UNIVERSITYW

This is a repository copy of The role of social enterprise hybrid business models inclusive
value chain development.

White Rose Research Online URL for this paper:
https://eprints.whiterose.ac.uk/170438/

Version: Published Version

Article:

Doherty, Bob orcid.org/0000-0001-6724-7065 and Kittipanya-ngam, Pichawadee (Gate)
(2021) The role of social enterprise hybrid business models inclusive value chain
development. Sustainability. 499. ISSN 2071-1050

https://doi.org/10.3390/su13020499

Reuse

This article is distributed under the terms of the Creative Commons Attribution (CC BY) licence. This licence
allows you to distribute, remix, tweak, and build upon the work, even commercially, as long as you credit the
authors for the original work. More information and the full terms of the licence here:
https://creativecommons.org/licenses/

Takedown
If you consider content in White Rose Research Online to be in breach of UK law, please notify us by
emailing eprints@whiterose.ac.uk including the URL of the record and the reason for the withdrawal request.

\ White Rose -
university consortium eprinis@whiterose.ac.uk
/,:-‘ Uriversities of Leecs: Shetfiekd & York https://eprints.whiterose.ac.uk/




<@ sustainability

Article

The Role of Social Enterprise Hybrid Business Models in
Inclusive Value Chain Development

Bob Doherty 1*

check for

updates
Citation: Doherty, B.;
Kittipanya-Ngam, P. The Role of
Social Enterprise Hybrid Business
Models in Inclusive Value Chain
Development. Sustainability 2021, 13,
499. https://doi.org/10.3390/su
13020499

Received: 29 November 2020
Accepted: 5 January 2021
Published: 7 January 2021

Publisher’s Note: MDPI stays neu-
tral with regard to jurisdictional clai-
ms in published maps and institutio-

nal affiliations.

Copyright: ©2021 by the authors. Li-
censee MDPI, Basel, Switzerland.
This article is an open access article
distributed under the terms and con-
ditions of the Creative Commons At-
tribution (CC BY) license (https://
creativecommons.org/licenses /by /
4.0/).

and Pichawadee Kittipanya-Ngam 2

1 The York Management School, University of York, York YO10 5DD, UK
2 Thammasat Business School, Thammasat University, Bangkok 10200, Thailand; pichawadee@tbs.tu.ac.th
*  Correspondence: bob.doherty@york.ac.uk

Abstract: This study contributes to the growing interest in hybrid organisations, sustainable business
models and inclusive value chain development (IVCD). Recent work has identified that of some
570 million farmers in the world, more than 475 million farmers are smallholders in low-middle-
income countries experiencing increasing food insecurity and rural poverty. Research argues that
there is a lack of research that provides work on appropriate solutions for smallholders. This paper
answers this call by a qualitative study of ten case studies, which draws on hybrid organising, sus-
tainable business model and IVCD research to identify the novel business model characteristics that
hybrid organisations use to create and manage more inclusive value chains for smallholders. These
hybrid organisations are designed to create a value proposition that delivers sustainability upgrading
for smallholders via both product, process and governance upgrades, empowers smallholders to
achieve development goals and creates multiple value for social impact. We therefore identify the im-
portant characteristics of the hybrid business model to provide appropriate solutions for smallholders
and overcome the challenges identified in the inclusive value chain development literature.

Keywords: social enterprise; hybrid organisations; sustainable business models; inclusive value
chain development (IVCD); smallholder farmers; empowerment

1. Introduction

This paper identifies the business model architecture used by hybrid organisations to
create and manage inclusive value chains for smallholder farmers. Recently, the concept of
inclusive value chain development (IVCD) has emerged in the international agricultural
research literature as a way of integrating competitiveness with poverty reduction for
smallholder farmers [1,2]. However, so far, this literature has been dominated by financial
and economic aspects, with very limited treatment of other key pillars of sustainability,
including social and environmental dimensions and how these dimensions in combination
could result in more inclusive approaches [3]. This is demonstrated by the fact that
common forms of value chain strategy for smallholders identified in the literature so
far include contract farming, spot market selling and improved integration with large
agribusiness [3,4]. There has been some early recent work on ecological inclusive business
models [5], and in this journal, there is emergent work on smallholder farmers and value
chains [6-8]. This research stresses the importance of digital platforms, cooperation and
innovations in extension services as positive contributions but [6] highlights the need for
more work on adjusting the social dimensions of value chain partnerships. However, to
date, business model approaches such as hybrid organisations (social enterprises as “ideal
type”) have received limited attention. In fact, ref. [3] calls for more in-depth research on
which business models are appropriate for IVCD. This paper tackles this gap by showing
how sustainable business models are designed by hybrid organisations to promote IVCD.

Despite continued growth in global trade, there are concerns regarding the distribution
of economic value between stakeholders in regional and international value chains with
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increasing value being accrued further upstream [9,10]. One of those stakeholder groups
experiencing growing vulnerability is smallholder farmers, operating in agrifood value
chains [11,12]. An estimated 2.5 billion people worldwide depend on harvests from
approximately 475 million smallholder farmers [13]. A recent article in Nature shows
growing problems of food insecurity and poverty in smallholder farmer communities
and the urgent need for research to stop neglecting smallholder farmers [14]. This paper
investigates how hybrid organisations operating in the agrifood sector design their business
models to promote IVCD.

The authors of ref. [3] argue that many value chain approaches see performance
driven by mainly financial incentives and pay scant attention to social and environmental
objectives. They highlight the risk of high failure rates in developing countries, where
smallholders are active participants, and call for value chain approaches that pay atten-
tion to both contextual factors and other performance measures in addition to merely
financial aspects. More recently, the notion of ICVD has emerged, which refers to a type
of intervention that aims to address poverty through improved linkages between busi-
nesses and poor households within a value chain via targeting marginalised actors such as
smallholders [1,2]. IVCD has been defined as a “positive or desirable change in a value
chain to extend or improve productive operations and generate social benefits such as
poverty reduction, income and employment generation, economic growth, environmental
performance, gender equity and other development goals” [1]. Emerging in the literature
is the potential role that private sector business model innovation in economic or technical
advances could play in IVCD. However, there is a limited number of cases in the literature
that demonstrate successful cases of business models delivering IVCD and their character-
istics [1,2,15]. Moreover, it is surprising that other business models such as hybrids, which
prioritise social and environmental aspects, do not yet appear in the IVCD literature [16].

The field of sustainable business models has emerged to explore how organisations
adapt their business architecture to address the creation of multiple forms of economic,
social and environmental values [17,18]. Limited research so far has investigated how
hybrid organisations design their business models to manage these multiple values [19,20].
Hybrid organisations are defined [21] as “any organisation that possess significant char-
acteristics of more than one economic sector” (public, private or third sector). Social
enterprises are seen as an “ideal type” of hybrid, which bridge the public, private and
non-profit sectors and are found in range of industries and locations. They differ from
other forms of enterprise as they prioritise the achievement of social and environmental
objectives above commercial goals and they differ from other forms of non-profits as they
generate income from trading activity [22-24]. Hybrids exist in a range of sectors, including
health services, social care, retail, clothing, finance and agrifood, and are recognised as a
source of positive social and environmental change [25].

There is a growing number of studies investigating how hybrids manage tensions
resulting from the dual mission. However, research concerning how social enterprise
hybrids contribute to inclusive value chains is only still emerging. Therefore, our research
question is how do hybrid business models create and manage inclusive value chain
development for smallholder farmers?

