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TEACHING NOTE
EcoRegió Catalonia: Internationalizing Sustainable Regional Citizen Shareholder Ventures

SYNOPSIS
This case focuses on the international replication of the Regionalwert AG, a German social enterprise in the Girona region of Catalonia, Spain, under the brand name EcoRegió.  It starts by providing a detailed history and business model description for the RWAG, a network organization that brings together diverse sets of actors along a value-added chain of its regional sustainable agriculture and food production initiatives.  After implementing several replication initiatives in Germany, both Ashoka and the Catalan government identified the RWAG as one of the most promising models of replication in Catalonia.  In the summer of 2015, Oriol Costa Lechuga and his social venture Dynamis initiated RWAG replication efforts in Catalonia.  Catalonia, like the rest of Spain, had just resumed economic growth after experiencing nearly seven years of economic contraction that resulted in unemployment and poverty rates in excess of 20% and in increasing political instability reflected in rising nationalist and pro-independence sentiment.  In spite of significant efforts made to promote EcoRegió, funds did not flow in as fast as Costa had hoped.  The case serves as an opportunity to discuss several issues related to international entrepreneurship (e.g., the internationalization of sustainable local enterprise networks that use embedded sustainability strategies, the impact of macro-economic and sociocultural contexts on internationalization processes, social franchising as a mode of entry, and the role of intermediaries in providing an initial impetus for internationalization).


This note was prepared by Tomislav Rimac, Assistant Professor of Ethics, Sustainability and Responsibility at the LUISS Guido Carli University, Rome, Italy, for the sole purpose of aiding classroom instructions in the use of “EcoRegió Catalonia: Internationalizing Sustainable Regional Citizen Shareholder Ventures” teaching case.  It provides analysis and questions that are intended to present alternative approaches to deepening students’ comprehension of business issues and energizing classroom discussion.  The case is developed solely as the basis for class discussion and not as endorsement, source of primary data, or illustrations of effective or ineffective management. 
CASE OBJECTIVES
This case can be used in courses on international entrepreneurship, social entrepreneurship, entrepreneurship or sustainability to attain the following learning objectives:
· To assess transferability and growth opportunities in different foreign markets of social ventures by applying embedded sustainability strategies from one market to another;  
· To analyze the role of external agents acting as imitators and catalysts of internationalization; 
· To explore social franchising as a specific market entry strategy; and 
· To theorize about replication as an internationalization mode for social ventures.

The case can be used in undergraduate, postgraduate and executive-level programs in courses on the following topics:
· Entrepreneurship
· Ethics, Responsibility and Sustainability (ERS)
· Strategic Management 
This teaching note includes a structured plan for teaching this case in a course on entrepreneurship that focuses on international entrepreneurship in social ventures.

ASSIGNMENT QUESTIONS
1. What distinguishes the RWAG/EcoRegió from a typical firm?
2. What are the main success factors of the RWAG?  How are these factors related to one another? How are they related to specific stakeholders?
3. Are these success factors country-specific or can they be transferred to other countries?  Why?
4. Why and how did the RWAG go international? 
5. Which factors, specific to Catalonia, affected EcoRegió’s implementation?
6. How would you evaluate Oriol’s efforts in establishing EcoRegió?  What would you have done?




TEACHING PLAN (FOR AN 80-MINUTE CLASS)
	1.
	What distinguishes the RWAG/EcoRegió from a typical firm?
	20 minutes

	2.
	What are the main success factors of the RWAG?  How are these factors related to one another? How are they related to specific stakeholders?
	10 minutes

