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INTRODUCTION 
and GUIDANCE
This e-textbook was developed as part of the TRAIN-CE-FOOD project, which aims to 
acquire innovative specialised competencies for young people by empowering them to use 
entrepreneurship and co-operative skillsets and mindsets, enabling them to create eminently 
efficient	co-operative	solutions	and	business	models	in	the	field	of	circular	economy	and	
food supply chains.

It supplements the e-modules by providing further (background) information on individual 
topics and is intended to be an endorsement to secondary and university students in their 
learning processes.

What to expect? 
The structure of this e-textbook is in accordance with the structure of the e-modules. The 
e-modules are as follows:

 1. Circular economy and food supply chain
 2. (Social) Entrepreneurship and co-operatives in theory
 3. (Social) Entrepreneurship - co-operative start-up     
  implementation
 

Each	of	these	three	e-modules	consists	of	five	topics,	amounting	to	15	topics	within	the	
learning	program	and	covering	the	fields	of	a	circular	economy	along	the	food	supply	chain	
and social entrepreneurship. Some of the topics are intended exclusively for university 
students, while others are for secondary school students. The topics are marked accordingly. 
An overview of the topics and subtopics is displayed in the Table of Contents in this 
e-textbook.

Teaching methods in the e-modules

Versatile teaching methods should make learning even more interesting:

 e-Lectures: 
 online front-of-class teaching.
 e-Exercises: 
 exercises carried out online.
 Consultations:  
 possibility for students to discuss content and results with their teacher/  
 professor.
 Guided e-learning: 
 facilitated guidance by teachers/professors to the students to perform a particular  
 task online.
 Individual work/Group work: 
 work that is carried out either individually or in groups and will usually be discussed  
 in the consultation sessions.

We hope that you enjoy the e-modules and that this e-textbook assists you accordingly.
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3) Text summary:

The topic of a ‘Circular economy (CE) and business models: What is a circular business 
model?’ is an introductory chapter into the background of the circular economy and its main 
definitions,	highlighting	the	importance	of	new,	closed-looped	business	models	in	the	global	
economy		while	understanding	its	added	value	and	its	benefits.

1.1.1. The Rise of Circular Economy

The idea of a circular economy started to take shape within several researchers, 
businessmen	and	innovators.	However,	a	few	remarkable	academics	played	a	significant	role	
in circular economy development. The real boost in the promotion of the CE started with the 
promotion of the Ellen MacArthur Foundation, which presented the circular economy concept 
(2015). The organisation studied industrial ecology, biomimicry, and cradle to cradle, which 
created the undeniable foundation for the importance and necessity of the circular economy 
in the modern world (Steffen, 2015). 

1) Teaching plan 

A) Aim: competence to describe business models in a circular economy; competence to 
recognise forms of value created through entrepreneurship, such as social, cultural or 
economic value. 
B) Methods: e-lecture; guided e-learning; e-exercise; individual work; consultation.
C)	Required	resources:	computer	and	wi-fi	access.
D) Additional information: /

2) Table of Contents for 1.1:

1.1.1 The rise of the circular economy
1.1.2 What is the circular economy?
1.1.2.1 Defining	the	circular	economy

1.1.3 Basic elements of a circular economy
1.1.4 Schools of thought of a circular economy
1.1.5 Business models within a circular economy

e-MODULE 1: 
CIRCULAR ECONOMY AND FOOD SUPPLY CHAIN1

1.1. Circular Economy (CE) and Business Models: What Is a Circular 
Business Model? (University + Sec. School)
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From linear to circular economy  

When learning about the circular economy, understanding its opposite, the linear economy, 
is essential. While the circular economy aims to remanufacture or reuse products and 
materials, the linear economy practically represents the present state of the economy, which 
operates on a “take-make-dispose” model, making unbounded use of resources to produce 
products that are discarded directly after use. Products are made of raw materials, and their 
lifespan	extends	from	a	few	minutes	to	a	few	years	at	the	most,	afterwards	being	landfilled	or	
incinerated. This unsustainable practice is prevalent around the world and creates millions of 
tonnes of waste every year. The linear economic model relies on large amounts of cheap and 
available materials and energy. It assumes that natural resources are available, abundant, 
easy to obtain and cheap to dispose of. However, it is unsustainable as the world moves 
towards, and in some cases, exceeds planetary boundaries. 

There is tremendous evidence that proves the linear economy as inconsistent regarding the 
concepts of sustainable development. Today, resources such as fossil fuels, food and water 
are becoming increasingly scarce. Biodiversity is declining worldwide. However, nature’s 
ecological	services	seem	to	be	taken	for	granted.	The	financial	system	has	crashed	almost	
the entire global economy. 

In contrast to the linear economy, the circular economy pursues innovative methods, taking 
natural limits into consideration by increasing the index of renewable resources, thereby 
reducing the consumption of raw materials. In accordance with the concept of CE, products 
are	used	with	the	highest	efficiency,	and	waste	production	is	averted.	The	transition	from	a	
linear to a circular economy replaces a linear way of thinking with a new set of premises for 
a circular economy. The circular economy no longer regards waste as an invaluable material. 
Instead, waste becomes a resource for new processes. Metaphorically speaking, in CE, waste 
is transformed into ‘food’ for new processes.  

1.1.2. What Is Circular Economy?

Our economy revolves around the exaggerated usage of raw materials and is generating 
more and more waste. It mainly follows the linear model ‘take-make-use-dispose’, and it 
is not considered a sustainable model. The circular economy represents the concept of 
reducing the consumption of resources in society and its impact on the environment. In 
contrast to a linear economy, a circular economy ensures optimal usage of raw materials 
and resources. Rood and Hanemaaijer (2017) claim these materials and resources are 
continuously used in ways that produce the highest economic value with the least impact on 
the environment.
Typically, a circular economy is described as a biological and technical cycle of materials. 
The circular economy system diagram, also known as the ‘Butterfly Diagram’, depicts the 
product	and	material	flows	in	the	circular	economy	(see	figure	below).
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The biological cycle is a cycle of food and bio-based materials appropriate for returning to 
nature after being used in society. Trough biodegradation by composting or digestion, when 
obtaining biogas also nutrients are retained. To a certain extent, nutrients in ash residue 
can be recovered from the incineration of biological material. Through nature’s processes, 
nutrients contribute to the regeneration of renewable resources, which can become new 
materials, forming nutrients for new resources. It is impossible for materials to circulate 
within	this	cycle	only	by	containing	unwanted	substances	or	being	non-degradable.	Artificial	
materials cannot re-enter the environment. Materials such as metals, plastics and synthetic 
chemicals must continuously cycle to capture and recover their value (Kirchherr, 2017)
.
1.1.2.1 Defining Circular Economy 

According to the Ellen MacArthur Foundation (2015), the circular economy is a regenerative 
economy aiming towards retaining materials and products at their highest usability. 
Conversely,	Kirchherr	(2017)	defines	the	Circular	Economy	as	‘an	economic	system,	
replacing the end of life concept with reducing, alternatively reusing, recycling and recovering 
materials in production/distribution and consumption processes. It operates at the micro-
level (products, companies, consumers), meso-level (eco-industrial parks) and macro-level 
(city, region, nation and beyond), intending to accomplish sustainable development while 
simultaneously creating environmental quality, economic prosperity, and social equity 
to	the	benefit	of	current	and	future	generations.	It is enabled by novel business models 
and responsible consumers’. According to the European Commission, the transition 
to a circular economy is an opportunity to transform our economy and create new and 
sustainable competitive advantages for Europe (REF). The concept of the circular economy is 
approaching the environment with respect. Following the waste-free economy means taking 
care	of	our	future	economically,	socially,	financially	and	environmentally.		

Fig 1.1: Circular economy system diagram [source: Ellen MacArthur Foundation].
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1.1.3. Basic elements of Circular Economy

Beyond the current take-make-waste model of extractive industries, a circular economy 
aims to redefine growth and focus on positive benefits for society. It includes progressively 
decoupling	economic	activity	from	the	consumption	of	finite	resources	and	eliminating	waste	
in the system. Aimed at the transition to renewable energy sources, the circular economy 
model	builds	economic,	natural	and	social	capital.	Definitions	focused	on	system	change	
often emphasise three principles: (i) waste and pollution prevention; (ii) perseverance of 
products and materials in use; (iii) regeneration of natural systems. Additionally, some 
researchers argue social inclusion is a necessary component of the circular economy 
(Korhonen, 2018). According to the Ellen McArthur Foundation (2015), the circular economy 
is anchored in three basic principles: redesign of waste and pollution, reuse of products and 
materials and regeneration of natural systems. 

 Redesign of waste and pollution 
Waste management approaches in linear economic models focus on end-of-life scenarios. 
When a product exceeds its lifespan, it is replaced by a newer model, and the disposal of the 
resulting “waste” is in question. Instead of designing and producing produce with a limited 
lifespan, resources and materials used should be recovered and returned to the material 
cycle. In a circular economy, material cycles are closed along the lines of an ecosystem. 
The surplus can be reused for a new product, thereby eliminating the production of waste. 
Toxic substances are destroyed, residual flows are separated into a biological and a 
technical cycle. Producers retract their products after usage and revive their usefulness. The 
imperative of this system is that materials are recycled properly. Products, components and 
raw materials in these cycles maintain their high quality (Taylor, 2020). 

The	first	principle	of	the	circular	economy	is	understanding	waste	and	pollution	as	a	
result of product manufacture and design. New and innovative ways, excluding negative 
impacts, should be pursued. Approximately 80% of environmental impacts are formed at 
the design stage. Shifting this area to principles of circular economy can have an increased 
impact on the entire material cycle. Perceiving waste as a design flaw and utilising new 
materials	and	technologies	means	ensuring	waste	and	pollution	does	not	occur	in	the	first	
place. A prominent example of circular thinking is shifting towards reusable alternatives 
for disposable items, such as coffee cups, water bottles, plastic straws and cutlery. By 
developing easily transportable, reusable alternatives, we reduce dependence on single-use 
products,	contributing	significantly	to	waste	in	a	linear	economy	(Taylor,	2020).	
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 Preserving products and materials in use 

The second principle of the circular economy is based on a simple premise: we should stop 
wasting resources.	On	a	planet	of	finite	resources,	products	and	materials	must be kept in the 
economic cycle as long as possible. We can design products and components to be reused, 
repaired and recycled. However, extending a material’s lifespan is only part of the solution. 
Furthermore, using reusable resources with the possibility of their reintegration into the cycle 
prevents	the	overflow	of	landfills.	Materials	and	resources with shorter lifespans, such as 
food and packaging, can generate large amounts of waste without proper resource recovery 
processes (Taylor, 2020).  

Similar to raw materials and products, energy has the longest possible lifespan in a circular 
economy. Renewable energy sources power the circular economy system. Since energy is 
non-recyclable, it is not referred to as energy cycles but as ‘cascading energy flows’ (Ellen 
MacArthur Foundation, 2015), serving as an example is the co-production of heat and power. 

Regenerating the natural systems 
The last principle of a circular economy is perhaps the most transformative because it 
creates feedback loops that actively improve our natural environment. In a linear economy, 
environmental protection is based on lessening the damage. While this is an important 
guideline, the circular economy makes a logical step further by doing good for the 
environment.  

The circular economy encourages a demand for closed material loops, renewable energy 
and systems thinking. Each shareholder in the economy (company, human and organism) 
is connected to the other. Combined, they form a network where the actions of one 
shareholder influences others. Decisions must take into consideration the short and long-
term consequences and the impact on the entire value chain. Nature is not familiar with the 
concept of waste; everything is cyclical. All primary natural cycles, carbon, oxygen, nitrogen, 
water, etc., operate in closed loops with little to no loss of resources through their cycle. The 
circular economy aims to mimic these natural cycles and create an economic model which 
protects, supports, and actively improves our environment. 
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1.1.4. Schools of Thought of Circular Economy

 Cradle to Cradle  
Cradle to Cradle is a holistic approach that enables the transformation of the processes towards 
sustainability within organisations radically. The concept was developed in cooperation with German 
chemist and visionary Michael Braungart with American architect Bill McDonough. Cradle to Cradle 
design philosophy considers all materials involved in industrial and commercial processes as nutrients 
and divides them into two main categories: technical and biological. The Cradle-to-Cradle framework 
focuses on the effectiveness of the design in terms of products with positive impacts and a reduction of 
the	negative	impacts	of	commerce	through	efficiency.	A	Cradle-to-Cradle	design	takes	into	consideration	
the safe and productive processes of Nature’s “biological metabolism” as a model for developing an 
“engineering metabolism” of industrial materials. Product components can be designed for continuous 
recovery and reuse as biological and technical nutrients within this metabolism (McDonough, 2002). 

 Performance economy  
Walter Stahel, architect and industrial analyst, in his 1976 research report to the European Commission 
‘The Potential for Substituting Manpower for Energy’, outlined the vision of an economy in loops 
(or circular economy) and its implications for job creation, economic competitiveness, resource 
conservation and waste reduction. Stahel, credited with coining the term “cradle to cradle” in the late 
1970s, worked to develop a ‘closed loop’ approach to production processes and founded Product Life 
Institute in Geneva more than 25 years ago. 

It has four main objectives: Extending product life, long-life goods, remanufacturing activities and waste 
prevention. It also emphasises the importance of selling services rather than products, an idea known 
as the ‘functional service economy’, now commonly subsumed under the term ‘performance economy’. 
Stahel (2010) argues the circular economy should be viewed as a framework: as a general concept, the 
circular	economy	draws	on	several	more	specific	approaches	grouped	around	a	set	of	fundamental	
principles. 
Biomimicry 
Janine	Benyus,	author	of	Biomimicry:	Innovation	Inspired	by	Nature	(Graedel,	2003),	defines	her	approach	
as ‘a new discipline that studies Nature’s best ideas and mimics those designs and processes to solve 
human problems’. Studying a leaf to invent a better solar cell is one example. She sees it as ‘nature-
inspired innovation’. Biomimicry is based on three key principles: 

· Nature as a model: study Nature’s models and mimic forms, processes, systems and strategies  
 to solve human problems. 
· Nature as a benchmark: use an ecological standard to assess the sustainability of our   
 innovations. 
· Nature as a mentor: View and value nature based on what we can learn from it. 
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  Industrial ecology 
Industrial ecology has emerged in recent decades, studying combined environmental and industrial 
systems, providing us with a systems-based approach to the modelling, designing and management of 
industrial systems concerning the natural environment. 

Industrial ecology is the study of material and energy flows within industrial systems. Alternatively, at 
its most practical level, it can be understood as a set of tools	for	achieving	energy	efficiency	and	high	
environmental standards through the life cycle, assessment and material flow calculations, among other 
tools	commonly	used	in	the	field.	Industrial	Ecology	is	concerned	with	the	study	of	material	and	energy	
flows through industrial systems. Industrial Ecology and the Circular Economy share similar goals and 
principles. 

1.1.5. Business Models Within Circular Economy

The	traditional	definition	of	the	business	model	is	a	company’s core strategy for profitably operating 
business. Models generally include: information concerning products or services, the business plans to 
sell, target markets and anticipated expenses. The two levers of a business model are pricing and costs.

There are several essential business models of the circular economy. A business model may focus 
on extending the lifespan of a product, where the life cycle of a product can be extended through 
repair, upgrading and resale. Models include resource recovery: modularity and materials maximise 
the economic value of product returns. In CE, fully renewable, biodegradable, or recyclable resources 
should be supplied. Some business models in CE provide an alternative to the traditional ‘buy and own’ 
model and instead provide a service where the customer uses products via leasing or pay-for-use. 
Sharing Platforms business model promotes collaboration between product users, either individuals or 
organisations. 

 Product lifespan extension 
This business model aims to extend the life cycle of a product to remain economically advantageous. 
Remanufacturing, repairing, upgrading or remarketing preserves or even improves material otherwise 
discarded from the life cycle. By extending the product’s life as long as reasonable (not as long as 
possible),	it	prevents	the	companies	material	from	overflowing	the	landfills	and	create new revenue 
streams. 

 Resource Recovery 
Once a product’s useful life is terminated, the role of resource recovery is returning the materials or 
energy it contains to the production cycle, thereby closing the ‘loop’ of the product from procurement 
into use and back to procurement. Resource recovery creates products of value, using waste as input 
material. The main feature of resource recovery is  a reduction of the amount of waste generated and 
getting	the	maximum	additional	benefit	from	discarded	products.	Resource	recovery	minimises the 
requirement for new raw materials in the manufacturing process. 
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 Circular Supplies 
The circular supplies model is based on fully renewable, recyclable or biodegradable resource 
inputs, supporting circular production and consumption systems. Within the model, companies 
replace linear resource approaches and scarce short lifespan resources, simultaneously reducing 
waste	and	eliminating	inefficiencies.	This	model	is	compelling	for	companies	working	with	scarce	
resources	or	those	with	a	significant	environmental	footprint.	Inputs,	such	as	renewable	resources,	
aim to eliminate resource waste (including toxic and disposable materials) and are a stepping 
stone for all other models. In some of the more advanced examples, circular supply can go beyond 
zero-waste and be resource-additive (e.g., waste streams being processed into material streams) 
(Accenture, 2018). 

 Product as a service 
Product as a Service is a model representing an alternative to the traditional ‘buy and own’ model. 
One or more customers use products through a lease or pay-for-use arrangement. This business 
model turns the incentives for product longevity and upgradability upside down and shifts from 
volume to performance. In a product-as-a-service business model, product longevity, reusability 
and sharing are no longer viewed as cannibalisation risks but as revenue drivers and reduced 
costs. This model attracts companies with products of a high proportion of operating costs and 
represents a skills advantage over customers in managing product maintenance (representing an 
advantage in selling services and recovering residual value at the end of life). 

 Sharing platforms  
The sharing platform business model promotes a platform for collaboration between product 
users, either individuals or organisations. These facilitate the sharing of excess capacity or 
underutilisation, thereby increasing productivity and value creation for users. This model, which 
helps maximise utilisation,	could	benefit	companies	with	products	and	assets	of	low	utilisation	
or ownership rates. The classic example is cars. They remain unused 90% of the time. This 
significant resource can be leveraged by car-sharing platforms, an opportunity for new economic 
solutions. Today, however, it is promoted by companies specialising in increasing the utilisation 
rate	of	products	without	producing	them	themselves,	which	represents	a	significant	burden	for	
traditional manufacturers.
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1.2. Circular Economy Business Models in Food Supply Chain:
Development of Innovative Business Models of Circular Economy 
and Benefits of Innovative Business Models in Circular Economy 
(University + sec. school)

1) Teaching plan  
A) Aim: obtain a clear understanding of the circular economy business models and their 
integration into the food supply chain systems.   
B) Methods: e-lecture; group work; individual work; group work; consultation 
C)	Required	resources:	computer	and	wi-fi	access	
D) Additional information: / 
2) Table of Contents for 1.2: 

3) Text summary: 
In this chapter, circular economy business model examples are provided and the 
importance	of	business	models	in	this	field	is	specified.	The	adoption	of	circular	economy	
business models and tools in the food supply chain is paramount for overcoming the 
problems related not only to food waste but also to food loss. 

1.2.1. Key characteristics of circular economy business models in the 
food supply chain

1.2.2. Benefits	of	circular	economy	business	models	in	the	food	supply	
chain

1.2.3. How to create a circular economy business model in the food 
supply chain

1.2.4. How to adopt and use the business models in a circular economy
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1.2.1. Key Characteristics of Circular Economy Business Models in Food 
Supply Chain

Nowadays, a large number of organisations, businesses, companies, and other 
professional ventures face rapid changes in economy, technology, entrepreneurship and 
society	in	general.	This	global	change	demands	modifications	and	a	broader	transition	
to circular procedures and approaches. Circularity is the answer to many challenges and 
problems arising in many aspects of our personal and professional life. Current business 
models	are	insufficient	for	a	large	number	of	companies,	unsuitable	for	responding	to	their	
needs and today’s requirements. Innovative business models, considered and created 
for organisations to support their adjustment to circularity in their business operations, 
becoming and/or staying competitive and offering sustainable value to their customers.
New approaches and innovations in the value proposition, value creation processes, 
and value delivery processes of business models are the strategies required in the food 
industry.	Το	achieve	and	enhance	business	model	innovation	in	the	food	supply	chain,	the	
driving forces and the contributors leading the reconsideration and updating of business 
models regarding circular economy should be taken into consideration:

 Female entrepreneurs,

 Social movements,

 Urban conditions,

 New technologies,

 Environmental factors,

 Digitalisation,

 E-commerce models and the Internet of things,

 Consumption demand,

 Product quality.

Particular attention must be given to the main stakeholders in the food supply chain: 
farmers, processors, distributors, retailers and consumers. The characteristics of all food 
supply chain stakeholders and their needs must be taken into consideration for them 
to provide answers and suggestions related to the food supply chain business models 
and can indicate how innovative circular business models will contribute to businesses, 
regardless of the line of work, bridging the gap between food supply and food demand. 
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1.2.2. Benefits of Circular Economy Business Model in Food Supply 
Chain

The reduction of food loss and waste is one of the prompt outcomes of circular economy 
operations	and	a	target	of	sustainability.	It	is	greatly	beneficial	on	multiple	levels:	it	contributes	to	
lowering GHG emissions and the burdening of land and water resources; it enhances suppliers’ 
profits	and	consumers’	well-being	with	a	positive	environmental	impact;	the	productivity	of	
stakeholders increases along with their reputation as promoters of sustainability; and it creates 
new	value	by	forming	a	possibility	for	a	higher	number	of	job	positions	and	financial	pathways.

By-products treated as waste discarded directly after use are of major concern for the agriculture 
and food production industries. The disposal and lack of exploitation lead to a decrease in 
economic	value	instead	of	creating	profit.	Therefore,	implementing	a	circular	economy	in	the	food	
supply chain might prevent economic value loss by using wastes as resources. The principles of 
reusing	and	recycling	are	paramount,	representing	the	most	beneficial	procedures	in	this	sector.

In the agri-food sector, resource productivity is based on lowering the number of external 
inputs, completing nutrient loops, and avoiding negative environmental discharges. Examining 
the entire agri-food system, opportunities are provided at every level, from primary production 
engaging precision farming techniques, the retail-consumer nexus, to the bioeconomy’s use of 
agri-food wastes. Furthermore, there are differences between traditional entrepreneurship and 
social entrepreneurship. Despite these differences, business models as management tools are 
implemented	in	both	fields.