We respond to the question by analysing data gathered directly from ten hybrid social
enterprise case studies working in the agrifood sector with smallholders. We contribute to
the literature on IVCD, sustainable business models and hybrid organisations by integrating
these three emerging areas of the literature to provide insights into the complementarities
of these three fields. First, we identify the characteristics of hybrid business models that
enable multiple forms of value capture to promote more IVCD. These hybrid business
models are designed to create a value proposition and creation that delivers sustainability
upgrading for smallholders via both product, process and governance upgrades, empowers
smallholders to achieve development goals and creates multiple value for social impact.

The paper is anchored in the hybrid organising, sustainable business model and IVCD
literature and these are reviewed in the next section. This is followed by an explanation of
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the methodology and presentation of the findings. In the discussion, we draw out from
our data the contributions to knowledge. The final section concludes the paper, comments
on the limitations and suggests areas for future research.

2. Literature Review
2.1. Inclusive Value Chain Development

Value chains can be described as the sequence of interlinked agents, activities, net-
works and markets that transfer inputs and services into products with attributes that
consumers are prepared to purchase [1,2,26-28]. Devaux et al. (2018) argue that standard
global value chain analysis has failed to tackle the problems of smallholders in a holistic
way. This is surprising bearing in mind that improving the performance of agricultural
value chains stands to benefit large numbers of people [29]. The role of smallholders
is particularly pertinent in regions such as the Greater Mekong, where, for example, in
Thailand, 64 percent of farms are smallholdings [30].

The majority of the work on value chains has focused on competitiveness in terms of
identifying where actors can introduce efficiencies, reduce costs and maximise value [4].
These improvements are often termed upgrades and can occur through process upgrading
(efficiency of internal processes), product upgrading (new improved more profitable goods)
or functional upgrading (increasing profits by changing mix of activities) [31]. Financial
investment is often required to make these upgrades, but IVCD interventions often assume
that smallholders have the financial resources to make these investments [4,32]. This
literature is dominated by economic value despite the growing importance of both social
and environmental performance.

The IVCD approach encourages organisations to develop more inclusive collaborative
value chain development as this approach aims to improve the linkages between house-
holds and value chains. However, as the authors of [2] explain in their review of value
chain guides, none of them discuss appropriate business models. The IVCD literature
so far can be categorised into four key areas: challenges of IVCD, combining agricul-
tural innovation and IVCD, evaluation and monitoring plus emerging IVCD themes with
policy implications.

Challenges identified for IVCD for smallholders include power imbalances, capacity
building (organisational and community), meeting quality and certification standards,
access to credit, availability of technology inputs and infrastructure and constraints in
accessing markets [33-36]. To improve our understanding of these, the authors of [32]
propose that there needs to be a more in-depth understanding of the context for local actors.
The authors of [37] suggest that a more holistic approach to value chain design is required.

The limited available cases of IVCD identify the importance of combining agricultural
innovation and value chain development [38]. Inclusivity of discussions, sharing data, ap-
plication of gender lens, collective marketing and the importance of time to allow results to
emerge have been identified as important in linking innovation with value chain develop-
ment [39,40]. The authors of [3], in their work with smallholders, highlight the importance
of business adaptation but focus on approaches such as contract farming and selling on
spot markets, plus technical innovations such as refrigeration in transporting crops such
as bananas, but not the business model itself. In addition, the authors of [37] propose
the positive impact of certification to build coffee farmer resilience. The evaluation and
monitoring of IVCD has stressed the importance of both multi-stakeholder approaches and
mixed methods [3]. However, indicators are largely economic or technical measures such
as yields, gross margin and limited discussion of social and environmental performance.

In their systematic review of the IVCD literature, the authors of [41] identify the
importance of niche product development, improving market linkages, the voices of
women, how to integrate interventions involving innovation and value chain development.
It is also important to note the intersectionality of some of these dynamics, which can
disproportionality impact particular groups, e.g., women. In addition, despite the mention
of power imbalances and gender equity, there is also limited mention of empowerment



Sustainability 2021, 13, 499

40f24

in the IVCD literature. This process of empowerment is dependent on three elements:
access to resources (material, human and social), an ability to define one’s objectives and
act on them (agency) and the extent to which the objectives are met [42]. According to [43],
another approach to conceptualise empowerment is by considering three different forms of
power: (1) power within, which is a sense of self-esteem and worth; (2) power capabilities
to achieve; and (3) power with collective action to achieve more than is possible for an
individual alone.

To date, the IVCD literature has focused mainly on private sector firms with two
schools of thought: one linking IVCD with a livelihood focus [32] and the second linking
agricultural innovation with IVCD [38]. The authors of [2] argue that there is an absence in
the literature regarding discussion on the conditions necessary for value chain development
in achieving sustainability. There is increasing interest in how collaboration and partner-
ship can provide these conditions, along with how smallholders navigate the complexity of
supplying higher value markets where quality standards coupled with certification play a
growing role [2]. In addition, there have been calls for IVCD to consider positive social and
environmental impacts and how these can be scaled up. It is therefore surprising that there
has been limited work done here on business models themselves, particularly those organi-
sations that are termed hybrids, which prioritise positive social and environmental impact;
little attention has been paid to the potential role which they could play in IVCD [16].

2.2. Hybrid Organisations

The prioritisation of goals other than revenue growth and profitability distinguishes
social enterprise hybrids from organisations in the private sector [44,45]. Social goals are
broadly construed to include serving the needs of the disadvantaged [46], unemployed [23],
homeless [47] and smallholder farmers [48]. Environmental objectives include responding
to climate change, biodiversity loss and pollution [49,50] through initiatives such as leader-
ship development and recycling [50]. Hybrids are also recognised for their willingness to
collaborate with each other and across sectors [51,52].

To achieve sustainable outcomes in all three domains, social enterprises adopt business
models that encompass commercial trading as well as creating social and environmental
impacts. This is achieved by blending practices from organisations in the private, public
and non-profit sectors [22,53,54]. Although deviation from the institutional conventions
anchored in each sector of the economy might appear to be a risk-laden strategy, the
outcome has been the development of an increasing global population of social enterprise
hybrids that strive to generate social change [44].

Organisations manifest generic structural features and characteristics that are in some
way “pure” and representative of a distinct and recognisable group of organisations [21,55-57].
In this view, categories are presented as idealised structures from which organisations
derive legitimacy from alignment with categorical logics and discourse [58]. To elaborate,
the authors of [21] present organisational templates for the categories of private, public
and non-profit organisations. Thus, private sector organisations are guided by market
forces to maximise financial return, owned by shareholders, governed according to size of
share ownership, and generate revenue from sales and fees. Organisations in the public
sector are characterised as guided by the principles of public benefit and collective choice,
owned by citizens and the state and resourced through taxation. Finally, non-profit sector
organisations pursue social and environmental goals, are owned by members, governed by
private election of representatives, staffed by a combination of employees and volunteers
and generate revenue from membership fees, donations and legacies. Specifically, non-
profit distributing organisations are legally prohibited from distributing any residual
“earnings” to those with a managerial or ownership interest [59]. Organisational forms that
do not fit neatly into the institutionalised categories outlined above are labelled hybrids
and are found in a range of constellations including private-public, private-non-profit and
public—non-profit.
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Social enterprise hybrids are “not aligned with the idealized categorical characteris-
tics” of the private, public or non-profit sectors [22] and by pursuing the achievement of
commercial, social and environmental objectives are thus a classic hybrid organisational
form [21,46,60,61]. The authors of [62] identify that societal and environmental value in
hybrids can be an automatic spillover from commercial activities, e.g., paying a fairtrade
premium to producers, but can also be a contingent spillover, requiring third parties to
develop interventions to ensure societal benefit, such as funding a charity which provides
work on climate change adaptation for smallholders. The overall alignment of the business
model to facilitate the spillover of societal value, in the view of [62], is fundamental to
value creating activities.

