statistics

Total | Mean | Min | Max

1. Number of entrepreneurs and SME 12,011

1. Offer green product 3,392 | 107 16 208
2. Don’t offer green product, but plan to introduce it 927 34 4 61

3. Don’t plan to introduce green product 7,742 | 223 49 397
2. Forms of support 3,392

a) Financial incentives for developing products, services
or new production processes
b) Assistance in identifying potential markets or

1,183 52 4 97

1,069 | 38 3 69

customers

c) Techmcal support ff)r the development of products, 939 1 0 34
services and production processes

d) Consultancy services for marketing or distribution 764 32 1 64

Source: Flash Eurobarometer 426: SMEs, Resource Efficiency and Green Markets.
Report https://ec.europa.eu/commfrontoffice/publicopinion/index.cfim/Survey/
getSurveyDetail/instruments/FLASH/surveyKy/2088/p/2

Out of a total of 12,011 surveyed entrepreneurs and SMEs, 3,392 (26%) currently
offer “green products”, 927 SMEs (7%) plan to introduce “green products” in the next
2 years, while 7,742 do not plan to introduce “green products” in the near future. The
highest number of SMEs and entrepreneurs (SMEEs) offering “green products” was 208,
in Austria and the lowest in Montenegro, only 16. The largest number of SMEEs not
planning to introduce “green products” was in Hungary 377.

Major problems for SMEs are limited financial resources and difficulties in
securing resources for funding eco-innovation. As financial and other resources have to
be provided and invested well before generating revenue, SMEs are forced to provide
capital to finance environmental innovations from external sources. Another problem
that builds on the previous one is the difficulty for SMEs to access the capital market,
and hence, innovations are most often financed through bank loans or risk capital funds.
Additionally, innovation financing through bank loans is generally unsatisfactory due to
the high risk and unfavorable conditions for borrowing funds (Krsti¢ & Ivanovi¢-Dukic,
2011). For these reasons, SMEEs rarely decide to implement environmental innovations.

However, financial incentives would significantly affect the greater implementation
of environmental innovations. The largest number of sustainable entrepreneurs 1,183
(35%) believe that financial incentives can have a significant impact on the development
of the “green product”, which is in line with our first hypothesis. Among them the largest
number of sustainable entrepreneurs is from Ireland (97), and the smallest from Albania.

Also, a large number of sustainable entrepreneurs (1,069) believe that assistance
in identifying potential markets or customers can have a significant impact on the
development and marketing of the “green product”, which is in line with our second
assumption. The greatest importance is given to this factor in Ireland (69), and the least
(3) in Albania, Macedonia and Montenegro.

The situation is similar in the area of technical support for the development of
products, services and production, where 939 sustainable entrepreneurs believe that this
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measure can be important for the development of their business. The highest number of
SMEs is in France (84), and the lowest in Albania (0). Although, some SMEs are willing
and able to adopt sustainable practices, they generally face a lack of certain resources, i.e.
skills shortages and limited knowledge. Lack of appropriate skills and expertise usually
prevents entrepreneurs from acting in the field of eco-innovation, even when they are
aware that better environmental performance can lead to improved competitiveness. Free
technical assistance can help SMEs ensure their initial engagement in green practices
(OECD, 2015).

Finally, the smallest number of sustainable entrepreneurs gives importance to
advisory support in the field of marketing and distribution (764, i.e. 23%). The highest
number is in Austria and Finland (64), and the lowest in Serbia (1). Several studies
conducted in the UK have shown that SMEs mainly use the advice of their accountants
in most areas of their business (Spence et al., 2012). Accountants are the ones who
routinely give advice to SMEEs not only on taxation and financial management, but also
on a number of organizational issues, marketing, and strategic planning (OECD, 2015).

Conclusion

The concept of sustainable entrepreneurship, which refers to starting new
businesses in the environmental sphere to solve a certain environmental problem in
an economically sustainable way, is explained (Cohen & Winn, 2007). Sustainable
entrepreneurs have double goals — economic and environmental. For that reason,
establishment and development of their business are influenced by a much larger number
of factors compared to commercial entrepreneurs.

Based on Flash Eurobarometer (2015) data for 12,011 entrepreneurs and SMEs in
37 countries offering a “green product”, the impact of various factors that may influence
the establishment and development of business in the environmental sphere was
examined. According to the perception of sustainable entrepreneurs, the biggest impact
on starting and developing a business can have: financial incentives, measures related to
market access, technical assistance in the development of “green product”, and advisory
assistance in the field of marketing and distribution of “green product”.

In order to encourage the development of sustainable entrepreneurship and increase
the number of SMEE:s introducing “green product”, it is necessary to implement various
measures. The establishment of sustainable incubators is a measure that can stimulate
the establishment of new companies in the environmental sphere. The incubator can
offer various consulting services related to the development of “green product”, its
distribution, and sale. According to the opinion of entrepreneurs who currently offer
“green product” these support forms would be the most useful. Also, it is desirable to
offer a large number of financial incentives (in the form of subsidies, grants, favorable
sources of funding, guarantees, etc.), for the development and commercialization of
“green products”.
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