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Abstract New and existing companies are looking for ways to thrive in a competi-
tive environment with innovative business models while respecting society and
avoiding actions that harm the planet. Trends such as circular economy, fair trade,
lowsumerism, and sharing economy are some of the many emerging entrepreneurial
approaches that address this issue, but there is still a gap between what theory
argues and the levels of environmental and social sustainability realized when theory
is put into practice. In fact, most research on the topic of sustainable business models
is still exploratory and does not fully acknowledge these emerging approaches, whose
definitions, boundaries, and defining characteristics are still somewhat vague. This
study seeks to contribute to the understanding of the inner entrepreneurial dynamics
of innovative sustainable business models. In particular, we focus on the fashion
business, a resource-intensive industry in which opportunities to reduce environ-
mental impacts and to innovate business models abound. The aim of our research is to
investigate innovative business models in the fashion industry that have sustainabili-
ty as their defining characteristic, especially in terms of value proposition. In order to
do that, we combine a systematic review of the literature with empirical research
comprised of six interviews with specialists in sustainability, business model innova-
tion, and the fashion industry, along with eight case studies on innovative fashion
startups we define as ‘born sustainable.’ As a result, we propose a synthesizing
framework that discloses trends and drivers of innovative and sustainable business
models in the fashion industry. We also highlight opportunities and challenges for
researchers and entrepreneurs interested in this topic.
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1. Fast fashion: Are there
alternatives?

The fashion industry underwent a remarkable
expansion in the last 2 decades, especially with
the consolidation of the fast fashion approach,
which emphasizes an entrepreneurial modus oper-
andi of rapid acquisition and disposal of mass-
produced, homogeneous, and standardized fashion
items (Fletcher, 2010). However, by stimulating
widespread consumption of easily replaceable gar-
ments, fast fashion has a significant downside in
terms of environmental and social sustainability.

Consumers seem to be aware of these issues, as
evidenced by growing interest in green products.
As a response, large-scale retailers such as H&M
and Zara have recently invested in sustainable
actions and there are reasons to believe this trend
will grow. At the same time, cultural and socio-
economic macro-trends such as circular economy
and sharing economy are challenging traditional
mass production paradigms, driving the need for
new and innovative business models that consider
sustainability not as an afterthought, but as a
crucial design element. Moreover, technological
innovation in garment materials and manufactur-
ing processes enable a new way to think about
business models that goes beyond scale econo-
mies and scope advantages generated by fast
fashion. It is a time of opportunity for fashion
entrepreneurs to build innovative business models
that explore these trends while pursuing not only
economic but also social and environmental value
creation.

There is still much uncertainty about how inno-
vative and sustainable fashion business models
should be structured, as research about the inner
dynamics of successful models is still scarce and
largely focused on individual cases. No systematic
approach that synthesizes the drivers of success for
innovative and sustainable business models in the
fashion industry has been put forward. That is
precisely what we set out to do in this research.
First, we identify the large-scale, socioeconomic,
and cultural trends that are pressuring the current
dominant fast fashion approach. Second, we ex-
plore innovative business models in the fashion
industry that have sustainability as their defining
characteristic, especially in terms of value proposi-
tion. By doing so, a number of generic building
blocks are identified that describe key working
elements (drivers) of such business models. We
investigate the interplay between these drivers in
eight case studies with innovative and sustainable
fashion firms. The final objective is to generalize
the findings in a set of challenges and opportunities
to innovate and to put forth sustainable business
models that could orient academics and entrepre-
neurs interested in sustainable fashion.

2. Research strategy

Although there are studies dealing with sustainable
business model innovation (BMI) in the fashion
industry (e.g., Beh, Ghobadian, He, Gallear, &
O’Regan, 2016; Kozlowski, Searcy, & Bardecki,
2015; Lueg, Pedersen, & Clemmensen, 2015), they
usually lack an integrative, holistic perspective. To
address this gap, we combined (1) a comprehensive
systematic review of literature; (2) interviews with
experts in sustainability, BMI, and fashion; and (3) a
wide search on the specialized press that covers
fashion businesses. As a result, we identified the
main trends and drivers of sustainable BMI in the
fashion industry. Next, we studied eight fashion
startups that illustrate the entrepreneurship impli-
cations of the trends and drivers. Finally, we used
these cases to frame a discussion of opportunities
and challenges for researchers and practitioners
interested in this topic.

The first step of the research was a systematic
review of the literature (Hallinger, 2013). Sources of
data were articles published in academic journals
and conference proceedings that included these
keywords: business model, innovation, and sustain-
ability (and variants, such as sustainable). These
keywords were combined with at least one of the
following terms: fashion, garment, or apparel.
Three academic databases were searched (Web of
Science, Scopus, and Science Direct), resulting in
177 articles. Not every article addressed the issue
of interest. Thus, the authors independently eval-
uated the 177 articles and a restricted sample of
the 53 more relevant articles was obtained and
subjected to full analysis. In this analysis, concepts
that drive sustainability in fashion, as well as
examples of innovative business models that make
use of these concepts, and direct or indirect men-
tions of potential challenges and opportunities
for sustainable fashion entrepreneurship were
identified. Next, the review was complemented
with empirical research through interviews with
six specialists in the fashion industry and a com-
prehensive search of news outlets covering the
fashion business such as FFW and Fashion Revolu-
tion. We also conducted eight case studies with
Brazilian and Italian fashion startups. In selecting
these cases, we prioritized interesting entrepre-
neurial stories that illustrate multiple challenges
and opportunities and whose inner workings
involve multiple drivers.
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3. Macro-trends shaping the
competitive arena for fashion
businesses

We identified five socioeconomic and cultural
macro-trends behind the push for sustainable and
innovative business model alternatives to the fast
fashion paradigm.

