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Abstract. As sustainability has increasingly become a core issue of concern for
both enterprises and society, start-ups are facing greater pressure to adopt sus-
tainable strategic positioning. This article explores whether a sustainability-ori-
ented strategy (often associated with higher short-term costs) can bring about
long-term brand value and competitive advantages. The article further examines
the characteristics of entrepreneurs who are most inclined to adopt sustainable
strategies. This study holds that although sustainability orientation initially re-
quires a large number of resources, it can promote sustained value creation. The
article concludes by outlining the challenges in the implementation process and
emphasizing the future trends in shaping a sustainable entrepreneurial landscape.
In addition to answering the core research questions, this study also delves into
how sustainability has transformed from an edge concern to a core strategic asset
for start-ups. By bridging the gap between theoretical expectations and practical
significance, this article emphasizes that sustainable entrepreneurship is no
longer a niche approach but an important way for enterprises to achieve con-
sistency between profits and goals.
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1 Introduction

Startups are important drivers of economic growth and innovation. However, these
companies often operate under resource constraints, making strategic decisions espe-
cially important. In the modern business environment, sustainability is not only a moral
imperative but also a strategic differentiator [1]. Global environmental and social issues
are triggering a paradigm shift in market creation and perceived value approaches.
Today, several startups barrier in the question of whether to allocate limited re-
sources to sustainable activities that may not immediately bring benefits. On the one
hand, green strategies may slow short-term expansion. On the other hand, they may
foster long-term brand loyalty, attract conscious consumers, and ensure compliance
with ever-changing regulatory standards [2]. This paper explores the strategic consid-

© The Author(s) 2025

A. Senadjki et al. (eds.), Proceedings of the 2025 7th International Conference on Economic Management and
Cultural Industry (ICEMCI 2025), Advances in Economics, Business and Management Research 354,
https://doi.org/10.2991/978-94-6463-888-2_44


https://doi.org/10.2991/978-94-6463-888-2_44
http://crossmark.crossref.org/dialog/?doi=10.2991/978-94-6463-888-2_44&domain=pdf

From Trade-offs to Transformation: How Sustainable Strategic ... 453

erations behind such decisions and analyzes how green strategies may ultimately in-
crease long-term brand value at the expense of short-term profits. In addition, it will
identify the types of entrepreneurs that can adopt sustainability strategies. By reviewing
the relevant literature, this article focuses on the evolution of sustainability in the en-
trepreneurial context. It offers a theoretical analysis of the orientation towards sustain-
ability and its mechanisms of competitive advantage. Section four discusses the chal-
lenges and future directions, and section five summarizes the key findings and Sugges-
tions.

2 Literature Review

This section outlines the research findings on integrating sustainability into corporate
strategies. The aim is to study how sustainability has transformed from a secondary
issue into a fundamental strategic priority and to provide a theoretical basis for further
analysis. This article mainly focuses on three areas, which are the conceptual develop-
ment of sustainability in strategic discourse, the impact of enterprise characteristics on
implementation, and the role of sustainability as a competitive advantage.

2.1  The Evolution of Sustainability in Strategy

In the traditional strategic paradigm, sustainability is regarded as independent of core
business goals and is often seen as a charitable or compliance issue rather than a driver
of competitive advantage. However, this opinion has undergone significant changes in
the past ten years. Osorio-Vega proposed the concept of "shared value", emphasizing
that meeting social needs and improving economic performance are not mutually ex-
clusive but complementary aspects of long-term strategic success [3]. Based on this,
the latest research has listed sustainable development as a strategic capital. Research
has shown that practicing sustainable concepts can enhance corporate reputation, boost
stakeholder confidence, increase customer loyalty, and stimulate internal innovation.

Startup companies, with their organizational agility and willingness to try, have in-
tegrated sustainability into their business models from the very beginning, occupying
an ideal position. Unlike large companies constrained by traditional systems, startups
can directly incorporate environmental and social goals into their mission, governance
structure, and value chain. These pioneers can help companies develop their capabilities
and win the trust of environmental stakeholders. In addition, adhering to sustainability
principles can attract investors who share the same mission as the company. Many de-
veloping countries are increasingly emphasizing environmental, social, and governance
(ESG) standards in their capital allocation decisions.