The core of a business model is the value proposition offered to customers and stakeholders, 
regardless of their format or content. It represents the basis for further elements of the business 
plan,	representing	the	initial	thing	to	be	defined	in	a	circular	economy	business	model	as	well.	
Defining	the	social	aspect	of	a	value	proposition	or	its	emphasis	on	circularity	is	the	starting	
point to a more specialised business model. Agriculture represents an important part of the EU 
economy by providing food and bioresources, crucial for the functioning of society. This industry, 
in particular, is at the heart of population growth, food security, climate change, and resource 
shortage concerns. Therefore, the emerging specialised business models should be forced to take 
into	consideration	and	reflect	on	this	field’s	needs	and	challenges.	A	separate	and/or	customised	
model for circular economy business operations should take place, momentarily not quite feasible 
on behalf of the ongoing transition to a more sustainable way of management.
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The	‘circular	economy’	will	benefit	from	recognising	the	importance	of	system	efficiency,	and	due	
diligence will necessitate a risk assessment of raw material and resource supplies rather than 
believing	the	‘use’	of	waste	means	a	more	sustainable	system.	A	‘circular	efficiency’	approach,	
where upstream inputs are minimised, and downstream residues are ‘circulated’ through 
technological methods to maximise the use of hard-won protein, nutrients and water, might verify 
as more applicable.

 Circular business models are characterised by a tendency to adopt a circular economy that is 
more	resource	efficient,	targets	the	promotion	and	sales	of	products	of	higher	quality,	and	prefers	
marketing access instead of ownership of products. Furthermore, circular business models are 
often based on already existing materials, products and tools or the ones used to avoid time, 
waste and effort on developing new ones from scratch. Bearing this in mind, circular business 
models aim towards strongly established collaborations and existing relationships between 
stakeholders with the intention to achieve higher trust and loyalty in the business.

An analysis of existing, suggested and emerging circular business models indicates some of their 
contributions	and	benefits	in	their	adoption	within	businesses:	

The businesses, adopting circular supply business models, manage in having ‘green’  
products delivered based on the inputs used, therefore, reaching consumers trying to 
eliminate their environmental footprint by using ‘green’ products at any cost. 

Resource	Recovery	models	ensure	higher	profit	for	businesses	through	the	production	
of secondary raw materials, representing a low cost process as a result of raw waste, 
being available free of charge or with minimum investment and valorisation as the main 
procedure of the underlying resource recovery.

The primary outcome of Product Life Extension models’ use is the reduction of new 
resources extraction on behalf of the materials embedded in product life extension 
models with longer life spans and which remain available within the economy for a longer 
period of time. The longevity of products can be augmented by enhancing their durability 
in the design stage, with reuse and repair activities to avoid discarded before complete 
exploitation, and within the process of remanufacturing with starting a ‘new life’ of 
products after service.

The so-called sharing models, sharing economy or sharing platform models include the 
common use of products or participation in activities by many stakeholders and not only 
the owner, through co-ownership and co-access.
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1.2.3. How To Create a Circular Economy Business Model in the Food Supply 
Chain

The circular economy is not just a trend. It has evolved to a whole new vision, encompassing and revolving 
around the treatment of resources, energy, value creation and entrepreneurship. It concerns the transition 
from non-renewable energy towards renewable, from using toxic chemicals to their elimination, from creating 
a high amount of waste to its decrease through the exceptional design of materials, products, systems and 
business models.

‘Six business actions are demanded in implementation of the principles of the circular economy and represent 
major	circular	business	opportunities	depicted	by	the	ReSOLVE	framework.	Regenerate	signifies	the	shift	to	
renewable energy and materials. It is related to returning recovered biological resources to the biosphere. 
Thus, it aims to reclaim, retain and regenerate the health of ecosystems. Share actions aim at maximizing 
utilization of products by sharing them among users. It may be realized through peer-to-peer sharing of 
private products or public sharing of a pool of products. Sharing means also reusing products as long as they 
are technically acceptable to use (e.g., second-hand), and prolonging their life through maintenance, repair, 
and	design-enhancing	durability.	Optimize	actions	are	focused	on	increasing	the	performance/efficiency	of	
a product and removing waste in the production process and in the supply chain. They may also be related 
to leveraging big data, automation, remote sensing, and steering. It is important that the optimization does 
not require changing the product or the technology. Loop actions aim at keeping components and materials 
in closed loops. The higher priority is given to inner loops. Virtualize actions assume to deliver particular 
utility virtually instead of materially. Exchange actions are focused on replacing old materials with advanced 
non-renewable materials and/or with applying new technologies (e.g., 3D printing). It may also be related to 
choosing new products and services.’

According to Mentink, the changes of business model components required for a more circular model to be 
developed are:

 •Value proposition – products should become fully reused or recycled, which requires reverse   
	 logistics	systems,	or	firms	should	turn	towards	a	product-service	system	(PSS)	and	sell	performance		
 related to serviced products.

 •Activities, processes, resources, and capabilities	–	products	have	to	be	made	in	specific	processes,		
	 with	recycled	materials	and	specific	resources,	which	may	require	not	only	specific	capabilities	but		
 also creating reverse logistics systems and maintaining relationships with other companies and   
 customers to assure closing of material loops.

 •Revenue models – selling product-based services charged according to their use.
 •Customers or customer interfaces – selling ‘circular’ products or services may require prior changes  
 of customer habits or, if this is not possible, even changes of customers.

As mentioned earlier, there are already plenty of business models that are used for several business ideas 
worldwide. These ‘traditional’ business models have been tested and evaluated through several business 
ventures, and they have been established as useful tools for entrepreneurship. Some examples of widely 
spread business models are: manufacturer model, distributor model, franchise model, retailer model, which 
are considered as more traditional, and the subscription model, bundling model, product to service model and 
freemium model, are all becoming increasingly popular.
All these models were not developed as circular and/or sustainable business models and are as such not in 
full accordance with the purpose of circularity and especially in the food supply chain. So far, no framework 
exists for the creation of a circular business model by businesses, companies, organisations. It is necessary 
to compile and obtain a comprehensive knowledge to design and implement circular business models on 
behalf of the limited transferability of the existing business models. New and innovative business models for a 
circular economy should combine the research conducted and personal experience. 
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1.2.4. How
 
To Adopt and Use the Business Models in Circular Economy

 According to the Board of Innovation, ‘A circular business model articulates the logic of how an organisation 
creates, delivers, and captures value to its broader range of stakeholders while minimising ecological and 
social costs’. While both linear business models and circular models entail the use of resources and 

the creation of products, the former includes the production of waste, while the latter follows the circular 
economy’s fundamental principles for their implementation. 

The development and implementation of circular economy business models include principles constituting 
branches of circular economy which is the big picture and guide business and organisations, following a 
sustainable way of operating:

 1. Source products and materials from the economy, not from ecological reserves

To enhance circular economy and sustainability, businesses ought to choose already existing materials, 
products and equipment, probably used in the economy, rather than using newly produced materials from 
new sources. Nowadays, a high number of suppliers providing companies and organisations with recycled 
materials or reused parts can be exploited in new business ventures.

 2.  Create value for customers by adding value to existing products and materials

Value is not created solely by new products or services. Businesses can deliver value to customers by adding 
financial	value	to	products	and/or	materials	already	in	the	market.	Upgrading,	upcycling,	repair,	sorting	and	
processing are some of the methods used for the transformation of existing products, resulting in an increase 
in their value.

 3. Create valuable inputs for businesses beyond your customer.

An	important	stakeholder	in	the	circular	economy	is	the	natural	environment.	Its	preservation	should	define	
many	of	the	procedures	defined	by	the	business	models.	Therefore,	the	value	of	the	materials	and	products	
developed must serve the environmental and societal impact, apart from direct clients, which can be achieved 
by not transforming them into waste.
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1.3. Creating Healthy Products by Means of Circular Economy (University)

1) Teaching plan 
a) Aim: explanation of functional health products as an important developing part of the food supply chain 
and their prospects in a circular economy
b) Methods: lecture; guided e-learning, group work
c) Required resources:	computer	or	smartphone	and	wi-fi	access.
   Jamboard app https://edu.google.com/intl/es-419/products/jamboard/
d) Additional information: the presentations include links to external resources to deepen  the knowledge.

2) Table of Contents:

3) Abstract: functional food is food or a food product composed of psychologically active components or 
enriched,	fortified	and	enhanced	to	provide	additional	health	benefits	of	the	same	food	product	in	normal	
form. Functional food is not related to food group: dairy products, beverages, cereals and animal products 
(meat	and	eggs).	This	type	of	food	requires	special	preparation,	certificates	and	is	governed	by	legislatives	
and quality control, providing an excellent basis to incorporate CE principles due to health and well-being.

1.3.1. Definition of Healthy Products

Over	the	last	10	years,	the	emphasis	on	food	quality	and	food	safety	increased	significantly.	The	emphasis	
on functional and healthy food gains a fair amount of attention and demand for eco and organic-based 
food. Interaction of genetic, nutritional, physical, economic and other infrastructure and ecosystem factors 
can affect human health in many ways. Alternately, those factors are influenced by the environment and its 
changes (Rea et al., 2010). 

1.3.1. Definition	of	healthy	products	
1.3.2. Types of healthy products and CE principles incorporated  
1.3.3. Production	of	functional	healthy	food	-	legislatives	and	certificates.
1.3.4. Example of innovative idea of healthy product and relation to CE

Fig 1.2: Functional food (Morrison, 2019)
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1.3.2. Types of Healthy Products and Circular Economy Principle Incorporated
 
1.3.2.1. Functional Food - Dairy Products
 
Functional dairy products are the most widespread sector of functional food market in the world, such as milk, 
cheeses and yoghurt in particular. 
The advantage of diary products is that these products are already labelled as healthy and natural, and are 
one of the four major groups in a so-called balanced diet. Calcium is one of the major minerals required 
for healthy bones, and loss of calcium is directly linked to osteoporosis. Calcium enriched functional dairy 
products are linked to positive bone health and products, enriched in this mineral are milk, probiotic yoghurts 
and fermented milk drinks. 
It is common knowledge that healthy gut flora plays an important role in overall health and immunity.

Constant exploration of forest and land is prevalently known as a cause of infertile land; by using a higher 
amount of mostly chemically manufactured fertilisers and by agrotechnical means, we are further depleting 
the soil of its fertility. 
Video url: https://www.facebook.com/poljoprivreda.info/videos/1302544770120678
The usage of pesticides and herbicides destroys the natural balance of Nature’s flora and fauna and causes 
the resistance of weeds and pests. Consequently, a higher amount of chemicals is constantly used, which are 
more aggressive, more chemically designed, and more toxic. 

Consequently, agriculture and food chain supply is authorised by several legislatives, analysis and norms, 
ensuring	the	final	product	is	‘healthy’	in	the	means	of	various	chemical	compounds.	Generally,	they	include	
herbicide/pesticide residues, chemicals like ethylene oxide, used as a biocide on sesame seeds in countries of 
production (Tanzania, India), which recently caused the withdrawal of products due to exceeding the permitted 
quantity according to regulation (ec) no 396/2005 (EU regulation, 2021). Heavy metals occur naturally or 
are	artificially	introduced	into	the	soil	as	a	consequence	of	farm	manure	where	cattle	has	been	fed	by	rich	in	
micronutrient nutrients food (Copper, Zinc). Consequently, diseases such as respiratory and cardiovascular 
disease, neurological and physiological disorders may occur, as well as an increased prevalence of many 
cancers (Rea et al. 2010). 
Functional food is a food or food product composed partially of psychologically active components or 
enriched,	fortified	and	enhanced	in	order	to	provide	additional	health	benefits	to	the	same	food	product	in	
normal	form.	Functional	food	provides	a	health	benefit	with	that	surplus	general	nutritional	benefit	(Shortt	et	
al. 2004).
Functional foods include cereals, fruits, vegetables, seeds and nuts, and poultry products like eggs, prebiotics, 
which	are	comprehended	as	health	benefit	food.	The	nutraceuticals	are	bioactive	ingredients	in	the	functional	
foods like phytochemicals polyphenols (anthocyanins, resveratrol, different flavonoids), carotenoids 
(β-carotene,	lutein,	lycopene,	astaxanthin),	phytosterols,	omega	3	fatty	acids,	etc.,	(Pallyath	et.al.,	2011).
In regard to the production and design of the functional food for consumers, the product’s taste or quality 
should not be compromised, and an important determinant in recurring purchase is the price of the product 
(Shortt et al., 2004).
Annual sales of functional food on EU market range from EUR 6–20 billion, and there are approximately 168 
companies producing functional products (Stein et.al. 2008).
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    Fig 1.3: Innovative and healthy dairy foods (Iriondo-DeHond et al. 2018)

Example of diary functional foods:
https://www.nutraingredients.com/Article/2021/01/07/Babybel-goes-functional-with-vitamins-and-
probiotics

1.3.2.2. Functional Food - Cereals 

Cereals are commonly used food choices in current consumer’s diet. They are present in various forms in 
almost every meal. Cereals, in general, are rich in carbohydrates (resistant starch, oligosaccharides), vitamins 
and	minerals,	carotenoids,	dietary	fibres	(inulin),	beta-glucan,	arabionoxylan.	Wheat,	buckwheat,	corn,	oat	and	
barley are most frequently used cereals.
Their use as functional food can be summarised as: 
	 a.Fermentable	substrates	for	growth	of	probiotic	microorganisms	(lactobacillus;	bifidobacterium).
Fermented cereals are widely known in Asian and Western cultures. The idea is a production of fermented 
cereal	doughs	with	inoculated	gut	microbial	flora	(Lactobacillus,	Bifidobacterium	etc.)	in	order	to	create	a	
functional fermented product. 

	 b.Dietary	fibre,	assisting	physiological	benefits.
Fibres	are	mainly	associated	with	a	healthy	gut	and	its	voluminous	properties.	Most	fibres	are	insoluble	and	
a large water absorbent, making bowel movements easier, reducing constipation, promoting weight loss, and 
common part of low-calorie diets.

	 c.Specific	indigestible	carbohydrates	as	prebiotics.
					Prebiotics	are	selectively	fermented	ingredients,	allowing	specific	changes,	both	in	the	composition	
and/or	activity	in	the	gastrointestinal	microflora	that	confers	benefits	upon	host	well-being	and	health	
(Charalampopoulos et all., 2002). Common cereal-based prebiotics are inulin, oligosaccharides and resistant 
starch, which all promote healthy growth of gut flora, as they are not digested in the human small intestine but  
fermented in the colon by the gut microflora.
 
Examples of business idea of fortified cereals:
http://muesligraci.com/en
http://www.frebaco.se/en/products/
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1.3.2.3. Functional Food - Beverage
 
Beverage is considered any liquid, either alcoholic or nonalcoholic, apart from water.
Nonalcoholic beverages as functional drinks include dairy beverages, sports and performance drinks, energy 
drinks,	ready-to-drink	teas,	smart”	drinks,	fortified	fruit	drinks,	plant	milks,	and	enhanced	water.
Our body needs water to function properly. By adding certain flavours, nutritional components like vitamins, 
minerals,	fibres,	sports	performance	active	compounds,	prebiotics	and	probiotics,	can	be	converted	into	
a functional beverage. The need for liquid intake and ingredients our body needs are, therefore, smartly 
combined.

Plant based beverages, popularly labeled as plant milks, are a trendy type of functional beverages. Plant 
milks are an excellent alternative to dairy milk and are appropriate for the lactose intolerant and those who 
suffer from cardiovascular problems, being cholesterol-free and for those with a developed allergy to milk 
proteins. Plant milks that are commonly used are soy, almond, coconut, hazelnut, oat and rice milks. They are 
an	excellent	source	of	naturally	occurring	nutrients	like	β-glucan	found	in	oats	and	phytoestrogens	in	soy	and	
can easily be enhanced by prebiotics and probiotics. 

Energy drinks are one of the most popular and widely consumed functional beverages. They are mostly used 
for an energy boost, endurance, and to develop alertness (Dini, 2019).  Active components in such drinks (Red 
bull, Monster etc.,) are primarily caffeine-based, with an average amount of 80mg per 250 mL can, while also 
containing taurine, sugar, vitamins of B group and plant extracts like guarana, ginseng, etc. The accomplice of 
drink type is high sugar intake, which is attributed to weight gain, especially among the adolescent population 
and the synthetic origin of nutrients.

Sports drinks are the most commonly used functional beverages besides energy drinks among the young 
and adult active population. The purpose of sports drinks is increased endurance during sport activity by 
preventing	dehydration	and	depletion	of	carbohydrates.	This	type	of	beverage	can	vary	significantly	in	its	
composition and quality, but most frequently, they are composed of magnesium, potassium, calcium, sodium 
for rehydration (balance of electrolytes), fast releasing carbohydrates like glucose for an energy boost and 
complex carbohydrates and amino acids to prevent fatigue and increase endurance (Dini, 2019) 

Fruit juices are a prevalent beverage used as a functional drink. Most fruit juices are enhanced with vitamins 
and minerals due to their loss during processing. Recently, the cold pressed and whole fruit juices, popularly 
named	‘smoothies’,	are	enriched	with	plant	fibres,	immune	boosting	components	and	probiotics.	Due	to	their	
natural composition, they are mostly limited to refrigerated conditions.

1.3.2.4. Functional Food - Poultry Products
Poultry products such as meat and eggs are recently used as one of the most easily digestible foods, 
categorised	as	functional	food.	Poultry	meat	has	been	modified	in	the	capacity	of	fatty	acids,	especially	those	
promoting	health,	longevity	and	are	beneficial	to	cardiovascular	health.	By	modifying	food	intake,	the	content	
can	be	enhanced	with	beneficial	nutrients.	
Eggs are one of the most widely used poultry products and can be enriched with omega-3 fatty acids, 
selenium,	vitamin	E	and	lutein	and	can	have	a	beneficial	defect	on	a	healthy	diet.	
 



REPORT

27

1.3.2.5. Functional Food - Plant Products 

Olives are among the oldest plants, cultivated and processed in various food products. Two of the most 
prevalent usages of olives are as fermented products and as oil, especially extra virgin olive oil. Table olives 
are among the most important fermented functional vegetable food produced in the world (Hamdi, 2008).
The most important nutritive value, making olives functional food, are linoleic acid along with monosaturated 
fatty acids and naturally occurring compounds as chlorophylls, carotenoids and polyphenols. 
Consummation of fermented olives, especially black olives, along with olive oil, improves the intake of 
beneficial	polyphenols	and	beta	carotene	significantly	(antioxidative	properties)	and	is	an	additional	source	
of	beneficial	probiotic	bacteria	such	as	Lactobacillus	rhamnosus,	Lactobacillus	paracasei,	Bifidobacterium	
Longum	and	Bifidobacterium	bifidum.
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1.3.3. Production of Functional Healthy Food - Legislatives and Certificates
 
1.3.3.1. Legislative 
The	first	specific	set	of	EU	legal	rules,	Regulation	EC1924/2006	on	nutrition	and	health	claims	in	food,	came	
into effect in 2006 (Moors, 2012).
Legislation for food supplements, dietetic foods and novel foods is applicable to functional foods depending 
on the nature of the product and its further use (Coppens et.al. 2006).

Food supplements
https://ec.europa.eu/food/safety/labelling_nutrition/supplements_en
 Health claims
https://ec.europa.eu/food/safety/labelling_nutrition/claims/health_claims_en

 Fig 1.4. Regulatory process of health claims (Åsheim, C. 2015)

 
Certificates
https://www.cbi.eu/market-information/natural-ingredients-health-products/buyer-requirements
International	Organisation	for	Standardisation	(ISO)	22000	food	safety	management	system	certification	and	
ISO	9001:2015	and	quality	management	systems	certification;
Food	Safety	System	Certification	(FSSC	22000)	based	on	ISO	22000	and	aimed	specifically	at	food	
manufacturers;
British Retail Consortium Global Standard for Food Safety (BRCGS) standards, which provide technical 
standards for food safety;
International Featured Standards (IFS), providing several standards concerning food safety.

Environmental sustainability
Fairtrade International standards – various economic, environmental and social criteria for producers and 
traders;
Ecocert Fair Trade – adequate and safe working conditions, fair pricing and the empowerment and 
independence of producers along with good environmental practices;
Fair	for	Life	standards	-	certification	programs	for	fair	trade,	responsible	supply	chains	and	Corporate	Social	
Responsibility.
Organic products
EU organic regulation (EU) 2018/848 from January 2021;
Certificate	of	Inspection	–	to	enhance	traceability	of	imported	organic	products	and	reduce	potential	fraud	
(https://webgate.ec.europa.eu/cfcas3/tracesnt-webhelp/Content/E_COI/Intro.htm).
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1.3.4. Example of the Innovative Idea of Healthy Product and Relation to Circular 
Economy 
 
Orange juice production waste use in the confectionery industry  
A group of researchers from the Food Engineering Department, Faculty of Animal Science and Food 
Engineering (USP/FZEA), Laboratory of Bread and Dough Process (LAPROPAMA), University of São Paulo, 
conducted study about the usage of the by-product of the process for orange juice production. The by-
product	of	orange	juice	(peel	and	pulp)	contains	high	content	of	fibre,	phenols	and	antioxidants	and	has	a	
substantial nutritional value. The researchers used a by-product for the production of orange flour, possibly 
applicable in use as a substitute for white wheat flour for the confection industry, e.g. for the preparation of 
orange cookies. It results in lessening the waste, excellent nutritional content of active ingredients, acceptable 
baking properties and well-accepted taste (Castro et al, 2020)
 
Valorisation of kiwi by-products for the recovery of bioctive compounds
Kiwi	is	a	fruit	native	to	China.	It	is	a	rich	source	of	Vitamin	C,	Vitamin	E,	fibre,	potassium	and	folic	acid	
(Chamorro et.al., 2020). Primarily, it is consumed raw, but it can be processed for preparation for different 
products like juices, jams, etc. Processing results in several by-products (pulp, skin, seeds) still rich with 
bioactive components. Direct agricultural waste (leaves, steams) are a rich source of polyphenols, and 
pruning leaves a residue, possible to use for energy (pellets). The image below graphically describes CE path 
of processing kiwi fruits, in many ways applicable to other fruits with similar biological properties.

 

Fig 1.5: Valorisation of kiwi products (Chamorro Rivo et al, 2020)

Additional read: 
https://www.freefromfoodexpo.com/downloads/innovations-in-functional-foods-fff-8-9-june-2017-
barcelona.pdf
https://www.foodnavigator-usa.com/Article/2018/04/30/Habit-personalized-nutrition-CEO-We-re-not-just-
biology-based-we-re-behavior-based 
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1.4. Fighting Food Waste Through the Circular Economy Business Models: Food 
Waste Prevention and Recycling and Reuse (University + sec. school)

1) Teaching plan 
a) Aim: Gaining an understanding of circular economy business models into food supply systems and ways to 
convert	food	waste	into	benefit.
b) Methods: lecture, guided e-learning, group work.
c) Required resources:	computer	or	smartphone	and	wi-fi	access.
    Jamboard app https://edu.google.com/intl/es-419/products/jamboard/
d) Additional information: The presentations include links to external resources to deepen the knowledge.

