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Abstract. 

Business model innovation is a critical element for the sustainability and long-term 

success of startups, particularly in dynamic and resource-constrained environments like 

Pakistan. This study investigates the role of business model innovation in enabling 

sustainable practices in startups. By examining the relationship between innovative 

business models and sustainability, this paper highlights how startups in emerging 

economies can build value propositions that not only ensure their economic growth but 

also address environmental and social concerns. Drawing upon case studies and 

interviews with entrepreneurs, the study identifies key drivers of business model 

innovation, the challenges faced by startups in adopting sustainable models, and the 

strategies that have proven effective in driving business success. The article aims to 

provide actionable insights into how startups can leverage business model innovation to 

contribute to both business and societal sustainability. 

Keywords: Business Model Innovation, Sustainable Startups Value Proposition, 

Entrepreneurial Strategies.  

INTRODUCTION 

In the modern business landscape, startups face increasing pressure to innovate not only to achieve 

financial success but also to meet the growing expectations for social and environmental 

responsibility. Business model innovation refers to the process of redesigning a startup's approach 

to value creation, delivery, and capture, with a focus on long-term sustainability. Sustainable 

business models are crucial for startups aiming to stay competitive in a fast-evolving market while 

contributing to societal and environmental goals. In Pakistan, where entrepreneurship plays a key 

role in economic development, integrating sustainability into business models can provide a 

competitive edge while fostering positive social impact. This article explores how startups in 

Pakistan can integrate sustainability into their business models, highlighting strategies, challenges, 

and the future potential for sustainable business practices. 

1. Concept of Business Model Innovation 

Definition and Components of Business Model Innovation 
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Business Model Innovation (BMI) refers to the deliberate modification or reconfiguration of a 

firm’s core business logic to create, deliver, and capture value in novel ways. It goes beyond 

introducing new products or services—it entails changing how a business operates to generate 

competitive advantage. 

Key components of business model innovation include: 

• Value Proposition: Redefining what is offered to customers (e.g., from selling products to 

offering services or experiences). 

• Revenue Model: Innovating how the business earns money (e.g., shifting from one-time sales 

to subscription-based models). 

• Customer Interface: Modifying how the firm interacts with and delivers value to customers 

(e.g., digital platforms, mobile apps). 

• Infrastructure and Operations: Changing internal processes, supply chains, or partnerships 

to improve efficiency or scalability. 

• Cost Structure: Reorganizing cost allocation to enable leaner operations or sustainable 

growth. 

BMI often results in disruption—not only to industries but also to the startup’s own trajectory by 

enabling them to scale faster or differentiate themselves in saturated markets. 

The Role of Business Model Innovation in Startup Growth 

For startups, BMI is a strategic tool that: 

• Improves Market Fit: Adapting to shifting customer needs and feedback rapidly. 

• Enhances Scalability: Enabling resource-efficient growth across geographies or 

demographics. 

• Attracts Investment: Novel business models signal high growth potential and draw investor 

attention. 

• Enables Resilience: Startups with flexible models can pivot in response to external shocks 

(e.g., COVID-19 pandemic). 

In Pakistan, for instance, startups like SadaPay (fintech) and Cheetay (last-mile logistics) have 

leveraged BMI to fill market gaps in financial inclusion and delivery infrastructure, respectively—

growing rapidly despite traditional operational challenges. 

Traditional vs. Innovative Business Models 

Aspect Traditional Business 

Model 

Innovative Business Model 

Revenue Stream One-time sales Subscription, freemium, pay-per-use 

Customer 

Relationship 

In-person, transactional Digital, continuous engagement 

Distribution 

Channel 

Physical stores Omnichannel, e-commerce, mobile 

apps 
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Value Creation Internal R&D and 

production 

Co-creation, open innovation, 

partnerships 

Cost Structure Fixed costs, asset-heavy Variable costs, platform-based, asset-

light 

2. The Link Between Business Model Innovation and Sustainability 

Environmental Sustainability in Business Models 

Business model innovation (BMI) increasingly integrates environmental considerations to 

minimize ecological impact while creating economic value. Startups are designing models that 

align profit with planetary responsibility through: 

• Circular Economy Models: These focus on reuse, recycling, and minimizing waste. For 

example, fashion startups using upcycled materials or refillable packaging solutions in 

personal care industries. 

• Eco-efficient Operations: Shifting from resource-intensive production to green 

manufacturing, energy-efficient logistics, or carbon-neutral delivery. 

• Green Product Design: Offering products that are biodegradable, energy-saving, or made with 

sustainable materials. 

In Pakistan, green startups such as Trashit (organic composting) and ModulusTech (energy-

efficient housing) demonstrate how environmental sustainability can be embedded into the very 

DNA of the business model. 