3.1. Consumer awareness

Among recent changes in consumer habits and pref-
erences, the trend of increased awareness about
sustainability is one of the most important elements
behind the surge in alternatives to fast fashion.
Evidences of such a behavioral change are the
increased interest in green products, the prolifera-
tion of bottom-up initiatives such as the maker and
do-it-yourself movements, the consolidation of ex-
change and sharing platforms, and the growing
notion that younger generations tend to prioritize
experiences over ownership. Impacts of this trend
in the fashion industry have already been noticed as
fast fashion companies have experienced a de-
crease in sales. These companies have responded
with initiatives like H&M’s 2015 partnership with
the Ellen MacArthur Foundation to foster the devel-
opment of circular economy and C&A’s 2014 program
to promote circular economy and zero waste. Move-
ments such as lowsumerism and slow fashion are
direct expressions of changing consumer preferen-
ces about consumption that directly impact how
fashion firms design and transform their business
models.

3.2. Circular economy

The main idea behind the socioeconomic trend of
circular economy is to base economic production on
purposeful restoration and regeneration. A circular
economy is restorative by design and aims to keep
products, components, and materials at their high-
est utility and value at all times. This model strives
to decouple economic growth and development
from the consumption of finite resources. To do
so, it distinguishes between technical and biological
materials and focuses on effective design and use of
materials to optimize their flow and either maintain
or increase technical and natural resource stock.
The circular economy provides opportunities for
innovation in product design, service, and business
models; as a result, it establishes a framework and
building blocks for a long-term, resilient system
(Webster, 2015). It challenges fast fashion by draw-
ing a sharp distinction between consumption and
use of materials, advocating the need for a func-
tional service model characterized by manufac-
turers or retailers increasingly retaining product
ownership and acting as service providers. This
paradigm shift has direct implications for the de-
velopment of efficient and effective take-back sys-
tems and the emergence of new design practices
that generate more durable products and facilitate
disassembly and refurbishment.

3.3. Corporate social responsibility

Corporate social responsibility (CSR) aggregates
many types of practices at different levels of pro-
activity, complexity, and time horizons. There is a
clear trend toward increased adoption of CSR prac-
tices in the fashion industry, including discussions
about the ethics of communicating sustainable
actions for business purposes and the risk of green-
washing (Baldassarre & Campo, 2016). In the fash-
ion industry, CSR seems to manifest more often in
supply chain management as leading fashion brands
have to deal with increasingly complex networks of
suppliers that are distributed around the globe. In
the fast fashion approach, brands usually outsource
production to countries with low-cost labor. The
fact that fashion manufacturing is so often dissoci-
ated from design, marketing, and consumption and
relegated to faraway countries where regulation
concerning working conditions is far from stringent
has fueled sweatshop-free and fair trade move-
ments that aim to provide fair wages and working
conditions in the upstream supply chain. As a result,
global fashion brands tend to adopt CSR measures
such as sustainability reporting, voluntary partici-
pation in multistakeholder monitoring, auditing
initiatives such as the Fair Trade Association, de-
velopment of codes of conduct and labor standards
assurance programs, and adoption of supplier dis-
closure and transparency practices all along the
supply chain.

3.4. Sharing economy and collaborative
consumption

Another defining macro-trend behind sustainable
and innovative fashion business models involves
the consolidation of sharing economy and collabo-
rative consumption. Among the multiple framings
for this phenomenon, we focus on those that con-
sider it a pathway to sustainable consumption and a
decentralized, equitable, and sustainable economy.
In this perspective, the sharing economy is a global,
cultural, and economic paradigm shift from owner-
ship to access manifested in approaches such
as collaborative and access-based consumption,
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which can both promote economic growth based on
innovation and entrepreneurship and mitigate en-
vironmental impacts associated with large-scale
production. In this sense, collaborative consump-
tion is not simply a cultural reaction against con-
sumption, but a conscious and efficient alternative
for adapting collective and individual needs to
available resources. According to Botsman and
Rogers (2010), collaborative consumption refers
to the expansion and reinvention of exchanging,
swapping, bartering, sharing, loaning, and donating
practices, usually between people not previously
connected.

3.5. Technological innovation

Finally, there is a techno-economic trend encom-
passing various technological innovations, enabling
improved sustainability in fashion. Among the
technological innovations that currently impact
business models in fashion, sustainable or alterna-
tive fibers seem to be the most prominent innova-
tions according to our literature review. Impacts
include improvements in clothing durability, re-
duced waste from cleaning processes, and the
use of alternative (synthetic) raw materials instead
of scarce natural resources. An already mature
technology making important inroads in fashion
is additive manufacturing, also known as 3-D print-
ing. Finally, short-to-medium term technological
trends that have the potential to impact fashion
business models include wearable technology and
augmented reality. Although still predominantly in
the design phase, smart wearables can open up
alternatives in terms of monitoring wear and tear
of fabrics so as to best detect when and how to
discard garments.

