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1. Introduction  

Of all the grand challenges facing humanity, none is more profound than climate change 

(Rockström et al., 2009, Wright and Nyberg, 2017). Understood as “specific critical barrier(s) that, if 

removed, would help solve an important societal problem with a high likelihood of global impact” (George 

et al., 2016), responses to climate change have shifted significantly towards renewable energy. As the 

transport sector is a significant contributor to air pollution (Kumar and Alok, 2020), creating fossil- and 

carbon-free transportation solutions is of major importance to address climate change, yet this remains a 

great challenge (Naor et al., 2018, Rask and Günzel-Jensen, 2020). 

In this context progress requires the joint efforts of private, public and social sector organizations 

(McDermott et al., 2018, Grodal and O’Mahony, 2017) who pursue a variety of goals. Through the UN 

Sustainable Development Goal 17 “Partnerships for the Goals” (United Nations, 2019) the member states 

of the United Nations have explicitly pointed out in the UN Sustainable Development Goals framework 

that partnerships across sectors are pivotal for work on the grand challenges, as they can overcome some 

of the constraints facing individual sectors in developing innovative solutions (Doh et al., 2019). A 

collaboration-consortium can involve environmental entrepreneurs driven by economic and ecological 

value-creation motives, scientists striving to make scientific progress, and government officials interested 

in the functioning of the state (George et al., 2016).  

In this regard, environmental entrepreneurs have risen to prominence as a group of unique actors 

capable of focusing on economic and ecological value-creation opportunities by addressing 

environmentally relevant market failures (Thompson et al., 2011). They have been theorized to be able to 

bring forward radical innovation in order to address grand environmental challenges (Apostolopoulos et 

al., 2018, Hockerts and Wüstenhagen, 2010, Rahdari et al., 2016) while addressing multiple stakeholders 

and providing collaborative potential across established sectoral and institutional boundaries. Indeed, 
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previous research has shown that environmental entrepreneurs need to create relationships with 

stakeholders, that is, individuals or groups that can directly or indirectly affect, or be affected by, a firm’s 

activities (Freeman, 1984) in order to create a favorable institutional context for their sustainable innovation 

(Woolthuis et al., 2013). The successful exploitation of entrepreneurial opportunities calls for 

environmental entrepreneurs to change the rules of the game and create the necessary institutional 

frameworks—and this requires the commitment of a wide range of stakeholders.  

In terms of innovative problem-solving, stakeholders embedded in the broader entrepreneurial 

context can critically influence the innovativeness of environmental ventures. Due to the distributed and 

collective nature of innovation, scholars have argued that participatory structures and multivocality allow 

meaningful interaction between multiple stakeholders (Etzion et al. 2017) which, in turn, can facilitate 

radical innovation. Combining innovative problem-solving with economic action often stimulates 

stakeholders to take action, thereby for instance provoking governments to create legislation that supports 

environmental innovations and facilitates their acceptance and replication in society. Therefore, gaining 

stakeholder commitment is understood as a powerful and important mean for environmental entrepreneurs 

to introduce successfully new solutions to grand environmental challenges (Dickel et al., 2018). However, 

Doh et al. (2019, p. 457) raise concerns that, in practice, “few cross-sectoral environmental partnerships 

have demonstrated a capacity for driving societal adaptation to grand environmental challenges.” In line 

with this, Grodal and O’Mahony (2017) question whether the variety of stakeholders needed to be 

mobilized by environmental entrepreneurs in their pursuit of grand challenges might be one of the reasons 

why many environmental entrepreneurial initiatives fall short of their initial objectives.  

This study seeks an in-depth understanding of the unwanted effects of collaboration efforts when 

pursuing innovative solutions for grand environmental challenges. The case presented focuses on electric 

vehicles (EVs), for the reason that they provide a promising step towards sustainable transportation (Kumar 

and Alok, 2020) and because previous research has shown that collaboration between the private and public 

sectors has a significant impact on EV adoption and, therefore, is of vital importance in developing novel 
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solutions in the EV sector (Li et al. (2016). More specifically, this study focuses on one of the first global 

infrastructure providers of electric mobility, Better Place. The firm’s management foresaw that its success 

depended on gaining acceptance by key players and creating partnerships with them: governments were 

necessary for providing incentives for both investors and consumers; investors were necessary for Better 

Place to prove that EVs were technologically and commercially viable; automotive companies were 

necessary to produce and market EVs which were compatible with the Better Place system; and highly 

qualified and well-connected employees were necessary to  shape the company and market. The success of 

Better Place thus depended on all parties buying into the future of the EV, as well as its own ability to forge 

effective alliances and partnerships. However, although Better Place succeeded in gaining commitment 

from stakeholders across sectors, it nevertheless failed. Valued at over USD 2.25 billion in a Series C 

investment round in 2011, the firm’s remains were sold for USD 450,000 in its liquidation process only 

two years later. This case offers a unique opportunity to develop a deeper understanding of the complexity 

of collaboration efforts and their inherent limitations when pursuing opportunities related to grand 

environmental challenges; and therefore this paper seeks to answer the following research question: How 

does gaining stakeholder commitment enable and inhibit the development of an entrepreneurial firm 

pursuing grand environmental challenges? 

