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ABSTRACT 
The financial industry is undergoing change driven by consumers’ demand for more sustainable financial 

products and increasing regulatory scrutiny. However, established financial institutions have been slow to 

react, creating a niche for impact fintechs - financial technology startups aiming to create sustainable change 

while making a profit. This thesis explores how impact fintechs manage challenges and opportunities arising 

from balancing economic and sustainability objectives. As the literature on sustainability-focused startups is 

still scarce, a qualitative multi-case study based on three case companies was conducted, further enriched by 

relevant expert interviews. Gaining a deep understanding of impact fintechs and their eco-system combined 

with theory from several streams of academic literature provided a comprehensive view on the emerging 

phenomenon. The findings suggest that impact fintechs manage tensions arising from economic and 

sustainability objectives by deeply intertwining them into the overarching goal of exerting socio-political 

influence on both the financial industry and society as a whole. Therefore, impact fintechs establish a purpose-

driven network of customers, investors, and commercial partners with the venture’s overall mission as its 

linchpin. Achieving such a network requires building close, trusting customer relationships, attracting for-

profit investors and partners that support the sustainability angle, and embracing transparency. The originality 

of this thesis lies in connecting different theoretical lenses to explore the emerging phenomenon of impact 

fintechs and hypothesizing managerial as well as theoretical implications to contribute to the still fragmented 

findings of sustainability entrepreneurship research. 

 

Keywords: sustainable entrepreneurship, impact fintechs, startups, sustainable business, hybrid organization, 

triple bottom line, transparency  
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1. INTRODUCTION 
“A new wave of fintech is poised to make an impact.” 

 - Marianne Haarh, Executive Director of the Green Digital Finance Alliance 

 

The need for sustainable development is more pressing than ever, warns António Guterres, UN Secretary-

General: “Humanity is waging war on nature. This is senseless and suicidal. The consequences of our 

recklessness are already apparent in human suffering, towering economic losses and the accelerating erosion 

of life on Earth” (UNEP, 2021, p. 4). In 2015, the United Nations (UN) agreed upon seventeen Sustainable 

Development Goals (SDGs) designed as a blueprint to achieve a more sustainable future for all. The goals 

address our global challenges: poverty, inequality, climate change, environmental degradation, peace, and 

justice (UN, n.d.). Globally, we have seen a larger focus on sustainability over the past years. People are 

becoming increasingly conscious about their ecological footprint and are adapting their lifestyles accordingly. 

While individuals’ habit changes such as flying less to lower CO2 emission or avoiding plastic consumption 

to decrease our ocean’s micro-plastic pollution might be a first step in the right direction, they are not sufficient 

(Kjaer, 2020).  

Reaching the SDGs requires a reallocation of capital (Kjaer, 2020). Estimates suggest that a persistent US$2.5 

trillion annual financing gap stands in the ways of the SDGs (Gornitzka & Wilson, 2020). Compared to the 

US$360.6 trillion in global wealth in 2019, “it's clear that the capital is available, yet it is not being channeled 

towards sustainable development at the scale or speed required” (Kjaer, 2020, para. 9). While the financial 

sector itself does not emit a significant level of CO2, as the backbone of the real economy, it plays a crucial 

role in the ‘great green transition’ - the transformation to a carbon-free and sustainable economy (Kemfert et 

al., 2020). However, until 2019, financial institutions’ contributions to debates around the green transition were 

minimal. The industry has only recently begun to embrace change (Jensen, 2021), partly driven by growing 

regulatory scrutiny and customer demand for sustainable financial products (Sander, 2021; Sparrevohn, 2021). 

The Danish Minister of Climate, Dan Jørgensen, says that this change is “not because the blue suits have been 

replaced with earth-colored wool sweaters. Idealism is probably present, but it's probably also a really good 

business to be green” (Jensen, 2021, para. 14). Nevertheless, alongside the huge opportunities embedded in 

the financing of the great green transition, financial institutions face huge uncertainties as the transition path 

is unknown, leading to hesitancy in the industry to truly transform (Kemfert et al., 2020).  

The slow reaction of incumbents paired with changes in the European Union’s (EU) regulation and consumer 

awareness has resulted in a gap in the market which has given rise to the phenomenon of impact fintechs. 

Impact fintechs are entrepreneurial ventures developing novel, technology-enabled financial services to create 

sustainable development, thus, social and environmental change (Implement & Copenhagen Fintech, 2020; 

Varga, 2017). Entrepreneurship is widely recognized as a major conduit for sustainable products essential to 
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successfully further sustainable development, hence, social and environmental development (Bocken, 2015). 

The great impact these fintechs can make has been recently exemplified by Swedish impact fintech Doconomy, 

partnering with established payment provider Klarna. The partnership enables up to 90 million Klarna users to 

track their shopping carbon footprint, one of the largest impact awareness-building efforts to date (Doconomy, 

2021). However, such a glimpse of sweeping success has been rare. Despite experts suggesting that considering 

the current market “combining finance and sustainability, and ideally, with a digital platform, seems to be the 

sweet spot of sweet spots right now” (Sparrevohn, 2021), no impact fintech has so far really achieved impact 

at scale (Krogh-Jensen, 2021; Sander, 2021). 

Currently, only a limited number of impact fintechs exist, which might be rooted in the fact that sustainability 

startups generally are not widespread and face distinct challenges (Bocken, 2015). Sustainability startups are 

hybrid organizations simultaneously pursuing contending sustainability and economic objectives (Parrish, 

2010). Academia suggests that as a result of the twofold commitment, sustainability startups such as impact 

fintechs embed divergent identities, goals, logic, and practices within the boundaries of one organization, 

creating tensions (Smith et al., 2013). As understanding hybrid organizations is dependent on insight into the 

nature and management of these tensions (Smith et al., 2013), the scope of this paper will be exploring how 

impact fintechs can manage challenges but also the opportunities arising from balancing economic and 

sustainability objectives. Thus, the overall research question of this thesis is formulated as follows: 

How can impact fintechs manage challenges and opportunities arising from balancing economic and 

sustainability objectives?  

As the research question spans a broad field, we derived three sub-research questions enabling the application 

of several theoretical lenses and hypothesizing managerial and theoretical implications. Four entrepreneurial 

decision dimensions crucial for the success of startups were identified from managerial entrepreneurship 

literature to determine the sub-research questions. The relevance of these dimensions for impact fintechs was 

then validated by conducting two preliminary expert interviews. Each of the four dimensions relates to a 

section of our analysis. The sub-research questions provide combined value to answer our overall research 

questions. Consequently, the focus of our thesis lies on the four dimensions: identifying and scaling beyond 

the eco-niche, obtaining financing, entering commercial partnerships, and diffusion while establishing an 

appropriability regime. The first sub-research question relates to identifying customers and the impact of the 

identified customer segment on scaling:  

How can impact fintechs identify and scale beyond their eco-niche? 
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The second sub-research question refers to the query of exploring commonalities between initiating 

relationships with investors and commercial partners as well as the impact of their sustainability and profit 

focus on these relationships. Accordingly, the second research question is the following:  

How can impact fintechs obtain financing and enter commercial partnerships? 

Lastly, the third sub-research question is concerned with the diffusion of the startups’ technology and the 

establishment of an appropriability regime: 

How can impact fintechs induce diffusion while establishing an appropriability regime? 

As a delimitation, we decided to focus our research study on sustainability impact fintechs pursuing social and 

environmental objectives and did not include impact fintechs that solely pursue social or environmental besides 

economic objectives. However, as the research purpose will be exploring the balance between sustainability 

and economic objectives, we argue that the chosen fintechs for our exploratory multi-case study ‘Matter’, 

‘Make!mpact’, and ‘Tomorrow’ provide an initial research basis. The data was collected by conducting semi-

structured interviews. Moreover, three experts were interviewed to enrich our findings and provide an investor, 

industry, and incumbent perspective. 

While the success and failure factors of conventional startups, social enterprises, and environmental ventures 

have been covered in academic research, a literature gap exists regarding sustainability startups in general 

(Bocken, 2015) and impact fintechs in particular. Thus, we will draw on entrepreneurial management and 

hybrid organization literature to contribute to the still fragmented findings of sustainability entrepreneurship 

research. The contribution of our research resides in combining the various theoretical lenses of these research 

streams in one comprehensive multi-case study to hypothesize implications for both theory and practice and 

indicate fields of further research for both theory and practice. 

This thesis is divided into eight chapters. The first chapter introduces the motivation of this research and 

presents the research questions. The second chapter captures the current state of sustainability in the financial 

industry and the emergence of impact fintechs. In the third chapter, a literature review highlights central 

findings of the academic literature on sustainability, entrepreneurship, sustainable entrepreneurship, and 

hybrid organizations. The fourth chapter is concerned with describes and justifies the research methods used. 

In the fifth chapter, the empirical research findings will be analyzed in comparison to propositions in academia. 

In the sixth chapter, the empirical findings will be discussed and interpreted. Moreover, managerial and 

theoretical implications of the findings are presented. The seventh chapter will summarize the research study. 

Lastly, limitations of the research study and suggestions for further research are outlined. 
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2. THE CONTEXT OF IMPACT FINTECHS 
The 2008-09 global financial crisis has led to the realization that financial institutions have been overly focused 

on profit-making. Traditionally, financial institutions have neglected social and environmental value creation. 

Only recently, incumbents have slowly started to shift their objectives (Varga, 2018). However, the dire need 

for sustainable development to combat the consequences of the climate emergency requires a profound shift 

from a narrow focus on financial return to recognizing green and societal returns (Kjær, 2019). In light of the 

significant investment need for the green transition, the financial sector as the core of the real economy is 

expected to play a pivotal role in providing the necessary financing (OECD, 2017; Park & Kim, 2020). 

According to González-Páramo (2021), “it is difficult to overstate what the financial sector can do to catalyze 

change by reorientating risk management and investments in line with sustainability criteria'' (González-

Páramo, 2021, para. 1). 

The private sector should supply three-quarters of the €300 billion a year in EU investments needed to meet 

the UN’ 2030 agenda for sustainable development, as the EU will only fund one quarter (González-Páramo, 

2021). However, the financial industry lags behind other sectors regarding sustainability, moving at a relatively 

slow pace (Kjær, 2019). Until now, the financial markets have not done enough to internalize the costs of 

unsustainable practices, in part due to fragmented and nonstandardized environmental ratings (González-

Páramo, 2021). Although several banks have embraced financing green projects, the green portfolio of most 

banks is minimal. This hesitancy is caused by the lack of comprehensive regulatory frameworks and failure to 

integrate environmental and social risks into banks’ strategies (Park & Kim, 2020). While investors’ attitudes 

are changing, most shareholders remain focused on short-term returns, resulting in businesses with a long-term 

sustainability mission risking unfavorable conditions in the financial markets (González-Páramo, 2021). 

However, regulatory bodies are increasingly becoming aware of their mandate to address the sustainability 

risks faced by the financial sectors, increasing the pressure on financial institutions (Volz, 2017). Furthermore, 

the rising awareness of the banking sector’s role in climate change is causing a growing demand for sustainable 

finance (Mansour, 2021). 

As part of the EU’s commitment to becoming the first climate-neutral bloc in the world by 2050, the European 

Commission has introduced the ‘European Green Deal’s Investment Plan’ in 2020 to mobilize public 

investment and unlock private funds (European Commission, 2020). The plan followed a series of recent 

regulations, including the EU Taxonomy, defining a common sustainability narrative for investors, integrating 

sustainability preferences into the Markets in Financial Instruments Directive, and revising the EU Non-

Financial Reporting Directive (Deloitte, 2020). Consequently, European financial institutions are expected to 

follow the outlined principles for responsible investment, adhere to green financing and transparency 

obligations while working under increasingly challenging supervision (González-Páramo, 2021). Moreover, 
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pressure from global investment funds, federated in the initiative ‘Climate Action 100+’, is increasing. The 

initiative, comprising funds with US$54 trillion assets under management, has vowed to take action against 

companies hindering the sustainable transition (Climate Action 100+, n.d.; González-Páramo, 2021). This 

sentiment is echoed by the CEO of the world’s largest asset manager ‘Blackrock’ stating that “climate risk is 

investment risk” (Fink, 2021, para. 9). 

In addition to the expanding regulatory and industry pressure on incumbents, societal demand for green 

investments is rising (González-Páramo, 2021). As a result, customers are actively requesting sustainable 

financial products while increasingly refusing to invest in companies not in line with their sustainability 

standards (RegHub, n.d.). Especially younger generations are having a significant influence on this growth. In 

a recent study, 95% of respondents aged 18 to 37 expressed interest in investing sustainably, and 70% of all 

respondents believe their investment decisions have an impact on climate change (Morgan Stanley, 2019). 

Moreover, the median saver prefers investing in a sustainable fund even if it results in sacrificing 2.5% of the 

return (University of Cambridge Institute for Sustainability Leadership, 2019). 

Changing customer preferences combined with increasing EU regulation and the slow reaction of incumbents 

(RegHub, n.d.) has created a market niche for new business models, specifically for impact fintechs (Varga, 

2018). Fintechs are defined as “non- or not-fully regulated ventures whose goal is to develop novel, technology-

enabled financial services with a value-added design that will transform traditional financial practices” 

(Varga, 2017, p. 23). Fintech companies are startup companies employing innovative business models 

emerging across all strategic financial domains (Varga, 2018). The flourishing phenomenon can be traced back 

to policy-makers’ response to the financial crisis, creating an opportunity for startups to enter the market 

without facing the same standard of regulation as incumbents, reducing market entry costs (Alt et al., 2018; 

Castilla-Rubio et al., 2016). ‘Impact fintechs’ are fintechs aiming to create the social and environmental change 

essential for the green transition. Thus, the startups focus on accelerating sustainable development through 

creating innovative and scalable solutions (Implement & Copenhagen Fintech, 2020). For example, the 

movement towards more sustainable financial practices has been accompanied with a number of digital-only 

challenger banks entering the market, offering a plethora of sustainability-oriented products (Mansour, 2021).  

As the sustainable transition is not occurring at the required speed to accomplish the SDGs by 2030, the 

involvement of impact fintechs is essential to create and redirect investments towards sustainable outcomes 

(Kjær, 2020). Impact fintechs add to the pressure on incumbents aiming to transform the financial sector as a 

whole. Furthermore, impact fintechs might be able to increase cross-sector collaboration as their technologies 

could provide a scalable bridge between the financial world, experts from other sectors, nonprofits, authorities, 

and citizens. If the financial sector pursues the sustainable transition of the industry without consulting experts 
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on central sustainability themes, some of the complexity inherent to sustainability might be lost, resulting in 

unidimensional solutions potentially neglecting negative cross-effects (Kjær, 2020). 

In Germany and the Nordic countries, the majority of innovative sustainable digital finance solutions are 

developed by impact fintechs rather than incumbents. However, only 3-5% of German fintechs are impact-

focused (Fair Finance Institute, 2020). In Denmark, around 10% of fintechs are developing tech solutions to 

achieve the 17 SDGs (Copenhagen Fintech, 2021; Implement & Copenhagen Fintech, 2020). Thus, 

partnerships between the resource-rich established sector and the small number of innovative impact fintechs 

could bear enormous potential (Implement & Copenhagen Fintech, 2020). 

However, while the chances of success seem favorable for impact fintechs based on the growing regulatory 

pressure on incumbents and rising consumer demand, there are indications that the market has only been able 

to create profitable and purposeful products in the business-to-business (B2B) segment. In the business-to-

consumer (B2C) segment, only a few solutions currently exist (Implement & Copenhagen Fintech, 2020), 

pointing to the complexity of successfully scaling an impact fintech. B2B impact fintechs might have been 

more successful so far because the demand of financial institutions is not only driven by rising awareness, but 

incumbents are actively seeking solutions enabling them to comply with the increased regulation. 
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3. LITERATURE REVIEW 
In the following chapter, relevant literature is reviewed, and theoretical reflections are outlined, building a 

foundation to explore the phenomenon of impact fintechs and subsequently answering the research questions. 

First, the concept of ‘sustainability’ is introduced, elaborating upon general sustainability problems and the 

need for ‘sustainable development’. Second, ‘entrepreneurship’ is defined, and ‘entrepreneurial strategy’ as 

well as associated management decisions delineated, providing the basis for identifying four decision 

dimensions critical to the success of startups. Third, the concept of ‘sustainable entrepreneurship’ resulting in 

‘hybrid organizations’, the tensions arising out of balancing economic and sustainability objectives, and the 

related management challenges and opportunities are presented. Combining these theoretical concepts situated 

in different literature streams enabled deriving a theoretical framework that served as the basis for this thesis’ 

research and analysis.   

3.1 Sustainability  
This subsection commences with outlining global societal problems emphasizing the urgent need for 

sustainable development. Moreover, definitions of the concept of sustainability and the related SDGs are 

presented. 

3.1.1 Sustainability Problems 

Humanity's ecological footprint is far too large to keep up with the Earth's rate of regeneration. Our 21st-

century lifestyles are overusing the Earth’s biocapacity by at least 56% (WWF, 2020). In other words, a second 

planet Earth would be needed to feed and fuel nowadays life. The societal and environmental problems 

associated with this require urgent attention: rising income inequality, overpopulation, extinction of species, 

loss of ecological habitat, and climate change are no longer to be ignored (Klassen & Whybark, 1999; WWF, 

2020).  

Hunger and malnutrition kill a child every six seconds, and 1.8 billion people do not have access to clean 

drinking water and sanitation (Dyllick & Muff, 2016). 696 million people live in poverty, which is more than 

10% of the world’s population (World Bank, 2021). On average, population sizes of mammals, birds, 

amphibians, reptiles, and fishes decreased by 68% between 1970 and 2016, and only 25% of terrestrial Earth 

can still be considered ‘wilderness’ (WWF, 2020). In the same period, global emissions of CO2 have increased 

by about 90% (US EPA, n.d.). International climate negotiations have failed to produce any consensus on 

effective global strategies to keep global warming below 2 degrees (Dyllick & Muff, 2016).  
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Projected into the future, problems such as exponential population growth can have significant negative 

consequences, such as the uncontrolled spread of disease, deforestation and soil erosion, water scarcity, and 

air pollution (Kaplan, 1994).  

3.1.2 Sustainable Development 

In an effort to address these problems, the term sustainable development emerged in 1972 (Hall et al., 2010). 

While no definitional consensus on sustainability and sustainable development exists (Santillo, 2007), the most 

common definition was developed by the World Commission on Environment and Development as a report to 

the United Nations, oftentimes referred to as the Brundtland report (Gast et al., 2017; WCED, 1987). It defines 

sustainable development as “development that meets the needs of the present generation without compromising 

the ability of future generations to meet their own needs” (WCED, 1987, p. 43). Realizing that resources are 

becoming increasingly scarce, it emphasizes that renewable resources should be used whenever possible, and 

non-renewable resources should be reduced or recycled (Hall et al., 2010).  

To make the concept more tangible, the UN introduced SDGs in 2015 (UN, 2015). Aiming to end poverty, 

ensure that all people enjoy peace and prosperity by 2030, and protect the planet, the SDGs are meant as a 

“universal call to action” for humanity to move towards more sustainability (UN, 2015, para. 1). The SDGs 

consist of 17 interlinked goals, meaning that actions in one area impact outcomes in other areas (UNDP, 2021).  

When transposing the idea of sustainable development on a business level, firms have to maintain and grow 

their economic, social, and environmental capital base (Dyllick & Hockerts, 2001). This equalization of social 

and environmental goals with economic goals is commonly called the ‘triple bottom line’ approach (Hall et 

al., 2010). 

To support the implementation of the SDGs, incumbent companies can contribute by shifting towards more 

sustainable practices (Schaltegger et al., 2018). Another crucial lever is entrepreneurship, often perceived as 

one of the essential vehicles to address the challenges outlined in the SDGs. The underlying assumption here 

is that transformation towards a sustainable future requires the creative destruction of unsustainable patterns 

of producing, consuming, and living (Schaltegger et al., 2018).  

3.2 Entrepreneurship 
Entrepreneurship is a multifaceted phenomenon that transcends numerous disciplinary boundaries as reflected 

in the many and varied definitions of entrepreneurship. While the studies comprising the contemporary body 

of entrepreneurship literature have shed light on entrepreneurship in different contexts (Low & MacMillan, 

1988), uncertainty constitutes a conceptional cornerstone for most theories of the entrepreneur (McMullen & 

Shepherd, 2006). 
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Following Schumpeter’s (1934) classical theory of entrepreneurship, the creation of new firms is dependent 

on entrepreneurial behavior. Schumpeter considers entrepreneurship as the driving force behind economic 

development, disrupting the market equilibrium through innovation. He defines entrepreneurs as persons who 

carry out new resource combinations, which may take the form of new products, processes, markets, 

organizational forms, or sources of supply. Accordingly, entrepreneurship is the process of carrying out new 

combinations.  

Similarly, Kirzner (1973) also defines the entrepreneur as an important actor in the economy. However, he 

bases his conceptualizations on the underlying assumption that the market is imperfect and business 

opportunities arise out of the market being in disequilibrium (Stevenson & Jarillo, 1990). The entrepreneur is 

characterized by his alertness translating into a personal ability to identify these opportunities. Through their 

entrepreneurial activities, entrepreneurs re-allocate resources to better uses. While the definitions of 

Schumpeter (1934) and Kirzner (1973) might seem contradictory (Chiles et al., 2007), the renderings of the 

Schumpeterian and the Kirznerian entrepreneur complement each other (Boehm et al. 2000). After the 

Schumpeterian entrepreneur has created a disequilibrium, the Kirznerian entrepreneur makes corrections that 

initiate convergence towards a new equilibrium (Chiles et al., 2007). While the role of uncertainty permeates 

Schumpeter’s and Kirzner’s theories of the entrepreneur, the scholars do not emphasize it explicitly.  Knight 

(1921) fills this gap with his definition of entrepreneurs as the bearers of uncertainty. Following his 

conceptualizations, only individuals with superior managerial abilities and confidence in their own foresight 

will take the risk to engage in entrepreneurial activities (Grebel & Stützer, 2016).  

Shane & Venkataraman (2000) define the entrepreneurial function as encompassing the discovery, assessment, 

and exploitation of opportunities referring to new products, services, production processes, new strategies and 

organizational forms, and new markets that did not exist previously. Entrepreneurial opportunities are rooted 

in differing ideas about the relative value of resources. Consequently, the theory of the entrepreneur focuses 

on the heterogeneity of beliefs about the value of resources (Alvarez & Busenitz, 2001; Cuervo et al., 2007). 

Since there is no market for entrepreneurial opportunities, the entrepreneur must exploit them, leading to the 

necessity to develop capabilities to obtain resources and organize and leverage subsequent opportunities 

(Cuervo et al., 2007). Consequently, the discovery of entrepreneurial opportunities often leads to establishing 

new economic activities, regularly resulting in the foundation of new ventures, commonly called startups 

(Reynolds, 2005).  

According to Miller (1983), entrepreneurial behavior manages to combine innovation, risk-taking, and 

proactiveness. Hence, it combines the classic theories of Schumpeter’s (1934, 1942) innovative entrepreneur, 

the risk-taking entrepreneur who occupies a position of uncertainty (Knight, 1921), and the entrepreneur with 

initiative who identifies new opportunities (Cuervo et al., 2007) in line with Kirzner’s (1973) definition.  
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Stevenson & Jarillo (2007) divide the plethora of studies on entrepreneurship into three streams of literature. 

The first is concerned with the results of entrepreneurial action, the second is examining the causes of 

individual entrepreneurial action, and the third investigates characteristics of entrepreneurial management. In 

the following, the focus lies on the entrepreneurial management literature stream concerned with how 

entrepreneurs can achieve their aims through managing challenges and opportunities arising out of uncertainty 

induced by the novelty intrinsic to entrepreneurial actions (McMullen & Shepherd, 2006; Amabile, 1997). 

3.2.1 Entrepreneurial Strategy  

Since entrepreneurs operate in a “fog of uncertainty” induced by venturing into realms of unfamiliar territory, 

they need to consciously try to decrease the risk of failure for their startup (Gans et al., 2018, p. 3). As 

elaborated upon in this chapter, entrepreneurs can reduce their risk of failure by adopting a process for choosing 

among entrepreneurial strategies for commercializing their idea (Gans et al., 2018). Entrepreneurs can also 

address resource constraints and heighten a venture's success chances by designing business models 

(Eisenmann, 2014). Since most business models need to be adjusted as the business matures, entrepreneurs 

need to incorporate a long-term perspective in their strategy development process (Chatterjee, 2013).  

An exploration of different strategies might entail several equally viable alternatives due to the interplay 

between uncertainty and learning. Therefore, entrepreneurs need to take a proactive role in deciding which 

viable alternatives not to pursue when choosing an entrepreneurial strategy (Gans et al., 2019). Gans et al. 

(2018) structure the process of searching for and choosing among entrepreneurial strategy alternatives around 

four decision domains crucial to every venture’s success: customers, technology, identity, and competitive 

space. First, entrepreneurs need to identify and understand their customers’ needs. Second, entrepreneurs need 

to choose an appropriate technology. The choice of technology needs to be aligned with the choice of customer, 

which limits the number of technological options. Third, the choice of identity, culture, and capabilities refers 

to creating a narrative about the venture’s value proposition, capability development, and expected behavior, 

which determines the communication to all stakeholders. Lastly, entrepreneurs need to identify and understand 

their competition. These decisions are interdependent since the choice of customers affects the organizational 

identity and technology options which increases the complexity of the strategy finding process (Gans et al., 

2018).  

Based on these decision domains, the authors develop an analytical framework, the ‘Entrepreneurial Strategy 

Compass’, categorizing strategic opportunities for new ventures along two dimensions - attitude towards 

incumbents (collaboration or competition focus) and attitude towards innovation (control or execution focus) 

- resulting in four alternative entrepreneurial strategies for a given idea. These four strategies represent generic 

go-to-market plans. Ventures deciding to collaborate with existing market players follow an ‘intellectual 

property strategy’ if they exert tight control over their innovation or a ‘value chain strategy’ if they focus on 
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execution. Startups deciding to compete with incumbents while controlling their innovation follow an 

‘architectural strategy’ while startups following a ‘disruption strategy’ engage in both competition and 

execution. Each of the four strategies is associated with specific value creation and value capture hypotheses. 

The distinct strategies have a reciprocal relationship with the outlined decision domains. Hence, they are 

guided by and are guiding a venture’s decision regarding customers, technology, identity, and competitive 

space (Gans et al., 2018).  

Gans et al. (2018) suggest that the ‘Entrepreneurial Strategy Compass’ does not eliminate the uncertainty 

entrepreneurial ventures face. However, engaging in experimentation and learning to assess all four 

entrepreneurial strategies can lead to crucial insights about potential hurdles concerning feasibility, capabilities 

of the individual entrepreneurs, necessary capital, and commitment. If, after determining the related choices 

regarding customers, technology, identity, and competitive space for all four go-to-market plans seem 

plausible, the entrepreneur also validated their idea, decreasing the probability of failure. Should entrepreneurs 

not engage in such a structured, proactive approach of strategy choosing, they leave their venture “vulnerable 

to competitors that take a less obvious but ultimately more powerful route to commercialization and 

customers” (Gans et al., 2018, p. 3).  

Similarly, Eisenmann (2014) proposes that entrepreneurs can address the prevailing uncertainty and resource 

constraints by designing a business model that outlines startups’ path to economic self-sufficiency. The author 

defines business models as an integrated set of distinctive choices determining the unique customer value 

proposition, how the venture will configure its activities to deliver this value and earn profits. The benefits of 

business model analysis in this context are twofold. First, it can reveal discrepancies between available and 

required resources leading entrepreneurs to develop approaches to reduce the required resource amount or 

obtain resources. Second, it encourages experimentation to solve critical uncertainties in a new venture’s profit-

making logic by exposing its fundamental assumptions. Eisenmann (2014) sees the business model as a 

reflection of the venture’s strategy, which can be continuously adapted as new information is obtained or 

strategic objectives are shifted. Through this iterative process, entrepreneurs can manage uncertainty and 

heighten their chances of success by taking a proactive role involving choice and experimentation. 

Chatterjee (2013) enriches Eisenmann’s (2014) elaborations by proposing four types of generic business 

models and outlining possible migrations paths. Similar to Gans et al. (2018), the scholar’s taxonomy of 

business models differentiates between ‘efficiency-based’ and ‘value-based’ business models. The efficiency-

based business model’s primary logic is maximizing the asset utilization, thus, relying on human and capital 

resources to produce more efficiently than their competitors allowing for price discrimination. A particular 

type of efficiency-based business model is the ‘network-efficiency’ business model, whose core resource is 

being a hub facilitating transactions between several stakeholders. Value-based business models rely on the 
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value attached to the product or service, enabling a venture to charge a premium. A particular value-based 

business model is the ‘loyalty-based’ business model, which relies on a core customer group repeatedly 

purchasing a firm’s goods and services (Chatterjee, 2013). 

The vast majority of business models start as value-based business models. As the startup matures, the 

uniqueness of knowledge dissipates, and most business models gravitate towards an efficiency-based model. 

However, in some cases, value-based models can focus on erecting entry barriers, creating a lock-in effect for 

customers through leveraging network effects and heightening customer switching costs. These companies 

then migrate towards a loyalty-based model. If these loyalty-based models focus on establishing partnerships 

with stakeholders, they can further migrate towards a network-efficiency business model. Commonly, 

efficiency-based business models precede network-efficiency business models. Businesses can migrate from 

one to the other by laying their focus on executing in a way that unlocks the capacity of all stakeholders 

(Chatterjee, 2013).  

Through the delineated migration paths, Chaterjee (2013) underlines the importance of long-term strategic 

planning, adding to Gans et al. (2018) and Eisenmann’s (2014) conceptualizations. It becomes evident that a 

structured, proactive approach emphasizing experimentation and learning is essential not only when choosing 

the entrepreneurial strategy initially but also to repeatedly realign the business model with changing objectives 

as a company matures.  

3.2.2 Entrepreneurial Management Decisions 

In the following, potential choices concerning customers, financing, stakeholders, and value capture are 

outlined to illustrate the complexity of the decisions involved in developing entrepreneurial strategies. An 

entrepreneur’s proactiveness and the timing of these management decisions can determine a new venture’s 

likelihood to succeed or fail. 

3.2.2.1 Choice of Customer 

In accordance with Gans et al. (2018), Chatterjee (2013), and Eisenmann (2014), Simons (2014) postulates 

that the strategic choice of the right primary customer is the “first step in a winning strategy” (p. 49). As stated 

by the author, customers are commonly defined as people or entities that purchase a company’s products and 

services and thereby supply revenue, including any number of actors in the value chain.  