4. Drivers of sustainability-related
innovation in fashion business models

Our literature review uncovered eight drivers of
sustainability-related BMI for fashion firms, while
the empirical research revealed seven more. The
fact that some of the drivers did not appear in the
literature reinforces the notion that the shift to-
ward sustainable fashion business models is still
emergent and not fully captured by academic lit-
erature. These drivers were analyzed according to
how they usually impact each of the nine compo-
nents of a business model, as defined by the busi-
ness model canvas (Osterwalder & Pigneur, 2010):
value proposition, customer segment, delivery
channels, customer relationship, key activities,
key resources, value network, cost structure, and
revenue streams. Table 1 summarizes the results
and aggregates the drivers along with the macro-
trends we identified. Next, each driver is briefly
described, and the most common impacts in busi-
ness model canvas parameters are noted.

4.1. Circular economy

4.1.1. Upcycling
Upcycling refers to the use of wasting materials to
generate new goods of equal or higher perceived
value, utility, and/or quality than the original prod-
ucts (Dissanayake & Sinha, 2015). It generates sus-
tainability by reusing resources that would be
discarded as raw materials for new products, thus
extending their lifespan and decreasing the need
for natural resources. In fashion, upcycling has a
direct impact on key resources and activities as
access to good materials for upcycling can be a
source of advantage.

4.1.2. Recycling
The recycling driver is based on converting materi-
als from existing products to create different prod-
ucts. As it often involves high-energy processes, it is
considered the last choice among the 3Rs (reduce,
reuse, recycle), though it is an important alterna-
tive to implementing circular economy principles as
it reduces the need for new materials and natural
resources consumption. Adopting recycling in a
business model implies transformations in the cost
structure, key activities, and key partners param-
eters as firms in the fashion industry tend to acquire
recycled materials instead of processing them
themselves. A high-profile example of an innovative
business model based on recycling is that of Adidas
and Parley for the Oceans; the companies devel-
oped a sneaker using plastic waste recovered from
oceans.

4.1.3. Vegan
Vegan refers to an approach to fashion production
that deliberately refrains from using raw materials
of animal origin. By doing so, it aims to reduce
overall energy consumption within the whole sys-
tem, as extracting and processing animal material
tends to require high amounts of energy. The adop-
tion of vegan manufacturing principles potentially
impacts four business model parameters: key
resources, as it requires specialized resources
or suppliers; key partner selection; channels and
communication content; and value proposition,
as it allows the firm to devise its offering in a
way that appeals to consumers who are concerned



Table 1. Trends and drivers of sustainability-related business model innovation for fashion businesses

Macro-trend Driver of
sustainable
innovation

Where does it drive innovation in
the business model?

Examples of innovative and
sustainable business models in fashion

Circular
economy

Recycling Cost structure, key activities,
key partners

Incumbent: Adidas
Startup: Orange Fiber

Vegan Key partners, key resources,
channels, value proposition

Startup: Preza

Upcycling Key resources, key activities,
value proposition

Startups: Colibrii, Revoada, Preza

Corporate
social
responsibility

Sweatshop free Customer relationship, key
resources, key activities

Incumbent: American Apparel

Fair trade Customer relationship,
key partners

Incumbents: People Tree, Eileen Fisher
Startups: Colibrii, Revoada

Locally sourced Customer relationship, value
proposition, key partners

Startups: Contextura, Lanieri, Orange
Fiber, Revoada, Colibrii

Sharing economy
and collaborative
consumption

Fashion library Customer relationship, value
proposition, revenue streams

Startups: LENA, Rent the Runway

Second hand Value proposition, channels,
customer relationship, key
activities, revenue streams

Startup: Armadio Verde

Collaboration Key partners, key activities,
key resources, delivery channels,
customer relationship

Startups: Armadio Verde, Preza,
Revoada

Technological
innovation

Sustainable
raw materials

Key resources, customer
relationship, cost structure

Startups: Orange Fiber, Contextura

Zero waste Key resources, key activities,
cost structure

Startups: ELSE Corp, Orange Fiber,
Zero Waste Daniel, Contextura

Wearables Key resources, key activities,
key partners, value proposition,
cost structure

Startup: Ringly

Consumer
awareness

Capsule wardrobe Customer relationship, value
proposition, revenue streams

Drivers generated mainly by consumer
behavior
Startups: Armadio Verde, Contextura,
Preza, Lanieri

Lowsumerism Customer relationship, value
proposition, revenue streams

Slow fashion Value proposition, customer
relationship
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with animal rights and/or dedicated to the vegan
movement.

4.2. Corporate social responsibility

4.2.1. Sweatshop free
The concept of sweatshop free involves transpar-
ency about working conditions in the manufacturing
firm and opposition to the practice of outsourcing
production to emerging countries in search of low
wage labor. American Apparel is a retailer that
promotes vertical integration to generate consumer
engagement by increasing consumer awareness
about fair treatment. This trend deals with the
social aspect of sustainability and impacts the
business model parameters of customer relation-
ship, key resources, and key activities.

