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Abstract

:

Mechanisms that large organizations employ to facilitate corporate social responsibility (CSR) engagement simply do not apply to start-ups due to distinct differences. The purpose of this study was to gain insight into how start-ups strive for sustainability in their business models by investigating internal and external drivers related to organizational processes, managerial characteristics, and stakeholder expectations. We explored key factors such as decision-making regarding CSR engagement, business values about sustainability, entrepreneurial orientation, and the relevance of the CSR theater (philanthropic orientation, disruptive innovation, or transforming the ecosystem). Multiple case studies and interview data elucidated how start-ups engage with their community and stakeholders to determine the best approach to sustainability demands, how start-ups embed sustainability practices within their business models, and how these practices match with the entrepreneurs’ personalities. On the basis of our case studies and data analysis, we propose that the decision to engage in CSR is treated as an investment decision. The business values of a start-up determine its CSR engagement. The philanthropic drive of a start-up determines its CSR initiatives, which are then in line with the field the start-up is operating in. Entrepreneurs’ willingness to adopt CSR practices is determined by their personalities and organizational expertise and experiences. CSR engagement within the business models of start-ups is based on a combination of financial and social capital, while financial benefits act as a continuous motivator for CSR engagement from inception.
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1. Introduction


Start-ups needs to find a proper balance between entrepreneurial ideas and CSR endeavors, meaning that a start-up needs to adopt those CSR practices that are relevant to its business and are feasible in relation to the organization’s profitability [1,2] and competitiveness. However, much of today’s developed and available CSR literature focuses on the implementation, development, and understanding of CSR in large enterprises and small and medium enterprises (SMEs) [1,3,4,5,6,7,8,9,10]. There is far less attention dedicated to how new business start-ups have established, adapted, or implemented social responsibility to improve the welfare of their stakeholders [9,11].



Business start-ups comprise different characteristics compared to other types of firms [9], which becomes evident in a number of business elements. A start-up is an entrepreneurial venture in its early stages of operations that is typically aimed at resolving a real-life issue with an innovative product or service. These ventures are typically small in nature, new, and funded either by a founding entrepreneur or by a group of investors who believe in the entrepreneurial concept. A start-up lacks real stakeholders (compared to more experienced established firms), which forces the start-up entrepreneur to think of potential and future ones [9]. In some cases, even newly established firms are not as responsible for their surrounding environments and societies as larger businesses are, because they often fall below or outside the requirements of specific national regulations and as such avoid their responsibilities to several stakeholders [12,13]. Moreover, newly established enterprises lack formal tools, such as social and environmental reports, as these disclosures require the investment of time, financial resources, and competencies with respect to implementing new organizational routines [14,15]. The organizational structure and managerial experience within a start-up are also different from those within a large firm. Where a large firm has a formal bureaucratic administration process and professional management, the start-up typically has an informal and flexible organizational structure [16,17]. Another difference is the size of the firm. Large firms have the resources to spend time to create a CSR approach to serve their stakeholders’ needs and demands, whereas start-ups are generally stretched for time and resources [11], constantly balancing between adding value to their product or service and serving stakeholders’ needs.



The current methods for embedding CSR in large firms and SMEs have their limitations for application in start-ups [9] and do not necessarily apply to small firms because of their distinctly different characteristics [3,17]. Given the liability of newness that characterizes start-ups, it is paramount to investigate how these firms manage stakeholder expectations given limited resources [18,19], knowledge, and social capital [20,21]. While relatively few studies have investigated how start-ups deal with CSR demands in their business [9,11] the current research fills this gap by investigating the drivers of CSR into the business model from inception. The essence of a business model is defining how the company creates value for customers, entices customers to pay for this value, and translates these payments into profit [22]. A business model is a means to compete [23]. To incorporate CSR into the business model, an extension of the Canvas business model is necessary. This extension is represented by building blocks that show two outcomes: the social and environmental costs of a business model and the social and environmental benefits of a business model. This would be applicable, for example, to social start-ups [24]. It is therefore important that more attention be paid to mechanisms that enable start-ups to facilitate CSR engagement. Therefore, the objective of this research is to further explain CSR engagement in the business model of start-ups by investigating how start-ups have implemented and applied CSR in their business models and elucidating what are the internal and external drivers for sustainable business models in start-ups.



This study contributes to social capital theory by redirecting the attention of CSR researchers from a traditional viewpoint of CSR engagement based on stakeholder theory in larger firms. The existing theory lacks research findings that explain the CSR engagement of start-ups. Ref [25] have argued that start-ups should use the theory of social capital to understand CSR engagement. Hence, this study adds more knowledge by examining how start-ups engage in CSR and what motivations drive such firms to engage in CSR activities. Practically, this study can prove to be significant for entrepreneurs who are starting up a new business endeavor and contemplating how they should deal with social expectations from their stakeholders. This study could be used to establish specific strategies and instruments, which may enhance a start-up’s competitive advantage and improve the welfare of stakeholders.




2. CSR Engagement


Organizations are embedded in complex networks of natural and social relationships, such as shareholders, managers, employees, customers, local populations, and networks, and they embrace multiple actors from the public and voluntary sectors, all of which fall within the stakeholder category as any group or individual who can affect or is affected by the achievement of an organization’s objectives. This validates the application of stakeholder theory, which is largely applied to determine the relationship between large firms and CSR engagement [26]. However, several researchers have suggested that stakeholder theory does not necessarily explain the CSR relationship in start-ups, since they did not find it possible to generalize their findings [17]. Start-ups are, in general, actively managed by their owners/entrepreneurs, highly personalized, and largely local in their area of operation [12]. The main reason why the application of stakeholder theory is difficult in a start-up is the lack of real stakeholders, which forces the entrepreneur to think of potential and future ones [9]. This does not mean that a start-up must eliminate stakeholder theory from consideration; on the contrary, a start-up must hear stakeholders’ needs and expectations. Refs [8,25] have proposed the theory of social capital to explore the CSR–SME relationship, which refers to individual relationship issues such as trust, norms, and networks. In fact, SMEs and start-ups are social entities that revolve around personal relationships [27].



Social capital accrues through engagement, networking within sectors, networking across sectors, volunteerism, and donating to [12,13,26,28]. Social capital theory stipulates that reputation, trust, and legitimacy become key intangible stock for organizations (and the basis for long-term results) and suggests that the relationship with stakeholders is close, unique, highly personalized, and often on a one-on-one basis [8]. It supports the view that CSR activities carried out within start-ups are scarcely systematic, are not structured into formalized strategic processes, and have low visibility outside the company. Ref [8] defines this approach to CSR as “sunken” CSR: it is there, but it is less formal and most of the time not communicated or shared with the outside world. Ref [8] promotes, therefore, a combination of both the theory of a stakeholder’s perspective and the theory of social capital perspective as a basis for CSR research in the context of SMEs. Through the theory of stakeholders, a start-up exists to create value for multiple stakeholders, with whom the firm has a stronger relationship than do more experienced/already established firms, and these stakeholders are often embedded within social capital. Being embedded in local communities in which the firm operates serves as a basis for long-term performance because start-ups are more willing to gain intangible assets than are large firms. The resources and competencies used by start-up firms are often embedded within their social capital. Therefore, we assumed that CSR engagement within start-ups is based on a combination of financial and social capital.