Especially in new, rapidly evolving markets, entrepreneurs might be inclined to defer choosing a customer 

group out of fear of making the wrong choice. Moreover, some business leaders assume that classifying all 

value chain partners as customers enhances internal coordination and responsiveness. However, if choosing a 

primary customer is neglected, a venture's risk of failure increases. Companies need to proactively choose a 
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primary customer because it enables sharply focusing their value proposition and business model, potentially 

facilitating leapfrogging in the competitive market space (Simons, 2014). According to Simons (2014), 

companies that aim to adopt a customer-driven strategy need to follow four steps. First, ventures need to 

identify the best primary customer. The best primary customers are the customers that unlock the most value 

in the business, not necessarily the most revenue. Consequently, startups need to assess each customer group 

along three dimensions: Alignment with the venture’s perspective manifested in its culture and mission, fit 

with existing organizational capabilities, and profit potential. Second, the entrepreneur needs to understand 

what the customer values. Third, companies need to allocate their resources accordingly, thus, determine which 

business model to adopt. Lastly, a system needs to be established to identify and respond to shifts in customer 

needs.  

3.2.2.2 Financing Entrepreneurial Ventures 

Since entrepreneurs operate under resource constraints, launching a new venture entails facing a broad 

spectrum of financing choices encompassing certain benefits and drawbacks (Kerr & Nanda, 2011). 

Entrepreneurs can either decide to rely on internal or external financing. Internal financing, commonly called 

bootstrapping, implies that the founder relies on personal resources while retaining full ownership (Alvarez & 

Busenitz, 2001). However, when markets are competitive, startups are often under pressure to grow rapidly, 

heightening the capital amount required and triggering entrepreneurs to take on external financing. 

Entrepreneurs often raise money in multi financing rounds, which allows the financier to collect more 

information about the company before investing large sums of capital. Furthermore, it enables the entrepreneur 

to improve the terms of later funding rounds through successfully reaching set milestones (Kerr & Nanda, 

2011).  

While each new venture requires its individual financing strategy, Kerr & Nanda (2011) develop a framework 

to organize common external financing choices by relating a firm’s financing strategy to its business model 

and product strategy. The authors categorize external financiers into debt and equity capital. Generally, debt 

investors are more risk-averse than equity investors. Debt investors tend to only invest in proven business 

models with predictable cash flows. Since they do not benefit from increased risk, debt investors are likely to 

pressure entrepreneurs to take on less risky strategies (Kerr & Nanda, 2011). Therefore, most entrepreneurs 

rely on equity capital only, such as venture capital (VC), angel, and strategic investors. Because equity 

investors receive a long-term ownership claim in exchange for their capital, their return is proportionate to the 

firm’s value, increasing their risk tolerance. Equity investors often take on an active position guiding the 

entrepreneur and influencing management decisions to decrease their investment risk. As a result, financing 

decisions have lasting implications for subsequent business model decisions (Kerr & Nanda, 2011). As a 

company matures, they also reduce the underlying uncertainty and potentially become attractive for both equity 
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and debt investors. However, taking on investors with diverging backgrounds and risk propensities likely 

creates competing interests over a company's future direction, increasing the complexity of managing investor 

relations for the entrepreneur (Kerr & Nanda, 2011).  

Besides the financing choices outlined, an emerging alternative funding strategy for newly founded ventures 

is ‘crowdfunding’. Crowdfunding refers to an open call to a strategically defined network of actors, the crowd, 

requesting monetary contributions toward a commercial or social business goal (Paschen, 2017). 

Crowdfunding is particularly effective when entrepreneurs can identify prospective customers willing to 

support the campaign. Since a crowdfunding campaign primarily targets the customer of a product or service, 

it helps alleviate capital needs while simultaneously offering problem-solution validation. Crowdfunding can 

be divided into three types depending on the tangibility of the reward: donation crowdfunding, lending 

crowdfunding, and equity crowdfunding (Paschen, 2017). While crowdfunding can be employed as an 

alternative to traditional financers, it can also be a predecessor for VC funding since it demonstrates the demand 

and willingness to pay for a product decreasing the uncertainty inherent to new technologies and industries 

(Paschen, 2017).  

3.2.2.3 Stakeholder Management  

Acquiring resources is an essential entrepreneurial task that can be equated with attracting stakeholders. 

Initially attracting stakeholders to a new entrepreneurial venture is particularly difficult (Bhide & Stevenson, 

1989). Entrepreneurs need to inspire confidence in future employees, customers, partners, and financiers to 

persuade them to invest monetary and non-monetary resources in their venture. Therefore, entrepreneurs need 

to minimize stakeholder exposure by maximizing the reversibility of their stakeholder’s investment. Even 

though entrepreneurs can not structure the investment to become fully reversible, they can reduce the 

‘sunkness’ of the investment by utilizing reusable inputs. To illustrate, in the case of employees, this would 

entail geographically locating the venture in an area where potential employees already work, so they do not 

have to relocate to join the startup or if the startup fails (Bhide & Stevenson, 1989). Targeting experienced 

stakeholders is often beneficial for an early-stage company since they can assess the associated risk of joining 

the endeavor more accurately, hence, are easier to convince. Moreover, onboarding experienced partners can 

also help secure the other stakeholders’ participation because stakeholders in a new venture need reassurance 

about each other’s competence and reliability (Bhide & Stevenson, 1989).  

As the venture scales, the number of stakeholders only increases, potentially leading to conflicts caused by 

differing interests and risk-reward preferences. For instance, after every financing round, the startup’s board 

of directors typically grows as the lead investor is likely to demand a seat. The board’s expansion potentially 

results in conflicts caused by differing opinions about the startup’s future strategic direction (Eisenmann & 

Wagonfeld, 2012). Simultaneously, the number of other partners, employees, and customers also rises, further 
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heightening the complexity of the stakeholder network. Thus, entrepreneurs need to make a conscious effort 

to realign stakeholders’ values by providing an overarching narrative about the purpose of the business. 

Guiding stakeholders in their sensemaking regarding the startup’s mission is critical in times of increased 

uncertainty, for example, if a new venture needs to pivot to new business models or readjust its strategy to 

match changing customer needs (McDonald & Bremner, 2020). As a result, startups need to adopt new 

approaches to manage an increasingly complex stakeholder network and develop new skills as the organization 

grows (Greiner, 1998).  

3.2.2.4 Appropriating Value  

As previously outlined, entrepreneurs usually create new ventures to appropriate value from the opportunities 

identified and commercialize innovations. After introducing a new product or technology to the market, it must 

be protected to obtain economic returns and create sustained value. Sustained value creation usually requires 

the erection of barriers to avoid the diffusion of underlying knowledge and prevent competitors from simple 

imitation (Burgelmann & Hitt, 2007). Teece (1986) describes three general barriers that affect the degree to 

which an innovator can profit from its innovation: the appropriability regime, competing dominant designs, 

and associated complementary assets (Lüdecke-Freund, 2020). 

First, the ‘appropriability regime’ is mainly influenced by the nature of the technology, for example, the 

easiness and rapidness of imitation and the efficacy of legal mechanisms for protection. It can be distinguished 

between a tight appropriability regime entailing easily applicable formal protection mechanisms and a weak 

appropriability regime with limited protection possibilities commonly leveraging informal measures (Teece, 

1986). Formal instruments for protection include patents, copyrights, trademarks, and design registrations. 

Also, informal measures such as secrecy, first-mover advantage, design complexity, or customer lock-in effects 

can pose barriers for competitors (Cohen et al., 2000; Rothenberg, 2007). Second, ‘dominant designs’ are 

product layouts or production processes that achieve wide acceptance and are official or quasi industry 

standards (Lüdecke-Freund, 2020) that innovators need to compete with. Third, ‘complementary assets’ refer 

to the fact that appropriating value from an innovation often depends on third‐party assets and capabilities as 

well as complementary products or services (Teece, 1986).  

In summary, the four decision dimensions outlined are described as crucial for startups’ success by the 

respective scholars and overlap with the underlying elements of entrepreneurial strategy. Based on their 

significant influence on the success or failure of a venture, the dimensions will guide the elaborations on 

sustainable entrepreneurship in the following. 
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3.3 Sustainable Entrepreneurship 
Addressing environmental challenges on a business level can be seen from a twofold perspective. On the one 

hand, established companies can adopt sustainable measures and focus on corporate social responsibility 

(Schaltegger et al., 2018). On the other hand, entrepreneurs can establish new ventures incorporating 

sustainability goals into their business model from the outset. Traditionally, environmental and welfare 

economics theory concludes that market failures prevent entrepreneurial action from solving environmental 

problems. Contrarily, some authors consider entrepreneurship an essential factor to solve environmental issues 

(Dean & McMullen, 2007). Schaltegger et al. (2018) believe the transformation towards a more sustainable 

future requires what Schumpeter famously refers to as ‘creative destruction’. Sustainable entrepreneurship, it 

is argued, destroys existing production technologies, products, ways of consumption, and market structures. 

The sustainable entrepreneur then replaces them with superior social and environmental outcomes (Schaltegger 

& Wagner, 2011). In accordance with Schaltegger & Wagner (2011), Cohen & Winn (2007) believe that 

sustainable entrepreneurship can slow the degradation and even gradually improve the earth’s ecosystems. 

There are several terms that describe addressing social and environmental challenges through entrepreneurship, 

often used interchangeably, for example, environmental entrepreneurship, green entrepreneurship, 

enviropreneurship, social entrepreneurship, or ecopreneurship (Gast et al., 2017; Pacheco et al., 2010; 

Schaltegger & Wagner, 2011). Dean & McMullen (2007) distinguish between the motivation for founding: 

social entrepreneurship refers to a mission-driven entrepreneurial endeavor, whereas sustainable 

entrepreneurship indicates a profit-driven venture formation.  

For this thesis, the term sustainable entrepreneurship and the definition of Cohen & Winn (2007) is adopted as 

it focuses on newly founded ventures. According to the scholars, sustainable entrepreneurship enables founders 

to obtain entrepreneurial rents while simultaneously improving local and global social and environmental 

conditions. 

3.3.1 Business Case for Sustainability 

The desire of consumers to contribute to the improvement of social and environmental problems through their 

behavior (Gast et al., 2017), and a higher willingness to pay for sustainable products, provide challenges and 

opportunities for entrepreneurs to meet new consumer demands, resulting in sustainable development (Menguc 

& Ozanne, 2005; Schaltegger & Wagner, 2011). Traditionally, many scholars have criticized environmentally 

sustainable and socially responsible practices in businesses (e.g., Friedmann, 1970), arguing the costs outweigh 

the benefits and company managers are utilizing money rightfully belonging to the company’s shareholders to 

pursue philanthropic objectives. However, a rapidly increasing number of scholars conclude that embedded 

sustainability efforts positively impact business performance (e.g., Nakao et al., 2007; Whealan & Fink, 2016). 

This positive impact is often referred to as the ‘business case for sustainability’. According to Lüdecke-Freund 
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(2020), the business case for sustainability is “based on positive interrelations between business success and 

contributions to a sustainable development of the natural environment, society, and economy” (p. 668).  

For a long time, research in this area has been focused primarily on financial performance, based on the 

assumption that the motive for value creation is almost entirely restricted to profit maximization (Cohen et al., 

2008). However, the notion of the ‘triple bottom line’ enables ventures to measure the value generated not only 

in economic terms but also in environmental and social terms (Dyllick & Muff, 2016; Elkington, 1998). These 

three distinct domains were previously regarded as separate and competing, but sustainable development 

regards them equally important and relevant (Hall et al., 2010).  

The business case for sustainability can manifest itself in various forms, such as improved cost-efficiency, risk 

reduction, enhanced reputation, saved energy and resources, reduced waste and emissions (Menguc & Ozanne, 

2005; Schaltegger & Wagner, 2011). In addition, companies that act sustainably are more attractive to potential 

employees, attracting the best talent while increasing the goodwill and commitment of current employees 

(Endrikat et al., 2014; Orlitzky et al., 2003).  

3.3.2 Hybrid Organizations 

Sustainable entrepreneurship seeking to address specific social and environmental issues often culminates in 

the founding of hybrid organizations redefining the place of firms in society (Boyd et al., 2009, Haigh & 

Hoffmann, 2012). These hybrid organizations, also called ‘value-driven’ or ‘mission-driven’ organizations, 

“operate in the blurry space between the for-profit and nonprofit worlds” (Boyd et al., 2009, p. 8).  

Current approaches of traditional nonprofit and for-profit organizations have often failed to generate large-

scale development (Boyd et al., 2009). Traditional funding sources of nonprofits can no longer provide 

adequate amounts of capital to address sustainability problems. Consequently, the reliance on a continuous 

supply of donor funding for their operations is a limiting factor (Alexander, 2000; Draper, 2005). As a result, 

nonprofits need to establish a social enterprise model to solve the funding issues through earning income. 

However, work in this field is still in a nascent phase (Boyd et al., 2009), and many challenges remain to be 

solved in this area (Billitteri, 2007; Foster & Bradach, 2005, Heritage & Orlebeke, 2004). 

Moreover, traditional businesses have been reluctant to address development goals leaving social and 

environmental issues to government agencies and civil society. Historically, traditional profit-driven firms 

often postulated that it is not their corporate mandate to attempt to address collective problems (Boyd et al., 

2009). However, this attitude is slowly fading, making room for businesses aware that dealing with social and 

environmental issues is in their best interest (Beheiry et al., 2006; Hillman & Keim, 2001; Swanson, 1999). 

This change is signified in the growth of corporate philanthropy and the creation of sustainability departments 

in many larger corporations. Despite this new consideration for social and environmental issues, traditional 
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businesses with their shareholder value maximization focus are not equipped to adequately address critical 

problems in their entirety (Boyd et al., 2009).  

As a consequence of the lack of large-scale solutions generated by nonprofits and for-profits, scholars propose 

that the creation of hybrid models that are both market-oriented and mission-centered, also referred to as for-

benefits and B Corps, might be able to create a more significant impact (Boyd et al., 2009; Billitteri, 2007; 

Strom, 2007).  

While the contemporary body of literature focused on hybrid organizations is still relatively small, the 

phenomena of corporate social responsibility, social entrepreneurship, and alliances between nonprofits and 

for-profits have found significantly more consideration. These three streams of literature provide the 

foundation for research in the area of hybrid organizations but currently only offer a narrow view often 

concentrated on a single aspect of the field (Boyd et al., 2009). First, traditional business research does not 

examine ventures that transcend the realm of corporate social responsibility. Even though some scholars have 

outlined the business case for sustainability, traditional business research does not address businesses that 

explicitly include this effort in their corporate mission. Rather, the scholars focus on evaluating how adhering 

to corporate social responsibility affects the financial return of firms. Second, the existing literature on social 

entrepreneurship concerned with ventures that focus on social issues does not regard environmental issues. 

Third, the stream of literature examining the collaboration of nonprofits and for-profits conceptualizes the two 

as distinct groups. Alliances between nonprofits and for-profits are seen as linkages between the distinct groups 

and are receiving increasing attention. However, this stream of literature does not illuminate the inner workings 

of hybrid organizations embodying both organizational motives (Boyd et al., 2009). Thus, current research 

lacks in regard to considering entrepreneurs “undertaking social and environmental value creation as 

traditional businesses or crossing definitional boundaries” (Boyd et al., 2009, p. 16).  While some 

comprehensive studies have been conducted on this type of organization (Alter, 2007; Haugh, 2005), the 

understanding of companies’ best practices in this field remains minimal, and a significant gap in the literature 

exists concerning research specifically addressing hybrid organizations (Boyd et al., 2009).  

The hybrid spectrum defined by Alter (2007) categorizes hybrid organizations along a continuum between the 

traditional nonprofit and for-profit space. According, to her definition, “all hybrid organizations generate both 

social and economic value and are organized by degree of activity as it relates to (1) motive, (2) accountability, 

and (3) use of income” (Alter, 2007, p. 14).  The author’s definition and the delineation of her spectrum are 

based on Dees’ (1999) conceptualizations concerning the differences in motives, methods, goals, and 

destinations of income/profit between purely philanthropic and purely commercial entities. These differences 

are visualized in figure 1. 
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   Purely 
Philanthropic Hybrid Purely 

commercial 

Motives Appeal to goodwill Mixed motives Appeal to self-
interest 

Methods Mission-driven Balance of mission and market Market-driven 

Goals Social value 
creation 

Social and economic value 
creation 

Economic value 
creation 

Destination of 
Income/Profit 

Directed toward 
mission activities of 
nonprofit 
organization 
(required by law or 
organizational 
policy) 

Reinvested in mission 
activities or operational 
expensed, and/or retained for 
business growth and 
development (for-profits may 
redistribute a portion) 

Distributed to 
shareholders and 
owners 

From this definition, Alter (2007) derives a taxonomy of four types of hybrid organizations as depicted in 

figure 2 alongside their prevailing motives, accountabilities, and use of income.   

According to Boyd et al. (2009), Alter’s (2007) framework is useful to visualize the differences and tradeoffs 

among hybrid organizations. However, they propose that hybrid ventures can not be categorized along a single 

line dimension. The scholars emphasize that instead, profit and mission motives are relatively independent 

organizational dimensions since hybrid organizations exist that are highly driven by both profit and mission, 

challenging the notion of inherent trade-offs between the two objectives. Hybrid ventures can not be 

differentiated from nonprofits and for-profits by a single practice. It is a combination of innovative practices 

that effectively allows hybrid organizations to pursue their market and mission-centric goals. As a result, 

hybrid organizations adopt business models that incorporate their sustainability mission (Boyd et al., 2009).  

Because their purpose of existence differs from traditional enterprises, hybrid organizations adjust their 

relationships to stakeholders and their sources of capital while changing the market for others in the process. 

Figure 1: Characteristics of Hybrid Organizations based on Dees (1998, p. 60) 

Figure 2: The Hybrid Spectrum adapted from Alter (2007, p.14) 
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Hybrid organizations are often first movers that identify specific market opportunities. Consequently, they 

commonly need to educate and cultivate their consumers, develop novel products to reap the benefits of the 

recognized market potential. Only after the market has materialized, incumbents move into the new market 

space (Boyd et al., 2009).  

To conclude, the contemporary body of literature regarding hybrid ventures and specifically how hybrid 

ventures operate is still lacking. A literature gap exists regarding the management of challenges and 

opportunities that arise out of operating in a field of tensions balancing economic and sustainability objectives 

while cultivating a new market space, as visualized in figure 3.  

 

3.3.3 Sustainability-Business Tensions: Challenges and Opportunities  

As outlined in the previous chapter, hybrid organizations seek to reduce negative environmental and social 

consequences (Schaltegger & Wagner, 2011) by simultaneously pursuing diverging social, environmental, and 

economic objectives (Parrish, 2010). These ventures “combine a demand-based market logic with a need-

based logic” (Stubbs, 2016, p. 332). Thus, hybrid organizations aim to combine the efficiency, innovation, and 

resources of a for-profit with the passion, values, and mission of a nonprofit (Battilana et al., 2012). 

Consequently, several divergent goals, values, norms, and identities are embedded within the boundaries of 

one organization (Smith et al., 2013), creating contradictory and competing demands (Besharov & Smith, 

2014) and generating ethical dilemmas for their leaders (Dees, 2012; Margolis & Walsh, 2003). 

As a result, understanding hybrid organizations effectively is dependent on insights into the nature and 

management of these tensions (Smith et al., 2013). While existing studies describe hybrid organizations that 

adopt a wide range of strategies to address societal problems and opportunities (Alter, 2007), the unifying 

Figure 3: Organizational Dimensions of Hybrid Organizations adapted from Boyd et al. (2009) 
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characteristic is the twofold commitment resulting in contending identities, goals, logic, and practices, which 

creates tensions for leaders and their organizations (Smith et al., 2013). Despite most studies comprising the 

contemporary body of literature acknowledging sustainability-business tensions as a key characteristic of 

hybrid organizations (e.g., Smith et al., 2012; Tracey & Phillips, 2007), a systematic analysis is lacking. The 

knowledge about different types of tensions, their associated challenges, and opportunities, as well as the nature 

of the organizational response remains minimal. Therefore, the “scholarship does not yet fully capture the 

complexity of the social enterprise phenomenon” (Smith et al., 2013, p. 408).  

Smith et al.’s (2013) paper constitutes a first step in drafting a systematic analysis of the tensions surfacing in 

companies focused on economic, environmental, and social value creation. Following Smith & Lewis’ (2011) 

categorization of tensions as performing, organizing, belonging, and learning, the authors emphasize the 

prevalence and variety of tensions within hybrid organizations.  

First, ‘performing tensions’ arise when organizations follow varied and conflicting goals or seek to address 

varying demands across multiple stakeholders (Smith & Lewis, 2011). The sustainability mission of the 

venture is associated with goals centered on making a difference for society. Succeeding to achieve this mission 

would benefit a broad range of stakeholders such as employees, beneficiaries, communities, and funding 

partners. However, the available metrics to measure this success are difficult to standardize since the perception 

of success in this context is often subjective. In contrast, the goals related to the business venture are primarily 

determined by commercial success and profitability (Smith et al., 2013). The business goals can be easily 

measured with specific standardized metrics and address a significantly narrower group of stakeholders, 

particularly owners and investors (Jensen, 2002). As a consequence, entrepreneurs face difficulties defining 

success across the diverging goals.  

Second, ‘organizing tensions’ emerge from contradictory internal dynamics linked to structures, cultures, 

practices, and processes (Smith & Lewis, 2011). In the context of hybrid ventures, organizing tensions are 

primarily associated with the team composition since the venture needs to hire for skills that enable the social 

mission while simultaneously hiring for skills that enable efficiency and profitability (Smith et al., 2013).    

Third, ‘belonging tensions’ emanate from questions of identity (Smith & Lewis, 2011). Leaders commonly 

face difficulties individually and collectively defining where their organization stands between the profit 

motive and the social mission (Smith et al., 2013; Tracey & Phillips, 2007). Moreover, belonging tensions 

surface as hybrid organizations manage relationships with their stakeholders (Smith et al., 2013). Stakeholders 

that align with the social mission of the business, for instance, foundations or nonprofit organizations, often 

have diverging identities compared to those aligned with the business venture, such as investors and partners. 

Even though the stakeholders might all value the combined social and business purposes of the hybrid 

organization, they aim to connect with the venture along the dimensions of their particular interest (Smith et 



29 
 

al., 2013). To position themselves vis-a-vis their divergent stakeholders, Smith et al. (2013) propose that hybrid 

ventures need to consciously decide when to emphasize their social mission, their business venture, or both 

simultaneously. Accordingly, hybrid organizations can present different identities to different stakeholder 

groups to mitigate the effect of different stakeholder identities. However, challenges might arise if stakeholders 

are not encountered individually, and mixed messages lead to confusion among different stakeholder groups 

(Smith et al., 2013). Alternatively, hybrid ventures can communicate an integrated social and business identity. 

Adopting an integrated hybrid identity might lead to concerns among stakeholders aligned with the social 

mission regarding the hybrid organization complying with their sustainability standards. Traditional businesses 

associated with the hybrid organization might doubt that the venture’s work quality meets their business 

standards (Bell, 2011).  

Lastly, learning tensions surface from the juxtaposition of multiple time horizons. In the long term, 

organizations aspire to grow, scale and remain flexible while also striving for stability and certainty in the short 

term (Smith & Lewis, 2011). Hybrid organizations encounter these learning tensions in several domains. 

Measuring financial outcomes and cost in the short term is relatively straightforward. In contrast, sustainable 

mission outcomes require a long time horizon (Hoffman et al., 2012). These different time horizons can 

enhance conflicting prescriptions for strategic action (Smith et al., 2007). Learning tensions also surface around 

growth and scalability (Smith et al., 2013). Hybrid ventures want to scale to increase the impact of their mission 

(Dees et al., 2004). These scaling ambitions can diminish the mission’s impact since incorporating the 

founder’s values and morals in the business dimension of the venture is more manageable in smaller companies 

(Haigh & Hoffman, 2012).  

However, the existence of tensions faced in hybrid organizations can also bear opportunities. Being at the 

crossroads of distinct logics can be advantageous since managing conflicting demands gives leaders more 

freedom in developing novel, creative alternatives to existing solutions (Smith et al., 2013). Combining 

activities from the market and social logics can secure the endorsement of a broad range of stakeholders 

(Stubbs, 2016). 

In a nutshell, academia suggests that entrepreneurs establishing a hybrid organization need to balance 

economic and sustainability objectives consciously. The sustainability mission of these entrepreneurs often 

provides critical inspiration, focus, and motivation. However, should pursuing the mission’s success be 

overemphasized to the detriment of the business purpose, the startup can face financial ruin (Tracey et al., 

2011). Similarly, should the entrepreneur prioritize the business venture over the sustainability dimension, for 

example, to attain resources from stakeholders identifying with the commercial logic of the venture, the 

organization can experience ‘mission drift’ - drifting away from their initial sustainability mission (Smith et 

al., 2013). As described, the tensions characteristic for hybrid organizations transcend various organizational 
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dimensions and give rise to several challenges and opportunities. In the following, specific challenges and 

opportunities relating to the decision dimensions identified from entrepreneurial management literature, choice 

of customer, financing, stakeholder management with a specific focus on commercial partnerships, and 

establishing an appropriability regime while fostering diffusion, are elaborated upon.  

3.3.3.1 Eco-niche and Scaling 

According to Wüstenhagen et al. (2008), “an innovation is not successful until it finds a customer” (p. 11). 

While this is true for all types of innovation, it is particularly relevant in the context of sustainable 

entrepreneurship where initiating commercialization and starting to penetrate the mainstream market “beyond 

the eco-niche” (Wüstenhagen et al., 2008, p. 10) is identified as a key challenge induced by the tensions 

inherent to pursuing economic and sustainability objectives simultaneously (Lüdecke-Freund, 2020).  

Battilana et al. (2012) suggest that traditional profit-driven businesses usually see their consumers as 

customers, whereas conventional nonprofit organizations see their consumers as beneficiaries. For hybrid 

organizations emerging out of sustainable entrepreneurship, this classic customer-beneficiary dichotomy is 

blurred since they provide products and services that, when consumed, produce societal value. Consequently, 

beneficiaries and customers may become indistinguishable when consumption yields both revenue and social 

value (Battilana et al., 2012). This integration of both groups can potentially resolve the characteristic tension 

between mission and growth because it leads to growth of sales and fulfillment of mission being inseparable. 

Hence, focusing on growth does not take away resources from beneficiaries. However, depending on the 

sustainability issue the entrepreneurs strive to address, such integration of sustainability value creation with 

earning commercial revenue in a single transaction might not be achievable (Battilana et al., 2012). 

Academia proposes that sustainability startups often enter the market by discovering a relatively small number 

of customers who prefer environmentally and socially superior products and services - the ‘eco-niche’ (Dean 

& McMullen, 2007; Reinhardt, 1999). While the market for products differentiated by their sustainability 

characteristics has been a relatively small percentage of total demand in the past, the collective magnitude of 

such consumers is substantial (Dean & McMullen, 2007). Moreover, as further elaborated on in chapter 3.3.1, 

recent literature suggests a growing market for green products constituting a growing opportunity for 

sustainable entrepreneurs (Boyd et al., 2009). To appeal to customers in the eco-niche, sustainability startups 

need to build confidence in their products and services (Dee et al., 2008). Since no collective understanding 

exists of when a product is considered to be sustainable, sustainability ventures need to engage in an active 

discourse with potential and existing customers around the subject (Lüdecke-Freund, 2020).  

Furthermore, sustainability ventures need to educate their customers since the lack of knowledge about the 

environmental impact of products and services can potentially prevent them from buying offerings they would 
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otherwise desire. This lack of knowledge results in customer uncertainty about the advantage of the 

environmentally or socially superior offering. Consequently, the consumer cannot express their values in 

buying behavior to the extent that information about the superior performance of a company, its products, or 

services is unavailable (Dean & McMullen, 2007). Thus, hybrid organizations need to build a deep personal 

relationship with their consumers to foster discourse and knowledge distribution (Boyd et al., 2009). If trust is 

established, customers can help grow the market and support the hybrid venture to reach its social change 

objectives in a mutually reinforcing cycle. However, should a hybrid organization break the relationship, the 

consequences might be more detrimental than for traditional businesses. Consequently, a hybrid venture would 

need to engage in expensive reconciliation strategies (Goldstein & Russo, 2006). Thus, for a hybrid venture, 

“demonstrated commitment to its values is paramount” (Hoffmann et al., 2012, p. 141). 

In addition, sustainable ventures internalize external costs causing environmental and social harm; hence, they 

often need to convince consumers to pay a premium (Hockerts & Wüstenhagen, 2010). Their status as 

newcomers allows them to more credibly communicate being part of the solution rather than the problems 

caused by incumbents (Hockerts, 2006). However, they still need to persuade consumers of the benefits their 

products offer them individually besides the sustainability factor (Hockerts & Wüstenhagen, 2010).  

Even though sustainability startups usually display a high level of environmental and social performance that 

is attractive to a select number of customers in the eco-niche, they often fail to reach a broader mass market 

(Hockerts & Wüstenhagen, 2010). In some cases, this failure to reach a broader mass market is deliberate. 

Such a decision can either be driven by ideological or economic reasons. Ideological reasons relate to the 

concern that broadening their customer segments might decrease environmental or social standards or lead to 

mission drift. The economic rationale relates to concerns that incumbents might easily outspend them in R&D 

and distribution. As a result, sustainability start-ups have an inclination to keep their niches small, not to attract 

incumbent competition (Hockerts & Wüstenhagen, 2010). In most cases, remaining in the eco-niche is not 

deliberate. Despite having developed technically feasible environmental and social solutions, their expansion 

to larger market shares or the mass market is often limited by information constraints, funding restrictions 

(further detailed in chapter 3.3.3.1), or few distribution channels (further detailed in chapter 3.3.3.3) (Hockerts 

& Wüstenhagen, 2010; Schaltegger et al., 2016).  

However, inventions bearing the potential to create positive environmental and social effects need to scale 

beyond their eco-niche to turn into effective sustainability innovations (Boons et al., 2013; Geels, 2010; 

Lüdeke‐Freund, 2020). Sustainable entrepreneurs are faced with this challenge “whenever they try to 

disseminate new solutions to sustainability problems through commercial activities and whenever they aim for 

large market shares and socio‐political influence” (Lüdeke‐Freund, 2020). 
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Schaltegger & Wagner (2008) further suggest that aspiring to transform an industry is a defining element of 

sustainable entrepreneurship. This proposition implies that sustainable entrepreneurial firms do not only see 

sustainability as central to core business activities but aim for mass-market transformation beyond the eco-

niche (Hockerts & Wüstenhagen, 2010; Villiger et al., 2000). Similarly, Fussler & James (1996) show that 

innovative firms can drive ecological innovation profitably, not by following current customer demand but by 

creating future market space. 