2) Table of Contents:

 3) Abstract: 
Unnecessary	food	waste	is	a	significant	global	problem	which	has	become	increasingly	important	in	public	
and political programs during recent years. Food is valuable, and its production requires various resources. 
Approximately 1/3 of food is discarded or lost unnecessarily, representing a lavishly high economic cost, with 
simultaneous consequences on the environment. 
The EU Court examined the EU’s role in combating food waste, the measures taken so far and the directives 
of various EU policy instruments for reducing unnecessary food waste. Waste and by-products in food 
production can be potentially reused through various production systems. Given the limitations within the 
industry, it gravitates towards the possibility of using by-products and essential food ingredients as an 
important source of compounds, capable of partially or completely replacing certain raw materials.

1.4.1 Introduction to waste
1.4.2 Waste recycling and reuse
1.4.3 CE and food waste management
1.4.4 Innovative business solutions through CE for waste reuse
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1.4.1. Introduction To Waste 
Unnecessary	food	waste	is	a	significant	global	problem,	increasingly	important	in	public	and	political	
programs during recent years. Food is valuable, and its production requires various resources. Approximately 
1/3 of all food is discarded or lost unnecessarily, representing a lavishly high economic cost, with 
simultaneous consequences on the environment. 
The EU Court examined the EU’s role in combating food waste, the measures taken so far and the directives 
of various EU policy instruments for reducing unnecessary food waste. The audit focused on prevention and 
donation measures, prioritising the combat against unnecessary food waste.
The	report	concluded	the	henceforth	measures	were	insufficient,	and	the	EU’s	strategy	to	combat	
unnecessary	food	waste	should	be	intensified	and	better	coordinated.	The	Commission	should	explore	ways	
in which existing policies can be used to improve the combat against unnecessary food waste and food loss.
A new report, revealing the shocking proportions of global food waste, was released by the United Nations 
Environment Program. The Food Waste Index for 2021 estimates we discard 931 million tonnes of food a 
year, with food waste averaging 74 kg per household. 569 million tonnes are categorised as household waste. 
Supermarkets	and	other	businesses	are	accountable	for	disposing	of	significant	amounts	of	food,	and	the	
total amount discarded is sums up to hundreds of millions of tonnes per year. The report estimates food 
services consume 244 million tonnes a year, while retail discards 118 million tonnes (Anonymus, 2021).

 

Fig 1.6: Estimated annual global food waste (million inhabitants)
Source: modified according to UNEP Food Waste Index data

According to the Food and Agriculture Organization (FAO), food waste is accountable for 8% of global man-
made greenhouse gas emissions (FAO, 2011). The FAO concludes almost 30% of all available agricultural land 
in the world, 1.4 billion hectares, is used for food produced but not consumed. The amount of water used in 
the production of uneaten food is 250 km3. The same amount flows annually through the Volga or is three 
times the amount of water in Lake Geneva. (FAO, 2013)
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1.4.2. Recycling and Reuse of Waste

Waste and by-products in food production are potentially reusable through various production systems. 
Given the limitations in the industry, there is a great tendency towards the possibility of using by-products 
and essential food ingredients as a possible important source of compounds, able to partially or completely 
replace certain raw materials.
The	goal	is	the	reduction	of	waste	amount	through	a	sufficiently	developed	production	strategy	and	defined	
principles of the reuse of the waste and by-products in the production of other food or non-food products. 
Therefore, the implementation and realisation of various initiatives at the industrial level lead to the maximum 
utilisation	of	waste	or	to	zero	waste	in	landfills.
The goal of food management is based primarily on genuine production in accordance with the needs and 
rational food management in reducing waste:

• surplus food should be sold or donated cheaper,
• process into animal,
• use as raw material for new products:

 energy,

 bioplastic,

 compost.

               Fig 1.7: Food recovery hierarchy (Zafar, 2021)
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1.4.3. Circular Economy and Food Waste Management

Food donation is one of the mechanisms contributing to the achievement of the objectives set out in Directive 
2008/98 / EC, as last amended by Directive (EU) 2018/851 of the European Parliament and of the Council of 30 
May 2018 amending Directive 2008/98 / EC on waste (OJ L 150, 14.6.2018). Using economic instruments and 
other measures, ensuring the application of precedential order of waste management is a necessity. Among 
the measures, the facilitation of the food donation process is of high importance. Food donation supports the 
combat against world poverty and hunger and is simultaneously an effective tool for redistribution of food 
surplus, representing donation as one of the most desirable options for the overall reduction of food waste.

Processing food residues into animal feed is a quality solution, which requires proper processing for the 
safety of both human and animal health. Currently, in the EU, about 3 Mt of by-products are recovered for 
animal feed, compared to an estimated 102 Mt of food waste produced, representing only 3% of utilisation. 
Meanwhile, the EU Waste Framework Directive aims towards zero biodegradable waste (including food waste) 
in	landfills	by	2025	(Dou	et.al.	2018).
Modern processing technologies can support shifting food waste into safe, nutritious and value-
added livestock products. The utilisation of food residues in animal nutrition is a sustainable solution, 
simultaneously addressing issues of waste management, food safety, resource conservation and climate 
change mitigation.

Conversion of food residues into energy
One of the commonly used approaches to utilisation of leftover food is the conversion into energy. Possible 
methods of conversion into different forms of energy are shown in the diagram.

 
Fig 1.8: Conversion of biomass and conversion of solid waste into energy routes (Chung., 2013)
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Bio-chemical conversion
Bio-chemical conversion processes include anaerobic digestion and fermentation. Similar to raw material, it is 
used for waste with a higher content of organic/biodegradable/substance as well as a high moisture content.

Anaerobic digestion decomposes organic waste in controlled conditions, without the presence of oxygen, 
resulting in biogas, usable for energy production. Anaerobic digestion forms a dry residue - the so-called 
digestate, used as a soil conditioning agent.
The reaction takes place in a closed reactor by heating and stirring in 3 stages:
• hydrolysis (decomposition of complex organic compounds into simpler ones),
• acidogenesis (production of CO2 and H2),
•	methanogenesis	(production	of	CO2	and	CH4),	producing	biogas	and	stabilised	digestate	as	final	products	of	
the process.

 
Fig 1.9: Components of a biogas plant (Hofmann, 2020)

Alcoholic fermentation
Alcoholic fermentation is the transformation of the organic part of the waste into ethanol through a series of 
biochemical reactions using special microorganisms. Bioethanol is an important biofuel due to the potential 
to replace gasoline. Alcoholic fermentation of food waste produces 92–96% of bioethanol.

 

   Fig. 1.10: Biofuel production from food waste (Karmee, 2016)

Biodiesel production
Biodiesel production from food residues requires lipid extraction. Firstly, food waste is mixed with water 
(usually 100 g of food waste in 1 litre of water) to obtain a suspension strongly mixed with non-polar organic 
solvents, namely n-hexanes diethyl ether.
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The resulting mixture is transferred to a separatory funnel. The organic layer was separated and evaporated 
under reduced pressure, producing a lipid without an organic solvent.
After hydrolysis, the resulting hydrolytic mixture is centrifuged in order to separate the crude lipid from the 
food hydrolyzate. The resulting crude lipid is heated to 100° C to create a lipid without water. Additionally, 
lipids can be extracted using soxhlet extraction.

Fig. 1.11: Biodiesel production from food waste (Karmee, 2016)  

Pyrolysis and gasification
Are considered the more advanced technologies of thermal treatment of waste, where fuel is produced from 
fuel, an energy carrier with a possibility to use as fuel in steam generators or gas engines and recently in gas 
turbines and as a raw material for chemicals and liquid fuels.

Gasification
Can be thermal (with partial combustion) or plasma. A process of partial thermal degradation of a substance 
in	the	presence	of	oxygen	with	an	insufficient	amount	of	oxygen	to	completely	oxidize	the	fuel.	The	general	
characteristics	of	waste	gasification	are	the	following:
 - a gas such as air, oxygen or water vapour is used as a source of oxygen and/or serves as a carrier gas in the 
removal of the reaction products from the reaction site;
-	the	process	occurs	at	average	temperatures,	usually	above	750°	C	(with	plasma	gasification>	1,600°	C);
- the products are synthetic gas (the main fuels are methane, hydrogen, and carbon monoxide) and a solid 
residue (consisting of non-combustible material and a small amount of carbon).
 
Pyrolysis (degassing)
Pyrolysis is a thermal degradation of a substance without the presence of oxygen. The general characteristics 
of pyrolysis of waste materials are as follows:
- no oxygen is present (or very little), except for the oxygen present in the fuel;
- temperatures in the process are relatively low, 300–800° C;
- the products are synthetic gas (the main fuels are carbon monoxide, hydrogen, methane and higher 
hydrocarbons,	including	tar,	paraffin	and	oils)	and	a	solid	residue	(consisting	of	non-combustible	material	and	
a	significant	amount	of	carbon);
- the general absence of oxidation, combined with the lack of additional dilution gas, meaning the net heating 
power	of	the	synthetic	gas	obtained	by	pyrolysis	will	exceed	one	of	the	gasification	processes.	The	typical	net	
heating power of pyrolysis gas is 10-20 MJ / m3;
- the overall process generally converts less chemical energy of the fuel into heat energy, compared to 
gasification.

Bioplastics
The production of bioplastics, such as polyhydroxyalkanoate (PHA), represents an ideal strategy for food 
waste	disposal.	One	of	the	reasons	is	food	waste,	dumped	in	landfills	and	giving	unwanted	results,	such	
as greenhouse gas emissions and groundwater pollution. The production of bioplastics from food waste 
is a renewable, sustainable process, where materials are synthesised from carbon-neutral sources. Some 
bioplastics are biodegradable and composted in industrial conditions. Bioplastic composted degrades by 
90%	in	a	few	months	or	can	be	industrially	composted.	Such	bioplastics	should	meet	the	specifications	and	
evaluation criteria of international standards (e.g. EN 13432, EN 14995 and ASTM D6400) for biodegradable 
plastics/products, such as assembly (Tsang et.al. 2019).
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     Fig. 1.12: Scheme of polyhydroxyalkanoate (PHA) biosynthesis process (Tsang et.al., 2019)

Composting
Biowaste is kitchen waste (food preparation residues) and garden or green waste. It adds up to almost 1/3 of 
household waste and is a valuable raw material in the process of production of quality biocompost. Biowaste 
is preferably biologically processed where it originates. This process is called composting, representing the 
aerobic	decomposition	of	biowaste	to	produce	carbon	dioxide,	water,	heat	and	compost	as	the	final	product	
(in a time span of a few months). Compost feeds plants, ensures soil aeration, retains water and encourages 
the growth of root crops; thereby, composting should be applied wherever possible (orchards, vegetable 
gardens, nurseries, parks, green areas, agricultural, livestock and forestry, food industry, catering, markets, 
cemeteries, schools, kindergartens, housing and other facilities). To our extreme content, we can use compost 
to increase the quality of our own garden, flower garden or lawn.
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1.4.4. Innovative Business Solutions Through Circular Economy for Reuse of 
Waste

Waste from the food industry is not waste in the proper sense of the word, but a raw material with a possibility 
of being included in other processes, thus following the basic principles of the circular economy: regeneration 
and circulation. Organic components of waste of plant origin are appealing for continuous use on behalf of 
their consistency of large amounts of highly valuable molecules.
One of the innovative business solutions through a circular economy is certainly the production of 
bioplastics. An interesting example is the production of coffee cups by Kaffeeform company, made of coffee 
juice. Kaffeeform promotes the principle of a circular economy. Increasing coffee consumption around the 
world produces an increasing amount of coffee grounds, which mostly ends up in the trash. This is where 
Kaffeeform comes in: it uses otherwise discarded resources as raw material. The result is an extremely 
durable	innovative	material,	which	finds	its	perfect	second	life	as	a	coffee	cup.	The	coffee	cycle	is	over.

Fig. 1.13: Coffee cups made from coffee juice (Anonymous, 2021)

Another example is the company MIREN from South Korea, which processes food waste and produces organic 
fertilisers and biogas. The food residue is crushed to a size of 5 mm, and the liquid component is separated 
by pressing. The liquid component contains 7% dry matter and is used for biogas production. The solid part of 
the kitchen waste is dehydrated after pressing and used as an organic fertiliser.

 
Fig.1.14: Processing of food waste into biogas and organic fertiliser
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1.5. Best Practices Examples in Circular Economy Business Models in the Food 
Supply Chain (University + sec. school)

1) Teaching plan
A) Aim: to inspire students by good practice examples, with the intent of supporting their creative thinking 
process for the development of circular economy business models in the food supply chain 
B) Methods: e-lecture; individual work/group work; consultation
C) Required resources: computer and internet access
D) Additional information: /

2) Table of Contents for 1.5:

3) Text summary:
The good practice examples from different European countries give an insight into various circular economy 
business ideas and models along the food supply chain. Starting with a company in Austria that processes 
surplus food, to a company from the UK, which developed a very successful app to avoid food waste. The third 
example is a company from Belgium, producing mushrooms on coffee grounds and more.

The food supply chain represents many opportunities for developing circular economy business models: food 
production – collection and storage – processing and packaging – distribution - markets and purchasing – 
preparation	and	consumption	–	and	finally,	resource	and	waste	recovery.

The	following	examples	demonstrate	how	a	good	idea	is	a	starting	point	–	but	definitely	not	the	end	of	a	suc-
cessful business model. Permanent creative development leads these companies into success and contrib-
utes to a sustainable future. 

1.5.1 Good Practice Example #1: UNVERSCHWENDET, Austria
1.5.2 Good Practice Example #2: OLIO, United Kingdom
1.5.3 Good Practice Example #3: Permafunghi, Belgium
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1.5.1. Good Practice Example #1: UNVERSCHWENDET, Austria

What is it all about?
‘Unverschwendet (which means Unwasted) offers a culinary and creative solution surplus crops utilisation. 
The	first	step	is	preserving	surplus	fruits	through	traditional	crafts	such	as	preparing	jams,	marmalades,	
chutneys, syrups, pickling and cooking and thus preventing the increase in waste. Ultimately, we want to 
offer various solutions – like in-house production, outsourced activities, regional branch establishment 
and	transfer	of	resources	and	licences	–	to	utilise	all	kinds	of	surpluses.	As	one	of	the	very	first	companies,	
Unverschwendet emphasises the great potential of unutilised resources in the area of food and enables 
people to a culinary and enjoyable access to food waste prevention and a sustainable lifestyle.’

What is special about their work and their business model?
They do not only cooperate with food suppliers and shops where their products are sold but with science 
likewise. This is how the cooperation is established: 
The aim is a development of a Smart Surplus Management System to record surplus fruit and vegetables in 
agriculture, making them commercially available for the food industry, gastronomy and (wholesale) trade to 
avoid	significantly	more	food	waste.	With	such	a	Smart	Surplus	Management	System,	all	surpluses	available	
on	the	market	are	displayed	clearly,	categorised,	with	data	and	product	specifications,	and	potential	buyers	
are suggested accordingly. 

In cooperation with the University of Natural Resources and Applied Life Sciences (Vienna), relevant factors 
for	surpluses	(precipitation,	market	prices,	standards,	etc.)	are	identified	and	automated,	an	estimation	model	
for future surpluses is developed based on collected data. The resulting surpluses are brokered and/or sold 
via different distribution channels as fresh produce or storable intermediate products (mush, juice, etc.). In 
such	a	manner,	surpluses	by	agriculture	can	be	commercially	available	on	the	market	for	the	first	time.

What is the impact of their activities in short?
The direct impact of their activities is around 100.000 kg of food currently saved per year. Since the amount 
of food offered to Unverschwendet exceeds their processing power, cooperation with welfare institutions is as 
important as cooperation with science to gain a good prediction model for surplus food.
If Unverschwendet succeeds in its aim of being able to systematically offer surplus food to the food industry, 
to gastronomy and to (wholesale) trade, the impact will increase.
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What is the impact of their activities in short?
OLIO’s impact in numbers (as of October 2021)

+ 4,880,558  App-users
+ 31,437,242  Portions of food shared
+ 75,891   OLIO volunteer Ambassadors and Food Waste Heroes
+ 1,643   Radio, TV and press presentations
+ 59 countries  Use the app
These numbers make OLIO a carbon negative company, meaning they avoid more greenhouse gas emissions 
than they produce.

1.5.2. Good Practice Example #2: OLIO, United Kingdom

What is it all about?
‘OLIO connects neighbours and local businesses by sharing, not discarding the surplus food. The practice 
involves the food nearing its sell-by date in local stores, spare home-grown vegetables, bread from the local 
baker, or the groceries in your fridge when you leave for a vacation. For your convenience, OLIO can be used 
simultaneously for non-food household items too.’
art of the huge success of the app is the simplicity in handling: To make an item available, simply open the 
app, add a photo, description and the time and location of the pick-up.
To access items, browse the listings available near you, request whatever takes your fancy and arrange a 
pick-up via private messaging.
For	this	idea	and	its	professional	implementation,	OLIO	received	numerous	awards	in	different	fields.	

What is special about their work and their business model?
Food sharing is an idea supported by many people from an idealistic point of view. OLIO uses it intelligently 
and offers a variety of possibilities to engage people to voluntarily take action. These volunteer roles are:

+ Community Hero: spreads the word for OLIO in the neighbourhood,
+ Food Waste Hero: picks up unsold surplus food from businesses, brings it home, lists it on the OLIO  
 app and redistributes the food to neighbours,
+ Squad Starter: connects businesses with Food Waste Heroes,
+ Digital Ambassador: spreads the ‘share more, waste less’ mission online,
+ Squad Captain: leads a team of Food Waste Heroes,
+ Home Hero: collects the neighbours’ spare stuff and redistributes it on OLIO.
This structure ensures not only the continuous increase of app users but also functioning food sharing on a 
local basis and serves as an important and meaningful part of the business model of the company.
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1.5.3. Good Practice Example #3: Permafunghi, Belgium

What is it all about?
‘Permafungi is a social co-operative, settled in Brussels, which recycles urban waste: coffee grounds. The 
idea behind this project was based on two observations – an abundance of urban waste and quite a high 
unemployment rate among young people. Several pieces of research were launched in 2013 to recycle coffee 
grounds in order to grow oyster mushrooms while providing a sustainable and stable job to young people in 
Brussels.
Coffee grounds are gathered by bike, producing one ton of fresh oyster mushrooms and ten tons of organic 
fertiliser by recycling 5 tonnes of coffee grounds. All of it following standards of circular economy’.

What is special about their work and their business model?
Permanent development is an integral part of this urban agriculture company. With creativity, they can look 
back to the following milestones:

+ First Tests (March 2013)
+ Change to a bigger production location (March 2014)
+ First growing kits on sale (September 2014)
+ Second mushroom farm in place (December 2015)
+ Expansion of workshops (September 2016)
+ Launch of chicory project (sort of vegetable) (November 2016, stopped in March 2019)
+ Launch of the  project LumiFungi: mushroom based biodegradable material that can be used   
 for making products like lights, flowerpots, decorative objects, packaging, building bricks or acoustic  
 panels (November 2016)
+ New Partner to increase mushroom production (July 2017)
+ Booming production: 1 tonne of oyster mushroom per month (January 2018)

In terms of the business model, the supply chain is remarkable. Collecting coffee grounds by bike in such high 
quantities means a large network of suppliers. The focus on unemployed young people as employees is of 
great importance in the business model.

What is the impact of their activities in short?

+ 16,062 km travelled by bike
+ 61 tonnes of recycled coffee grounds
+ 14 tonnes of oyster mushrooms produced
+ 12 jobs created
For this business idea and its professional implementation and development, Permafunghi received numerous 
awards	in	different	fields.
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1) Teaching plan 
A) Aim: to demonstrate social entrepreneurship as a new type of business model and how to apply some 
ethics and principles for the development of social enterprises and co-operatives.
B) Methods: lectures in pdf; individual work; guided e-learning (work in groups); consultation.
C) Required resources:	computer	or	smartphone	and	wi-fi	access.	Padlet	app	https://es.padlet.com/	or	
Jamboard app https://edu.google.com/intl/es-419/products/jamboard/.
D) Additional information: the presentations include links to external resources to deepen the 
knowledge.

3) Text summary: The	first	chapter	focuses	on	the	definition	of	entrepreneur	and	his/her	characteristics,	
the	definition	of	social	entrepreneurship,	the	opportunities	and	skills	and	competencies	for	social	
entrepreneurs,	the	definition	of	social	enterprise	and	examples	of	good	practices,	and	the	importance	
of cooperation in social enterprises. The second chapter addresses the ethics and principles guiding 
a social enterprise. The third chapter addresses how can these ethics and principles be applied into 
practice when developing a social enterprise.

e-MODULE 2: 
(SOCIAL) 
ENTREPRENEURSHIP AND CO-OPERATIVES IN THEORY2

2.1. Ethics and Principles for the Development of Social Entrepreneurship 
(University)

2.1.1 Entrepreneurship and social entrepreneurship: definition and characteristics
· What is an entrepreneur?
· What is social entrepreneurship
· The social enterprise
· Opportunities for social entrepreneurship

2.1.2 Ethics and principles for the development of social entrepreneurship and 
cooperativism
· Challenges in social entrepreneurship
· Permaculture
· Systems Thinking
· Dragon Dreaming

2.1.2 How can these ethics and principles guide our business models?
Step 1: Dream. 
Step 2: Survey. 
Step 3: Analyse.
Step 4: Design.
Step 5: Implement and Maintain.
Step 6: Evaluate.
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e-MODULE 2: 
(SOCIAL) 
ENTREPRENEURSHIP AND CO-OPERATIVES IN THEORY

2.1.1. Entrepreneurship and Social Entrepreneurship: Definitions and 
Characteristics
What is an entrepreneur?

Entrepreneurs used to be individuals with an idea, starting a company, accepting the risk and making 
money. It started with a preparation of a business plan, circulating the document to a bank, and working 
tirelessly	to	scale	their	company	and	increase	profits	for	themselves	and	investors.

In recent years, the concept of entrepreneurship has transformed into bringing about social change, 
problem-solving and creating an innovative product or service, which challenges the status quo of our 
daily lives. Nowadays, entrepreneurs are perceived as individuals, taking action and creating a change in 
the	world,	executing	ideas	with	a	visionary	attitude,	specific	skills	and	a	positive	approach	towards	the	
future.

What is social entrepreneurship?
Social entrepreneurship is a process of building or transforming organisations to advance solutions to 
social problems, such as poverty, illness, illiteracy, environmental destruction, human rights abuses and 
corruption, to make life better for a great number of people (Borstein and Davies, 2010).