3. The Business Case for CSR


Evidence shows that stakeholders prefer to associate with firms that are committed to socially responsible behaviors [29,30] because the presumption is that firms that actively support CSR are more reliable, and therefore their products are of higher quality [31]. Ref [7] refers to a number of benefits for companies adopting CSR strategies, which could involve dimensions such as cost savings, enhanced staff loyalty, improved government relations, innovation and learning, enhanced reputation, and consumer response.



The reputation and attractiveness of a company are not measured in financial measures but in whether they behave ethically and are socially active and involved in the surrounding society. Venture capitalists, for instance, are looking to invest in sustainable businesses that are economically viable but also contribute positively at a societal and environmental level [32]. Venture capitalists invest in businesses, not in nonprofit organizations, in return for shares in the business. Environmental and societal success needs to be significant, but financial success needs to be competitive as well. Thus, if a venture adds a positive societal and environmental impact, but lacks profit potential, it will not fit the investment objectives of venture capitalists [32]. Therefore, the concept is that companies with better CSR plans obtain far better gains in business, possess many more faithful customers, and are generally much more successful. Corporations are more profitable if they maintain mutually beneficial relations based on trust with their suppliers, creditors, and customers, as well as with local communities and governments [13,32]. However, is that really the case? Ref [31] argues that although firms providing CSR will have higher costs than firms not providing CSR, they will each have the same rate of profit. They predict that there will generally be a neutral relationship between CSR activity and firm financial performance. Ref [32] makes reference to ventures having a clear business case for CSR, but not necessarily being sustainable, which would give customers clear benefits. CSR directly affects the very people who invest in the company, therefore creating a cycle of benefit for both the organizations and the community [4] which requires investing corporate resources for a payoff that is both distant and uncertain [33]. It is more beneficial to a firm if their social and economic goals are not inherently conflicting, but rather integrally connected [4,34].



Some managers eschew attempts to satisfy the demand for CSR because they believe that such efforts are inconsistent with profit maximization and the interests of shareholders, whom they perceive to be the most important stakeholders. Ref [31] outlines a supply and demand model of corporate social responsibility to determine the appropriate level of CSR investment, which implies that there is some optimal level of CSR attributes for firms to provide, depending on the demand for these characteristics and the costs of generating them (i.e., a cost–benefit analysis). The decision to engage in CSR at par relies on shareholder value maximization. However, some studies have suggested that this and satisfying certain stakeholders’ interests are not mutually exclusive. Ref [35] seconds this potential compatibility through enlightened value maximization, whereby the firm’s objective is specified as long-term value maximization or value seeking. Besides, this objective shapes the criteria for the requisite tradeoff between the stakeholders’ interests [36]. Managers should treat decisions regarding CSR precisely as they treat all investment decisions. For start-ups, the bottom line of short-term economic survival is more pressing. Start-ups tend to be more vulnerable to economic losses and will thus be more dependent on the direct economic benefits of CSR-oriented strategies [7], which is even more pressing for start-ups. Thus, we assumed that the decision to engage in CSR is treated as an investment decision.




4. CSR Theater


The company owner, the start-up entrepreneur, is a key driver in engaging in CSR, as the entrepreneur’s vision and commitment to contributing to the community and society of which they are a part determine the “CSR theater” classification a company is willing to work in [33].The three CSR theaters discussed in this section are “philanthropic”-oriented, oriented toward “reengineering the value chain”, and oriented toward “transforming the ecosystem”. The research in this section suggested that the initial business choice, e.g., “What will be the true intentions of our business?”, and a start-up’s social or environmental purpose logically determine CSR engagement.



The philanthropic-oriented theater is driven by the entrepreneur’s personal, social, and environmental priorities, which are reflected in a company’s nonprofit business values and address social and environmental topics. Philanthropy initiatives could be in the form of direct funding to nonprofit and community service organizations and employee community service projects or could include in-kind donations of products and services to nonprofits and underserved populations [33]. The entrepreneur engages in CSR because it is a good thing to do, as it expresses the beliefs of the founder, but there should be a link between strategic intent and business priorities.



A second theater seeks to co-create economic and social values, focusing on increasing business opportunities and profitability while also creating social and environmental benefits: this is called reengineering the value chain [33] (where value is co-created for both internal and external stakeholders). This theater is characterized by incremental and self-interested change primarily focused on increasing profits. CSR engagements in this theater seek to reengineer a company’s entire value chain by improving operational effectiveness throughout the value chain, be it upstream in the supply chain or downstream in the distribution chain, including natural resource extraction and sourcing, manufacturing, shipping, and product delivery. Companies in the second theater have much more potential for social and environmental benefits than companies doing business in the first theater, since CSR practices are implemented throughout the company’s value chain and emerge from the company’s core competencies [26]. In addition, in this theater, a company may engage in charitable giving not by choice, but because of societal pressures.



The third theater is characterized by creating societal value through significantly addressing a critical social or environmental need that is within reach of a business but that may not return immediate business profits: this is called transforming the ecosystem [33]. The company’s actions in this theater emerge typically from a disruptive innovation that forces the company to fundamentally change its business model and develop new skills and strategies. The company creates a radically new ecosystem solution that may be outside its business interests and that is fundamentally disruptive to the existing value chain, which requires risk-taking and a focus on long-range rather than short-term economic gains.



It is not said that a start-up needs to accommodate all three CSR theaters: this depends on the origins of a particular CSR initiative. However, working in any of the three CSR theaters entails strategic implications that affect choices between a wide range of CSR initiatives, depending on the opportunities a company has to have a social or environmental impact. Ref [33] surveyed CSR managers and identified CSR initiatives. From these CSR initiatives, roughly 40% fit in theater 1 (i.e., the initiatives were philanthropic-oriented), 40% fit in theater 2 (i.e., the initiatives focused on reengineering the value chain), and 20% fit under theater 3 (i.e., the CSR initiatives focused on transforming the ecosystem) (with different motivations and expected benefits that their companies hoped to derive). From the above, one cannot conclude that there is a specific theater/orientation of CSR initiatives that takes precedence over another with respect to CSR engagement. This led us to assume that the business values of a start-up determine its CSR engagement.




5. Entrepreneurial Orientation


Various combinations of individual and organizational factors define how entrepreneurship occurs as it does: this is called “entrepreneurial orientation” and it puts key entrepreneurial processes into five dimensions (autonomy, innovativeness, risk-taking, proactiveness, and competitive aggressiveness). Autonomy refers to the ability and will to be self-directed in the pursuit of opportunities. Innovativeness means to engage in and support new ideas, novelty, experimentation, and creative processes that may result in new products, services, or technological processes. Risk-taking is about venturing into the unknown, which primarily involves committing a relatively large portion of assets. Proactiveness means having a forward-looking perspective on the future needs of markets and stakeholders, and competitive aggressiveness refers to a new entrant needing to compete with an existing rival [37]. Designing a business model is an incremental and iterative process [23,38] in which learning and adaptation contribute to success. The start-up of a company is complex and demanding, and the search for a flexible and suitable business model is a necessity for every start-up. Refs [24,38] argue that continuous experimentation contributes to gaining knowledge and new ways to give substance to a business. This application is essential for a start-up’s learning cycle for four reasons. First, it is an exercise in constant reflection for the entrepreneur. Secondly, it provides insight into the coherence between various components and stakeholders, which can be the starting point for new business ideas. Third, it forces the entrepreneur to look at the business in a holistic way. Finally, graphic representation contributes to creativity and innovation in relation to business.