To date, social enterprise research has focused on understanding how tensions re-
sulting from the dual mission are resolved [22,60,63,64]. There is a general assumption
that tensions arise due to trade-offs between the pursuit of social and financial objectives;
however, the precise nature of how business models are designed, particularly in agrifood
value chains, has received limited attention.

2.3. Sustainable Business Models

Business models (as a theoretically defined field) describe the organisational archi-
tecture which sits between strategy and activities [65,66]. As such, it forms the basis
for understanding how an organisation positions itself to create and capture value in a
market [18]. Business models are a representation of the processes and practices that organ-
isations develop to deliver their value creation and capture activities [67]. Traditionally,
this theory has been applied to economic value capture [66], but in recent years, there has
been a shift to consider economic, social and environmental value capture through the
emergence of sustainable business model research [67,68].

This field demonstrates that a successful transition to more sustainable business
practice requires a robust business model which targets integrated activities towards
automatic spillover-type triple-bottom-line value creation (Bocken et al. 2014). Apart from
a few recent papers [19,20], there has been limited research that has empirically explored
organisations set up with hybrid value capture at their core, such as social enterprises [69].

What constitutes the core elements of a business model is founded on the identification
in [70] of the building blocks of business models (value propositions, target customers,
distribution channels, market relationships, value configuration, core competency, partner
network, cost structures and revenue model). These were coalesced by [65] into the business
model canvas. In Figure 1, the nine elements of the business canvas in [65] have been
grouped based on the reorganisation in [17,71] of the business model building blocks into
their three core elements of value propositions, value creation and delivery and value
capture dimensions. This business model canvas has been frequently used in the literature
to explore successful business models directed at sustainable value capture [72-75]. In this
paper, we therefore focus on how business model architecture is designed by hybrid
organisations to address IVCD.
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1. Business model canvas (adapted from Osterwalder and Pigneur, 2010).

3. Research Objective and Context

The research is explanation-oriented [76], in which theory building and theory elabo-
ration are employed to advance knowledge [77]. Exploratory research aligns with seeking
to understand practices that are in play but not yet understood and labelled. Although
interest in hybrids is increasing [60], few studies have investigated their contribution to
IVCD and there is little extant empirical knowledge on this topic [16]. However, under-
standing hybrid social enterprise value chain strategies has theoretical value because of the
challenges posed by the pursuit of multiple goals and the value for practitioners responsible
for devising inclusive value chains.

4. Methodology

The exploratory nature of the research question lends itself to a qualitative multiple
case study approach [78]. Research questions determine the research methods and strate-
gies available for researchers. This research aims to answer the question, “how do hybrid
business models create and manage inclusive value chain development for smallholder
farmers?” This research aims to conduct multiple-case studies instead of a single-case study
as multiple-case studies can help guard against researcher’s bias [79] as well as increasing
external validity, whereas a single-case study limits the generalisability of research findings
and conclusions drawn from the data [79].

5. Data Collection

This research began with the literature review on value distribution issues in agri-
food supply chains, hybrid organisations, inclusive value chain development (IVCD) and
sustainable business models in order to identify the key research gaps, which offered a
foundation for the development of data collection. The case study method [80] was chosen
in this research as it facilitates the richness of case data [81]. Triangulation of data collection
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through focus groups, semi-structured interviews and documentation, which was adopted
in this research, increases the validity and reliability of the research [80].

First, to deepen the understanding of how leaders of hybrid organisations understood
their impact on value chains, four focus groups (two in Thailand and two in the UK)
were conducted to explore and better understand their business models and their paths
of inclusive value chain development. One of the workshops in Thailand also included
attendance by both Cafédirect and Divine Chocolate staff, whilst one of the workshops
in the UK included attendance by the founder and CEO of both Akha Ama Coffee and
Jaspberry Organic.

Secondly, 22 in-depth and semi-structured interviews with the leaders (managing
directors or senior leaders) of leading social enterprises in agrifood value chains both
in Thailand and the UK were then conducted. Researcher access to senior leaders is
notoriously difficult and, in consequence, sample size tends to be small [76].

Finally, secondary data for each of the participating organisations were reviewed—
for example, published financial statements, social impact reports and other documents
(Table 1 presents the data sources). The ten social enterprise hybrids in both Thailand and
the UK (see Table 1) in this study are competing in sectors such as hot beverages, dairy,
chocolate confectionery, snack nuts, rice and organics. Thailand was chosen to participate
in this research mainly because of the growing number of social enterprises in the Thailand
agrifood sector in recent years [82]. In addition, while Thailand has been ranked amongst
the world'’s top 5 countries producing and exporting food products for the global market,
smallholders and growers still suffer from inequalities in value chains [83]. Moreover,
given the maturity of the social enterprise sector in the UK, its cases also provide valuable
lessons. In addition, these chosen cases involve different food products, different sizes of
companies, as well as different context countries (in Thailand and the UK), consequently
providing different perspectives in inclusive value chain development, thus improving the
external validity of the research.

6. Data Analysis

To ensure internal validity and reliability, a constant comparative method was utilised [84].
Multiple responses were compared against each other, with field notes and secondary
sources. We subsequently interpreted these data outputs and provided underlying ratio-
nales for each organisation’s actions from the data [81]. External validity and reliability
were increased through triangulation with both secondary sources (internal reports, exter-
nal reports, news media, sales ledgers, etc.) and taking versions of the work back to the
case organisations for their feedback and comments [85].

Interviews and focus groups were recorded, transcribed and run through a series of
categorisation, abstraction and comparison processes to identify themes which contribute
to theory development [86]. During these processes, specific attention was given to the
decisions made by our informants and the how they talked about their business models.
Both authors analysed the interview transcripts independently. This was first carried out
manually to stay close to the empirical data and generate codes, and then using the Nvivo
software package to scrutinise the veracity of our coding and theorising. Aspects of theory
were then reviewed iteratively to decide on the direction of future data collection, and
emergent themes regarding the business models and value capture were then presented to
participants for review and refinement before writing the final document. As a result, we
built a business model canvas for each of our case social enterprises (see Figure 2a—j).
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Table 1. Data sources.