4.2.2. Fair trade
Fair trade aims at offering a worthy wage for all
workers involved, as well as healthy workplace
environments and social investment for the com-
munities. It addresses the rising awareness about
social sustainability among fashion consumers and
thus requires the adoption of innovative customer
relationship practices. It also impacts the key part-
ners parameter of a business model as it requires
fashion brands to rethink and, in many cases, adopt
innovative supply chain management procedures
for partner selection, monitoring, and rewarding.
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An illustrative example of an innovative business
model based on fair trade is People Tree, which sells
apparel manufactured by selected companies in
emerging countries.

4.2.3. Locally sourced
The locally sourced driver consists of prioritizing
product manufacturing in regions geographi-
cally close to its consumption. How to measure
‘closeness’ is still debatable and depends on the
specific context, but this choice tends to generate
sustainability by reducing costs and environmental
impact associated with transportation and stimu-
lating local businesses, thus improving employ-
ment in local communities. BMI derived from
this driver involves how information is communi-
cated to customers and how customers react to it.
It impacts customer relationship and value propo-
sition but, more importantly, it influences key
partner selection.

4.3. Sharing economy and collaborative
consumption

4.3.1. Collaboration
As a driver of innovative and sustainable business
models in fashion, collaboration refers to the adop-
tion of a collaborative mindset by all stakeholders
involved in a sustainable value network: suppliers,
distributors, customers (who often are involved in
co-creating initiatives), and even competitors. In
fact, it does not seem uncommon to witness coo-
petition efforts among sustainable fashion startups.
Collaboration allows the creation of a supporting
ecosystem that drives resource and knowledge shar-
ing, promotes the diffusion of sustainable practices,
and ultimately allows business model experimenta-
tion. As a result, it is a critical driver for startups
and small businesses and impacts the business
model parameters related to value creation (key
activities, key resources, and key partners), distri-
bution (delivery channels and customer relation-
ship), and potential impacts on cost structure and
revenue streams, as many collaboration initiatives
involve revenue sharing.

4.3.2. Second hand
Second hand refers to consumers selling or donating
apparel no longer in use to other consumers, thus
promoting reuse and reducing demand for newly
manufactured items and the associated natural
resources consumption. This driver is usually asso-
ciated with items used only a limited number of
times, such as baby clothing or party dresses. Im-
pacts on BMI are many, usually in the form of
extensive change in value proposition, delivery
channels, customer relationship, key activities,
and revenue streams.

4.3.3. Fashion library
The fashion library (or clothing library) driver is
essentially a subscription service for apparel. In
this mechanism, the customer does not own the
fashion items but can access and use them for a
limited time. Examples of successful business mod-
els based on this driver are those of Rent the
Runway and the Dutch company LENA. By using
sharing mechanisms, items that would be used only
a few times if owned individually reach a wider
audience thus potentially decreasing demand for
new apparel. Fashion libraries drive BMI in custom-
er relationship, as it requires a new way to engage
customers and cross-upsell to them, and value
proposition, which is completely revamped by
going from a product-centered to the service
logic of consumption. Revenue mechanisms also
change from single transactions to usage-based
or subscription fees.

4.4. Technological innovation

4.4.1. Sustainable raw materials
The sustainable raw materials driver contemplates
the development and adoption of different types of
environmentally-friendly raw materials such as or-
ganic cotton, hemp, bamboo, lyocell, and recycled
fibers. As a driver of innovation and sustainability
in business models, it mainly impacts the key
activities, key resources, and customer relationship
parameters by requiring technological develop-
ment, reliable access to a source of materials,
and communication of brand commitment to sus-
tainable practices. Impacts on cost structure are
not uncommon, as these technologies often have to
be internally developed or externally acquired. An
innovative business model built upon this driver
is Orange Fiber, an Italian startup that creates
sustainable fibers using waste from orange juice
production.

4.4.2. Zero waste
Zero waste is a driver based on the notion of mini-
mizing material waste in apparel production. It
generates innovation for sustainability by reducing
the use of raw materials through the development
and adoption of novel and more efficient production
processes, such as additive manufacturing. Adopt-
ing zero waste requires innovation in key resources,
key activities, and cost structure parameters.
Clothing brand Zero Waste Daniel employs a reroll
method to achieve a near zero waste production
process.
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4.4.3. Wearable technology
Wearable technology involves incorporating elec-
tronic devices in fashion goods to provide added
functionalities, such as health monitoring, or to
allow the apparel to change form or appearance.
It impacts the value proposition parameter, gener-
ating opportunities to create additional value
through novelty, improved or expanded functional-
ities, and exclusivity. It also affects key technology-
related activities, resources, partners, and costs.
Ringly is an example of wearable technology.

4.5. Consumer awareness

4.5.1. Capsule wardrobe and lowsumerism
The capsule wardrobe and lowsumerism drivers
depend fundamentally on the consumer’s behavior
and attitude. They involve, respectively, a commit-
ment to owning and using only a limited amount of
clothes for a fixed period of time (e.g., a season or a
year) and the adoption of a generally critical ap-
proach to consumption that prioritizes conscious
and moderate acquisitions of new goods. These
drivers generate sustainability by opposing compul-
sive consumption and fostering a minimalist con-
science among consumers. These drivers require
extensive BMI in terms of customer relationship
and value proposition, with potential implications
also for revenue models.