When moving from the eco-niche to adjacent customer segments towards the mass market, the overarching 

challenge is to address new customer groups while ensuring no mission drift occurs; thus, the sustainability 

standards are not reduced. As a first step, such growth strategy entails the challenge of activating potential 

customers who are in principle prone to sustainability products (Schaltegger et al., 2016). Activating these 

customers requires a detailed understanding of why these customers have not yet been willing to express their 

sustainability preferences in purchasing activity. Depending on the observed reasoning, a sustainability 

startup’s growth strategy may require an improvement of core characteristics of the offering, thus, 

improvement of the value proposition, an enlargement of the distribution channels, or the creation of events 

that activate a change of customer habits for example through further education (Schaltegger et al., 2016).  

3.3.3.2. Financing Sustainable Entrepreneurial Ventures 

Beltramello et al. (2013) find that access to financing is a significant constraint for many new business models 

and poses a fundamental challenge for most young and innovative firms. Challenges to obtain funding are 

exacerbated through the unique hurdles associated with commercializing a sustainability innovation (Dee et 

al., 2008; Lüdecke-Freund, 2020; Randjelovic et al., 2003; Wüstenhagen et al., 2008). The tensions arising out 

of their ambition to bridge the dichotomy between pursuing a sustainability mission and for-profit objectives, 

especially performing and learning tensions, further add to the difficulty (Smith et al., 2013). Consequently, 

many sustainability startups remain underfunded (Randjelovic et al., 2003). Financing challenges are of high 

importance for sustainability startups concerning both securing funding for R&D as well as for initial 

commercialization (Dee et al., 2008). However, the need for financing sustainable innovation and 

entrepreneurship has received scant attention in research so far (Randjelovic et al., 2003; Wüstenhagen et al., 

2008). 

The for-profit and nonprofit sectors have established sophisticated vehicles for financing. The for-profit sector 

relies on an advanced equity and debt financing infrastructure. Nonprofits can tap into a network of 

foundations, early-stage fellowship grantors, and venture philanthropists. However, for hybrid organizations, 

no such advanced financing infrastructure exists. Because of their for-profit dimensions, hybrid ventures often 

do not qualify for traditional nonprofit funding sources. Furthermore, in most cases, nonprofit funding sources 

can not provide the large capital sums required to grow beyond the eco-niche (Battiliana et al., 2012).   
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Sustainability startups also face difficulties obtaining financing from traditional for-profit investors, such as 

venture capitalists (Bocken, 2015). As encapsulated in the conceptualization of learning tensions, longer time 

horizons are inherent to the sustainability objectives that hybrid organizations adopt (Hoffmann et al., 2012). 

Therefore, hybrid organizations operate on longer time horizons than for-profits, commonly leading to slower 

growth (Randjelovic et al., 2003). Quicker growth more aligned with the expectations of traditional financiers 

seems only possible if the startups compromise on their sustainability mission (Boyd et al., 2009). Hoffmann 

et al. (2012)  propose that hybrid organizations often seek to operate with a higher degree of autonomy than 

traditional businesses to circumvent the risk of mission drift. Thus, sustainability startups “avoid traditional 

venture capitalists who often want more control and a greater focus on profit as the overriding objective” 

(Hoffmann et al., 2012, p. 9). Furthermore, the focus on sustainable value creation is perceived to be less 

attractive to mainstream banks and VC organizations since they often presume that it contributes to lower 

profitability compared to their other clients (Doherty et al., 2014; VanSandt et al., 2009). According to 

Randjelovic et al. (2003), some startups even consciously avoid marketing their sustainability because they 

assume it would lead to facing more difficulties securing funding. Hybridity also makes it harder for financiers 

to access the risk profile of sustainability startups as they are poorly understood by mainstream sources of 

finance, and sustainability risk can not easily be quantified (Battilana et al., 2012; Battilana & Dorado, 2010). 

According to Doherty et al. (2014), this can create tension and pressure regarding the prioritization of 

commercial over social objectives. To counteract this pressure, hybrid ventures might leverage mixed funding 

streams or access social investment funds (Doherty et al., 2014).  

Since the traditional early-stage equity financing methods established for for-profit startups are often not suited 

to hybrid ventures, hybrid ventures need to establish connections to investors who embrace the same dual 

objectives (Battilana et al., 2012). Boyd et al. (2009) find that hybrid organizations can, for example, seek 

sources of patient capital or “below-market-rate” equity or debt from friends or sustainability-motivated 

investors investing with longer time horizons. In addition, sustainability startups can obtain financing from 

angel investors whose values align with those of the organization (Battilana et al., 2012). 

Although other investors can provide financing, venture capitalists still serve as the key linchpin in the 

investment process for sustainable innovation (Bocken, 2015; Keuschnigg, 2004). Randjelovic et al. (2003) 

underline this need for innovative financing mechanisms to facilitate sustainable development and describe the 

emerging phenomenon of green VC funds. However, “green VC is in its infancy,” and amounts invested by 

such funds are significantly smaller than the sums invested by their traditional counterparts (Randjelovic et al., 

2003, p. 244). Green VC investments differentiate themselves through their longer investment periods 

accounting for the extended period of product development to reach a market breakthrough. In contrast to 

traditional VCs that include environmental factors in their investment decision procedure as a risk factor only, 

green VCs consider the capacity eco-innovations have to add value to a venture. Thus, green VCs can generate 
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double dividends referring to the creation of both low environmental impacts or risks and financial returns 

(Randjelovic et al., 2003). After targeting eco-innovations, the decision investment procedure of green VCs 

strongly resembles the procedures of mainstream venture capitalists. As in the traditional VC industry, a refusal 

of funding is often based on a bad business plan characterized by a lack of essential data like expected revenues. 

Furthermore, startups can fail to obtain funding from green VCs if they are in a very early development stage. 

Because many green VCs have only recently been founded, they prefer more mature startups to decrease their 

investment risk (Randjelovic et al., 2003). Obtaining financing from green venture capitalists can be a crucial 

success factor for sustainability entrepreneurs as they commonly provide triple bottom line business advice 

and network support in addition to financial support (Bocken, 2015).  

Lastly, sustainability entrepreneurs can also leverage their strong relationships with key stakeholder groups, 

such as customers, to access capital (Doherty et al., 2014). If sustainability entrepreneurs face problems 

conveying the value of their proposed venture to traditional investors, crowdfunding is an appropriate 

alternative financing strategy (Paschen, 2017; Lehner, 2013; Hörisch & Tenner, 2021), in particular, because 

a best practice for crowdfunding is targeting a crowd that can empathize with the founder’s business aim 

(Paschen, 2017). Hörisch & Tenner (2021) find that the typical supporter of sustainability-oriented 

crowdfunding campaigns is young, well-educated, familiar with crowdfunding, and holds low levels of 

conservative values. If the sustainability startup has a high financing need typical for the growth phase, equity 

crowdfunding is the most appropriate strategy because the capital required to scale is often unattainable 

through donation or lending crowdfunding models (Paschen, 2017). 

All in all, overcoming resource constraints and obtaining the necessary funding to scale is vital for 

sustainability startups (Schaltegger et al., 2016). Thus, it is particularly interesting to enhance the academic 

understanding of the interaction between sustainability entrepreneurs and their investors (Wüstenhagen et al., 

2008). Particularly, green VC investment could be a critical success factor for sustainability startups. However, 

research in this area is still nascent (Bocken, 2015) 

3.3.3.3 Commercial partnerships  

The importance of collaboration in entrepreneurship has been underlined in several strands of research. Both 

business model literature and stakeholder theory assume that entrepreneurs do not create value in a black-box 

but rather in dense cooperation with key partners and various stakeholders (Schaltegger et al., 2018). Market-

entrants often choose collaborative partnerships with large incumbent firms instead of competing with them 

since they regularly possess the necessary complementary assets such as manufacturing capabilities, marketing 

channels, and brand name (Rothaermel, 2001). While identifying potential partners, their interests and 

resources, is already a challenge in conventional entrepreneurship, Schlange (2006) argues that attracting the 
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right stakeholders is particularly challenging for sustainable entrepreneurial ventures due to their triple bottom 

line nature and the contradictory character of these goals.  

To build a comprehensive understanding of the dynamics encountered by hybrid startups, it is essential to 

investigate partnerships between sustainability ventures, incumbents, and other partners (Hockerts & 

Wüstenhagen, 2010). Domenico et al. (2009) find that hybrid organizations and corporations have strong 

reasons to collaborate. However, despite the rising awareness and importance of corporate-hybrid 

collaboration (Domenico et al., 2009), the amount of literature concerned with partnerships of hybrid 

organizations and its related management challenges is limited (Hockerts & Wüstenhagen, 2010).  

According to Domenico et al. (2009), partnerships between hybrid organizations and for-profits are shaped by 

the value that collaborators attribute to the inputs of their partner and the expected benefits as well as competing 

practices intrinsic to the dual mission of hybrid organizations. Two motivations for partnerships of hybrid 

organizations are prevailing in literature: First, building resource-oriented relationships in the supply or 

distribution chain (Lyon, 2011; Gray & Stites, 2013) and second, facilitating the achievement of the social 

missions of one of the partners (Nwankwo et al., 2007). The intended outcome is usually a mutual gain from 

the partnership, leveraging complementary assets of the partner: Hybrid organizations often seek financial 

resources or want to increase their reach, while for-profits seek legitimacy to operate and build up a sustainable 

reputation to enhance their returns. (Sakarya et al., 2012). Davies and Ryals (2010) identified that the type of 

partner changes during the evolution of the venture. In the early stages, hybrid organizations look for ‘family 

members’ who share the purpose and have similar values and beliefs. As the venture matures, new resources 

are acquired through adding more distant ‘network partners’ (Doherty et al., 2014). 

Managing partnerships of hybrid organizations involves a high degree of complexity, as both partners want to 

achieve the goals of their own organization as well as the goals of the partnership (Doherty et al., 2014). 

Therefore, several problems can occur, of which the most common three are mentioned below. 

First, the formation of a ‘common vision’ is often problematic. In both for-profits and nonprofits, the partners 

need to agree on common goals so that they can commit wholeheartedly to determined goals. Since hybrid 

organizations simultaneously pursue profit and sustainability objectives, aligning goals with a strictly for-profit 

or nonprofit corporation is predestined to be difficult if the process is not properly managed (Boyd et al., 2009). 

To elaborate, partnerships with for-profits could increase the risk of mission drift, while partnering with 

nonprofits might lead to overemphasizing the sustainability mission to the detriment of the profit-making 

objective. 
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Second, ‘creating trust’ is essential for the partnership’s success. While developing trust among partners who 

have long histories of being on opposite sides of the table is not easy, regaining trust once it is violated is even 

more difficult and may take much longer (Gray & Stites, 2013). 

Third, ‘handling conflict’ over values, goals, and procedures is a key vehicle for managing partnerships in a 

goal-oriented way (Gray & Stites, 2013). As described, in hybrid startups, divergent goals, values, norms, and 

identities are embedded within the boundaries of one organization (Smith et al., 2013), potentially leading to 

conflict (Besharov & Smith, 2014). Accordingly, managing internal conflict is integral for the success of 

sustainability startups (Smith et al., 2013). Moreover, arising conflicts in partnerships further add to the 

complexity of conflict resolution. According to Doherty et al. (2014), hybrid organizations are advised to 

employ their sustainable mission as a force for strategic direction. This entails creating optimal conditions 

under which commercial revenue and social value creation can be combined successfully. 

3.3.3.4 Diffusion and Appropriability Regime  

In addition to the three ‘Teecian’ barriers described in 3.2.2.4, six specific barriers to successful diffusion in 

the context of sustainability startups. These barriers result from the deliberate aspiration to create sustainability 

value with and for stakeholders (Lüdecke-Freund, 2020).  

First, the simultaneous pursuit of economic, environmental, and social goals inherently entails trade-offs. 

Moreover, the classification of innovations as sustainable can only be achieved collectively through societal 

discourse (Hansen et al., 2009). As the criteria to weigh these trade-offs differ within its spatial, temporal, and 

cultural embeddedness, sustainable innovation is interpreted differently in different contexts (Boons et al., 

2013), described as ‘discursive ambiguity’ (Lüdecke-Freund, 2020). 

Second, there is a ‘lack of trustworthy methods’ such as accounting systems or performance measurement to 

demonstrate the sustainability of an innovation. These methodological constraints make it difficult to draw 

conclusions between sustainability performance and the innovation (Lüdecke-Freund, 2020).   

Third, sustainable innovations entail ‘directional risks’ resulting from the fact that an innovations’ social, 

ecological, and economic impacts cannot be anticipated or can only be anticipated insufficiently. This 

uncertainty leads to more complex decision-making processes (Lüdecke-Freund, 2020).  

Fourth and fifth, there is a need for ‘radical innovations’ and a ‘system-level change’ in order to be able to 

replace unsustainable dominant designs and change existing patterns of production and consumption (Boons 

et al., 2013). Boons et al. (2013) point out that those innovations frequently target a niche market in an early 

phase.  
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Lastly, the ‘double externality problem’ is a burden for sustainable entrepreneurs. Part of the value of an 

innovation cannot be appropriated due to spillover effects that allow third parties to profit from their efforts 

“for free” (Pisano & Teece, 2007), while external ecological and social costs are deliberately borne by the 

innovator (Hockerts & Wüstenhagen, 2010). This leads to a balancing act between ‘revealing’ the innovation 

and ‘protecting’ it. Finding a suitable compromise between transparency towards customers and secrecy 

towards competitors marks one of the significant sources of tensions in sustainable entrepreneurship 

(Schaltegger et al., 2018). 

While these six sustainability-specific barriers are widely acknowledged (Lüdecke-Freund, 2020), Lüdecke-

Freund (2020) suggests there is still a literature gap concerning overcoming those barriers and creating 

sustainability-related capabilities. In an effort to address this gap, Demirel & Kesidou (2019) have so far 

identified voluntary self-regulation, targeted investment in environment-related R&D, and raising awareness 

of green markets as key capabilities that companies need to develop. However, the number of publications in 

this stream of literature is still limited, pointing towards the need to conduct further research (Lüdecke-Freund, 

2020).  

3.4 Derivation of the Theoretical Framework 
In this section, we draw a line through the literature review and aggregate the underlying theory to derive a 

research-specific theoretical framework that serves as the basis for answering the research questions. As the 

primary focus of this thesis is fintechs pursuing sustainability and economic objectives, the framework draws 

on the contemporary body of entrepreneurial management, hybrid organization, and sustainable 

entrepreneurship literature.  

As all entrepreneurial ventures operate under uncertainty and resource constraints, entrepreneurs need to 

continuously try to reduce their risk of failure by proactively strategizing, weighing different choices, and 

making appropriate decisions. These entrepreneurial management decisions are central for the success of a 

venture and situated in the domains of choosing a customer, determining the communication with stakeholders, 

and competitive space influencing a companies’ approach to value creation and capture. Further, they 

encapsulate whether a startup seeks to collaborate or compete with competitors and the tightness of the adopted 

appropriability regime (Gans et al., 2018; Eisenmann, 2014). In addition, a startup has to configure its activities 

in line with its value proposition and determine the resource amount needed to establish and grow its 

operations. The entrepreneurial strategy and the adopted business model need to be continuously reiterated as 

the surrounding circumstances change and the startup scales (Chatterjee, 2013).  

Following hybrid organization academia, the two divergent objectives often creating contradictory and 

competing demands (Besharov & Smith, 2014) are placed at the framework’s core. As outlined, arising out of 
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this twofold commitment are tensions characteristic to hybrid organizations, namely performing, organizing, 

belonging, and learning tensions which culminate in a multitude of challenges and opportunities (Smith et al., 

2013). As a result, understanding such organizations is dependent on insights into the nature and management 

of these challenges and opportunities (Smith et al., 2013). Since the focus lays specifically on sustainability 

startups, the dimensions selected for the derived framework echo the success factors of traditional for-profit 

ventures as they are also determined essential for the success of hybrid organizations in the underlying theory. 

In fact, embedding both sustainability and profit within the boundaries of one organization further elevates the 

complexity and difficulty latent to the management of these challenges and opportunities. Thus, it is feasible 

to assume that solutions to the emerging challenges and the pursuit of opportunities might differ from 

traditional for-profit startups. 

First, the choice of customer is integral to identifying and scaling beyond the eco-niche, which is a precondition 

for sustainability entrepreneurs aiming to influence the mass market. Second, overcoming resource constraints 

necessary to establish and grow the venture by obtaining funding is encapsulated in the dimension financing. 

Third, the dimension commercial partnerships entails the interaction with partners. Fourth, the extortion of 

control over the sustainability innovation is incorporated in the dimension appropriability regime. The 

framework is visualized in figure 4. 

  

Figure 4: Theoretical Framework (own illustration) 
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4. METHODOLOGY 
In this methodology chapter, choices and considerations regarding this thesis’ research methods are derived 

and justified. First, the theoretical methodology, referring to research philosophy and design, is presented. 

Second, the practical methodology, comprising case selection and description as well as data collection and 

analysis strategies adopted, is outlined. Lastly, concerns regarding data quality are addressed.  

4.1 Theoretical Methodology  
In the following subsection, ‘ontological’, ‘epistemological’, and ‘axiological’ assumptions are described as 

they guide the choice of research philosophy and provide insights into our understanding of the overall research 

question as well as the choice of research design and interpretation of the findings.  

4.1.1 Research Philosophy 

Research philosophy is defined as a system of beliefs and assumptions about developing knowledge (Saunders 

et al., 2019). Assumptions are made at every stage of the research process (Burrell & Morgan, 2019), including 

‘ontological’ assumptions about the nature of realities encountered through the research, ‘epistemological’ 

assumptions about human knowledge, and ‘axiological’ assumptions referring to the extent and ways the 

researchers’ values influence the research process (Saunders et al., 2019). These assumptions underpin the 

research philosophy, shape the researchers’ understanding of the research question, methodological choices, 

and the interpretation of findings (Saunders et al., 2019, Crotty 1998). 

Research philosophies can be differentiated by identifying where their underlying assumptions fall on the 

objectivism–subjectivism continua (Burrell & Morgan, 2019). ‘Objectivism’ argues that social reality is 

external to social actors meaning that, ontologically, objectivism embraces ‘realism’. Consequently, 

pronounced objectivists believe that interpretations and experiences of social actors do not influence the 

existence of the social world, resulting in the assumption that there is only one true social reality experienced 

by all social actors. The realist epistemology is focused on discovering truth by observing measurable facts 

while claiming to have value-free, detached axiology (Saunders et al., 2019).  

On the contrary, ‘subjectivism’ is rooted in the belief that social reality is made out of social actors’ perceptions 

and consequent actions. Ontologically, subjectivism embraces ‘nominalism’, assuming no underlying reality 

to the social world beyond what social actors attribute to it. Thus, rather than a single reality, multiple realities 

exist (Burrell & Morgan, 2019). A less extreme version of nominalism is ‘social constructivism’, considering 

reality to be constructed intersubjectively through social interaction in which social actors create partially 

shared meanings and realities. Since these social interactions are a continual process, social phenomena are in 

a constant state of flux. Accordingly, the related epistemology is focused on social actors’ opinions, narratives, 
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interpretations, and perceptions that convey these social realities. As the researchers are social actors, they 

cannot detach themselves from their values resulting in value-bound, reflexive axiology (Saunders et al., 2019). 

Since this thesis is concerned with sustainability entrepreneurship, an emerging, multifaceted phenomenon 

based on no single universally accepted definition of sustainability outlined in chapter 3.1.2, we chose to adopt 

a subjective perspective based on a social constructivist ontology. 

Research philosophies can be further differentiated by identifying the ideological orientation of the researcher 

towards the social world investigated. Researchers can either be positioned in the ‘regulation’ or the ‘radical 

change’ perspective (Burrell & Morgan, 2019). As with the majority of business and management research, 

we adopt a regulation perspective seeking to suggest “how organizational affairs may be improved within the 

framework of how things are done at present, rather than radically challenging the current position” (Saunders 

et al., 2019, p. 139). We argue that a regulation perspective is the most appropriate for our research as we 

investigate impact fintechs, their challenges and opportunities arising out of pursuing a dual mission, and their 

relationships with stakeholders in the current capitalist market environment. 

Burrell & Morgan (2019) differentiate between four social research paradigms based on the researchers’ 

adoption of a subjective versus objective and radical change versus regulation perspective. As we follow a 

subjective and regulation perspective, the research falls into the ‘interpretative paradigm’ for organizational 

analysis. A paradigm is a set of basic and taken-for-granted assumptions which underwrite the frame of 

reference and mode of theorizing. The primary focus of research undertaken within this paradigm is 

understanding the meanings attached to organizational life, possibly entailing discovering multiple 

subjectivities (Saunders et al., 2019). Our overall research question is concerned with how impact fintechs 

manage challenges and opportunities arising from balancing economic and sustainability objectives. Thus, it 

strives to explore the inner workings of the case companies to understand and explain how diverging objectives 

are pursued and which consequences arise, rather than changing current practices (Kelemen & Rumens, 2008).  

There are five major research philosophies in business and management research (Saunders et al., 2019), of 

which we follow ‘interpretivism’. Interpretivism is a subjectivist philosophy emphasizing that humans create 

meanings which differentiates them from physical phenomena (ontological assumption). As our research aims 

to create a newer, richer understanding of organizational realities in the specific context of impact fintechs, we 

endeavor to capture the complexity of different social realities rather than defining generalizable laws 

(epistemological assumption). We seek to enter the social world of the interviewed impact fintechs and 

understand this world from their perspective (axiological assumption). As the analyzed dimensions relate to 

business situations unique in terms of contexts, we follow interpretivism to capture the particular set of 

circumstances and interactions involving individuals coming together at a specific time (Saunders et al., 2019). 
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4.1.2 Research Design  

The extent to which a research project is concerned with theory-testing or theory-building has important 

implications regarding the research design. This is often portrayed as two contrasting reasoning approaches, 

‘inductive’ and ‘deductive’, complemented by a third approach, ‘abductive’ reasoning (Saunders et al., 2019). 

Abductive reasoning encompasses both the inductive and the deductive approach (Suddaby, 2006). If the 

research’s point of departure lies in theory and the research strategy is designed to test this theory, a deductive 

approach is employed. Conversely, if the point of departure is data collection to explore a phenomenon to 

derive a generalizable theory, the theory development approach is inductive. The abductive approach is 

motivated by a ‘surprising fact’. It focuses on exploring a phenomenon, identifying themes, and explaining 

patterns to generate a new or modify an existing theory which can subsequently be tested through additional 

data collection (Saunders et al., 2019).  

For this research study, we chose an abductive research approach as the study’s motivation is exploring a 

surprising fact - the emergence of impact fintechs. While we also considered adopting a deductive approach, 

we decided against it because the contemporary body of literature concerned with sustainability startups is still 

fragmented. This fragmented literature body does not allow for comprehensive theory-testing, in our opinion. 

We also do not strive to establish a universally applicable conceptual framework. Thus, we find that an 

inductive approach is not appropriate for our research study. Instead, we aim to hypothesize theoretical and 

managerial implications and lay the groundwork for further research. An abductive approach allows us to move 

back and forth between theory and data to enrich our understanding of the underlying phenomenon as our 

research progresses. An abductive research approach enables us to incorporate existing theory from different 

literature streams where we deem appropriate as well as generate and modify the theory. It also enables us to 

identify common themes concerning the management of challenges and opportunities emerging from 

balancing economic and sustainability objectives.  

According to Saunders et al. (2019), research can be designed to fulfill an exploratory, descriptive, explanatory, 

or evaluative purpose or a combination of these purposes. The purpose of our research can be defined as 

exploratory because we want to discover and gain insights into the impact fintech phenomenon. Commonly, 

exploratory research questions commence with ‘what’ or ‘how’ (Saunders et al., 2019) like the overarching 

research question of our paper:  

How can impact fintechs manage challenges and opportunities arising from balancing economic and 

sustainability objectives?  

Generally, research designs can be classified as either quantitative, qualitative, or mixed methods incorporating 

quantitative and qualitative methods. Quantitative research primarily employs data collecting and analysis 

techniques generating numerical data to examine the relationship between variables. Contrarily, qualitative 
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research focuses on studying the participants’ meanings and their relationships using a range of data collection 

and analytical procedures generating non-numerical data (Saunders et al., 2019). As we follow Interpretivism, 

we chose a qualitative research design because we want to make sense of the subjective and socially 

constructed meanings expressed in the context of impact fintechs. However, we analyze a minor amount of 

publically available quantitative data found in industry reports and company presentations to enrich the 

understanding of the context the case companies operate in. Since the amount of qualitative data considerably 

exceeds the sparing amount of quantitative data, the research design is still considered qualitative (Saunders et 

al., 2019). While much qualitative research is associated with an inductive reasoning approach, in practice, it 

is often also used with an abductive approach “where inductive inferences are developed, and deductive ones 

are tested iteratively throughout the research” (Saunders et al., 2019, p. 179).  

Our choice of research strategy is guided by our research questions and the coherence with which it links to 

the selected philosophy, research approach, and purpose. Yin (2003) concludes that a case study approach is 

particularly appropriate if ‘how’ or ‘why‘ questions are asked. Such questions often relate to emergent 

phenomena, in this thesis, impact fintechs. A case study is an in-depth examination of a phenomenon within 

its real-life setting (Yin, 2018) aiming to understand the underlying dynamics (Eisenhardt & Graebner, 2007), 

referring to the interactions between the case and its context (Saunders et al., 2019). Thus, a qualitative case 

study is a valuable means for gaining insights into phenomena in the early stages of theory development 

(Edmondson & McManus, 2007). Moreover, case studies can be designed to identify the reasons for something 

happening and possibly understand the effects of the situation and implications for action (Saunders et al., 

2019). This thesis aims to shed light on the complex, multifaceted decision-making processes involved in 

managing and overcoming challenges as well as seeking opportunities in the context of impact fintechs. Thus, 

we find a case study research strategy to be the most suitable because it reflects the exploratory research 

purpose. Herriott & Firestone (1983) emphasize that the evidence from multiple cases is often considered more 

compelling, and therefore, multi-case studies are regarded as more robust. Moreover, multi-case studies are 

likely to be stronger than single-case studies as they yield the possibility to compare similarities and 

divergences between cases (Yin, 2018). For this case study, we have selected three cases to enable both 

capturing the reasoning of the individual organizations as well as the comparison with the approaches of 

startups in a similar context. 

4.2 Practical Methodology 

As outlined, we follow an abductive research strategy motivated by exploring impact fintechs’ realities. 

Because theory about the phenomenon of sustainability fintech startups is scarce, we needed to obtain empirical 

data to identify a promising research question and validate the relevance of the dimensions. As a consequence, 

we decided to conduct interviews in two phases with differing objectives. In the first phase, we conducted two 

preliminary expert interviews to evaluate if the four decision dimensions identified from conventional 
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entrepreneurial management literature are relevant to the success of impact fintechs and subject to tensions 

related to the dual mission approach. Formulating the research questions based on the preliminary interview 

data facilitated identifying other pertinent strands of literature such as hybrid organization research in addition 

to sustainable entrepreneurship literature. Subsequently, aggregating findings from entrepreneurial 

management, sustainability entrepreneurship, and hybrid organization literature enabled us to derive a 

conceptual framework guiding the second phase of empirical data collection. In the second phase, we 

conducted a multi-case study to gather new insights to extend or modify the conceptual framework. 

Furthermore, we conducted three expert interviews to enrich our understanding of the industry context and 

include perspectives external from the case companies. The cases selected and considerations guiding both 

theoretical and practical methodology are outlined in the following. 

4.2.1 Case Selection & Description  

For this research study, we selected a sample of three case companies whose characteristics seem suitable to 

provide valuable insights for answering the research questions: Matter and Make!mpact, two Copenhagen-

based impact fintechs, and Tomorrow, a sustainable banking startup located in Hamburg, Germany.  

We selected the case companies through a ‘purposive sampling’ approach. As our research aims to discover 

and gain insights into the impact fintech phenomenon and not establish a statistical inference, we deem this 

approach most suitable. This technique entails using the author's judgment to select interviewees that will 

enable the authors to answer the research question and meet the research objectives (Saunders et al., 2019). 

We selected the three companies because the original founding motivation of all three is creating a positive 

social and environmental impact while striving for profitability; hence, they can be considered hybrid 

organizations. The companies were further selected based on the fact that they are in different stages of 

maturity, which we believe allows us to gain a more in-depth understanding of tensions in different phases. In 

addition, all companies are active in the financial sector, where incumbents have long neglected an orientation 

towards sustainable goals. This offers opportunities for fintech startups to bridge the gap between sustainability 

and profitability and position themselves in the eco-niche.  

Choosing those companies allows us to analyze and gain a richer understanding of challenges and 

opportunities, how the companies manage them and discuss their approaches. Table 1 shows the individual 

cases and their characteristic features. 
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Table 1: Overview of Case Companies 

CASE COMPANIES Matter Make!mpact Tomorrow 

Website www.thisismatter.com www.makeimpact.io www.tomorrow.one 

Location Copenhagen companies Hamburg 

Founded 2017 2018 2017 

Sub-Sector Pension, ESG-Screening Impact Investment Education Banking 

Product(s) Sustainable Company Pension 
Scheme;  
Sustainability Portfolio Analysis 

Investment Tracking; Sustainable 
Investment Social Network 

Sustainable Current Money 
Account 

Funding Stage Venture Pre-seed Series B  

Revenue (2019) n/a n/a €                 39,800  

Profit (2019) DKK - 4,040,000  DKK - 97,200 €          - 3,100,000  
DKK   - 23,060,000  

Employees 19 2 (+34 interns & volunteers) 53 

 

Matter 

Matter was founded in 2017 by Niels Fibaek-Jensen, Emil Stigsgaard Fuglsang, and Johan Emil Rasmussen in 

Copenhagen. The fintech startup focuses on sustainable investments. Co-founder Niels Fibaek-Jensen started 

the company after working for the Permanent Mission of Denmark to the United Nations in New York, 

realizing he could not make an immediate impact in mobilizing the resources for the ambitious SDGs in the 

big, institutionalized setting and wanting a career change. Matter’s first product was a fully sustainable pension 

offering for the Danish market in cooperation with the pension fund Skandia. As there was no pension product 

on the market that did not invest in weapons, tobacco, and fossil fuels at that time, Matter had a unique offering 

(Fibaek-Jensen, 2021). Over time, they noticed that the tools “we built internally to help analyze our own 

portfolios were very valuable and useful for other investors” (Fibaek-Jensen, 2021). Thus, in 2019, Matter 

pivoted from offering pension schemes towards a sustainability portfolio analysis “helping other investors 

understand, improve and report” portfolios across 50 sustainability themes such as “human rights, labor 

rights, and social issues” (Fibaek-Jensen, 2021). Currently, they serve around 30 international clients, ranging 

from small asset managers to global institutions, by rating the impact of more than 14,000 companies. Their 

goal is to move “as much capital as we could to work [...] for the people and for the planet” (Fibaek-Jensen, 

2021). As of the first quarter of 2020, Matter was not profitable due to high development costs but ensured a 

stable revenue base with a positive operating profit and cash flow, which the venture expects to continue 

(Matter DK ApS, 2020).  
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Make!mpact 

Make!mpact was founded in 2018 by Varan Pathmanathan and Christopher Trunk-Black in Copenhagen. The 

fintech startup focuses on educating, guiding, and mobilizing customers to make a sustainable impact through 

investing in line with the SDGs. Co-Founder Varan Pathmanathan had the idea to start the company to “come 

up with a solution that could help the younger generation to start investing sustainably” (Trunk-Black, 2021). 