The in-depth case study of Better Place found that creating successful stakeholder commitment has 

a paradoxical outcome. While partnership participation allows for resource mobilization and legitimacy 

creation as theorized in extant literature, two adverse effects of stakeholder commitment were revealed: (i) 

overconfidence in the firm’s market approach, which leads to flexibility-stakeholder commitment tensions, 

and (ii) identity lock-ins that lead to learning-stakeholder tensions. Accordingly, the study’s contribution 

to literature on entrepreneurship and grand challenges is threefold. First, the study details how successful 

partnership creation can create restrictions and problems for a new venture’s development and limit the 

creation of sustainable solutions to grand environmental challenges. Second, new forms of organizing for 

grand challenges are discussed, with an eye to resolving the tensions experienced by Better Place. Third, 
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the potential of paradox theory are outlined in order to enable scholars and environmental entrepreneurs to 

understand the tensions inherent in engaging with grand challenges. 

To present these insights in context, section 2 details the study’s research design and method, 

including the data collection analysis procedures. In section 3 the focal case study is introduced; and section 

4 considers how the research findings evolve around the paradox of stakeholder commitment on learning 

and flexibility to tackle grand environmental challenges. Section 5 discusses the study’s findings and 

positions them in relation to their theoretical background. Finally, section 6 suggests directions for further 

research which can advance the field of environmental entrepreneurship, as well as considering the 

implications of this study for entrepreneurs and policy makers. 

2. Methodology 

To address the research question, Better Place, one of the first EV infrastructure providers 

worldwide, was studied. Founded by Shai Agassi in 2007 in Palo Alto, California, Better Place is an 

extreme case (Patton, 2002) and, hence, well suited for this study for two main reasons. First, Shai 

Agassi’s experience, reputation, and strong network provided him with stakeholder commitment from 

prominent partners in the automotive, battery, and transportation sectors, as well as from politicians, 

which reduced uncertainty for his company and secured its access to resources. Second, despite gaining 

commitment from high-status partners, which is positively related to venture performance (Smolka et al., 

2018) and is understood as necessary to tackle grand environmental challenges (Rahdari et al., 2016), 

Better Place filed for liquidation after only six years. By using an inductive single-case study approach, 

this contribution follows Eisenhardt et al. (2016, p. 1116), who propose that inductive methods “are 

especially helpful in making progress on grand challenges”.  

2.1 Data collection 

This study draws on two main sources of data: archival data and interviews, summarized in Table 

1. The extensive archives cover both internal and external data. Internal sources include press releases, 
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white papers, internal reports, and presentations, as well as video presentations made at various times by 

the Better Place chief executive officer (CEO). External sources include newspaper articles identified 

through LexisNexis. In addition to reporting on Better Place’s progress, these newspaper articles include 

various interviews with the Better Place founder and long-term CEO Shai Agassi, further Better Place 

senior managers, and a number of key partners and supporters, such as Israel’s former Prime Minister 

Shimon Peres. General and scientific articles and analyst reports on the firm and the evolution of the EV 

market were also collected.  

Furthermore, nine semi-structured interviews were conducted with internal informants (e.g., 

Better Place Denmark CEO and other country representatives) and external informants (managers 

responsible for partnerships with Better Place, such as representatives from the Danish energy provider 

DONG Energy, and a Danish country representative from Renault). Interviews were conducted between 

2009 and 2013. The semi-structured interview questions were based on four overall categories, designed 

to understand (1) the company’s and interviewee’s background; (2) the company’s interest in the EV 

market, as well as its role and positioning; (3) its rationale for and structure of partnership agreements in 

the EV market; and (4) the company’s understanding of the EV market’s future outlook. The initial 

interview guide was adapted over time in keeping with new developments in the field, which the authors 

followed constantly. Accordingly, supplementary questions were added whenever suitable, for example 

on the company’s relationship with certain stakeholders and the implications of new developments in the 

EV market (e.g. new technological developments, new policy regulations, new market players). 

Whenever possible, two researchers were present at the interviews to minimize interviewer bias (Rowley, 

2012). The interviews, ranging between 35 minutes and two hours, were digitally recorded and 

subsequently transcribed verbatim to ensure reliability (Miles and Huberman, 1994). 

INSERT TABLE 1 ABOUT HERE 
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2.2 Data analysis 

The data were analyzed in two main steps. First, all data were perused and a detailed 

chronological description of Better Place was developed which identified all partners and key events. An 

event history database (Van Maanen et al., 2007) was constructed by chronologically ordering 

descriptions of ‘who did what, when’ over the course of creating partnerships and accessing resources for 

sustainable transport. On the one hand, this approach allowed data reduction and, on the other hand, 

resulted in an increase in the data’s reliability. The chronological organization of the data promoted an 

understanding of Better Place’s main development stages. The data were categorized into four phases: (1) 

birth of a sustainable transport system, (2) creating partnerships and accessing resources for sustainable 

transport, (3) new market innovation for sustainability, and (4) collapse (for an overview, see Figure 2 

and section 3). 