4.5.2. Slow fashion
Slow fashion refers to fashion production and com-
mercialization practices that oppose the fast fash-
ion paradigm. Slow fashion is a social movement
akin to the slow food movement that emerged in
Italy in response to expanding fast food chains in a
country where social and cultural traditions favor
regionalized cuisine and a very intimate relation-
ship with food (Fletcher, 2010). Slow fashion drives
innovation in value proposition and customer
relationship, as firms orient their offering toward
increased perceived quality and authenticity and
address customer concerns in terms of environmen-
tal (by reusing or recycling materials) and social (by
prioritizing locally-made products and partners that
adopt fair trade principles) impacts.

5. Fashion startups focused on
sustainability

In order to illustrate the interplay between drivers
and their impact on sustainable fashion entre-
preneurship, we investigated eight case studies
with Brazilian and Italian firms. The role of tech-
nology in promoting and exploring these drivers was
controlled by selecting an equal number of cases
where high technology is either essential or almost
absent. We focused exclusively on new businesses,
as the literature already covers sustainability-
driven BMI by incumbents (e.g., Kozlowski et al.,
2015). In fact, very little has been discussed about
the startups that we label born sustainable, that is,
which are originally conceived to develop a new
business model leveraging sustainability at its core.
Such emerging cases can provide insight into the
entrepreneurial dynamics and trends of the sustain-
able fashion of the future.

5.1. Preza

The first case is that of Preza, a Brazilian startup
whose original value proposition lies in transforming
industrial waste in high-end fashion accessories.
Preza’s main product is a line of designer sunglasses
made of wood waste from the local luxury furniture
industry. Its value creation practices are illustrative
of the vegan and upcycling drivers, as all raw ma-
terials and production inputs are fully environmen-
tally friendly (e.g., solvent-free resins extracted
from Brazilian plants). Slow fashion is also a key
component of Preza’s value proposition: by relying
on laborious and time-consuming craft production
processes using singular raw materials without any
additional painting or finishing, each product is
unique and receives an identification number. Preza
built a value network of key partners aligned with
the same sustainability principles that guide the
firm. In fact, collaboration is essential for establish-
ing distribution channels. While the firm manages its
own electronic commerce channel, key partnerships
with luxury stores provide a distribution network for
direct sales. Recently, the firm has explored new
venues for revenue creation by promoting a second
value proposition targeting corporate clients; in-
stead of wood sunglasses, Preza combined its core
competencies in design and technical expertise on
treating wood waste to create corporate-branded
gifts for large companies wishing to promote or
associate themselves with sustainable values.

5.2. Revoada and Colibrii

Another Brazilian case is that of Revoada, a fashion
startup that illustrates the combined use of drivers
such as upcycling, locally sourced, collaboration,
and fair trade. Its innovative value proposition in-
volves manufacturing backpacks, wallets, and
briefcases using inner tubes of large vehicle tires
and discarded umbrellas as substitutes to leather
and nylon. Revoada had to create a supplier net-
work from scratch, as these items were not sorted
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out in Brazilian recycling centers. Fair trade is
promoted by paying for this material the prices
equivalent to the most expensive materials sold
by the recycling centers. As suppliers do not have
sustainability as a core value, adopting fair trade is
a way to assure supplier commitment. The business
model was innovated three times in the 4 years of
Revoada’s existence. Initially, individual consumers
were targeted directly (e-commerce) and indirectly
(collaboration with alternative fashion stores). The
high upfront costs of building inventory and low
engagement of partner stores in promoting the
sustainable value of the products led to the first
change in the business model, which pivoted toward
business-to-business. This second value proposition
was based on manufacturing green products to
corporate customers wishing to associate their
brands with sustainability. The success of this model
stretched Revoada’s production capacity but pro-
moted much-needed growth. Today, the firm
is experimenting again. It successfully tested a
crowdfunding model for direct e-commerce sales,
restricting production to a minimum order size
and a consulting model for corporate clients. The
corporate-client value proposition involves provid-
ing services based on the firm’s expertise with
design and green product development for firms
who want to create their own innovative and sus-
tainable initiatives. The business model of Colibrii,
the third Brazilian case, is similar to that of Revoada,
as it employs upcycling by handcrafting backpacks
and purses using textile industry waste as raw mate-
rial. Production is outsourced to local artisans, an
example of how locally sourced and fair trade drivers
appear in low-tech fashion startups.

5.3. Contextura

Contextura is the fourth Brazilian case, and its
business model combines the slow fashion and zero
waste drivers. Garments are handcrafted from
reused textiles and alternative sustainable materials
(i.e., recycled PET, sustainable fibers). Drawing from
the locally sourced driver, production is outsourced
to local artisans, which limits scalability and growth.
Following lowsumerism principles, products are de-
signed to be timeless and versatile, so garments can
be used in many different ways and situations. The
company employs a direct sales model, combining
an e-commerce platform with a locally-owned retail
store and partner retail stores all over Brazil.

5.4. Armadio Verde

Four Italian case studies were also conducted.
These startups focus on technology to enable the
drivers of sustainable innovation. Armadio Verde is
an online platform for children’s clothing exchange
that draws from the lowsumerism, second hand,
and collaboration drivers. The startup created a
point-based exchange mechanism for donating
and acquiring second-hand garments for newborns
and children up to 16 years old. By donating
used clothes, members can obtain credits to spend
on other clothes made available through the
platform, thus triggering engagement and collabo-
ration. Armadio Verde fosters a new fashion expe-
rience, based on values such as high quality (all
garments are controlled for quality and brand upon
their receipt), sustainability, innovation, and shar-
ing, saving both money, time, and resources. By
focusing on children, the startup also has strong
potential for promoting customer education.