The more experienced an entrepreneur is, and the more an entrepreneur exhibits expertise, the more he or she favors thriving in the five dimensions (autonomy, innovativeness, risk-taking, proactiveness, and competitive aggressiveness) [39] and acting entrepreneurially to engage in CSR. This means that the manner in which a firm adopts and engages in CSR is related to the entrepreneur’s experience and expertise, which influence the CSR engagement of the start-up.




6. Methodology


6.1. Research Design


The objective of this research was to explain the drivers of CSR in the business models of start-ups. Start-ups could consciously use CSR elements to combine impacts on society and competitive advantage [37]. Start-ups often have to do with a high degree of uncertainty and many risks [38]. Understanding the effects of CSR on the business model could make the business model more robust [37]. The methodological perspective most suited to this research objective, and the one adopted for this study, was exploratory multiple-case-study research. The choice to do exploratory case study research was made for the reasons given by several authors that have used such an approach: holistic and meaningful characteristics of real-life events, such as organizational and managerial processes [40]; insights into a topic of interest [41]; qualitative research that studies meanings and the relationships between them [42]; relevant behaviors that cannot be manipulated [43]; and boundaries between phenomena and contexts that are not clearly evident [40]. Evidence from multiple cases is considered more compelling and is regarded as being more robust [44]. Furthermore, case studies are suitable for studies aiming to sketch an overall picture of a phenomenon in its context [45].




6.2. Data Collection and Method of Analysis


For the multiple-case-study, a select sample of cases was used. The firm had to meet the start-up criterion (the company brings products/services to the market; the business must clearly show that the start-up is aimed at creating social impact; and the business started a maximum of seven years ago). However, the date of incorporation also played a role because the interviews focused on developments from the founding date. Furthermore, spreading the foundation data provided insight into the focus of the initiators during the first years and afterwards. All start-ups participating in this study are based in the Netherlands and act in an international context. Start-up company NL1, founded in 2016, operates in the medical sector and develops a device that helps the specialist better diagnose a specific medical condition and thus improve the efficiency of treatment together, leading to a higher probability of healing. This device makes the diagnosis process less of a burden for the patient compared to the current way of practice. Start-up company NL2, founded in 2014, operates in the high-tech sector and develops a diagnostic device that is able to analyze the composition of substances more accurately: it is quick, free of errors, and nondestructive. Start-up company NL3, founded 2016, operates in the medical sector developing a product that enables the better monitoring of babies, resulting in less stress and inconvenience for both parents and children. Start-up company NL4, founded in 2014, operates in the medical sector. This company has developed a harvesting method that extracts natural high-quality content substances from plants used to manufacture medicines more cheaply and efficiently, and it is nondestructive for the plant. Start-up company NL5, founded in 2012, operates in utility construction and has developed solar facades, making a positive contribution to the energy transition from fossil fuels to sustainable and clean energy During the remainder of this study, the start-ups will be identified according to the codes described above.



According to ref [45], the lifelike nature of a research situation and data collection are typical for qualitative research. For research into the use of CSR as a core competency, it must be discovered what knowledge and expertise the entrepreneurs have incorporated into their business models. Personal feelings with regard to social involvement also play a role, therefore interviews are best suited [46]. For this research, a semistructured set-up was chosen in order to, on the one hand, receive answers that were in line with operationalization and, on the other hand, give room for the personal input of the entrepreneur. Thus, the researchers used a semistructured interview approach containing predetermined questions (see Appendix A) to increase the completeness of the data and make data collection more systematic for each participant to anticipate and address potential gaps in the process and to maintain the conversational and situational nature of the interviews [44].



The researchers chose a deductive approach that involved (1) deciding on the unit size of analysis; (2) developing a structured analysis matrix (categories) for coding the data according to predetermined criteria to match a proposition category of data; and (3) analyzing comparisons between the companies involved in the study with respect to the propositions. Refs [47,48] describe one of the most applicable trustworthiness checks in qualitative research: stakeholder checks. Stakeholder checks enhance the credibility of findings by allowing participants to comment on or assess the research findings, interpretations, and conclusions. The researchers ensured stakeholder checks by providing interviewees with full access to the summarized results of the respondents.




6.3. Operationalization


6.3.1. CSR Engagement


CSR engagement is indicated by CSR practices a start-up has engaged in, such as environmental efforts, benefiting charities, engaging in local community programs, treating employees fairly and ethically, attending volunteer events, embracing safety and health, tending to the workplace environment, and interacting with customers and suppliers: these can be categorized into the four domains of Carrol’s hierarchy of CSR (i.e., economic, legal, ethical, and discretionary responsibility) by using the criteria for each category, as embodied in ref [49]. Stakeholder and social capital theory provide items to analyze the foundation for CSR engagement: this was operationalized based [50], where the following dimensions were investigated: external impact, external drivers, the organization–stakeholders–society relationship, profit, shareholder value, investor relations, the planet, neighborhoods, people, safety and health, work ethics, consumers, and suppliers. Accordingly, a detailed operationalization of the concepts is presented in Figure 1.




6.3.2. Investment Decision


The operationalization of the investment decision was based on a study by ref [31]. In this study, it was argued that in order for firms to engage in CSR, those firms must devote resources to realizing CSR initiatives. According to ref [31], resources are assets, capabilities, organizational processes, firm attributes, information, knowledge, etc., that are controlled by the firm. Firms use these resources to generate output, which results in higher costs. Firms must do cost–benefit analyses to make critical decisions regarding the optimal use of input to generate CSR initiatives, depending on the demand for CSR initiatives and the costs associated with generating them [31]. This variable was measured through probing questions to the start-up owner about resources being devoted to realizing CSR initiatives and whether these were subjected to a cost–benefit analysis. The items in Figure 2 below were used to operationalize “investment decision”.




6.3.3. Business Values


Ref [33] provided indicators for the “philanthropic” theater, the “reengineering the value chain” theater, and the “transforming the ecosystem” theater. Ref [33] gave suggestions which focused on internal drivers and motivations behind CSR. On the basis of the answers to the questions related to principle dimensions, the researchers could investigate the relationship between business values and CSR engagement. Figure 3 presents the operationalization for business values.




6.3.4. Entrepreneurial Orientation


Entrepreneurial orientation was captured by asking the start-up owners about their experience and expertise. An overview of this operationalization can be found in Figure 4.






7. Results


7.1. Proposition 1: CSR Engagement


The case and interview data showed that all cases within this study pursue shared social and/or environmental objectives and recognize that economic objectives are equally important and maybe even more important, as they enable good for society. All start-ups commented that they feel the first line of pressure from their shareholders and manage their needs, which is related to turnover and profit. All start-ups in this study consider whether CSR fits with their businesses and whether it contributes to their financial position and business proposition. That is, start-ups involve CSR strategies with an important impact on the bottom line, reflecting an attempt to secure a license to operate in the communities they operate in.