Code Organisation and Mission Market Sector and Year Founded Interviewees Secondary Data
Akha Ama Coffee Coffee Newspaper articles, company’s public
A Mission: “Improve the livelihood of and to strengthen the people of the Founder and CEO (2) Yspaps s company s p
. g R P Founded 2007 interviews and articles, leaflets
village sustainably and organically though coffee and local produces
Cafédirect CEO (1) Annual reports, shareholder reports,
Mission: “We champion the work and passion of smallholder growers, Coffee, tea and cocoa . newspaper articles, Gold Standard
B deliveri . . . o . . . Commercial Manager (1) 3
elivering great tasting hot drinks to improve livelihoods, whilst pioneering Founded 1991 o Impact Report, Cafédirect Producer
X ” Producer Organisation leader (1) R R
new & better ways to do business. Direct Charity Report
Dairy Home Organic dairy products including ice
C Mission: “Improve the health of people, workforce, and the community cream, yoghurt, fresh milk, milk tablets, . CEO (1) . Newspaper articles, company’s public
. . ' butter and bakery Business Development Director (1) interviews and websites, leaflets
through organic dairy products . I
Founded as social enterprise in 2018
Divine Cocoa confectioner CEO (1) Annual reports, newspaper articles
D Mission: “Improve the livelihoods of cocoa farmers by putting them higher y ports, newspap ’
- Founded 1998 Manager (1) board meeting minutes
up the value chain.
Doi Tung Coffee, macadamia nuts, handicraft and Annual reports, f1nanc1'al reports, 1eaﬂ€zts,
.. " . . CEO (1) books, newspaper articles, company’s
E Mission: “Solve the poverty and lack of opportunity of the people of tourism . . - . .
K . . Y Business Development Director (1) public interviews and websites,
Doitung through human, environmental, and economic development Founded 1988 1
company’s clips
Lemon Farm: Organic food re’faller in Bangkok, General Manager (1) Leaflets, newspaper articles, company’s
F .. " . . Thailand . .. X .
Mission: “Create good and organic foods for better health of everyone Supply chain manager (1) public interviews and websites
Founded 1999
Liberation Nuts CEO (1) .
H Mission: “To improve the livelihoods of small holder nut producers, we do Nuts (cashews, ground nuts) Board Director (1) Annual reports, impact reports,
. P Founded 2007 board minutes
that by growing the brand. Producer Group leader (1)
. . - . . .
o ) Siam Organic ' ' ' Organic rice, organic pasta, organic tea Managing Director (1) SROI report, B CorP report, annua}
I Mission: “solves the problem of farmer poverty through innovative organic bags Business Development Director (1) report, newspaper articles, company’s
products with global appeal” Founded 2011 P public interviews and websites
Tropical Wholefoods
Mission: “the home of Fairtrade and Organic dried fruits, nuts and snack . . .
I , Dried tropical fruit and cereal bars . .
J bars. We pay fair prices in advance, develop and market farmers’ products, CEO (1) and supply chain manager (1) Annual reports, newspaper articles
. . Founded 1998
run our own UK factory and share useful technology and experience with
our overseas partners.
Xongdur Thai Organic Foods Organic cereal bars and cereal drinks, Newspaper articles. company’s public
K Mission: “Improve the health and strength of the community to be locally organic flour- and rice-based products Founder and Managing Director (2) pap ! pany’sp

sustainable through organic foods—Good foods are the best medicine”

Founded 2000

interviews and websites, leaflets

Note: * Social Return on Investment.
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that can give directly through story of Partnership with IKEA p-rod}.l(_:ing_tl?f_e pro_d ucts,
opportunities and direct from villages to supply products. Plus el g i e
change the lives of the combined with high new partnership with of land for local villages,
poor and minorities in quality products. Apaiphubeth hospitals plus 32:; in
Northern Thailand.” to investigate natural man uring.
>— < >medi|:ines. _/ \ _/
Products include coffee
& cafe, macadamia e Channels \ (Resources \
nuts, traditional Segments Domestically focus on Traditional designs.
handicrafts, ceramic, Thai professionals, the retail coffee bars Trust of the brand in
clothing & accessories, expats, tourists. IKEA retail shops (retailers) doing community
tourism. Work with customers. and own shop in development and
11,000 people across Bangkok airport. empowerment. Plots of
29 villages. Internationally, export land were given to all
to IKEA shops. farmers.
o N\ )\ AN )
( N o\
Costs Revenues
Cut out middlemen but additional costs in educating and Mainly from the sales of the products domestically and
changing the mindset of the locals and costs of the land internationally (IKEA limited edition projects, mainly
plots for local villages. Focus on sustainable agriculture. ceramic and handicrafts). Also donatiens from PWC for
\_ __J \_educational programmes. J
\_ Value Capture J

()
Dairy Home Business Model

4 Y4

Value Proposition Value Creation and Delivery \

) 4 \ /—\
/Value Proposirtion\ fCustomer Key Partnerships Activities

“Thailand's first 100% Relationship Partnerships with the Educating the dairy
organic dairy company. Customers engaged dairy farmers to ensure farmers in organic
Comply with European directly through story of the organic quality of methods, micro-lending
organic dairy standards. 100% organic dairy raw milk. Employees at preferential rates for
products, mainly regular given shares. conversion, producing

Own processing facility

customers and commercialising
and investment in farm \ / \ j i
ecosystem services in /_ \ /_ \
terms of soil health, Customer Channels Resources

biodiversity and Segments Domestically focus on Technical knowledge on
reducing greenhouse Thai professionals, the high end retailers how to organically farm,
gas emissions. expats, and kids who (Gourmet market, Villa milk quality monitoring
are allergic to non- Market, Foodland, ability, talented and
organic dairy products. Tops). Their own motivated employees
restaurant outlet in with ownership
Khaoyai. mindset.

L AN )\ AN )
4 ™\
N

Costs Revenues
Cut out costs of medicines and feeds, eventually the Mainly from the sales of the premium products
farmers make more profit margin from less yield. Pay domestically via retailer outlets and their own outlet.

farmers premium price, 40% above conventional price.  J \_

\_ Value Capture Y,

(d)

Figure 2. Cont.
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Jasberry Organic Business Model

-

Value Proposition

/:falue Proposirtion\ /-

“the world's healthiest
organic rice that
alleviates farmer
poverty in Thailand.
Every grain of rice helps
improving the quality of
life of the poor.”

Now waorking with
3,000 farmers
producing rice for
Jasberry rice brand,
high levels of anti-
oxidants. B Corp
registered.

S

N\

‘\

Customer
Relationship

Customers engaged
directly through story
of the healthy organic
rice & social benefits to

farmers.
4

N\

Customer

Segments

Mainly expat & Thai
professionals in
Thailand and overseas
markets e.g. North
America.

N

)

-

\\thollefoods Jetc.) J Q“"“ censumption. _/ )

Value Creation and Delivery \

Activities

Micro-lending via 3

party Kiva,
commercialising their

Key Partnerships
Partnerships with the
rice farmers to ensure
the organic guality of

rice. With Thai own brand products.

met_rologlcal office to Investment in climate

advise farmers of change adaptation

optimum time to plant methods.

seads., _/ \ )
[C hannels ) /Resou rces \

Technical knowledge on
how to organically farm,
rice quality monitoring

ability, ownership of the

Domestically focus on
the high end retailers
(Gourmet market, Villa

Market, Foodland, !
Tops). Internationally rice breed. AIS‘? Hikll
i el T farmers keep rice for

-

(.

N M)
Costs Cut out middlemen but additional costs on Revenues
educating the farmers in erganic production methods. Mainly from the sales of the products domestically via
Also provide preferential micro-loans for organic retailer outlets and internationally via wholefood
conversion. Plus high quality organic seed. Pays farmers retailers.
\_ 200% more than conventional rice price J y,
Value Capture J

(e)

Lemon Farm Business Model

-

~N

Value Proposition

-

Value Creation and Delivery \

“organic and chemical
free products at the
stores”

Unigue retail outletsin
central Bangkok with
own branded range
also. Some of the stores
host cafes/restaurants.