	3.
	Are these success factors country-specific or can they be transferred to other countries?  Why?
	5 minutes

	4.
	Why and how did the RWAG go international? 
	15 minutes

	5.
	Which factors, specific to Catalonia, affected EcoRegió’s implementation?
	15 minutes

	6.
	How would you evaluate Oriol’s efforts in establishing EcoRegió?  What would you have done?
	10 minutes

	7.
	Wrap-up and conclusion
	5 minutes



ANALYSIS 
1. What distinguishes the RWAG/EcoRegió from a typical firm?
Alternative ways to ask this question to elicit more answers and to start a conversation:
· What did you find surprising in this case?
· What is unusual in the way the RWAG/EcoRegió conducts business?
These questions can be followed up by asking:
· What are the consequences of the uncommon approaches used by the RWAG/EcoRegió? 
Students will likely identify a number of elements that they found surprising and that differentiate the RWAG/EcoRegió from a typical firm.  The instructor should write down these elements on a board and then evaluate consequences and stakeholders implicated.  
Although several elements that are likely to be identified could be discussed in more depth, at this point, we suggest paying attention to three issues that must be clarified before continuing the case discussion: organizational form, legal form, and investor motivations.  If these three elements are not identified by students, the instructor should ask the follow-up questions listed below:
· How would you describe the organizational form of the RWAG/EcoRegió?
If students are not familiar with network organizational form, this would be a perfect time to introduce the concept and to follow up with a discussion on the functionality of this form.  While many sustainable enterprises often use informal networks consisting of businesses, not-for-profit organizations and communities, the RWAG/EcoRegió brings several actors under one umbrella (i.e., within one formal organization).  Building on the work of Wheeler et al. (2005), the RWAG/EcoRegió’s organizational form could be described more precisely as a SUSTAINABLE LOCAL ENTERPRISE NETWORK (SLEN) organization — a dense network of co-dependent for-profit businesses, local communities, and other actors that are working in a coordinated and “self-organized way to create value in economic, social, human and ecological terms” (Wheeler et al., 2005).  A SLEN organization typically starts with a range of existing assets (e.g., land, farms, etc.) that are then expanded through various external investments that catalyze external growth.  These positive outcomes create a virtuous cycle of reinvestment in human, social, financial, and ecological capital (see Exhibit TN-1).  Time permitting, the instructor may consider addressing the specificities of SLEN business models.  
Alternatively, this network organizational form could be analyzed in reference to entrepreneurial ecosystems at the intra-organizational level or in reference to integrated value chains. 
· What are characteristics of the legal forms used by the RWAG/EcoRegió? 
Students should not have problems identifying the key elements of each legal form.  This would represent a good opportunity to draw attention to national differences between comparable legal forms (even within the European Union) and to emphasize that, unlike the US, the EU has not yet reached its highest levels of political and economic integration, thus enabling us to analyze this case from an international entrepreneurship perspective.  Finally, discussions on legal form should focus on financial stability issues and on the elimination of risks of speculation by preventing shareholders from withdrawing their investments.  This discussion should lead to a focus on main issues of this part of the analysis:
· Why do people invest in businesses?  Why do people invest in the RWAG/EcoRegió?  Who do you imagine a typical RWAG/EcoRegió investor might be?
This question may reveal important differences in opinion among students that should be explored and used in a class debate.  The discussion should be concluded by showing a short film on the RWAG (the instructor can choose between showing the whole five-minute film or just the segment that shows investors explaining their motivations). 
Deutsche Welle on the RWAG (in English)[footnoteRef:1]:  [1:  If downloaded: the program lasts five minutes (motivation part: 2:33 – 3:59).  If the web link and the Made in Germany program are used: start/end times: 11:05 – 16:26 on the RWAG (14:20 – 15:50 investor motivations).] 

http://www.dw.com/en/part-1-regionalwert-ag-help-for-farms-in-crisis/a-5862144
· How would you describe a typical RWAG/EcoRegió investor now? 
Students should be able to list main characteristics and motivations that the instructor should mark on a board for further discussion. 
Finally, the following question should be posed for students to contemplate further after the class:
· Can an umbrella network organization represent community-led local development and thereby the long-term interests of people and nature, thus radically changing global development goals in Europe or even in the world? 
Those more interested in the topic can be directed to the new cohesion policy for local development (CLLD) for 2014 to 2020[footnoteRef:2], to the UN’s call to action for sustainable development referred to as The Road to Dignity by 2030[footnoteRef:3] and to the UN’s sustainable development goals[footnoteRef:4].  [2:  http://ec.europa.eu/regional_policy/sources/docgener/informat/2014/community_en.pdf]  [3:  http://www.un.org/disabilities/documents/reports/SG_Synthesis_Report_Road_to_Dignity_by_2030.pdf]  [4:  http://www.un.org/pga/wp-content/uploads/sites/3/2015/08/120815_outcome-document-of-Summit-for-adoption-of-the-post-2015-development-agenda.pdf] 