Social entrepreneurs create public value, pursue new opportunities, innovate and adapt, act boldly, 
influence resources out of their control and exhibit a strong sense of accountability.

Youth often faces challenges in starting up their own businesses. Social entrepreneurship can reduce 
some of the challenges associated with conventional business forms and aligns with the increasing 
trend of youth being more socially and environmentally aware. For example, many social entrepreneurs 
work collectively to generate innovation and combine resources, thereby reducing the individual 
economic risks associated with forming a business (UN Department of Economic and Social Affairs, 
2020).
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The social enterprise

Organisations trading mainly for a social purpose and reinvesting the profits (or part of them) back in 
the business or donating them to projects are known as social enterprises. They tackle social, cultural or 
environmental challenges through innovative solutions, model change-making behaviour and catalyse 
communities and movements.

Social business can play a vital role in the transition from today’s increasingly precarious work to decent 
work for all, creating high-quality jobs. They are among the largest employers in countries in the Global 
North and South (UN Inter-Agency Task Force on Social and Solidarity Economy 2014). By organising 
workers in the informal economy, small scale producers and marginalised people, connected into 
various	forms	of	associations	and	co-operatives	can	facilitate	access	to	finance,	resources,	technology,	
support services and markets, negotiate better prices and income, thereby addressing the power and 
information asymmetries that exist in today’s markets. By empowering smallholders in the agricultural 
sector, for example, they can lead the way to a more equitable agri-food system (Heysse et al. 2020). 

Social enterprises can be structured as a for-profit or non-profit and may take the form (depending 
on the country of establishment and the legal forms available) of a co-operative, mutual organisation, 
a	disregarded	entity,	a	social	business,	a	benefit	corporation,	a	community	interest	company	or	other.	
What separates social enterprises from enterprises  is their social mission, which is of the same 
importance	as	any	potential	profit.

Opportunities for social entrepreneurship

There are many opportunities for social entrepreneurship, such as environmental protection and quality, 
health care, community safety and security, education, arts, culture and humanities, social justice, 
hunger and poverty, food supply chain and, of course, the circular economy
Activity 1: Explore the mission and values 
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2.1.2. Ethics and Principles for the Development of Social Entrepreneurship 
and Co-operatives

Challenges in social entrepreneurship

Despite the recognition of the need to harness business and market-based approaches to address the 
global challenges, the current economic system is not optimised to support organisations, merging the 
logic of business and social purpose into one entity.

The challenge for co-operatives and social enterprises is meeting the urgent need for building local 
community resilience and reversing the degradation of our ecosystems as they are often forced to 
compromise their impact in one way or another. The vital component is the recognition of the principles 
and power structures, hindering their development and taking responsibility to shift the paradigm from 
excess consumption and resource depletion to social and environmental regeneration.

In this lecture, we outline sets of ethics and principles adopted by increasingly popular and compelling 
philosophies and methodologies, such as Permaculture, Systems Thinking and Dragon Dreaming, 
helping to understand the systems we are part of, designing the most effective and sustainable ways to 
address their issues and ultimately creating a thriving environment for the stakeholders involved.

Permaculture

Permaculture offers a design framework for achieving a holistic integration of regenerative practices, 
social benefit and community cohesion while obtaining income.	Through	the	harmonious	unification	
of landscapes and people providing for material and nonmaterial needs sustainably, permaculture 
contributes	innovations	in	the	fields	of	land	and	nature	governance,	land	tenure	and	community	
governance,	finance	and	economics,	health	and	spiritual	wellbeing,	culture	and	education,	tools	and	
technology and the built environment (Mollison, 1988).  

Permaculture is rooted in three ethics:

 Earth Care: to protect the intrinsic value of life and meet our needs without damaging the   
 planet.

 People Care: to ensure the wellbeing of individuals and communities, access to resources  
 necessary for our existence, and a sense of community.

 Fair Share: to accept the Earth’s resources as limited, so their equitable distribution across time  
 space is necessary, in addition to access to family planning, support towards basic needs,  
 essential healthcare, education and equal rights. In the West, this represents minimising   
 consumption. 
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Several principles, evolving through time and contexts, are mainly focused on: working with nature 
rather than against it, making the least change for the greatest possible effect, turning the problem into 
the solution, obtaining the necessary income, all actions affect the environment, ensure each important 
function is supported by several elements, ensure each element provides several functions, use of 
edges,	optimising	the	marginal,	efficient	energy	planning	and	energy	cycling,	producing	of	no	waste,	
using and valuating of biological resources and diversity, relative location and using small and slow 
solutions.

Fig. 2.1: Ethics and principles of Permaculture. Source: Holgrem 2003. Creative Commons license   
CC BY-NC-ND 2.5 AU
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Systems Thinking

Systems Thinking, contrary to the strategy adopted in our culture to focus on the complexity of the 
details, embarks to view systems in a holistic manner and encourages exploring of the interrelationships 
(context and connections), perspectives (each actor has their own unique perception of the situation) 
and limits (agree on scope, scale and what could constitute an improvement). This helps us see the 
big picture, identify leverage points, address to support constructive change, and see the connectivity 
between elements of the situation to support joint action.

Everything can be presumed as a system: a start-up, a product, a service. Even a soccer team is more 
than a group of athletes and a guy with headphones. All the elements of this system are dynamic and 
interact with each other. 

The six foundational principles that drive Systems Thinking methods are:

 Wholeness and Interaction: the whole is greater than the sum of its parts (the property of the  
 whole, not the property of the parts; the product of interactions, not the sum of actions of the  
 parts).

 Openness: living systems can only be understood in the context of the environment.

 Patterns: to identify uniformity or similarity that exists in multiple entities or at multiple times.

 Purposefulness: what you know about how they do and what they do leads to understanding  
 why they do what they do.

 Multidimensionality: to see complementary relations in opposing tendencies and to create  
 feasible wholes with infeasible parts.

 Counterintuitive: actions intended to produce the desired outcome may generate opposite  
 results.

Dragon Dreaming

Dragon Dreaming is a living systems approach, created around 1990 by Australian John Croft and 
his wife, Vivienne Elanta, to build successful organisations and projects for the paradigm shift we are 
experiencing. It is based upon principles of:

 Personal growth: commitment to the healing and empowerment of all participants,
 Community building: strengthening and resilience of the communities we are a part of,
 Service to the Earth: working for the regeneration, wellbeing and thriving of life itself.
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Inspired by social and environmental activism, the new physics, Gaia and Earth sciences and the 
wisdom of Aboriginal culture, the oldest civilisation on Earth, Dragon Dreaming adopts holistic tools 
for visionary initiation processes, planning, implementation, evaluation and celebration. These phases 
not only influence each other in a reciprocal process but also depend on the individual and his or her 
environment as well as practice and theory. 

Every project starts with a dream of a single person. But a single person cannot initiate a dream 
individually. Dragon Dreaming aims at creating win-win collaborative relationships, liberating collective 
intelligence, creativity and the sleeping power within ourselves or inherent in our communities in the 
attempt to replace the current anthropocentric worldview with one where human beings are part of an 
interconnected living system of planet Earth (Croft, 2014).

Fig. 2.2: Dragon Dreaming wheel. Source: Dragon Dreaming Project Design https://dragondreaming.
org/#principles
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2.1.3. How Can These Ethics and Principles Guide Our Business Models?

This activity will be accomplished in groups of 4–6 students and consists of guided e-learning, 
addressing the formation of an online panel with answers to the questions formulated in the various 
steps. The supervisor will arrange the responses and draw conclusions prevailing in all the groups. 
The work is divided into 6 steps:

 

STEP 1: DREAM. 

STEP 2: SURVEY. 

STEP 3: ANALYSE.

STEP 4: DESIGN.

STEP 5: IMPLEMENT AND MAINTAIN.

STEP 6: EVALUATE.
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2.2. Bridging the Circular Economy and Social Entrepreneurship (University 
+ sec. school)

1) Teaching plan 
A) Aim: ability to recognise how CE thinking is used for innovation challenges in (social) 
entrepreneurship and co-operatives;  
B) Methods: e-lecture; group work; e-exercise; individual work; consultation
C)	Required	resources:	computer	and	wi-fi	access
D) Additional information: /

2) Table of Contents for 2.2:

3) Text summary:
Bridging the circular economy and social entrepreneurship topics is the main direction towards 
understanding the importance of resilient local communities by circular economy principles, highlighting 
the added value of such an approach and providing good practices from the real-life cases for a better 
insight.

2.2.1. Background and Current State of Changes

‘There is one and only one social responsibility of business – to use its resources and engage in 
activities	designed	to	increase	its	profits’.	The	quote	was	written	by	an	economist,	Milton	Friedman,	in	
1962. 50 years after adhering to such a systematically irresponsible economy, we are facing climate 
change, ecosystems collapsing, health-risking pollution, unsustainable urbanisation patterns, mass 
consumption beyond the planetary boundaries, global inequity. In 2021, the current economic system is 
undeniably unsustainable, neither for the people nor for the planet. Therefore, new ways of organising 
economic processes with a circular approach to the production, consumption and disposal phases of 
products in our everyday life are essential and crucial. To achieve such transformation, we should take 
action in local environments, be community-driven, creating opportunities for people. 

Every year, WWF calculates the ‘Earth Overshoot Day’, which marks the date when humanity has 
exhausted nature’s budget for the year. Evidently, the numbers are getting worse: in 1998, the global 
overshoot day was 30 September. In 2019 it was 29 July, whereas for France, it was already 15 May. This 
data alone highlights the importance of change in the linear economy approach, which advocates the 
extraction of natural resources for the production of material goods to be used and turned into waste. 
But the depletion of non-renewable natural resources needs to be addressed not only by individuals or 
governments but by whole communities, global society at the same time and pace in order to avoid the 
level of scarcity of critical resources. On the mission of reduction of waste production, the optimisation 
of the use of resources and products can be initiated by forming loops, not only in the production 
but in consumption chains as well. Shorter supply chains, local activities, rehabilitation activities are 
beneficial,	solid	practices	with	significant	added	value,	performed	by	social	enterprises	since	they	have	a	
good understanding of the local area and its needs. Therefore, social entrepreneurship has outstanding 
potential in the transformation to the circular economy on a global scale.

2.2.1 Background and current state of changes
2.2.2 Social enterprises in the Circular economy
2.2.3 Good practices around the world
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European Union has already developed plans to strategically reduce natural resource consumption, 
maximising the use of renewable resources and promoting the 3R way of living (reduce, reuse, recycle). 
In Europe, approximately 90% of raw materials used in manufacturing convert to waste before exiting the 
factory.	Moreover,	Girling	(2005)	states	that	80%	of	products	are	discarded	in	the	first	6	months	of	their	
existence. A circular economy is recommended as an approach, affecting the reduction of consumption 
of new materials by 32% by 2030 and up to 53% by 2050 (Ellen MacArthur Foundation and McKinsey 
Center for Business and Environment, 2015). The European Circular Economy Stakeholder Platform 
(ECESP) published a report in 2019, stating that 33 circular economy strategies were developed in EU 
cities, regions and countries since 2014. In addition, at least 29 more are in stages of development. 
A report, entitled Circular economy strategies and roadmaps in Europe: Identifying synergies and the 
potential for cooperation and alliance building (2019), reviewed existing strategies to identify similarities 
and differences, assess the involvement of civil society organisations and potential for collaboration. 

2.2.2. Social Enterprises in the Circular Economy

Bridging circular economy and social entrepreneurship has one main goal: create innovative, 
sustainable and long-term resilient local societies and economies which understand and respect 
the environmental boundaries. The dominant economic system is facing an initiation of various 
social	enterprises	with	their	business	model	being	far	more	inclusive,	responsible	and	beneficiary,	
demonstrating an example where a profitable economic activity does not impair the environment and 
empowers people in local communities. 

Whether the view of changing the linear economy model into a circular one is intended for micro or 
macro	areas	of	business,	a	competitive	advantage	and	cost	efficiency	of	the	company	is	ensured	
(Stratan, 2017). Furthermore, if the core business mission is a social one, representing a base of the 
earliest entrepreneurship theories, a company can effortlessly implement sustainability approaches due 
to	their	value	propositions	and	efficiently	fulfil	the	corporate	social	and	environmental	responsibilities	
nowadays. There are three main elements highlighted in bridging the social enterprise to the use of the 
circular economy principles: 

a) conceptualised business strategy; 

b)	 design	innovation	with	social	and	environmental	benefits;	

c) stakeholders’ engagement. 
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When applying circular economy into an enterprise, thought on synergy throughout their business must 
be	clarified.	The	so-called	‘Cascade of Thoughts’ acknowledges the inclusion of all the stakeholders 
from the specific value chain, providing them with an opportunity to extract higher value from the 
same	product	in	all	phases	of	its	lifecycle.	Social	enterprises	are	profit-seeking	with	the	intention	of	
achieving their social core mission; therefore, Abu-Saifan (2012) distinguished between several unique 
characteristics of a social business: mission leaders, emotional charge, change agents, opinion leaders, 
social value creators, high accountability, assuring them a greater impact within the micro or macro 
community.  Stratan (2012) concludes the social enterprises which use the circular economy principles 
benefit	in	different	ways,	though	mainly on cost savings, new forms of revenues, driver of change and 
transition, long term competitiveness, resource conservation, a driver for sustainable development, 
customer interest and new customer attraction, raw material security, etc. 

The creation of new circular economy industries demonstrate overall social benefits, so the 
convergence between social enterprises and circular economies forms a unique design of product 
governance.	As	innovative	practices	attempt	to	increase	efficiency	in	the	production	sector,	existing 
social entrepreneurship initiatives try to improve consumption and waste handling in a more circular 
mindset,	achieving	public	benefits	via	reinvestments	(Lane,	2018).	Lane	(2018)	stated	that	in	the	case	of	
Australia, there exists in government policy and legislation an assumption that innovation in emerging 
recycling	industries	will	be	compelled	by	the	corporate	sector	based	on	profit	motives.	Reportedly,	
small-scale social enterprises invest a higher amount of resources into the development of socially 
and environmentally responsible solutions, despite a lack of standard support in legislations due to 
the	exclusive	use	of	(financial)	cost	benefit	methods	in	government	policy-making	processes	and	
disregarding environmental externalities. Consequently, another issue that arises when competing with 
profit-based	and	business-like	companies	and	social	enterprises	is	the	endangerment	of	their	non-profit	
status	when	tackling	product	governance	since	they	should	facilitate	labour-intensive	and	low-profit	
activities.	For	such	extensive	work	in	the	area	of	circular	economy,	social	enterprises	are	not	sufficiently	
recognised or endorsed. 



REPORT

58

2.2.3. Good Practices Around the World

Social enterprises with a circular business model can best address local environmental and social 
issues, encouraging circular changes throughout society. According to the FAO, about one-third of food 
for human consumption is lost along the value chain (http://www.fao.org/food-loss-and-food-waste/
fr/),	so	closing	the	loops	to	fight	food	wastage	is	a	good	example	and	a	major	component	of	the	circular	
economy. In France, it is estimated that 30% of fruits and vegetables are not marketed as a consequence 
of aesthetic defects. For example, the restaurant called Simone Lemon designed its menu using ‘out-of-
shape’ fruits and vegetables, usually discarded, and by charged dishes by weight. 
Australia, a land of harsh conditions and the natural scarcity of several essential resources and, 
therefore, represents an example of what can be done. Substation 33 (https://substation33.com.au/
about/) has operated since 2013 as an electronic waste recycling centre, a workplace for volunteers 
and employees to gain confidence and skills for the transition to sustainable employment. Its purpose 
is to provide training and employment opportunities through the recycling of electronic waste but has 
simultaneously started an Innovation Lab, designed and developed several products for commercial, 
social and educational purposes. In 2019, Substation33 won the Awards Australia Community Group of 
the Year Award as well as the Banksia Foundation Ministers Award of the Environment. Its founder, Tony 
Sharp, received the Social Enterprise Champion of the Year title at the Social Traders Conference and 
Green Collect and the 2019 Social Enterprise of the Year award. Another unique good practice is based 
in Malaysia, where a social enterprise Biji-Biji works as an open workshop, and the maker-community 
use repurposed materials in developing ethical technology and fashion, including designer-collaboration 
clothing and eco-friendly tools, such as bike blenders of upcycled lamps. 
Globally advocating the ecological potential of a circular economy for social good is necessary and is 
achievable through social enterprise partnerships.
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2.3. Legal Framework for Establishing Social Enterprises/Cooperatives 
(University)

1) Teaching plan 

A) Aim: Introduce the legal framework of social economy and entrepreneurship and their advantages 
and the different legal structures a social enterprise can adopt in the project countries. Represent the 
characteristics of a co-operative, the guiding principles and values, advantages and disadvantages.
B) Methods: Lectures in pdf; group work; guided e-learning (individual work); consultation.
C) Required resources:	computer	or	smartphone	and	wi-fi	access.	Software	to	prepare	a	presentation.	
D) Additional information: The presentations include links to external resources to deepen the 
knowledge.

2) Table of Contents for 2.1:

3) Text summary:	The	first	chapter	introduces	the	legal	framework	of	the	social	economy	in	Europe	and	
project countries. The second chapter explains the characteristics, models and types of legal structures 
for social enterprises. The third chapter introduces co-operatives. The topic includes 2 activities: group 
work and individual work (guided e-learning).

2.3.1 The social economy framework
· The social economy in Europe
· Regulation of social economy in the project countries

2.3.2 The social enterprise
· Characteristics of the social enterprise
· Social enterprise models
· Legal form for a social enterprise

2.3.3 The co-operative
· What is a co-op?
· What kind of business are co-ops?
· Differences between co-operatives and traditional business
· What does membership mean?

2.3.4 Research work about the co-operatives
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2.3.1. The Social Economy Framework
The social economy in Europe

In 2002, the main European social economy actors (the predecessor of the European Association on 
Social Economy (https://www.socialeconomy.eu.org/), adopted the Social Economy Charter (Social 
Economy Europe 2002), revised in 2015,	defining	the	identity,	core	values	and	characteristics	shared	by	
all social economy stakeholders.
The social economy is formed by a diversity of enterprises and organisations such as co-operatives, 
mutuals,	associations,	foundations	and	social	enterprises,	among	other	forms,	specific	to	each	country.	
They are united around the values that the Social Economy Charter introduces, such as the primacy 
of the person and the corporate purpose over capital, voluntary and open adherence, democratic 
control by its members, the conjunction of the interests of the users and the general interest, defence 
and application of the principles of solidarity and responsibility, the autonomy of management and 
independence with respect to public powers and the use of surpluses with the intention to achieve 
objectives, favourable to sustainable development, the interest of services to members and of the social 
interest.
The Social Economy Charter has been of key importance to define the social economy in Europe and 
worldwide. According to the European Economic and Social Committee study on the Recent Evolutions 
of the Social Economy in the European Union (CIRIEC, 2017), there are 2.8 million social economy 
enterprises and organisations, ranging from SMEs to large EU groups that employ 13.6 million people 
and account for 8% of the EU’s GDP.

Fig. 2.3: Principles of the social economy. Source: Social Economy Europe (https://www.socialeconomy.
eu.org/the-social-economy/)



REPORT

62

Europe needs the social economy to reach out to its citizens, distinguish their genuine needs and 
implement them into solution creation to a number of challenges, such as unemployment or precarious 
work, social exclusion, discrimination and racism, climate change or the lack of social cohesion. 
Likewise, the social economy needs the European Union to raise its visibility as an alliance of virtuous 
enterprise models and to support its recognition and development, comparable to other forms of 
enterprise. Social economy and social enterprises contribute to important policy objectives, such as job 
creation, inclusiveness, equal opportunities, sustainability and civic participation. They are examples of 
an economy that works for people, representing a priority for the European Commission.

Social economy applies to the European Green Deal aims (European Union, 2019), such as boosting the 
efficient	use	of	resources	by	shifting	to	a	clean,	circular	economy,	restoring	biodiversity	and	reducing	
pollution.

The social economy is also an opportunity, and a driver for the implementation of the 2030 Agenda 
and its 17 Sustainable Development Goals (SDGs) at a European and a global level, especially for the 
achievement of Objective 8 ‘promote sustained, inclusive and sustainable economic growth, full and 
productive employment and decent work’.
 

Fig. 2.4: Sustainable Development Goals
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Regulation of social economy in project countries
It is important to recognise the type of legislation already existing for social entrepreneurship and the 
performance of social enterprises in countries where no specific legislation exists. Many countries 
have recently introduced new legislation and strategies, while others are in the process. The following 
table includes the laws that regulate social economy or social entrepreneurship in the project’ countries 
(Austria, Croatia, Cyprus, Malta, Slovenia and Spain).

Table 1 Laws and strategies on WISE, SE and co-operatives in the project countries.

WISE – Work integration social enterprise
SE -Social enterprise
PWD – Person with disabilities

Country Law/Strategy

Austria Law of 9 April 1873 on Co-operatives (RGBI No.70 as amended by 
the Federal Law BGBI 91/1976)

Croatia Strategy for Civil Society Development 2006–2011, 2012–2016
Strategy for Social Entrepreneurship Development (2015)
Act 157/2013 on Vocational Rehabilitation and Employment of PWDs
Act on Co-operatives (OG 34/2011, 125/2013, 76/2014) 

Cyprus National Action Plan for the Development of Social Enterprise 
Ecosystem
2021 Social enterprise law (23/12/2020) 
Cooperative Societies Law (Law 22/1985)

Malta Co-operative Societies Act 2001 [Chapter 442 of the Laws of Malta]
White paper - Social enterprise act (June 2015)

Slovenia Strategy for Social Entrepreneurship 2013–2016
Strategy for the Development of Social Economy 2019–2029
Act on Work Rehabilitation and Employment of People with 
Disabilities (2004)
Act 20/2011 on Social Entrepreneurship
Act on Co-operatives (1992)

Spain Law 5/2011 on the Social Economy
Law 27/1999 on Social Initiative Co-operatives
Law	20/1990	on	the	fiscal	regime	of	co-operatives
Law 44/2007 on Social Integration Enterprises
Legislative Royal Decree 1/2013 on PWDs
Law 44/2015 on Participated Labour Companies
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For example, in Spain,	the	current	configuration	of	the	Social	Economy	is	marked	by	the	approval	of	Law 
5/2011, of March 29, on the Social Economy, which undoubtedly represents an unprecedented turning 
point for the recognition, visibility and development of the sector, both within the State itself and within 
the European Union. Other countries, such as Slovenia, have regulated social entrepreneurship or have 
strategies for the development of social entrepreneurship or social economy (Croatia, Slovenia, Cyprus). 
In Austria, for example, no consent exists regarding whether it corresponds to giving the different legal 
traditions	of	social	enterprises	a	unified	legal	frame	(European	Commission	2020).	Very	recently,	in	
Cyprus, the incorporation of the Social Enterprises Law in the legislative arsenal will serve to improve 
the development and promote social entrepreneurship in Cyprus. All the countries have developed laws 
on co-operatives, and some of them recognise co-operatives as one form of social enterprise or social 
economy (Slovenia, Spain). 