Also campaign with
environmental groups
against harmful
chemicals.

/Value Proposirtion\ (¢

Customer

Relationship
Customers engaged
directly through story of
100% organic products,
mainly regular

: customers :

Customer

Segments

Thai professionals,
expats. Focus on
healthy families,
healthy diet.

L 4N )

~

/Key Partnerships \' Activities

Partnerships with the Educating the farmers,

networks of organic managing the
farmers/groups of procurement & logistics
fishermen to ensure the of the products, selling
organic quality of products through their

produce. Farmer groups own stores. Investment

\ha\re seats on board. } \in organic farming. /
) (Resoumes h
A pool of organic
producers and the
customer trustin the
company’s brand.

Channels
Domestically focus on
their own outlets across
the country

\L AN )

N A
Costs Revenues
Pay premium for organic produce. Investment in organic Mainly from the sales of the products domestically via
production training. Climate Change adaptation their own outlets, own brand, cafes and restaurants.
Lprogramme. Bangkok retail locations high cost. JAS )
\ Value Capture Y.

Figure 2. Cont.
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Divine Chocolate Model

~

Value Proposition

-

Value Creation and Delivery

/_
'\ Y N

Value Proposition
“delicious Fairtrade
chocolate brand which
is farmer-owned"”.
Salesin UK, US and
Scandinavian markets.
Range of block
chocolate flavours, dark

ustomer

Relationship
Customers engaged
directly through
partners e.g. Comic
Relief, Christian Aid.

(& %

\
(Activities \
Focus on gender justice

and Forest Friendly
Cocoa Progamme with

Key Partnerships
Kuapa Kokoo Farmers
cooperative in Ghana
has 20% share in Divine
and 2 seats on board.

: RSPB and IDH
Retailers Co-op, Oxfam Sustainable Trade
and Whole Foods in US. Initiative

chocolate vegan range
and seasonal novelties
2.g. Easter Eggs, Advent
calendar. Own label

rCI..I stomer

Segments
‘Women professionals

<

;Ut:rF;W t&tﬂop e 30 years +, Fairtrade
= "“_: campaigners and

Divine is also now a B- vegans

corporation. ’

N )

AN

.
(Cha nnels

Focus on supermarkets,
but also cafes, Oxfam

Vs

Resources
Board as investments
from manufacturer,

shops and Traideraft Dutch ethical investor
catalogue. Plus now Oikocradit plus the
online.

farmers.

N N_______J)

Costs! Fairtrade premium, social premium payments
plus producer support & development costs which is 2%
of turnover used for gender empowerment programmes.
plus sustainable agriculture training.

— )

vy

Revenues
Branded, own label sales and online sales.

L% J

Value Capture

(8
Liberation Foods Model

N

Value Proposition

4 A

Value Creation and Delivery

farmer ownership via

unique story of farmer
International Nut

ownership and healthy

Cooperative (producer plant based nuts.
groups on 3
continents)” "

Value Proposition\ Customer \ Key Partnerships \
“Fairtrade premium nut Relationship International Nut
company with 49% Customers engaged via cooperative has 2 seats

Activities

Producer support in
sustainable agriculture
projects

Campaign on liberating
Macadamia & peanuts. lives focused on gender
\ empowerment.

on the board. Supply
cashews, .Brazils,

Branded sales in UK

/
<

market via Waitrose Customer

and own-label nuts and

Peanut butters for Segments -
Consumers who like

supermarkets. health ks

Liberationis a savoury neaith snac

Community Interest L s

Company and also
working towards B-corp

status / \

/)

) ; Processing at origin. :
(rChaﬂnEh ) Resources

Focus on supermarkets
for branded and own
label sales of nuts and
nut butters.

Strong relationships
with producers in
central America,
Southern Africa and
India. High gquality nuts.
Won 2019 Sustainable
Z

/ Qusiness Award

o

Y N
Costs: Fairtrade premium, social premium paymeants Revenues
plus producer support & development. Branded, own label sales of nuts and nut butters.
Invest in Amazon reforestation programme and
alternative income generating projects for Brazil Nut
gatherers. J J
Value Capture )

(h)

Figure 2. Cont.
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Xongdur Organic Foods Business Model

4 )

( )

Value Proposition Value Creation and Delivery
/Va lue Propos ition_\ Customer Key Partnerships Activities \1
“Build a sustainable Relationship Partnerships with Training in organic
community through Customers engaged contract organic sustainable production
certified organic foods". directly through health ‘_“’ rmers. Invest profits methods. Farmers less
Sell organic ceraal benefits ta self and to in training and exposed to chemicals.
drinks, bars and snacks. e InTEn community social Two automated
Tasty, healthy, and projects e.g. schaols and processing factories.
pesticide residue-free. N < >ﬂum—< (N )
Formed farmer circles Customer Channels (Resou rces \
for peer to peer Segments Sold through retail Products have been
learning regarding Thai professionals, outlets including certified from the
organic methods. expats, tourists. department stores and international standard
online channels. Plus of IFDAM, Organic EU
restaurants. USDA and Organic
Exports to Laos, Canada
\ / Singapore & Hong Kong. A
N a
Costs Revenues
Manage their own organic farms to supply preduction. Mainly from commercial activity 60% retail and 40%
Pay organic premium to contract organic farmers and online.
LI nvest profits in training on organic production methods. VAN y
\ Value Capture )

@)
Tropical Wholefoods Business Model

4 N

Value Proposition

-

Value Creation and Delivery \

(Value Proposition\ 'fCustomer )

Fairtrade and Organic Relationship

dried fruits, nuts and Customers engaged
snack bars. Solar fruit directly through unique
drying in country of healthy and Fairtrade

/I_(ey Partnerships
Producer groups: Fruits
of the Nile Uganda,
Geban Afrique in
Burkina Faso and
Mountain Fruits in
Pakistan.

\ Activities

Mill and packing facility
in UK. Investmentin
adding value at origin
e.g. 2 nut processing
factories in Pakistan via

origin. This adds value, certification.

extends shelf life, and

makes fruits more > <
transportable, retaining

waste at the point Customer

where it is grown. Plus Segments

no preservatives or
sugars are added.
Dried mango, cashews,
apricots, banana from work with producer
East Africa and groups on gender

\Qakistan. / Qmpowe rment. /j

Healthy-foodies. Also
target fair trade
campaigners with their

\ j Sainsburys
/(_:hannels \' Resources

High street UK retailers,

Soil Association
Holland and Barrett, certified. Comic Relief
Planet Organic, Fresh & funding used to fund
Wild and as Nature development with
Intended. Plus online Geban Afrique on

via Amazon Biogas as energy for

\\ / Qr\ring Mango. J‘})

(( N \
Costs Revenues
Fairtrade payment (minimum price and social premium). Grant funding for producer development from Comic
Plus advanced payments to producers ahead of Relief, Sainsburys Fairtrade Development Fund and
Ls,hrp ments. ) kDepartment for International Development. )
\_ Value Capture y,

)
Figure 2. Ten hybrid business models.