Their first product launched in 2018 and was a mobile app for smartphones “showcasing global listed 

companies that [...] support one or more of the UN Sustainable Development Goals” (Trunk-Black, 2021). 

Users can choose their desired SDGs and receive investment recommendations about companies that align 

with those goals. For this purpose, Make!mpact matches the self-reporting of the companies with the SDGs. 

The app also allows users to connect their portfolio of selected partner banks to get an overview of current 

investments and their SDG alignment. Further, an academy section provides an overview of learning materials 

on impact investing and highlights videos, podcasts, and blog posts (MakeImpact IVS, 2020). Make!mpact’s 

second product is a social media platform called ‘m! Club’ that aims “to close the knowledge gap between 

sustainability and investments” and “empower [people] to put their money where their heart is” (MakeImpact 

IVS, 2021). Make!mpact’s monetization strategy involves introducing a subscription fee in late 2021 (Trunk-

Black, 2021). The platform currently has 280 members. Make!mpact’s long-term goal is to establish a big 

online community and become the “Reddit for sustainable investing” (Trunk-Black, 2021). Make!mpact’s net 

loss in 2019 amounted to DKK -97,200. 

Tomorrow 

Tomorrow was founded in 2018 by Inas Nureldin, Jakob Berndt and Michael Schweikart in Hamburg. The 

fintech startup focuses on sustainable banking with a vision to become Europe’s largest sustainability bank. 

Co-Founder Inas Nureldin had the idea to start the company when he was wondering what “our money is 

actually doing while it sits in our bank account” and how it could be used as a lever to “generate positive 

change” (Tomorrow GmbH, 2021). Their first product idea was a sustainable robo-advisor that matches ETFs 

with sustainability criteria for the German market. However, Tomorrow pivoted to offering sustainable current 

accounts (Feindt, 2021). Funds are explicitly not invested in unsustainable industries such as coal, oil, gas, and 

weapons. Instead, funds are used to promote future-oriented industries like renewable energies or sustainable 

agriculture. Due to the high level of regulation in the banking sector, Tomorrow works with Solaris as its 

licensed banking partner. The value proposition is a smartphone-based current account with a “strict 

sustainability approach in regards to what happens to the customer deposits” (Feindt, 2021). Over time, more 

account types have been added, and customers can sign up for a yearly subscription to offset their CO2 

footprint (Feindt, 2021). Further, the company aims to educate people about sustainability through publishing 

monthly reports about their value alignment and compliance with the SDGs. Their long-term goal is to become 

a “financial platform with a strong sustainability approach in regards to investments, insurances, and green 
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energy” (Feindt, 2021) by calculating the impact of each transaction enabling customers to switch to 

sustainable alternatives. In 2019, Tomorrow accumulated a loss of €3.1 million and approx. €40,000 in 

revenue. While the net loss between January and August 2020 increased to €4.1 million, revenue in the same 

time increased to €220,000. According to Tomorrow (2021), this loss is planned, and the first significant 

revenue streams are projected for 2021-2023.  

4.2.2 Data Collection  

The three most common methods used to collect data for qualitative studies are observations, focus groups, 

and qualitative interviews (Saunders et al., 2019). The choice of method must be in line with the research 

philosophy and purpose. For our exploratory research purpose situated within interpretivism, we consider the 

method of ‘qualitative interviews’ to gather primary data most appropriate. In particular, because interviews 

can suggest explanations of key events and capture individual perspectives, thus enabling a deeper 

understanding of the interviewees’ experiences and realities (Yin, 2018). We believe this type of data collection 

is especially beneficial for investigating managerial challenges, as such challenges are seldomly presented to 

the public, and it is often decision-makers’ nuances that matter.  

For our thesis, we adopt a ‘semi-structured interview’ approach. Benefits of semi-structured interviews include 

room for follow-up questions and the possibility to vary the order of questions depending on the conversation 

flow. Further, it allowed us to formulate the main subjects to be covered rather than purely relying on pre-

formulated questions (Saunders et al., 2019).  

We conducted three types of interviews: preliminary interviews, case company interviews, and expert 

interviews. First, two preliminary interviews were carried out, one with an industry expert and one with a 

founder of an impact fintechs. These interviews were intended to verify the relevance of our research and to 

iterate the research question. Second, six case company interviews were conducted, two with each of the three 

selected companies. The first interview focused on gaining knowledge about the challenges and opportunities 

the companies face in relation to identifying customers, scaling, partnerships, financing, and protecting their 

underlying innovation. Moreover, the interviews included more general questions to gain contextual 

knowledge about the companies, their motivation to found, and their business model. The second interview 

was conducted to confirm certain statements and clarify remaining questions that emerged when transcribing 

the first interview. Third, expert interviews were carried out with three industry experts. The expert interviews 

facilitated gathering more holistic and multi-perspective insights to enrich the discussion of the findings drawn 

from the interviews with the case companies. Experts were selected to include different perspectives about the 

phenomenon, namely an investor’s, incumbent’s, and incubator’s point of view. We assume that the expert 

interview insights permit a more comprehensive overview of challenges that for-profit companies with a focus 
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on achieving a positive sustainability impact face in the financial industry. An overview of interview partner 

can be found in appendix A.  

 

Figure 5: Research Design (own illustration) 

We created the interview guide for the preliminary interviews to provide an initial structure and delineate the 

interview topics. It also served as a basis for the subsequent interviews. However, we refined the guide by 

adding and adapting questions as knowledge increased over time. This is a benefit of a semi-structured 

interview guide as it allowed us to continuously develop and adjust it to the specific interview, based on the 

informant’s role within the organization along with learnings and reflections from each interview (Saunders et 

al., 2019). The interview guides are available in appendix B. 

All interviews were conducted in English through videoconferencing with both researchers present. 

Interviewees were alone, which might be beneficial as participants tend to reveal more information when 

interviewed individually (Kuada, 2012). During the interview, one researcher took a moderating role asking 

the majority of questions, while the other asked follow-up questions and kept notes. All interviews took place 

between February and April 2021. Expert and preliminary interviews had a length between 25 and 35 minutes, 

interviews with case companies ranged between 45 minutes and 60 minutes. The audio of the interviews was 
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recorded with the consent of the participants. Interviewees were informed about the possibility of withdrawing 

from questions and asking questions themselves. We obtained permissions for the use of direct quotations.  

To further enhance our understanding of the industry and its players, we used secondary data from publicly 

available sources, such as content derived from company websites, digital channels like smartphone apps or 

social media, company information portals (e.g., Crunchbase, Orbis), and company reports. Further, non-

public data was provided through company presentations. In this context, we made sure to be aware that 

company presentations are not made for research purposes and can be biased as they present views of the 

company or individuals within the organization (Easterby-Smith et al., 2015).  

4.1.3 Data Analysis  

To prepare the data for analysis, we transcribed the interviews using the artificial intelligence (AI) software 

otter.ai. Subsequently, we cleaned the data by re-listening to the audio files while reading the automatically 

created transcript and correcting transcription mistakes. The AI software partially enabled preserving 

participants’ non-verbal communication, such as tone of voice, because it automatically links the generated 

transcript to the audio file. The transcripts provided a valuable foundation for a prompt post-interview 

discussion between the authors to ensure a common understanding of the interviewees’ statements, evaluating 

the process, and identifying paragraphs needing clarification in a follow-up interview (Saunders et al., 2019).  

 

There are a plethora of approaches to analyze qualitative data (Yin, 2018). However, it is essential to ensure 

that the chosen data analysis approach is consistent with the research design and theory development approach. 

Initially, we considered coding as a data analysis approach. Coding is a widely accepted method to reduce a 

large amount of non-standardized data by fragmenting and reorganizing it into analytical categories. However, 

the case interviews were guided by the themes indicated in the sub-research questions and the contextual 

framework resulting in a certain pre-categorization. Thus, we believe coding is not the most fruitful data 

analysis approach for our research. Instead, we have chosen the ‘data display and analysis’ approach based on 

Miles et al. (2014) since it allows us to analyze the data obtained in our more inductive preliminary phase and 

more deductive second phase of our abductive research design. The second phase is the main focus of this 

paper and the basis for the following analysis. The data analysis process entails three sub-processes: data 

condensation, data display, and drawing conclusions. First, data condensation refers to simplifying the data 

collected. We condensed the data by summarizing and categorizing the data along the framework’s dimensions. 

Second, data display involves organizing and displaying the data as matrices or networks. We chose to create 

a tabular format, thus a matrix, with defined columns and rows, as it facilitates further data analysis. For the 

expert interviews and each of the dimensions of the sub-research questions, an individual overview was created 

http://otter.ai/
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(Appendix C). The data display allowed us to compare data elements and identify relationships, key themes, 

patterns, and trends. Furthermore, it served as a helpful guide to structure the following analysis, interpret the 

data, and discuss it (Miles et al., 2014 ; Saunders et al., 2019).  

4.1.4 Data Quality 

Flyvbjerg (2006) suggests that case studies are commonly criticized regarding the quality of the data. Often 

these concerns address the ‘validity’, ‘reliability’, and ‘generalizability’ of the findings. However, if measures 

are taken to mitigate these concerns, the data quality issues associated with semi-structured interviews can be 

overcome (Saunders et al., 2019). In the following, these concerns are addressed, and measures undertaken are 

outlined.  

Validity relates to the extent to which the researcher has gained access to the interviewee’s knowledge and 

experience and is able to infer meaning. Validity, in part, depends on the credibility achieved based on the 

ability to create trust and rapport to collect sufficient data (Saunders et al., 2019). Credibility can be promoted 

by providing participants with relevant information before the interview. Thus, we provided the interviewees 

with an overview of the interview themes to enable understanding the interview content beforehand. Further, 

we offered anonymity and signing a non-disclosure agreement to all participants to ensure they feel 

comfortable sharing information otherwise not publicly available. Another factor influencing credibility is the 

choice of location and the creation of a pleasant atmosphere. All interviews were conducted virtually due to 

the Covid-19 pandemic. Consequently, it can be assumed that participants felt comfortable in their own 

environment. We conducted all interviews in a private meeting room at Copenhagen Fintech Lab. This setting 

was regularly positively acknowledged by interviewees as it suggested familiarity with the overall context of 

fintech. Such familiarity with contextual information often positively impacts credibility (Saunders et al., 

2019). Validity was enhanced further through triangulation by conducting three interviews with industry 

experts and gathering publicly and non-publicly available information. The interviews and additional 

information sources enabled us to validate statements from the case company interviews and incorporate 

reflective perspectives.  

Reliability concerns are based on the lack of standardization in semi-structured interviews, possibly permitting 

other researchers to generate similar information. However, most semi-structured interviews are not intended 

to be repeatable as they reflect reality at the time they were conducted. Since the research purpose is to explore 

the complexities and dynamics surrounding dichotomous objectives in the setting of impact fintechs, the value 

of using semi-structured interviews lies in their flexibility. Thus, we did not attempt to ensure the qualitative, 

non-standardized research is replicable as it would likely undermine the strength of the research (Saunders et 

al., 2019). 



50 
 

Generalizability is defined as the extent to which the findings of a research study apply to other settings and is 

the most common apprehension about case study research. The concern is rooted in the small sample size of 

qualitative research. However, this qualitative study has an exploratory purpose; thus, statistical 

generalizability is not aspired. In contrast, the aim is to gather insights that could help develop and modify 

theory and not establish statistical generalization. According to Yin (2018), analytical generalizations in the 

form of lessons learned or working hypotheses that go beyond the specific case study setting can be derived 

through case studies. These analytical generalizations can then form a basis for further research.  
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5. Analysis 
The purpose of the analysis is to present the empirical findings of the qualitative multi-case study. The 

chapter’s structure reflects the four dimensions visualized in the theoretical framework: eco-niche & scaling 

(5.1), financing (5.2), partnerships (5.3), and appropriability regime (5.4). Since the analysis serves as the basis 

for answering the research questions and hypothesizing managerial and theoretical implications, the following 

sections outline the challenges and opportunities arising from balancing economic and sustainability objectives 

encountered by the impact fintechs in the respective dimensions. Furthermore, the approaches adopted by the 

impact fintechs to manage, overcome and pursue them are described.  

5.1 Eco-Niche & Scaling 
As suggested in academia, all three impact fintechs described identifying customers, initiating 

commercialization, and scaling out the eco-niche as key challenges (Lüdecke-Freund, 2020). Furthermore, all 

three case companies do not only see sustainability as central to core business activities but want to gain socio-

political influence leading to positive change in the industry and beyond (Hockerts & Wüstenhagen, 2010; 

Lüdecke-Freund, 2020; Villiger et al., 2000).  

Matter’s co-founder describes their ambitions regarding the industry as “we at least wanted to try and turn 

sustainability into a competitive parameter,” which shifted to the overarching mission of “being able to move 

as much capital to sustainable investments as possible” (Fibaek-Jensen, 2021). This sentiment is echoed by 

the co-founder of Make!mpact, explaining that “the purpose of Make!mpact has always been to encourage, 

guide and mobilize everyone to make sustainable change through their investments,” which requires their 

community to “grow bigger and bigger” (Trunk-Black, 2021). The desire to gain socio-political influence 

becomes especially apparent in Tomorrow’s vision to “create massive positive change by moving money into 

the right direction” (Feindt, 2021). Therefore, Tomorrow wants to become “Europe's largest sustainability 

bank” with the long-term goal to “acquire 1 million customers throughout Europe and create the change, 

which [they] think is necessary”. Reflecting on the industry, Tomorrow’s Head of Business Development states 

that “the finance industry is a crucial part of [making a positive change]” (Feindt, 2021). 

For initially acquiring customers and scaling, all three case companies identify the growing market for 

sustainable offerings, described by Boyd et al. (2009), as a significant opportunity. Both Matter and 

Make!mpact see a distinct change in attitudes towards sustainable finance products around 2018. 

Make!mpact’s co-founder details that for a long time, sustainable investing was seen as “philanthropy” while 

“now, everyone talks about sustainable investing” (Trunk-Black, 2021). Likewise, the co-founder of Matter 

explains that in 2018 “climate became a topic in a way that it just hadn't been three years before,” leading to 

a growing interest in sustainable investment from both consumers and asset managers. Consequently, the 
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question “Why should I invest sustainably?” changed to “Why not?,” which was the “clash [Matter was] 

looking for” to enter the market (Fibaek-Jensen, 2021). Tomorrow’s Head of Business Development also 

recognized a change in the industry induced by increasing regulation, such as the EU Taxonomy outlined in 

chapter 2. However, since this change is happening at a “very slow speed [...] the opportunities for creating 

new products which are more sustainable than the existing ones are great” (Feindt, 2021).  

5.1.1 Identifying the Eco-niche 

While one of the interviewed companies initially tried to enter the market by targeting banks, all three impact 

fintechs underline the necessity to identify an eco-niche for starting to commercialize their offering. The 

approach of identifying an eco-niche is in accordance with sustainable entrepreneurship literature (e.g., Dean 

& McMullen, 2007; Reinhardt, 1999). However, the three ventures encountered different challenges around 

identifying the right eco-niche and shaping their value proposition in a way that generates the most sustainable 

impact. To overcome these challenges, all three companies pivoted.  

As the only company interviewed, Make!mpact initially targeted incumbents of the financial industry, 

providing a white label solution to banks. While the approached banks “could see a point in why we were doing 

this, [...] they could not see how they should make money” (Trunk-Black, 2021). This suggests that Make!mpact 

could not portray their offering’s value beyond its sustainability impact. Nonetheless, Hockerts & 

Wüstenhagen (2010) theorize that the ability to transport such value is a necessary factor for acquiring 

customers. As a consequence, Make!mpact pivoted to offering their impact investment education app and 

platform to consumers starting with a market niche.  

As Dean & McMullen (2007) suggest, all three companies targeted a small group of consumers who prefer 

environmentally and socially superior products. After their pivot, Make!mpact defined their first customer 

group as highly-educated “[Generation] Z and Ys who are born with a sustainable mindset but have not yet 

discovered the world of impact investing” (Trunk-Black, 2021).  

In contrast to Make!mpact, Matter consciously targeted an eco-niche from the very beginning, which the co-

founder describes as “what you do in those early stages of launching a product: you want [...] the smallest, 

best niche because you want [...] your customer acquisition costs as low as possible” (Fibaek-Jensen, 2021). 

However, the startup pivoted twice to maximize its offering’s sustainability impact, leading to a subsequent 

change of its targeted eco-niche. In 2018, Matter’s original vision was launching the first sustainable pension 

plan in Denmark since “you couldn't get a pension plan without investing in weapons, tobacco, or fossil fuels” 

(Fibaek-Jensen, 2021). Matter’s pension plan primarily targeted modern idealists living in urban areas that 

were “sustainability-conscious in all other choices” and had “an emotional [...] or professional attachment to 

sustainability” (Fibaek-Jensen, 2021). In 2019, Matter pivoted to “[launching] a pension plan for smaller 
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companies since it is easier to attract [...] more clients at a time,” underpinned by an effort to further the 

sustainability impact of their company (Fibaek-Jensen, 2021). In the same year, Matter pivoted a second time 

to offering the sustainability portfolio analysis developed to screen investment opportunities for their pension 

plan to institutional investors. The co-founder of Matter explains that their vision “[...] shifted away from 

selling our own pensions to moving as much capital as we could [...] to work for the people and the planet“ 

(Fibaek-Jensen, 2021). Matter again launched by targeting a niche segment “[focusing] initially on the small 

investors that didn't have the resources for [...] a big ESG team” (Fibaek-Jensen, 2021). In accordance with 

Dean & McMullen (2007), the primary motivation of these first customers was “[wanting] to be sustainable, 

but [they] really didn't have the time or the resources or the money to pay for the datasets” (Fibaek-Jensen, 

2021). 

Similar to Matter, Tomorrow identified their eco-niche from the outset. However, the company pivoted from 

building a sustainable investment robo-advisor to launching a sustainable current account with the same 

technological features as the ones offered by neo-banks. Tomorrow decided to pivot because their initial 

product did not fit the preferences of the identified eco-niche nor the sustainability criteria defined by the 

founders. Moreover, the pivot was motivated by the lower customer acquisition costs of current accounts 

compared to trading accounts in Germany. Tomorrow’s Head of Business Development details that “the 

starting point was definitely sustainability [...], but then obviously, business aspects played a crucial role on 

how to actually enter the market of sustainable investment slash banking” (Feindt, 2021). In the beginning, 

Tomorrow’s eco-niche consisted of a “very small, very enthusiastic group of tech and sustainability nerds” 

(Feindt, 2021).  

A factor crucial to attracting customers in the identified eco-niche mentioned by all three case companies is 

offering products superior to incumbents’ products, not only regarding sustainability but also technology. 

Make!mpact’s co-founder describes a particular focus on a “super nice [digital] onboarding, very well 

designed” tailored to the younger generation underserved by incumbents (Trunk-Black, 2021). In addition, 

Matter’s co-founder describes their pension and analysis offering as “a lot more technologically savvy than 

what is out there” (Fibaek-Jensen, 2021). In the case of Tomorrow, the offered technological features play a 

crucial role. Their first customers were motivated to open an account because they were “really dissatisfied 

with either the current offerings of the challenger banks or the current offerings of the sustainability banks, 

which is a little bit old school or outdated in some regards” (Feindt, 2021). 

In conclusion, all three companies eventually entered the market by targeting customers in an eco-niche, as 

suggested in the literature. However, to identify the most fitting eco-niche, all three companies needed to pivot 

for different reasons. First, Make!mpact pivoted to target a consumer eco-niche instead of targeting incumbent 

banks. Second, Matter pivoted twice, led by the mission to increase the company’s sustainability impact, 
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requiring changing the targeted eco-niche in the aftermath. Third, Tomorrow first identified their eco-niche 

and pivoted to match their value proposition to their eco-niche’s preferences as well as their self-defined 

sustainability standards. Even though radically changing a startup's entrepreneurial strategy is commonly 

described in the general entrepreneurial management literature (McDonald & Bremner, 2020), it does not yet 

find significant considerations in the hybrid organization or sustainable entrepreneurship literature. 

Furthermore, the findings suggest technology and superior products to the incumbent’s offering as an important 

factor when targeting customers in the eco-niche. While Hockerts & Wüstenhagen (2010) describe providing 

more than a positive sustainability impact as a common prerequisite to attract customers, the relation to 

technology and incumbent’s products has not been detailed in the hybrid organization or sustainable 

entrepreneurship literature. 

5.1.2 Blurred Customer-Beneficiary Dichotomy  

Academia suggests that characteristic tensions between mission and growth in hybrid organizations can be 

resolved if the classic dichotomy of customers and beneficiaries is blurred. The prerequisite for this is 

designing products and services in a way that, when consumed societal value is produced. Thus, beneficiaries 

and customers may become indistinguishable if consumption yields both revenue and societal value (Battilana 

et al., 2012).  

In two of the case companies, such blurred customer-beneficiary dichotomy can be observed. The co-founder 

of Matter states that tensions are mitigated by consciously designing their product so that “the more clients we 

get, the more money we can screen, the more we can influence basically, the more we can highlight 

sustainability, and green investments” (Fibaek-Jensen, 2021). Similarly, Tomorrow’s Head of Business 

Development bases their strong focus on driving user growth on the fact that “with user growth, our impact 

increases” (Feindt, 2021). Thus, for both case companies, growth of sales and fulfillment of mission becomes 

inseparable (Battilana et al., 2012).  

While envisioned, Make!mpact has not achieved blurring the customer-beneficiary dichotomy as they have 

not implemented a monetization strategy. The co-founder explains that “the bigger the community, the higher 

the impact, because the bigger the community, the more educated people get” (Trunk-Black, 2021). However, 

the company is having a “hard time defining our business model and revenue stream” (Trunk-Black, 2021). 

In 2021, Make!mpact is planning to introduce a subscription fee for existing and new users joining the 

platform. Though such a subscription fee would entail integrating sustainable value creation and earning 

commercial revenue in a single transaction (Battilana et al., 2012), it remains to be seen if such monetization 

strategy is successful. Thus, as of now, Make!mpact’s app users and community members resemble 

beneficiaries more strongly than customers. However, according to the co-founder, the purpose of Make!mapct 
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is to “create a profitable business [...]. It has never been discussed that we will do a nonprofit. That's not in 

our DNA” (Trunk-Black, 2021).  

In summary, the findings suggest that blurring the customer-beneficiary dichotomy is a priority in two of the 

case companies and envisioned in the third. In sustainable enterprise literature, not achieving this blurring is 

frequently equated with an increased risk of mission drift, referring to prioritizing for-profit objectives over 

the sustainability mission. However, in the case of Make!mpact, the opposite can be observed. Until now, the 

fintech startup seems to have prioritized its sustainability mission over defining revenue streams.  

5.1.3 Scaling Tactics 

Scaling out of the eco-niche is described as the decisive challenge for the success of their venture by all three 

interviewees (Schaltegger et al., 2016). The co-founder of Matter underlines the importance of scaling and the 

related pivot as follows: “I think if we hadn't done it if we just stuck to our pension, we would have been five 

people. We would have maybe helped move about a billion and a half by now. With our screening tool, we can 

reach clients that manage hundreds of millions of euros” (Fibaek-Jensen, 2021). While both Matter and 

Tomorrow have been successfully targeting adjacent customer groups, Make!mpact is still struggling: “We 

don't have that much traction, yet” (Trunk-Black, 2021).  

According to Schaltegger et al. (2016), the overarching challenge when moving towards the mass market is 

addressing new customer groups while ensuring no mission drift occurs. Such growth strategy entails the 

challenge of activating potential customers who are in principle prone to sustainability products. As outlined, 

Matter initially started by helping small investors “understand, improve, and report the sustainability of their 

portfolios on a variety of sustainability criteria” (Fibaek-Jensen, 2021). Currently, the company serves 

“international clients, ranging from small asset managers to global institutions, such as Nordea and Fidelity” 

(Fibaek-Jensen, 2021).  

Tomorrow moved from their eco-niche consisting of “tech and sustainability nerds” to three adjacent customer 

groups: First, “students living in urban areas; second, young urban professionals focused on a green lifestyle 

with a higher willingness to pay for greener products; and third, families” having a high affinity to 

sustainability as well as “more financial power,” compared to the other two groups (Feindt, 2021).  

While Make!mpact has not been able to start scaling, their “main purpose [is] to create a big community” 

(Trunk-Black, 2021). Further, the co-founder elaborates that the venture is considering targeting financial 

institutions as the company “[tracks] all [user] movements” resulting in a “huge pool of aggregated data of 

young, amazing people who want to invest sustainably [which] can be used to help financial institutions build 

better green products” (Trunk-Black, 2021). 
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In the following, the different tactics employed to overcome challenges related to scaling will be analyzed. As 

outlined in academia, all three companies emphasize the necessity to understand the purchasing motivation of 

existing and potential clients. The growth strategy of all three ventures included improving the characteristics 

of the offering (Schaltegger et al., 2016). In addition, technology, establishing close customer relationships 

and trust, education, sustainable pricing, and partnerships are described as critical factors to scaling by 

interviewees.  

Understanding Customers and Shaping the Value Proposition 

The motivation of Matter’s customers to purchase its offering is twofold. Customers either see Matter’s ESG 

analysis as a differentiator or as a hygiene factor preventing them from “[ending] up front-page news because 

[they] invested in child labor” (Fibaek-Jensen, 2021). Matter primarily targets the asset managers that “have 

a wish to stand out on sustainability” (Fibaek-Jensen, 2021). These clients need to adhere to a multitude of 

different sustainability frameworks complicating gathering and analyzing the required data. Thus, Matter 

specializes in “giving a full perspective of sustainability in a way that both fulfills legal requirements but is 

also useful in a way [they] can communicate and showcase to clients” (Fibaek-Jensen, 2021). To sharpen its 

value proposition, Matter engaged in user testing by “[pitching] different solutions in different ways to different 

types of clients” to match their offering and potential customers’ needs (Fibaek-Jensen, 2021). Furthermore, 

Matter conducts interviews and monitors customer feedback on an ongoing basis which influences product 

development. 

Make!mpact’s introduction of their m! club community as an addition to their app was also driven by user 

feedback. According to Make!mpact’s founder, the interactive platform enabling users to engage with each 

other is one of the cornerstones of their growth strategy. However, due to the recent introduction in April 2021, 

it remains to be seen if adjusting the company’s offering will result in significant user growth. Like the other 

companies, Make!mapct iterates their product based on user insights and engages in focus group interviews.  

According to Tomorrow’s Head of Business Development, most of its customers join the bank because of its 

sustainability approach. While this is also the case for the bank’s more tech-savvy clientele, the ‘techies’ have 

numerous technical requirements leading to tensions in the product development process. These tensions arise 

because not all of the demanded technical features are compatible with Tomorrow’s strict sustainability 

mission. Thus, in their product developing process, “[the team] always [has] to think about if [they] want to 

go for a classic banking product or tech feature or sustainability/impact feature” (Feindt, 2021). While “a lot 

of times, those go hand in hand, sometimes, [they] really have to decide which route [they] want to go for” 

(Feindt, 2021). As an example, Tomorrow’s Head of Business Development mentions the implementation of 

Apple Pay, “which from a sustainability perspective is not really relevant, but a lot of our end customers really 

wanted it and told us that they need this for us to become more relevant to them” (Feindt, 2021). However, 
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Tomorrow also consciously decides against offering highly requested product features such as consumer 

overdrafts since “[they] are not sure how to really sustainably offer them from a social perspective or if [they] 

actually should do it all together” (Feindt, 2021). Decisions regarding new products are based on an 

“assessment process where [they] obviously evaluate the market potential, the growth potential, and the impact 

score” (Feindt, 2021). However, as the startup is still relatively small, “this is not a very sophisticated scoring 

mechanism” (Feindt, 2021). The tensions are often addressed in informal team discussions.  

To appeal to adjacent customer groups, Tomorrow has extended its offering with both sustainability and tech-

focused products. The sustainability-focused offerings include a new account type enabling users to offset their 

CO2 footprint and a sustainable investment fund. While the investment fund primarily targets the ‘young 

professionals’ and ‘family’ segments, Tomorrow also wants to educate the student segment about sustainable 

investment opportunities requiring lower investment tickets. A tech-focused product introduced is a “shared 

[between two parties’ current] account” (Feindt, 2021). The bank’s long-term vision is “[expanding] into a 

much broader financial platform with a strong sustainability approach in regards to investments, insurances, 

and green energy providing” (Feindt, 2021).  

The development of these features is based on a user-centered development approach. Tomorrow has 

implemented a monitoring system assessing “what kind of customers we have and what we think their needs 

could be” (Feindt, 2021). However, the Head of Business Development describes the close interaction with 

customers through surveys, meetups, and a large community forum as even more critical. User interviews are 

included in the product journey to “really understand user needs” (Feindt, 2021). Another channel to harvest 

customer feedback is the in-house customer support team engaging with customers on multiple channels and 

reporting to other departments. Product ideas are tested through a minimum-viable-product (MVP) approach 

to check their alignment with the needs of both the more sustainability and the more tech-focused customers 

before Tomorrow continues to develop them fully.  

In the context of extending their product offering to attract more customers, both Matter and Tomorrow 

emphasize the importance of technology. Matter’s co-founder describes “using technology [as] the driving 

force behind [scaling]” (Fibaek-Jensen, 2021) analogous to Tomorrow’s Head of Product Development, 

explaining “technology is the key in order to scale efficiently and in order to serve more customers” (Feindt, 

2021). 

Establishing Close Relationships and Trust 

Establishing close customer relationships and building trust is a priority for all three companies requiring 

transparency and interaction (Boyd et al., 2009). This is in line with Dee et al. (2008) finding that sustainability 
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startups need to build confidence in their products. In addition, two of the ventures explicitly mention engaging 

in discourse around the concept of sustainability as important (Lüdecke-Freund, 2020). 

The founder of Matter says, “transparency is extremely important to our clients” because confidence in their 

sustainability analysis depends on customers being able to comprehend the sources of the underlying data 

(Fibaek-Jensen, 2021). Moreover, the offered solutions are built continuously with clients to ensure they stay 

up-to-date.  