Second, the rigorous coding and analysis process followed established inductive procedures (Miles 

and Huberman, 1994, Gioia et al., 2013) and was supported by QSR NVivo 11 software. In three iterative 

cycles work was conducted recursively across the data, the emerging patterns, and existing theory. 

Specifically, to identify first-order codes, the first cycle used open coding, an initial systematic 

categorization of raw textual data to identify themes (Miles and Huberman, 1994). The raw data in the 

event history database was reviewed and assigned representative, descriptive theme names; and this 

resulted in 36 open codes. This coding procedure was followed by several iterative cycles: based on a 

number of open codes, the data was organized into larger tables, in which rows presented selected open 

codes, columns specified different stakeholders, and the cells covered corresponding segments of text from 

primary and secondary data. At this point an assessment followed of why, how and with which outcomes 

different internal and external stakeholders joined and supported Better Place’s development, and these 

data were clustered across Better Place’s four development phases. In this step, the data was recoded to 

give 19 first-order codes, which were used for further work. 
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In the second cycle, first-order categories were condensed into second-order themes, which allowed 

the identification of how different stakeholder relationships had influenced Better Place’s development. 

Using coding matrixes, comparisons across the four phases were undertaken to allow for the emergence of 

a detailed account of enabling and obstructing stakeholder relationships. Discussions between the authors 

revealed the paradoxical nature of the stakeholder commitment received by Better Place – while 

commitment enabled resource and legitimacy acquisition and, thus, enabled Better Place’s development, it 

simultaneously hindered Better Place’s ability to adapt to the complex and uncertain nature of grand 

environmental challenges.   

Following these discussions, in the final cycle distinct aggregate dimensions from second-order 

themes were distilled. In order to sharpen distinctions, (1) Van Maanen et al. (2007) recommendation was 

followed, that is, a return to the literature with the aim of gaining additional theoretical insight to understand 

the emerging dimensions and examine their fit; (2) graphs and tables were developed to visualize how 

different themes and categories could be related to one another; and (3) matrix tables were used to compare 

and distinguish second-order themes. Figure 1 provides the final data structure as a visual display of the 

analytical procedure described above (Gioia et al., 2013) by showing the categories, themes and aggregated 

dimensions from which findings were developed. 

INSERT FIGURE 1 ABOUT HERE 

3. Case narrative: Better Place from fame to failure 

This section presents an outline of the case based on key events (see Figure 2).   

INSERT FIGURE 2 ABOUT HERE 

3.1 Phase 1: Birth of a sustainable transport system 

In November 2006, Shai Agassi published a white paper entitled “Projecting the Future of 

Energy, Transportation, and Environment”, which quickly gained the attention of those interested in 

environmental issues and sustainable transportation. The solution he presented was not half-hearted. 
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Agassi did not want to add ‘range extenders’ or gas engines in EVs to take over when batteries died, 

because doing so would make EVs more expensive and not contribute to ending oil dependency. Rather, 

he saw the future in purely battery-driven electric cars. He presented his ideas to various groups, 

including a Middle East Policy Convention, where, among others, former U.S. President Bill Clinton and 

Israel’s President and former Prime Minister Shimon Peres were present. In his presentation, he described 

his aim to make EVs as versatile and convenient as gasoline-powered cars by implementing a new 

business model that should help overcome two prominent challenges: (1) expensive batteries, addressed 

through an innovative subscription-based business model, and (2) long charging times, addressed through 

the introduction of a battery swapping system. This business model was described as similar to that used 

by mobile phone operators, where operators deploy a network of cell towers to provide an area of mobile 

phone coverage, Better Place planned to create a network of charging spots and battery exchange stations 

to provide ubiquitous access to electricity for powering electric vehicles. Better Place further planned to 

create partnerships with automobile manufacturers so that consumers who subscribed to the network 

could also obtain subsidized vehicles at a lower price than fuel-based cars. Ownership was to be split: 

Better Place owned the battery (just as mobile operators own SIM-cards) and a consumer bought the 

vehicle (just as they bought mobile phones). 

Following the conference, Shimon Peres offered to support Agassi, for the prospect of ending 

Israel’s dependence on foreign oil was appealing. Peres told Agassi that it was important to transform his 

promising words into reality and offered to introduce him to potential partners.  

3.2 Phase 2: Creating partnerships and accessing resources for sustainable transport  

In the months that followed, Agassi repeatedly met with government officials, auto 

manufacturers and investors. Peres kept his promise and introduced Agassi to both Ehud Olmert, the 

then-Israeli Prime Minister, and Carlos Ghosn, the then-CEO of Renault Nissan. Agassi wished to use an 

entire country as a testing ground, and Israel emerged as the ideal host. Olmert promised to support the 

introduction of EVs with a four-year tax reduction for EVs. In addition, Ghosn was eager to leapfrog 
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Toyota’s dominance in hybrid vehicles by moving into pure-battery EVs. Ghosn and Agassi’s plans 

converged almost naturally, and they formed a tentative partnership. Better Place would allow Ghosn to 

capitalize on the investment in electric cars on a large scale, and thus Renault Nissan committed itself to 

supplying the vehicles needed for the launch in Israel and in other markets interested in signing up. With 

a test country, an auto manufacturer partner, and a rising reputation, Agassi and his project became 

attractive to venture capital investors, and Agassi raised USD 200 million. With this group of high-status 

partners and substantial resources, Agassi launched Project Better Place in October 2007. 

