Adm. Sci. 2015, 5, 286-300; doi:10.3390/admsci5040286

administrative
sclences

ISSN 2076-3387
www.mdpi.com/journal/admsci

Article

The Role of Sustainable Entrepreneurship in Sustainability
Transitions: A Conceptual Synthesis against the Background of
the Multi-Level Perspective

Jacob Horisch

Department of Business Economics, Faculty of Human Sciences and Social Sciences,
Alanus University of Arts and Social Sciences, Villestrae 3, Alfter 53347, Germany;
E-Mail: jacob.hoerisch@alanus.edu; Tel.: +49-222-293-211-671;

Fax: +49-222-293-211-642

Academic Editor: Joseph Roberts

Received: 24 August 2015 / Accepted: 9 November 2015 / Published: 17 November 2015

Abstract: This paper conceptually synthesizes prior studies on sustainable
entrepreneurship against the background of the multi-level perspective. It thereby relates
separate streams of literature on sustainable entrepreneurship, sustainability
transformations and ecopreneurship, which have previously not been systematically
connected and synthesized, to the multi-level perspective. The paper furthermore provides
suggestions on how the multi-level perspective can be advanced based on the inspirations
of these previously only sparsely-connected streams of literature. Finally, implications for
entrepreneurs, academia and politics are presented: means to increase the contribution of
sustainable entrepreneurship to sustainability transitions are suggested, and the importance
of growth and degrowth is discussed in the context of sustainable entrepreneurship.
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1. Introduction

Numerous environmental problems remain unsolved, such as climate change or resource scarcity,
and many global social grievances, which hinder current generations in developing countries to meet
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their needs, persist, such as compulsory work. Therefore, researchers from various disciplines
emphasize that a shift towards a more sustainable development has become inevitable. Sustainable
development can be described as “a development which meets the needs of current generations,
without compromising the ability of future generations to meet their own needs” [1]. Given the
severity of sustainability-related challenges, scholars increasingly agree that not only incremental
changes are required, but entire socio-technological transitions, e.g., [2—4]. Such transitions are defined
as “major, non-linear changes in societal cultures, structures and practices [...] that arise from the
coevolution between economy, society and ecology” [4], (p. 22). Consequently, sustainability transitions
are defined as transitions that lead to more sustainable systems of production and consumption [5].

While literature increasingly deals with sustainability transitions and emphasizes the necessity of
transitions to take place, e.g., [3], a common criticism concerning this literature is its neglect of agency
and actors [6-9]. However, actors are a crucial leverage point for sustainability transitions, because
transitions will be brought forward by actors and their interactions. As the business-related literature
on sustainability transitions and transformations has primarily focused on large companies, e.g., [4,10]
(for recent exceptions, see, for example, [11,12]), this paper uses the multi-level perspective
(MLP) [3,4] to examine how sustainable entrepreneurship can support sustainability transitions. With
reference to Patzelt and Shepherd [13] (p. 632), sustainable entrepreneurship can be defined as “the
discovery, creation and exploitation of opportunities to create future goods and services that sustain the
natural and/or communal environment and provide development gain for others.” The MLP is used as
the theoretical framework, as it combines different theoretical streams ranging from long-wave theory
on techno-economic paradigms to sociological theories, such as new institutionalism or evolutionary
economics [3], and, thus, provides an inclusive framework that allows one to comprehensively assess
the contribution of an actor group to sustainability transitions and to include further theoretical
considerations. Thus, using the MLP allows analyzing the influence of these actors with regard to
different dimensions of sustainability transitions (e.g., technology, culture, policy).

The paper proceeds as follows: The next section summarizes the literature on sustainable
entrepreneurship and sustainability transitions. In Section 3, the theoretical framework of the MLP is
introduced. Section 4 synthesizes the existing knowledge on sustainable entrepreneurship to analyze
the role sustainable entrepreneurship can play for sustainability transitions. Finally, the discussion and
conclusions in Section 5 provide implications on how entrepreneurs, politics and academia can support
sustainability transitions.