The next stage of the analysis was to theorise conceptual categories. Working closely
with the hybrid organisation, sustainable business model and IVCD literature, we ab-
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stracted twenty empirical themes and five conceptual categories from the data. Three
aggregate theoretical dimensions capture how hybrids create and manage IVCD. The data
structure is presented in Figure 3 below.

Empirical Themes Conceptual Categories Aggregate Theoretical Dimensions
* Premium product positioning 7 N
» Certification (fair trade & organic) Value Propos.rlfmr? via
« High quality produce product positioning
« Health benefits and certification
+ Traditional designs oM
+ Use of Origin —— Sustainability
Upgrading
= . RES " e %
Farmer ownership and equity stakes ] Brodiceriibiimibis
* Legal form B-corp, and Social Enterprise TIE i
¥ participatory
legal forms it
* Relationship with smallholders £
Partnership and
* Microfinance loans to farmers so]labora'tmns with
* NGO/private sector collaborations NGOs. rmcroﬁi}ance
lenders and private
sector.

| O Empowerment

Farmer empowerment programimes-

gender equity, female quotas )
Comumumity engagement initiatives Social and
Healthy society initiatives environmental
Focus on increasing biodiversity. soil activities

health, climate change adaptation, \.

reforestation projects

Blend of revenue streams. income.
philanthropy and grants
Payments from certification

Processing at origin

WVertical integration i e. going direct to

retail

Purposeful investment in social and

environmental impact

Value for Social

Multiple Vale Tmpact

Capture

o 4L

Figure 3. Data structure.

7. Findings

Our ten case organisations include a range of social enterprise hybrids (see Table 1)
from the agrifood sector working with smallholders, including Akha Ama Coffee (Thai-
land), Cafédirect (UK), Dairy Home (organic dairy, Thailand), Divine Chocolate (UK), Doi
Tung (community enterprises, coffee and handicrafts, Thailand), Liberation (nuts, UK),
Jaspberry Organic (Jaspberry organic rice, Thailand), Lemon farm (organic food retailer,
Thailand), Tropical Wholefoods (dried tropical fruits, UK) and Xongdur Organic Foods
(manufacturer of organic cereal, bars, cereals, Thailand). A number of key characteristics
have emerged from how these hybrids create and manage value in their business models
to promote more IVCD.

7.1. Sustainability Upgrading

Hybrid business models achieve a social, economic and environmental value proposi-
tion by different types of upgrading, which we have termed sustainability upgrading (see
Figure 3). First, a key feature of these agrifood hybrid business models is market access to
premium markets by both sustainable product and process upgrading. This is achieved
by a series of characteristics including product certification (organic and Fairtrade), health
positioning and authenticity (origin, traditional designs, relationships with producers).
This targeting of premium market segments ensures that the hybrid models can increase
the value paid to smallholders.

Jaspberry Organic (see Figure 2e) packs and distributes organic certified rice under
their brand “Jasberry”. Their rice is claimed to have the highest antioxidant level in the
world and is able to access premium rice market segments in the USA. In the case of
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Akha Ama Coffee (see Figure 2b), instead of selling the cherry and parchment coffee to
intermediaries for a low price, the smallholder farmers decided to process and market
the coffee themselves and established a chain of high-quality coffee bars in Chiang Mai,
targeting young professionals, expats and tourists, ensuring a better price for their organic
coffee and other produce. Akha Ama also roast their own coffee and their CEO explains:

“Our aim is to create more value for smallholders by integrating them into the growing,
roasting and retailing of their coffee.” (CEO interview, Akha Ama Coffee)

Liberation nuts (see Figure 2h) have invested fairtrade producer support and de-
velopment funds to help smallholder producers invest in peanut processing facilities to
redistribute economic value.

“Our peanut producers in Nicaragua are expanding their own processing facility capabil-
ities as we speak and we’re very involved in that project, feeding through the expertise
so they can build their own peanut processing plant and manufacture peanut butter at
origin. We're adding value back down the supply chain via both the fair trade premium
and the social premium we pay.” (CEO interview, Liberation)

A second characteristic of these hybrids is in terms of novel approaches to business
model governance. A number of smallholder farmer groups and their workers also own
equity shares in the hybrids (Dairy Home, Divine, Cafédirect, Liberation), providing a divi-
dend when the hybrid makes a profit (see Figure 2a,d,g,h). In addition, this shareholding
has also enabled some of the producer organisations to borrow money at preferential rates
against the asset of equity ownership. The Chair of the Divine board explains:

“Kuapa Kokoo farmers cooperative in Ghana have been able due to their ownership of the
Divine brand to borrow money at preferential rates to invest in organisational capacity
building and community infrastructure.” (Chair of Divine board interview)

Furthermore, the legal forms also signify to customers, investors and consumers their
sustainability credentials. Three of our business models (see Figure 2) are already benefit
corporations (Jasberry, Divine and Cafédirect); a further three are in the process of gaining
benefit corporation legal status (Liberation, Akha Ama and Tropical Wholefoods). A benefit
corporation is a new form of incorporation that legally places social benefits and the rights
of workers, the community and the environment on an equal footing with investors and
shareholders [87].

This novel approach to functional upgrading combined with product and process
upgrading is designed to increase the economic, social and environmental value for small-
holders. These are key characteristics of our new theoretical dimension of sustainability
upgrading.

7.2. Empowerment

It is clear from our data that our ten hybrids, in their value creation and delivery, have
constructed a set of partnerships, activities and resources with an objective to empower
smallholders (see Figure 2). Hybrid owners described how their business models were
explicitly intended to not only generate income for their organisation but also to promote
both community economic and supply chain development. Dairy Home, Lemon Farm,
Xongdur and Jaspberry Organic have grown their supply of organic produce by investing
funds in supporting farmer conversion to organic production coupled with investments in
farmer training. Micro-finance loans at preferential rates are brokered with microfinance
organisations such as Kiva for their farmers to support farm investments. The Dairy Home
(see Figure 2d) CEO explains their approach:

“When our farmers were short of cash flow and they didn’t have enough credit to take
loans from banks, we lent the money to them so that both their operations and ours can
continue. We cannot stop our operations as there is limited amount of organic milk in the
market and we are the biggest supplier. That’s our commitment to the customers and the
society that we have to deliver.” (CEO and Founder interview, Dairy Home)
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Jaspberry Organic (see Figure 2e) also requires the farmers to keep at least 25% of
their harvests for household consumption (food security), and the company guarantees
the purchase of the rest of smallholders’” production at a pre-agreed minimum price. Some
farmers were initially concerned regarding lower yields experienced in organic production.
However, both Dairy Home and Jaspberry Organic are able to focus on the economic
savings made by farmers coupled with the higher premium price paid to persuade them
that organic conversion is viable.

“We need to change the dairy farmers’ mindset that not the amount of milk they sell
and the revenue matter, but the savings they received at the end of the day plus the
higher premium market price. By converting their farms into organic farms, farmers
receive less milk per day but higher quality of milk and less spending on cow medicines
and feeds. Hence, they receive more savings as well.” (CEO and Founder interview,
Dairy Home)

This enables smallholder capacity building and reduces their reliance on expensive
resources.

Board-level participation by smallholders (Akha Ama, Cafédirect, Divine, Lemon
Farm, Liberation and Dairy Home) is also a key characteristic in six of our case studies
(see Figure 2). Such policies and practices empower beneficiaries by giving them a voice
and agency in organisational strategic direction and governance coupled with increased
access to resources, e.g., dividends.