Better Place quickly managed to attract high-status corporate partners, such as the 

aforementioned Renault as well as Continental, Flextronics, Microsoft, Intel, and TÜV, for common 

technology development projects, European Union projects, and corporations. As Better Place executives 

perceived the firm’s role as being that of an international provider for EV battery-swapping 

infrastructure, they gained confidence in its leadership. The chief operating officer of Better Place 

Denmark explained: “We were invited into important consortia and projects in [the] EU. We are the go-to 

partner in the EV industry.” 

Agassi had set in motion a movement “to end oil” (Better Place white paper 2006), and his 

growing team supported these efforts by advocating global EV-friendly policies and signing letters of 

intent with various corporations, ministries and other public authorities. For example, Invest in Denmark 

established initial contact between Project Better Place and the Danish utility company DONG Energy, 

which decided to invest EUR103 million in Better Place. At the time, the firm was pursuing several 

alternative solutions, also by collaborating with Better Place competitors to solve the challenge of storing 

and using wind power.  

Better Place also considered the United States. Agassi’s perhaps most promising lead in the 

United States lay with General Motors (GM), which had recently embraced the idea of EVs. At a meeting 

in 2008 GM executives remained skeptical, in particular of Agassi’s projections for the uptake of EVs. A 

more immediate problem was posed by the fact that the Chevy Volt, which was nearing its production 
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date, would be incompatible with the Better Place battery-switching infrastructure; hence, in the near 

future close collaboration on a car compatible with the Better Place system remained out of the question. 

However, GM had a counterproposal: Would Better Place consider managing a network of charging 

stations for the Chevy Volt in order to kindle a relationship between the companies? Agassi dismissed the 

idea out of hand; he did not see a future for the Chevy Volt because, in his eyes, the Better Place system 

was far superior.  

This left Better Place with only Renault as an automotive partner. In 2009 Ghosn and Agassi 

finalized a deal in which Better Place formally committed to order 100,000 Renault vehicles between 

2011 and 2016 for sale in Israel and Denmark. To speed up the production of the battery-swapping 

stations and support other technological developments, Better Place raised a further round of funding 

worth USD 350 million.  

3.3 Phase 3: New market innovation for sustainability 

To engage better with its customers, Better Place opened a visitors’ center in Tel Aviv in 

February 2010. The site featured a mile-long track where customers could test-drive and test-charge a 

prototype car and a ‘solution theater’ with a giant wall-size screen and a hologram machine that projected 

a life-size Shai Agassi introducing his vision to spectators. The visitors’ center was a magnet for 

consumer attention: over 100,000 visitors went on tours—grade-school classes, tourists, and dozens of 

U.S. congress people, senators, and governors. Some 30,000 visitors sat down with a Better Place 

salesperson to pick a color and fill out a form stating their intent to purchase a car.  

However, the Better Place ‘reservations’ were not binding, and customers did not commit to 

them. In January 2012 the first few cars were delivered—mostly to employees in Israel. May was a peak 

month and saw the delivery of 110 cars. In June 2012 Better Place opened the first battery-switching 

station in Denmark and delivered its first 100 cars there.  
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In this period, Better Place also experienced its first internal struggles. Aliza Peleg, vice-

president of operations and Agassi’s long-term collaborator, was forced out when Agassi accused her of 

backstabbing.  

3.4 Phase 4: Collapse 

By this point in time the situation had become critical. The company was losing a large amount 

of money daily and, given the small sales numbers, earning almost nothing in return. Only 600 cars were 

on the street in Israel, and sales were also slow in Denmark. In October, the board asked Agassi to resign 

from his position as CEO. Agassi refused and was fired a few days later.  

The new CEO, Evan Thornley, was confronted with an unsustainable situation. Not only was 

demand lagging behind expectations, but he also discovered that company suppliers had inserted high 

minimum orders and cancellation penalties into their contracts. By the end of 2012, Better Place had 

declared an operating loss of USD 386 million. For the first time, Better Place was forced to consider a 

strategy change and to allow charging with a plug-in capacity so as to attract more car manufacturers.  

In Denmark, Better Place faced further problems. Tests conducted at the end of 2012 revealed 

that Better Place had not resolved range-anxiety problems. National media reported on the subject, and 

potential customers reacted by articulating their insecurity and demanding a response. Better Place chose 

to remain silent, ignoring both the press and customer requests. Beyond this, the Danish CEO of Better 

Place suggested that the Danish market required a different business model that would not rely on a 

kilometer-based subscription to attract customers, as he argued in an interview: 

“We discovered that it was actually not that simple for customers to understand a 

kilometer-based subscription. Furthermore, some people were not able to consume 

all their kilometers and it was not always easy to administer.” 

