Local Economic Systems

Session 3

Applying the theory to a hypothetical
eco-social enterprise

Tim Crabtree



Focus of session

Students will be asked to choose and describe a local
food enterprise — this can be real or hypothetical — and
describe the key inputs required.

They will then be asked to describe the key operations of
the enterprise and the way in which those operations will
be managed.

Students will explore how outputs will get to consumers,
through marketing and distribution.

They will also explore how waste will be eliminated or
recycled.

Tomorrow, students will explore opportunities for
collaboration with other local food initiatives.
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Re-solarisation, re-localisation,
re-silience

“The only way to avert a sequence of food crises resulting from
supply disruptions and price spikes in oil and gas over the
next twenty years is to systematically reduce our
dependency on stored solar energy (fossil fuels) in favour of
real-time solar energy. All farms must therefore become
powerhouses of renewable (solar) energy........ Whichever
way you cut it, a combination of high oil prices, high input
prices, growing demand for food, an additional seventy
million or so people every year, and growing pressure on
soil, water and biodiversity, compounded by accelerating
climate change and the kind of high carbon prices that are
iInevitably on their way, leads to only one rational conclusion:
increased resilience by reducing the length (and
vulnerability) of our supply chains. The more high-quality,
healthy food we can produce close to the point of
consumption, the more resilient our food supply chains are
going to be.”

Jonathan Porritt



Schumacher: Small is Beautiful

In Small is Beautiful, Schumacher explained that
the “modern private enterprise system
iIngeniously employs the human urges of greed
and envy as its motive power”, but then asks:
“Can such a system conceivably deal with the
problems we are now having to face? The
answer is self-evident: greed and envy demand
continuous and limitless economic growth of a
material kind, without proper regard for
conservation, and this type of growth cannot
possibly fit into a finite environment. We must
therefore study the essential nature of the
private enterprise system and the
possibilities of evolving an alternative
system which might fit the new situation.”



Discussion point 1

* Read the quotes with your partners

 How do the ideas being expressed
iInfluence the model?
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What's outside?

Conventional theory focuses on:
— Operations
— Marketing

Inputs are outside the model:

— Except providers of financial capital (owners /
iInvestors)

Customers are outside the model

Externalities, e.g. waste & pollution
outside the model



“Conventional” economic theory




What's outside?

Social impacts e.qg.
rising levels of obesity

Economic impacts
e.g. unfair labour
conditions

Environmental impacts
e.g. climate change




Kenneth Boulding

Anyone who believes exponential growth
can go on forever in a finite world is either
a madman or an economist”



In the social economy:

The way we utilise inputs becomes part of
the model

The way we operate is part of the model
Customers can become part of the model

Creating low input, low pollution, low
waste processes becomes part of the
model



What's inside?

« Conventional theory & practice:

— that self-interest, profit-maximisation and
growth (of a company and its market share) is
In the best interests of society

— It will lead to a “pareto optimal equilibrium™ (1)



What's inside?

* In the social economy, enterprises seek to
define different purposes

* They seek a “triple bottom line”:

— Economic outcomes, e.g. they must cover
their costs

— Social outcomes, e.g. they may employ
people disadvantaged in the labour market

— Environmental outcomes, e.g. they may
produce or process organic foods



What's inside?

» Social economy organisations have
different members:

» Conventional enterprises limited to owners
/ investors

» Social economy organisations may have
different members:
— Staff
— Customers
— Suppliers
— Investors (but returns limited)



Operations

Core purpose

N

According to Meadows ‘“the least obvious part of the system, its
function or purpose, is often the most crucial determinant of the
system’s behaviour.”



In any system, identifying the
purpose or goal is critical

“A system isn’t just any old collection of
things. A system is an interconnected set
of elements that is coherently organised in
a way that achieves something............

a system must consist of three kinds of
things: elements, interconnections, and a
function or purpose.”
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The “grey area” in the middle of the spectrum

Share
company

Charity

Is where social economy
organisations operate
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High financial return
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Exercise 2

* For your enterprise, you will need to start
with the purpose or goal

» Describe the purpose of your enterprise,
iIncluding 3 outcomes:
— Economic
— Social
— Environmental



Customers
— the market for your enterprise

* How could customers be brought into your
enterprise?

E.g. Local Food Links:

* Parents, schools and older people could
become members

* They could provide investment (equity)
* They could provide volunteer assistance
* They could sit on the board or committees




Exercise 3

* Who are your customers?

 How can they become part of the
enterprise?
— Should they be members?
— Could they provide;
« Human capital?
 Social capital?
 Financial capital?



Operations

Exercise 4.
Describe the operations of the organisation



Inputs



Exercise 5: Social Capital

« Start with the RULES of the organisation —
the constitution or governing document
which sets out the legal structure

* E.Q.
— Foundation
— Company
— Co-operative
* Define the MEMBERSHIP



Exercise 6: Financial capital

* Who will provide this?
— Grants?
— Loans?
— Equity?
* What rights do they get?



Key principles: rights to control

Voting rights )

> Membership rights

Rights to net income

-

Rights to the net value Property rights
of the assets




Exercise /: Natural capital

* What natural capital will you require:
— Resources
— Sinks
— Services



Exercise 8: Physical capital

 What is required?
— Buildings
— Equipment
—ICT
—efc



Exercise 9: Human capital

* What will your enterprise require?
— Staff?
— Volunteers?
— Trainees/apprentices?
— People disadvantaged in the labour market?
— Board members?



And finally: creating a “circular’,
sustainable enterprise

 Exercise 10:

* Think about pollution, waste and resource
conservation

 How could you address this?
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The potential for collaboration —
building sustainable food systems

 Tomorrow we will look at the potential for
partnerships, collaboration and secondary
structures

* These can help create stronger local food
systems