2.3.2. The Social Enterprise

Characteristics of the social enterprise

Social enterprise is not a legal structure, it is rather a term describing a business that trades primarily 
for a social and/or environmental purpose, or for the good of the community,	or	specific	groups	within	
the community.

Social enterprises are businesses, changing the world for the better. Similarly to traditional businesses 
aim	to	make	a	profit;	however,	it’s what they do with their profits that separates them – reinvesting or 
donating	them	to	create	positive	social	change.		It	is	business	for	the	benefit	of	everyone	involved,	and	
when	they	profit,	society	profits.

The main characteristics of the social enterprise are:

1. A clear social or environmental mission set out in its governing documents.
2. Income is primarily generated by business activities.
3. There is market demand for the organisation’s goods and services.
4. Is controlled or owned in the interests of its social mission.
5. Is transparent by how it operates and the impact that it has.
6. Is of participatory nature, promoting and encouraging the participation of one or more groups  
 of citizens.
7.	 Benefit	the	community	as	the	main	objective.	The	main	priority	of	a	social	enterprise	is	not		
	 making	a	profit	as	its	own	profit.	His	greatest	interest	is	satisfaction	and	obtaining	a	benefit	for		
 society.
8.	 Reinvesting	or	giving	away	most	of	the	profits	or	surpluses	towards	its	social	purpose.
9. Guarantee equal opportunities, avoiding any type of discrimination.
10. Is based, above all, on the labour force, rather than on capital.
11. Promote economic and social innovation.
12. Data drives decision-making: Success is measured by the impact on their goal.
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Based on these characteristics, it is evident social enterprises share aspects of traditional businesses 
and social non-profits.

In particular, they indisputably play a key role in times of crisis (e.g., during the COVID-19 pandemic, by 
offering services and products); maintaining employment and job creation rates; in upgrading transport, 
energy and communication infrastructure and services, especially in isolated areas; in providing 
local alternatives for global businesses; in ensuring equal rights and access to decent work, credit, 
information, technology and training.

Social enterprise models

Social enterprises, responding to the needs of the environment in which they operate, can present 
different	business	models	through	which	they	benefit	our	society.	Many	companies	are	considered	
social for various aspects they present, but they vary based on the solution they offer to different 
problems. Therefore, social enterprises base their social models in one of the following ways:

 Through the product or service 
 Through work
 Through the raw material used

In short, the social enterprise is a clear example of how rationality and social progress are compatible, 
how business efficiency can coexist with social responsibility, and how a different way of doing 
business is possible.

Legal form for a social enterprise

The	first	step	to	creating	a	social	enterprise	is	to	choose	the	legal	form,	preferably	with	the	support	of	a	
consultancy, to manage the founding, and once the enterprise is established, the derived tax obligations.
Given that social entrepreneurship pursues a collective good through a company generating economic 
benefits	and	is	reinvested	in	achieving	the	main	social	objective,	not all types of existing companies 
would be appropriate for a social enterprise.

The social enterprises can adopt various legal forms, depending on the legislation, such as co-operative, 
mutuality,	association,	foundation	and	social	enterprise	among	forms	specific	to	each	country.

The following table includes the patterns or legal recognition of social enterprises in the project’ 
countries (Austria, Croatia, Cyprus, Malta, Slovenia and Spain).
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Table 2 Patterns or legal recognition as WISE or SE in the project’ countries.

Country Patterns or legal recognition as WISE or SE
Austria Public	benefit	limited	company	(GmbH	and	gGmbH)

Integrative Enterprise (IB)
Cooperative
Association
ECO-WISE

Croatia Integrative workshop (Act 157/2013)
Sheltered workshop (Act 157/2013)
Cooperative
Association
Foundation
Limited liability companies (LLC, SLLC) founded by associations
Institution

Cyprus Limited liability companies
Cooperative society
Association
Foundation

Malta Voluntary organisation
Cooperative

Slovenia Company for PWDs (2004)
Employment centre (2004)
Cooperative
Association
Foundation
Institute
Social enterprise (Act 20/2011)

Spain Social Initiative Co-operative (Law 27/1999)
Co-operatives pursuing general interest goals (Law 20/1990)
Social Integration enterprise (Law 44/2007)
Special employment centre (LRD 1/2013)
Participated Labour Company (Law 44/2015)
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Two	phases	can	be	identified	in	Europe	as	far	as	the	legal	evolution	of	social	enterprises	is	concerned.	
Initially, most social enterprises have been set up through the use of the legal forms of co-operative 
and association, and in a number of cases, this continues. Social enterprises were initially established 
as associations in the countries where the legal form of association allows for a degree of freedom 
in trading of goods and services on the open market, such as, for example, France and Belgium. In 
countries where associations are more limited in this regard, such as the Nordic countries, Spain and 
Italy, social enterprises were more often created under the legal form of co-operative. Co-operatives 
are more interesting as they have a clear entrepreneurial nature. The second trend is characterised by 
the	adoption	of	specific	legal	forms	either	via	the	adaptation	of	the	co-operative	formula	or	through	the	
introduction of legal brands and categories that recognise the social commitment taken on by certain 
economic entities (Galera and Borzaga, 2009).

Some countries, such as Slovenia, have introduced a social enterprise legal status, adoptable by a 
variety of legal entities,	for-profit	and	non-profit,	provided	that	they	comply	with	new	criteria,	in	addition	
to	the	fulfilment	of	the	criteria	already	in	force	(European	Commission,	2018).	Other countries, such as 
Spain, have adjusted existing regulations about co-operatives or labour companies. In Austria, the co-
operative is a form adopted by a significant number of social enterprises, as it combines elements of the 
member-based association and the limited liability company (European Commission, 2018-2)

Social	enterprises	have	been	in	many	cases	created	using	legal	forms	not	designed	specifically	for	
them, also in countries where social enterprises have been legally recognised. In some countries, the 
most widespread path to setting up social enterprises remains the use of the legal form of association 
and/or foundation (e.g., Austria). However, associations and foundations often show various types of 
limitations (e.g., in attracting risk capital, engaging workers, etc.), hampering their full consolidation as 
social	enterprises.	In	other	countries	(e.g.,	Slovenia),	legal	forms	specifically	designed	for	managing	
particular types of activities with a social focus (Zavod) have been introduced, and are widely used by 
social enterprises, although they are often not considered as such (European Commission 2020). The 
country’s specificity is extremely high, and the development of social enterprises does not necessarily 
require	the	adoption	of	specific	legislation.
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2.3.3. The Co-operative

What is a co-operative?

Cooperatives are companies formed by people who decide to associate with each other to accomplish 
an activity. Partners and/or workers are the owners of the organisation and are also its managers. 
Members can be your customers, employees, residents or suppliers, who have a word in how the co-
operative is managed.

The co-operative is based on the principle of mutual aid to achieve general objectives, which means all 
members have the same rights and the same responsibilities in the future of the company. The property 
is shared between all the partners, whose number is variable and unlimited. However, their property 
is not inheritable or transferable unless a partner renounces and changes partners. Everyone decides 
individually on the company, and the liability is collective although limited, that is, it does not affect the 
personal assets of the partners in the event of bankruptcy. The co-operative is based on a democratic 
structure and operation, and its activity is carried out in accordance with co-operative principles, 
accepted and regulated at the regional, national and international levels.

On the other hand, faced with the great challenge of the Sustainable Development Goals for 2030, the 
UN points out that only from the location of the sustainable local development goals from the bottom 
up they can become a reality. For this reason, UNESCO declared co-operatives as ‘Intangible Heritage of 
Humanity’ in 2016.

What kind of business are co-operatives?

All kinds of businesses can function as a co-operative. Co-operatives span the economy. They operate 
in	robotics,	farming,	graphic	design,	education,	housing,	financing,	sport,	the	arts	and	many	other	
sectors. Whatever the industry or service, there is usually a co-operative.

Co-ops are often formed to solve a problem or in response to an issue – such as a community 
cooperating to take over a much-loved community space, a group of freelancers joining for greater job 
security, or workers who want to have a word in creating a more ethical business. On the outside a co-op 
may look like any other business, it’s what happens within that makes them different.

Co-ops are resilient:	76%	of	new	start	co-ops	survive	their	first	five	years	compared	to	42%	of	other	
types of business. There are 3 million co-ops around the world in more than 100 countries in Europe, 
Africa, Asia, the Americas and Oceania. There are international co-ops too, like the Pachamama Coffee 
Co-operative, which is owned and run by thousands of farmers from around the world.

Fig. 2.5: The impact of co-operatives in the world. Source: International Co-operative Alliance (https://
www.ica.coop/en)
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Differences between co-operatives and traditional business

Cooperatives are ‘companies’; therefore, it is necessary to banish myths or trends that bring relate 
them to NGOs, associations, foundations, etc. On the other hand, it must be emphasised that there 
are different ways and means of conceiving and, above all, of ‘doing business’ with great differences 
that separate them from traditional or capital companies. The basic or fundamental difference lies in 
the primacy of the person over the capital that governs in the co-operative sphere, which is reflected 
in aspects as essential as that in co-operatives, each member has one vote, regardless of the capital 
that has contributed to the company. In the same way, the distribution of profits or surpluses will be 
correlated with the activity carried out and never according to the subscribed and paid-up capital. 
It is clear that there is, with respect to capital entities, another way of generating an economy and 
distributing wealth, and it is arguable that the main asset that a co-operative has is the human capital, 
that is, the people who form it (FAECTA, 2019).

What does membership mean?
Co-ops are businesses owned and run by people just like us. The members of the co-operative 
differentiate based on the type of co-operative.

One member, one vote: membership is democratic, and everyone has an equal say. There are no majority 
shareholders here.

Members put something in and get something out: co-ops are not charities, so each member 
contributes but also receives something in return. The contribution could be working for the co-op, 
investing in the co-op, shopping or trading with it. Any surplus gained after coverage of all the costs can 
be shared between the members (sometimes known as a dividend) or reinvested back into the co-op.

Maybe it’s the feeling of solidarity of being part of a global movement or supporting your local 
community? Some members join on the premise of creating a decent job in an ethical business where 
everyone is valued.

An established work team provides a competitive advantage. Generally, in these projects, the team 
already exists.

2.3.4. Practical Work on Co-operatives. Guided E-learning. Individual Work

This guided e-learning is aimed to provide students with experienced knowledge about co-operatives. 
Your	duty	is	to	consult	the	information	you	will	find	in	the	links	provided	and	prepare	a	presentation	on	
the following topics. To present your work, you will have a maximum of 10 minutes. The contents must 
be presented in a clear and concise way, although you can deepen as much as you want in each of the 
topics, and you can give examples.
· Principles and values of co-operatives.
· Types of co-operatives.
· Characteristics of the cooperatives: partners and associates (rights and obligations), share  
 capital, the operating bodies, the bylaws (statutes). 
· Advantages and disadvantages of a co-operative.
The exercise provides tasks and several questions that students have to answer.
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2.4. Competences Needed for Establishing Successful Innovative Business/
Co-operative (University)

1) Teaching plan 
A) Aim: Ability to illustrate leadership participation in the decision-making, management and 
entrepreneurial	processes	of	co-operative	and	social	enterprises;	Ability	to	benefit	from	greater	insight	
into the personal leadership strengths and weaknesses and understanding how they relate to their 
business aims and goals 
B) Methods: e-lecture; group work; e-exercise; individual work; consultation
C)	Required	resources:	computer	and	wi-fi	access
D) Additional information: /

2) Table of Contents for 2.4:

3) Text summary:

‘Competencies needed for establishing successful innovative business/cooperative’ topic serves 
as an in-depth understanding of the importance of the properly developed skills and competencies, 
to perceiving them as strategic advantages of a person, team or organisation in order to achieve a 
successful result in business as well as in personal life to maintain the high quality of life and to cope 
with stress.

2.4.1. Background and Definitions

The most valuable asset of every business is high-quality human resources. Employees can set trends, 
create	and	realise	projects,	brainstorm	ideas,	make	business	decisions	and	finally,	give	added	value	to	
every service, process or product.

Competency education for building up a successful business or co-operative should aim to provide 
students with a mindset that encourages and teaches them to respond, cooperate and lead in an 
entrepreneurial	way.	We	will	explore	the	definition	and	various	types	of	competencies	needed	to	foster a 
desired entrepreneurial behaviour, leading up to the creation of strategic advantages of an individual, of 
a team, process, product or the whole organisation.

2.4.1 Background and definitions
2.4.2 Core competencies: the “WHY”
2.4.3 Competencies for establishing a successful innovative business/

cooperative
2.4.4 Sustainable roles in the organisation



REPORT

72

Competencies were lastingly considered as a person’s ability or capacity to do a job. In the 1970s, US 
Company	McBer	defined	competencies	as	specific personal characteristics which resulted in effective 
performance. Therefore, employers started using competencies to help recruit and manage their 
employees when psychologists concluded that traditional tests (academic aptitude and knowledge-
based tests) do not accurately predict employment success. Nowadays, we perceive different types of 
competencies, such as technical, business, leadership and people competencies. Those can be divided 
into a 3-level distribution scheme, addressing personal, team-like or organisational stages of building a 
successful story.

Based	on	definition,	differentiation	between	competencies	and	skills	is	crucial.	Competencies 
incorporate behaviours and knowledge, leading someone to be successful in a job. They can be 
individual-specific,	combining	ability	and	knowledge	with	required	skills.	Skills represent specific 
learned abilities required to perform in a job successfully, such as technical (hard skills), for example, 
computer programming or soft skills (non-technical), meaning verbal communication, cultural 
sensitivity,	personal	efficiency.	Competencies.	on	the	other	hand,	are	data-based	decisions,	business	
process	improvements	or	problem-solving.	Simplified:	skills can be learned, whereas competencies are 
mostly intrinsic to one’s personality. Throughout performing a job, an individual also gains expertise: 
personal experience, professional networks, language skills, etc.

2.4.2. Core Competencies: The ‘Why’

Core competencies are what any successful employee requires to increase through an organisation, 
something that could potentially set the person apart from every other candidate. Core competencies 
indicate the way somebody is and the way they work, so it can be understood as strategic advantages. 
For example, accountability, adaptability, occupational knowledge/technology orientation, team focus, 
etc. that can also be expressed as various analytical abilities, creative thinking, and problem resolution 
skills.

To	benefit	from	and	test	the	compatibility of persons in a team as well as help building up ‘environment-
aware’ individuals, there are some elementary methods, such as:

a) S.M.A.R.T. method	to	define	plan,	goals,	priorities	through	5	key	steps:	S	=	specific;	M	=	measurable;	A	
= achievable; R = relevant; T = time-based.

b) SWOT analysis to check internal and external factors of a process or a company: S = strengths; W = 
weaknesses; O = opportunities; T = threats. 

Three	conditions	a	business	activity	must	meet	in	order	to	be	a	core	competency	were	defined	by	
Prahalad and Hamel (1990): 

 
 The activity must provide superior value or benefits to the consumer. 
 It should be difficult for a competitor to replicate or imitate it. 
 It should be rare. 
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In order to implement such knowledge and reasoning into a personal development stage, we address 
the talent lifecycle. If competencies are a set of individual performance behaviours, they should also be 
observable, measurable and critical to successful individual and company performance. Competencies 
as individual characteristics of a person then result in an effective and superior performance in a job.

To pursue suitable candidates for them, organisations can have their own distinct set of competency 
framework,	a	comprehensive	structure	that	describes	different	competencies	with	its	specific	set	of	
behavioural indicators and measurement criteria. It is in alignment with their visions and mission and 
long and short-term goals. Therefore, competency-based assessments are a tool to understanding 
the	individual	and	organisational	fit,	resulting	in	correct	hiring	decisions	and	as	the	starting point of 
the employee’s life-cycle in the organisation. Each hired individual possesses threshold competency, a 
quality that a person needs to do a job, often referred to as the bare minimum required to perform the 
job.	In	order	to	achieve	superior	performance,	more	specific	competencies	are	needed.
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2.4.3. Competencies for Establishing a Successful Innovative Business/
Cooperative

Entrepreneurial behaviour for a successful business (--> being able to) is based on competencies type 
and	level	of	action	(Cripe	and	Mansfield	2020):

A. Competencies dealing with people (they are key in teamwork);

B. Competencies dealing with business (they are needed in an organisation);

C. Competencies dealing with self-management (= they are crucial for personal, individual well- 
 being).

A	combination	of	those	competency	types	and	the	level	of	action	defines	long-term	success	and	
innovativeness of a person, team, process or organisation. Below, there are detailed explanations and 
examples	of	most	desirable	and	efficient	competencies.

People Competencies (‘being able to in team’):

· Establishing focus, motivational support;
· Fostering teamwork (listen, assist, contribute, etc.)
· Managing change (propose, develop, seize the opportunity, facilitate, etc.)
· Managing performance (clarify expectations, give feedback, support, etc.)
· Communication (share and tailor information, consistent, summarising, etc.) 
· Interpersonal awareness (anticipate, interpret, understand, etc.)
· Influencing others, foster collaborations, building relationships.

Business Competencies (‘being able to in organisation’):

· Preventing and solving problems with: a) diagnostic information gathering (questioning, seek 
perspective); b) analytical thinking (compare, identify, weigh priorities); c) forward thinking (notice, 
anticipate); d) conceptual thinking (apply theoretical frameworks), strategic thinking (understand, in-
depth, long-term); e) technical expertise (problem-solving, demonstrate, advise).
· Achieving Results with: a) initiative (independent action); b) entrepreneurial orientation (stay 
abreast, seize opportunity, encourage); c) fostering innovation (sponsor, develop, cooperate); d) result 
orientation (maintain commitment, sense of urgency); e) thoroughness (monitor, verify, organise, 
accuracy); f) decisiveness (willing, face, overcome).

Self-management (‘being able to in yourself’):

·	 Self-confidence	(accomplish,	present,	‘can-do’	attitude)
· Stress management (calm under pressure, effective, control)
· Personal credibility (responsible, reliable, trustworthy, honest)
· Flexibility (openness, modify, evidence-based)
· Internal motivation (desire, willingness to perform).
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2.4.4. Sustainable Roles in the Organisation

To	create	a	versatile	and	efficient	team	that	will	be	well	accomplished	within	itself	and	on	the	market,	
individuals	need	to	perform	their	best	in	the	role	assigned	within	the	organisation.	Due	to	specific	
personality types, individuals may prefer one role within the organisational process over the other. Based 
on RIASEC (1985), there are six common personality types: 

 (realistic) doer = technical, outdoor pursuits; 
	 (investigative)	thinker	=	scientific,	research,	intellectual	pursuits;	
 (artistic) creator = imaginative, intuitive pursuits; 
 (social) helper = developing and interpersonal pursuits; 
 (enterprising) persuader = leadership, influencing pursuits; 
 (conventional) organiser = data management, numerical and organisational pursuits.

However, in order to properly enhance people’s skills, relationships and effectiveness, a competent 
leader is required. Some of the key performance boosters to assure two-sided communication, 
professional attitude, and work results, the person in charge needs to be authentic and self-aware, with 
high ethical and moral value as well as life-long learning for enhancing performance and mentoring 
skills. He or she has to reflect openness (is easy to approach), adaptability, inspiration (can be looked up 
to), readiness to take risks, having a sense of innovation potential. Important people skills to highlight 
are: interpersonal and social intelligence, good at micromanaging directions, conflict management, 
valuing diversity. 

Here are some good examples for all three levels of competency development:

●	 Person: Susan Wojcicki, the YouTube CEO in 2014. She started with an entrepreneurial attitude  
	 at	the	age	of	11	when	her	first	business	was	going	door-to-door	selling	spice	ropes,	plated	yarn		
 threaded with spices, in her hometown of Palo Alto, California. 

●	 Team: Tina Maze, a member of team aMaze, a private professional ski team of Slovenians,  
 created the team in 2008. Since then, she won medals at world championships and at the  
 Olympic Games. She is now retired and married to her coach, Andrea Massi. 

●	 Company: Mikro+Polo, a laboratory equipment supplier. It offers free breakfast/lunch for their  
 employees, has theme-like new year’s parties and unlimited paid holidays, employees can bring  
 children and pets to work, has built palette gardens for coffee breaks, organises team-  
 buildings, etc. 
.
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2.5. Social Entrepreneurship and Circular Economy: Good Practice Examples 
(University + sec. school)

1) Teaching plan 
A) Aim: Inspire students with good practice examples to support their creative thinking process for the 
development of circular economy business models in the food supply chain 
B) Methods: e-lecture; individual work/group work; consultation
C) Required resources: computer and internet access
D) Additional information: /

2) Table of Contents for 2.5:

3) Text summary:
This chapter introduces good practice examples of companies combining social  
entrepreneurship and a circular economy business model. The businesses from  Europe and the USA 
give	an	insight	into	alternative	business	models,	how	to	becomea	leading	company	in	the	field	and	how	
important a good network is. Using different approaches, the organisations from Spain and the United 
States	of	America	fight	food	waste,	avoid	greenhouse	gas	emissions,	and	help	the	local	communities.	

A circular economy provides space for alternative business models. Ecological and social sustainability 
go hand in hand. The following examples show that social entrepreneurship works very well with 
a circular economy business model. These companies show that democratic decision-making, 
community ownership, employing people at risk of exclusion and a big network of volunteers can not 
only work but also be the key to a successful business. 
These examples exhibit the economy, and entrepreneurship can be thought differently while helping 
those in need: the environment and people. 

2.5.1. Key characteristics of circular economy business models in the 
food supply chain

2.5.2. Benefits	of	circular	economy	business	models	in	the	food	supply	
chain

2.5.3. How to create a circular economy business model in the food 
supply chain
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2.5.1. Good Practice Example #1: Espigoladors, Spain
Source: https://espigoladors.cat/en/

What is it all about?
Espigoladors	is	a	non-profit	organisation	from	Catalonia,	Spain.	It	was	founded	in	2014	by	Mireia	Barba	
with	co-founders	Jordi	Bruna	and	Marina	Pons,	whose	main	goal	was	to	fight	food	waste.	The	name	
comes from the Catalan word ‘espigolar’, which means ‘gleaner’. This was a traditional activity to collect 
the	farmer’s	surplus	produce	once	the	main	harvest	was	finished.	The	organisation	took	that	traditional	
activity and combined it with new ideas to meet the needs of the 21st century. Their big focus points are 
gleaning, donation, transformation and raising awareness. 