“I think the ownership structure and the board are important and so the fact that the
board has got cocoa farmers on it to integrate the community of beneficiaries into the
ownership of the organization and decision-making structures of the organization. The
whole model feels like a genuine partnership” (CEO interview, Divine)

These hybrids also allocate resources and time to activities such as training and work-
ing closely with smallholders in business development to co-create new crops, products
and building community facilities (see Figure 2). This approach enables hybrids to build
strong relationships with producers. The CEO of Doi Tung (Figure 2c), which works with
marginalised ethnic groups in Northern Thailand, explains below.

“Initially, the people here did not trust us at all; it took us a long time to prove to them
that we really wanted to help them to have better lives. Then, slowly they changed from
opium growing and trading to coffee growing. Then, they started to learn how to roast
and make coffee as well. Eventually, they started to see improvements in health and
later in wealth and better education and future for their children” (CEO interview,
Doi Tung)

One of the founding strategic objectives of Divine (see Figure 2g) was to empower
female cocoa farmers in Ghana. Cocoa is seen as a “man’s crop” and there is entrenched
gender bias in its value chain. However, women play a crucial role in the tending and
post-harvesting of cocoa, which are key to the price paid. To address this inequality, Kuapa
Kokoo cocoa farmers cooperative, who are shareholders in Divine, implemented a strategy
of empowerment for female cocoa farmers by setting as an objective to achieve 30 percent
female participation at all decision-making levels in Kuapa Kokoo [88].

“A key decision at the outset in 1993 was to set quotas for women'’s participation in the
cooperative with at least two representatives of the village society had to be women, plus
there had to be a gender balance at both regional and national executive levels. In 2010,
Kuapa Kokoo for the first time a female president” (CEO interview, Divine)

It is clear that hybrids work to readdress power imbalances and an informant from
Lemon Farm (see Figure 2f) explains:

“We work closely together as equal partners with our smallholders as part of the organic
participatory guarantee scheme we have set-up learning schools and allowing our organic
growers through regional societies a say in the future direction of Lemon Farm” (CEO
interview, Lemon Farm)
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Doi Tung provide plots of land to smallholders to build their livelihoods.

“We even divided part of our lands into small pieces and gave them all to each individual
household in the village to grow the coffee and manage their own farms. What they
harvested from the farms, they can sell back to us at a guaranteed price or they can sell to
others, we are totally OK with it because our aim is to improve their quality of life and
livelihood.” (Business Development Director interview, Doi Tung)

All our ten hybrids demonstrate the delivery of environmental value, which requires
the design of integrated activities which build sustainability (see Figure 2). There are a
series of activities including climate change adaptation work (Cafédirect), reforestation
programme projects for Brazil nut gatherers in the Amazon region (Liberation) and using
biogas for drying mango (Tropical Wholefoods). The Akha Ama smallholders decided
to change to an organically sustainable system of mixed multi-cropping for their coffee,
reducing the use of chemical fertilisers, herbicides and pesticides. The coffee plants are now
grown in between larger fruit trees and a wide variety of vegetables providing produce
for own consumption and selling in local markets. This system is beneficial to the soil
ecology, produces humus, stabilises hillsides against erosion and retains moisture during
the dry season. Due to constant crop rotation, pests are less liable to negatively affect the
plants. Akha Ama have now invested in a learning school to train the next generation
of social entrepreneurs. Hybrids are geared towards reinvesting in their enterprise and
supply chain, rather than the capital gain aspect of a standard limited liability company.
This shows a more holistic approach to working with smallholders.

“Even though I see some new business opportunity, I will not go for it if it does not
help improving the lives of my village’s people. To grow my business, I will not go
into anything that only makes profit; it also needs to be beneficial for my community
and their environment. I would rather focus on my village’s people and what they are
capable of, which maybe growing some fruits and vegetables. We have organised a village
committee, which meets regularly to discuss any key issues with production. We also
agree the annual coffee price through this committee by sharing costs of inputs etc. The
leading females in the village participate actively in these discussions and often prepare
the records of costs” (CEO and Founder interview, Akha Ama)

Doi Tung (Figure 2c) invests in education and schooling projects which are designed to
improve the sustainability of highland communities; for adults, this increases the likelihood
that their children would stay in the home community and care for them in the future.

7.3. Value for Social Impact

Hybrids employ a number of mechanisms to ensure that economic value is captured
and is shared more equitably amongst smallholders. Firstly, a number of hybrids purpose-
fully pay more for their raw materials from smallholders through both certification (organic
and fairtrade) and agreed equitable pricing agreements. This is designed to facilitate the
livelihood development of smallholder producers; fairtrade certification commits hybrids
to pay fair prices for agricultural commodities. The calculation of a fairtrade price is
based on providing a reasonable income to smallholder producers and does not fluctuate
in the same way as conventional market prices. In fact, the fairtrade price is agreed in
consultation with smallholder farmers. This aspect of smallholder participation in pricing
decisions is also illustrated by Akha Ama Coffee in Northern Thailand, who explain,

“We sit down each February in a meeting with villages to agree the coffee price for that
season. We share our respective costs, challenges and arrive at an agreement. It is often
the women in the village who contribute most to these discussions and usually have
prepared the evidence of costs and purchases” (CEO and Founder interview, Akha
Ama Coffee).

Secondly, some of the hybrids studied have embedded in their memorandum and
articles mechanisms to reinvest profits into smallholder development. Cafédirect have
written in their memorandum and articles that 33% of operating profits are reinvested
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into their Gold Standard social and environmental development programme. Divine
pay 2% of their retail sales into a producer development fund for a range of social and
environmental initiatives including building schools so that there are better schools in
rural areas. These programmes are often delivered in collaboration with an NGO partner,
showing the importance of contingent spillover in the design of these hybrid business
models in their multiple value creation and delivery.

Our informants described how the strategies that they devised were explicitly intended
to not only generate income for their organisation but also to promote community economic
development and empowerment. The director of an organic food company in Thailand,
Xongdur Organic Foods, (see Figure 2i) comments below.

“That’s the whole point of our company; our company is here to change the way that the
food industry works by aiming to improve the livelihoods of farmers. So, we would not be
here at all if it wasn’t for that aim.” (Director interview, Xongdur Organic Foods)

Third, the hybrids are adept at securing funding from a range of sources including
grant funding (e.g., Tropical Wholefoods from UK-based charity Comic Relief), corporate
donation (e.g., PWC to Doi Tung) and social investment (e.g., Oikocredit investment in
Divine) to provide a blend of finance (see Figure 2a—j). Our informants also describe how
strategies are designed to catalyse prosocial and environmental changes in commercial
business practices by changing business norms. For example, a common aim of our
population of hybrids is to show mainstream Fast Moving Consumer Goods (FMCG)
manufacturers how trading fairly with smallholder farmers can be commercially viable.

“The mission used to be only about the livelihood of growers. It now is also about product
and about business pioneering as well.” (CEO interview, Doi Tung)

8. Discussion

The general conception of IVCD is “positive or desirable change in a value chain to
extend or improve productive operations and generate social benefits such as poverty
reduction, income and employment generation, economic growth, environmental perfor-
mance, gender equity and other development goals” [1].

