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Abstract: Sustainable innovation has emerged as a critical strategic approach for startups seeking competitive
advantage and long-term growth. This study examines the impact of sustainable innovation on startup performance and
investment attraction. Using primary data collected from 50 startup founders and managers, the study applies
correlation and regression analysis to determine the relationship between sustainable innovation practices, startup
performance and investor interest. The findings indicate that sustainable innovation significantly enhances financial
performance, brand reputation, customer acquisition and investment attractiveness. The study concludes that
sustainability-driven innovation is not only an ethical imperative but also a strategic growth driver for startups.
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INTRODUCTION

Startups operate in highly competitive and resource-
constrained environments. Increasing environmental
concerns, social responsibility expectations and
governance transparency have reshaped investor and
consumer preferences. Sustainable innovation refers to
the development of new products, processes, or business
models that reduce environmental impact and promote
social value while maintaining economic viability.
Investors today increasingly integrate Environmental,
Social and Governance (ESG) factors into decision-making.
Sustainable startups are more likely to attract venture
capital, angel investors and impact investors. This study
explores whether sustainable innovation significantly
improves startup performance and investment attraction.
Sustainable innovation refers to the development and
implementation of new products, services, processes, or
business models that create economic value while
simultaneously addressing environmental and social
challenges. Unlike conventional innovation, which
primarily focuses on profitability and market expansion,
sustainable innovation emphasizes the triple bottom line
approach-balancing  economic  performance  with
environmental protection and social responsibility.
Startups that embed sustainability into their innovation
processes often achieve improved operational efficiency,
reduced waste, enhanced brand reputation and stronger
stakeholder relationships. At the same time, the
investment landscape has undergone significant
transformation. Investors increasingly evaluate startups

based not only on financial returns but also on
Environmental, Social and Governance (ESG) performance
indicators. Venture capitalists, angel investors and impact
investors are progressively directing funds toward startups
that demonstrate responsible innovation and long-term
sustainability potential. Sustainable startups are perceived
as lower-risk, future-oriented and more resilient to
regulatory and market changes. Startup performance,
typically measured through revenue growth, market
expansion, customer acquisition and profitability, is
strongly influenced by strategic innovation decisions.
Sustainable innovation can enhance performance by
reducing operational costs through efficient resource
utilization, improving product differentiation and
strengthening customer loyalty. Moreover, startups that
adopt sustainable practices often gain access to new
funding channels, including green financing, social impact
funds and sustainability-linked investments [1-5].

LITERATURE REVIEW
Resource-Based View (RBV) The Resource-Based View
suggests that firms gain competitive advantage through
Valuable, Rare, Inimitable, And Non-Substitutable (VRIN)
resources. Sustainable innovation capabilities-such as
green technology expertise, sustainability-oriented
culture and stakeholder trust-can serve as strategic
resources that improve startup performance.

Proposed by R. Edward Freeman, Stakeholder Theory
argues that firms must consider the interests of all
stakeholders, including customers, employees, investors,
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communities and regulators. Sustainable innovation
helps startups meet stakeholder expectations, thereby
improving legitimacy and long-term viability [6].

Sustainable Innovation

Sustainable innovation integrates environmental and
social considerations into product design, operations and
strategy. According to the triple bottom line framework,
firms must focus on profit, people and planet.

Startup Performance
Measured Using:

Startup Performance is

e Revenue growth

e  Market share growth

e Customer acquisition rate
e Brand reputation

e  Operational efficiency

Investment Attraction
Investment Attraction Refers To:

e Venture capital funding
e Angel investment

e Impactinvestment

o Investor interest level

e Funding success rate

Previous studies suggest sustainability practices
enhance firm legitimacy, reduce risks and improve
investor confidence [7].

Research Objectives:

o To examine the impact of sustainable innovation on
startup performance

o« To analyze the relationship between sustainable
innovation and investment attraction

To determine whether startup performance mediates
the relationship between sustainable innovation and
investment attraction.

MATERIALS AND METHODS
Research Design
Quantitative research design using survey method.