5.5. Orange Fiber

Orange Fiber is a startup aiming to create sustain-
able textiles from citrus juice byproducts. In Italy
alone, more than 1 million tons of citrus byprod-
ucts are wasted every year. Orange Fiber came up
with the original and inherently sustainable idea
to reuse this waste (like orange, lemon, and
grapefruit peels) by transforming them into cellu-
lose fibers, thus developing an innovative fabric
to be used later for manufacturing clothes. To
do so, the startup designed, developed, and pat-
ented a process based on nanotechnology that
replaces highly polluting raw materials with natu-
ral elements. The resulting sustainable textile
represents a brand new opportunity for Italian
tradition in high-quality textiles and fashion.
The Orange Fiber business model leverages and
resembles the sustainability drivers of sustainable
raw materials, recycling, local sourcing, and zero
waste.

5.6. Lanieri

Lanieri is the first e-commerce platform to propose
entirely made-in-Italy, made-to-measure men’s
clothing online, drawing from the slow fashion
and locally sourced drivers. In its platform, the
customer may choose among various Italian fabrics,
customize the model (choices for buttons, linings,
collars, pockets, waistbands, and cuffs allow more
than 10 million combinations) and provide their
measurements thanks to a 3-D configurator. Lanieri
also provides expert tailors in many European cities
for face-to-face interaction, an option that ex-
plores locally sourced dynamics.
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5.7. ELSE Corp

Finally, ELSE Corp combines 3-D product configura-
tor and hybrid manufacturing technologies in a mass
customization platform that recently incorporated
augmented reality features. Its main value proposi-
tion lies in providing third parties with smart mirror
and dressing room technology that can minimize
store inventory, thus enabling virtual or no stock
retail for the apparel and footwear industry while
capitalizing on the zero waste driver.

6. What entrepreneurial challenges
and opportunities lie ahead?

There are a number of entrepreneurial challenges
and opportunities identified in our analysis. Chal-
lenges are issues that repeatedly appear as critical
barriers to the success of the reviewed business
models. As such, they represent issues that must
be solved in order to fully enable a paradigmatic shift
toward innovation and sustainability in fashion.
On the other hand, opportunities are elements that
have already been technically or economically incor-
porated in viable–—and, in some cases, successful–—
business models, but require additional develop-
ment, exploitation, expansion, or diffusion.

6.1. Challenges

6.1.1. Design phase strategy
An key challenge is to rethink the design phase of
sustainable product development. Decisions affect-
ing the whole product are made during the design
phase concerning quality, appearance, materials,
manufacturing processes, and associated costs. As
such, design decisions impact the whole business
model but have particularly critical influence
on the translation of sustainability principles to
the value proposition. In this sense, adoption of
environmentally-friendly materials (e.g., sustain-
able fibers or recycled materials) and production
processes (e.g., natural dyeing techniques, zero
waste mechanisms, slow fashion methods) can yield
relevant business benefits. However, the decision to
adopt such materials still represents a challenge
for fashion firms that still do not perceive it as a
strategic priority for the industry. Moreover, the
design phase is fraught with technical challenges.
Dissanayake and Sinha (2015) pointed out that con-
cept development for goods making use of post-
consumer waste is severely limited by dimensions,
types, colors, and shapes of available material
stock, which often has to be disassembled manually
in a time-consuming process. In addition, design
decisions must take into account the availability
of recycled materials in order to maximize repeat-
ability. As a result, the design phase of apparel that
makes use of recycled materials ends up being
completely different from the design phase of tra-
ditional fashion items, usually requiring a “high level
of design thinking and creativity” (Dissanayake &
Sinha, 2015, p. 98). Born-sustainable startups Preza
and Revoada tackled this issue by creating strong
relationships with suppliers that provide somewhat
standardized raw materials, while Orange Fiber
redesigned the whole textile development process
through patented technologies. The owners of
Contextura are academic researchers on redesigned
sustainable materials and processes, and their
applied research is often tested in the firm.

6.1.2. Consumer education
Another potential cause of failure of many of the
reviewed sustainable business models is related to
consumer education. On the one hand, many sus-
tainable and innovative business models have failed
to convince consumers about the benefits of sus-
tainable fashion products. For instance, empirical
research has suggested that most of the defining
dimensions of slow fashion are simply not recog-
nized as valuable by their consumers. Consumer
education about such potential benefits can be a
first step in the direction of viable business models
based on this approach. On the other hand, con-
sumer education can be a catalyst for changes in
consumer behavior toward more sustainable indi-
vidual practices related to fashion. A key compo-
nent of this challenge is to convince consumers that
it is worthwhile to dedicate efforts toward increas-
ing the value of existing garments by expanding
their lifespan and creatively finding new uses for
them (Wang & Song, 2010). In this sense, traditional
approaches to laundry must be rethought, since this
is one of the most energy-intensive processes in a
garment’s life. Thus, consumers could be educated
on cleaning methods that not only demand less
energy but also increase clothes’ durability such
as natural drying and hand washing instead of ma-
chine washing (Wang & Song, 2010).