2. Literature Review

The literature has identified factors that play a crucial role for transitions to take place (technology,
science, consumer preferences, policy, socio-cultural regimes) and emphasizes that changes
concerning all of these aspects are needed to create transitory processes [3]. These factors in turn can
be influenced by different societal actors. In the case of sustainability transitions, the importance of
large companies is frequently emphasized, e.g., [3,4,14]. Geels [3] (p. 25), for example, states that “the
empirical domains where sustainability transitions are most needed [...] are characterized by large
firms”. This poses the question of whether entrepreneurship and start-ups are, in turn, unimportant for
sustainability transitions.
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Hockerts and Wiistenhagen [15] discuss the contributions of small, emerging firms (entrants) and
large, established firms (incumbents) to sustainability transformations. However, this debate on
sustainability transformations [15-17] has so far not systematically been linked to the existing
knowledge on the MLP of sustainability transitions [3,4]. While the sustainability transformation
literature is primarily concerned with the transformation of industries, e.g., [15,16], the transition
literature takes a somewhat broader perspective, which includes other spheres, as well, such as ecology
and society, e.g., [3,4]. In the context of sustainability transformations, Hockerts and Wiistenhagen [15]
(p. 481) find that smaller, less established businesses, i.e., entrants, are more likely to “pursue
sustainability related opportunities”. As entrants do not need to fear destroying their own, established
business models, they are able to bring about radical sustainability-oriented innovations (SOI) and,
thus, put pressure on incumbents. According to Hockerts and Wiistenhagen [15], entrant companies are
frequently run by idealistic entrepreneurs. These ventures thus experience high levels of credibility and
set high sustainability standards. Therefore, they usually do not aim at the mass market, but act within
their market niche. Klein Woolthuis [18] identifies two drivers of SOI by new businesses: First, the
public awareness for sustainability creates market opportunities. Second, sustainability-oriented
entrepreneurs need to be convinced that these opportunities can be pursued in a profitable manner. In
contrast, common barriers that lead to the failure of sustainable start-ups are the dominance of large,
incumbent firms that act in closed networks, a lack of vision and ambition in regulation, as well as old
routines and beliefs among business actors [18]. Hockerts and Wiistenhagen [15] (p. 488) conclude
their description of entrants by stating that they are particularly important to “kick off sustainability
transformation”.

In contrast, according to Hockerts and Wiistenhagen [15], incumbents, i.e., large, established firms,
are unlikely to bring about radical, transformative sustainability-oriented innovations. Due to past
investments, they are bound to their existing assets, which are not related to sustainability
transformation. As incumbents are usually reluctant to bring about their own sustainability-oriented
innovations, they are challenged by the new products and services of entrants. The strength of
incumbents, however, is their ability to pursue process innovations, which enable these actors to copy
existing products and services of entrants in an economically-efficient manner.

Connecting the transformation [15—17] with the transitions literature [3,4] allows addressing the
criticism of Hockerts and Wiistenhagen’s [15] approach that large companies themselves are also able
to pro-actively address sustainability challenges, e.g., [19], as the MLP identifies different possible
roles for large companies [10].