However, his understanding of the market was dismissed internally as out-of-date, and he was 

encouraged to step down. Despite continuous efforts to save money, focus efforts and restructure, Better 
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Place declared bankruptcy in May. In just a few years the company had raised USD 925 million in 

investment, yet by the time that court-ordered liquidation started they had succeeded in putting only 

around 1,400 electric cars on the road. After two failed post-bankruptcy acquisition attempts, the 

remaining assets were sold off for USD 450,000 to Grngy, a Better Place competitor  that was an Israeli 

start-up focusing on EV charging solutions. In late 2013 all battery-swapping stations were closed, and in 

early 2014 Renault stopped producing EVs which were compatible with the Better Place battery-

swapping system. Better Place, once described as the “source of an economic miracle for Israel” 

(newspaper article 2010), was now history.  

4. Findings: Learning from Better Place 

The Better Place case provides an intriguing opportunity to understand the unwanted implications 

of gaining stakeholder commitment. Better Place foresaw that, to be successful, it needed to gain 

commitment from key partners from the public, private and social sectors in order to create a sustainable 

transport solution. Better Place strongly emphasized the need to craft and disseminate its story. The CEO 

was a keynote speaker at various conference and fairs, and the Better Place team actively sought press 

coverage (Andersen and Rask, 2014). The efforts to craft and disseminate the story were successful; from 

the beginning, Better Place managed to attract, among others, high-status corporate partners who 

appreciated its vision, its existing network and agreements in Israel, and the strong background of its key 

employees, and especially its founder. 

Although attracting and joining forces with partners is an important source to gain legitimacy and 

access to resources, it triggered two main tensions. Figure 1 illustrates these main tensions and their 

relationship.  

INSERT FIGURE 1 ABOUT HERE 



 

13 

 

4.1 Flexibility-stakeholder commitment tensions 

The tremendous support and press coverage that Better Place received, together with its hiring of 

well-known executives, led to overconfidence, defined as the overestimation of one’s own abilities, 

performance, level of control, or chance of success (Moore and Healy, 2008). Previous research shows 

that overconfidence can lead to overestimating success (Zacharakis and Shepherd, 2001), and in the 

Better Place case it created inflexibility. Furthermore, Better Place formed formal commitments that 

constrained Better Place’s ability to adapt. 

4.1.1 Misunderstanding the type and extent of stakeholder commitment  

As stated in section 4, Better Place identified itself as ‘the partner of choice in the EV industry’. 

This overconfidence led Better Place executives to misunderstand how, why, and the extent to which its 

partners were committed. Various stakeholders partnered with and invested in not only Better Place but 

also alternative electric projects. For example, Renault developed a range of EVs, only one of which was 

compatible with the Better Place system. When asked in an interview with the authors why Renault did 

not adopt the swappable battery system more extensively, its country representative noted:  

“We want to make sure we develop different technologies and see what the market 

ends up selecting. In the case of Israel, the swap system was adopted because 

Israel has agreed to make the investment necessary to install the battery swapping 

stations. It’s a significant investment, and the Israelis are willing to make it.” 

Renault thus pursued a portfolio investment strategy to ensure access to any sustainable transport 

project selected by the market.  

Similarly, governments did not solely or entirely support Better Place. Better Place received state 

support in the form of tax breaks for EV customers, and both the COO of Better Place Denmark and the 

Head of Marketing in Israel emphasized that these tax breaks were an important support factor. However, 

neither of these governments switched its car fleets to Better Place vehicles or bought even a single EV 
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for its employees, despite the fact that the Danish and Israeli governments were strong advocates for 

addressing climate change. Better Place partners seemingly invested in it because they believed in the EV 

industry, but they wanted the market to decide on the most suitable sustainable transportation approach. 

By ignoring the type and extent of its partners’ commitment, Better Place focused only on how 

comprehensive this support appeared to be and, hence, overestimated its resource pool.  

4.1.2 Formal commitment.  

Because Better Place partners (e.g., Renault) had invested heavily in its very expensive battery-

swapping system, the firm was forced to maintain it. In 2009, just two years after Better Place was 

founded, it committed to a volume of 100,000 EVs in Israel and Denmark, and executives viewed the 

contract with Renault as a success. Yet the agreement locked Better Place into a particular offering for 

the EV market and, thus, limited its flexibility. Armed with the formal agreement, Better Place bet 

against battery-performance improvements and limited its participation in the physical platform to EV 

manufacturers and battery suppliers who complied with its battery-swapping station requirements. 

Furthermore, the contracts were structured with high cancellation penalties, which created more than 

USD 100 million in off-book liabilities (equating to more than one-tenth of all investment received by the 

firm), rendering them costly to change.  

4.2 Learning-stakeholder commitment tensions 

Creating and disseminating the Better Place story and gaining stakeholder commitment led to 

legitimacy and a larger pool of resources, thereby enabling Better Place to operationalize on a large scale; 

concomitantly, however, this produced identity commitments that constrained Better Place from 

incorporating negative feedback and, thus, its capacity to learn.  