Make!mpact has made it a point not to be perceived as an expert in sustainability by their users. Instead, they 

are focusing on engaging their community in discussion around the topic by deciding to intern journalists 

creating content “to get the discussions going from people” (Trunk-Black, 2021). The co-founder of 

Make!mpact defines their role in this discussion as an educated mediator empowering their users to decide 

what they consider a sustainable investment. 

Tomorrow consciously differentiates itself from other banks to more credibly communicate being part of the 

solution rather than the problems created by incumbents (Hockerts, 2006). Thus, the startup uses 

straightforward language and is structuring its products in a way understood by end customers. The Head of 

Product Development highlights their conviction “that interaction and [...] approachable communication is a 

key to building up this trust and also key to be a sustainable company” (Feindt, 2021). He further elaborates 

on transparency being the “main aspect here to actually be trustworthy” (Feindt, 2021). Moreover, ensuring 

all released products adhere to Tomorrow’s sustainability standards is “a very crucial aspect as trustworthiness 

to our customers is basically a must-have since there are no defined sustainability criteria out there. It's always 

what people actually believe in or how they perceive us” (Feindt, 2021). Such an approach is in line with 

Hoffmann et al.’s (2012) finding that for a hybrid venture demonstrating its commitment to its values is 

paramount to ensure customers’ trust. Tomorrow releases a sustainability report and actively disseminates its 

underlying assumption through its website and social media to communicate its standards and own impact 

(Tomorrow, GmbH, 2021b). Moreover, the bank publishes the number of deposits and investments conducted 

in real-time so “everybody is able to actually see it, and make up their own mind” (Feindt, 2021). Tomorrow 

wants “to be as transparent as possible, although this will result in [...] extra work and extra interactions with 

critical customers” (Feindt, 2021). 

Another tactic to establish close customer relationships described by Tomorrow’s Head of Business 

Development is launching a crowdfunding campaign. Besides obtaining funding, the campaign was motivated 

by “[getting] our end customers even more involved into Tomorrow and make them partners-in-crime 

basically, to really work with us, give us the ideas and also make them, even more, believe in our mission” 

(Feindt, 2021). The crowdfunding campaign will be further discussed in chapter 5.2. 
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Educating Customers 

Educating their customers is part of all three impact fintechs’ strategies. However, for each of the companies, 

education plays a slightly different role. For Matter and Make!mpact, educating their customers is at the core 

of their product. Matter’s product facilitates gaining a “full perspective of sustainability” for their customers 

(Fibaek-Jensen, 2021). Make!mpact’s offering is educating their users about the sustainability of investments 

motivated by the co-founder’s postulation that “a lot of young people don’t know that they can actually make 

an impact with their money” (Trunk-Black, 2021). To educate potential consumers, the startup prioritizes 

building a strong brand, consequently attracting media attention and being invited to speak at public events. 

For Tomorrow, educating people about the impact of money deposited in banks is part of their mission. The 

Head of Business Development believes that “the main reason why [...] a lot of people are not yet with us or 

also other sustainability banks is just a lack of knowledge”. Thus, one of the main drivers in customer 

acquisition is educating potential customers about the negative sustainability impact of their bank deposits in 

most incumbent banks. The findings comply with Dean & McMullen (2007) and Schaltegger et al. (2016), 

finding lack of knowledge to be one of the main reasons preventing potential customers from buying 

sustainable offerings they would otherwise desire.  

Achieving ‘Sustainability’ Pricing  

Tomorrow’s Head of Business Development outlines ‘sustainability’ pricing as a significant challenge while 

scaling. Especially for their investment product, the fees common to incumbent offerings are considered 

“unfair and not ethical” by the startup since it takes investors a long time to earn them back. Therefore, 

Tomorrow wants to offer a much cheaper product. However, “this obviously, makes it harder for us to become 

profitable since we do not really want to take what's possible, but actually what we think is fair. That's a huge 

distinct thing” (Feindt, 2021). Moreover, the Head of Business Development describes that some of their 

customers “expect everything for free since we are sustainable” (Feindt, 2021). Tomorrow does offer their 

current account for free as it primarily targets their ‘student’ customer segment since it understands this 

customer group as a long-term opportunity. The bank “really [wants] to have our customers engage with us 

and basically have them along with us for as long as possible and to really grow with them in their needs and 

in their life” (Feindt, 2021). This finding contradicts the assumption that sustainable ventures often need to 

convince consumers to pay a premium (Hockerts & Wüstenhagen, 2010). 

Establishing Partnerships 

As further elaborated on in chapter 5.3, Matter’s co-founder stresses the importance of finding the right 

distribution partners as a critical aspect of scaling. Moreover, Tomorrow’s Head of Business Development 

describes partnerships as crucial to “do everything fast and much more convenient regarding the onboarding” 
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of customers (Feindt, 2021). Tomorrow sources out “all the regulation and reporting parts as it doesn't really 

provide any benefit to end customers” (Feindt, 2021).  

In short, the findings suggest that all three companies emphasize gaining a deep understanding of user needs 

and extend their offering accordingly in the context of scaling (Schaltegger et al., 2018). The case of Tomorrow 

suggests that balancing tensions between the needs of different customer groups can become a key challenge 

for sustainability startups. While the role of circumventing mission drift has been described in theory, tensions 

between customer segments have not been explored explicitly. Furthermore, the high relevance of gathering 

and incorporating user feedback into the product development process and the role of technology in scaling 

hybrid organizations have not gained significant attention in the hybrid organization or sustainable 

entrepreneurship literature so far. In line with theory, building close relationships and trust (e.g., Boyd et al., 

2009) as well as education (e.g., Dean & McMullen, 2007) have played a vital role in the scaling ambitions of 

the case companies. Additionally, the findings propose that sustainable pricing and finding partners could be 

valuable scaling tactics despite not being discussed in the sustainable entrepreneurship literature. 

5.2 Financing 

All three case companies have pursued different financing strategies with varying degrees of success. The 

interviewees describe pursuing both sustainability and economic objectives as having significant implications 

for the fundraising success. Two of the impact fintechs primarily see the sustainability angle of their business 

as an advantage, despite facing challenges. In contrast, one of the co-founders enunciates disadvantages. In the 

following, the different financing strategies so far, future financing strategies, targeted investor profiles, and 

the corresponding challenges and opportunities will be analyzed. Lastly, Tomorrow’s alternative funding 

strategy will be circumscribed. 

5.2.1 Financing Rounds 

As elaborated upon, all three startups are determined to scale and hence need to take on external financing to 

satisfy the high capital requirement (Kerr & Nanda, 2011). In line with Beltramello et al.’s (2013) findings, all 

three interviewees classify access to capital as a fundamental challenge. Two of the case companies, Matter 

and Tomorrow, raised external capital in multiple financing rounds. As commonly described in entrepreneurial 

management literature, both companies focused on raising equity capital in their early-stage financing rounds 

(Kerr & Nanda, 2011).  

Matter so far concluded three financing rounds. In 2018, the company raised DKK 2,4 million from private 

business angels. In the summer of 2019, the startup raised DKK 3,7 million from the founders of the real estate 

company Nrep. In 2021, Matter raised an undisclosed amount from NASDAQ Ventures.  
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Similarly, Tomorrow closed three financing rounds and is currently raising a fourth round. Analogous to 

Matter, the company initially obtained financing from business angels. ETF Partners, a venture capital firm, 

invested most of the €8,5 million (DKK 63,3 million) raised alongside business angels in its second round. In 

their most recent round, Tomorrow raised €4 million (DKK 29,75 million). €3 million (DKK 22,31 million) 

were raised through a crowdfunding campaign targeting Tomorrow’s customers. The rest of the amount was 

raised from existing investors.  

Obtaining external funding is described as one of the most pressing challenges Make!mpact currently faces. 

The company has so far relied on bootstrapping, and the two founders retain full ownership (Trunk-Black, 

2021). While this enables exercising complete control over the startup’s strategy (Alvarez & Busenitz, 2001), 

the two founders are actively fundraising to further the company’s development as Make!mpact is underfunded 

(Randjelovic et al., 2003).  

5.2.2 Financing Strategy and Investor Profiles  

Since traditional investors are often not inclined to invest in hybrid organizations (Hoffmann et al., 2012), 

sustainability startups commonly need to seek financing from investors who embrace the same dual objectives, 

such as impact angel investors or green venture funds (Battilana et al., 2012; Randjelovic et al., 2003). All 

three companies interviewed have faced or are facing challenges, particularly when obtaining early-stage 

funding. Two of the companies have strategically pursued a mixture of funding streams to mitigate these 

challenges. Moreover, the findings underline the importance of consciously choosing which investor profiles 

to onboard and reflecting on the influence investors gain over the company’s strategy.  

Attracting Financing   

In contrast to Randjelovic et al. (2003) theorizing that some sustainability startups consciously avoid marketing 

their sustainability mission when fundraising, all three case companies openly advertise their dual objectives 

when talking to investors. For the companies, the sustainability angle of their businesses triggered different 

reactions from the pursued investors.  

Make!mpact primarily targeted traditional business angels in their early-stage fundraising. However, 

concerning his sustainable investment education mission, the co-founder explains, “we are actually doing 

something that nobody has done before. And that's why it's so difficult to attract investors because they don't 

get it” (Trunk-Black, 2021). Furthermore, Make!mpact’s co-founder refers to differences in short-term 

investment and the startup’s long-term operational time horizons as one of the distinct reasons the company 

was not yet able to secure funding (Hoffmann et al., 2012). Equally important, traditional investors approached 

by Make!mpact criticized the undefined business case and revenue streams, in line with (Randjelovic et al., 

2003). He elaborates that “a lot of the [investors], they're like, how can you not be making money yet?” (Trunk-
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Black, 2021). The co-founder attributes this to the fact that the company pivoted and thus changed its target 

group, which “[the investors] don't get” (Trunk-Black, 2021). To derive a strategy to overcome these issues, 

the founders sought professional advice from experienced business angels through a mentorship program. As 

advised, Make!mpact shifted its strategy to targeting impact-focused business angels.  

Matter also faced challenges to attract investors in their early-stage fundraising. However, Matter’s founder 

describes that he “very rarely had the feeling of [having to emphasize the for-profit objective over our 

mission]” (Fibaek-Jensen, 2021). According to him, this is due to the reciprocal relationship between the two 

objectives - more customers increase their impact and vice versa. Rather, investors “were being naturally 

cautious because we were not very far in the initial phase” (Fibaek-Jensen, 2021). While Matter was not 

explicitly seeking investment from impact investors, the founder explains that “for some, of course, we are a 

good fit because we have a sustainability focus” (Fibaek-Jensen, 2021). However, all investors the co-founder 

engaged with “look at [Matter] on financial criteria and business criteria as well as sustainability criteria” 

(Fibaek-Jensen, 2021).  

Matter’s co-founder further describes that on their investment journey, “sort of the impact angel has been 

different on all three occasions” (Fibaek-Jensen, 2021). The capital raised in the first round “was mainly from 

people that were interested in sort of the mission and could see the reasoning behind it” (Fibaek-Jensen, 2021). 

Besides the sustainability angle, investors “were also thinking it's going to be a good investment down the line 

because sustainability is going to be a good business case” (Fibaek-Jensen, 2021). Moreover, Matter’s co-

founder emphasizes the importance of team composition as investors “wanted to see that we had the 

competencies we needed to build a solution” (Fibaek-Jensen, 2021). In the seed round, the contact to investors 

was established either through acquaintances (Battilana et al., 2012) or the Copenhagen Fintech Lab, of which 

Matter was a member at the time. Furthermore, investors actively reached out to the startup based on press 

coverage. The investors of Matter’s second round also actively reached out to the fintech. For the two investors, 

“sustainability was what caught their interest” as their own real-estate company is leading in the field of 

sustainability in the Nordics (Fibaek-Jensen, 2021). However, before investing, the investors performed an 

extensive financial due diligence: “So sustainability is sort of what gets us in the headlines, but not what carries 

us through” (Fibaek-Jensen, 2021). In the third round, the company obtained funding from NASDAQ 

Ventures, the venture capital fund of their distribution partner. The co-founder of Matter classifies its 

motivation to invest as “all business” (Fibaek-Jensen, 2021). Since NASDAQ is a publicly traded company, it 

is investing for the return as “[the company has] to share the responsibility. So sustainability is a plus and 

something that helps them sell to clients. But it's a means to an end” (Fibaek-Jensen, 2021).  

Similar to the other two cases, Tomorrow faced difficulties obtaining seed funding. Its Head of Business 

Development explains that the main challenge was identifying the correct investor profile. Specifically, the 



63 
 

startup had difficulties attracting funding from strictly impact-focused investors: “Some impact investors are 

not really looking for that much of a tech startup. They want to have a much clearer impact, where [startups] 

maybe serve an underserved group of people” (Feindt, 2021). However, “it became clear in a very early stage 

that a lot of [traditional investors] did not really fit our mission and our values, since they just wanted to gain 

as much influence in the company as possible, and yet bring in their own agenda” (Feindt, 2021). Accordingly, 

Tomorrow focused its initial fundraising efforts on investors between strictly impact-focused and traditional 

investors. The professional investors of Tomorrow’s first investment round are “high net worth individuals 

who are already strongly connected to the sustainability world due to their previous or current business 

relations” (Feindt, 2021). In their second round, the startup obtained funding from ETF partner, the 

Environmental Technologies Fund, focused on supporting green technologies and “high net worth individuals 

who are very engaged in the sustainability sphere in Germany” (Feindt, 2021).  

In summary, the findings suggest that sustainability can be an advantage when targeting investors that align 

with the companies’ dual mission, as in the cases of Matter and Tomorrow (e.g., Battilana et al., 2012). 

Contrary to academia, the founder of Matter outlines that sustainability was a plus for NASDAQ Ventures, a 

traditional venture capital fund. The findings suggest that a compelling business case is crucial for closing an 

investment for impact investors, as described by Randjelovic et al. (2003). Moreover, the change of investor’s 

affinity to sustainability between Matter’s second and third investment round constitutes an interesting finding, 

as it has been theorized but not broadly discussed in theory. The observation that the angel investors from 

Matter’s second and Tomorrow’s seed round have experience working in for-profit businesses with 

sustainability angles might yield interesting insights concerning favorable investor profiles for sustainability 

startups. Lastly, establishing a network around the startup seems to be a key factor for obtaining early-stage 

funding in the case of Matter. While the importance of networks has been emphasized in entrepreneurial 

management literature, the emerging research area of ‘sustainable’ venture capital has only lightly touched 

upon the matter (Bocken, 2015).  

Future Financing Strategy 

Since with continued growth, the external capital requirements of the case companies will rise, investigating 

their future financing strategy potentially entails valuable insights regarding targeted investor profiles. As 

Matter recently closed their financing round, the startup is currently not seeking additional finance. Matter’s 

co-founder explains that “sustainability is one factor but surely not the only one” when onboarding new 

investors (Fibaek-Jensen, 2021). Aside from the sustainability criteria, he suggests that it is crucial to consider 

“How much do they own? How [does Matter] balance interests? Who do we have in the board?” (Fibaek-

Jensen, 2021). Make!mpact and Tomorrow are currently seeking additional financing. Both startups emphasize 
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the alignment of interest regarding their sustainability mission with potential investors as an overarching 

objective (Boyd et al., 2009).  

Make!mpact’s founder explains that future investors “should really, really buy into what [Make!mpact is] 

actually trying to do” (Trunk-Black, 2021). Moreover, the startup is looking for investors with a longer time 

horizon not focused on fast returns (Hoffmann et al., 2012) willing to “take the company to the next level” 

(Trunk-Black, 2021). Thus, the founders shifted their focus to “[looking] at more untraditional business 

angels” (Trunk-Black, 2021). As a long-term vision, Make!mpact’s co-founder mentions potentially targeting 

strategic investors, such as Danske Bank, that “could see an interaction between what they're doing and what 

we have achieved with, let's say, 100,000 users“ (Trunk-Black, 2021).  

Like Make!mpact, Tomorrow is not seeking investment from traditional venture capital firms. This decision 

is motivated by preventing misalignment between Tomorrow’s and investors’ interests as the startup “[has to] 

to protect [its] mission” (Feindt, 2021). Such caution is following Boyd et al.’s (2009) finding that hybrid 

organizations complying with the expectations of traditional financiers often have to compromise their 

mission. In addition, Tomorrow only selects investors matching their strict sustainability standards because of 

potential adverse image spill-over effects. Even though Tomorrow is not legally obligated to publicize its 

investors, the company sees transparency towards their customers as paramount and the basis for establishing 

trust. Thus, Tomorrow wants to prevent backlash from their community by only choosing investors aligned 

with its dual mission. According to Tomorrow’s Head of Business Development, such strict sustainability 

criteria narrow the scope of investors for their upcoming Series B round, as they are now looking for larger 

investment sums. However, this narrowing is moderated “since [Tomorrow is] larger now and a little bit more 

mature, also the investor circle is broader now from a geographical approach” (Feindt, 2021). While the 

company was previously focusing on attracting German investors, Tomorrow is now in talks with investors 

across Europe.  

Moreover, Tomorrow’s Head of Business Development outlines increasing demand since “in the investor 

world, there's a lot of change now going on - companies looking particularly for sustainable investments and 

seeing that even in the impact investing world, there are not enough investment prospects” (Feindt, 2021) 

resulting in investors actively reaching out to the startup. However, Tomorrow is only seeking investors that 

“are really interested in our mission and really want to move it forward and do not have their own agenda” 

(Feindt, 2021). To attract such investors, the Head of Business Development emphasizes the importance of 

measuring the company's impact. Reflecting on the future, he adds that the target group of investors might 

change: “[Tomorrow wants] to become large and at some point, this is more of the focus of the talks [with 

investors] than maybe the impact since with every customer we onboard, we increase our impact already” 

(Feindt, 2021). 
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In brief, the findings suggest that all three companies devised strategies concerning which investor profiles to 

target in future funding rounds. All three interviewees emphasize that sustainability is one of the deciding 

factors when choosing investors (Boyd et al., 2009). However, growth concerns and the ability to provide 

support also play a crucial role (Bocken, 2015). Two of the companies further emphasize the risk of mission 

drift associated with onboarding traditional investors, analogous to Hoffmann et al. (2012). Especially, 

Tomorrow’s future financing strategy entails valuable insights that have not yet been outlined in theory: First, 

the financing strategy is significantly influenced by the self-imposed transparency obligation towards their 

very sustainability-conscious customer base. Second, Tomorrow is experiencing a rapidly growing interest in 

sustainability startups also from traditional investors. Third, the startup’s Head of Business Development 

highlights the importance of measuring Tomorrow’s impact for the investor group. Lastly, he explains that the 

targeted investor profile might change slightly as the company increasingly focuses on growth. 

Influence of Investors  

Hoffmann et al. (2012)  propose that hybrid organizations aim to establish a higher degree of autonomy from 

investors than traditional businesses to prevent the risk of mission drift. Furthermore, academia assumes that 

sustainability startups consciously avoid traditional venture capitalists as they commonly want to elevate the 

profit over the sustainability objective (Hoffmann et al., 2012) and actively attempt to influence their investees’ 

entrepreneurial strategy  (Kerr & Nanda, 2011). While this is the case for Tomorrow, Matter received 

investment from a traditional return-focused venture capital fund. In line with Bocken’s (2015) findings, the 

case of Tomorrow suggests that ‘sustainable’ venture capital investors can play a positive role in the startup’s 

development by providing network support.  

The co-founder of Matter explains, “different investors come with different pressures,” and most investors 

have “two or three focus areas that they push on” (Fibaek-Jensen, 2021). On the one hand, the company faces 

pressure regarding its sustainability mission as some investors want Matter to be “mindful of what [the startup 

is] doing and suggest different sort of choices on sustainability” (Fibaek-Jensen, 2021). On the other hand, the 

startup faces pressure concerning their business development, e.g., concerning selling, scaling, and soft 

funding. Matter’s co-founder further elaborates that “especially with NASDAQ, of course, we're under 

pressure. They come with expectations” (Fibaek-Jensen, 2021). NASDAQ Ventures’ high expectations might 

be rooted in being a traditional venture capital fund, thus, having a shorter investment time horizon 

(Randjelovic et al., 2003).  

Tomorrow’s Head of Business Development describes the startup to be very cautious about the growing 

influence of investors as the company’s circle of investors widens (Eisenmann & Wagonfeld, 2012): “with 

every financing round, you have to give out more shares, and then the power of our shareholders dilutes 

especially of the founders” (Feindt, 2021). To avoid that the rising investor influence results in mission drift, 
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Tomorrow has included “an impact counselor in [its] advisory board which is supposed to secure our mission 

and vision” (Feindt, 2021). While currently the founders still hold more than 50% of the company, Tomorrow 

is experiencing “investors [...] joining the conversation on what we should do and what we shouldn't do” 

(Feindt, 2021). Besides the inclusion of an impact council in the startup’s board as “governance in order to 

ensure [Tomorrow’s] impact mission,” the company’s certification as a B Corp entails that the startup’s 

sustainability objectives are determined in its articles of association (Feindt, 2021). Thus, Tomorrow “really 

made sure already that even though we will, at some point, maybe lose the majority of our founders, that the 

impact is really in our DNA and cannot be changed by one or more investors” (Feindt, 2021). Existing 

investors also have a positive influence on the startup’s development by providing network support as 

“[Tomorrow is] using [its] investors to attract more investors” (Feindt, 2021). Especially their green venture 

capital investor, “ETF partners, [Tomorrow’s] largest Series A investor, is making a lot of connections” 

(Feindt, 2021). 

Following academia, both case companies that obtained funding described investors seeking influence (e.g., 

Kerr & Nanda, 2011). However, while Matter’s co-founder highlights the exerted pressure by the company’s 

traditional venture fund investor, he does not connote it as negatively influencing their sustainability mission, 

contrasting Hoffmann et al.’s (2012) theoretical reflections. The case of Tomorrow yields interesting 

observations regarding measures to avoid mission drift through investor influence. Specifically, the startup has 

included an impact council in their board and achieved certification as a B-Corp.   

5.2.3 Alternative Funding Strategies  

As the only startup interviewed, Tomorrow pursued an alternative funding strategy, crowdfunding, in addition 

to targeting professional investors. The 2020 campaign was aimed at Tomorrow’s existing customer base, 

leveraging the close relationships (Doherty et al., 2014) and shared sustainability mission with its customers 

(Paschen, 2017). As suggested by Paschen (2017), Tomorrow’s campaign resembled an equity crowdfunding 

campaign most appropriate for the growth phase. The sustainability startup raised €3 million (DKK 22.31 

million) from 2000 investors in five hours. The campaign’s success could partly be grounded in the fact that 

the targeted crowd matched the typical characteristics of sustainability project crowdfunding supporters: 

young, well-educated, with relatively liberal and less conservative values (Hörisch & Tenner, 2021). Besides 

attracting publicity, the motivation of Tomorrow to launch the campaign was threefold: obtaining financing, 

establishing close customer relationships, and providing customers with a fair investment opportunity. 

Obtain Financing  

One of the reasons the startup launched its crowdfunding campaign was “that [the startup] needed fresh 

capital“ (Feindt, 2021). Furthermore, Tomorrow’s Head of Business Development explained that the company 

wanted to “try it out in order to become more independent from traditional investors. It worked very well - [it] 
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may not have been our last campaign as well” (Feindt, 2021). This motivation aligns with Lehner (2013), 

proposing crowdfunding as a measure to become more independent from traditional funding sources.  

Establish Closer Customer Relationships  

Moreover, the campaign was aimed at “[getting Tomorrow’s] end customers even more involved into 

Tomorrow” (Feindt, 2021). Further, involving customers as investors was supposed to incentivize end 

customers “to really work with us, give us ideas and also make them, even more, believe in our mission” 

(Feindt, 2021). 

Fair Investment Opportunity for Customers 

At the same time, Tomorrow wanted to enable its customers and smaller investors to invest “in an early-stage 

startup since this is an investment opportunity no retail investor really has in Europe” (Feindt, 2021). 

However, one of the major concerns for Tomorrow launching the campaign was structuring it in a way that 

the startup perceives as fair and adhering to their sustainability standards. Tomorrow’s Head of Business 

Development explains that usually crowdfunding campaigns are structured as subordinate loans in Germany 

because of the strict German legal requirements associated with giving out actual equity shares. However, the 

company perceived this as “very unfair” as “it doesn't really reflect the risk, [the investor is] taking and the 

reward is just an interest rate” (Feindt, 2021). Thus the company structured the campaign in a way that 

“reflects the economic benefits of a shareholder,” despite “it [making] the product a lot more complex from a 

legal perspective and also from how a private investor would understand it if you would read through [the 

investor] documents” (Feindt, 2021). The required “transparency led to more questions” about Tomorrow’s 

future profitability resulting in the necessity “to really interact with customers” (Feindt, 2021).  

Consequently, Tomorrow’s crowdfunding campaign was a vehicle to simultaneously pursue objectives relating 

to both the for-profit and sustainability angle of their company. Obtaining financing was a driving factor; 

nevertheless, establishing close relationships and mission alignment with customers appears to be equally 

important. While crowdfunding is outlined in academia as a mechanism to bridge the financing gap often 

encountered by sustainability startups, these findings yield valuable insights into how sustainability startups 

actually structure their campaign in a way they perceive as fair and their motivations besides obtaining 

financing.  

All in all, the findings imply that different perceptions of sustainability as an advantage or disadvantage when 

fundraising strongly depend on the targeted investor profile and the underlying business case. Converse to 

theory, two companies describe their sustainability mission as a strong point of interest for investors. Moreover, 

the two ventures suggest that the impact focus of investors might change from earlier to later funding rounds. 

In contrast to academia, the case of Matter proposes that sustainability startups can obtain funding from 
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dominantly financial return-oriented venture capital funds without compromising their sustainability mission. 

However, two of the impact fintechs consciously choose to focus on investors with a strong mission alignment. 

While many of the author’s findings align with the contemporary body of hybrid organization and 

sustainability entrepreneurship literature, sustainability as a favorable factor in fundraising seems to be a 

relatively new observation. Furthermore, the outlined interdependence between Tomorrow’s choice of 

investors and customer trust might lead to novel insights regarding factors influencing sustainable 

entrepreneurial financing strategy. 

5.3 Partnerships 
The three case companies describe establishing and managing partnerships as of high importance, which is in 

line with the contemporary body of research (Doherty et al., 2014). While the specific motivation for entering 

partnerships differs between the companies, all partnerships can be characterized as traditional cooperations 

between startups and incumbents (Rothaermel, 2001) and classified as resource-oriented (Gray & Stites, 2013). 

The companies engage in two different kinds of vertical company relationships in line with Lyon (2011): 

supply chain and distribution partnerships. According to literature, one of the most relevant challenges in 

partnerships of hybrid organizations is handling conflicts arising from tensions inherent to the dual mission 

(Gray & Stites, 2013) 

5.3.1 Supply chain partnerships 

All three case companies engage in supply chain partnerships, motivated by gaining resources that are essential 

to their core business.  

Before pivoting from targeting consumers to institutional investors, Matter partnered with ‘Skandia’ to offer 

sustainable pensions. Skandia provided the backend system, and Matter “provided the front-end and the value 

proposition towards a type of clients they could not attract on their own” (Fibaek-Jensen, 2021). While 

Matter’s partnership approach was not selective due to their early-stage phase and the startup “took whatever 

was available” (Fibaek-Jensen, 2021), Skandia lacked “the green angle” (Fibaek-Jensen, 2021). 

Consequently, gaining a sustainable offering and building up reputation was one of the defining reasons 

Skandia partnered with Matter, typical for a corporate-hybrid partnership (Sakarya et al., 2012).  

Make!mpact partners with ‘SIX’ and ‘Tink’ to obtain data and stock prices from companies relevant to their 

product (Trunk-Black, 2021). These are paid partnerships where Make!mpact compensates their partners for 

data access. However, according to Make!mpact’s co-founder, SIX provided a very long trial period and a 

discount due to the sustainability mission of Make!mpact (Trunk-Black, 2021). Further, Make!mpact engages 

in a partnership with ‘Nordnet’ to facilitate investments. At this time, Make!mpact only links to Nordnet’s 
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investment platform for users to onboard themselves, but a direct integration into their product is planned 

(Trunk-Black, 2021).  

Tomorrow partners with ‘Solarisbank’ as their licensed banking provider, handling banking activities such as 

regulation and reporting (Feindt, 2021). This partnership is necessary to offer Tomorrow's sustainable banking 

product built on top of Solarisbank’s white-label solution and was motivated by Solarisbank’s “state of the art 

technology, technical API’s and core banking system” (Feindt, 2021). For web-hosting purposes, Tomorrow 

partners with ‘AWS', the largest player in the field. While there is only a limited number of available web-

hosting providers and conditions are dictated by the providers, Tomorrow’s Head of Business Development 

explains that they are “always looking for the most sustainable offering” and AWS “hosts entirely with green 

energy” (Feindt, 2021). For Tomorrow’s investment product, they partner with the largest market actor 

‘Universal Investment’. Similarly to the web-hosting market, only a few providers exist in the field of white-

label investment products. While Universal Investment’s sustainability standards are generally not as high as 

Tomorrow’s, Tomorrow was able to “influence everything related to the product and make it as sustainable 

as [they are]” (Feindt, 2021). 

Challenges in Supply Chain Partnerships 

One of the biggest challenges encountered by Matter was the takeover of their first partner ‘Skandia’. Due to 

the acquisition by the sixth-largest Danish pension provider ‘AP Pension’, the management was replaced, and 

Matter had to start from scratch, which “felt like being sent home in Ludo” (Fibaek-Jensen, 2021). 

Furthermore, Matter faced problems in aligning expectations. This relates to the issue of formulating shared 

goals to create a common vision (Gray & Stites, 2013) that are especially common for managing partnerships 

between hybrid organizations and pure for-profits (Doherty et al., 2014).  

Make!mpact faced this challenge even earlier when initiating partnerships with for-profits, as their biggest 

problems were explaining their business model and reasons they needed partners. Moreover, turning an 

existing paid partnership into a mutually beneficial one is seen as complicated (Trunk-Black, 2021). "Not 

making money" at the moment (Trunk-Black, 2021) creates hurdles for entering partnerships with for-profits 

as it is in their nature to seek partnerships not only for legitimacy reasons but also to enhance returns (Sakarya 

et al., 2012).  