At the same time, all start-ups in this study reported a deeply rooted drive to do good for society, which is, as one start-up commented “in our hearts and minds, with personal motives”. This stems from the individual behavior of the entrepreneur, since they voluntary act the way they do and have a natural aptitude to behave responsibly.



Not all start-ups want to be viewed as a company where you can just buy a product, but want to be associated with doing good for the community in different ways. Two out of the five start-ups, for instance, are deeply concerned about unemployment in their region and want to become sustainable companies where people have a job. Another start-up wants to help law enforcement to track people who perform illegal activities by making their technology available without costs attached to detect drugs, antibiotics, and doping. Another one is contributing to improving babies’ lives by developing a product that results in less stress and inconvenience and wants to set up a foundation to help babies in developing countries. Alternatively, one start-up wants to contribute to decreasing medicinal costs by harvesting plant substrates in a more efficient way. In addition, one start-up wants to make a positive contribution to the energy transition from current fossil fuels to sustainable and clean energy. They all do this by engaging within networks of mutual acquaintance and recognition to pursue shared objectives.



Regarding documenting CSR strategy, only one out of the five cases in this study had documented vision, personal drive, or thoughts in an official document or statement of any kind. That start-up documented future thoughts about setting up a foundation in an investment memorandum, which was signed by all concerned stakeholders. This is in line with ref [12]’s research, which argued that informal CSR strategies prevail among micro-, small-, and medium-sized enterprises, which has an important impact on the bottom line. Start-ups have a scarce need for formal management systems, although there are no indications that there is an unwillingness to go for processes that are more formal.



Figure 5 shows the results after coding the data according to the coding framework.



To accomplish a good way of doing business and to do good for society, all start-ups within this study get regularly and proactively involved with stakeholders related to their business. Their responsive strategy is based on environmental and social assessments combined with stakeholder management. Although these are all, again, informal and hardly systematic mechanisms, all of the start-ups do this within their own networks. For instance, three out of the five start-ups are operating in the medical field, and as such, they move mainly in networks where universities, hospitals, medicine producers, medical-related nonprofit organizations, professors, and medical specialists are represented. The two start-ups that operate in a technical environment deal with architects, chemical manufacturers, laboratories, and building corporations. All of this is specific to the line of business. What all start-ups had in common is that by involving themselves with stakeholders, they learn their needs, demands, and trends and receive feedback, which they use to improve and to customize their product features to those needs. The informal mechanisms used to get involved with stakeholders are mostly unplanned and happen more coincidentally than in a planned way. Only one out of the five start-ups attends network gatherings where the respondent makes a connection with all kinds of people (stakeholders), mainly to grow its network of potential buyers, investors, and people who can or could help out in the future.



Regarding communication about CSR engagement and achievement, only one of the five start-ups communicates progress, findings, and news internally through informal gatherings and externally through a newsletter distributed within its network. Most start-ups in this study do not communicate their CSR engagements externally, they do not have any disclosure strategy or means other than some scattered information regarding practices on their websites.



One start-up, for instance, has gotten some media attention, but that was more because it visited a fair where it won several prizes, which resulted in external exposure. If this had not happened, it would not have gotten this kind of exposure.



During the analysis of the interviews, it became clear that to achieve their goal, each respondent mentioned engagement within networks of mutual acquaintance and recognition to pursue shared objectives. The medically oriented start-ups moved in networks of hospitals, doctors, and market-specific organizations, whereas the more technically related start-ups moved in networks allied with their technology. All respondents in this study apply a responsive strategy, which is based on environmental and social assessments, but in a very unstructured and informal manner. The start-ups in this study did not a formal structured mechanism which would enable them to structurally and proactively capture and learn about new and/or changes and contingencies from their respective business environments. Encounters with stakeholders happen due to coincidence, for instance when they learn about an event via their network or get media attention because they visited a fair. One other nice example given by one of the interviewees was the sudden encounter of an ethical dilemma during a business visit to India. During that visit, the interviewee was faced with construction workers engaging in life-threatening antics during assembly of their products. This interviewee expressed his thoughts in the following way: “Then you think, Jesus, I do not want this. This is unsafe and what do I have to do with this situation? How to deal with this situation?” In that particular moment, the interviewee of this start-up realized that there must be a CSR policy to deal with this kind of CSR dilemma.



At the same time, each respondent mentioned that economic objectives are as important as being engaged in CSR, as they all feel the pressure from their investors, who do want a return on their investment. They all start with a brilliant idea (a revolutionary technology to produce something faster, to diagnose faster and better, or to help infants in the early days of their lives), but in the end, one of the objectives is making money as well. That is a primary objective in becoming a financially healthy and sustainable firm. Each start-up in this study understands that making a profit enables it to stay engaged in CSR through business objectives and at the same time explore new CSR initiatives and engage in new CSR initiatives.



What also became evident from the interviews is that these start-ups communicate to the outside world on a very limited scale about their CSR performance, engagement, and initiatives. Except for what is on their websites and an occasional newsletter, which one of the start-ups does, nothing else is broadcast on a structural basis. It almost seemed that these start-ups are modest about their vision and would rather not broadcast their message too loudly. As one respondent put it: “It is important to have a green and sustainable positioning, but to broadcast that loudly on a website? To me, that would be counterproductive in my opinion.” It almost seemed that they want to be modest about their achievements or their ambitions. They also feel that this is not something a consumer is waiting for or that is the deciding factor for a customer in choosing their product over their competitors.



On the basis of the results outlined above, we propose that the CSR engagement of start-ups is based on a combination of financial and social capital. The evidence from the interview data was in line with the theory of social capital, which refers to connections between individuals, such as trust, norms, and networks [51], and engagement within networks. At the same time, the evidence suggests that financial benefits are a continuous motivator for CSR engagement from inception.




7.2. Proposition 2: The Business Case for CSR


In this subsection, the case findings and comments made by the interviewees with respect to the business case for CSR are presented and explored. The research suggests that the decision to engage in CSR is treated as an investment decision with a cost–benefit analysis. Deciding to engage in CSR is for all cases done in an informal manner between the respondent interviewees and the other start-up employees. None of the start-ups has a formal documented decision process. Again, this is in line with ref [12]’s research, which argued that informal CSR strategies prevail among micro-, small-, and medium-sized enterprises. Reasons as to why the start-ups do not have formal processes are mainly that every start-up in this study is spending all of their time making the business a success. Not everything that takes extra time and does not really add value can be done, simply because there is a scarcity of time. This is not surprising, as these start-ups are in general managed by their owners and are largely dependent on internal resources [12]. Start-ups lack formal tools because they require, among other things, an investment of time and the competence to implement these new routines, which start-ups are not ready to provide.



The first check in the decision process that every interviewee mentioned is whether the CSR initiative on the table fits with the company’s strategic intentions, mission, and vision. This was important for every interviewee in this study. When the CSR initiative did not fit within the strategic goals, all interviewees commented that they would not engage in that particular CSR initiative. If a CSR initiative fits the strategic goals, different approaches to a risk assessment are applied. In the interviews, one could distinguish two main parts in assessing the risks attached to CSR engagement, one being business process-related and the other part being about technical/technology processes.