Similar to the discussion brought forward by Hockerts and Wiistenhagen [15], the literature on
ecopreneurship deals with the role of entrepreneurship for sustainability, e.g., [20,21]. The term
ecopreneurship is defined as entrepreneurial, market-oriented activity that places the solution of
environmental problems at the core of the respective business activity and strives for market
leadership [20]. Schaltegger [20] (p. 46) describes ecopreneurship as the most consequent form of
environmental management as ecopreneurial companies and actors create “new products, services,
techniques and organizational modes that substantially reduce environmental impacts and increase the
quality of life” and thus go beyond incremental improvements, which are frequently characteristic of
environmental management in large companies. In addition to ecopreneurship, the following two
forms of sustainability-oriented entrepreneurial activity (i.e., alternative actors; bioneers) are
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distinguished in the ecopreneurship literature, based on their market impact and environmental
orientation [20,21]. All three forms of sustainability-oriented entrepreneurial activity (alternative
actors; bioneers; ecopreneurs) show high degrees of environmental orientation, which is usually
“assessed on the basis of environmental goals and policies, the ecological profile of the range of
products and services, the organization of environmental management in the company and the
communication of environmental issues” [20] (p. 45). However, these types of entrepreneurial activity
differ with regard to their market impact, which is reflected in the level of sales and market shares.
Alternative actors, sometimes also referred to as activists, are characterized by low levels of market
impact, i.e., for instance, low market shares, but high degrees of environmental orientation. They are
described as strongly motivated by ethical values and as opposing the establishment. Marketing is
frequently rejected, and trade (if at all) is restricted to a clearly-defined community (e.g., personal
contacts, bartering clubs) [20]. Bioneers share the alternative actors’ high degree of environmental
orientation. Their goods and services are traded on conventional, but usually small markets (e.g., local
communities, strongly environmentally-oriented milieus) [20]. As bioneers frequently follow the idea
of “small is beautiful”, cf. [22], bioneers show only moderate levels of market impact, even though
their venture may be based on a well-functioning business model [20]. In contrast to alternative actors
and bioneers, ecopreneurs combine high degrees of environmental orientation with the ambition to
create high market impacts [20].

In addition to the ecopreneurship literature, which values and supports the growth of
sustainability-oriented ventures, a debate on degrowth [23-25] has emerged, which considers
economic growth as one of the core barriers to sustainable development. Schneider et al. [26] (p. 511)
define degrowth as an “equitable downscaling of production and consumption”. Others, e.g., [27,28],
emphasize that a selective degrowth is needed, which not only entails economic shrinkage, but also a
shift towards a qualitatively different economy.

The above literature review documented that a growing level of knowledge on entrepreneurship
explicitly aiming at sustainability has been created. However, these previously distinct streams of
literature have only recently been examined together, primarily in the context of strategic niche
management, e.g., [29,30]. Thus, further research is needed to systematically connect sustainable
entrepreneurship with the sustainability transitions debate. The ecopreneurship literature, for example,
has not yet been analyzed against the backdrop of the MLP on sustainability transitions. Consequently,
Loorbach and Wijsmann [4] (p. 27) emphasize that “the relationship between societal transitions and
the role of business needs further exploration” and continue that within this context, special attention
should be drawn to how the size of the firm influences “its possibilities to play an active role” in
sustainability transitions. The next section will therefore summarize the theoretical approach of the
MLP to enable a theory-led analysis of the role of entrepreneurship in sustainability transitions in
Section 4.

3. Theoretical Background: The Multi-Level Perspective

To analyze and synthesize prior studies on entrepreneurship and sustainability in this article, the
MLP, e.g., [3,4,31], serves as a theoretical framework for investigating the role of entrepreneurship in
sustainability transitions. The early works on the MLP, which form the basis of the theoretical
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approach, do not focus on sustainability transitions, but deal with sociotechnical transitions in general,
e.g., [31,32]. Today, the MLP receives growing attention, particularly in the context of sustainability.
Geels [3] highlights specific characteristics of so-called “sustainability transitions” (see also [10]):
First, sustainability transitions are goal-oriented. In contrast, most of the past transitions emerged as
open-ended. Second, the goal of sustainability transitions is a collective good. Thus, the individual user
benefits from sustainability-oriented innovations, and new sustainable solutions can frequently be
hidden from the consumer or pose only indirect benefits, which not only serve the consumer, but also
the wider community. Therefore, in the context of sustainability transitions, regulations that set legal
and economic incentives are of particular importance [3]. Third, many authors highlight the
importance of not only technological, but also behavioral change and grassroots innovations for
sustainability transitions, especially for the context of renewable energy transitions, e.g., [33-35].