In contrast, Tomorrow encountered difficulties finding partners suiting their high standard for sustainability 

criteria (Feindt, 2021). As outlined, both in the web-hosting market and in the white-labeled investment product 

space, only a few significant players exist, limiting the number of potential partners. Moreover, due to the large 

size of the incumbent players, it was difficult to negotiate favorable conditions. Tomorrow’s Head of Business 

Development describes this by “you either take the offer or not” (Feindt, 2021).  
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Opportunities in Supply Chain Partnerships 

All companies identified opportunities in the favorable market conditions for sustainable solutions (Boyd et 

al., 2009). While Tomorrow generally faces problems due to the limited number of available partners matching 

their sustainability criteria, existing players on the market are starting to offer more suitable green products or 

can be influenced by Tomorrow’s sustainability mission to create greener offerings (Feindt, 2021). Also, 

Matter’s partnerships with Skandia can partly be attributed to Skandia’s interest in sustainability. According 

to Matter’s co-founder, Skandia was “smart enough to see that the green angle is going to be relevant in the 

future” (Fibaek-Jensen, 2021). Similarly, Make!mpact’s founder describes opportunities resulting from the 

heightened sustainability awareness of their partners, for example, through receiving an extended trial period 

and a discount from their data provider SIX (Trunk-Black, 2021). This is in line with the literature, as for-

profits often seek partners to build up reputation, creating opportunities for hybrid organizations to enter 

partnerships under favorable conditions (Sakarya et al., 2012).  

Additionally, two companies encountered opportunities specific to their situation. Matter profited from brand 

and reputation spillover effects of its early partners, enabling them to attract partners and investors for their 

sustainability analysis business model. Further, their first partner ‘Skandia’ developed a new back-end platform 

suitable for building a sustainable front-end product. Likewise, Tomorrow identified the utilization of “state-

of-the-art technology” as an enabler to build their sustainable current account offering (Feindt, 2021).  

Management Strategies  

Regarding managing challenges in partnerships encountered by the case companies, several approaches were 

highlighted by the interviewees. Concerning onboarding partners, Matter points out that the acquisition of early 

partners eases the initiation of subsequent partnerships. Further, building and levering the personal network 

helps find fitting companies and the right point of contact (Fibaek-Jensen, 2021). To address alignment 

problems, Matter’s co-founder proposes to keep “working plans as simple as you possibly can” and “go to 

market with the simplest possible solution” (Fibaek-Jensen, 2021). Furthermore, expectation management 

tailored to the partner is highlighted as beneficial. Make!mpact’s strategy includes establishing close contact 

with their partners and facilitating regular meetings (Trunk-Black, 2021). Tomorrow’s alignment problems 

during partnerships have only been minor. Tomorrow’s Head of Business Development attributes this to their 

“very long list of negative criteria” that enabled them to actively deal with partnership selection beforehand 

(Feindt, 2021). Assessment criteria included screening partners’ investors or investigating their desire for 

transparency. In addition to their own standards, Tomorrow seeks partnerships with B Corps, demonstrating 

Tomorrow’s strong preference to look for 'family members' who share their purpose (Doherty et al., 2014). 

Regarding addressing problems of a potential mission drift that might occur in partnerships with for-profits 

(Boyd et al., 2009), Tomorrow’s Head of Business Development points out the possibility of influencing the 
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product offering of potential partners (Feindt, 2021), using their mission as a force for strategic direction 

(Doherty et al., 2014). In addition, the general push for green solutions was highlighted as a lever to shape 

partnerships in the desired direction.  

5.3.2 Distribution Partnerships  

Besides all three companies engaging in supply chain partnerships, one of the companies also entered a 

distribution partnership. After their pivot to B2B, Matter realized the need for distribution partnerships to gain 

traction. Therefore, they partnered with NASDAQ, the second-largest stock exchange globally. While there 

are many similarities to supply chain partnerships, the following aims to shed light on specific characteristics 

of distribution partnerships.    

Challenges in Distribution Partnerships 

The majority of challenges can be attributed to NASDAQ’s company size. Matter’s co-founder explains that 

working together on deliverables can “take a quarter,” which is rooted in the complexity of corporate-startup 

partnerships (Fibaek-Jensen, 2021). Therefore, in addition to problems concerning handling conflicts and 

balancing the dual mission (Besharov & Smith, 2013), the sheer size of Matter's partner added further 

challenges to managing the partnership. 

Opportunities in Distribution Partnerships 

The main reason for entering a partnership with NASDAQ was their large customer base that Matter sought to 

access. Matter is able to “sell [the screening tool] to NASDAQ’s clients” (Fibaek-Jensen, 2021), increasing 

their reach (Sakarya et al., 2012). A second reason was the demand for external verification for their product 

that was achievable through partnering with a player of NASDAQ’s size and reputation (Fibaek-Jensen, 2021). 

According to Rothaermel (2001), this is a typical reason for market entrants to enter partnerships with 

incumbents. There was a need to fill their sustainability gap from NASDAQ’s side, as other incumbents in the 

field already partnered with companies providing a solution for sustainability portfolio analysis. Thus, gaining 

a sustainable offering was NASDAQ’s primary motivation to enter a partnership with Matter (Fibaek-Jensen, 

2021). Consequently, Matter’s sustainability approach was their entry point to the partnership (Sakarya et al., 

2012).  

Management Strategies 

Management implications are similar to the activities outlined in the chapter supply chain partnerships (see 

5.3.1).   
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In summary, all three case companies engage in supply chain partnerships, while one company further engages 

in distribution partnerships. Challenges faced by the three companies in supply chain partnerships are of 

different nature: While Matter faced difficulties aligning expectations during the partnership (Doherty et al., 

2014), Make!mpact faced initial problems in onboarding partners overall due to a lacking business model. 

Contrary, Tomorrow encountered problems in finding partners matching their high sustainability criteria. Once 

partnerships were entered, alignment problems were only minor. This is explained by their approach of looking 

for ‘family members’ sharing common values (Doherty et al., 2014), for example fellow B Corps. Moreover, 

the possibility of negotiating favorable conditions through the sustainability mission was pointed out, for 

instance, through extended trial periods or discounts. This can even go one step further, as Tomorrow was able 

to influence the offering of potential partners towards greener solutions, which academia has not addressed so 

far. In both supply chain and distribution partnerships, opportunities are identified in the need of incumbents 

to address sustainability gaps in their business model (Sakarya et al., 2012).  

5.4 Appropriability Regime 

To understand the diffusion and protection mechanisms the three case companies employ, it is vital to first 

shed light on the degree of secrecy and transparency the companies attribute to their product and business 

(Cohen et al., 2000).  

Transparency-Secrecy-Balance 

According to Tomorrow’s Head of Business Development, “transparency is one of the most critical issues we 

have to do” (Feindt, 2021). Tomorrow is transparent in nearly every aspect of their business practices. For 

example, the company publicly shared details around their business model, revenue, customer growth, 

customer deposits, and CO2 savings during their crowdinvesting campaign in 2020 (Tomorrow GmbH, 2020). 

Moreover, it publishes a monthly report about Tomorrow’s sustainability efforts on its website (Tomorrow 

Gmbh, 2021b). Regarding the technological development roadmap, the company actively shares everything 

“concerning [the] core product” and wants to “give a transparent overview on which topics [they are] 

currently working on” (Tomorrow GmbH, 2021a).  

Likewise, the co-founder of Make!mpact describes transparency as one of their key objectives “[we are] very, 

very, very transparent when it comes to [Make!mpact’s] business” (Trunk-Black, 2021).  

For Matter, the product itself entails “radical transparency” that it brings to “ESG research and analysis” 

(Matter DK ApS, 2021). According to the co-founder, they are “trying to provide access to the underlying 

data that normally comprises an ESG rating, but be transparent down to the granular level” (Fibaek-Jensen, 

2021). This enables them to show “where is the data point coming from so that our clients can make their own 

decisions” (Fibaek-Jensen, 2021). However, simultaneously Matter needs to be as secretive as possible 
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towards competitors to protect their product and monetize it. Having experienced a competitor copying “their 

solution down to the icons and the wording,” the co-founder describes that they are only “transparent with 

people [they] are comfortable with, for example, if there is an NDA in place” ((Fibaek-Jensen, 2021)). 

Furthermore, most of the “information is not publicly available,” and their “website does not say much and is 

not intended to” (Fibaek-Jensen, 2021). 

In contrast, Tomorrow only keeps “some things [to ourselves]” (Feindt, 2021). According to their Head of 

Business Development, these are a few financial details they do not make available to the public.  

Diffusion 

To understand the diffusion tactics employed by the three companies, it needs to be investigated how they 

make sense of the market and see themselves acting in it. 

According to Tomorrow’s Head of Business Development, sustainable banking “is still a very, very small 

niche,” which is typical for innovations in the sustainability space (Boons et al., 2013). He assumes “that at 

least in Germany, there are more than 80 million current accounts'' (Feindt, 2021). Therefore, Tomorrow’s 

“something between 50 and 60,000 customers” only constitutes “a small fraction of the market” (Feindt, 

2021). While “the market is large enough for more than one sustainability bank,” it is “highly regulated” 

(Feindt, 2021), resulting in relatively high entry barriers (Burgelmann & Hitt, 2007). However, these entry 

barriers can be lowered by partnering with a banking license provider.  

Matter’s co-founder sees an advantage in the highly regulated market because “we are a bit more agile, it’s 

easier for us to adapt to a new piece of regulation” than competitors and incumbents. For them, it is further 

important to “find the market [and clients] we can win” and seek distribution partners and products that “speak 

to our advantages” (Fibaek-Jensen, 2021). The co-founder describes that they are building a different product 

than competitors (Fibaek-Jensen, 2021). Matter is trying to establish trustworthy methods for sustainability 

analysis (Lüdecke-Freund, 2020): “Most of our competitors are trying to build one ESG rating to rule them 

all. We are trying to provide access to the underlying data [...] so clients can make their own decisions'' 

(Fibaek-Jensen, 2021). 

Both Matter and Tomorrow point out that “being a challenger” in the market helps diffuse the product (Feindt, 

2021). Matter sees itself as the “new kid on the block going up against the old tired grey insurance industry” 

(Fibaek-Jensen, 2021). This perception is in line with the need for radical innovations and a system-level 

change that Boons et al. (2013) describe as a prerequisite to change existing patterns of production and 

consumption, which is a characteristic ambition of sustainability startups (Schaltegger et al., 2016).   
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The co-founder of Make!mpact explains that they “created a completely new market,” and its offering is “in 

the blue ocean” (Trunk-Black, 2021). This is in accordance with Demirel & Kesidou’s (2019) finding that 

identifying new green markets is a key capability companies need to develop. Make!mpact’s co-founder further 

points out that a user-friendly design above industry standards (Cohen et al., 2000) encourages customers to 

adopt the product. According to the co-founder, “people could just go on Facebook and join a sustainable 

investing group. But it’s not as well designed, intuitive and interactive as the one we’ve just made” (Trunk-

Black, 2021). Likewise, Matter recognizes an advantage in building a “professional solution in terms of 

expressions and design type of content” (Fibaek-Jensen, 2021).  

The problem of so-called discursive-ambiguity (Lüdecke-Freund, 2020) referring to sustainability being 

interpreted differently in different contexts and markets could not be identified, which is explainable by the 

narrow geographical markets targeted by the three companies. 

Protection Mechanisms 

As described in the entrepreneurial management literature (Cohen et al., 2000), all three companies agree that 

being a first mover is a source of competitive advantage. Tomorrow’s Head of Business Development 

elaborates that they are “basically the first ones starting in Europe” and “others are only starting to emerge 

in France” (Feindt, 2021). Further, he explains that incumbents are in a “transition phase [...] where most 

traditional banks did not really consider sustainability that much yet, but it becomes more and more important 

for them” (Feindt, 2021). Matter’s co-founder explains they are “the first ones in the market with a sustainable 

product,” and for others to come up with a similar solution would take “maybe two years if we are lucky” 

(Fibaek-Jensen, 2021).  

The co-founder of Make!mpact agrees “that they mainly rely on a first-mover advantage” (Trunk-Black, 

2021). While he thinks their value proposition cannot be protected with formal protection mechanisms (Cohen 

et al., 2000) and they “do not have copyright or IP rights'', branding is of utmost importance for them as they 

“established quite a strong brand” (Trunk-Black, 2021).  

Likewise, Tomorrow’s Head of Business Development recognizes the significance to “be quick about building 

up a brand” (Feindt, 2021). He further highlights building up trust with customers as a cornerstone for 

protection, creating product loyalty “before everyone is doing it” (Feindt, 2021). Their primary lock-in strategy 

(Rothenberg, 2007) relies on “doing a lot of interactions, [for example] virtual meetups or live Q&A’s on 

Instagram'' (Feindt, 2021). Moreover, the certification as a B Corp and the underlying criteria helps to build 

up trust by having “an external validation of our sustainability” (Feindt, 2021).  This is in line with Lüdecke-

Freund (2020), suggesting that sustainable startups need to actively establish trust in the sustainability of their 

offering and Demirel & Kesidou’s (2019) advice to engage in voluntary self-regulation.  
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Lastly, Make!mpact and Tomorrow both state they would embrace potential competitors to promote the 

sustainability mission. The Co-Founder of Make!mpact believes “if somebody wants to copy us, it’s fine. If 

they do better, we look at potential partnerships”. Tomorrow embraces every “change in the entire industry” 

as it “is one of [its] key missions to bring as many people to sustainable banking as we can” (Feindt, 2021). 

Its Head of Business Development is “happy if other companies copy something of us [...] because it still 

means a positive change for Europe.” (Feindt, 2021). This finding directly contrasts the double externality 

problem outlined in theory as both companies articulate their acceptance of allowing third parties to profit 

from their efforts “for free” (Hockerts & Wüstenhagen, 2010).  

In summary, all three companies find radical transparency, especially towards customers, to be pivotal to 

diffuse both knowledge about their product and their sustainability mission and create trusting customer 

relationships. Retaining secrecy as an informal protection mechanism to fend off competition was only 

significant for one of the companies interviewed. Moreover, as commonly described in entrepreneurial 

management literature, all three sustainability startups regard being a first mover as a considerable source of 

competitive advantage (Cohen et al., 2000). However, the challenge of unifying different cultural perceptions 

of sustainability outlined in sustainable entrepreneurship research as a common hurdle is not supported by the 

findings (Lüdecke-Freund, 2020). Furthermore, none of the companies employ formal protection mechanisms. 

Instead, all three companies describe branding and technology as important instruments to differentiate 

themselves from the competition. Contradicting the double externality problem theorized in sustainable 

entrepreneurship literature (Hockerts & Wüstenhagen, 2010), two of the companies even explicitly embrace 

the emergence of competitors as it furthers their overarching sustainability mission. 
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6. DISCUSSION 
Building on the findings of the previous analysis, the thesis’ research questions are answered in the first section 

of the discussion. In the second section, managerial implications are given to outline the research findings in a 

way that creates value for leaders in impact fintechs. In the third section, the theoretical foundation of the thesis 

is reflected upon to hypothesize theoretical implications. Based on these theoretical implications, the 

theoretical framework is reiterated to potentially stimulate further research.  

6.1 Addressing the Research Questions 
The overall research question of this thesis aims to answer how impact fintechs manage challenges and 

opportunities arising out of balancing economic and sustainability objectives. As this research question covers 

a broad scope, three sub-research questions were derived. In the following, the sub-research questions are 

answered first as they provide combined value to answer the overall research question. The answer to the 

overall research question focuses on presenting the interconnectedness of the four dimensions, the sub-research 

questions are concerned with, and their reciprocal relationships.  

6.1.1 Eco-niche & Scaling 

The first section of the analysis attempts to answer the sub-research question: ‘How can impact fintechs identify 

and scale beyond their eco-niche?’. 

The analysis’ findings suggest that for impact fintechs, sustainability is not only ingrained in their core business 

activities but also an integral part of their entrepreneurial strategy with the overarching aim to induce change 

in the financial industry (Schaltegger & Wagner, 2008). The sustainability mission further transcends industry 

boundaries culminating in the ambition to exert broad socio-political influence changing consumer and 

company behavior (Lüdeke‐Freund, 2020). This aspiration seems to affect how impact fintechs enter the 

market, initiate commercialization, and results in a prevailing scaling ambition.  

Identifying the Eco-niche 

Impact fintechs tend to identify an eco-niche with a distinct preference for environmental and socially superior 

products to first enter the market (Dean & McMullen, 2007). Subsequently, impact fintechs need to broaden 

this niche and scale to adjacent customer segments in their effort to reach the mass market (Boyd et al., 2009). 

A unique opportunity in this context is the growing demand for more sustainable financial products. The slow 

reaction of industry incumbents is creating a gap in the market for both B2C and B2B sustainable fintech 

offerings. In particular, our findings suggest that the heightened sustainability awareness of consumers can 

ease the initial customer acquisition in the eco-niche, especially for B2C impact fintechs. Moreover, our 
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findings propose that the eco-niche primarily consists of younger consumers with a commonly higher affinity 

for sustainability. In the B2B sector, this demand is further driven by recently introduced regulation 

necessitating financial institutions to access and publicly disclose the sustainability of their business activities. 

As financial institutions are starting to embrace sustainability as a differentiator, they seek solutions that enable 

them to actively communicate the sustainability of their business practices to end customers.  

In addition, our analysis proposes that impact fintechs need to consciously align their product offering with 

the needs and the sustainability perception of the eco-niche in a way that unlocks the most value according to 

their impact mission. This alignment obligation arises from the underlying complexity of sustainability and 

tends to be guided by the companies’ sustainability mission. However, economic considerations are also to be 

included in this process as customer acquisition costs need to be low to satisfy the for-profit objective long-

term. Such consideration of economic factors has not been broadly discussed in sustainability entrepreneurship 

literature that often focuses on the sustainability angle of choosing an eco-niche. Our findings suggest that this 

alignment process can be approached from two directions. First, impact fintechs can initially focus on 

developing the product offering and subsequently identify the eco-niche unlocking the most value. Such an 

approach might lead to pivoting from a B2B business model to a B2C business model. For example, if the 

impact fintech can move higher capital amounts into sustainable investments by targeting resourceful investors 

rather than redirecting the pension investments of individuals. Second, impact fintechs can identify the eco-

niche first and subsequently adapt the product until it fits the sustainability needs of the eco-niche and the self-

imposed sustainability standards. As underlined by the findings, achieving this alignment is complex and 

seems to sometimes require several pivots until product-eco-niche-mission alignment is achieved. While the 

importance of potentially adjusting the offering when scaling to adjacent customer groups has been discussed 

by Schaltegger et al. (2016), changing the core offering to match the eco-niches’ sustainability needs has not 

found significant consideration by other scholars. As suggested by classical entrepreneurial management 

literature, our research indicates that after each pivot, impact fintechs should consciously reassess this 

alignment with customers (McDonald & Bremner, 2020) and potentially pivot again in case alignment has not 

been created. Moreover, impact fintechs’ offerings need to be superior to incumbents’ products not only 

regarding sustainability but also technological features. Thus, the analysis indicates that engaging in 

technology development might be crucial in this context. The necessity of offering value besides the 

sustainability angle has been outlined by Hockerts & Wüstenhagen (2010). We enrich the authors’ elaborations 

by proposing that this value needs to exceed the technological performance of incumbents’ offerings. 

To resolve tensions commonly surfacing in hybrid organizations, impact fintechs tend to design their products 

in a way that societal value is produced through their consumption. Consequently, the dichotomy between 

customers and beneficiaries is blurred. If such blurring is achieved, growth of sales and fulfillment of mission 

become inseparable (Battilana et al., 2012), reinforcing the need to scale. A prerequisite here is clearly 
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identifying who the products’ customer is and who is benefitting from its consumption. If impact fintechs can 

not identify paying customers, the venture risks overemphasizing its mission over the profit objective.  

Scaling Beyond the Eco-niche 

To scale beyond the eco-niche, our analysis indicates that impact fintechs tend to employ several tactics. When 

scaling, the findings suggest that it is of utmost importance to establish close, trusting relationships with 

customers (Boyd et al., 2009) and circumvent mission drift through an increased focus on profitability. As 

sustainability is a vague concept, impact fintechs rely on active discourse with their growing customer base to 

understand their customers’ sustainability perception. Ensuring a high degree of transparency in this 

engagement is crucial to establish trust and to more credibly communicate being part of the solution rather 

than the problems created by incumbents (Hockerts, 2006).  

Impact fintechs further strive to understand the purchasing motivation of current and potential clients to shape 

their value proposition and match it to different customer needs (Schaltegger et al., 2016). Gaining such 

understanding entails interviewing customers, monitoring user feedback and behavior. To develop products 

according to the gathered feedback, impact fintechs can follow user-centered product development approaches 

such as the MVP approach. However, when scaling out of the eco-niche, customer needs might become more 

diverse and partly diverge from the sustainability mission. Such divergence creates tensions in the product 

development process and between the needs of customer segments. The analysis proposes that impact fintechs 

consequently need to consider if requested products further their sustainability mission as part of their product 

development process. While some technological features need to be developed despite not serving the mission 

to ensure the technical functionality is superior to incumbents' products, products that contradict the 

sustainability mission will not be developed. Thus, tensions between customer segments in the product-

development process are indicated by the findings to be challenging when scaling. The contemporary body of 

research has primarily focused on tensions between stakeholder groups (e.g., Smith & Lewis, 2011). However, 

our findings imply that tensions between different customer groups, such as technology versus sustainability 

forward customers, might exert a higher degree of pressure on impact fintechs.  

Furthermore, the education of customers plays an important role in scaling (Schaltegger et al., 2016) as lack 

of knowledge about the impact of monetary decisions is a major barrier to adoption for B2C impact fintechs. 

In contrast, lack of knowledge is not the primary focus for B2B impact fintechs since the adoption of B2B 

offerings is partly driven by growing regulation. Instead, education in this context refers to ensuring that 

customers remain up-to-date and aware of the benefits of products’ technological capabilities and sustainability 

impact.  



79 
 

Lastly, B2C impact fintechs seem to face challenges when pricing their product as customers might expect 

lower prices because of their sustainability mission. The pricing needs to be adjusted to the financial solvency 

of the targeted eco-niche and adjacent customer groups. This finding contrasts the suggestion of several authors 

(Hockerts & Wüstenhagen, 2010; Schaltegger & Wagner, 2011) that sustainability startups primarily target 

sustainability-conscious consumers with a higher willingness to pay.  

In summary, the analysis’ findings suggest identifying an eco-niche, ensuring product-eco-niche-mission fit, 

designing the product to be superior to incumbents’ offerings, and blurring the customer-beneficiary 

dichotomy appear to be essential to initiate commercialization for impact fintechs. Tactics employed to scale 

out of the eco-niche include establishing close, trusting customer relationships, understanding current and 

potential customers, shaping the value proposition accordingly, education and pricing. While scaling, impact 

fintechs need to actively circumvent mission drift as the focus on profitability increases.  

6.1.2 Obtaining Financing & Entering Commercial Partnerships  

The second sub-research question, ‘How can impact fintechs obtain financing and enter commercial 

partnerships?’, refers to the query of exploring commonalities between initiating relationships with investors 

and commercial partners. Our findings suggest that these two stakeholder groups, aside from customers, are 

the most relevant for impact fintechs.  

Our analysis indicates that obtaining financing and entering commercial partnerships are crucial success factors 

for impact fintechs (e.g., Beltramello et al., 2013; Doherty et al., 2014). Furthermore, our findings propose that 

the sustainability angle of impact fintechs can be a distinct advantage for both fundraising and finding 

commercial partners if the pursued strategies match these stakeholders’ motivation and comply with the 

ventures’ self-imposed sustainability standards. Conceptualizing sustainability as more of an advantage than a 

source of complications contrasts the contemporary body of sustainable entrepreneurship literature to a degree, 

as further outlined in chapter 7.3.2. 

Obtaining Financing  

Impact fintechs rely on external capital to further develop their product (Dee et al., 2008) and adapt their value 

proposition according to the needs of their broadening customer base as they scale. Our findings reveal that 

impact fintechs can pursue different financing strategies. If these strategies are aligned with the double-mission 

focus, the sustainability angle of the business can be a significant advantage. Such strategy entails targeting 

the right investor profiles corresponding to the growth stage the impact fintech is in and outlining the business 

case comprehensively. In addition, impact fintechs tend to seek a mix of funding streams to benefit from 

different funding sources as well as decrease tensions (Doherty et al., 2014). Impact fintechs seem to raise 

financing in multiple rounds, allowing them to hit milestones and decrease the uncertainty for potential 
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investors. Such an approach enables impact fintechs to negotiate better investment terms in subsequent rounds. 

Our findings further indicate that the sustainability consciousness of investors might decrease from earlier to 

later financing rounds which has only lightly been touched on in literature as discussed in chapter 7.3.2.  

Especially in the early stage, impact fintechs tend to face difficulties when fundraising (e.g., Battiliana et al., 

2012). The analysis implies three reasons for complications: first, the offering of the impact fintech is not 

developed enough; second, the business case and revenue streams remain undefined; and third, the impact 

fintech struggles to identify the right investor profile to target.  

Our findings propose that the investor profile of impact fintechs changes as the venture matures. In the early 

stage, traditional investors are not inclined to invest in impact fintechs because their short-term profit focus 

conflicts with the impact fintechs’ long-term operational horizon and expectations of slower growth. Thus, 

impact fintechs seek investors who share the same dual objectives and can obtain double dividends 

(Randjelovic et al., 2003). However, green venture capital funds are also not likely to invest in early-stage 

impact fintechs as they tend to invest in more mature technologies. Strictly impact-focused investors might 

also decline to invest because they aim to finance ventures that have a more evident impact, e.g., serving 

underbanked demographics. Therefore, impact fintechs seem to seek early-stage financing from impact-

focused business angels situated between traditional and strictly impact-focused investors. Such business 

angels often have a strong connection to sustainability through their past work experiences. On the one hand, 

these experiences enable the business angels to better estimate their investment risk. On the other hand, they 

can provide valuable advice for the impact fintechs regarding economic and sustainability objectives. 

However, our findings suggest that a strong business case remains a prerequisite to obtaining funding as the 

business angels tend to conduct strict due diligence.  

Moreover, our analysis indicates that in later funding rounds, when impact fintechs have matured, green 

venture capital investors can be a critical success factor for the growth of such startups (Bocken, 2015). In 

particular, because the capital requirements increase to an extent that can often not be covered by business 

angels. More importantly, green venture capital funds can provide network support regarding initiating 

partnerships and acquiring investors for subsequent financing rounds in addition to triple-bottom-line advice.  

Alternatively, impact fintechs seem also to be able to obtain financing from traditional venture funds if they 

have proven their technology. Such willingness of conventional investors to finance impact fintechs seems to 

be grounded in the rising sustainability consciousness of institutional investors. However, impact fintechs need 

to be mindful of the investor’s dominant return focus and ensure no mission drift occurs; hence, profitability 

concerns do not compromise the sustainability mission. 
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Since the influence of investors is rising with every funding round, our analysis implies that impact fintechs 

might need to establish structures that counteract adverse effects on the sustainability objective and avoid 

mission drift. These structures can entail including an impact council in the board as governance to safeguard 

the impact mission. Moreover, impact fintechs might include their sustainability objectives in the articles of 

association.  

Besides seeking investment from professional investors, our findings indicate that particularly B2C impact 

fintechs can obtain financing through equity crowdfunding (e.g., Hörisch & Tenner, 2021). Crowdfunding 

enables impact fintechs to leverage their strong customer relationships and the shared sustainability mission. 

Such a strategy requires communicating the venture’s business case comprehensively to raise the capital 

amounts needed in the growth phase. Moreover, the customer base of B2C impact fintechs tends to exhibit the 

same characteristics as investors participating in crowdfunding sustainability projects.  

Entering Commercial Partnerships 

Regarding the second part of the sub-research question, our findings suggest that it is of high importance for 

impact fintechs to establish partnerships. It is indicated that partnerships are primarily entered vertically with 

incumbents. Therefore, partnerships are commonly supply chain or distribution partnerships, as suggested by 

Lyon (2011). Both B2C and B2B impact fintechs seem to enter supply chain partnerships, mainly to gain 

resources that are essential to their core business. B2B impact fintechs further enter distribution partnerships. 

Their main reasons include distributing products to other financial institutions and gaining access to their large 

customer base. 

Concerning supply chain partnerships, impact fintechs can benefit from the need of corporates to work on the 

green angle and close potential sustainability gaps. This increases the likelihood of established financial 

institutions seeking partnerships with impact fintechs to build their reputation and green their offering. When 

entering into commercial partnerships with for-profit companies, our findings propose that impact fintechs 

need to ensure the collaboration does not negatively impact their sustainability mission. In partnerships, it is 

crucial to minimize tensions and align expectations. To mitigate tensions, impact fintechs tend to consciously 

deselect partners not compatible with their self-imposed sustainability standards. Difficulties in aligning 

expectations and onboarding partners can be addressed by engaging in partnerships with ‘family members’ 

(Doherty et al., 2014), for example, with fellow B Corps or creating a list of criteria for potential partners.  

However, only a small number of hybrid organizations exists, limiting the pool of potential fitting partners. If 

selecting a partner that adheres to the same standards is impossible, the sustainability angle of impact fintechs 

opens up two possibilities. First, the sustainability mission can help negotiate favorable terms, for example, 

receiving extended trial periods or discounts. Second, the sustainability angle can be used to influence the 
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offering of bigger partners - usually possessing a high bargaining power - towards an offering that complies 

with the impact fintech’s sustainability criteria. This ability to influence partners’ offerings emphasizes that 

financial institutions are starting to embrace sustainability, partly driven by regulation and changing customer 

preferences. The possibility for sustainability startups to leverage their sustainability angle when seeking 

partnerships has, to our knowledge, not been considered in research so far. Moreover, our findings suggest 

expectation management tailored to the partner to be beneficial and that working plans should be kept as simple 

as possible. Our research further implies that impact fintechs need to remain adaptable to changes on the 

partner’s side.  

Our findings indicate that challenges in partnerships arise if the impact fintech cannot outline a compelling 

business case which makes potential partners unlikely to enter a partnership as the relationship has to be 

mutually beneficial (Sakarya et al., 2012). This seems to create hurdles for entering partnerships with for-

profits as it is in their nature to seek partnerships not only for legitimacy reasons but also to enhance returns.  

In the B2B context, our analysis reveals that distribution partnerships can be used as external verification for 

the product. Such verification can be achieved through partnering with a big player with a good reputation. 

Onboarding partners early commonly eases initiating subsequent partnerships as it might be possible to profit 

from brand and reputation spillover effects. Furthermore, building and leveraging the founders’ network seems 

to help impact fintechs find fitting companies and the right point of contact.  

In conclusion, our findings suggest that ensuring alignment between the impact fintechs’ mission and these 

stakeholders’ motivations seems to be material to avoid compromising the sustainability mission. The 

governance structures established to prevent negative investor influence should also effectively circumvent 

negative partner influences and vice versa. Impact fintechs seem to consciously deselect potential investors 

and partners not complying with their sustainability criteria to ensure alignment. Another commonality 

between these stakeholders is that the relationship needs to be mutually beneficial, and a compelling business 

case is a prerequisite. Moreover, both partners and investors can provide network support. Furthermore, 

partnerships might result in investments into the impact fintech. Lastly, the willingness of for-profit-focused 

entities to engage with impact fintechs seems to be rising with the growing sustainability consciousness of the 

financial industry. 