4.2.1 Identity commitment 

Members of the company also prematurely committed to the venture’s identity. Berzonsky 
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(2003) defines ‘identity commitment’ as a stable personal commitment or self-certainty. Although 

identity commitments provided Better Place employees with a sense of purpose and direction and served 

as a frame of reference for monitoring, evaluating and regulating behavior and feedback, they also limited 

the company’s ability to adapt and change direction. For example, when the Danish Better Place CEO 

suggested that the Danish market needed a different business model, he was asked to step down for 

daring to question the fit of the Better Place model in Denmark. Numerous employees left the company 

because suggestions for change were unwelcome and organizational learning and adaptation seemed 

impossible. Furthermore, Agassi was unwilling to support the alternative market approach suggested by 

GM, although it supported his long-term mission, because he viewed his own approach as superior. 

Company leaders and many employees had committed to a visionary market approach that allowed 

neither for local experimentation nor multivocal inscription and, thus, hindered learning.  

4.2.2 Rejection of negative feedback 

Receiving feedback in the entrepreneurial process is critically important to developing the market 

offering and business model. Feedback from sources both internal and external to an entrepreneurial 

venture can support the collective negotiation of value, claims and actions and thereby crucially trigger 

sense-giving and sense-making processes (Domurath et al., 2019). In the context of this study, Better 

Place was found to have received much positive feedback from high-status players as well as increasingly 

receiving negative feedback, both from customers and employees. Executives and employees ignored 

such negative feedback, thereby failing to make necessary changes to their business model or market 

offering. Bohnsack et al. (2014) assert that Better Place never evolved in its value proposition or cost and 

revenue structures, which are the most critical aspects of the business model for consumers. It also did 

not investigate ways to diversify its revenue streams in response to slowing demand. Especially the 

categorization of internal negative feedback as ‘old-fashioned’ made it impossible for the organization to 

learn from feedback, and this led many highly skilled employees to leave the company.   



 

16 

 

Better Place received a great deal of positive feedback at the industry level, yet it failed to 

develop its sustainable transport solutions, and customers never signed up as expected. Demand 

dramatically lagged behind expectations, never exceeding several hundred units in Israel and Denmark. 

Despite this, Better Place devoted neither time nor resources to exploring why customers were not 

interested, arguing instead that this was a problem of market-entry timing, as becomes evident in a press 

release announcing its bankruptcy: “However, we must recognize that we did not hit the right timing.” 

Negative feedback signals that a new venture is not performing well and that the achievement of future 

organizational goals may be threatened; and this therefore triggers identity instability. Instead of adapting 

its identity, Better Place had committed itself to an organizational identity, which it chose to defend and, 

thereby, even reinforce.  

 

5. Discussion and Theoretical Positioning  

Climate change represents one of the biggest challenges that humanity faces today (Rockström et 

al., 2009). Over the past 20 years, environmental entrepreneurs have gained prominence and become 

important players in resolving environmental challenges by bringing forth novel solutions. Prior literature 

has pointed towards the importance of partnering and creating stakeholder commitment for resource 

acquisition, legitimacy creation, as well as to influence standards and legislation (for a summary see Gast 

et al., 2017). At the same time, recent studies have begun to illuminate some trade-offs inherent to 

working in large consortia (Grodal and O’Mahony (2017). The present contribution extends this research 

by proposing that, under certain conditions, collaboration success can inhibit the flexibility and ability of 

an environmental entrepreneur’s venture to learn, thereby impairing its ability to create sustainable, 

innovative solutions to grand environmental challenges. In a setting of grand challenges, where there is 

often potential for radical impact, creating stakeholder commitment can cause initial market offering 

solutions and business models to become particularly embedded, therefore limiting an environmental 

entrepreneurial firm’s ability to change and learn. In the following three sections, the relevance of this 
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study’s findings for the literature on environmental entrepreneurship are explored, alongside the question 

of how the observed tensions can be addressed in new forms of organizing for grand challenges. Finally, 

this contribution addresses how paradox theory offers a promising lens through which to study grand 

challenges in general. 

5.1 Tensions in environmental entrepreneur partnering  

Environmental entrepreneurs seek to solve ecological problems through business ventures. As a 

result, they embed within the boundaries of one organization multiple, inconsistent goals, norms and 

values generating contradictory interest from a diverse set of stakeholders (Thompson et al., 2011). 

Effectively understanding environmental entrepreneurial ventures depends on insights into the nature and 

management of these tensions. This study adds nuances to scholarly understanding by uncovering 

inherent tensions caused in collaboration practices and by introducing the paradox of partnership 

commitment. These tensions can inform the literature in two ways.  