Like conventional transitions, sustainability transitions result from interaction processes between
three different socioeconomic levels, which build a nested hierarchy: micro-level niches, meso-level
regimes and macro-level landscapes (see Figure 1) ([3]; see also [10]). Regimes are frequently
described as the dominant structure among these three levels [4]. Geels [3] (p. 26) defines them as
“established practices and associated rules that stabilize existing systems”. Micro-level niches are
“practices or technologies that deviate substantially from the existing regime” [3] (pp. 26—27) and
provide protected room for learning processes and radical innovations [3]. Lastly, the sociotechnical
landscape is described as the “external environment that influences interactions between niche(s) and
regime” [3] (p. 27). Exemplary features at the landscape level are societal values, political ideologies
or macro-economic patterns [3].

Macro-level: Landscapes
autonomous trends, paradigms,
slow changes

Meso-level: Regimes
Dominant structure, culture and

Q practices

Micro-level: Niches
Innovative ideas, projects,
technologies, niche actors

Figure 1. The multi-level perspective (MLP) framework, based on Loorbach and Wijsman [4] (p. 23).

Loorbach and Wijsman [4] describe three dominant mechanisms of change that transitions can
follow, i.e., system innovation, optimization and reconfiguration. System innovation, which transforms
the entire system and thus creates rapid, radical and transformative changes, is usually created at the
niche level [3]. Due to their stabilizing function, changes at the regime level usually occur
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incrementally. Similarly, at the landscape level, slow changes dominate. Therefore, optimization,
which increases stability, and reconfiguration, which is adaptive and dynamic, are usually found at the
macro-level of landscapes and the meso-level of regimes [3].

A frequent criticism of the MLP is its alleged lack of agency, e.g., [6—8]. Proponents of the MLP,
such as Geels [3] (p. 29), responded that “the MLP is shot through with agency”, as, for example, the
interactions between the different levels, and the routines the MLP describes are always created by the
activities of actors. However, the roles of specific actors, particularly those in the micro-level niches,
have only scarcely been discussed explicitly. Lawhon and Murphy [14], as well as Loorbach and
Wijsman [4] argue that large companies are central actors for transitions. They not only act at the
dominant meso-level of regimes, but are also found to frequently govern these regimes. According to
Lawhon and Murphy [14] and Loorbach and Wijsman [4], large companies are able to support
transitions by accelerating sustainability-oriented innovations.

Start-ups are expected to be important actors at the niche level [3,31]. However, the role of
entrepreneurship and start-ups in the MLP has only been discussed in a few publications, which build
on case studies of specific industries. Gibbs and O’Neill [36] analyzed the role of green
entrepreneurship in the green building sector. They found that the boundary between green and
conventional entrepreneurship is not that clear-cut in the green building sector and highlighted that
differing interests might exist within micro-level niches. Similarly, Witkamp et al. [37] investigated
the phenomenon of social entrepreneurship in The Netherlands against the backdrop of the MLP to
analyze how strategic niche management can be applied in the context of social innovation. They
identified a social entrepreneurship niche in The Netherlands and forecast the growing importance of
this niche. Additionally, they highlighted that the MLP too strongly focuses on technological
innovations, as numerous radical sustainability-oriented innovations are rather social innovations than
technological ones. Other studies, e.g., [38,39], investigate the role of grassroots initiatives at the
niche-level (e.g., car clubs, wind energy initiatives). However, these studies have not been conducted
against the background of, or been systematically connected with, the MLP. Consequently, these
primarily industry-specific case studies do not systematically answer the general questions (and do not
aim at doing so) of what kind of changes sustainable entrepreneurship and sustainable start-ups are
most likely to bring about when considered from the MLP, what the MLP can tell about the role of
sustainable entrepreneurs and start-ups in sustainability transitions, what contribution these phenomena
can deliver to sustainability transitions and how this contribution can be increased.