6.1.3 Diffusion & Appropriability Regime 

This section aims to answer the third sub-research question: ‘How can impact fintechs induce diffusion while 

establishing an appropriability regime?’. 
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Diffusion 

Our analysis exposes that a key factor for the diffusion of a product in the impact fintech sector is transparency. 

However, our findings suggest that impact fintechs adopt different degrees of transparency. It is further 

indicated that B2C ventures adopt a higher level of transparency than B2B ventures.  

The level of transparency in B2C companies can range from a fully ‘see-through company’ including the 

disclosure of business structures, governance, technology roadmaps, and seeking customers’ input, to a less 

radical approach where only the product and the mission is fully transparent. Examples for communicating 

credibility (Lüdecke-Freund, 2020) can entail exposing self-regulation measures, publishing sustainability 

reports, or obtaining certifications, such as the classification as a B Corp.  

For B2B fintechs, our findings suggest that less transparency is important to appropriate long-term value. 

While it can be important to build a product that brings transparency to the market, keeping the underlying 

functionalities secret is crucial to protect it from being copied by competitors. In this context, transparency 

primarily relates to customers or partners. Thus, B2B impact fintechs are selective in their choice of partners 

and only cooperate with trusted businesses.  

In short, for both B2C and B2B ventures, transparency is seen as key for trust and credibility that can lead to 

a competitive advantage. Especially towards consumers, trust needs to be built up and maintained long term.  

Appropriability Regime 

When bringing the product or innovation to the market, being fast plays a significant role. Our findings suggest 

that impact fintechs can heavily profit from first-mover advantage as only a limited number of impact fintechs 

exist in the current market stage. However, due to the growing need for sustainable solutions, it is to be 

expected that competition will increase in the coming years. Therefore, our analysis implies that it is important 

to maintain and further expand trust and credibility towards customers in the B2C sector to achieve long-term 

success. In the B2B sector, current players can be expected to be one or two years ahead of the competition, 

according to our findings. Thus, B2B impact fintechs need to fine-tune the product offering and maintain 

secrecy towards competitors, not to lose this advantage. 

Formal protection mechanisms for impact fintechs’ products only seem to be possible to a limited extent. Our 

findings indicate that only the protection of software code appears to be a reasonable measure for protection. 

In contrast, informal instruments can help to differentiate from the competition. In particular, branding can be 

beneficial to communicate trust and credibility regarding sustainability - vital for building customer loyalty. 

Moreover, using state-of-the-art technology and constantly improving the product is an important factor for 

differentiation.  
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A somewhat paradoxical finding is that impact fintechs welcome the emergence of competitors to advance 

their sustainability mission. This directly contrasts the double externality problem outlined by Hockerts & 

Wüstenhagen (2010) since impact fintechs seem to allow competitors to benefit from their innovation ‘for free’ 

to achieve greater socio-political impact. The approach of deliberately foregoing an appropriability regime 

amplifies the importance of building trust, retaining customers, and preserving first-mover advantages. 

In summary, radical transparency is an essential factor for the diffusion of a product in the impact fintech 

sphere, especially for B2C products. B2B impact fintechs seem to need to protect themself through a certain 

degree of secrecy to retain a first-mover advantage. To appropriate value from the product, formal protection 

mechanisms seem not to be applicable. Instead, impact fintechs startups can profit from first-mover advantage, 

communicating credibility through branding and the use of modern technology. Noteworthy is the fact that 

impact fintechs embrace competitors because of their overarching mission to gain socio-political influence.  

6.1.4 Overall Research Question 

The answers to our three sub-research questions outlined in the previous sections provide content to answer 

our thesis’ overall research question ‘How can impact fintechs manage challenges and opportunities arising 

from balancing economic and sustainability objectives?‘.  

The paper’s analysis is structured in four entrepreneurial decision dimensions identified from entrepreneurial 

management literature and two preliminary expert interviews. Our findings suggest that the dimensions 

identifying and scaling beyond the eco-niche, obtaining financing, entering commercial partnerships, and 

diffusion while establishing an appropriability regime are indeed dimensions in which impact fintechs 

commonly face challenges and opportunities. Furthermore, the analysis revealed that managing these 

challenges and opportunities appropriately can be critical for impact fintechs. 

Our findings propose that impact fintechs mitigate tensions between sustainability and economic objectives by 

deeply intertwining them. In contrast to academia, this leads to the hypothesis that impact fintechs do not 

perceive sustainability and profit as two disassociated objectives. Rather, impact fintechs integrate the two 

objectives into an overarching goal: exerting socio-political influence to change both the financial industry and 

consumer behavior. Thus, the findings suggest that for impact fintechs, “making a profit is part of the 

sustainability equation” and seen as a lever to increase their overall impact enabling “impact at a scale” 

(Sander, 2021).  

Furthermore, our findings indicate that the four dimensions are interrelated and exhibit reciprocal relationships, 

which has not been elaborated upon in contemporary literature in the context of hybrid organizations. 

Accordingly, impact fintechs need to align their sustainability mission with all three stakeholder groups, 

customers, partners, and investors, which determines their approach to diffusion and protection of knowledge. 
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Our analysis proposes that the identified eco-niche and their scaling ambitions profoundly influence the three 

other dimensions. Depending on the characteristics of the identified eco-niche, impact fintechs need to adjust 

their financing strategy, selection of partners, and the design of their appropriability regime. The superior 

sustainability preference of the eco-niche transcends the choice of products and pertains to all other business 

activities. Impact fintechs need to ensure that all business decisions are not perceived as unsustainable by their 

customer base, hence, do not compromise their mission which might culminate in abandonment by customers. 

Therefore, our findings imply that alignment between product offering, the eco-niches’ sustainability needs, 

and an impact fintech’s self-imposed sustainability standards is of utmost importance. Achieving this 

alignment requires establishing close, trusting customer relationships and credibility, which seems only 

possible if impact fintechs embrace radical transparency towards their customers.  

Moreover, our findings suggest that impact fintechs consciously deselect strictly for-profit focused investors 

and commercial partners to avoid financing and partnership decisions negatively influencing their close 

customer relationships. In addition, this enables impact fintechs to avoid tensions described in academia 

resulting from different organizational purposes. Thus, impact fintechs seem to seek investors and partners 

who share their intertwined sustainability-profit mission to some degree. Especially in a B2C context, 

customers’ sustainability preferences narrow the selection of investors and partners, as cooperating with 

stakeholders aiming for short-term returns could lead to an overfocus on profitability (Hoffmann et al., 2012). 

As a consequence, impact fintechs could risk losing their credibility resulting in strained customer 

relationships. Our analysis suggests that crowdfunding can be employed not only to obtain capital but also to 

tighten customer relationships by providing a unique investment opportunity and encouraging customers to 

play an active role in the organization. Furthermore, partners can also become investors as a successful 

partnership decreases the investment risk for traditional investors since the impact fintech can prove their 

technology and business case.  

As outlined, achieving this mission alignment with all three stakeholder groups requires radical transparency, 

especially towards customers, hence, determining the appropriability regime. Instead of employing formal 

protection mechanisms, impact fintechs seem to rely on communicating their credibility, branding, and 

technology to differentiate themselves from competitors and appeal to customers. Furthermore, our findings 

suggest that like-minded partners and investors can underline the credibility towards customers. B2B impact 

fintechs can choose to enter relationships with trusted distribution partners to balance radical transparency 

towards customers with secrecy towards competitors.  

In conclusion, deriving an integrated strategy to align their choice of partners and investors with the identified 

eco-niche and designing their appropriability regime accordingly is essential to scale. Moreover, a strong 
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business case combining the sustainability mission with profit potential is a prerequisite to obtain financing 

and enter commercial partnerships affecting the likelihood of successfully scaling.  

Our research further indicates that in comparison to what is outlined in literature, there has been a shift in the 

perception of impact fintechs in customers, partners, and investors over the past three years. Pursuing a 

sustainability mission not necessarily bears disadvantages but can be a significant opportunity as the 

sustainability awareness of consumers rises and the eco-niche broadens. Furthermore, our analysis implies that 

increased regulation and customer demand lead to more interest of financial institutions to partner with and 

invest in impact fintechs, decreasing the identified hurdles to scaling. Our findings further propose that 

sustainability might even become a license to operate for financial institutions as impact fintechs continue to 

educate customers through transparency while general consumer awareness and regulation are growing.  

Impact fintechs are still a young emerging phenomenon. While our findings suggest that the success chances 

might be higher than outlined in the contemporary body of literature, the complexity of integrating economic 

and sustainability objectives in one overarching mission remains challenging to manage. Reflecting this 

overarching mission onto customers, investors, and partners and creating alignment pervading the three groups 

seems even more challenging to achieve.  

All in all, our analysis proposes that impact fintechs need to establish a network of customers, investors, and 

partners sharing the same approach to sustainability to benefit from opportunities and overcome challenges. 

Our findings further indicate that the roles in this network can be interchangeable; for instance, customers and 

partners can become investors. While the roles in the network might be in flux, the overarching sustainability 

mission with the profit objective as an integral element needs to remain the constant pivot point to keep the 

network aligned. 

6.2 Managerial Implications   
The identified challenges and opportunities yield valuable managerial implications to address the increasing 

competition in the impact fintech space. In this section, we aim to outline the research findings in a way that 

creates value for leaders in impact fintechs. Since this thesis is divided into four dimensions, we want to 

highlight one particular piece of advice in each of the dimensions to navigate business opportunities and 

challenges emerging from their sustainability angle. The suggestions derived have been echoed by interviewed 

experts as indicated in the following (Appendix C). A particular focus lies on the recommendations regarding 

customers as the dimension has a distinct influence on the three other categories.  
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6.2.1 Make Your Customers Partners-in-Crime 

Based on our analysis, we propose that considering their customers ‘partners-in-crime’ might be the distinct 

advantage for impact fintechs when the market becomes more competitive. For us, this entails that impact 

fintechs should remain flexible, constantly iterating the alignment between their product offering, the needs of 

their eco-niche, and their sustainability mission. In this process, impact fintechs might need to consider 

pivoting while ensuring realigning expectations and guiding existing stakeholders by providing an overarching 

narrative about the purpose of the business (McDonald & Bremner, 2020). Furthermore, we propose that as 

sustainability consciousness moves into the mainstream, selecting an eco-niche only according to their above-

average sustainability awareness might no longer be feasible. Choosing a market niche for impact fintechs 

might then entail identifying customers at the interface of two groups, e.g., “eco-ninjas” with a high affinity 

for new digital technology, as in the case of Tomorrow (Feindt, 2021). 

However, selecting primary customers with two preferences, e.g., with both technology and sustainability 

needs, might come with its challenges since not all tech features further the sustainability mission of the impact 

fintech. Thus, we suggest that impact fintechs should approach product development holistically, considering 

the relationship of each feature envisioned with their mission and the needs of their customers. Such a holistic 

development process should also include providing a narrative about why certain features or products will not 

be offered despite customer requests. Providing such a narrative could enable an open dialogue about the 

impact fintech’s sustainability standards and the opportunity to educate customers about the negative impact 

of some standard features offered by incumbents. Encouraging discourse to collectively define what 

sustainability means should be considered one of the core activities by impact fintechs (Sanders, 2021). 

Furthermore, our findings in the case of Make!mpact exemplifies why it is important to choose primary 

customers (Simons, 2014). The company’s long-term vision is onboarding financial institutions to their 

platform once a certain threshold of users is reached. We suggest that it might make sense not to charge the 

users as planned in their monetization strategy to avoid hampering community growth but rather the financial 

institutions joining the platform in the future. A similar business model is followed by the Swiss impact fintech 

Impaakt, a collaborative platform relying on collective intelligence to produce assessments of the sustainability 

companies’ impact to sell to corporate clients (Impaakt, 2021). 

In a nutshell, we suggest that impact fintechs should see their customers as the root of their future competitive 

advantage when sustainability knowledge is spread further, and competition increases. Impact fintechs should 

remain flexible, iterate alignment, choose a primary customer in the broadening eco-niche, and establish 

holistic product development processes. 
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6.2.2 Seek Financing Off the Beaten Track 

Our empirical findings suggest that for impact fintechs, financing is not only about receiving capital but also 

about who is providing the capital to avoid negative influences on their sustainability mission. Thus, we suggest 

that impact fintechs should primarily target unconventional investors that share their impact focus and do not 

primarily seek short-term returns based on our delineations in chapter 7.1.2.  

We propose that underfunded B2C impact fintechs unable to obtain financing from impact fintechs or green 

venture funds could launch a crowdfunding campaign. Besides providing capital, equity crowdfunding 

campaigns can encourage customers to become actively involved in the impact fintech’s success. Moreover, a 

successful crowdfunding campaign can validate the product offering, decreasing the investment risk for 

subsequent investment rounds attracting professional investors. Such campaigns require transparently 

communicating and empowering customers to validate the investment opportunity through actively resolving 

any unclarities. The success chances of crowdfunding campaigns are higher if the impact fintech's customer 

base is young and strongly aligned with the mission (Hörisch & Tenner, 2021). We further suggest that 

approaching pension funds or applying for government funds might be a viable approach to obtain early-stage 

funding (Sparrevohn, 2021). Both investors have long investment horizons and are likely interested in 

furthering the green transitions.  

Impact fintechs should prioritize developing a comprehensive business case outlining generated value in 

addition to sustainability to heighten their fundraising success chances (Krogh-Jensen, 2021; Sander, 2021). 

Lastly, we want to suggest that impact fintechs should not solely rely on alternative funding sources but target 

impact-focused business angels and green VCs in later funding rounds to profit from triple-bottom-line 

business advice and network support (Bocken, 2015). 

6.2.3 Collaborate with ‘Family Members’ 

Our findings indicate that impact fintechs should collaborate with ‘family members’ for fruitful partnerships. 

Partnering with companies that share the same values can minimize tensions and alignment problems 

(Sparrevohn, 2021) while facilitating furthering the mission. Moreover, impact fintechs should seek 

partnerships for business activities that fall outside the core competencies or do not create value for customers, 

such as regulatory or compliance elements. Finding ‘family members’ can be facilitated by creating a list of 

sustainability criteria or partnering with certified companies like B Corps. If it is not feasible to find ‘family 

members’ for certain business activities, we advise impact fintechs to partner with the closest fit and switch to 

a better option once available. Leaders of impact fintechs should further be aware that their mission might 

enable them to influence the offering of potential partners, even larger incumbents, either towards a greener 

solution or to a lower price. Partnering up with financial institutions can be eased by the fact that some 

incumbents are missing the green angle and might want to close it with a partner (Krogh-Jensen, 2021). 
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However, impact fintechs should take active measures to mitigate any negative influence on their sustainability 

angle (Sander, 2021). Furthermore, we propose that impact fintechs should consciously avoid partnering with 

incumbents whose business practices contradict their self-imposed sustainability standards as image spillover 

effects might affect their credibility in the eyes of sustainability-conscious customers. 

6.2.4 Embrace Radical Transparency 

Our findings indicate that it is beneficial for impact fintechs to be radically transparent towards customers. 

Moreover, to retain their first-mover advantage and build their customer base (Sparrevohn, 2021), we assume 

transparency is the best long-term protection against competitors. Depending on whether the impact fintech is 

operating in a B2C or B2B market, we advise managers to decide the level of transparency they want to operate 

in.  

For B2C companies, the level of transparency can go up to a ‘fully see-through’ company. We propose 

considering publishing sustainability reports, exposing self-regulation measures, or obtaining certifications to 

enhance credibility. In addition, managers may want to engage in open innovation and actively seek input from 

customers.  

B2B companies are advised to adopt a lower level of transparency and be secretive towards their competitors 

for protection against imitation and retaining first-mover advantage. While the product itself can yield 

transparency and market insights, it should only be distributed to paying and trusted customers. Consequently, 

we suggest that B2B impact fintechs should actively seek distribution partnerships from an early stage as such 

partnerships enable transparency towards customers and secrecy towards competitors.  

While formal instruments for protection often prove ineffective for both B2C and B2B impact fintechs (Krogh-

Jensen, 2021), branding is seen as an important measure to differentiate from competitors and communicate 

transparency and credibility (Sparrevohn, 2021). Lastly, modern technology can be the backbone to achieve 

competitive advantage.  

6.3 Theoretical Implications  
Based on our empirical results, we support many of the findings and theories of the still emerging and 

fragmented literature on hybrid organizations and sustainable entrepreneurship (Boyd et al., 2009; Gast et al., 

2017). The theoretical foundation of this thesis is further outlined in Appendix D. Our research has indicated 

several theoretical implications primarily regarding how impact fintech entrepreneurs perceive the relationship 

between their economic and sustainability objectives, the interconnectedness of the four dimensions, and the 

management of tensions as well as the arising challenges and opportunities. The hypothesized theoretical 

implications are outlined in the following.  
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Economic and sustainability objectives are not relatively independent organizational dimensions 

Our findings propose that from the four types of hybrid organizations situated on Alter’s (2007) hybrid 

spectrum, the impact fintechs examined most closely resemble ‘socially responsible businesses’ as they have 

a clear profit motive and create societal value. However, in contrast to Alter’s (2007) delineation, the 

distribution of profit to shareholders is not the overriding objective for these impact fintechs. Our analysis 

implies that impact fintechs perceive profit more as a lever to reach their ambition to exert socio-political 

influence. Thus, based on our findings, we share Boyd et al.’s (2009) criticism of Alter (2007), challenging the 

notion of inherent trade-offs between the two objectives, as impact fintechs seem to indeed be driven by both 

profit and mission. However, our findings suggest a different conclusion than the one derived by Boyd et al. 

(2009). Rather than the conclusion that profit and mission motives are relatively independent organizational 

dimensions, our findings lead to the hypothesis that impact fintechs tend not to perceive sustainability and 

profit as disassociated objectives. On the contrary, as outlined, impact fintechs try to integrate the two 

objectives into an overarching goal: exerting socio-political influence to change both the financial industry and 

consumer behavior. 

However, our findings still indicate that combining a demand-based logic with a need-based logic (Stubbs, 

2016) inherent to integrating economic and sustainability objectives into one overarching organizational 

purpose leads to tensions in the process of intertwining. Furthermore, as the organizational purpose still differs 

from strictly for-profit companies, this difference can lead to challenges, especially when seeking financing or 

partnerships as outlined in the hybrid organization and sustainability entrepreneurship literature. Nonetheless, 

our research proposes that the goals embedded within the boundaries of one organization are not necessarily 

divergent, as described by Smith et al., (2013). Moreover, we find that impact fintechs can resolve the ethical 

dilemmas (Dees, 2012) resulting from competing demands of profitability and mission (Besharov & Smith, 

2014) through establishing self-imposed sustainability standards. These standards circumvent the risk of 

mission drift while simultaneously ensuring close relationships to the sustainability-conscious customer base 

who is the source of their profit. Consequently, our findings indicate that generating a profit is a substantial 

part of fintechs sustainability mission, not a competing organizational goal. 

Conscious stakeholder alignment can mitigate tensions and resulting challenges 

Building on our analysis, we may hypothesize that impact fintechs can mitigate the tensions and resulting 

challenges of pursuing economic and sustainability objectives outlined in academia. Impact fintechs’ 

mitigation strategy entails creating mission alignment between the stakeholder groups (customers, investors, 

and partners). A prerequisite for achieving such alignment seems to be designing products so that consumption 

leads to furthering their sustainability mission while generating a profit, as outlined by Battilana et al. (2012). 

Such design can enable impact fintechs to build a strong business case and avoid mission drift institutionalized 
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by voluntary self-regulation (Demirel & Kesidou, 2019). Furthermore, impact fintechs seem to encourage 

alignment by creating trust through transparency in the network they operate in.  

Our findings indicate that impact fintechs consciously deselect strictly for-profit partners and investors that do 

not perceive the sustainability angle of the impact fintech as valuable and do not seek funding from strictly 

impact-focused investors. As a result, ‘performing tensions’ caused by competing demands across multiple 

stakeholder groups and ‘learning tensions’ resulting from different stakeholder time-horizons proposed by 

Smith & Lewis (2011) can be avoided. Moreover, impact fintechs mitigate ‘belonging tensions’ (Smith & 

Lewis, 2011) by clearly reflecting their combined sustainability and profit ambitions towards all actors in the 

network: customers, stakeholders, and partners. Thus, our research implies that impact fintechs consciously 

avoid emphasizing one objective over the other depending on which stakeholder group they are communicating 

with, contrasting Smith et al. (2013). 

The four dimensions exhibit reciprocal relationships 

As discussed, our findings suggest that impact fintechs face challenges and opportunities arising from 

integrating economic and sustainability objectives into one overarching organizational purpose in four 

dimensions: identifying and scaling beyond the eco-niche, obtaining financing, entering commercial 

partnerships, and diffusion while establishing an appropriability regime.  

While all four dimensions have been outlined as having a significant influence on the success of sustainability 

startups, their interdependence and reciprocal relationships outlined in chapter 7.1.4 have largely not been 

considered in the contemporary body of literature in the context of hybrid organizations and sustainable 

entrepreneurship. This lack of consideration might be rooted in the fact that success factors in sustainability 

startups generally “have not yet received significant attention” (Bocken, 2015, p. 650).  

Sustainability angle can be an advantage for impact fintechs 

Whereas academia regularly considers the sustainability angle of sustainable startups as a source of 

complications (e.g., Doherty et al., 2014), our research indicates that there has been a recent shift in the 

perception of impact fintechs in customers, partners and investors.  

While Dean & McMullen (2007) suggest that the eco-niche consists of a relatively small number of customers, 

we find that the awareness in consumers regarding sustainability is rising; thus, the niche for environmentally 

and socially superior products and services is broadening. The eco-niches of the impact fintechs examined not 

only exhibited a distinct preference for more sustainable offerings but also for technologically superior 

products compared to incumbents’ offerings. Thus, we propose that a preference for technologically advanced 

features plays a significant role in the context of impact fintech.  
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Moreover, our research indicates that increased regulation and customer demand are resulting in growing 

interest of financial institutions to partner with and invest in impact fintechs. Our findings propose that this 

rising interest also extends to traditional investors contradicting Doherty et al. (2014) and VanSandt et al. 

(2009), suggesting that traditional investors likely perceive sustainability startups as less profitable. However, 

impact fintechs might still choose to primarily seek investors who share their mission (Hoffmann et al., 2012) 

as this ensures alignment between the stakeholder groups. Our research further proposes that as an impact 

fintech matures and sustainability and economic objectives are deeply intertwined, plus governance structures 

are established accordingly, the sustainability affinity of the impact fintech’s investors might decline. Impact 

fintechs then seek investors that can satisfy their high capital needs and can provide support with scaling. 

Investors’ sustainability propensity declining from earlier to later funding rounds has been lightly touched by 

Randjelovic et al. (2003) in the sense that traditional VCs might invest after green VC. Nevertheless, the 

implications for the sustainability startup of this decline, such as the necessity to establish governance 

structures, have not found considerations in the literature so far. Moreover, our finding that the corporate 

interest in partnerships with impact fintechs is rising contrasts Schlange (2006), arguing that attracting the right 

stakeholders is particularly challenging for sustainable entrepreneurial ventures.  

In summary, our empirical findings lead to the hypothesis that pursuing economic and sustainability objectives 

do not necessarily lead to conflicting goals. Instead, the objectives can enhance each other if impact fintechs 

achieve alignment between the three stakeholder groups: customers, investors, and partners. This finding 

proposes that the dimensions eco-niche, financing, and partnerships exhibit reciprocal relationships. Moreover, 

our findings indicate that such alignment is only achievable if trust through transparency is created between 

the impact fintech and the network of stakeholders. Thus, the appropriability regime of the impact fintech 

needs to be designed accordingly. Lastly, our research implies that their sustainability angle can be an 

advantage for impact fintechs.  

6.4 Refinement of the Theoretical Framework 

The answers to this thesis’ research questions and particularly the hypothesized theoretical implications lead 

to the conclusions that the theoretical framework derived in chapter 3.4 needs to be reiterated. Rather than 

depicting the two objectives sustainability mission and profit as two relatively independent organizational 

dimensions, they are now visualized as ‘yin’ and ‘yang’ symbolizing two halves of a whole. Specifically, it 

showcases that impact fintechs seem to deeply intertwine the two objectives into the overarching goal of 

exerting socio-political influence. As this prevailing goal should remain the constant pivot point aligning the 

network of customers, partners, and investors, it is at the core of the network, illustrated by the first ring. The 

criss-cross lines between the stakeholder groups symbolize the reciprocal relationships between the 

dimensions. As the eco-niche has a dominating influence on the partner and investor selection, the section is 

larger than the other two. In contrast to the previous framework, the appropriability regime dimension is 
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interchanged with transparency underlining the radical transparency approach our findings indicate to be 

beneficial. Transparency is needed to achieve network alignment. Thus, it is now illustrated as a circle around 

the network, creating trust and credibility. Moreover, branding and technology as drivers of competitive 

advantage are depicted. The yellow line around the two circles symbolizes the scaling ambition driven by an 

impact fintech’s and its networks’ ambition to achieve impact at scale, reinforcing the need for transparency. 

 

Figure 6: Revised Theoretical Framework (own illustration) 
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7. CONCLUSION 
The objective of this thesis was to explore how impact fintechs can manage challenges and 

opportunities arising from balancing economic and sustainability objectives. The research focussed 

on four entrepreneurial management dimensions identifying and scaling beyond the eco-niche, 

obtaining financing, entering commercial partnerships, and diffusion while establishing an 

appropriability regime. 

The thesis’ answer to the overall research question is based on the findings of a qualitative multi-case 

study. The findings suggest that impact fintechs mitigate tensions between their sustainability and 

economic objectives by deeply intertwining them into the overarching goal of exerting socio-

economic influence. Thus, economic and sustainability objectives become crucial components of 

their organizational purpose: to achieve impact at scale. Benefiting from opportunities and 

overcoming challenges seems to necessitate establishing a network of customers, investors, and 

partners aligned regarding the impact fintech’s organizational purpose. Integrating customers in this 

network requires building close, trusting customer relationships. Moreover, impact fintechs tend to 

consciously deselect investors and commercial partners whose motivations contradict the impact 

fintech’s sustainability objectives to avoid negative influences. Continuously ensuring alignment 

between the three stakeholder groups seems to demand radical transparency, especially towards 

customers, hence, determining the choice of appropriability regime. Lastly, a strong business case 

combining sustainability with profitability appears to be a prerequisite for establishing such a 

network. The roles in the network can be in flux; however, the impact fintechs’ overarching mission 

needs to remain the constant pivot point to keep the network aligned and enable scaling. 

The academic core of this paper encompasses several streams of literature as success and failure 

factors of sustainable entrepreneurial ventures have not received significant attention in academic 

research. The literature streams primarily drawn upon are entrepreneurial management, hybrid 

organization, and sustainable entrepreneurship research. The four dimensions guiding this thesis’ 

research have been identified from entrepreneurial management literature (e.g., Simons, 2014; Kerr 

& Nanda, 2011; Bhide & Stevenson, 1989; Teece, 1986) as they are found to have a distinct influence 

on the success of conventional startups. To further identify the implications of pursuing both 

economic and sustainability objectives and arising tensions, hybrid organization literature (e.g., Boyd 

et al., 2009) was consulted as sustainable entrepreneurship often leads to the founding of hybrid 
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organizations. The identified tensions were enriched with the fragmented findings of sustainable 

entrepreneurship research (e.g., Battilana et al., 2012; Beltramello et al., 2013; Doherty et al., 2014; 

Lüdecke-Freund, 2020), which enabled outlining specific challenges and opportunities in the four 

dimensions. 

The empirical findings of this thesis were obtained by conducting qualitative interviews with three 

impact fintechs to gain an in-depth understanding of their perception of tensions between 

sustainability and economic objectives, challenges, and opportunities in the context of sustainability 

fintechs. The findings were further enriched by interviews with experts to capture an investor, 

incumbent, and industry perspective. 

The originality of this research was rooted in connecting the different theoretical lenses to explore the 

new phenomenon of impact fintechs. Following an abductive research approach enabled going back 

and forth between the empirical findings and the contemporary body of literature, which facilitated 

building a comprehensive basis for answering the research questions. While only sustainability 

impact fintechs were explicitly considered in the case study, incorporating external expert interviews 

enhances the generalizability of the findings and supports the derived management implications. 

The contributions of this thesis are of academic and practical nature. The managerial implications 

deduced from the thesis’ analysis aim to create value for leaders in impact fintechs to navigate 

opportunities and challenges arising in the four dimensions. The findings suggest that establishing 

long-lasting, trusting customer relationships might be a decisive advantage for existing impact 

fintechs as the market becomes more competitive. Moreover, the analysis implies that impact fintechs 

should consciously consider the source of external capital, its mission alignment, and primarily target 

unconventional investors. Moreover, impact fintechs potentially profit from seeking partnerships with 

‘family members’ or leveraging their sustainability angle to influence incumbent’s offerings in 

partnerships. Finally, impact fintechs should consider radical transparency creating trust and 

credibility as a competitive advantage amplified through branding and technology. 

Moreover, the empirical findings of this thesis contribute to the still emerging sustainability 

entrepreneurship and hybrid organization literature. First and foremost, the findings indicate that 

economic and sustainability objectives are not independent organizational dimensions. Furthermore, 

conscious alignment between customers, investors, and partners can mitigate tensions and resulting 

challenges when integrating the two objectives into an overarching goal. Additionally, the analysis 
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indicates that the four dimensions explored exhibit reciprocal relationships. The findings imply that 

for impact fintechs, their sustainability angle can be a significant advantage rather than a source of 

complications. The iterated framework visualizes these theoretical implications and might be a 

valuable tool to stimulate further research and guide impact fintech entrepreneurs in their strategy-

making process. 

In a nutshell, this thesis illuminates how impact fintechs - aiming to contribute to sustainable 

development by building a profitable business - manage challenges and opportunities arising in their 

ambition to create impact at scale. Only time can tell if impact fintechs will be able to profoundly 

advance the green transition of the financial industry and society as a whole. Nevertheless, impact 

fintechs are moving in the right direction as part of an ever-growing stream determined to drive 

positive change, striving to carry others along with them. 
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8. LIMITATIONS & FURTHER RESEARCH 
The empirical research of this thesis is constrained by a number of limitations. Thus, in the following 

section, the existing limitations of this research are recognized and reflected upon. 