First, we offer new insight into the nature of the challenge involved in engaging stakeholders 

across sectors and with multiple goals by showing that environmental entrepreneur’s partnering leads to 

tensions associated with Smith and Lewis’ (2011) performing, belonging and learning categories. While 

the flexibility-stakeholder commitment tension bears resemblance with performance tensions, which 

emerge from divergent outcome understandings, the learning-stakeholder commitment tension is similar 

to the tensions of learning and belonging, where the identity of an organization both enables and prevents 

the needed changes (Smith & Lewis, 2011).  By outlining how overconvidence and identy lock-ins 

resulting from stakeholder commitment can negatively influence learning and flexibility our research 

points to the important interplay of individual and organizational level factors for understanding and 

managing tensions in environmental entrepreneurial ventures. While current research acknowledges the 

importance of both (see for example Smith et al., 2013) the interplay between these two levels has not yet 

received attention in the paradox literature.    
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Second, the stakeholder paradox highlights the utility of considering the complexity of gaining 

partnership commitment and addresses a strategic trade-off to which environmental entrepreneurs must 

pay attention: How can partnerships be balanced with organizational flexibility and learning? In order to 

find such an equilibrium, this study suggests that creating partnership commitment may not be sufficient 

for environmental entrepreneurs, specifically because they must also consider the type of partner from 

whom they obtain a certain type of commitment as well as the timing thereof. In the setting of grand 

challenges, environmental entrepreneurs have the invaluable opportunity to partner with high-status 

players (Ozcan and Eisenhardt, 2009). The findings indicate that, on the one hand, in order to increase 

flexibility high-powered players who pursue a pre-conceived vision or strategy might only be engaged at 

a later point in time (temporal seperation; Smith & Lewis, 2011). On the other hand, one might argue that 

what counts is partners’ willingness to commit to the construction process itself, rather than their fit or 

alignment with a pre-conceived vision or strategy independent of the type of partner (similar to 

collaborative compromise strategy; Mitzinneck & Besharov, 2019). This means that stakeholder 

commitments should not be based on set goals but rather in a common process and overall vision 

(Sarasvathy and Dew, 2005). This may limit early identity commitments of environmental entrepreneurs 

and generate space for different types of feedback from both internal and external stakeholders.  

5.2 New forms of organizing for grand challenges 

Paradoxes offer an invitation to integrate novel organizational approaches to engage with grand 

challenges. Previous literature has pointed out that many initiatives tackling grand environmental 

challenges end in failure (Grodal and O’Mahony (2017). This present study on one of the biggest 

environmental entrepreneurial failures contributes to understandings of why environmental 

entrepreneurship-led initiatives can fall short of their potential to contribute to a more sustainable future. 

The findings of this case study call for rethinking how environmental entrepreneurs organize for grand 

environmental challenges.  
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Doh et al. (2019) propose collective environmental entrepreneurship (CEE) as cross-sectoral 

partnerships which use governance arrangements that reconcile individual actor’s divergent interests. 

CEEs resemble transformational partnerships that engage partners in joint problem-solving, decision-

making, learning and the creation of joint impact. By moving from stakeholder to system thinking, CEEs 

can discover, create and scale possible solutions to grand environmental challenges. It stands to reason 

that in such an organizational setting, environmental entrepreneurs can overcome the paradox of 

stakeholder commitment and its embedded tensions as all parties commit to the construction process. In 

such novel organizational settings, environmental entrepreneurs might become a legitimate force and 

assume an even more prominent role in tackling grand environmental challenges. 

This study adds to research on new forms of organizing by illuminating the importance of 

flexibility and learning as well as collective identity construction for CEE. It follows that CEEs could 

engage in a process called ‘structured flexibility’, originally proposed by Smith and Besharov (2019) to 

show how social ventures embrace and sustain hybridity. This process could be adapted in order for 

CEEs to sustain the interests of individual actors and allow for open, multivocal and interpretative 

structures (Etzion et al., 2017) which enable learning and flexibility and, over time, the formation of a 

collective identity that guides all CEEs’ actions.  

5.3 Paradox theory and grand challenges  

Given the multiple tensions that environmental entrepreneurs that engage with grand challenges 

encounter, paradox theory offers much promise for scholars, due to its potential to help understand a 

messy contemporary world characterized by limited resources, accelerating change, and the growing 

plurality (Smith & Lewis, 2011). In today’s more “dynamic and intricate environments, paradox becomes 

a critical theoretical lens to understand and lead contemporary organizations” (Smith and Lewis, 2011, p. 

398). The potential of paradox theory appears especially strong in the context of grand challenges, which 

are inherently complex, confront organizations with radical uncertainty, and are evaluative (Etzion et al., 

2017). Indeed, using paradox theory as a lens might aid environmental entrepreneurship scholars in 
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understanding the range of tensions experienced and provide a framework to learn how to respond in 

different, more complex and integrative ways. 