4. Analysis: The Role of Start-Ups in Sustainability Transitions

Synthesizing the existing knowledge on sustainable entrepreneurship against the background of the
MLP allows one to position start-ups within the MLP framework (Figure 2). Earlier works on the MLP
identified and graphically conceptualized actors at the regime level, i.e., producer networks, suppliers,
user groups, societal groups, public authorities, research networks and financial networks [31]. In
contrast, the actors operating at the niche level are usually not graphically included in the MLP
framework. Based on Geels [3], start-ups, as well as R&D departments and spin-offs of large
companies can be expected to primarily operate at the niche level. However, even though it is these
actors at the niche and at the regime level whose interactions will cause sustainability transitions, they
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have not been integrated in the most common MLP framework before (compare Figure 1). Figure 2
addresses this issue and incorporates actors in the MLP framework. As documented in Figure 2,
sustainability-oriented start-ups can be expected to primarily operate within micro-level niches.
Obviously, start-ups might also act at the regime level (e.g., supplying larger companies with inputs),
but the innovating, creatively destructing role of sustainable start-ups [15,20,21] is most likely to be
fulfilled at the niche level.

Macro-level: Landscapes
autonomous trends, paradigms, slow

changes

inancial
EElCtWOI‘k .

Research
L1 network .

Meso-level: Regime
Dominant structure, culture and
practices

Societal
. groups

&,;rr

Start-
ups % R&D <
Depart- 4
ments
Alternative
user groups

Micro-level: Niches
innovative ideas, projects, technologies, niche actors

Spin-
offs

Figure 2. Actor perspective on the MLP framework. Notes: Own illustration based on
Geels [31] (p. 1260) and Loorbach and Wijsman [4] (p. 23). The circles represent different
groups of actors; the squares specific actors. The grey arrow in the background depicts a
typical course of transitions. The red arrows show the potential influences of exemplary
actors on pushing or pulling SOIs. The boundaries of the three levels are shaded in grey to
signal their permeability.

Analyzing the existing ecopreneurship and sustainable entrepreneurship literature furthermore
allows exploring how start-ups can support sustainability transitions. Thereby, such an analysis offers
additional insights to the MLP (which are incorporated in Figure 2): First, due to their past investments
and path dependencies, large companies cannot be expected to bring about transformative SOIs [15].
This provides start-ups with the potential to fulfill this function of generating transformative SOIls
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(primarily product and service innovations). However, generating such SOIs will not support
sustainability transitions if these transitions are only taken up to an irrelevant degree. This highlights
the importance of the second mechanism of how sustainable start-ups can support sustainability
transitions, i.e., increasing the market effect.

The ecopreneurship literature identifies two dimensions of entrepreneurial activity that can also be
applied to sustainable entrepreneurship, i.e., the market impact and the sustainability effect, cf. [20,21].
Analyzing the interplay between these two dimensions reveals interesting implications. For start-ups
that provide products or services with positive sustainability effects (i.e., positive environmental and/or
social externalities), the overall contribution to sustainability transitions amplifies with increasing
market shares as the sustainable products and services of ecopreneurs replace comparatively
unsustainable products and services. This highlights important consequences for sustainability activists
and bioneers. Sustainability activists frequently supply products or services with positive sustainability
effects or significantly lower negative effects than conventional competitors (e.g., organic allotments,
which increase local biodiversity, or neighborly car sharing, which reduces the pollution created by
other actors). However, the market effect of such activities is clearly limited, because trading is
restricted to clearly-defined communities, such as personal contacts, and marketing is usually rejected.
As typically a no profit orientation is chosen, or this is at least not the motivation for starting the
venture, there is no monetary incentive to increase the market effect, and the positive sustainability
effect is thus limited to a quantitatively marginal group. Similarly, bioneers usually also follow high
sustainability standards, but deliberately restrict the market impact of their venture to small user
groups, such as local communities, without the ambition to extend the market impact to further groups.
Thus, for bioneers, as well as for activists, it is unlikely that they can put market pressure on actors at
the meso-level. In contrast, ecopreneurs aim at increasing their market share and achieving market
leadership while still having high sustainability standards. Thereby, they frequently make use of
economies of scale and provide sustainable products to consumers who have not consumed sustainable
products before. The German organic lemonade “Bionade”, for example, is nowadays not only
distributed in organic supermarkets, but also in conventional supermarkets in Germany, targeting
broader groups of consumers [40,41]. This highlights that if ecopreneurs who create positive
sustainability effects aim at market leadership, they will be able to increase their market impact, as
well as their overall sustainability effect and eventually become part of the meso-level regime. Thus, if
sustainable entrepreneurs aim at supporting sustainability transitions, this aim will most likely be met
with an ecopreneurial perspective if market leadership and, finally, reaching the meso-level regime are
envisaged. In conclusion, analyzing the interplay between the sustainability effect and market impact
highlights that both dimensions are strongly interlinked and that both dimensions are needed to
meaningfully contribute to sustainability transitions. Therefore, sustainable entrepreneurs are first
challenged to create products and services with positive sustainability effects (or at least substantially
lower negative sustainability effects as competing products and services) and second to distribute and
sell these products and services as widely as possible to develop a large overall sustainability effect
and a significant contribution to sustainability transitions. This goes to show that besides generating
transformative SOlIs, start-ups can also support sustainability transitions through pushing
transformative SOIs to the mass market if they take an ecopreneurial perspective. Obviously, start-ups
are not the only actors that can shift SOIs from niches to the regime level. Additionally, actors at the
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regime level, such as public policies and producer networks, are able to (and maybe even required to)
use their resources to pull SOIs to the mass-market of regimes (e.g., if large retailers include
sustainability-oriented products in their assortments). These phenomena are depicted by the red arrows
in Figure 2.