What is special about their work and their business model?
The	fight	against	food	waste	by	Espigoladors	is	based	on	a	network	of	volunteers,	farmers	and	food	
kitchens. The organisation built a network of over 600 volunteers, helping with the gleaning of fruits 
and vegetables that are not suitable for the market because of their shape or looks. This works through 
established agreements with 115 committed farmers. 90–95% of the harvested fruits and vegetables 
are later donated to soup kitchens to reach people who need them and would not have access to healthy 
food. The remaining 5–10% are being transformed into preserves, such as jams, creams and sauces 
under the brand ‘es imperfect’, which translates to ‘is imperfect’. The model by Espigoladors is bound up 
with the circular economy principles, aiming to extend the lifespan of products and maximise their use 
while reducing waste.

The	work	by	Espigoladors	does	not	only	fight	food	waste	but	guarantees	the	right	to	a	healthy	diet	and	
empowers people at risk of social exclusion in a transformative, participative, inclusive, and sustainable 
way. That way, Espigoladors combines social and environmental measures on the basis of the circular 
economy model and shows that ecological and social sustainability go hand in hand. The fruits and 
vegetables that are being donated to food kitchens feed people who are hungry and would otherwise 
not have access to healthy food. Their brand ‘es imperfect’ gives use to the remaining vegetables and 
fruits and also employs people who are at risk of social exclusion, such as young people and women 
over the age of 45. ‘Es imperfect’ can produce and package around 1,300 jars of jam per day. Another big 
part	of	Espigoladors’	fight	against	food	waste	and	social	sustainability	is	education.	The	organisation	
is trying to create a citizen movement by raising awareness and education via workshops, courses, 
educational projects, awareness campaigns and CSR activities. This takes place in schools, companies, 
and social entities. Through their campaigning, the organisation is gaining new members to help in their 
community. 

What is the impact of their activities?
With the help of their volunteer network, as of 2021, Espigoladors recovered 1,380 tonnes of food, 
prevented 875 tonnes of CO2 emissions, and saved 886 million litres of water. Through the gleaning, 
more	than	4	million	portions	of	healthy	food	could	be	served	to	hungry	people.	The	non-profit	
organisation also held 1,370 awareness actions. Their work in both ecological and social sustainability 
made them even more effective in helping the environment and people in need. 
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2.5.2. Good Practice Example #2: FRIENDLY CITY CO-OP, USA
Source: https://friendlycity.coop/

What is it all about?
The idea for Friendly City Food Co-op was started in 2006 by Steve Cook because of the need for a full-
scale,	natural	and	organic	grocery	store	that	focuses	on	local	farmers	and	products.	In	2011,	the	first	
Friendly City Food Co-op opened its doors. The store is located in Virginia, US. It is a business based 
on	community	and	sustainability	that	is	using	its	profits	to	make	a	difference	in	the	community	and	the	
world. It is democratically controlled and owned by a large group of owners from Virginia. 
Friendly City Food Co-op emphasises healthy food, local products, and sustainably produced goods. 
They try to create a fair and friendly relationship, a vibrant local economy and healthy and informed 
consumers. 

What is special about their work and their business model?
Friendly City Food Co-op is based in the local community. That fact enables them to produce locally and 
sustainably and give back to the local community while trying to minimise food wastage. For example: 
produce, sandwiches and salads that are not sold are given to a local food pantry; produce that is not 
good enough to be donated goes to a community project where it is used for compost in the garden; 
some produce from the garden is then sold back to Friendly City Food Co-op to complete the sustainable 
cycle in the spirit of a circular economy. This can be seen at an organic market, where Friendly City Food 
Co-op is accepting donation requests from the public for community-based events. 
In social entrepreneurship and circular economy, alternative business models are common. Friendly City 
Food Co-op is a good example of a co-operative business in the food supply chain. Friendly City Food 
Co-op shows that organisations do not have to be non-profit or profit-orientated but can be neither. 
The	profit	is	either	reinvested	in	the	store,	paid	out	to	the	members	or	invested	back	into	the	community,	
which is decided by a vote of the members. The principles of equality among owners, enrichment of 
the community, and support of local, sustainable products are valued. An important part of social 
entrepreneurship and co-operatives is democratic decision-making and equality amongst the members 
and (local) community.
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The Co-op is based on 7 co-operative principles:

+ Voluntary and Open Membership – Co-operatives are voluntary organisations, open to all 
persons able to use their services and willing to accept the responsibilities of membership, without 
gender, social, racial, political or religious discrimination.

+ Democratic Member Control – Co-operatives are democratic organisations controlled by their 
members, who actively participate in setting their policies and making decisions.

+ Members’ Economic Participation – Members contribute equitably to and democratically 
control the capital of their co-operative. At least part of that capital is usually the common property 
of the co-operative. Members usually receive limited compensation, if any, on capital subscribed as a 
condition of membership.

+ Autonomy and Independence – Co-operatives are  autonomous, self-help organisations 
controlled by their members.
+ Education, Training and Information – Co-operatives provide education and training for their 
members,  elected representatives, managers and employees. They inform the general public – 
particularly	young	people	and	opinion	leaders	–	about	the	nature	and	benefits	of	co-operation.

+ Cooperation  Among Co-operatives – Co-operatives serve their members most effectively 
and strengthen the co-operative movement by working together through local, national, regional and  
international structures.

+ Concern for Community – Co-operatives work for the sustainable development of their 
communities through policies approved by their members (see:  https://friendlycity.coop/our-
mission/)

What is the impact of their activities?
Since Friendly City Food Co-op is so integrated in the local community, the community itself is 
strengthened. Either through working with local farmers and products, through giving money back 
to the local community, or through being a healthy, organic option for local consumers. Another 
important impact is that they show that alternative business models can be successful and good for the 
community. Be it the democratic decision-making, the shared ownership or the fact that Friendly City 
Food	Co-op	is	neither	profit-driven	nor	non-profit.	
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2.5.3. Good Practice Example #3: OLEÍCOLA EL TEJAR, Spain
Source: https://eltejar.sbsoftware.es/

What is it all about?
Oleicola el Tejar is a second-tier agricultural co-operative that is focused on the integral use of olive 
by-products.	It	was	set	up	in	1967	by	five	co-operatives	in	Spain.	The	company’s	corporate	purpose	is	
the integral use of the by-products of the olive grove, especially the wet pomace resulting from the oil 
mill industry. A part of it is used for animal feeding. From the rest, the orujo olive oil is extracted, which 
is mixed with extra virgin olive oil and then used for human consumption. The waste of that extraction is 
exploited using combined heat and power techniques to generate renewable energy through biomass. 

What is special about their work and their business model?
There is a growing development of the oil producing sector. That means that there is an increase in 
the surface area dedicated to olive crop, as well as an increase in the oil production itself. With that 
increase, the volume of generated waste during the harvest rises as well. As a response to that growth 
and constant evolution in the olive oil industry, Oleicola el Tejar had to constantly adapt and became 
a pioneer in the incorporation of new technologies, like, for example, in the extraction of pomace oil or 
the use of biomass of the olive grove. The company developed processes that achieve the elimination 
of that waste without being a burden on the sector or the environmental conditions. Through their 
innovation and ability to adapt, Oleicola el Tejar managed to become the world’s leading company in 
that sector.

Their innovative use of technology and adaptation skills made them a leading company in the 
agricultural	sector.	Oleicola	el	Tejar	managed	to	grow	from	five	co-operatives	to	240	entities	that	
process olives of more than 80,000 farmers that cultivate more than 400,000 ha of land. Their ability to 
build a strong and huge network has played a big part in their success. 

What is the impact of their activities?
Oleicola el Tejar uses the waste from the olive oil industry to generate biomass energy, animal food 
and a different kind of olive oil. That means that 100% of the olives are used with no waste at the end. 
Therefore, it is a good example for social business that is part of the circular economy. Their ability to 
flexibly	adapt	to	changes	in	the	oil	industry	and	their	big	network	made	them	to	leaders	in	their	field.	As	
a result of their work, Oleicola el Tejar has produced 26,000,000 tonnes of biomass which have avoided 
the emission of 8,000 tonnes of CO2.
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e-MODULE 3: 
(SOCIAL) ENTREPRENEURSHIP - 
Co-operative start-up implementation3

3.1. Co-operative Start-ups in a Real World Environment - Methodologies for 
the Development of Ideas in Innovative Projects (University + sec. school)

1) Teaching plan 
A) Aim:	describe	the	reasons	why	choosing	a	co-operative	to	create	a	business	and	its	benefits.	Provide	
methods to generate ideas for innovative business and how to select the best idea. Show the important 
issues before starting-up a co-operative in a practical way. 
B) Methods: lectures in pdf, videos of the lectures, e-exercises (test); group work; consultation.
C) Needed resources:	computer	or	smartphone	and	wi-fi	access.	
D) Additional information: the presentations include links to external resources to deepen the 
knowledge.

2) Table of Contents for 3.1:

3) Text summary: this chapter explain the reasons why choosing a co-operative in the context of the 
circular economy and the collaborative economy. It also explains different methods for generating and 
selecting	business	ideas	and	the	important	first	steps	in	setting	up	a	co-operative	with	such	a	business	
idea.

3.1.1. Why a co-operative
The circular economy and the collaborative economy
Reasons why choosing this model 
Cooperative principles and values
Benefits	of	the	co-operative

3.1.2. How to generate ideas to create an innovative business
Stages in the process of developing ideas
Techniques to generate ideas
Techniques to select ideas

3.1.3. Steps for starting a co-operative
Is a co-operative right for my business?
Explore your vision and mission
Find the right people
Following steps for starting a co-operative
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e-MODULE 3: 
(SOCIAL) ENTREPRENEURSHIP - 
Co-operative start-up implementation
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3.1.1. Why a Co-operative

The circular economy and the collaborative economy

Relying on system-wide innovation, the goal of the circular economy is to redefine products and 
services to eliminate waste while minimising negative impacts. Driven by a transition to renewable 
energy sources, the circular model builds economic, natural and social capital. On the other hand, the 
consumer today is increasingly aware of the environment and demands a more sustainable use of 
resources and greater transparency from companies. He/she is also increasingly concerned about food 
and demands more organic products.

The	responsible	consumer	realises	that	has	idle	resources,	with	which	he/she	can	make	a	profit,	
either	financially	or	through	the	exchange	of	goods	and	services.	That	is	the	origin	of	the	collaborative	
economy. Given this opportunity and using the accessibility of technology, new and disruptive business 
models emerge. Both the circular economy and the collaborative economy represent a fertile field for 
the exploitation of new innovative business models. Co-operative start-ups are in a position to take 
advantage of the opportunities that arise from this new economic model.

Reasons for choosing this model

Today,	undertaking	a	business	is	a	risky	and	difficult	task,	there	is	a	lot	of	competition,	but	there	are	also	
many	new	niches	in	which	to	develop	innovative	ideas.	For	many	people	who	launch	a	business,	the	first	
thing they do is develop a business plan or choose a legal structure. These are very important aspects, 
but it also requires considering many other aspects.

A person who wants to start a business must work and enhance a series of capacities, such as initiative, 
leadership,	the	capacity	for	risk,	work	and	dedication,	patience,	creativity,	self-confidence	and	the	
capacity for observation and to learn from others.

In any case, in collective entrepreneurship projects, those individual qualities are joined to the collective 
ones. People who work as a team and know how to complement and coordinate each other, know how 
to give the best of themselves and, simultaneously, make those who accompany them in this business 
adventure unfold their full potential. This is one of the many advantages that collective self-employment 
can provide: mutual support and the complementarity of knowledge, skills and abilities.

It is a democratic and participatory company model, based on people and not on capital, which allows a 
greater development of people and teams of people. It transfers to the business world a way of seeing 
life	and	human,	business	and	professional	relationships,	being	as	profitable	as	any	other	legal	form.	
It	manages	to	fix	people	in	their	surroundings,	minimising	uprooting	and	achieving	greater	territorial	
cohesion.

In addition, in a context of crisis, co-operatives manage, thanks to internal flexibility and the ability to 
reinvent themselves, to maintain the jobs created and even continue to grow. In a co-operative, the risk 
is shared between partners. 

Many of the entrepreneurs who have chosen the co-operative as a legal form are young people who 
have seen the solution there to create their own job and not face the challenge of setting up a business 
alone.
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Co-operative principles and values

There	are	seven	co-operative	principles	that	define	how	a	co-op	operates.	These	principles	are	common	
to co-ops all over the world:   

1. A co-op is owned and controlled by its members.	It	exists	for	the	benefit	of	its	members,	who		
 may be customers, workers, suppliers or the wider community.
2. A co-op is democratic – this means every member has an equal say in how it’s run and how  
	 profits	are	used.
3. Every member contributes financially in some way – from buying products, working for the co- 
	 op,	investing	in	it	or	deciding	how	to	spend	its	profits.		
4. A co-op is an independent business owned and controlled by its members.
5. It offers education and training to everyone involved, so they can develop the co-op and   
	 promote	the	benefits	of	co-operation.
6. It co-operates, works with and supports other co-ops.
7. A co-op supports the communities it works with.

Benefits of the co-operative

A	co-operative	is	a	business	or	organisation	owned	by	and	operated	for	the	benefit	of	those	using	its	
services. Profits and earnings generated by the co-operative are distributed among the members, also 
known as user-owners.

Cooperatives have a series of advantages over other types of companies:

 Less taxation: members of a co-operative are only taxed once on their income from the co- 
 operative and not on both the individual and the co-operative level.
 Funding opportunities: depending on the type of co-operative, there are some subsidies or  
 grants available for co-operatives.
 Reduce costs and improve products and services: taking advantage of its size, when they are  
 bigger, co-operatives can more easily obtain discounts on supplies and services.
 Perpetual existence: the co-operative structure brings more continuity to the business.   
 Members can leave the business without causing dissolution.
 Democratic organisation: it ensures that it serves its members’ needs.
 Limited liability of the members.
 Mutual aid and cooperation without speculation.



REPORT

86

3.1.2. How to Generate Ideas to Create an Innovative Business

To create any business, the first step is to have an idea for a new business. Having a brilliant idea and knowing 
how to implement it is the key to success in the business domain. Then, the important thing is to take that idea 
and put it into practice	through	a	profitable	business	model	that	allows	us	to	generate	wealth.	

Here, we present some techniques to develop innovative ideas for your social enterprise.

Stages in the process of developing ideas

Two are three main stages in the process of developing ideas for a new product or service. Every stage has a 
different objective:

Generate ideas: in this stage, we look for many ideas, as much as possible. It is not important if they are good or 
bad because, in this case, there are not really good or bad ideas. We want everything that comes to your mind. 
Innovation is a statistical phenomenon and needs volume to increase the probability of success.
Select ideas: the second stage consists of selecting the idea that, under a series of criteria, has more potential. 
Here the objective is to reduce the number of options, it is a phase in which you seek to keep the ideas with the 
greatest potential to continue working.

Techniques to generate ideas

The key to generating ideas is to make a persistent effort to get your brain thinking, and you also need patience. 
Besides,	the	definition	of	a	brilliant	idea	is	subjective	and	what	you	consider	as	a	great	idea	might	seem	ordinary	to	
other people. The simplest way to get good ideas is to come up with as many ideas as possible. With training, your 
brain gets better and better. The following are good techniques to generate ideas.

1. Bring up 5 ideas a day: it doesn’t matter where they come from or how terrible they are. So let your imagination 
run wild. You can come up with an idea to escape a formidable prison or invent a machine for human beings to fly 
(Productive Club, n.d.).

2. Brainstorming and Brainwriting: brainstorming can be done individually and in groups (but is better in a group). 
It consists of writing down all the words that come to mind that are related to the subject to be developed. It does 
not	matter	if	the	words	are	related	directly	or	indirectly,	as	once	brainstorming	has	finished,	you	have	to	focus	on	
connecting them. Brainwriting is a tool for generating group ideas around a proposed topic. As in brainstorming, it 
is important to establish certain times for its development. Both techniques coincide in their purpose: to generate 
ideas	without	a	filter;	however,	there	are	some	differences	(Design	Thinking	España	n.d).
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3. Expose yourself to a broader experience: your exposure and knowledge determine how far and wide 
your brain thinks. Your thoughts are limited to your circle of awareness. You cannot come up with ideas 
on areas you know nothing about, no matter how powerful your idea generation process is (Productive 
Club, n.d.). You can do that by reading, talking to people outside your family or colleagues and learning 
more about innovation in your area of interest.

4. Analyse the world around you and the market: you can use your day to day experience to think deeper 
about your area. Irrespective of your goals, you’ll have ample opportunities to think of ideas using what 
you see and hear around you. For example, if you are an entrepreneur, you can look at a retail outlet and 
ask yourself, ‘What would I do better if I was the owner of the business?’ (Productive Club, n.d.).
5. Run a contest, scout for ideas from colleges: in some technology and management schools, there are 
incubators to help students generate project ideas, from solar energy to waste management and new 
products. Some companies run competitions at universities and offer rewards. Look at universities in 
your area (Educba, n.d.).

6. Use your thinking time: keeping aside 15–30 min of your time every day to think helps you gain clarity 
to	achieve	your	goals.	Ideas	do	not	only	mean	setting	up	a	new	business	or	finding	a	creative	solution	
to a problem faced by thousands of people. Finding ways to improve yourself in small ways are ideas in 
itself (Productive Club, n.d.).

7. Apply knowledge of one area into another: when you are thinking of ideas, do not inhibit yourself from 
using	your	expertise	across	different	fields.	Look	at	your	entire	knowledge	as	one	gigantic	jigsaw	puzzle.	
As	you	fill	more	pieces,	you	start	realising	the	whole	picture	(Productive	Club,	n.d.).
Techniques to select ideas

If	you	have	reached	this	point,	you	will	find	that	you	have	many	ideas,	tens	of	ideas	written	on	or	on	
a wall full of post-its. Now, what we have to do is select the one that we think may have the most 
potential. For that, you can use some of the following techniques:

1. Tag cloud: it is usually used when we have many ideas, starting from 100. The process consists of 
writing down each idea on a post-it and grouping them by common themes with a title that reflects the 
idea. In the end, what we achieve with this technique is to create more powerful concepts and ideas, 
integrating different options.

2. Vote: it is a classic technique, although you can apply different variants. It can be a freehand vote 
within the team or a collective vote if you open the vote to an entire organisation. You can also apply a 
‘vote by pairs’, which consists of comparing ideas 2 to 2. You can use the free online tool Allourideas.
org, which allows you to buy the ideas entered 2 to 2 and makes a ranking with the most interesting 
ones.

3. Consensus: the team discusses the best and worst options it has on each of the ideas to reach 
agreements. You can apply “The Six Thinking Hats” by Edward de Bono to adopt the different roles and 
find	out	what	are	the	pros	and	cons	of	each	of	the	ideas	to	finally	get	the	best	ones.

4. Punctuation:	a	final	selection	technique	is	to	score	the	ideas,	value	them	numerically	from	a	scale.	It	
is about preparing a checklist with a series of variables and criteria to rate the ideas and get a ranking 
with the best ones.

5. The ‘six thinking hats’: is a really useful approach used to look at decisions from a number of 
important perspectives. This forces you to move outside your habitual thinking style and helps you to 
get a more rounded view of a situation. This tool was created by Edward de Bono.
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3.1.3. First Steps for Starting a Co-operative

Once you have chosen an idea for a business and you have decided to create your social enterprise, 
there are a lot of things to think about and prepare for. 

Is a co-operative right for my business?

If this is your idea, your business, and you want to keep control, then maybe a co-op isn’t for you. 
However, if you are open to involving others with the same level of ownership and control, then a quick 
run through this section should reassure you that you’re on the right track. 

Some believe that capital gains should not be the focus of their decisions and that the important thing 
is the people who join the project. This is the philosophy of start-ups that adopt the co-operative as a 
legal form. Many choose the co-operative as a matter of personal criteria because they are clear about 
the type of relationship they like to have between people, work and capital because they want to start 
a company in which each member of the team has the same voice. In a co-operative, it is important 
to meet the needs and that each person has the same rights as the rest, regardless of their role and 
contributed capital. The founders of a co-operative do not seek to constantly scale or obtain a high 
return on investment.

If you feel that a co-operative is right for your start-up, you should start to understand who should be 
involved	in	your	co-operative.	One	of	the	first	things	recommended	is	an	exercise	to	understand	what	
your collective vision is.

Find the right people
In the work co-operative, the person becomes the axis on which all the machinery of the company 
turns. For this reason, the choice of the people who will be part of the business project is an important 
objective and must be taken into account when starting it up.

In this way, members of the co-operative must put their best qualities at the service of the co-operative, 
which can be innate or acquired and perfected with training, experience and a desire for progress.
The success or failure of the project will depend to a great extent on the choice of the people who will 
undertake the journey with us. 

Teamwork is, in the case of co-operatives, an intrinsic principle of their philosophy based on 
collaboration, equality and mutual help.

In order to maintain good relations within a co-operative, it is important that each person has an area of 
responsibility and that there are no overlaps in decision-making, although decisions often must be made 
jointly. People must complement, support and bring out the best in themselves and in other people.

The people who constitute a work co-operative are distinguished from other businesses because they 
contribute their work as an essential requirement, regardless of their contribution of social capital. 
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Explore your vision and mission

When you have an idea of who will be involved in the early days in setting up the start of your co-
operative, it is useful to undertake a visioning process. This process:

 ensures that the people involved have a common vision,
 it’s something that you will use in your business plan.

Many business plans have a ‘vision, mission, and values’ at the beginning. Vision is simply how you 
ideally see the world in the future. Values refer to how the organisation operates, which is more about 
the culture it wants to create: honest, transparent, entrepreneurial, authentic, collaborative, etc. This 
tends to be more useful and relevant as you build a team around your idea.

The common vision will lead to specific objectives. These will be an important part of the governing 
document of your legal structure. Your vision, mission and objectives can be linked to the social impact 
of the co-operative.

The mission is a way of explaining what is the central purpose of the social enterprise that is being 
created. Setting the mission is important because it helps social enterprises in planning to ensure they 
are on the right path and knowing if they are achieving their goals. It is also what differentiates social 
enterprises from conventional companies, whose main objective is to generate as much money as 
possible. Describing your mission will help you in the future because many people will want to know 
which it is. That includes people who could buy your products and services, people who could be part of 
your co-operative or people who could support it in some other way.

Your mission will also be included in the documents that you must create when establishing your co-
operative (the bylaws). It is important to find a balance in your social mission to ensure that it is tangible 
enough while allowing the business to develop. What all the social entrepreneurs have in common is 
that they have a clear mission that moves them to create a social enterprise.