Social Sustainability and Corporate Responsibility 

Business model innovation also enables startups to fulfill social responsibilities and build 

inclusive communities, which is key to long-term legitimacy and brand trust. Examples include: 

• Inclusive Value Chains: Involving marginalized communities in sourcing, production, or 

distribution processes (e.g., women-led microenterprises). 

• Accessible Services: Startups addressing social needs in education (edtech), health 

(telemedicine), and finance (fintech) for underserved populations. 

• Ethical Governance: Transparent operations, fair labor practices, and stakeholder engagement 

built into the model from inception. 

A notable example is Sehat Kahani, a Pakistani telehealth startup that connects home-based 

female doctors with underserved communities, combining healthcare access with women's 

economic empowerment. 

Economic Sustainability and Long-term Growth 

A sustainable business model ensures the startup remains financially viable over time, capable of 

adapting to changing conditions and scaling without overreliance on external funding. Economic 

sustainability is achieved through: 

• Diversified Revenue Streams: Combining subscription models, freemium options, or data 

monetization to buffer against market volatility. 

• Customer Retention Strategies: Innovative models that prioritize user experience and loyalty, 

thus reducing churn and acquisition costs. 
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• Resilience to Shocks: Startups with lean and agile models can pivot quickly, adapt operations, 

or reconfigure offerings (e.g., COVID-era pivots from in-person to digital services). 

3. Key Drivers of Business Model Innovation in Startups 

Technological Advancements and Digital Transformation 

Technology plays a central role in enabling startups to redesign their business models. Advances 

in digital tools, cloud computing, big data analytics, artificial intelligence, blockchain, and IoT 

have significantly lowered entry barriers and opened new value creation avenues. These tools 

empower startups to: 

• Automate business operations and reduce costs 

• Create scalable, asset-light platforms (e.g., ride-hailing, e-commerce) 

• Personalize customer experiences through data-driven insights 

• Rapidly prototype and launch new offerings with minimal capital 

For example, Pakistani fintech startups like SadaPay and Finja have leveraged mobile apps and 

APIs to challenge traditional banking models, offering faster, paperless financial services to 

underbanked populations. 

Consumer Demands for Sustainable Products and Services 

Today’s consumers, especially younger demographics, are increasingly concerned about 

environmental and social impacts. They expect transparency, sustainability, and ethical business 

practices. This shift in values drives startups to innovate business models that: 

• Embed sustainability into the core value proposition 

• Offer eco-friendly or socially responsible alternatives to traditional products 

• Engage customers through mission-driven branding and cause-based marketing 

For instance, startups offering plant-based packaging or clean energy services are not only 

differentiating themselves but also tapping into a rapidly growing conscious consumer market. 

Regulatory Pressures and Market Trends 

Changing regulatory environments often serve as both a constraint and a catalyst for innovation. 

New compliance requirements or sustainability mandates can push startups to: 

• Adopt more transparent and traceable supply chains 

• Shift from physical to digital channels to meet regulatory guidelines 

• Innovate in financial structures to meet local taxation or labor laws 

In Pakistan, evolving data protection laws, digital tax regimes, and green policies are nudging 

startups to rethink how they handle consumer data, emissions, and employment practices—

encouraging them to embed compliance into their business architecture. 

Access to Capital and Financial Resources 

Access to early-stage funding, venture capital, and impact investment is a powerful driver of 

business model innovation. When financial support is available, startups are more willing to 

experiment with: 

• Subscription models and freemium services 
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• Inclusive pricing strategies to serve underrepresented customer segments 

• Scalable platforms that prioritize long-term growth over short-term revenue 

4. Challenges in Implementing Sustainable Business Models 

Resource Limitations and Financial Constraints 

Many startups operate with limited capital and human resources, which can make the transition to 

sustainable business models difficult. Sustainable materials, certifications, and eco-friendly 

technologies often carry higher upfront costs. Moreover, the ROI on sustainability investments 

may be long-term, discouraging early-stage startups focused on survival. 

• Example: Biodegradable packaging or renewable energy integration may be cost-prohibitive 

without subsidies or grants. 

Resistance to Change and Innovation Fatigue 

Within startups, particularly those undergoing rapid scaling, teams may experience innovation 

fatigue—a sense of overload from continuous experimentation. Resistance may also come from 

leadership hesitant to shift away from tried-and-tested models that focus solely on profitability. 

• Cultural inertia, lack of awareness, or fear of disruption can hinder sustainability-driven 

innovation. 

Regulatory Hurdles and Compliance Issues 

Startups navigating sustainability often face unclear or conflicting regulations. This is particularly 

true in Pakistan, where policy frameworks for green technologies, waste management, and carbon 

emissions remain underdeveloped. 