In the field of spontaneous sustainable development, companies such as BYD ben-
efit from various mechanisms such as the green finance fund, government procurement
revenues and expenditures, tax exemptions and certification programs. The important
thing is that implementing sustainability strategies is not an intervention at the end of
the process, but that it allows start-ups to actively manage regulatory risks and meet
ever-changing consumer expectations.
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Research shows that leaders and entrepreneurs with different stakeholders, espe-
cially those led by women, are more aware of their impact on society and the environ-
ment and are actively committed to integrating sustainable development into their busi-
ness strategies. In addition, these companies tend to prioritize stakeholder views and
long-term value creation over short-term profits. The interaction between inclusion and
sustainability strengthens the legitimacy of companies with consumers, investors and
regulators. This approach is no longer just a moral judgment, but concrete strategies to
build resilience, promote innovation and ensure a sustainable competitive advantage in
an ever-changing global business environment.

2.2 Entrepreneurial Orientation and Sustainability

The implementation of sustainable development strategies often relies on the leadership
of entrepreneurs [4]. Entrepreneurs can be divided into three categories: non-traditional
entrepreneurs (value oriented), market-oriented entrepreneurs (profit oriented), and
mixed entreprencurs (seeking a balance between value and profit). Nontraditional en-
trepreneurs focus on long-term social and environmental benefits, while market-ori-
ented entrepreneurs see sustainability as a limiting factor (as shown in Fig. 1).

Entrepreneurial Orientation Matrix
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Fig. 1. Entrepreneurial Orientation Matrix for Sustainability Adoption

Empirical research shows that entrepreneurs committed to sustainable development
are more likely to attract influential investors and benefit from positive media coverage
and customer loyalty. This indicates that entrepreneurial ecosystems such as sustainable
development incubators and green innovation centers are playing an increasingly im-
portant role in encouraging start-ups to act in an environmentally and socially respon-
sible manner [5].

The Resource Based Approach (RBV) assumes that in the long run, businesses will
benefit from scarce, valuable, and difficult to replicate resources. From this perspective,
sustainable practices, if they are genuine and well-integrated, can be an important
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source of such benefits. Whether by enhancing operational efficiency, reducing regula-
tory risks or entering new markets, sustainability contributes to the continuous improve-
ment of performance [6].

3 Strategic Positioning and Competitive Advantages

This section explores how sustainability-oriented strategic positioning can be a viable
way for startups to gain long-term competitive advantage. Although such positioning
may seem onerous in the early stages due to resource constraints, a growing number of
theoretical models and industry case studies have confirmed that it is a strategic imper-
ative. We divide this analysis into three subsections, exploring its inherent trade-offs,
strategic value mechanisms, and the impact of entrepreneurial type on the adoption of
sustainability strategies.

3.1  Strategic Trade-offs

Startups typically have limited capital, so adopting sustainable practices is financially
demanding. This trade-off can be represented by a utility function: where U(t) repre-
sents Ultility or strategic benefit at time, R(t) represents Revenue from core operations,
Cs (%) is Cost of sustainability investments, B(t) is Brand value resulting from sustain-
ability, and ais Weight attached to brand value (varies by market/sector).

U(t) = R(t) — C5(t) + aB(t) (1)

In early periods, Cs(t) is greater than aB(t) resulting in a net cost. However, over
time B(t) compounds, and aB(t) may outweigh C4(t), indicating a net increase in util-
ity over the long term. This suggests that sustainability investments may temporarily
suppress profitability, but in the long run, it will strategically enhance brand equity and
resilience.

Building upon the strategic trade-off analysis, Kravchenko et al. propose a multi-
objective optimization model to assist firms in evaluating sustainability-related deci-
sions [7]. The model simultaneously maximizes environmental impact reduction, social
benefit enhancement, and economic profitability:

l\y/clg(x Ux) =4 -E@)+A,-S(x)+ ;- F(x) 2)
Subject to
Cx)<B
X €ERB )

Where x is Vector of sustainability actions or investment options (e.g., green R&D,
ethical sourcing, renewable energy); E (x) present environmental performance score
(e.g., emission reduction, resource efficiency); S(x) is social contribution score (e.g.,
employee well-being, community engagement); F(x) contribute to financial return,
typically measured as net present value (NPV) or ROI over a defined time horizon and
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C(x) is total implementation cost of action x. Over this, B is budget available to the
firm (often a tight constraint for startups), with 1;, 4,, A5 € [0, 1] which weight pa-
rameters reflecting strategic priority of each dimension (environmental, social, finan-
cial) and satisfying:

Al+/‘12+ﬂ.3=1 (4)

This utility-based formulation allows entrepreneurial firms to evaluate sustainability
strategies not in isolation but as multi-criteria decisions, balancing profitability F(x),
social legitimacy S(x), and environmental integrity E (x). By adjusting the weights A;,
the model accommodates different entrepreneurial orientations—profit-driven found-
ers may prioritize A3, while visionary or hybrid types may increase A4, and A,. Over
time, iterative evaluations of U(x) under budget constraint B guide the firm toward an
adaptive path of sustainable value creation.

3.2  Competitive Advantage Mechanism

Sustainability creates a sustainable competitive advantage through multiple interrelated
mechanisms. First, sustainable companies often accumulate reputational capital by
gaining the trust of their stakeholders, which increases the attractiveness for investors
and customer loyalty [8]. This reputational advantage helps startups stand out in com-
petitive markets, especially those where consumers are increasingly socially responsi-
ble. Second, sustainability is a catalyst for innovation. Green start-ups usually develop
more innovative technologies and processes by integrating environmental and social
goals into their business models [9]. Thirdly, sustainable positioning enables companies
to adapt to the constantly changing regulatory standards and benefit from new govern-
ment directives, subsidies, and guidelines. These mechanisms enhance the companies'
ability to create sustainable value while meeting the expectations of the market and the
requirements of the policy environment.

These factors form the basis of the company's long-term strategic profits. It has been
proven that the sustainable development strategy has improved the company's public
image, promoted innovation, and strengthened cooperation with regulatory agencies.
Start-up enterprises can not only maintain competitiveness in terms of products and
prices, but also in terms of enterprise value and social contribution. This confirms the
idea that integrating a sustainable development strategy into operations can transform
companies from cost drivers into value-creating sources of competitiveness.

Companies committed to sustainability generally benefit from a strong corporate
culture based on ethics and long-term vision. This culture strengthens employee en-
gagement, attracts like-minded people and strengthens bonds within the company. This
is very important for start-ups doing business in a high-risk environment. Environmen-
tally conscious companies are building more resilient supply chains by investing in
long-term partnerships and transparent procurement practices. This flexibility allows
us to respond strategically to risks such as geopolitical changes, climate change and
resource fluctuations. These structural advantages transform sustainability from a sim-
ple compliance requirement into a global strategy that generates sustainable perfor-
mance and a strong market position (as shown in Table 1).
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Table 1. Supervised and Unsupervised Learning

Criteria

Conventional Strategy

Sustainable Strategy

Short-term Cost

Brand Impact

Investor Appeal
Regulatory Alignment

Innovation Scope
Employee Engagement
Supply Chain Resili-
ence

Risk Management

Customer Loyalty

Low (Cost-minimization

High (Investment in green prac-

focus) tices)

Moderate (Functional | High (Values-based branding,

branding) long-term trust)

General VC funds ESG/Impact-oriented investors

Neutral or Reactive Proactive and positive regulatory
engagement

Incremental  (Efficiency- | Transformational (Sustainability-

driven) driven)

Performance-based reten-

tion

Purpose-driven culture, higher
engagement

Short-term contracts, cost-
oriented

Long-term partnerships, ethical
sourcing

Focus on financial risks

Includes climate, geopolitical,

and resource risks

Price-sensitive, transac-

tional

Value-driven, emotionally con-
nected

Building upon the strategic trade-off framework, Rusu and Oprean-Stan propose a
comprehensive mathematical model to evaluate a firm's sustainable competitive ad-
vantage (SCA) [10]. The model integrates natural capital (NC), social capital (SC), and
financial performance (FP) as follows:

SCA=a-NC+p-SC+y-FP (5)

Where a, 5,y are weighing coefficients reflecting the relative importance of each
component. This model underscores the significance of environmental stewardship and
social responsibility alongside financial metrics in achieving long-term competitive ad-
vantage.