Consumers could be oriented toward more
sustainable consumption behaviors in order to de-
crease consumption levels, making better use of
collaborative consumption solutions such as fashion
libraries and rewarding upcycling and recycling
initiatives. All of the cases show how critical this
challenge is, which manifests in low demand for
green products. Preza and Revoada innovated their
business models in response to this challenge, add-
ing a new value proposition aimed at corporate
customers; Armadio Verde leveraged an online plat-
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form to foster collaboration and engagement be-
tween members, and explicitly targeted children
(the consumers of the future) so as to educate them
about consumption of resources as well as sharing
opportunities.

6.1.3. Consumer expectations
A challenge closely related to consumer education
involves addressing consumers’ sustainability ex-
pectations. Consumer education is necessary to
expand the awareness about sustainability, which
is still rather limited, to large crowds of consumers.
Paradoxically, however, excessive expectations
within the small niche of consumers already orient-
ed toward sustainability in fashion may be a prob-
lem. For traditional businesses strongly associated
with fast fashion, it may be difficult to promote
enough change toward sustainability as to effec-
tively shift perceived brand image. Certifications
are a first step in this direction, but more is needed
to significantly change consumers’ perceptions
about the actions and intentions of firms toward
sustainability (Ansett, 2007). Fast fashion firms
tend to adopt defensive sustainability strategies
due to risks associated with offer cannibalization
and lowered performance, while born-sustainable
startups are created following values and principles
of sustainability and tend to adopt a much more
proactive strategy, incorporating innovation and
working in supply chain models built upon collabo-
ration and innovation.

6.1.4. Aligning values along the supply chain
Next, it is necessary to improve solutions for align-
ing values along supply networks, thus creating
truly collaborative arrangements and building
stakeholder commitment in sharing knowledge, re-
sources, and abilities. The search for sustainability
within fashion supply chains involves recommerci-
alization, for instance by selling products from past
collections or second-hand items (as Armadio Verde
does). In the first case, participants in the value
network are required to set up a reverse supply
chain, that is, to move the product backward from
consumer to manufacturer, and redirect the prod-
uct to a new sales channel, usually in the form of
outlets. For second-hand items, different value
network actors are involved, because a new con-
sumer segment is targeted. In both cases, however,
beyond nurturing technical competencies associat-
ed with logistics and commercialization, partners in
the value network are required to exchange knowl-
edge about consumers, marketing strategies, and
channel operation. Advantages arising from sharing
competencies and knowledge can include a signifi-
cant reduction in associated costs and improved
market performance (Beh et al., 2016), but the
operationalization of complex collaborative efforts
involving more than knowledge sharing is a signifi-
cant challenge for participating firms, as attested
by the example of Revoada’s supply chain orches-
tration. Not only are there technical issues to be
solved (e.g., integrating logistics and information
systems, setting up rules for exchanging knowledge,
establishing collaborative marketing strategies in
different regional contexts), but misaligned organi-
zational values can derail efforts to effectively
engage in strategic partnerships. The challenge of
aligning values along the supply chain extends to
clients. In the Preza case, the partners reported an
interesting potential dilemma: Would they accept
orders from a corporate customer whose public
image was unmistakably linked to industries with
high environmental impacts?

6.2. Opportunities

We also identified a number of entrepreneurial
opportunities that may be acted upon to expand
the reach and success of sustainability-based inno-
vative fashion business models.

6.2.1. Enhanced focus on CSR
A first opportunity is to enhance the focus on CSR.
Consumer perception of CSR actions is constantly
improving, to the point that CSR is starting to be a
factor of influence when it comes down to purchase
decisions. The importance of communicating CSR
practices stands out as a significant opportunity for
expansion and improvement (Lueg et al., 2015).
Contextura partners with a social organization
that develops entrepreneurship opportunities in
socially vulnerable communities, hiring women
(mostly mothers without other sources of income)
as artisans to work at home. In this context, it
builds upon the sweatshop free, fair trade, and
locally sourced drivers. It is also worth noticing the
expansion of CSR efforts as an opportunity to
address a challenge we mentioned above: that
of consumer education about the benefits of sus-
tainable fashion. The cases of Armadio Verde,
Lanieri, Preza, and Revoada illustrate how this
opportunity is being explored by born-sustainable
fashion startups. On the one hand, green products
can be customized and sold to corporate custom-
ers, who often use it to promote their commitment
to sustainability. On the other hand, startups can
use their expertise in sustainable innovation
to provide consulting services, knowledge, and
networking to large firms wishing to further their
CSR commitment by developing their own green
products and initiatives.
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6.2.2. Service-based business models
The latter is also an example of the second
opportunity we identified: the development of
service-based business models that reduce stock
requirements (like in the Lanieri and ELSE Corp
cases) or even forego production entirely. Other
than consulting, this includes mechanisms such as
fashion libraries or garment subscription schemes.
Services were always present in the fashion indus-
try, but the scale of fast fashion firms seems to
have diminished interest in service-based business
models. The idea is to migrate from the acquisition
of new fashion goods toward the reinvention and
restyling of existing goods. After-sale services
are suggested by Wang and Song (2010) in order
to help customers to maintain (hand washing in-
stead of machine washing, drying naturally) and
recycle garments.