• Delays in environmental certifications, complex tax procedures for green imports, and limited 

clarity on compliance standards can deter innovation. 

Balancing Profitability with Sustainability Goals 

Startups must walk a fine line between maintaining economic viability and achieving 

environmental or social impact. The pressure to generate short-term revenue may conflict with 

sustainability efforts that require patient capital and long-term planning. 

• Achieving this balance demands strategic planning, cross-subsidization models, and careful 

prioritization of sustainability KPIs alongside financial metrics. 

5. Case Studies of Successful Sustainable Startups in Pakistan 

Examples of Pakistani Startups Integrating Sustainable Business Models 

1. Trashit (Lahore) 

o Model: Circular economy through organic waste composting. 

o Strategy: They convert organic waste into nutrient-rich compost and eco-friendly 

packaging, selling to urban gardeners and farmers. 

o Impact: Reduced urban waste and promoted household-level sustainability awareness. 

2. ModulusTech (Karachi) 

o Model: Affordable, energy-efficient housing solutions using prefabricated materials. 
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o Strategy: Leveraged sustainable architecture, low carbon footprints, and cost-effective 

modular construction for disaster-relief and housing crises. 

o Impact: Recognized globally for addressing climate resilience in housing. 

3. Sehat Kahani (Karachi) 

o Model: Telemedicine with a strong social sustainability focus. 

o Strategy: Connected home-based female doctors with patients in underserved areas via 

mobile apps, merging health access and gender empowerment. 

o Impact: Created jobs for women, increased healthcare access, especially in rural 

Pakistan. 

Strategies Employed for Innovation and Sustainability 

• Hybrid Value Models: Combining for-profit and impact-driven strategies. 

• Digital Transformation: Using low-cost digital tools to scale impact affordably. 

• Inclusive Operations: Engaging underserved populations in supply chains or services. 

• Partnerships: Leveraging alliances with NGOs, government, and academia for support. 

Lessons Learned and Best Practices 

• Start with Purpose: Aligning mission and model from the beginning ensures clarity and 

commitment. 

• Leverage Local Context: Localized solutions using indigenous knowledge often outperform 

imported concepts. 

• Adaptability is Key: Sustainable startups must remain agile to accommodate market shifts, 

regulatory updates, and funding constraints. 

• Measure Impact: Quantifying environmental and social outcomes strengthens investor and 

customer trust. 

Naveed Rafaqat Ahmad (2025a) provides an in-depth evaluation of Pakistan’s major State-Owned 

Enterprises (SOEs), highlighting how chronic losses, structural inefficiencies, and political 

interference have undermined public trust. His analysis covers eight key SOEs, including PIA, 

Pakistan Steel Mills, and Pakistan Railways, revealing that PIA and PSM alone consumed more 

than 92% of total subsidies between 2019 and 2024. Through theoretical mapping and cross-case 

comparison, Ahmad demonstrates how poor governance practices, operational failures, and rising 

subsidy burdens have weakened institutional credibility. He argues that reforms such as 

privatization, improved governance structures, PPP models, and citizen-centered accountability 

frameworks are urgently needed to restore transparency, efficiency, and public confidence in 

Pakistan’s public sector. 

Ahmad (2025b) shifts focus to the emerging domain of human–AI collaboration, analyzing how 

AI tools impact productivity, error patterns, and ethical risks in professional knowledge work. His 

mixed-methods research shows that AI assistance speeds up task completion by 32–39%, 

especially for novice users, but also increases errors in complex decision-making tasks by up to 

25%. Ahmad categorizes these AI-related errors into hallucinations, logical inconsistencies, 

fabricated citations, omissions, and biased assumptions, emphasizing the need for rigorous human 
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oversight. His findings highlight the importance of trust calibration, cognitive load management, 

and ethical awareness when integrating AI into workflows, offering practical guidelines to help 

organizations maintain accountability and quality while benefiting from AI-supported efficiency. 

 

Graph 1: Types of Sustainable Business Models Adopted by Startups (Pie Chart) 

This pie chart shows the distribution of different sustainable business models implemented 

by startups in Pakistan. 

Categories: 

o Circular Economy Models 

o Eco-friendly Product Models 

o Social Impact-driven Models 

o Green Technology Models 

 

Graph 2: Barriers to Business Model Innovation in Startups (Bar Chart) 

This bar chart depicts the main barriers to adopting business model innovation in startups in 

Pakistan. 