Following steps to create your co-operative
Once you have an idea and know why you want to start a business, it’s time to develop your idea. Most 
likely, you already have something in mind after learning what you have studied so far. However, it is not 
enough to just think you have a good idea and go for it. You have to check that there is a need. You also 
have to start addressing whether this idea is sustainable or not.

If	you	need	outside	financing	to	start	your	business,	a	business plan is necessary. It will be required by 
the banks or investors. A business plan is a roadmap that outlines the things you need to do in order to 
reach your goals.

Consider the needs for your business: Where is your business based? What equipment do you need? 
What suppliers will you use? Which are the staff requirements? How much money do you need? The 
business plan will be developed in Chapter 3.2. 

You need to test your business idea. Is it a viable business? What is a viable business? To know that, 
you could prepare a feasibility study or market plan (see topic 3.3). For that, you should conduct market 
research, evaluate your target audience, research the competition and, lastly, to test your idea (service or 
product). It’s time to speak to your potential customers, present them your business idea and get their 
feedback.

Then, you will need to fund your business and commercialise your products or service (Chapter 3.4).
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3.2. Application of Innovative Business Models 

Setting up a Business: Documents Needed, Legal Issues, Preparing a Business Plan (University + sec. 
school)

1) Teaching plan  
A) Aim: To understand the way to transfer their idea into reality through the development of their own 
business models.     
B) Methods: guided e-learning; individual work; group work; guided e-learning; e-exercises  
C)	Needed	resources:	computer	and	wi-fi	access	
D) Additional information: / 

2) Table of Contents for 3.2: 

3) Text summary: 
Students are able to examine the ways to implement business models correctly through practical 
activities and also set up their business by taking the right steps. By the completion of the module, they 
will be able to understand all the legal issues to set up a business and how to prepare their business 
plan as well as their pitch so they can present it in public.  

3.2.1. Guide on How To Set Up Your Business Model

3.2.1.1. What Is a Business Model?
First,	let’s	begin	with	a	definition.	A	business	model	describes	how	an	organisation	creates	and	delivers	
value. The value here is used in its broadest sense, and it’s not only in terms of economy but also 
regarding any other value, such as social value.
Business	models	are	referred	to	as	the	blueprint	of	how	a	business	‘operates’.	More	specifically,	a	
business model:

·     Describes how the business selects its customers
·					 Identifies	and	differentiates	its	products	and	services
·					 Defines	the	business’s	internal	and	external	responsibilities
·     Outlines the distribution of the available resources
·				 Specifies	the	means	to	be	used	by	the	business	to	become	useful	to	its	clients	and	to	benefit		
	 from	its	profits.

3.2.1. Guide on how to set up your business model 
3.2.2. Guide on how to prepare your business plan
3.2.3. How to launch a social co-operative (a step-by-step guide)
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3.2.1.2. Why Is It Important To Have (Innovative) Business Models?  
It has been observed many times in these years of uncertainty and risk that many companies that were 
considered successful disappeared from the business map. The easy answer to the question ‘Why is 
this	happening?’	is	the	financial	crisis.	But	is	this	the	truth?	If	so,	why	do	other	companies	succeed	and	
launch despite the recession?

The answer to this question is that these disappearing companies did not attempt to go through  the 
process of changing their business models. They did not manage to adapt their business models 
to the new market conditions and the economy. Of course, it is taken for granted that in order to 
create business models that will differentiate them, they are required to apply all the good practices 
of ‘business’, such as project management and branding (and not just that!). First and foremost, a 
business needs two essential elements:  clear orientation and innovation. The comparative advantage 
of companies today and in the future will be based on the adoption of innovative business models rather 
than innovative products/services and/or processes.

3.2.1.3. Business

Models in Social (Cooperative) Entrepreneurship

As mentioned in the previous modules, social entrepreneurship is based on business techniques and 
approaches in order to solve social, cultural and environmental problems, such as poverty eradication, 
improving living standards, supporting vulnerable populations, etc. However, one of the main objectives 
is	to	maintain	viability	and	self-sufficiency	by	reinvesting	the	profits	resulting	from	various	operations	of	
the	social	enterprise	to	fulfil	the	mission.

Source: Guclu, Dees and Anderson, 2002

The need for revenue-oriented operations for social enterprises means the need to create a unique 
business model of operation, in the context of the coexistence of business principles and rules, market 
characteristics and values such as competitiveness, diversity, openness, innovation, combined with the 
need that society itself creates; therefore, offering social value.
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3.2.1.4. How To Design a Social Business Model?

There are several tools you can use to design a business model. The most famous is the Business 
Model	Canvas,	a	tool	that	allows	you	to	define	all	the	different	parameters	that	affect	your	business	
and/or are affected by it. The well-known Business Model Canvas (BMC) has been used by thousands 
of start-ups around the world to capture and articulate the basics of the business model. However, in 
social entrepreneurship, the BMC fails to formulate the key motivating factor, its Social Purpose, which 
is so often at the heart of a social enterprise. This tool helps the team to develop a social business plan 
focused on its deep social purpose.

Business Model Canvas VS Social Business Model Canvas
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The Social Business Model Canvas is divided into 13 blocks. In comparison to the Business Model 
Canvas, it takes the following aspects into account:

·				 The	component	‘Segments’	is	divided	into	‘beneficiary’	and	‘customer’.	This	supports	the	belief		
	 that	beneficiaries	often	do	not	pay	anything	but	are	crucial	for	the	business	model.
·     The Value Proposition consists of the elements ‘social value proposition’, ‘customer value  
	 proposition’	and	‘impact	measures’,	which	define	how	you	control	your	social	impact.
·     The type of intervention describes the type of product that will deliver the value.
·     Besides partners, the canvas includes the key stakeholders that are/should be involved in your  
 programme.
·					 The	component	‘Surplus’	describes	where	you	plan	to	invest	your	profits	(Social	InnovationLab,		
 2013).

3.2.2. Guide on How To Prepare Your Business Plan

3.2.2.1. What Is a Business Plan?

In simple terms, a business plan is a road map that describes in detail how a business, especially a 
start-up,	defines	its	objectives	and	how	it	will	accomplish	its	goals.	It	covers	the	marketing, financial, 
and operational standpoints of a business. It is especially useful for new businesses because it keeps 
them on target. Most importantly, you will need to present your Business Plan to investors or to a lending 
institution,	such	as	a	bank	or	a	microfinance	institution,	to	obtain	a	loan.

A	business	plan	is	a	roadmap	for	your	business	that	outlines	specific	goals	and	details	on	how	you	plan	
to achieve those goals. The business plan records what needs to happen, why, when and how much the 
investment will cost. A well-structured business plan is the best way to show bankers and investors that 
you	deserve	their	financial	support.	
 

3.2.2.2. What Is the Difference Between a Common Business Plan and Social Business Plan?

The social business plan has many similarities but also differences from that of any other business. A 
social business plan should pay attention to the following:

 To clearly state the social benefit, i.e., the social need that the entrepreneur has diagnosed as  
 well as the way in which he/she will cover it, through the provided products and/or services of  
 the Social Business.

 To record the social and environmental impact that the Social Business has, that is, the impact  
 that its operation has on the level of local society, environment, and the observance of its   
 democratic character.

 To indicate the composition	of	the	business	team	and	the	specific	positions	held	by	the		 	
 employees. In many cases, they should also provide the opportunity for participation of at least  
 40% of employees from vulnerable social groups.

	 To	define	the	distribution	of	profits	as	indicated	by	the	national	legislation	(cash	reserves,		
 employees’ wages and productivity incentives, business activities and job creation).
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3.2.2.3. How To Create a Social Business Plan

Εvery	business	needs	a	business	plan.	What	is	different	for	each	company	is	the	specific	need,	which	
must be considered in shaping the content of the plan and the audience that the plan will be addressed. 
However, there are some standard steps that can ensure the development of a strong business plan when 
followed properly.

There are two main types of business plan, the traditional format and the lean format, which you can use 
as guidance. The traditional business plan is lengthy (10–20 pages), very detail-oriented, comprehensive, 
and	it	is	more	suitable	when	you	request	financing	from	traditional	sources.

The	lean	business	plan	is	very	short	(usually	1	page).	It	is	more	suitable	if	you	request	financing	from	
more alternative sources, such as crowdfunding. It has the format of a table which presents the main 
parts of a business that must be organised when it is set up. These parts are the blocks of the table 
where you can take brief notes for every business part.

By far the most important unit of a detailed and extensive business plan is the Executive Summary. If 
the purpose of the business plan is to present it to investors and banks, then special attention should 
be paid to the way it is written. The executive summary is the one that will be sent initially to potential 
investors. If they are interested in what they are reading, the entrepreneur will then be invited to a detailed 
presentation of his/her business plan.

However, although the executive summary is at the beginning of the business plan, it is always written in 
the end, consisting of 2 pages (max.) and drawing information from the other sections. So, keep in mind 
to follow the right steps in the right order.  



REPORT

96



REPORT

97

3.2.3. How to Launch a Social Co-operative (A Step-by-Step Guide)

Nowadays, there has been a massive shift towards social co-operative enterprises in many European 
countries, carried out by thousands of young unemployed or underemployed. In many countries, the 
dramatic increase in the unemployment rate and poverty combined with the prolonged crisis of the 
welfare state creates the conditions for the development of these types of enterprises which are mainly 
oriented towards local development initiatives in the re-integration of the long-term unemployed and the 
fight	against	social	exclusion.

But how can you launch a social co-operative enterprise?

A. Things you need to know:

Choose the legal form

The legal structure of your business is very important because it affects the taxes you pay, the money 
you can raise, the paperwork	you	need	to	file,	and	your	personal liability. You must carefully choose 
your business structure. For this reason, you should consult with business counsellors, attorneys, and 
accountants	before	you	register	your	business,	get	a	tax	ID	number	and	file	for	the	appropriate	licenses	
and permits. We advise you to always check with the co-operative organisation of your country or region 
for advice since the requirements and procedures vary from one country or region to another.

Useful tips to start a social enterprise:
• Consult regional and national rules, depending on who has authority over the development of  
 social enterprises in the location where you wish to start your business.
• Choose a legal form for your social enterprise based on the region’s rules since there is a variety  
 of modalities, such as co-operatives, foundations, associations, labour societies, and so on.
• According to the legal entity of the business, the relevant laws and regulations along with the  
 required procedures must be examined thoroughly before they are carried out.
	 Finally,	remember	that	starting	a	social	business	is	like	starting	a	traditional	firm.	The	main		
 distinction is in the business’s corporate mission, which is to pursue the members’ collective  
 interests or the broader economic or social interest.
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3.3. Market Research and Added Value of Students Idea (University)

1) Teaching plan  

A) Aim: to provide useful information on the way that one can promote a business and how to 
successfully implement it.       
B) Methods: guided e-learning; individual work; consultation; guided e-learning; individual work; 
e-exercises  
C)	Needed	resources:	computer	and	wi-fi	access	
D) Additional information: / 

2) Table of Contents for 3.3: 

3) Text summary: 
Market research has been proved as an essential part of the success of a business. Using the right tools 
for the promotion of your enterprise, understanding and competing with your competitors will lead you to 
success. You just need to exercise your market skills.   

3.3.1. Market Research and Added Value: An Introduction

3.3.1.1. What Is Market Research?

Market Research deals with the retrieving of information regarding the size and the tendencies of a 
specific	market.	Market	research	means	the	systematic	collection,	editing,	analysis	and	interpretation	of	
information that provide solutions to problems and is associated with decisions that play a key role in the 
business operation (primarily in marketing).

During market research, a multitude of different questions arise, such as:

 Who buys and respectively who sells?
 What do consumers buy, and what do sellers sell?
 Where do the customers buy, and where do the sellers sell (points of purchase and sale)?
 When (and how regularly) do the customers buy, and respectively when do the sellers sell?
 How consumers buy, and how sellers sell (criteria, buying/selling methods)?
 Why	do	customers	make	specific	choices,	and	how	competitors	respond?

 

3.3.1. Market research and Added value: An Introduction 
3.3.2. Key steps of successful market research 
3.3.3. How to add (social) value to your social business 
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New products in existing markets: 

Market research can reveal the readiness 
(and thus the possibility) of an existing 
market to adopt new products

New products in new markets:

Market research can highlight uncovered 
customers’ needs and provide knowledge 
on markets that you are not familiar with.

Existing products in existing markets:

Market research can measure the 
customers’ satisfaction and help you 
recount ways for maintaining your
competitive advantage.

Existing products in new markets:

Market research can help you trace new 
markets where existing products can 
flourish.

Source: Ansoff Matrix, 1960

Obtaining	this	type	of	market	data	is	a	necessary	first	step	for	growing	a	new	social	business	and	
determining the optimal business strategy and operation.

3.3.1.3. What Is Added Value?

The main mission of a company is to create value, which means increasing the ‘available wealth in the 
economy’ through productive enterprises (Borello, Bottollier-Depois and Hazard, 2012: 113). However, the 
dilemma that arises here is the following:

Do things have value because they cost?

Or

Do things cost because they have value?

Value	is	defined	as	the	very	fact	through	which	the	thing	is	the	effect	of	the	productive	action	or	product	
of human work. In most economic theories, the value of an asset or service is differentiated by the price 
and	define	the	latter	as	the	result	of	negotiation.

In a completely competitive free market, producers accept the price of a commodity when it is greater 
than or equal to the cost of production (value of their labour), and the consumer will accept the price 
when it is lower than or equal to the estimated product satisfaction capacity (price in use).

Therefore, the main impact of social enterprises and innovative innovations will be reflected in the 
increase of individual capacities, the quality of relationships between people and the development of 
share capital. We call this social value, which is a value that is even more closely linked to individuals’ 
perceptions and the situation they are experiencing, their ideas, their vision and their morals. This is a 
Western moral value developed around the concept of sustainable development.

3.3.1.2.  Market Research and Business Strategy



REPORT

101

Value	is	defined	as	the	very	fact	through	which	the	thing	is	the	effect	of	the	productive	action	or	product	
of human work. In most economic theories, the value of an asset or service is differentiated by the price 
and	define	the	latter	as	the	result	of	negotiation.

In a completely competitive free market, producers accept the price of a commodity when it is greater 
than or equal to the cost of production (value of their labour), and the consumer will accept the price 
when it is lower than or equal to the estimated product satisfaction capacity (price in use).

Therefore, the main impact of social enterprises and innovative innovations will be reflected in the 
increase of individual capacities, the quality of relationships between people and the development of 
share capital. We call this social value, which is a value that is even more closely linked to individuals’ 
perceptions and the situation they are experiencing, their ideas, their vision and their morals. This is a 
Western moral value developed around the concept of sustainable development.
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3.3.2. Key Steps for Successful Market Research
Creating a product is not enough to ensure its successful course. You may develop a seemingly or 
technically good product, but it has no impact on the market. In most cases, this is attributed to the 
inability of anticipating the desires of consumers as well as the utility they seek. Market research acts as 
a	bridge	between	business	and	consumers	and	helps	the	first	interpret	the	latter’s	attitudes	towards	a	
product and predict their reactions.
To conduct a successful market research, you will need to follow the right steps: 

Key steps for successful Market Research 

 

3.3.3. How To Add (Social) Value to Your Social Business

Added value is a very important tactic used by companies to both gain and retain their customers, 
enhance their brand awareness and differentiate their position in the market. Added value is something 
that can make a product/service stand out from the competition. It can be a unique mixture of add-ons to 
your solution.

Creation of added value
   
The Social Value Principles provide the basic building blocks for anyone who wants to make decisions 
that	consider	this	broader	definition	of	value,	to	increase	equality,	improve	prosperity	and	increase	
environmental sustainability. They are generally accepted principles of social accounting and are 
important for accountability and maximising social value.

Adopting the Principles of Social Value will sometimes be challenging as they are designed to make 
invisible value visible. Value is often invisible because it relates to outcomes experienced by people who 
have little or no power in decision-making. Applying the Principles will help your Social Business become 
more accountable for what happens as a result of its work, which means being accountable for more 
than whether the business has achieved its objectives. 
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3.4. Commercialisation Process of Innovative Idea and Financial 
Management of Co-operative Start-UPS (University + sec. school)

1) Teaching plan 
a) Aim	to	explain	the	process	of	commercialisation	of	an	idea	and	the	financial	plan	of	a	start-up
b) Methods: lecture, guided e-learning, group work
c) Needed resources: computer	or	smartphone	and	wi-fi	access.
    Jamboard app https://edu.google.com/intl/es-419/products/jamboard/
d) Additional information: The presentations include links to external resources to deepen the knowledge.

2) Table of Contents:

 
3) Text summary:  

Commercialisation is placing and introducing a new, improved or enhanced product to different markets 
and just making it available for purchase or usage. It includes marketing, selling, distribution and 
support of the innovative idea or product. The development and commercialisation of the innovative new 
product are integrated and usually intertwined. The key parts of development and commercialisation are 
explained.	A	financial	plan	for	a	start-up	is	an	important	part	in	business	planning,	and	it	is	created	after	
the product is created or at the same time. It consists of different documents i.e. statements that give 
an	overview	view	of	the	financial	situation	of	start-up	during	a	particular	time	period.	The	three	most	
important statements that one start-up needs are a cash flow statement, an income statement and a 
balance sheet.   

3.4.1.   Introduction to Commercialisation

Commercialisation is placing and introducing a new, improved, or enhanced product to different markets 
and just making it available for purchase or usage. It includes marketing, selling, distribution and support 
of the innovative idea or product.
The development and commercialisation of the innovative new product are integrated and usually 
intertwined. New business is facing many unknown questions, and the creation of innovative ideas 
requires lots of creativity.
The most important part of the development of the product is the role of consumers, and there are several 
ways like research, questioners, available data, etc., where we can obtain feedback from consumers. 
The information we often need from consumers is their knowledge about the product, motives of buying 
desired product or service, factors that have an influence on consumers shopping behaviour, the cost-
effectiveness of product, the demographic and social background of consumers that are the target group 
for product/ service, product development is often described as ‘pre-commercialisation and development 
process consist of several stages’.

 

3.4.1. Introduction to commercialization
3.4.2. Development of product and commercialization of innovative idea
3.4.3. What	is	a	financial	plan
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Fig. 3.1:  The commercialisation cycle (Schaufeld, 2015).

3.4.2. Development of the Product and Commercialisation of an Innovative 
Idea

Development includes creation and evaluation of product idea, development of the innovative product 
concept, testing and business case analysis (BCA), the creation of a product, such as manufacturing, 
production, lab testing, sensory testing, etc., depending on the type of product and marketing of half 
product, or preliminary consume testing.
Commercialisation includes marketing testing and validation of the innovative idea/product, launch and 
evaluation of a new product.
Creation of product idea involves using thinking tools like brainstorming, marketing insight, consumer’s 
idea, trends and social media info on what can be changed in existing products or a business. Upon 
coming up with an idea, or several of them, analysis over practical and usefulness of them can be done 
through several tools described below.
Business case analysis (BCA) is one of the most important aspects in the development process as it 
includes	cost	and	profitability	of	idea	and	estimate	investment,	technological	and	all	the	other	costs	of	
the product. In this step, the product is accepted or rejected for further innovation /production. It is a 
process	that	examines	the	opportunities,	alternatives,	project	stages	and	financial	investment	to	make	a	
recommendation for the best course of action that will create business value (Anonymous, 2021).
Marketing testing and validation of the innovative idea/product is used to identify how the product 
will be used in a real environment and gives valuable information about the product, it helps a start-
up to become known to its customers, involve customers in their work, and it is the last stage for the 
improvements.
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Launch of the new product includes advertising the product trough media channels, social media, 
offering a discount to familiarise customers with the project, offer a price discount to the supply chain to 
visualise the project in shops, markets.
Evaluation of a new product is the last stage of the development of an innovative product, and its role is 
to objectively overview all the stages, especially the marketing campaign, to gain insight into the type of 
consumers and analyse feedback data on the product upon being on the market for a certain period of 
time. 
Marketing test goal is to improve the success of the product launch. The marketing plan will be launched 
on	a	smaller	scale	to	a	part	of	a	market,	quickly	analyse	how	to	improve	and	refine	the	plan,	and	then	
launch to the full market. This way of testing is good to get feedback from consumers in a real situation 
in supermarkets. Though it is a very good marketing strategy, it needs planning and choosing duration of 
testing, selection of test markets, determination of sample size. 
The Launch of the product is the beginning of the implementation of a sustained marketing plan, a plan 
that will be analysed, evaluated, and adjusted throughout the product life cycle (Anonymus, 2021).
Media advertising strategies can be different but usually involves price discounts, press releases, 
TV advertising, billboards, social media releases, influencers testing a product on social media, etc. 
Demonstration and supermarket tasting of the product can be a very effective advertising strategy (Earle, 
1999).
Evaluation: when the product is launched, it needs constant evaluation to gain consistent long-term 
profit.	The	important	areas	are:	quality	and	efficiency	in	production,	which	involves	all	from	raw	material	
to	proper	functioning	of	production	equipment	to	packaging	and	distribution.	Quality	and	efficiency	in	
marketing, includes constant monitoring of the consumers’ satisfaction with the product, sales, whether 
the price is in-line with the competition, as well as competitive strategies to lower the visibility and sale 
of the product. Nutrition, and health and safety, as a part of regular quality control, environment pact 
including physical, social and legal due to waste recycling. Customer response in the long term, their 
acceptance and willingness to buy the product repeatedly, and feedback on how to make improvements 
what	is	also	in	close	relation	to	start-up	fit	or	how	the	product	is	in	line	with	other	start-ups	products,	
does	it	improve	their	acceptance	on	the	market.	Sales,	finances	are	also	evaluated	on	a	monthly	basis	
(Earle, 1999).
Consumption demand and product quality are two main factors affecting the business models of all the 
start-ups operating in the food supply chain regardless of their positions in the chain (Nosratabadi et al., 
2020). 
Web platforms to evaluate the design and concept in the early stage of evaluation and focused on 
individual sales (https://www.etsy.com/). 

 

3.4.3. What Is a Financial Plan?

A	financial	plan	for	a	start-up	is	an	important	part	of	business	planning,	and	it	is	created	after	the	product	
is created or at the same time. It includes resources, equipment, materials and activities to achieve the 
goal,	which,	in	case	of	the	food	chain,	is	placing	a	product	on	the	market	and	making	a	long-term	profit	
from	it.	Many	start-ups	need	their	business	to	be	sustainable,	profitable	and	predictable.	
A	financial	plan	also	helps	in	finding	investors.	Potential	investors,	along	with	a	well-developed	idea	will	
focus	on	the	financial	part.	In	case	of	needing	a	bank	loan,	it	shows	that	the	entrepreneur	has	a	well-
developed plan to grow the business. 
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3.4.3.1. Components of a Financial Plan

 
Fig 3.2: How to write a successful financial plan for your start-up (Betenson, 2021).
 