 
2. What are the main success factors of the RWAG?  How are these factors related to one another?  How are they related to specific stakeholders?
Discussions of this question should build on previous discussions.  Essentially, it requires students to perform a strategic management form of analysis.  Depending on the given situation, preparatory question 2 can be modified or extended by asking students to draw an answer to the question.  Students’ suggestions could be grouped into three categories:
· Factors related to the business model and founding business philosophy
· Focus on organic/sustainable farming and food production 
· Integration along the value-added chain — from the field to the plate
· Network of regional organizations that participate in decision-making, that share responsibilities and that serve as a means of collective mobilization and resource sharing
· Responsibility and accountability for all stakeholders, including the environment 
· Regional character 
· Long-term focus
· Challenging business-as-usual
· Factors related to the value creation strategy
· Organic agriculture  increasing soil quality and biodiversity
· Integrating the value-added chain  sharing risks lowers risks for individual actors, co-operation boosts value creation, and eliminating intermediaries ensures that value is captured by those who create it
· Regional development  jobs, creating young and dynamic rural environments, fostering rural-urban links, and biodiversity and environmental protection  
· Factors related to value capturing by various stakeholders
· Reliable supply/product
· Transparency, mutual responsibility and accountability  making sure that all participants get their fair share of value created
· Positive emotions (“feel good” effects) among all who are involved
· Joint identity creation and giving meaning to actors’ initiatives
· Long-term effects  changing of: attitudes, ways of doing business, ways we relate to one another, ways in which we think of sustainability
Once these elements are identified and written down on a board, the instructor should ask:
· Considering all of these elements together, what do you see as the ultimate outcome?
The final result is COMMITMENT to the initiative among all who are involved.  This occurs through their direct participation, collective ownership, sharing of value created, and awareness of the co-dependence of everyone and everything involved. 

3. Are these success factors country-specific or can they be transferred to other countries? Why?

It would be difficult to argue that the RWAG business model is based on typical CSR “greenwashing,” which is used as a marketing tool to create a false sense that a company is environmentally friendly.  On the contrary, the RWAG business model can be used as an “EMBEDDED SUSTAINABILITY” strategy.  The embedded sustainability strategy was introduced by Laszlo ad Zhexembayeva (2011), who described it as a strategy employed by a company that pursues profit while having sustainability integrated within its very core.  Rather than having sustainability constitute a component of traditional CSR activities, an add-on to the core company’s activities, companies relying on embedded sustainability strategies place the creation of non-economic values such as environmental and social values at the core of their business models.  Thus, sustainability-oriented actions are much more than symbolic acts; they become a company’s raison d’être.  
Most of the strategies employed by the RWAG can be easily replicated in other countries.  However, an element that is not easy to replicate is the actual socioeconomic context of the Freiburg region of Germany.  Two elements are likely to be critical to international expansion: (a) the macroeconomic conditions of the target country and (b) cultural elements (i.e., informal institutions) that lie at the heart of the mobilization of resources required for the successful replication of the RWAG.
4. Why and how did the RWAG go international? 

If, in answering the question, students do not address issues of replication, the roles of intermediaries, and social franchising, the instructor should ask these follow-up questions:

· Which market entry strategy did the RWAG use, and why? 
· What role do Ashoka and the Catalan government play in the internationalization story?