Sample:

« Sample Size: About 50 startups

e Sampling Technique: Convenience sampling

e« Respondents: Startup founders and
managers

senior

Data Collection
Structured questionnaire using 5-point:

Likertscale: 1 = strongly and strongly Disagree 5 =
Strongly Agree

Variables:

¢ Independent Variable: Sustainable Innovation (SI)
e Dependent Variables: Startup Performance (SP),
Investment Attraction (IA)

Data Analysis

Interpretation: Respondents generally agree that
sustainable innovation practices are implemented in their
startups (Table 1 and 2).

Interpretation:

e Sustainable Innovation has strong positive
correlation with Startup Performance (r = 0.72)

e Sustainable Innovation positively correlates with
Investment Attraction (r = 0.69)

e Startup Performance strongly
Investment Attraction (r = 0.74)

correlates with

Regression Analysis
Model 1: Impact of SI on SP:

SP = B0 + B1(S)

e R*=052

e B1=0.72

« p<0.001
Interpretation

Sustainable innovation explains 52% variation in startup
performance. Significant positive impact.

Model 2: Impact of SI on 1A:

IA = B0 + B1(SI)

. R?=0.48
. 1=0.69
. p<0.001
Interpretation
Sustainable innovation significantly influences
investment attraction.
Table 1: Descriptive Statistics (N = 50)
Variable Mean Std. Deviation
Sustainable Innovation 3.92 0.68
Startup Performance 3.85 0.72
Investment Attraction 3.78 0.75
Table 2: Correlation Analysis
Variables SI SP 1A
SI 1 0.72 0.69
SP 0.72 1 0.74
1A 0.69 0.74 1
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Model 3: Mediation Model
IA = B0 + B1(SI) + B2(SP)

« RZ=0.61
e [B1=0.32 (reduced but significant)
e 2 =0.58 (significant)

Interpretation
Startup performance partially mediates the relationship
between sustainable innovation and investment attraction.

RESULTS AND DISCUSSION
The findings indicate that:

e Sustainable innovation significantly
operational efficiency and revenue growth

o Investors perceive sustainability as a risk-reduction
and value-creation strategy

e Performance improvement strengthens
confidence

«  Startups adopting eco-friendly and socially responsible
models attract more funding opportunities

improves

investor

This confirms that sustainability is not merely a
compliance factor but a competitive strategy.

Implications
Managerial Implications:

o Startups should integrate sustainability into core

strategy

o ESG reporting improves investor trust

e Green product innovation enhances market
differentiation

Policy Implications:

e Government incentives for sustainable startups
o Funding schemes encouraging green innovation

Limitations:
o Small sample size (50 startups)
e Convenience sampling

e Cross-sectional design

Future research can use
longitudinal analysis.

larger samples and

CONCLUSION

This study demonstrates that sustainable innovation
positively influences startup performance and investment
attraction. Sustainable practices not only enhance financial
and operational outcomes but also significantly increase
investor interest [8]. Startup founders should strategically

incorporate sustainability into innovation processes to
achieve long-term success. This study examined the impact
of sustainable innovation on startup performance and
investment attraction using data collected from 50 startups.
The findings clearly demonstrate that sustainable
innovation plays a significant and positive role in enhancing
both organizational performance and investor interest. The
statistical analysis revealed a strong positive
relationship between sustainable innovation and
startup performance. Startups that adopt eco-friendly
processes, socially responsible business models and
innovative sustainability practices tend to experience
higher revenue growth, improved operational
efficiency, stronger brand reputation and increased
customer acquisition [9,10]. This indicates that
sustainability-oriented strategies contribute directly to
competitive advantage and long-term viability.
Furthermore, sustainable innovation significantly
influences investment attraction. Investors increasingly
prioritize startups that integrate Environmental, Social and
Governance (ESG) principles into their core strategies.
Sustainable practices reduce perceived risks, enhance
transparency and signal long-term growth potential,
thereby increasing funding opportunities from venture
capitalists, angel investors and impact investors.
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