The	financial	plan	of	a	start-up,	whether	the	company	is	new	or	existing,	and	in	regard	to	the	
development of product should include: 
Investment budget or setup costs include the investment that is needed to start the business or place a 
product on the market. Start-up investment has to last until the later phase of developing and marketing 
the	product.	Start-up	costs	are	the	minimum	you’ll	need	to	get	started.	These	costs	are	usually	for	office	
renting, equipment, personnel, business registration fees, vehicles, etc.
Financial budget	is	the	amount	of	cash	that	the	start-up	will	need	to	finance	start-up	investment	and	
also the operating cost on a monthly basis.
Cash flow statement describes the current cash situation in the start-up for a certain period of time. It 
is up to the start-up organisation to decide on a timeframe, but usually, it is made monthly, quarterly 
and annually. A cash flow statement describes how much cash is spent, i.e., expenses of a start-up, for 
example, over one month. 
Cash flow constitutes three parts: operational, which includes cash flow from current assets and 
liabilities;	investment	cash,	which	include	buying	or	selling	long	term	assets	and	financial	cash	change,	
like the return of the loans, buying shares or equity capital.
Additional source: Cash flow small business: https://frugalentrepreneur.com/2020/01/a-guide-to-
managing-cash-flow-in-your-small-business/Income statement.
Income statement	or	profit	and	loss	statement	show	how	the	start-up	performs	over	a	certain	time	
period, mostly quarterly or annually, and includes all income and expenses. It can also show the 
feasibility of the business idea for the start-up business.
What is included in income statements depends on the type of business, but almost all have the following 
components: 

• Revenue: money earned during the calculated period 

• Expenses: money spent during a calculated period 

•	 Gross	profit:	profit	after	the	deduction	of	the	manufacturing	and	sale	of	the	product

• COGS (Costs of goods sold): direct production costs

• Operating income: income directly connected to the main business of the start-up 

• EBT (Earnings before taxes): earnings with COGS and operational expenses deducted from gross  
 sales 

• NI (Net income): Income left after deduction of taxes 

• Depreciation: the loss of the value of assets over time 

• EBIT- Earnings before payment of taxes, interest and amortisations (Stobierski, 2020)



REPORT

109

Additional read:  https://fourweekmba.com/income-statement/  
A balance sheet	is	a	start-up’s	financial	document	consisting	of	assets,	liabilities	and	equity	accounts	
at	a	certain	date	that	displays	the	start-up’s	financial	position.	It	is	the	overview	of	a	start-up’s	business	
loans, earnings, investments, tax, etc., and can help investors or key stakeholders quickly develop an 
overview	of	your	business’s	financial	health.
To	prepare	an	accurate	balance	sheet,	the	start-up	must	define	a	period	and	identify	assets,	liabilities	and	
calculate either its own or stakeholder equity. During the preparation, it is important to carefully calculate 
all the items added. It is essential to avoid writing miscalculations or incorrectly entered transactions, 
expenses or earnings, etc.
Assets are resources and goods owned by a start-up, and they can be current or non-current.
Current assets: includes cash or what can be turned into cash in one year. Generally, it includes cash or 
cash equivalents, prepaid expenses, inventory, marketable securities and accounts receivable (Stobierski, 
2020).
Non-current assets: assets that start-up will not turn into cash in one year time, but long-term 
investments like the purchase of property, equipment, trademarks, etc.  
Liabilities:	financial	obligation	and	debts	of	the	start-up	to	its	creditors.	Generally,	this	includes	rent,	
utilities, taxes, loans, etc. As assets, they are also current and non-current.
Current liabilities: those that will last for a one-year period or are recurrent, like monthly rent, utilities, 
interests, short-term loans, etc. 
Non-current liabilities: those that will last for several years, like long-term loans, leases, etc.
Equity describes the net worth of a start-up and can differ whether it is the start-up’s own equity or the 
shareholder’s equity. Simply, it is the amount of cash left after the liabilities are paid and assets sold. 

The balance sheet equation is simple either is: 

Assets = Liabilities + Equity,

Or

Equity = Assets – Liabilities.

Sales forecast is one of the most important parts of a start-up business idea as it allows the decision 
makers, i.e. the manager, to plan and foresee the aspect of developing, commercialising and marketing 
a product. To develop a reliable forecast, it is important  to ensure communication between the start-
up’s employees and stakeholders (if applicable), who are responsible for different parts of the start-up, 
like production, sale, procurement, etc., management and their ability to give reliable information to a 
forecaster.	Sales	forecast	not	only	includes	profit	from	sales	but	where	to	place	the	product,	discounts,	
supply chain of goods, transport, etc.  



REPORT

110

The most often used ratios
In preparation of an income statement, some ratios/statements can also be included as they give a more 
detailed	financial	overview.

Common size ratio is the comparison of one line/item of either the income statement or balance sheet to 
the whole. Each line is calculated as a share (percentage) of the total amount on the income statement. 
It is usefully to see what line/item plays a big part in the business costs so that a correction or changes 
can be made.

Current ratio, i.e. working capital ratio shows current liquidity of a start-up (if the start-up can pay itself) 
and the ability to meet short-term obligations. The formula for calculation is: current assets/current 
liabilities.

Values above 1, and especially around 2, are considered balanced as assets are double than liabilities, 
and	start-ups	have	solid	financial	ground.

Debt to asset ratio measures the amount of total debt to the number of total assets of the start-up and is 
calculated from the balance sheet by dividing total debs with the total assets
This calculation is helpful and often needed if investors are required, and it shows them whether the 
start-up	is	financially	stable.	The	higher	the	ratio,	the	higher	the	risk	is	for	the	investors	to	invest	in	as	it	
measures if the start-up has more debts than equity.
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3.5. Environmental Issues and Their Impact on Business: Ecolabels and 
Environmental Certificates (University)

1) Teaching plan 
A) Aim: enable people to get to know different Ecolabels and to be able to judge  for what purpose 
they exist. As a result, a basic knowledge should be built up so that the labels can be differentiated 
independently, and it should be understood what can  be done with the different Ecolabels.
 B) Methods: e-lecture; group work; e-exercise; individual work; consultation
	 C)	Needed	resources:	computer	and	wi-fi	access
 D) Additional information: /

2) Table of Contents for 3.5:

3) Text summary:
As many types of Ecolabels have emerged in recent decades and there is a great   
diversity in terms of their objectives, it is very important to distinguish between their purpose, impact and 
trustworthiness. It is crucial to know who circulates the ecolabels, what purpose they serve and how the 
labels influence the behaviour of producers and consumers. 

Environmentally sustainable products can make a valuable contribution to improving dynamic 
adjustments in all areas of sustainability for both producers and consumers. Producers can couple 
this with their quality management and controlling. Consumers can use it to make their lifestyle 
easier. Whether consumers are ‘greenwashing’ with their buying behaviour or can really contribute to 
sustainable change depends on the meaning and purpose of the logo used.
 

3.5.1. Background, Definition and Types

Background
Ecolabels arose with the demand for environmentally friendly products because of growing 
environmental concern at the side of costumers to be integrated in their decision-making processes. 
On the supply side (producer/seller) Ecolabels were mainly seen as support tools to influence decision-
making processes of their customers to influence the purchase decision to buy their products. Based 
on	REISCH	(2001),	the	Blue	Angel,	the	first	government-sponsored	Ecolabelling	scheme,	launched	in	
Germany in 1977.

Ecolabels have their roots in the International Organisation for Standardisation (ISO), where ISO 
Standards for Environmental labels and declarations have been standardised. Prior to the creation 
of	the	first	creations	of	Ecolabels	the	ISO	started	to	develop	a	series	of	international	environmental	
management standards with the ISO 14000 family. The ‘Environmental labels and declarations’ 
form a base of guidance standards for the development of Ecolabels (International Organisation of 
Standardisation, 2019):

3.5.1. Background,	definition	and	types
3.5.2. Environmental marketing and its impacts on consumers
3.5.3. Possible other strategies to convince consumers of the 

environmental/social added value of the product(s)
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· TS EN ISO 14020 Environmental labels and declarations - General principles
· TS EN ISO 14024 Environmental labels and declarations - Type 1: Environmental labelling - 
Principles and methods
· TS EN ISO 14021 Environmental labels and declarations - Type 2: Environmental labels - Self-
declaration of environmental claims
· TS EN ISO 14025 Environmental labels and declarations - Type 3: Environmental declarations - 
Principles and procedures

Definition
Ecolabels	can	be	defined	as	‘labelling	systems	for	food	and	consumer	products	which	represent	a	form	
of sustainability measurement to take environmental concerns into account when shopping…’ (Rubik and 
Frankl 2005).
Ecolabels are usually differentiated from ‘Ecolabels’ (voluntary use) and ‘Green Stickers’ (mandatory use)
Ecolabels must not be confused with ‘brands’ (company trademarks that do not have to comply with 
certain sustainability aspects)

Types
According to Ecolabelindex (2021), there are 455 Ecolabels in 199 countries and 25 industry sectors 
available worldwide. In terms of credibility and sustainability, these Ecolabels range from very weak to 
very strong examples. In the following, the requirements of some exemplary examples of widely used 
labels are shown. Where available, positive and negative assessments of the respective Ecolabel are 
listed in the report of the independent NGO Greenpeace (Zeichen-Tricks II 2021). From the ecologic and 
social	perspective,	wide	differences	can	be	identified	throughout	labels	whether	productive	aspects	
outweigh counterproductive aspects or not. This is shown, for example, by a study of 26 most common 
Ecolabels in Austria where 15 Ecolabels were evaluated with Very trustworthy or trustworthy and 15 
with particularly sustainable as well as 11 with little to not trustworthy and/or even counterproductive 
regarding sustainability (Zeichen-Tricks 2018).

 EU energy label (mandatory)
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· Available since 1992.
· Following the EU Directive 92/75/EC.
· Energy consumption labelling scheme.
· Decent products must be labelled with EU Energy Label (e.g. cars, bulbs, electric machines like  
 refrigerators and washing machines, motors, etc.).
· Common EU wide minimum standards to eliminate the least performing products from the  
 market.
·	 Key	driver	for	helping	consumers	choose	products	that	are	more	energy	efficient.	At	the	same		
	 time,	it	also	encourages	manufacturers	to	drive	innovation	by	using	more	energy	efficient		
 technologies; Manufacturers are keen to see their energy-labelled products in the highest  
 available category when compared to competitors. Therefore, it is likely that manufacturers who  
	 sell	appliances	in	the	less	efficient	classes	aim	to	improve	their	rating	to	position	their	products		
 within the highest category (European Comission 2021).
· Greenpeace report: -

 EU Bio (mandatory / voluntary)
· Available since 2010.
·	 Official	Ecolabel	for	ecological	farming	products	in	the	European	Union.
· Mandatory for all pre-packaged organic EU food products, voluntary for other organic EU food  
 products. 
· Organic farming by 2030, 25% of EU farmland should be farmed organically, with the help of the  
 EU farm to fork strategy.
· Identify organic products and help farmers to market them across EU.
· Contain at least 95% of organic ingredients and additionally respect further strict conditions for  
 the remaining 5%.
· Greenpeace report: trustworthy.

o POSITIVE: 
 The seal stands for organically produced products according to the EU Organic Regulation. This  
 regulates minimum requirements for all organic products, e.g.:
 Farm animals have free run.
 The use of antibiotics is strictly regulated. 
 The use of synthetic chemical pesticides and fertilisers is prohibited. 
 The addition of food additives or similar is prohibited. 
	 Genetically	modified	ingredients	and	feedstuffs	are	prohibited.

o NEGATIVE: 
 The EU organic label is the minimum requirement for organic products. 
 

 
 EU Ecolabel (2021) (voluntary)
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· Available since 1992.
· Recognised in all membe r states of the European Union, as well as Norway, Liechtenstein and  
 Iceland.
· Voluntary label, introduced by an EU regulation (Regulation EEC 880/92).
· Gradually became a reference point for consumers who want to help reduce pollution by   
 purchasing more environmentally-friendly products and services.
· Awarded to products and services that have a lower environmental impact than comparable  
 products.
· Cleaning products to electrical appliances, textiles, lubricants, paints and varnishes   
 to accommodation and campsites. At present, the label does not extend to foods, beverages,  
 pharmaceuticals or medical devices.
 

· 
· Greenpeace report: -
 Fairtrade (voluntary)

 
 
· Available since 1993.
· Provided by an independent Non-Governmental-Organisation (NGO).
· Common EU wide minimum standards to eliminate the least performing products from the  
 market (Fairtrade 2021).
· Farmers and workers co-own fairtrade by 50% of the vote of the general assembly.
· Around 1,600 participating producer organisations in 75 countries.
· 1.7 million farmers and workers involved globally.
· Greenpeace report: trustworthy
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o POSITIVE: 
●	 Minimum	price	guarantee	for	farmers	and	premiums	in	excess	of	this.	
●	 Ban	on	the	use	of	genetically	modified	seeds.	
●	 There	is	a	red	list	of	dangerous	substances	whose	use	is	prohibited.	
●	 There	is	a	high	proportion	of	organic	products:	between	60%	and	90%	(approx.	70%	for	coffee		
 and up to 90% for chocolate/sweets).
●	 Small-scale	farming	structures	are	promoted.
o NEGATIVE: 
●	 Many	dangerous	pesticides	such	as	fipronil	or	glyphosate	are	not	banned	per	se.	Their	use	is		
 merely subject to restrictive regulations. 
●	 From	an	ecological	point	of	view,	the	so-called	volume	compensation	in	Fairtrade	is	problematic.	
In	the	production	process,	certified	and	conventional	goods	are	mixed	with	conventional	goods.	If,	for	
example,	the	certified	goods	make	up	10%	of	the	total	quantity,	10%	of	the	products	in	this	batch	may	
bear the Fairtrade label. Fairtrade quantity balancing is used for fruit juices, sugar, cocoa and tea, cocoa 
and tea.
● MSC (voluntary)
 

●	
· Available since 1996.
· Provided by an independent Non-Governmental-Organisation (NGO).
·	 Only	applied	to	wild	fish	or	seafood	from	fisheries	that	have	been	certified	to	the	MSC	Fisheries		
	 Standard,	a	set	of	requirements	for	sustainable	fishing:
o	 Only	fishing	healthy	stocks,	
o	 Being	well-managed	so	stocks	can	be	fished	for	the	long-term,	and	
o Minimising their impact on other species and the wider ecosystem.
·	 Consumer	protection:	Advises	to	buy	MSC	certified	products,	as	they	are	products	from	fishing		
 companies that have committed themselves to conserving stocks, they think it would be better  
 to contribute something than nothing at all.
· Greenpeace report: absolutely not trustworthy.
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o NEGATIVE
●	 Certification	is	awarded	too	early	in	the	process:	partly	to	fisheries	that	meet	an	initial	set	of		
 standards, but beyond that, only submit an action plan for improvements in the future.
●	 Fisheries	that	use	bottom	trawls,	for	example,	can	also	be	MSC-certified.	However,	these	cause		
 great and long-lasting damage to the seabed.
●	 A	high	bycatch	rate	is	not	a	reason	for	exclusion	from	MSC.
●	 Contrary	to	the	MSC’s	own	principles,	fish	from	overfished	stocks	is	also	certified.	The	label	can		
	 then	still	be	awarded	if	a	recovery	programme	exists	for	the	fish	stock	in	question.
●	 In	addition	to	the	criticism	of	ecological	impacts,	there	are	concerns	regarding	the	lack	of	social		
	 factors	within	MSC	certification	–	does	not	stipulate	animal	welfare	standards	for	catches	or		
 minimum wages on farms.
 
●	

●	 Rainforest Alliance (Voluntary)
●	 Available	since	1996.
●	 NGO.
●	 Product	(or	a	specified	ingredient)	was	produced	by	farmers,	foresters,	and/or	companies		
 working together to create a world where people and nature thrive in harmony.
●	 Greenpeace	report:	absolutely	not	trustworthy.
· NEGATIVE
·	 According	to	several	reports,	the	standards	are	not	sufficiently	verified	on	the	ground.
·	 There	are	no	minimum	purchase	quantities	or	fixed	prices.	This	makes	it	difficult	for	the		 	
 farmers  to achieve sustainability, and stable development and, therefore, does not contribute to  
 improving their situation. 
· There is a list of banned pesticides, but many dangerous substances are not included (e.g.  
 glycine). Substances are not on it (e.g. glyphosate). 
· There is no ban on the application of pesticides by aircraft. 
·	 A	certified	product	must	have	90%	certified	product	content.	However,	there	is	an	exception	to		
	 this	in	the	small	print:	If	it	is	noted	next	to	the	Rainforest	Alliance	logo,	only	30%	certified	content		
	 in	the	finished	product	is	sufficient.
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Certification process

Certification	processes	are	very	diverse	depending	on	the	purpose	and	seriousness	of	the	respective	
ecolabel	–	one	of	the	most	trustworthy	and	proven	Ecolabel	certification	processes	is	the	EU	Ecolabel.	
Their	certification	process	is	carried	out	in	the	following	steps	(EU	Ecolabel):

· Pre-application: Understanding the EU Ecolabel
· Step 1: Contact Your Competent Body
· Step 2: Product and service registration on the online EU Ecolabel Catalogue, ECAT
· Step 3: Product and service testing to build application dossier
· Step 4: Application submission and fees
· Step 5: Assessment
· Step 6: Application approval and licence award
· Step 7: Communicate about your EU Ecolabel products and services
· The following table shows how the costs are presented.

· The EU describes the usability of the EU Ecolabel with the general use of the logo and licence 
number	for	official	and	marketing	purposes,	which	can	be	the	digital	presence	on	the	company’s	website/
social	media,	product	catalogue	and	official	EU	Ecolabel	publications/websites.

Type of applicants Application fee (€) Annual fee (€)
Micro-enterprises 200–350 Maximum 18,750

SMEs	and	firms	from	developing	
countries

200–600 Maximum 18,750

All other companies 200–2,000 Maximum 25,000
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3.5.2. Environmental marketing and its impacts on consumers

Impact
Regarding the impact of Ecolabels, different mechanisms are described. In this relation, the term ‘eco-
label effect’ often appears.
From an economic perspective, a greater taste (even imagined) of the respective product is often 
linked to the willingness to pay more. So this willingness can be more important than a price that is too 
high. Aspects as nutritional value and environmental safety can so convince customers to prefer the 
Ecolabelled product to another (Kikulse et al. 2011; Magnusson et al. 2001; Shepherd et al. 2005.
When it comes to the question of whether and how such labels work, customer loyalty mechanisms  can 
be	identified.	Studies	and	surveys	show	a	growing	interest	in	high-quality	products	such	as	organic	food	
in the trade, as well as more transparency regarding traceability of origin and production process, as well 
as spending more on such products. E.g. 46% of the respondents, according to a study (GS1 2021) and 
64% of food from regional production according to a rolling agricultural market motive analysis (2018), 
are willing to spend more on these products. The importance of labels in the food sector, according to a 
Civey Pro nutrition report (2018) on the situation in Germany, shows that 42% of consumers pay attention 
to organic labels when they are buying food, 70.9% of organic food consumers believe that you can 
protect the environment by buying organic food and 51.1% would like to additionally see a food label that 
shows the climate balance of the product. 37.1% pay attention to Fair Trade, a seal that already exists 
on	the	market.	The	majority	(68.7%)	would	also	like	to	see	an	official	animal	welfare	seal	in	German	food	
markets. 

Criticism, Limits and Misconceptions
The emergence and exploding growth of new seals have also led to criticism. Some Ecolabels are 
considered to have a limited impact regarding the sustainability they are aiming for. They are credited 
with propagating mainly a comfort quality. So, categories such as lifestyle price, convenience and 
product quality count more than green aspects. Regardless of real quality, consumers with a developed 
prejudice perceive most recycled materials as being inferior to non-recycled materials (Bui 2005).
Also, possible abuse can arise with so-called ‘greenwashing ’ or ‘rubber stamps’, which provide 
disinformation and contortions. Although this contributes to monetary increases in turnover for 
companies, it does not solve any problems. Worse still, it repeatedly shakes up the credibility of 
Ecolabels in general due to the consumer’s limited testing options. These challenges are accompanied 
by ‘side effects’ or ‘halo effects ’ like misconceptions through Ecolabelling in positive or negative quality 
evaluation, especially in taste and composition (Sörqvist 2015).
There is a big gap with regard to a deep and initiative engagement and questioning of Ecolabels starting 
from the consumers themselves. In any case, sources that provide information on this cannot be found.
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Trust in Ecolabels
On the basis of the above considerations, necessities and concluding aspects crystallise in order 
to continue on the right path with regard to Ecolabels. The trust in Ecolabels of consumers, media, 
environmental groups, NGOs and governmental agencies’ stands and falls with the traceability of the 
application of labels (Brown and Wahlers 1998). This trust is very volatile – distrust often persists after 
misuse. As a result, some companies decide to flee to green alliances with more holistic approaches, 
preferably public sources instead of producer sources (Eden 1994-1995).
People are more likely to purchase environmentally products and pay more when they (Bui 2005, p25) 
 
Customer loyalty mechanisms show how certain mechanisms affect the ongoing behaviour of 
customers. In the example case, the mechanisms are triggered by Ecolabels.
 
‘greenwashing’ [green-wash-ing] /verb; 1. Is a term used to describe the marketing tactics used by 
big-name, fast-fashion companies to advertise their new supposed sustainable lines of clothing; 2. The 
process of conveying a false impression or providing misleading information about how a company‘s 
products are more environmentally sound
  
Relating to the religious iconography of a ‘halo’. The term ‘green halo’ in the relation of Ecolabels means 
a	kind	of	glorification	of	a	label	when	there	is	no	reasonable	connection	between	what	the	label	really	
stands for and what people associate with it.

· Have more knowledge about and/or value environment
· Are willing to forgo comfort and quality lifestyle for the betterment of society and environment
· Trust in Ecolabels
· Have higher levels of income and education
· Are females

3.5.3. Possible other strategies to convince consumers of the environmental/social added 
value of the product(s)

Besides Ecolabels, there are also other strategies to convince consumers of the sustainable values 
of products. Direct interactions between customers and producers/sellers can be the most powerful/
authentic process to check the trustworthiness of products. Regarding deeper analysed environmental 
aspects, these can be greenhouse gas balancing, LCA and ecological footprinting. 

Corporate Social Responsibility (CSR) aims to integrate sustainable development in companies to make 
a voluntary business contribution to sustainable development that integrates sustainability goals into 
business activities.

An integration of consumers and producers (Prosumerism) brings the consumer directly into contact 
with production, which means that he or she is directly confronted with the requirements and effects of 
production and the provision of services and is thus informed.
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