This question opens up three important avenues for discussions that are highly specific to the topic of social venture internationalization:
· Internationalization within the context of social ventures
· The role of intermediaries in the internationalization process
· Social franchising
From the start, Hiß was very clear about the REGIONAL focus of the RWAG as one of the key defining elements of its business model and identity.  Thus, the ongoing growth (e.g., number of businesses, number of investors and amount of investment) of the RWAG was limited to the region of Freiburg.  However, the RWAG’s regional character did not eliminate opportunities for model replication.  From the information we have, the replication and matching organizational structure was initially considered (and eventually implemented) only in Germany.  The international expansion of the RWAG model emerged at a later stage thanks to the work of actors external to the RWAG (see below).  Thus, international expansion has been achieved through the replication of the RWAG model in different regions, some of which happen to be located in different countries.  
The instructor may wish to emphasize here that this behaviour is consistent with what can be observed from many successful social ventures around the world.  For several social ventures, growth is not a main objective.  Rather, in being fully aware of their limited resources and capabilities, they prefer to focus on delivering on their social missions within the contexts that they are created from and to aim for growth in their social impact and financial sustainability.  On the other hand, these ventures frequently collaborate in replicating their models in other countries, reasoning that social problems they address are so complex and widespread that they cannot be solved by one organization or by using one approach.  Essentially, REPLICATION becomes a model of choice or a “market entry mode.”
While international replications of many social venture models have often been serendipitous (i.e., models were discovered by chance and were replicated almost exclusively through initiatives of interested parties), international replication now increasingly occurs through the involvement of INTERMEDIARIES.  These actors identify the most promising models for replication and create an initial impetus for replication, in some cases even actively participating in replication activities.  In this case, Ashoka[footnoteRef:5] and the Catalan government assumed the role of intermediary.  They identified the RWAG model as a high-potential model to be replicated in Catalonia and in other regions of various countries (Ashoka), and they brought Hiß to Catalonia and initiated a search for partners.  Thus, rather than being a typical story of international business expansion, ours is more of a story of matchmaking.  [5:  In continuation of the Deutsche Welle program, there is a short presentation on Ashoka that can also be used in the classroom.] 

At this point, the instructor should introduce the SOCIAL FRANCHISING MODEL as a mode of international expansion for social ventures.  The social franchising model is based on the commercial franchise model but involves two social ventures (one franchiser and another franchisee) that, in addition to revenue generation and self-sustainability, focuses on “providing Capacity Building, Access to Market, Access to Finance & Information and fostering Autonomy, Financial Responsibility and Communal/Collective initiatives.” 
While this is not a pure example of social franchising, it is sufficiently similar.  The Alvarez (2012) model presented in Exhibit TN-2 should serve as a model on which discussions about the social franchising model and about its application to the case should be based.  Those students who would like to learn more about this topic should be referred to the web page of the European Social Franchising Network[footnoteRef:6] and to the manual produced by the Social Enterprise Coalition (“The Social Franchising Manual”), which in addition to providing more practical information includes an excellent list of recommended reading on this topic.     [6:  http://www.socialfranchising.coop/] 