3.3  Entrepreneur Type and Strategic Preference

These technologies are essential to implementing sustainability strategies and vary ac-
cording to the type of business. Visionary entrepreneurs emphasize tradition, ethics and
impact on society. They focus on long-term value creation and ethical standards and
tend to adopt sustainable practices from the start, even though risks can generate long-
term benefits. In contrast, market-oriented entrepreneurs focus on operational effi-
ciency and seek short-term capital gains. As a result, adoption of sustainable practices
tends to be negative until there is a clear correlation between profitability and sustain-
ability. Between these two extremes, there are hybrid entrepreneurs who strategically
combine financial performance and sustainability. Where these practices are consistent
with core business objectives, they generally take an environmentally friendly approach
and offer a practical and forward-looking approach. These differences affect not only
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strategic decisions, but also perceptions of start-up stakeholders and, therefore, the po-
tential for long-term competitive advantage.

For policymakers, incubators and investors seeking to build a sustainable business
ecosystem, understanding these differences is of utmost importance. Tailored support
mechanisms, such as providing value-based financing for visionary entrepreneurs and
offering low-cost tools to market-oriented founders, can significantly enhance the ef-
fectiveness and influence of sustainable strategies. The popularity of hybrid models
also indicates that entrepreneurs are increasingly willing to promote sustainability with-
out compromising financial feasibility. This suggests that business practices that com-
bine a sense of purpose with profitability have a promising future [11].

To further reinforce the role of entrepreneur type in shaping sustainability strategy,
we draw upon two complementary empirical studies. These studies quantify how CEO
attributes—career experience, social connections, political and academic back-
grounds—influence a firm’s sustainability-oriented performance. Both employ mathe-
matical models that enable more structured assessments of entrepreneurial influence.
Waddock develops a socio-cognitive model suggesting that CEOs’ career experience
and social ties affect sustainability performance indirectly through attentional breadth
[12]. This psychological lens helps explain why hybrid entrepreneurs—those with both
diverse backgrounds and broad attention—outperform in sustainability adaptation.

The simplified model includes two key equations:

ABi =YootV CEL + vy STL + Y3 COT’ltTOlSi + Ui (6)
And
SP; = By + By ' AB; + B, - Controls; + &; (7

Where AB; is CEO attentional breadth, CE; is career experience; ST; is social ties;
SP; is firm’s sustainability performance; Controls; are control variables like firm size
or industry and y; and ¢; are errors. These models help us understand how CEOs’ ca-
reer experience and social connections affect corporate sustainability performance by
influencing their attention span. In particular, CEO attentional breadth plays a mediat-
ing role.

In a more recent study, Zhou and colleagues explore how different facets of CEO
background—green (GE), academic (AE), and political experience (PE)—correlate
with ESG performance [13]. This research supports a more trait-based typology of en-
trepreneurial influence.

ESGl = 60 + 61 b GEl + 62 b AEl + 63 ' PE,_ + 64 * COTLtTOlSl + 19[ (8)

Where ESG; is Environmental, Social, and Governance performance of the firm;
GE; is green experience; AE; is academic experience and PE; is political experience.
These two models, though differing in scope and orientation, complement each other
by validating the idea that entrepreneurial identity is a predictive lens for sustainability
behavior. Where Ahn emphasizes psychological mediation (via attention), Sang et al.
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focuses on experiential diversity as direct drivers. The implications are that entrepre-
neur types can be mapped and leveraged strategically in designing governance, inno-
vation policies, and ESG incentives in new ventures.

4 Challenges and Future Trends

Developing sustainable development strategies requires a long-term perspective. How-
ever, short-term challenges may also arise, especially for startups. These challenges
may stem from internal pressures or external market forces, slowing down or acceler-
ating the company's transition to a more sustainable business model.

Sustainable start-ups face several major challenges when integrating environmental
and social responsibility into their business models. Firstly, financing remains a major
issue, as many environmental projects involve high upfront investment costs and long
investment payback periods. For start-ups operating in resource-poor environments,
this disparity in financing rates is particularly pronounced. Secondly, the market for
green solutions is vague and consumer demand is indefinite or underdeveloped. It is
therefore very difficult for startups to accurately forecast their revenues or verify their
sustainable products. Third, they often lack appropriate support systems, such as ESG
mentorship, social impact investors and credible certification frameworks. These defi-
ciencies can make sustainability feel like an additional burden rather than a strategic
lever. Without targeted external interventions, such as green incubators, sustainability
accelerators, or supportive public policies, many startups may shy away from sustain-
ability, despite their long-term strategic promise [14].