First, to analyze the phenomenon, only three people from three companies were interviewed. This 

narrows the pool of data sources. Further, it could lead to a case selection bias, by which academic 

insights are gained only from a small, unrepresentative group of ‘exemplar’ companies (Collinson & 

Rugman, 2010). Moreover, the case companies are located in different countries and operate in 

different market segments, ESG Data and Banking. These differences potentially lead to limited 

comparability as it is not certain that the ecosystems and sustainability awareness in the segments and 

countries are similar. The case companies also have different business models, acting in B2B and 

B2C. However, since all companies started in the B2C space, we assume pivoting to B2B has to be 

seen as in the scope of our research, enriching the findings rather than limiting comparability. The 

nature of these constraints originates in ensuring a practical scope for a master thesis. Our mitigation 

strategy involved the careful selection of the three case companies through our purposive sampling 

approach (Saunders et al., 2019). Nonetheless, although qualitative case study data is not less valuable 

than quantitative research data (Yin, 2018), the generalizability of the findings from the multi-case 

study is uncertain due to the qualitative nature of the data. 

Second, by choosing theoretical perspectives before conducting interviews, we risk the possibility of 

establishing our own frame of reference through the questions asked. Therefore, responses may have 

been biased by the interviewer (Saunders et al., 2019). We tried to mitigate this issue by conducting 

our interviews in a semi-structured way to decrease our level of guidance and not to lock respondents 

into predefined answers.  

Third, conducting semi-structured interviews is prone to data quality issues. Interviewees may choose 

to conceal confidential information or tailor their responses to convey a distorted image of the 

company they represent or of themselves. We have tried to mitigate this limitation by assuring the 

possibility of confidentiality and the prior approval of direct quotes. Another mitigation strategy 

would be considering the view of interviewees within the direct ecosystems of the firms, for example, 

supply chain or distribution partners. This approach was not feasible due to the time constraint of the 

project. However, to get a more comprehensive view and minimize the disadvantages, we conducted 
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interviews with three industry experts within different areas, potentially uncovering information 

hidden by the interviewed case companies and providing an external view. 

Fourth, definitions and terms related to hybrid entrepreneurial ventures are manifold. In many cases, 

there is a lack of clear distinction of terminology, and the academic papers used for this thesis often 

draw on insights from multiple streams of literature. We try to mitigate this issue by adopting the 

term sustainable entrepreneurship as it encompasses both social and economic objectives. Due to the 

scarcity of literature, our approach allows for an approximation in understanding the underlying 

mechanisms of challenges and opportunities in impact fintechs. 

Suggestions for Further Research 

Given the growing awareness of sustainability and hybrid organizations, the paper at hand provides 

opportunities for future academic research. 

The scope of this work is to analyze four different dimensions of entrepreneurial management 

decisions in impact fintechs. Although we provide insights into each of the dimensions, the research’s 

scope did not allow for the analysis of detailed management processes or organizational structures. 

Therefore, we propose to explore the specific dimensions, challenges, and opportunities of internal 

structures and processes in more depth. For example, it could provide interesting results to pay special 

attention to the dimension of the appropriability regime and to conduct a long-term study on the 

advantages and disadvantages of the radical transparency approach that we hypothesize to be 

beneficial for impact fintechs. We suggest assessing if a long-term competitive advantage can be 

achieved. For the finance dimension, valuable insights might be generated by observing a change in 

the behavior of investors by the emergence of more sustainable ventures. Moreover, the denotation 

of the eco-niche does not include detailed considerations of its actual size and its potential expansion 

through increased societal awareness. Obtaining knowledge about its additional characteristics 

besides a high affinity for sustainability might be desirable. Therefore, we propose to examine the 

specifics of the eco-niche further. 

The insights of our analysis are limited to four dimensions. While the dimensions identified seem to 

be the most relevant as proposed through our abductive research approach, other dimensions might 

have been considered. For instance, we only lightly touch aspects of human resources or team 

formation. While we argue that sustainable companies seem to be more attractive to potential 

employees and can attract the best talent, we do not elaborate on any details or how this can be 
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practically achieved. Moreover, we highlight that in the context of hybrid ventures, organizing 

tensions are primarily associated with the team composition since the venture needs to hire for skills 

that enable the sustainability mission, efficiency, and profitability. Thus, we propose conducting a 

detailed study about competencies needed in impact fintechs and team composition might be 

beneficial. 

In Europe, it is expected that further regulations will be introduced. In this respect, it will be 

interesting to see how impact fintechs themselves deal with the increasing regulatory scrutiny. Future 

researchers could investigate the company size needed to drive the shift towards sustainability and 

navigate through increased regulation. 

Looking into the future, it will be captivating to see whether fintechs can exert so much influence on 

existing industry giants that they will truly transform themselves. If we look at the foundation laid by 

impact fintechs and link it to the current momentum of action against climate change and 

digitalization of all areas of life, accelerated by the pandemic, a breakthrough for sustainability in 

finance and capital markets could materialize in the next few years.
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APPENDIX A – OVERVIEW OF INTERVIEW PARTNERS 
 
Preliminary Interviews 
 

Company Date Interview Partner Role Duration Contact 

Copenhagen 
Fintech 

26.02.2021 Oliver Sjöstedt Head of Startup 
Growth 

28:25 os@copenhagenfintech.dk 

FinUprise 09.03.2021 Heidi Lee Co-Founder 29:56 hlee@finuprise.com 

 

Case Company Interviews 
 

Company Date Interview Partner Role Duration Contact 

Matter 1st 
12.03.2021 

Niels Fibaek-
Jensen 

Co-Founder & 
CEO 

44:50 nfj@matterpension.dk 

Make!mpact 1st 
18.03.2021 

Christopher 
Trunk-Black 

Co-Founder 58:30 ctb@makeimpact.io 

Tomorrow 1st 
23.03.2021 

Andreas Feindt Business 
Development 
Manager 

1:01:33 andreas@tomorrow.one 

Matter 2nd 
12.04.2021 

Niels Fibaek-
Jensen 

Co-Founder & 
CEO 

56:34 nfj@matterpension.dk 

Make!mpact 2nd 
13.04.2021 

Christopher 
Trunk-Black 

Co-Founder 54:54 ctb@makeimpact.io 

Tomorrow 2nd 
16.04.2021 

Andreas Feindt Business 
Development 
Manager 

51:54 andreas@tomorrow.one 

 

Expert Interviews 
 

Company Date Interview Partner Role Duration Contact 

The Footprint 
Firm 

22.03.2021 Christian 
Sparrevohn 

Co-Founder 35:34 csp@thefootprintfirm.com 

Independent 
Advisor 

09.03.2021 Thorben Sander Independent; Ex-
Nordea 

32:36 thorben.sander@gmail.com 

Copenhagen 
Fintech 

19.04.2021 Thomas Krogh 
Jensen 

CEO 26:52 tkj@copenhagenfintech.dk 
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Appendix B – Interview Guides 
 
Introduction for Master Thesis Interviews 
 

Who we are Alina Bone-Winkel & Anton Sprick, Students of MSc. Management of Innovation and 
Business Development at Copenhagen Business School 

The purpose of the project Sustainability is one of the buzzwords often thrown around in debates about 
solutions for modern-day problems. The Sustainable Development Goals (SDGs), 
also known as the Global Goals, were introduced by the United Nations in 2015 as a 
universal call to action to end poverty, protect the planet and ensure that all people 
enjoy peace and prosperity by 2030 (UNDP, 2021). To support the implementation of 
the SDG goals, incumbent companies can contribute by shifting towards more 
sustainable practices (Schaltegger et al., 2018). Financial technology startups, 
commonly called fintechs, committed to addressing problems concerning 
sustainability (“impact fintechs”) have only recently started to emerge (Kjær, 2019). 
Impact fintechs can play a vital role in navigating the world’s cash flow towards 
sustainability to finance ‘green growth’ (Kjær, 2020). However, these market entrants 
need to appropriately manage challenges and opportunities arising from balancing 
commercial and sustainability objectives to grow as businesses and stimulate their 
impact.  

The purpose of the 
interview 

Get insights into challenges and opportunities arising from balancing commercial and 
sustainability objectives. 

Time 45 minutes 

Outcome Empiric insights for our master’s thesis. 

Anonymity Anonymity is provided if needed. 

Non-disclosure agreement NDA is provided if needed. 

Readers The interview is to be analyzed by the two group members and evaluated by two 
CBS professors. The master thesis will be later published in the CBS master thesis 
database.  

Recording The interview will be recorded if the interviewee agrees. 

Language English 

Other You are always welcome to ask any questions during the session. 
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Case Companies - Interview Guide I 
 

Topic Question 

Introduction Could you quickly introduce yourself and what you do? 

Motivation & Opportunity What was the motivation to start the company, and how did you come across the 
opportunity to join the company? 

Business Model & Customers Can you briefly describe your business model and value proposition? How it evolved 
over time? 

Who are your (primary) customers, and how did you identify your customers?  

Open question What challenges and opportunities do you face/have you faced as an impact-driven 
startup? 

Impact How do you measure your sustainability impact? How does it affect your financial 
goals? 

Which importance does impact measurement have in your daily business? For your 
investors? For your customers? 

What motivates your customers to purchase your product?  

Technology Which role does technology play in your business?  

Financing How are you financing yourself? 

Why are your investors interested in investing in your company? 

Partnerships Do you currently have partnerships? If yes, who are your partners? 

What was your motivation to enter these partnerships? What were the partners’ 
motivations? 

What were the initially set goals? Did these goals change over time? 

How do you select your partners? 

Competitors How do you protect yourself against competitors? 

How does your appropriability regime look like? 

Which role does transparency and diffusing your mission play in this context? 

Challenges Do you see challenges or opportunities that we’ve missed? 
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Case Companies - Interview Guide II 
 

Topic Question 

Mission & Vision What are your ventures’ vision and mission? Did it change in relation to your pivot?  

What is your personal motivation? Does it lean more towards the business or 
sustainability side or both?  
How about your co-founders? 

What role does sustainability play in your business plan? Is sustainability ‘just’ the 
product? 

Customers Who are your primary customers and how does this influence your business model? 

Are you planning to scale? Do you think your value proposition is interesting for more 
than your standard target audience? 

How did you identify your customer’s needs? Do you track changes in their needs?  

Product What did your product development process look like? What was the motivation for 
choosing the product development approach? 

Do you face troubles because of regulation? 

What is your long-term strategy and vision?  

Partners  Do you have a ‘sustainability screening’ process look like for your partners? What 
does it look like? 

How important is aligning expectations and goal setting with your partner? How do 
you do this? 

Did you face any difficulties when convincing stakeholders to onboard? 

Competitors What is your advantage compared to competitors? 

What does your IP strategy look like? Which role does transparency play? 

Investors & Funding How did you connect to your investors? What was your experience regarding 
attracting investment? Did you face difficulties? Or opportunities? 

How involved are your investors in your business? What seems to be their goals? 

What do your investors' profit and growth expectations look like? 

Company data Can we get more data about the company? Eg. a company presentation with facts & 
figures? Can you send us the investors list? 
Do you have metrics about why customers join? 
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Experts - Interview Guide 
 

Topic Question 

Introduction Could you quickly introduce yourself and what you do?  

Motivation & Opportunity Have you seen a recent trend of purpose-driven fintechs emerging?  

How was the reaction of the market generally and has there been a change in recent 
years? 

Open Question Are their challenges and opportunities arise from balancing economic and 
sustainability objectives for these firms?  

Business Model & Customers Which business models and value propositions do you commonly see? 

Are these companies more B2B or B2C-focused?  

Who are their (primary) customers? Does the target group change over time? 

Do these companies face challenges communicating their value proposition? What 
role does the sustainability angle play? 

Impact How important is impact measurement for purpose-driven fintechs in their daily 
business? For their investors? For their customers? 

Partnerships Do these ventures usually form partnerships? If yes, with whom, what is their 
motivation, and how important are they for the fintech’s business? 

What are the challenges and opportunities in partnerships between incumbents and 
impact fintechs?  

Competitors How do purpose-driven fintechs protect themself against competitors? Which 
challenges have you seen here? 

Challenges Do you see challenges or opportunities that we’ve missed? 
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APPENDIX C – TABULAR OVERVIEW OF EMPIRICAL DATA 
 
Empirical Findings – Eco-Niche 
 

ECO- 
NICHE 

Which challenges did the 
companies face?  

Which opportunities did the 
companies encounter? 

How did the companies 
manage the challenges and 

opportunities? 

Matter - Identifying the customer 
group that unlocks the 
biggest sustainability impact 

- Further refine offering and 
distribution channel to move 
into even broader market  

- Heightened sustainability 
awareness of consumers 

- Heightened sustainability 
awareness of asset 
managers and other 
institutional investors  

- Growing regulatory 
requirement on client side 

- Pivot twice (from B2C- to  
B2B-sustainable pension 
schemes to B2B- 
sustainability ratings) 

- Targeted niche customer 
segments 

- More customers equals 
more impact 

- Sharpened their value 
proposition to match 
customer segments  

- Transparency towards 
customers  

- Superior (technological) 
offering in comparison to 
competitors 

- Education of customer is 
their product offering  

- Actively gathering customer 
feedback to further develop 
offering 

- Seeked distribution 
partnerships 

Make!mpact - Identifying the first customer 
group 

- Identifying primary 
customers (users or financial 
institutions) 

- Identifying (paying) 
customers 

- Shaping value proposition 
- Difficulties scaling  
- Trying to initiate discourse 

around sustainability  

- Growing interest in 
sustainable investing  

- Pivot from B2B to B2C 
business model 

- Target niche user segment 
- Produce their own 

educational content to start 
discussion around 
sustainability (to early to tell 
if successful) 

- Transparency towards 
customer 

- Focus on branding and 
word-of-mouth (press, 
hosting events) 

- Iteration of existing products 
based on user feedback and 
launch of community 

- Tracking of customer needs 
(data tracking, focus group 
interviews) 

- Introduction of subscription 
in second half of 2021 
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Tomorrow - Identifying the right product 
offering to targeted eco-niche 

- Shaping the offering and 
value proposition to target 
adjacent customer groups 

- Identify the right products to 
offer: Pressure from ‘eco-
ninjas’ and ‘techies’ 

- Pricing products fairly and 
sustainably  

- Lack of knowledge of 
potential customers 

- Pressure of customers 
regarding sustainability of 
Tomorrow 

- Growing influence of 
investors with every 
financing round  

- Counteracting potential 
mission drift in the future  

- Seeking independence from 
traditional investors  

- Transparency leading to 
customer uncertainty in their 
crowdfunding campaign 

- Finding the right investors for 
the next funding round 

- Heightened sustainability 
awareness of consumers 

- Pivot from sustainable 
investment robo-advisor to 
current account 

- Targeted niche customer 
segments 

- Focus on interaction with 
customers  

- Product development based 
on user feedback  

- Monitoring of customer 
needs  

- Focus on customer 
education 

- Publication of impact 
measurement  

- Transparency and emphasis 
of mission to build trust  

- Focus on technology and 
partnerships 

- Heightening customer 
engagement through 
crowdfunding campaign 
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Empirical Findings – Financing 
 

FINAN- 
CING 

Which challenges did the 
companies face?  

Which opportunities did the 
companies encounter? 

How did the companies 
manage the challenges and 

opportunities? 

Matter - Difficulties obtaining early-
stage funding  

- Matching financial, business, 
and sustainability criteria  

- Balance for-profit and 
sustainability objective when 
choosing investors  

- Facing different pressures 
from different investors  

- Sustainability mission as an 
advantage for attracting 
impact-focused business 
angels  

- Distribution partners as 
potential investors  

- Three financing rounds 
- Focus on business criteria 
- Leveraging network of 

acquaintances 
- Leveraging Copenhagen 

Fintech Lab community  
- Investment through 

Partnership 
- Choosing investors with 

different focus areas 

Make!mpact - Underfunded  
- Have not been able to attract 

investment due to the 
undefined business model 
and revenue streams 

- Clashes between long 
operational time-horizon and 
investors short-term profit 
orientation 

- Pivot as a disadvantage  
- Traditional investors do not 

understand the sustainability 
mission of the company  

 - Sought professional advice 
from mentors (experienced 
business angels) 

- Revised financing strategy: 
moved  

- focus from traditional to 
impact investor 

- Long-term vision: look for 
strategic investors 

Tomorrow - Early-stage: Neither good 
match with traditional nor 
strictly impact-focused 
investors 

- Cautious regarding investor 
image spill-over effects  

- Ensuring mission alignment 
with investors 

- Growing influence of 
investors with every financing 
round  

- Counteracting potential 
mission drift in the future  

- Seeking independence from 
traditional investors  

- Transparency leading to 
customer uncertainty in their 
crowdfunding campaign 

- Finding the right investors for 
the next funding round 

- Increasing interest of 
investors in sustainable 
investment opportunities but 
not a lot of investment 
prospects  

- Introductions through current 
investors to potential 
investors  

- Three financing rounds with 
different investor profiles  

- Investors between for-profit 
and impact space 

- Founders retain majority 
share (for now) 

- Establishing Impact advisory 
council  

- Certification as B Corp  
- Weaving sustainability into 

their DNA 
- Launching their own version 

of a crowdfunding campaign  
- Close interaction with 

customers 
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Empirical Findings – Partnerships 
 
 

PARTNER
-SHIPS 

Which challenges did the 
companies face?  

Which opportunities did the 
companies encounter? 

How did the companies 
manage the challenges and 

opportunities? 

Matter - Most important partner gets 
acquired (whole 
management team changes) 

- Aligning expectations 
(shared goals and outcomes) 

- Differences in terms of size 
and complexity (NASDAQ) 

- Differences in decision-
making speed 

- Finding the right point of 
contact 

- Brand and reputation 
spillover effects of early 
partners and investors 

- Product validation through 
partner acquisition 

- Necessity for corporate 
greening 

- Incumbent possesses new 
backend platform 

- Keep working plans as 
simple as possible 

- Focus on early partner 
acquisition to ease initiation 
of subsequent partnerships 

- Tailored partnership 
expectation management 

- Building and leveraging 
personal network 

Make!mpact - Explanation of the business 
model and what they need 
partnerships for 

- Turning paid partnerships 
into mutually beneficial 
partnerships 

- Sustainability consciousness 
of current partners 

- Establishing close contact 
with existing partners, 
regular meetings 

- Negotiated favorable 
conditions 

Tomorrow - Find partners suiting their 
high sustainability criteria, 
esp. for investment products 

- Number of potential 
sustainable partners is low 

- Negotiation of terms with big 
players 

- High degree of regulation in 
the industry 

- Banking partner uses modern 
technology 

- Dominant player start to offer 
greener solutions 

- Using (impact) investors of 
companies as an indicator 
for potential partnerships  

- Using other BCorps as 
partner 

- Influence partners product 
offering towards being more 
sustainable 
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Empirical Findings Appropriability 
   

APPRO- 
PRIABILITY 

Which challenges did the 
companies face?  

Which opportunities did the 
companies encounter? 

How did the companies 
manage the challenges and 

opportunities? 

Matter - When they wanted to sell a 
solution, the buyer copied it 
down to the icons and the 
wording 

- Maximum transparency 
inherent to product, but need 
for secrecy towards 
competitors 

- Market is highly regulated 
(hard to develop a product 
adhering to all standards) 

- Transparency as a key 
selling point to clients 

- Market is highly regulated 
(incumbents have high 
need) 

- Being a first mover 
- Being a challenger 
- Good branding 
- User friendly design above 

industry standards 
- Reliance on distribution 

partners, rather than open 
market 

- Team composition 

Make!mpact - No copyrights, no IP rights 
for software 

- Do not see a way for formal 
protection 

- Lock-in customers and 
create product loyalty 

 - Partnership strategy 
- Embracing potential 

competitors to promote 
mission 

- Being a first mover 
- User friendly design 
- Good branding 
- Team composition 

Tomorrow - Needed external validation 
of sustainability 

- Differentiate themselves 
from incumbents and 
greenwashing 

- Competitors lag behind 
- Market is large 

- Getting a BCorp certification 
- Be trustworthy 
- Embracing potential 

competitors to promote 
mission 

- Being very transparent  
- Team composition 
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Empirical Findings Experts 
 

EXPERT 
INTERVIEWS 

Incumbent Perspective 
 

Thorben Sander  
 

Former Head of Global Private Banking 
at Nordea 

Industry Perspective 
 

Thomas Krogh-Jensen 
 

CEO of Copenhagen Fintech 
 

Investor Perspective 
 

Christian Sparrevohn 
 

Co-founder of The Footprint Firm 

Eco-Niche & 
Scaling  

- Growing interest in 
sustainability in the financial 
sector for the past 3-4 years  

- If chosen product reflects 
both mission and profit, 
impact at scale can be 
achieved  

- Profitability is part of the 
sustainability equation 

- Defining sustainability is of 
utmost importance since 
various concepts exist 

- Nordic fintechs need to take 
their ambitions international 
since the local market is too 
small and fragmented - 
especially in a B2C context 

 

- Rising awareness about the 
relevance of SDGs in the 
past 3 years, relatively new 
to see a market reaction 

- No impact fintech has 
successfully scaled so far 

- Crucial to have distribution 
partnerships and validate 
the idea, here impact 
startups are not different 
from regular startups 

- Nailing a business model 
that can scale should be the 
priority, then impact, 
sustainability angle 

- Impact fintechs generally 
start in the niche market 

- Financial sector is turning 
into a driver for the green 
transition right now 

- Market demand is rising as 
awareness in the population 
is rising  

- Gap in the market especially 
for B2C impact fintechs 

- Impact fintechs need to 
identify the right niche in the 
market to generate trust  

- Eco-niche primarily consists 
of younger people (more 
aware) but this will broaden 
quickly  

- Younger customers as a 
long-term opportunity 

- Sustainability is a challenge 
(increases complexity of the 
financial product) and 
opportunity (induces trust) 
for customer communication 

- Trusting customer 
relationship is very 
important  

- Discourse around the 
offering’s sustainability is 
key 

Financing - Attracting investment is 
essential to improve product 
through R&D in order to 
scale 

- A good business case is a 
prerequisite to attract 
financing 

- Without investments, 
sustainability startups can 
not fulfill their mission 

- Investors are increasingly 
realizing the profit potential 
of sustainable solutions 
largely driven by changing 
consumer behavior  

- If the business case is 
undefined, investors are 
unlikely to invest 

- Hard to obtain partners or 
investors without a business 
model 

- Investor environment is 
changing towards being 
sustainability-oriented 

- Amount of available capital 
is growing as the financial 
sector becomes more 
sustainability- conscious 

- Traditional venture capital 
does not see the value of 
sustainable startups 
(reason: sustainability 
startups typically develop 
slower than average tech 
startup) 

- Governments likes investing 
in sustainable startups 
because it combines a good 
return with societal impact 

- Large pension funds will 
look into sustainability 
space 

Partnerships - Small local Nordic market 
can lead to a premature 
focus on partnerships with 
incumbents  

- Sustainability is or will 
become a license to operate 

- Crucial to have access to 
distribution structures 

- Many financial institutions 
are looking to get into the 
green agenda, potential for 
partnerships or acquisition 
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- In some cases, fintech-
incumbent partnerships are 
very attractive 

- Many fintech solutions go 
across decision structures 
of partner institutions 
making it difficult to identify 
the right point of contact 

- Risk to settle on single-
incumbent partnership 
without drawing on the 
companies full potential, risk 
of diverting from mission  

- If there is no clear business 
case for the corporate 
partner, partnership is 
unlikely 

- Incumbents do not tend to 
adopt a long-term 
perspective, can not see the 
green angle  

- Problems in corporate-
fintech partnerships: culture, 
different perceptions of risk 

- Hard to obtain partners or 
investors without a business 
model 

- Culture is an obstacle for 
corporate-startup 
partnerships 

Appropriability 
Regime 

- Some sustainability fintechs 
are going up against 
‘monster corporations’ and 
need to focus on what sets 
them apart to scale 
successfully  

- Defining sustainability is of 
utmost importance since 
various concepts exist 

- Market is large, room for 
more players 

- Incumbent players have a 
huge interest in impact 
sustainability and green 
finance 

- Growing awareness for 
companies to work on their 
sustainability angle 

- Fintechs usually do not 
employ IP rights but want to 
achieve competitive 
advantage through speed, 
pricing, and (technology) 
features 

- Market is large, room for 
more players 

- Showing the impact of a 
portfolio is difficult 

- Need to ‘prove’ the 
sustainability of their 
product, varying definitions 
of sustainability 

- Many will end up being 
acquired, due to scale 
advantages and pressures 
on regulation 

- Startups try and should try 
business models that are 
not too impacted by 
regulation, regulation is also 
increasing for fintechs 

- Demand for sustainable 
products is high, esp. for 
younger generations 

- Formal protection 
mechanisms: most likely 
protection software  

- Informal: Building a 
customer base, algorithms, 
building your following, and 
branding, so formal 
protection is not needed  
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APPENDIX D – THEORETICAL REFLECTIONS 
 
After introducing the concept of sustainability, the literature review of the paper at hand is divided into the 

sections (1) entrepreneurship, entrepreneurial strategy and the associated management challenges, and (2) 

sustainable entrepreneurship resulting in hybrid organizations, the tensions arising out of balancing economic 

and sustainability objectives, and the related management challenges and opportunities.  

 

The research is guided by various theoretical concepts, in part drawn from the pool of literature of the program 

‘Management of Innovation and Business Development’ at Copenhagen Business School. The curriculum 

covers topics from several disciplines concerned with innovation and is designed to enable the understanding 

of classical theories around entrepreneurship, strategy, and market development. However, due to the scattered 

literature concerned with hybrid organizations and sustainability entrepreneurship, different streams of 

literature on sustainable entrepreneurship are drawn upon to enrich the derived framework guiding our 

research. 

 

The first section of the literature review, concerned with conventional entrepreneurship, entrepreneurial 

strategy, and associated management challenges, builds on the following. The definition of entrepreneurship 

employed in this paper mainly stems from Schumpeter’s (1934) and Kirzner’s (1973) classical 

conceptualizations. Gans et al.'s (2018) strategy compass, as well as Eisenmann’s (2014) and Chatterjees’s 

(2013) elaborations around business models, lay the foundations to gain an understanding of 

commercialization strategies and management challenges arising in entrepreneurship.  

 

To outline the four selected management challenges, we tap on several authors concerned with different topics. 

First, customer choice mainly builds on identifying a primary customer, as described by Simons (2014). 

Second, finance draws on Kerr & Nanda (2011), defining different options to finance new ventures, extended 

by findings around crowdfunding (Paschen, 2017). Third, to gain an understanding of stakeholder 

management, we build on Bhide & Stevenson’s (1989) discoveries on how to attract stakeholders and 

Eisenmann & Wagonfeld’s (2012) insights around organizational issues in startups. Finally, appropriating 

value is mainly concerned with the classic ‘profiting from innovation’ framework of Teece (1986) and Cohen 

et al.‘s (2000) work concerning protecting intellectual assets.  

 

The second section of the literature builds on the first section by incorporating different theories around 

sustainable entrepreneurship and hybrid organizations. Several ideas around the topic are presented to define 

sustainable entrepreneurship and the business case resulting from sustainability. In particular, Menguc & 

Ozanne’s (2005) resource-based approach about the relationship between business performance and 
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sustainability, Cohen & Winn’s (2007) work around market imperfections and opportunities for sustainable 

entrepreneurship, Dean & McMullen’s (2007) findings regarding the impact of sustainable entrepreneurship, 

Wüstenhagen et al.’s (2008) conceptualizations about sustainability, innovation and entrepreneurship, Dylick 

& Muff’s (2016) business sustainability typology and Schaltegger et al.’s (2018) findings concerning links 

between collaborative entrepreneurship and sustainable development are to be named. The topic of hybrid 

organizations primarily builds on the eponymous book by Boyd et al. (2009).  

 

While the aforementioned literature further helps conceptualize challenges and opportunities encountered by 

hybrid organizations, we incorporate specific literature to enrich the delineations of the four dimensions. The 

eco-niche section is enhanced by Battilana et al. 's (2012) findings around the search for the hybrid ideal. The 

financing part builds on Beltramello et al.’s (2013) findings regarding the financing gap faced by sustainability 

startups. Challenges and opportunities in partnerships are drawn from the findings summarized by Doherty et 

al. (2014), reviewing social enterprises and hybrid organizations. Lastly, the six barriers to profit from 

sustainable innovation are taken from Lüdecke-Freund (2020). Additional theory was drawn upon extensively 

throughout the literature review to enrich the research quality and our understanding of the underlying 

phenomenons. 

 

The combination of theory from different research fields allowed us to derive our theoretical research 

framework enabling us to explore challenges and opportunities encountered by impact fintechs. Moreover, it 

facilitated analyzing and discussing our empirical findings on an abstract level. The emerging insights further 

permitted us to derive recommendations for action on a practical level. In the following, theoretical 

implications resulting from our empirical findings are discussed.
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APPENDIX E – LIST OF COMPANIES 
 

Company Industry Employees Revenue 2019 
(US $) 

Description 

AP Pension Pension ~700 150 Million AP Pension is a Danish life 
insurance and thus pension 
company, which was the country's 
sixth largest pension company in 
2018. 

AWS Web-Service ~25,000 46 Billion Amazon Web Services (AWS) is a 
subsidiary of Amazon providing on-
demand cloud computing platforms. 

BlackRock Investment 
Management 

~16,500 16.2 Billion BlackRock is an American 
multinational investment 
management corporation and the 
world's largest asset manager. 

Copenhagen 
Fintech  

Accelerator 9 - Copenhagen FinTech is a non-profit 
association open to companies and 
organisations with interests within 
the finance IT area. 

Nasdaq Financial 
Services 

4,830 5.6 Billion  The Nasdaq Stock Market is an 
American stock exchange based in 
New York City. It is ranked second 
on the list of stock exchanges by 
market capitalization of shares 
traded, behind the New York Stock 
Exchange. Among others, Nasdaq 
operates the Copenhagen stock 
exchange. 

Nordnet Financial 
services 

497 1.57 billion Nordnet is a financial services 
company offering a digital platform 
for savings and investments 

SIX Financial 
Services 

2,594 1.9 Billion SIX is Switzerland's principal stock 
exchange 

Skandia Pension ~2,500 213.4 Million Skandia is a Swedish financial 
group that operates in the Danish 
and Swedish markets, where the 
group has activities within 
insurance, banking and asset 
management. It sold their danish 
pension fund to AP Pension in 
August 2018. 

Solarisbank Fintech 40 52.9 Million Solarisbank is a Berlin-based fintech 
company that offers Banking-as-a-
Service Platform with its German 
banking license. 

Tink Financial 
Services 

~200 30 Million Tink is a cloud-based open banking 
platform providing infrastructure and 
value-adding data products 

Universal Investment 750 386 Million Universal Investment 
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Investment Funds  is one of the leading German 
investment firms, offering primarily 
the administration of investment 
funds and securities for institutional 
investors. 
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