5. Which factors, specific to Catalonia, affected EcoRegió’s implementation?
Discussions of this question should focus on two issues: economic development (especially for rural regions in Catalonia) and specificities of the Catalan sociocultural/institutional context.  Economic development issues may be discussed by applying data from the case to Terluin’s (2003) regional economy model with linkages to the product and to labour markets presented in Exhibit TN-3.  The emphasis should be on the high unemployment rate in Catalonia, on the increasing prominence of underemployment and temporary employment, on high rates of emigration among the young and educated, and on significant variations in economic development levels between rural and urban areas.  The undesired consequences of this situation include: lower levels of disposable income, especially among the rural population, a reluctance to spend or invest, higher levels of competition between businesses and not-for-profit organizations for a severely reduced pool of resources, etc.  On the other hand, one should also acknowledge more positive outcomes (e.g., increased rates of social venture establishment highlight an underlying entrepreneurial dynamism with prosocial concerns; the emergence of new venture funding schemes and programs (e.g., Ship2B) that are replacing traditional funding sources such as government grants and donations while contributing to entrepreneurial capacity-building creates an ecosystem that favours the funding and growth of social ventures; increased social cohesion, especially in dealing with social and environmental issues, and a return to traditional forms of businesses such as cooperatives and small (family) businesses contribute to a strengthening of regional social capital and to the creation of local networks).  In addition, the prolonged economic crisis has forced businesses to become more productive and competitive, resulting in increasing rates of exportation.  Furthermore, individuals are becoming more socially and environmentally conscious, thus increasing demand for locally grown and sourced products.  However, the negative effects still outweigh the positive, and the general mood is pessimistic or neutral.  Here, we must also acknowledge a time lag between positive macroeconomic indicators and individual citizen perceptions of well-being.  Finally, political uncertainty caused by the independence movement and instability created by recent Catalan and Spanish elections work against speedy economic and social recovery.
Although solidarity, social cohesion, hard work and persistence are some general features of the Catalan population (especially in the rural regions), so is “seny[footnoteRef:7]” — being prudent, reserved, and risk-averse.  It is this duality in identity that actually renders EcoRegió a typical Catalan story.  Venture investing outside realms of family business has not been a part of Catalan traditions or investment cultures, unlike those found in the US and in some Asian countries, and takes time to develop. [7:  https://en.wikipedia.org/wiki/Seny - last access on February 28, 2016] 

Finally, we should not forget that in addition to EcoRegió Catalonia there is also EcoRegió Global, which has ambitions to coordinate replication efforts across Spain and beyond.  Due to tense political situations caused by the independence movement, the mood in the rest of Spain is not always Catalan-friendly.  Several businesses faced with a rejection of Catalan products were required to look for alternative markets abroad.


6. How would you evaluate Oriol’s efforts in establishing EcoRegió? What would you have done?

While things may not be moving as fast as Oriol might have hoped, students should be able to recognize the remarkable work he has done over a very short period (e.g., recognizing the potential of the RWAG model in Catalonia and abroad and biting the bullet in the current economic and political climate, registering the organization, finding a group of dedicated promoters, securing initial funds, relentlessly promoting the initiative, getting involved with various actors and networks, etc.).  The key here is to understand that EcoRegió should not be directly compared with the RWAG as it functions today, as we are discussing two organizations at different stages of development.  The RWAG did not become what it is today overnight, and it was first created in a much more favourable macroeconomic context. 

There is an enormous amount of work that EcoRegió must still do on its way to becoming a viable and sustainable replication of the RWAG in Catalonia.  Here the instructor should invite students to suggest and discuss pros and cons of several alternative strategies.  Some possible answers might include the following: 
· Oriol should continue to mix exogenous and endogenous development approaches by emphasizing the benefits of community-led development and recovery in Catalonia and by exploiting local social and cultural capital. 
· He should strive to create strong internal and external networks and to build high capacity local actors, in turn essentially creating a broader group of promoters and participants.
· Oriol should also make a realistic assessment of what is possible in the current context (especially from a fund mobilization perspective) while continuing to be ingenious in accessing resources.
· He should try to re-activate intermediaries that went missing after the initial stage.


7. Wrap-up and conclusion 

The instructor should summarize the discussion by emphasizing that this is an unusual case of international entrepreneurship that touches on several important and intriguing issues such as the following:
· Atypical organizational forms — SLEN
· Atypical legal forms that complement organizational mission and objectives
· Embedded sustainability strategies that can be easily transferred to other contexts yet whose implementation will be context-dependent 
· Spreading social impact to support the internationalization of ventures
· The role intermediaries play as initiators of internationalization
· Replication and social franchising as a mode of entry
· The impact of contexts on the initial success of international ventures
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EXHIBIT TN-1: The Sustainable Local Enterprise Network Model 
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Source: Wheeler et al. (2005: 39)

EXHIBIT TN-2: Franchise model and its benefits for the franchisee
[image: ]Source: Alvaro Hidalgo (2012: 2)


EXHIBIT – TN-3: Basic scheme of the regional economy with linkages between the product market and the labour market
[image: ]
Source: Ida J. Terluin (2003: 329)
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