The current German debate on animal welfare displays typical characteristics of this
mechanism [42—44]. Since 2009, it can be observed that eggs produced by dual-purpose farms are
increasingly merchandised on the mass market. On these dual-purpose farms, the cocks are not
shredded immediately after birth, but raised for meat production. Obviously, farms that produce such
eggs for their local markets have existed ever since. However, recently, the products of dual purpose
farms were pushed to the mass market. In 2009 interpreneurs, i.e., entrepreneurial actors who build
networks [45], started to realize the market potential for marketing such products on the national
scale [42]. Soon, one of the biggest German organic supermarket chains, Alnatura, got interested in the
new products [44], and in 2015, the German minister of food and agriculture even announced that he
will legally abandon shredding new born cocks by 2017 [46]. Thus, the sustainability-oriented
interpreneurial initiative succeeded to push the innovation to the meso-level by aiming at market growth.

Another such example where ecopreneurial actors push SOIs to the market is the renewable energy
transition. Again, start-ups, such as Solar-World [47] or EWS [48], developed the ambition to leave
their niche and to push their products and services to the mass market. They successfully increased
their market share by replacing less sustainable means of energy production. Again, their push was
supported by a pull of regime-level actors, such as the German federal government introducing the
Renewable Energies Act [49], and large-scale energy companies, which started offering renewable
energy, as well (after many years of fighting the transition).

Third, these examples demonstrate that, besides creating direct contributions to sustainability
transitions by selling sustainable products and services (and thus, replacing unsustainable products and
services), sustainable entrepreneurship can support sustainability transitions by influencing other
important actors. Here, actors at the meso-level regimes, such as large companies, are of crucial
importance, as the meso-level regime is the dominant structure in sustainability transitions, and it is
frequently found to be governed by large companies [3]. Sustainable start-ups, in contrast, primarily
operate at the niche level. However, sustainable start-ups bear the potential to influence processes at
the meso-level of regimes if they influence actors at the meso-level.

Sustainable entrepreneurship can, for example, put pressure on large companies and their research
and development (R&D) departments by offering customers more sustainable (or substantially less
unsustainable) products. Thereby, start-ups can create a benchmark for competitors and increase the
sustainability expectations of user groups. This urges large companies to improve their own
sustainability performance and the sustainability effect of their products and services in order to be
able to cope with the new challenges created by sustainable start-ups. Large companies in meso-level
regimes might, for example, imitate the products and services of sustainable start-ups, which increases
the indirect market impact and the sustainability effects of sustainable start-ups.