This study shows how social enterprise hybrids are able to address a number of
challenges identified in the IVCD literature including power imbalances, capacity building
(organisational and community), access to both credit and markets and gender equity [34].
Hybrid business models create a value proposition that delivers sustainability upgrading
for smallholders via product, process and governance upgrades, which empower small-
holders to achieve development goals and create multiple value for social impact. First,
sustainability upgrading to access higher valued markets is achieved via product certifica-
tion or leveraging origin and authenticity, whilst also being more integrated in the value
chain via novel governance approaches (e.g., equity ownership) or by owning processing or
retailing facilities. This mix of activities shows how multiple values, particularly economic
value, can be created for smallholders. A further characteristic that can be added to the
business model to support sustainability upgrading is the organisational legal form e.g.,
B-corporation, which ensures a focus on social impact. In addition, the purposeful use of
microloans, i.e., access to credit, helps smallholders to invest in key strategies such as or-
ganic conversion. Providing this type of access to credit does not assume that smallholders
have the financial resources to invest in these types of initiatives [1].

Second, the evidence shows that a focus on empowering smallholders is a key charac-
teristic of how social enterprise hybrids both create and manage value chains. According
to [43], empowerment is conceptualised in terms of three different forms of power in-
cluding power within, i.e., sense of self-esteem and worth, power capabilities and power
with collective action to achieve more than is possible for an individual alone. Empower-
ment is the transfer or acquisition of power, be it by an individual or a group [42,89,90].
This may involve the process of capacity building, which increases the participation and
decision-making power of individuals and groups and may potentially lead to transfor-
mative action [91]. Equity ownership for producer groups, and gender empowerment
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programmes and quotas for female representation at producer organisational level, clearly
target both power imbalances and gender equity within value chains. Equity ownership
provides a voice and agency via board representation and also an asset which financial
investment can be borrowed against. This clearly provides empowerment due to increased
decision-making power for smallholders. A range of business model structures are created
to facilitate the participation of smallholders in key decision-making processes including
regional societies to discuss community development, village meetings to discuss annual
pricing, smallholder board representation and producer foundations to raise programme
funding. This research responds to the call by the authors of [92], who argue that there is a
scarcity of studies on empowerment in value chains.

Third, creating value to increase social impact and improve smallholder livelihoods
is a key characteristic of hybrid business models. This is done through a variety of ap-
proaches which bring together a range of financial resources, including higher prices paid
to smallholders for raw materials, specific clauses in company memorandum and articles
to ensure that additional funds are paid to smallholders, coupled with the ability of these
hybrid business models to secure funding from a range of sources. A number of the
hybrids studied commit additional profit for reinvestment in social and environmental
programmes, e.g., Cafédirect (Figure 2a), with 33% of its operating profit being invested
in Producers Direct. This is then used to fund a range of social and environmental pro-
grammes, often in collaboration with NGOs, charities and government agencies to deliver
social and environmental impact via contingent value spillover. These hybrid business
models are also adept at securing funds from commercial, grant and social investment
sources, providing a blend of investment, e.g., Tropical Wholefoods (Figure 2j) has secured
funds from UK Charity Comic Relief, Sainsbury’s Fairtrade Development Fund and the
former UK Department for International Development for a range of programmes to scale
up social impact.

Our analysis enriches the concept of ICVD by theorising the ways in which social
enterprise hybrids create and manage value chains. This hybrid-driven approach to
IVCD enriches this concept beyond the narrow technical innovation and economic focus
which currently dominates this literature. We bring empowerment, sustainable upgrading,
improved distribution of economic value, reinvestment of profits in creating social and
environmental impact and novel governance arrangements to this literature as important
features of building inclusive value chains.

9. Conclusions

This research answers the call by previous authors who argue that there has been
limited research on how business models can be designed to integrate smallholders into
value chains in more inclusive ways [6,15,93]. We contribute to the literature on IVCD, sus-
tainable business models and hybrids by utilising the business model canvas to identify the
business model characteristics that hybrid organisations use to create and manage IVCD.

It is clear that hybrid business models are able to meet the challenges for incorporating
smallholders into value chains identified in the IVCD literature. Hybrids achieve this by
more inclusive approaches to value chain sustainability upgrading, novel approaches to
governance and empowerment and creating value for social impact. Returning to our
research question, How do hybrids create and manage value chain development?, social
enterprise hybrids, when creating value chains, work to address power imbalances such
as gender inequality and deliver social benefits due to their social mission. They do this
by a number of business model characteristics, including designing equitable pricing
arrangements in discussion with farmers, e.g., fairtrade certification, providing credit
arrangements at preferential rates and access to premium market segments. Our research
shows how hybrids provide the financial investment necessary to build IVCD.

Hybrids also purposefully allocate funds to build producer empowerment activities
to ensure the capacity building of farmer organisations, work on food security, gender
equality, education and environmental programmes to build agency for smallholders. Fur-
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thermore, new approaches to governance, legal form (benefit corporations) and ownership
are employed by hybrids to develop more inclusive value chains that target positive so-
cial and environmental change. Equity ownership for producer groups, increasing their
economic value received, coupled with gender empowerment programmes and quotas
for female representation at the producer organisational level, clearly target power imbal-
ances within value chains. These aspects of individual and collective empowerment are
a new contribution to both the hybrid organising and IVCD literature. Moreover, some
producer groups are going direct to market via their own social enterprise retail outlets,
e.g., Aka Ahma Coffee (Figure 2b), reducing the economic value taken by intermediaries
in the value chain. Social enterprises, due to their multi-stakeholder approach, appear
to be well placed to collaborate and develop activities and partnerships with NGOs and
other partners to create multiple value in the delivery of both social and environmental
programmes. These identified characteristics provide a useful contribution to the IVCD
literature, showing the importance of hybrid business models in delivering positive social
and environmental value.

This paper also appears to answer the recent call in Nature for more research on
appropriate business solutions for smallholder farmers to address growing problems of
food insecurity and poverty. The business models developed in Figure 2 provide important
templates for both practitioners and policymakers planning or striving to achieve more
IVCD. Furthermore, we have also shown the potential of value chain perspectives for
future research into social enterprises. Gary [94] was the first to use the term governance
in his influential contribution to “Commodity Chains and Global Capitalism” [94]. Here,
in [94], governance is defined as the “authority and power relationships that determine
how financial, material and human resources are allocated and flow within a chain”. On
this basis, Gereffi distinguished between “producer-driven” and “buyer-driven” chains and
argued that barriers to entry constitute the key determinant of the “governance structure”
of these chains. The dominant questions in most global value chain (GVC) scholarship
centre on the generation, control and distribution of economic value. Whilst not dismissing
the importance of these questions, we have cast the net wider to consider the role that social
enterprise hybrids can play in addressing the imbalances and governance tensions in value
chains. The “hybrid-driven value chains” studied here demonstrate how more inclusive
participatory approaches can be more effective in achieving development goals. Future
studies on the role of social enterprise hybrids in regional or international supply chains
could be enhanced by applying a value chain approach to deepen our understanding of
how hybrids create economic, social and environmental value. This analysis could also
provide valuable lessons to those more enlightened corporate firms who are aiming to
make a positive contribution to achieving sustainable development goal targets by working
with smallholders in a more collaborative way. Furthermore, this paper has focused on
empirical evidence sourced from hybrid leaders; future research could also seek the view
of smallholder farmer leaders.
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