Several macro trends will significantly reshape the landscape of sustainable entre-
preneurship. One important development is the continued expansion of ESG-oriented
capital, as impact investing grows in popularity and provides startups with more mis-
sion-aligned funding sources. At the same time, advances in digital infrastructure, par-
ticularly the use of blockchain and artificial intelligence, are enhancing ESG traceabil-
ity, allowing companies to document and communicate their sustainability credentials
with greater transparency and accountability [15, 16]. In addition, increasing regulatory
pressure from international climate agreements is pushing startups to systematically
measure, report, and reduce their environmental footprint. Table 2 shows the conver-
gence of these trends suggests that sustainable entrepreneurship will not only become
more viable but will also have a strategic advantage in a rapidly evolving global econ-
omy.

Table 2. Emerging Trends Supporting Sustainable Entrepreneurship

Trend Category Mechanism Strategic Benefit
ESG-oriented Finance Prioritizes sustainabil- | Increased access to mis-
VC funding ity-linked KPIs in in- sion-aligned capital; pa-

vestment criteria tient funding horizon
Green certifica- | Legitimacy Provides standardized Builds credibility with
tion platforms frameworks for ESG customers, investors, and
regulators
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Government in-
centive pro-
grams

Digital ESG
tracking (e.g.,
blockchain, Al)

Impact-oriented
incubators/ac-
celerators

Climate-aligned
trade regula-
tions

Growing con-
sumer demand
for ethical prod-
ucts

Corporate sus-
tainability part-
nerships
Carbon credit
and offset plat-
forms

disclosure and product

verification
Policy/Regula- Tax benefits, subsidies, | Competitive edge in
tion and procurement pref- grants and public sector
erence for green initia- | partnerships
tives
Technology Improves transparency, | Enhances trust, opera-

traceability, and auto-
mation of sustainability
metrics

tional efficiency, and real-
time accountability

Ecosystem Sup-
port

Offers mentorship,
ESG-focused training,
and access to sustaina-
bility networks

Reduces capability gap;
strengthens long-term
business model resilience

Regulatory Enforces carbon ac- Ensures early compliance
Pressure counting and environ- and first-mover advantage
mental standards for in regulated markets
market access
Market Dynam- | Rise in green aware- Expands market potential;
ics ness and preference support premium pricing
among Gen Z and Mil- | strategies
lennials
Strategic Alli- Startups collaborate Accelerates scalability;
ances with established firms leverages external credi-

on ESG-oriented goals

bility and distribution

Financial Inno-
vation

Allows startups to
monetize emissions re-
ductions via carbon
trading

Generates alternative rev-
enue streams for eco-in-
novation

5

Conclusion

Sustainable strategy orientation provides startups with a path to long-term competitive
advantage, despite the high initial cost burden. Start-ups that incorporate sustainability
considerations from the beginning gain reputation capital, innovation capacity, and reg-
ulatory advantages that accumulate over time. The tendency to adopt these strategies
depends on the entrepreneur's orientation, but it is most likely that visionary and hybrid
entrepreneurs will emerge as leaders. As environmental and social governance concerns
are institutionalized in global markets, sustainability will shift from a strategic choice
to a business imperative. The research highlights that the relationship between sustain-
ability and entrepreneurship is no longer marginal, but at the heart of strategic differ-
entiation. For startups surviving in increasingly complex markets, integrating sustaina-
bility into their core strategies not only increases resilience and adaptability, but also
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aligns with broader social and regulatory trends. In a diverse environment, sustainabil-
ity is not a liability, but a foundation for long-term value creation. In the future, policy-
makers, educators and investors need to work together to strengthen sustainable prac-
tices in entreprencurial ecosystems. This includes developing incentives, reviewing the
regulatory framework, and promoting entrepreneurship education that focuses on the
ethical and environmental aspects of innovation. As more and more startups operate in
a sustainability-driven economy, companies that internalize these values from the start
will have a better chance of generating impact, attracting capital, and building lasting
competitive advantage. You will be able to stand in such a position.
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