Similarly, public authorities and standardizing bodies, such as the ISO (International Organization
for Standardization), are frequently influenced by sustainable entrepreneurship through the new state
of the art that sustainable start-ups introduce. Fair trade labels can serve as a good example for this
process, as they were first developed in and for a relatively small niche, but over time have become a
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standard that is also recognized by actors at the regime level. Additionally, sustainable
entrepreneurship can even act as a role model for the governmental welfare function. The concept of
micro-credits is a good example for this process, as it is nowadays applied by governmental
institutions after it had successfully been introduced and scaled by the Grameen Bank.

Fourth, applying an actor perspective to the MLP offers additional insights concerning its
conceptual framework (compare Figure 1). Earlier work on the MLP highlighted the existence of
numerous interactions between the micro-, meso- and macro-level [3,4,31]. An analysis of the role of
sustainable entrepreneurship in sustainability transitions reveals that the boundaries between the
different levels might be less clear-cut than expected in the current MLP literature, cf. [3,4,31].

Start-ups, for example, can be placed at the meso-level, e.g., if they supply or support large,
established companies. As described above, sustainable start-ups are, however, more likely to be part
of micro-level niches, bringing about radical, disruptive product or service innovations. Similarly,
while large companies belong to and might even govern meso-level regimes, their R&D departments
may be placed in a sustainability-oriented niche. While this article suggests that, even within niches,
established companies are unlikely to promote disruptive innovations, it can be in a company’s interest
to have connections to an innovative niche in order to be aware of new products and services and to be
able to pick up such new trends. To accelerate transitions, actors that are able to connect the different
levels, such as ecopreneurs or spin-offs of established companies, are of central importance, as they
can shift sustainable products and services to the meso-level regimes. This suggests that the three
levels of the MLP framework are not clear-cut, but that their boundaries are rather permeable. These
new insights into the MLP propose a few adaptations to Figure 1, such as the integration of the micro-
and meso-level actors and the permeability of the boundaries of the three levels (shaded in grey in
Figure 2).

While the graphical conceptualization in Figure 2 highlights the potentials of start-ups to contribute
to sustainability transitions, an important barrier exists that might hinder sustainable start-ups from
contributing to sustainability transitions, i.e., time. Based on the empirical investigations of past
transitions, e.g., [31], the process of transitions can very roughly be estimated to endure an entire
century. Sustainable start-ups, in contrast, usually face the challenge of surviving the first years after
market entry and will therefore most likely not be the actors that continuously support the lastingness
of a transition.

5. Discussion and Conclusions

The above analysis provides numerous implications for entrepreneurs, academia and politics. First,
the analysis of the ecopreneurship literature from the theoretical lens of the MLP highlights the
importance of the market effect for sustainable entrepreneurship. Thus, sustainable entrepreneurs with
the ambition to support sustainability transitions are challenged to envisage increasing their market
impact in order to achieve a meaningful overall sustainability effect and to be able to unfold positive
indirect effects (e.g., through putting pressure on competitors and public authorities). Thereby, it is
important to create individual user benefits through improving the sustainability performance in order
to set individual incentives for customers (without strong sustainability preferences) to consume
sustainable products. In contrast, entrepreneurs applying the principle of “small is beautiful”, cf. [22],
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to their businesses are unlikely to influence sustainability transitions. Consequently, sustainability
activists and bioneers are challenged to rethink their strategies, as within these groups, many
innovative, sustainable ideas exist that embody the potential to create solutions to sustainability
problems. However, frequently, a reluctance towards marketing and scaling these ideas can be found
among sustainability activists and bioneers, who are often motivated by strong commitments towards
the principles of sustainability and sometimes also by the idea of degrowth, cf. [15,20]. In addition to
these idealistic reasons, Hockerts and Wiistenhagen [15] provide the economic motives of sustainable
entrepreneurs to keep their market niches small. Sustainable start-ups might fear that strong growth of
their ventures and the respective niche might attract established companies. As these companies bear
the economic potential to supersede and marginalize start-ups, the prospect of sustainable start-ups to
increase their market share and contributions to sustainability transitions might thus be overruled by
the fear of a loss of security. Consequently, the potential contributions of sustainability activists and
bioneers to sustainability transitions cannot fully unfold, due to skepticism towards growth.