One out of the five cases assesses the business risks attached to CSR engagement by doing a financial risk analysis and a business risk analysis by using the Strengths, Weaknesses, Opportunities, and Threats Analysis (SWOT technique) and Market Attractiveness Business position Assessment (MABA technique). Two of the five start-ups assess their technical risks by using the failure mode and effect analysis (FMEA) technique. A failure mode and effects analysis is a highly structured, systematic technique that uses inductive reasoning (forward logic) for a failure analysis, which involves reviewing components, assemblies, and subsystems to identify failure modes and their causes and effects. For each component, the failure modes and their resulting effects on the rest of the system are recorded in a specific FMEA worksheet.



The remaining three other cases perform risk assessments from a more rational point of view (in an informal way using no formal technique), as mentioned before. One start-up does not apply any risk assessment, relying on expertise from other parties in the network.



In deciding what kind of resources and what budget should be assigned, all cases were totally aligned. All start-ups refer primarily to their financial situation first. There must be a financial basis somewhere: making a profit first is important. Once that happens, the start-ups can start giving something back to society, because every single start-up commented that they feel pressure from their investors, as they want to see returns on their investments. Making money, for all of these start-ups, enables them to reach their further goals. One of the start-ups has even formalized this in its investment memoranda, which have been signed by all parties and which enable them to set up a foundation to put the benefits of their product into developing countries. When looking at what the start-ups then actually do for society, one notices a full range of CSR activities. All start-ups in this study provide expertise, knowledge, and time related to their own line of business to their networks, groups, and communities, regardless of the lack of financial benefits. Two out of the five start-ups even provide their product to the community to increase the look and feel of it or to give the community an opportunity to work and gain experience with their product, because all can benefit then.



All of the previous decision considerations discussed are reasoned from a rational point of view, whether informally or formally. One start-up from these five also considers an emotional plane in the decision to engage in CSR. This implies that the CSR initiative should also have a personal fit, which is put on the same level of consideration to assess whether it fits strategically. This means that even when a CSR initiative fits the strategic intentions, a decision could still be made against implementing it if it does not feel right. During the interviews, the researchers only encountered this comment from one start-up, and not from the other start-ups. This does not mean that the other start-ups have similar emotional considerations, but this could be, in general, a consideration every start-up makes when confronted with a CSR initiative. Figure 6 shows the results after coding the data according to the coding framework in Appendix B.



It was clear from the interviews that every start-up studied in this research has incorporated CSR into its processing or products, which was achievable through the use of technology that comprises smart and accurate diagnostics or with the help of a revolutionary approach to the energy conversion problem. While addressing the concerns for people and for the planet, start-ups have incorporated CSR initiatives into their products or services as a competitive edge for first-time potential customers. While communicating about their CSR practices and engagement, the respondents become self-conscious, because customers can perceive such communication as vain and thus migrate to a competitor with more substantiated CSR.



For instance, according to one interviewee, “It is important to have a green and sustainable positioning, but to broadcast or disclose this would be, in my opinion, counterproductive. The more marketing around your CSR engagement the less the customers would think that you are true and not just window-dressing.”



Once they have achieved financial strength, firms can return back to societal good in future projects. Start-ups, after building a sound financial base, can help infants in countries where medical facilities are not mature, such as in the Netherlands. For better service to customers, some start-ups hire third parties to speed up processes such as the removal of contamination or making a product more suitable: all of these are proactive actions for giving back to society.



As discussed earlier, profit-making is a major goal of start-ups and is the foremost reason for shareholders to invest, as was mentioned by one respondent,


“At a certain moment there is a new investment project and when you want to implement that immediately with socially responsible matters, the investor says: Well, just wait a minute! You get this money from me to ensure that the product comes on the market and the company is going to flourish. Not to spend the money on CSR.”







This proves that gaining a competitive advantage is the only reason for incorporating CSR into a business model; moreover, CSR engagement is used first for making a profit. As another respondent said, “When we will start making profit then we will return to give back something to society by engaging into CSR.”



Therefore, financial strength is a prerequisite for the business decision to incorporate CSR, because profit-making can assure a basis for upcoming CSR initiatives. Furthermore, most respondents supported this assumption that the main objective is to develop, manufacture and to sell product, which enables the possible support for CSR goals and events. For a better understanding of the above-mentioned scenario, a few respondents use risk assessment techniques such as FMEA, SWOT, and MABA, though there is a lack of formal processes (the majority assess these risks through informal reasoning). One reason for start-up executives not using these risk assessment techniques is the fact that they are not available, as mentioned by the interviewees: “I have seen these risks analyses before, but I do not know if I could do that myself. We are not specialists in that area, but we got some comments from an architect, a mechanical engineer and the factory. I am convinced that if we did it now that it would benefit our product.” The start-ups who use risk assessment techniques have had previous experience using them, while other start-ups who are pro- or anti-CSR initiatives make decisions based only on common sense or gut feelings, ignoring the calculations.



Thus, based on case data, we propose that the decision to engage in CSR is treated as an investment decision, and a few executives use informal assessment techniques such as cost–benefit analyses in deciding how to proceed with a particular CSR initiative. A few of the interviewees even argued that the decision to incorporate CSR into the business model is based on the financial perspective, which prevails in any business venture.




7.3. Proposition 3: CSR Theater


In this subsection, the comments made by the interviewees with respect to the CSR theater are presented along with case data. The business values among the cases in this study ranged from philanthropic to transforming the ecosystem to reengineering the value chain. All start-ups analyzed have formulated their CSR engagement around two pillars. The first pillar (philanthropic) is rooted in the entrepreneur’s personal priority and concern for addressing a social and/or environmental need (because it is a good thing to do), without the need for immediate business profit.



The second pillar (reengineering the value chain) is about co-creating with a primary focus on incremental and self-interested increasing profits. The third pillar (transforming the ecosystem) is rooted in the awareness of shareholders who want to see a return on their investment. This means that while CSR focuses on and addresses social and/or environmental needs, it should somehow contribute to the financial bottom line.



Figure 7 shows the coded data regarding the decision to engage in CSR (coding according to the coding framework in Appendix B).



Three out of five cases were concerned with improving the operational effectiveness of producing their product and trying to use environmentally friendly materials and (electronic) components that support the third pillar (transforming the ecosystem). For instance, one start-up developed an alternative, more efficient, and less damaging technology to extract substances from plants, which is less stressful to nature. This means chemical variants would no longer be needed, waste materials would be less, and the need to dispose of items would be less.



The other cases try to limit their footprint by outsourcing noncore activities, such as outsourcing product assembly by collaborating with groups from their own network. They understand that everybody ultimately benefits, which creates win–win opportunities.



Furthermore, all start-ups have initiatives that support the philanthropic pillar. These initiatives range from making expertise and knowledge available to new start-ups, to making technology accessible for law enforcement agencies to track doping or pollution violations, to making a product available to end-users who can experience firsthand how the product works in the environment.



However, one can have all good intentions, but in the end, the stakeholders decide for an initiative or against it. To do less harm to the environment, one start-up opted initially for a recyclable product. This initiative was declined due to a high risk of infections, which resulted in an adaption of the product to satisfy the stakeholders’ wishes, meaning a non-recyclable product.