6.2.3. Monetizing voluntary simplicity
A final opportunity involves monetizing the volun-
tary simplicity embedded in drivers of sustainable
innovation such as upcycling and second hand,
which are central to many of the successful business
models reviewed in this article. In the fast fashion
model, consumers are usually distant from produc-
tion processes. This distance implies less emotional
appeal in the acquisition and use of fashion goods
that is necessary for large-scale immoderate con-
sumption. Voluntary simplicity focuses on the care-
ful use of apparel and an appeal for broader
usefulness in order to decrease the production of
fashion goods and the associated consumption
of natural resources (Ruppert-Stroescu, LeHew,
Connell, & Armstrong, 2015). In the reviewed busi-
ness models, voluntary simplicity occurs with upcy-
cling and second hand, which have already been
proven viable in small-scale initiatives but are yet
to be incorporated into scalable business models.The
case of Contextura is a typical example of fashion
startup that explores this opportunity with little
technology investments, as their products are pur-
posely designed as classic, timeless, and versatile;
meanwhile, Armadio Verde shows how technology
can be leveraged to set up a platform to simplify
and foster the exchange of second-hand garments.

7. Implications for fashion
entrepreneurship

Although our study is exploratory, it puts forward a
number of implications for fashion entrepreneurs.
A first general implication is that sustainability-
oriented BMI in fashion tends to be markedly differ-
ent for incumbents and startups. A similar result
had previously been reported by Cortimiglia,
Ghezzi, and Frank (2016), but for a general context;
evidence that this dynamic is replicated in a very
specific setting is an important contribution to the
literature on BMI. Indeed, fashion startups are typi-
cally born sustainable, as commitment to promoting
social and environmental sustainability tend to be
key values and motivations of founders and part-
ners. As a result, these entrepreneurs leveraged the
startups’ flexible state to design innovative busi-
ness models that deliberately embed many of the
trends and drivers we pinpoint in this study. Incum-
bents, however, are characterized by resource ri-
gidity and strong legacy with the established fast
fashion paradigm; therefore, they tend to proceed
cautiously, experimenting with small-scale green
initiatives and addressing structural issues such as
promoting transparency in supplier selection and
management.

A second general implication refers to the
role of technology in enabling sustainable BMI for
fashion startups. It seems that high technology is
helpful when it comes to radically rethinking
manufacturing processes (as Orange Fiber did),
but is not a hard requirement for successful inno-
vative fashion business models. In fact, small-
scale initiatives using limited technology can be
an important launching pad for experimentation.
When a viable model is found, however, technology
can be useful to scale up the business. Preza is
illustrative of this dynamic. After a slow start
building technical competencies and proving prod-
uct viability, investments in technology allowed it
to increase production capacity to match the con-
trolled growth of the distribution network of part-
ners and, consequently, demand.

A third implication from the cases is that sustain-
ability drivers are seldom exploited alone by
born-sustainable startups. Consistently with entre-
preneurship literature, startups create their unique
value proposition by originally recombining differ-
ent approaches, resources, and competencies with
synergic effects (as in Orange Fiber’s combined use
of sustainable raw materials, recycling, local sourc-
ing, and zero waste or Colibrii’s leverage on locally
sourced components, upcycling, and fair trade).
The resulting new business model proves capable
of both generating and capturing value.

Specific findings from the case studies are also
insightful. First, several cases highlighted the im-
portance of partner commitment and engagement.
This leads to at least two relevant strategic issues:
how to align values and interests along a typically
complex value network and how to promote the
sustainability aspects of the value proposition (and,
indirectly, promote consumer education) when
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partnering with indirect sales channels. The cases
also suggest typical challenges for scaling up fashion
startups. Among these challenges, a common theme
is that of keeping true to the core sustainability
values, which are strongly tied to essential drivers
such as fair trade, commitment to recycling, upcy-
cling, and use of sustainable materials. A third
insight refers to the critical importance of a sup-
porting business ecosystem of like-minded firms
that share sustainability values. Shared values pro-
mote knowledge and resource sharing and facilitate
the establishment of collaborative efforts that fos-
ter business model experimentation, especially at
the startup stage. This finding leads to another
major challenge in the development of a sustain-
able fashion industry: closing the gap between
incumbent fashion companies willing to innovate
their business model toward sustainability and
born-sustainable startups striving to make their
business model replicable and scalable. Incumbents
are relatively effective in establishing competitive
advantages but less able to identify new opportu-
nities and change accordingly, while startups are
inherently more innovative but less successful
in developing competitive advantages needed to
appropriate value from those innovations. Thus,
strategic collaborations between these players
within an open innovation framework would be
beneficial to the industry as a whole.

To summarize, this study has addressed the
pressing issue of sustainability in the fashion indus-
try by identifying the entrepreneurial drivers, chal-
lenges, and opportunities to pursue sustainable BMI.
It also depicted how such phenomena impact fash-
ion companies’ business models. The study’s limi-
tations refer to possible sample selection bias in the
cases analyzed and observer bias of interview-based
qualitative research. Future research should disen-
tangle how to tackle the challenges and to take
advantage of opportunities for sustainable evolu-
tion of fashion business models, driven by enlight-
ened incumbents and born-sustainable startups.
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