However, many authors demonstrate the potential of the degrowth paradigm. Johanisova et al. [50],
for example, highlight that “economic growth correlates with growth of energy and material
throughput”. Additionally, they argue that the paradigm of growth is “deeply ineffective due to its
many negative social and environmental externalities”. However, Johanisova et al. [50] also highlight
that some companies, such as social enterprises, do not create negative, but positive externalities. The
German organic supermarket chain Alnatura, for example, claims to create positive externalities, as the
cultivation of organic vegetables following the company’s standards does not decrease, but improves
the quality of the soil [51]. This goes to show that, while the concept of degrowth might entail
important potentials to contribute to a more sustainable development on a societal or even global level,
it should not be misunderstood by sustainable entrepreneurs. If sustainable entrepreneurs follow a
degrowth logic in the sense that they limit the market effect of their own venture and the respective
positive externalities to small niches, the paradigm is picked up by those very businesses whose
growth will support a more sustainable development. Therefore, Rockstrom [25] correctly argues that
we need to deal with the issue of growth with great care, but that in some sectors, such as renewable
energies, economic growth is needed to achieve a more sustainable development. While the concept of
degrowth certainly has its merits, e.g., [28], it is important that it is not just picked up by those
entrepreneurs, i.e., sustainable entrepreneurs, whose entrepreneurial activity requires growth to have a
significant positive impact on sustainable development.

Besides the challenge to grow, sustainable start-ups face the challenge to communicate the
sustainability effect connected to their products and services. Otherwise, these start-ups will only
unfold the direct sustainability effects linked to the products or services sold, but will miss unfolding
indirect effects. If, for example, the use of fair trade inputs or organic ingredients is not communicated,
it will not cause pressure on established competitors or standard setting organizations to adopt the new
state of the art and is also unlikely to create increased expectations among consumers.

Furthermore, the analysis provides implications for politics, as it highlights the necessity to
politically support the growth of sustainable start-ups. In this context, subsidized loans for sustainable
start-ups can be a promising tool to support sustainability transitions. However, start-ups will not be
able to bring about sustainability transitions on their own. Politics is therefore challenged to adapt the



Adm. Sci. 2015, 5 297

legal infrastructure, e.g., by internalizing externalities through pricing pollutions, cf. [52,53], which in
turn can create potential for new sustainable start-ups.

From an academic perspective, the findings challenge the idea of degrowth in the context of
sustainable entrepreneurship, as the analysis suggests that the concept is no promising approach for
entrepreneurs aiming at contributing to sustainability transitions. Furthermore, synthesizing the
sustainable entrepreneurship literature against the backdrop of the MLP reveals new conceptual
insights to the MLP’s conceptual framework, which should be addressed more comprehensively in
future empirical research. Lastly, the analysis highlighted that several similar academic debates in the
realm of the MLP on sustainability transitions, e.g., [3,4], sustainability transformations, e.g., [15], and
ecopreneurship, e.g., [20,21] co-exist, which have so far not been systematically connected. This paper
therefore aimed at synthesizing the existing debates and integrating them into the MLP. To fully use
the potential of existing theoretical and empirical knowledge for sustainability transitions, it is of
utmost importance to build bridges between different theoretical and academic debates and inclusively
consider insights from various debates.

Besides the insights and implications that this analysis offers, there are some important limitations
that should not go unmentioned. First, while ecopreneurial ventures that create positive externalities
and aim at increasing their market effect are able to significantly contribute to sustainability
transitions, it is by no means an easy task for entrepreneurs to realize such ecopreneurial ventures.
Second, while such ventures are able to support sustainability transitions, their contribution will by no
means be a sufficient condition for sustainability transitions to take place. Additionally, contributions
from many other actors and organizational forms, such as politics, large companies or the creation of
completely new actors or organizational forms, will be required. Last, the proposed concept of how
sustainable entrepreneurship can contribute to sustainability transitions builds on and integrates two
concepts, which still deserve more empirical investigations. Future research should therefore address
the concepts of ecopreneurship and the MLP and strengthen the empirical basis of both concepts.
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