None of the cases in this study report their CSR engagements. Three out of five start-ups eventually have to report CSR because of medical regulations and the wish to become an ISO-certified company. However, there is no authority who asks for it, according to one start-up, and another start-up even commented that it does not seem to be a factor in a customer’s choice to decide for their product instead of a product from their competitor.



A company can be active in one or all three theaters: the “philanthropic” theater, the “transforming the ecosystem” theater, or the “reengineering the value chain” theater. From the interviews, it became clear that all of the start-ups are active in at least two out of the three theaters, but not all of them act in the same pair of two theaters. The field they operate in together with the personal drive of the entrepreneur greatly determine in which theaters they act. What cases seemed to have in common were philanthropic driving forces. Relevant quotes from the interviewees stressed that for start-ups, it is important that “the world becomes safer and to prevent that the community is fooled”, or “a successful business is where you are not only good for your own investors, but that you also serve the community”, or “somewhere we are idealists, we want to make a positive contribution to the energy transition”. These examples seem to fit into the philanthropic theater, which is driven by the entrepreneur’s personal, social, and environmental priorities, while at the same time addressing social and environmental topics. What also became evident from the interviews is that CSR policy is not something that is assigned officially to one person. It is more the collective values the employees bring into the start-ups: “At this moment CSR is not specifically assigned to someone. It is more from our own intrinsic value.” (undisclosed interviewee).



It was noticed that every start-up has developed a business strategy to initiate CSR engagement that is related to its own field of expertise, whether medical or technological. Here, it was noticed that several start-ups address critical social and environmental needs, which fits the “transforming the ecosystem” theater [33]. One respondent gave a nice example that fits this theater: “Premature babies are nowadays monitored through sticky pads which have to be replaced regularly. Our product replaces the sticky pads, it’s a belt which goes on once and monitors everything”. This is an example that is fundamentally disruptive to the existing value chain, which requires risk-taking and a focus on long-range rather than short-term economic gains.



In addition, some of the start-ups have employed CSR engagement primarily focused on improving operational effectiveness throughout the value chain, which fits the “reengineering the value chain” theater [33]. One respondent gave a nice example that fit this theater,


“The big advantage is that the source of raw materials is not damaged. You can continue to use the same plant repeatedly. Especially the growth and recovery process of such plant is the most expensive. In addition, this extraction method is with respect to energy and waste much more sustainable and efficient than the current methods. Waste materials are less and need to be disposed of with less transportation and costs. Our method is also cheaper, which means that medicines are also more easily accessible for certain target groups.”







On the basis of the case results, we propose that the business values of a start-up determine its CSR engagement. The philanthropic drive of a start-up determines its CSR initiatives, which are then in line with the field the start-up is operating in.




7.4. Proposition 4: Entrepreneurial Orientation


In this subsection, the data and comments made by the interviewees with respect to entrepreneurial orientation are presented and explored. Figure 8 shows the coded data regarding entrepreneurial orientation and experience (coded according to the coding framework in Appendix B).



The interviewees from the different start-ups had diverse employment backgrounds, employment years, and previously gained CSR-related experience. There was one interviewee who had 22 years of background in the field of product development, process development, and business development. During this employment period, the interviewee incurred firsthand CSR experience internally and externally with suppliers. Another interviewee worked 35 years in communication and marketing roles within a big international company. During this period, the interviewee gained CSR experience from a distance, having a role that incorporated communicating the CSR policy to customers and suppliers. Another interviewee worked for 40 years in the postal delivery sector and later in marketing for a caravan and camper business. Unfortunately, this interviewee did not encounter any CSR experience during this employment. There was also an entrepreneur that came straight from school to the start-up, having gained no CSR experience whatsoever. In addition, the last entrepreneur was employed for 25 years in the laminate market, but also did not have anything to do with CSR-related initiatives. Although it played a role in the market, the interviewee was not involved. Surprisingly, regardless of any extensive employment record, age (which ranged from 27 to 57), and educational background (which ranged from lower technical school to university), all interviewees showed intrinsic personal drive and an eagerness to become engaged in CSR (even the interviewee who came straight from school to the start-up).



One proposition states that the more experienced an entrepreneur is, and the more an entrepreneur exhibits expertise, the more he/she acts in engaging with CSR. During the interviews, it became clear that, when talking about the entrepreneurial CSR experience in past employment and in terms of expertise gained, there was no clear link with CSR engagement.



The respondents in this study had gained work experience in completely different branches, varying from technical backgrounds to sales backgrounds. Gaining work experience in itself has contributed to how they act, to how they feel about their professional contributions, and to building expertise, but it does not explain whether they behave in a socially responsible way. All respondents in this study definitely gained expertise in their fields, but did not necessarily gain expertise in CSR. Some respondents in this study indirectly or directly dealt with corporate social responsibility, but there were also respondents who, in their previous work, were not engaged in CSR at all. There was even one respondent who came straight from school to the start-up, the youngest entrepreneur in this study. Still, all interviewees have incorporated CSR into their business, and some have even chosen their work environment to fit their personal drive to give something back to society. One interviewee expressed this nicely, “That is also one of the reasons that I opted for this company. I wanted to apply my knowledge and expertise in an environment that really contributes to society.”



The researchers also probed the educational background of the interviewed entrepreneurs.



Some entrepreneurs in this study had a university degree, others had technical college, and one entrepreneur had finished the lower technical school. The results from this research show that it did not matter what training they had done in the past or what refresher course they had received in terms of engaging or not engaging in socially responsible entrepreneurship.



On the basis of the case and interview data, we propose that the entrepreneurs’ willingness to adopt CSR practices was determined by their personalities and organizational expertise and experiences. Our findings show that despite the fact that every respondent in this study had a different background, age, or level of education, the interviewee still engaged in CSR. This does not mean that expertise and experience must be ruled out as factors that positively influence CSR engagement. It sure does make it easier to engage in CSR when you have gained experience in the past with CSR engagement, but there must be something additional to having experience and expertise. When asked the question of why they were engaged in CSR, all respondents mentioned that they had a personal drive to act in a socially responsible way. As one respondent described, “You have to believe in it. It must fit with your inner drive. It must be at your heart. There must be passion.” Even the youngest entrepreneur explained it as follows,


“You must always be aware of what you leave behind and what effect you have with your company on others, on the society, on future business partners. You need to perform your business activities in a very sustainable way so that you think about the future; about new generations to come. The opportunity to work with something so vigorous and thereby contribute to a more sustainable society is the motivation to do this.”







This shows the importance of an additional factor that positively influences CSR engagement in a start-up: the intrinsic values and drive of the entrepreneur in CSR engagement. This is independent of age, experience, or educational background. Whether this is more important than experience or expertise is something we cannot say, as this was not investigated.





8. Discussion


On the basis of our cases and data analysis, we propose that the decision to engage in CSR is treated as an investment decision. The business values of a start-up determine its CSR engagement. The philanthropic drive of a start-up determines its CSR initiatives, which are then in line with the field the start-up is operating in. The entrepreneurs’ willingness to adopt CSR practices is determined by their personalities and organizational expertise and experiences. CSR engagement in the business model of start-ups is based on a combination of financial and social capital, while financial benefits are a continuous motivator for CSR engagement from inception into the business model.