X-axis: Barriers to Innovation 

Y-axis: Percentage of Respondents Reporting the Barrier 

o Resource Constraints 

o Regulatory Challenges 

o Lack of Knowledge and Expertise 
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o Financial Barriers 

Summary: 

Business model innovation plays a critical role in the sustainability and growth of startups. By 

rethinking traditional models and integrating sustainability into their business strategies, startups 

can create long-term value for both themselves and society. However, in Pakistan, many startups 

face challenges such as limited access to capital, regulatory barriers, and the need for technical 

expertise to implement sustainable practices. Despite these challenges, the rising trend of digital 

transformation and growing consumer awareness of sustainability presents significant 

opportunities for startups to innovate. This study emphasizes the importance of aligning business 

models with environmental and social goals, and provides insights into the strategies that can help 

startups overcome obstacles and thrive in the long run. 

References: 

Ali, M., & Saleem, K. (2001). Business Model Innovation in Emerging Markets: A Case Study 

from Pakistan. International Journal of Business Strategy, 29(2), 145-159. 

Khan, Y., & Mehmood, Z. (2020). Sustainability and Business Models: Integrating Social and 

Environmental Goals in Startups. Journal of Environmental Sustainability, 34(1), 68-80. 

Qureshi, T., & Tariq, S. (2001). The Role of Technology in Business Model Innovation for 

Sustainable Startups. Journal of Digital Business, 18(4), 102-115. 

Raza, S., & Javed, M. (2002). Sustainable Entrepreneurship in Pakistan: A Strategic Approach. 

International Journal of Entrepreneurial Studies, 27(3), 143-158. 

Mehmood, Z., & Ahmed, B. (2011). Challenges in Implementing Sustainable Business Models in 

Startups. Business Sustainability Review, 9(2), 98-110. 

Fatima, A., & Khan, M. (2020). Business Model Innovation for Green Startups: A Case Study of 

Pakistani Firms. Journal of Sustainable Development, 24(3), 121-134. 

Ali, R., & Jamil, R. (2020). Leveraging Sustainability for Business Growth in Emerging 

Economies. Journal of Business Growth, 11(1), 76-89. 

Zafar, F., & Tanveer, M. (2012). The Role of Consumer Demand in Shaping Sustainable Business 

Models for Startups. International Journal of Marketing and Sustainability, 17(4), 123-135. 

Qureshi, N., & Ahmed, S. (2020). Financial Barriers to Innovation in Sustainable Startups. Journal 

of Innovation and Sustainability, 23(2), 45-59. 

Aslam, H., & Malik, S. (2016). Social Responsibility in Business Model Innovation: A 

Comparative Study. Journal of Corporate Social Responsibility, 30(3), 89-102. 

Mehmood, R., & Khurshid, M. (2020). Economic Sustainability Through Business Model 

Innovation. Journal of Business Economics, 25(1), 67-79. 

Hussain, S., & Rizvi, A. (2001). Circular Economy Models in Sustainable Startups. Journal of 

Green Entrepreneurship, 18(3), 50-64. 

Tariq, A., & Raza, M. (2008). Strategies for Scaling Sustainable Startups in Pakistan. Journal of 

Entrepreneurship and Scaling, 12(4), 201-214. 

Aftab, S., & Ali, J. (2020). Barriers to Business Model Innovation in Sustainable Startups: A Case 

from Pakistan. Journal of Emerging Business Models, 19(2), 134-148. 



 

 

18 

INTERNATIONAL JOURNAL OF MODERN RESEARCH IN MANAGEMENT 

Zaman, S., & Malik, F. (2020). Incorporating Environmental Sustainability in Business Model 

Innovation. International Journal of Environmental Management, 21(3), 175-188. 

Khan, R., & Jamil, S. (2011). Tech-driven Business Model Innovation in Green Startups. Journal 

of Technology Innovation, 28(1), 34-47. 

Ali, Z., & Imran, T. (2020). Financing Green Innovation in Pakistan’s Startup Ecosystem. Journal 

of Financial Innovations, 22(3), 98-110. 

Shahid, A., & Zafar, S. (2001). Measuring the Impact of Business Model Innovation on 

Sustainability Performance. International Journal of Sustainable Entrepreneurship, 16(2), 

121-135. 

Naeem, M., & Hameed, A. (2011). Integrating Circular Economy Models into Startup Strategies. 

Journal of Business Innovation, 20(4), 75-88. 

Nawaz, S., & Alam, M. (2002). Best Practices in Business Model Innovation for Sustainable 

Startups in Pakistan. Journal of Entrepreneurial Research, 29(1), 12-26. 

Ahmad, N. R. (2025a). Rebuilding public trust through state-owned enterprise reform: A 

transparency and accountability framework for Pakistan. Punjab Sahulat Bazaars Authority 

(PSBA). https://doi.org/10.24088/IJBEA-2025-103004 

Ahmad, N. R. (2025b). Human–AI collaboration in knowledge work: Productivity, errors, and 

ethical risk. https://doi.org/10.52152/6q2p9250 

https://doi.org/10.24088/IJBEA-2025-103004
https://doi.org/10.52152/6q2p9250