In a first step towards responding in more complex and integrative ways, this study proposes to 

overcome the potential divide between ‘us’ and ‘them’ that plurality in stakeholders might lead to and 

jeopardizes the success of environmental entrepreneurial activities. In our presented case, Better Place 

first rejected potential collaboration partners (e.g. GM) whom’s engagement would have allowed to 

tackle environmental grand challenges on a larger geographical scale as well as in a more diversified 

manner. Later Better Place positioned themselves also against internal stakeholders (e.g. the Danish CEO 

of Better Place). As a consequence Better Place lost access to important local knowledge and networks as 

well as support for their mission. This enacted divide between ‘us’ and ‘them’ disabled Better Place from 

sophisticating their business model and pursuing adjacent opportunities (Kesting and Günzel-Jensen, 

2015). We therefore propose, that environmental entrepreneurs need to engage in systemic thinking to 

balance the demands of stakeholders whilst remaining flexible and continue to learn to explore alternative 

pathways towards solving environmental grand challenges. In their study on social entrepreneurs, Siebold 

et al. (2019) suggest that the creation of mission spill-over effects fosters interdependencies between dual 

missions that build the basis for growth. Similarly, creating mission spill-over effects between 

stakeholders might be a crucial component to organize for grand challenges. These spill-over effects 

might intertwine stakeholder’s goals and activities and support their common learning as well as identity 

building processes.  

6. Conclusions and Implications  

New firms often collaborate with others to co-create their new market offering so as to tackle 

grand environmental challenges. In this process, new firms can become captive to partnership 

collaboration, such that partnering with investors and other partners can short-circuit their approach to 

learning and innovating. For Better Place, the ‘support’ of investors led to inattentiveness as well as 

contractual and identity lock-in, and hence customers were focused on too late (if, indeed, they ever truly 
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were). Lacking sufficient learning and flexibility, Better Place was unable to transform its solutions. 

Instead, without its customers and locked into commitments it had made, all that remained of Better Place 

was an entrepreneurial idea to tackle climate change. 

6.1 Implications for research 

The research presented here has several limitations—chiefly, that it relies on insights from a 

single-case study. Therefore, research confirming the paradox of partnership commitment with other case 

studies from other industries, as well as related quantitative research, is necessary. Additionally, 

investigating if this paradox applies only to established medium-sized companies or also to smaller 

sustainability-oriented entrepreneurial ventures is of interest as they are both important contributors to 

grand challenges and the UN Sustainable Development Goals. Beyond this, it would be worthwhile to 

determine whether other adverse effects result from successful cross-sector collaboration and how these 

might be mitigated. Furthermore, it is proposed that entrepreneurship and management research can 

contribute greatly to making progress on the UN Sustainable Development Goals by investigating how 

new forms of organizing can mitigate negative consequences, such as inattentiveness and identity lock-in. 

Here, analyzing the individual and organizational-level interlinkages in tensions seems to be a promising 

area for further research as this would allow for a more nuanced understanding of the sources of 

paradoxes.   

Finally, the findings also have implications for effectuation research (Sarasvathy and Dew, 

2005), where partnership commitment is central. Previous research has shed some light on partnership 

collaboration efforts in an effectuation transformation process, but these studies do not offer in-depth 

understanding of the intricacy of these processes. Future research on effectuation could use the setting of 

grand challenges to gain such insight, because, due to its pluralistic and complex nature, this might reveal 

boundary conditions of the effectuation logic.  
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6.2 Implications for practice 

Environmental entrepreneurs should be aware of the effects of their partnership collaboration 

efforts on their capacity to learn and adapt. The paradox outlined in this paper does not suggest that 

partnership collaboration is unnecessary or that it causes failure. However, entrepreneurs dealing with 

scarce resources must make strategic trade-offs to balance partnership collaboration pursuits with other 

efforts in order to create a successful new venture or engage in new forms of organizing in order to 

overcome the inherent tensions presented. Furthermore, entrepreneurs must acknowledge the 

consequences of commitment from certain types of partners. When tackling grand challenges, new 

ventures might partner with high-status, existing market actors (Ozcan and Eisenhardt, 2009), but doing 

so can create a situation of dependency that is not beneficial to the development of the new venture. 

Finally, policy makers should consider carefully whether and how to participate as partners in cross-

sector partnerships. As this study shows, policy makers are powerful and trustworthy actors that can 

provide crucial support; however, this support might become a source of an environmental entrepreneur’s 

inattentiveness and contractual and identity lock-in.  
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Table 1. Data sources  

Data type Sources Volume Use in the analysis 

Internal archival 

data  

Press releases, 

white papers, 

internal reports and 

presentations, video 

archives, social 

media, blogs  

90 documents, 

approximately 

644,940 words  

Understand the development of Better 

Place, from its founding to its 

insolvency, by analyzing data on (1) 

partnerships formed, (2) progression in 

market entry and expansion, (3) dates 

and facts in changes, and (4) funding. 

External 

archival data 

Newspaper articles, 

general and 

scientific articles 

587 

documents, 

approximately 

429,000 words 

Triangulate facts about partnerships, 

funding, market entries, and market 

perception; understand the recognition 

Better Place received by the press and 

other parties.  

In-depth, face-

to-face, semi-

structured 

interviews 

CEOs and country 

representatives, 

partners and 

investors 

9 recorded 

interviews, 

approximately 

57,600 words 

Understanding the choices made by 

Better Place and its partners; tracking 

the progress of Better Place. 
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Figure 1. Data structure  
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Figure 2. Timeline of key events in the Better Place case  
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Figure 3. The paradox of partnership commitment  

 

 