Start-ups explore a CSR relationship based on a combination of the stakeholders’ perspectives and social capital, a finding that is in accordance with ref [8]. The start-ups are aware of their environment and their role in the community, and they try to create a collective value with their counterparts. Different views on stakeholder interaction were found. Some start-ups had developed a sort of mechanism to interact with stakeholders, and some were scarcely structured and were based on informal interactions. They manifested an unwillingness to formalize into specific and explicit processes in order to maintain highly informal connections based on trust and norms within their own segment-related networks. As such, they all balance CSR demands with their vision and mission, including demands from their investors.



In accordance with ref [7], the start-ups are dependent on the direct economic benefits of CSR-oriented strategies. The interviews revealed that the start-ups had a prevailing focus on their financial situation, which means that they want to secure their license to operate in the communities they target to serve through their CSR practices. When there is no financial backbone, there is no opportunity to engage in CSR. Before a new business endeavor, the risks associated with finance, technology, and technical aspects are assessed (some through a more structured assessment than others): in essence, they have the same objective, which is to integrally connect social and economic goals in the business vision and mission [4]. The cost–benefit analysis mechanisms used to assess alignment with mission and vision were scarcely structured, unplanned, and unsystematic. In line with ref [12], informal processes prevailed among the start-ups. Yet, the start-ups in this study follow a proactive cost–benefit calculus that factors in financial gains, as argued by ref [7]. That is, they engage with CSR strategies and implement CSR practices with an important impact on the bottom line. Furthermore, the start-ups, which were oriented toward the medical field, are the most structured in their approach to CSR, as it is demanded from notified bodies and stakeholders that need to release a product fit for use. These demands are rigorous, and without meeting their requirements, the product developed by the start-ups would never be considered on the market. These notified bodies and stakeholders demand, for example, a structured risk analysis according to ISO norms and risk analysis techniques such as failure mode and effect analysis (FMEA). This is not generally common among start-ups, as it requires knowledge, expertise, and an investment of time that start-ups are not ready to provide. However, despite the liability of their newness, start-ups from the medical sector undergo the requirements.



Furthermore, in accordance with ref [33], the motivation for CSR engagement of the start-ups interviewed in this study fall under different arenas: the start-up entrepreneurs have their own drive, interest, and commitment to CSR. This means that the adapted CSR strategy is highly personalized. However, when interviewees were asked how important it is that their start-up is operating in a socially responsible way and what were the driving forces behind CSR engagement, the comments received indicated a philanthropic-oriented theater. They all started with arguments towards CSR such as doing good for society and the environment without mentioning anything about future business profits. They started off as “ideologists” with great ideas and intentions. Then they dove into reality, discussing pressure from investors, treating CSR engagement as an investment decision, and focusing on financial growth. From this moment onwards, the motivation for CSR engagement showed a clear shift toward either “transforming ecosystem” or “reengineering value chain”. This seemed to be equally distributed. It seems that the initial business choice, based on the entrepreneurs’ true intentions for their businesses, was logically accommodated by their CSR practices.



Ref [39] argued that the more experienced an entrepreneur is, and the more an entrepreneur possesses expertise, the more likely he/she is to engage in CSR. The results from this study are not in accordance with that study. The interviews with the participants revealed that the experience and the expertise of the entrepreneur were not related to more intensive CSR engagement. Entrepreneurs with outstanding accomplishments were not more prone to engage in CSR practices. What all of the start-up entrepreneurs had in common, independently of age, employment record, and previous companies worked for, was personal drive, commitment, and interest in doing good for society. From this, we propose that personal drive and the intrinsic characteristics of the entrepreneur are more relevant to CSR engagement than are experience and expertise.



Furthermore, the findings for the measurement “CSR engagement” were inconsistent with ref [8], which promoted a combination of both the theory of stakeholder perspectives and the theory of social capital to determine the relationship between start-ups and CSR engagement. Being new to an existing market, start-ups need to consider both perspectives to overcome the liability of newness and become financially healthy. However, divergent mechanisms are used in practice to bring together all stakeholder needs. Specifically, this study contributes to understanding how start-ups act in a society with several stakeholder demands while they strive to remain healthy economic firms.



Start-ups tend to be more vulnerable to economic losses and will thus be more dependent on the direct economic benefits of CSR-oriented strategies, thus treating CSR as an investment decision and focusing on the financial balance sheet. The findings show that start-ups use official techniques to extract the information needed to make a proper decision based on a supply and demand model that determines the appropriate level of CSR investment (consistent with ref [8]).




9. Conclusions


9.1. Limitations of the Study


It is important to recognize that there are some limitations that need to be considered when interpreting the findings of this study.



First, this research was conducted as an exploratory multiple-case-study design, and the aim of the research was to gain insight into underlying drivers of CSR engagement in the business model of start-ups by investigating meaningful characteristics of the organizational processes, managerial processes, and surrounding expectations. The reason we chose a multiple-case-study approach was to replicate or confirm results not only in a single start-up but also in multiple start-ups. This resulted in five start-ups representing different market segments. That is, the start-ups in this study were not restricted to a specific industry or market segment, which is something that makes it difficult for researchers to make claims that can be considered generalizable [40]. The generalizability of any study is constrained by the nature of the sample [52], so the sample used in this study is not appropriate for drawing wider inferences.



Secondly, the social desirability and objectivity of the researcher could also be considered limitations or reliability constraints. This is usually the case for face-to-face interviews. There is a limitation based on interview bias due to the influence of the researcher on the responses of the participant. That is why the researchers created a coding scheme. Analyzing the data by means of a coding scheme reduced the possibility of biasing participants’ responses and additionally overlooking possible important issues. It furthermore gave insight for other researchers into how the content analysis was done.



For the conclusions of this research, a number of methodological limitations must be taken into account. A general limitation of qualitative research is low reliability [46]. For this research, an attempt was made to have the interviews proceed according to a certain structure, but there was also room for the respondent to give examples or to report on certain events. It also appeared that certain terms and the wording of some questions were not always clear, e.g., the "role of risk reduction" or "cause marketing". The validity of qualitative research can be high [46], but the external validity for this study is not very high given the small sample population. Internal validity and reliability were guaranteed as much as possible through the choice of the research design and a structured, phased approach to the analysis process.




9.2. Future Lines of Research


The following starting points for further research can be deduced from the results of this research. First, more knowledge about what social start-ups can achieve is important for governments and policymakers. This form of social impact should not be seen as a threat, but as a means. To this end, whether the social start-ups are sustained and what impact they are able to continue to achieve should be investigated on a longitudinal basis. It seems that these start-ups fill in the niches where governments fail and at the same time serve the interests of governments as well as stakeholders. This leads to a paradox between government tasks and social entrepreneurship, whereby the government promotes social entrepreneurship, but social entrepreneurship is a result of too little attention being paid by the government to its own responsibilities. More research is needed to see how this mechanism works. Another recommendation for further research is analyzing the social impact that can be achieved through entrepreneurship. The ability to market the impact may be a condition for social movements to succeed. Finally, mutual, effective coherence between CSR elements in order to arrive at a business model should therefore become more transparent.



Furthermore, this study was conducted among Dutch-based start-ups from a few industry sectors. Further work on CSR engagement by start-ups could focus on start-ups from market segments other than the ones that participated in this study. Further research could also extend to other countries. A certain degree of differentiation between start-ups based in other countries might occur due to different normative, cognitive, and regulative pillars influencing CSR [13].



Another suggestion for future research is related to whether the decision to engage in CSR is treated as an investment decision. Findings from this study showed that all start-ups performed a cost–benefit analysis. The entrepreneurial feeling about CSR engagement was for some start-ups equally important to the cost–benefit analysis. Our study puts forward that the intrinsic values and drive of the entrepreneur influence CSR engagement. This was not specifically investigated in-depth, but it would be worthwhile to take this on board in future research, focusing on how the entrepreneur’s feelings, intrinsic characteristics, and drive are relevant to CSR investment decisions.




9.3. Managerial Recommendations


This paper brings new insight into the practice of CSR and adds to the literature. Ref [53] argued that the holy grail of CSR is an illusion. Although this conclusion refers to already established and often large companies, the holy grail of CSR can become a reality for social start-ups. That is, three out of four cases had conquered a position in the market and were showing organizational growth. Their targeted, hands-on approach and the valuable, direct creation of impact played an important role. Thus, this outcome can contribute to the discussion about the existence of a business case for CSR, which is still a vexed subject in the economic literature [37,53].



This section will emphasize some practices seen during the interviews with the entrepreneurs—practices that stood out to the researcher or were mentioned by the entrepreneurs as advice to other start-ups, as these practices could enhance their positioning in the market or enable value co-creation with stakeholders.



Among start-ups, there was a scarce, unstructured, and informal way of engaging in CSR due to a lack of a formal CSR strategy. CSR entailed disparate CSR initiatives without an overarching umbrella. The researcher argues that a firm maximizes its CSR effectiveness based on a coherent strategy that is practical and logical within its field of operations, representing a forward-thinking approach to crafting strategic CSR. This helps a company to manage and effectively address social or environmental problems together with a clear CSR prioritization framework for future CSR demands from stakeholders. While there are no one-size-fits-all strategy models, there is a way forward for strategic CSR: auditing, editing, and developing. In the auditing step, a company needs to categorize its CSR initiatives into one of the three CSR theaters and then move forward with the programs that fit the bottom line. That is, the firms need to account for the social and environmental impact and the resulting effectiveness of the initiatives. This requires evaluating both the positive and the negative effects of the company’s manufacturing and operating activities and what the net cost is to the natural environment and the people/stakeholders affected by the business. Crafting a comprehensive and cohesive CSR strategy requires a company to relate to its various initiatives. Finally, the last step is to create CSR social and environmental value while supporting a company’s business objectives, reducing operating costs, and enhancing relationships with key stakeholders and customers [33].



Start-ups engage in CSR in their own way (based on entrepreneurial personal motives), and they are assessed according to their business mission and vision without any reference to a notified body or guidelines that can be consulted or followed. European guidelines (such as the NEN-ISO-26000-2010 guidance on social responsibility), this international standard provides guidelines for the underlying principles of social responsibility, the recognition of social responsibility and the involvement of stakeholders, the core themes and subjects that are part of social responsibility, and ways to engage in socially responsible behavior. The core themes in this international standard cover a number of topics, and it is the responsibility of each organization to determine, based on their own considerations and through dialogue with stakeholders, which topics are relevant and significant for the organization to address.



Thus, consulting this international guidance on social responsibility would help start-ups to structure their CSR intentions within their business, and at the same time, it could benefit them to become an ISO company. Being an ISO company, or referring to an ISO international standard, and communicating and promoting such a standard to the outside world could influence firms’ competitive advantage over rivals and could influence investors, owners, sponsors, and financial institutes. The researchers highly recommend that start-ups take notice of the content of this international guideline (from application to communication) in a proactive and structural manner.



Furthermore, start-ups in general could have low visibility outside the company. Ref [8] calls this approach to CSR “sunken” CSR, meaning that it exists but that it is less formal and most of the time not communicated or shared with the outside world. The researchers, therefore, recommend that start-ups build network relationships with the community, financial institutions, and stakeholders in an active and proactive way, which is illustrated best with a comment made by one entrepreneur, “…maintaining the contact with the stakeholders is vital. Organize information evenings and spare no marketing event. We have to keep drawing on our stakeholder involvement. We must constantly pro-active in letting the world know that we are involved and we are here as part of the community.”



We observed in this study that some start-ups use well-known techniques, such as FMEA–SWOT–MABA, to assess their business risks and technical risks. These techniques enable and facilitate the decision-making process over CSR-related questions. What we also observed is that one start-up entrepreneur acknowledged that having had that particular experience would have helped in developing an even better and cheaper product. Therefore, the researchers highly recommend that start-ups acquire specific expertise, either through the hiring of an experienced person or through hiring advisors to support them in a particular field. This enables the start-up to be better prepared in mitigating and proactively dealing with CSR hurdles along their journey to becoming a sustainable company.
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Appendix A. The Final Interview Protocol Used during Interviews
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Figure A1. Stakeholder and social capital theory. 
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Figure A2. Investment decision. 
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Figure A3. Business values. 
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Figure A4. Entrepreneurial experience and expertise. 
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Appendix B. Category-Labeling Matrix
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Figure A5. Labeling for category CSR engagement 
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Figure A6. Labeling for category stakeholder/social capital theory 
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Figure A7. Labeling for category investment decision. 
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Figure A8. Labeling for category business values. 
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Figure A9. Labeling for category entrepreneurial orientation. 
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Figure 1. Operationalization of CSR engagement: stakeholder/shareholder theory. 
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Figure 2. Operationalization of “investment decision”. 
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Figure 3. Operationalization of “business values”. 
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Figure 4. Operationalization of “entrepreneurial orientation”. 






Figure 4. Operationalization of “entrepreneurial orientation”.



[image: Sustainability 11 06884 g004]







[image: Sustainability 11 06884 g005 550] 





Figure 5. Coding results for CSR engagement. 
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Figure 6. Coding results for the business case for CSR. 






Figure 6. Coding results for the business case for CSR.



[image: Sustainability 11 06884 g006]







[image: Sustainability 11 06884 g007 550] 





Figure 7. Coding results for CSR theater. 
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Figure 8. Coding results for entrepreneurial orientation. 
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. (What are the main driving forces behind (your companies) these CSR

efforts?
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[Stakeholder- and social capital theory.

P11

[What s the definition of CSR within the firm?

Does your company have a mechanism in place for identification of

2 stakeholders needs and expectations?

P13 [With what groups did you initiated dialogue?

= [How are the views of stakeholders considered in deciding for CSR
practices?

b [How s the impact of a particular CSR activity assessed towards their
stakeholders?

b [How is any form of CSR identified within the business (internal /
external)?

P17 [How do you identify CSR enablers and barriers (internal / external)?

P18 [How are priorities defined?

P19 Is CSR performance internally / externally communicated?

PL10 [What is the company's responsive strategy towards CSR?.
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Proposition 4:

Entrepreneurial experience and expertise

P4.1 Did you had any experience with CSR before you started this firm?
P4.2 Where were you previously employed?

P4.3 What is your educational background?

P4.4 What is your age?
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