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Abstract: Relying on the hybrid organization literature and the circular economy literature, our study
aims at theorizing how hybrid organizations adopt circular economy business models to contribute
to sustainable development. Through six in-depth interviews with social entrepreneurs located in
different regions of Italy and operating in different industries, we theorize that four aspects are unique
to hybrid organizing that adopt a circular economy business model. We find that hybrid organizations
foster sustainable development thanks to their ability to develop and maintain relationships with the
surrounding organizational realities. Additionally, we find that hybrid organizations contribute to
sustainable development thanks to their motivation to guard and watch over the natural environment
and human beings. In addition, we find that hybrid organizations foster sustainability by educating,
spreading knowledge, and ennobling the human spirit. We therefore present a conceptual model
that shows how hybrid organizations that adopt circular economy models contribute to sustainable
development. In sum, our findings expand on previous literature, add new knowledge, and integrate
fields of research that usually develop in silos.

Keywords: hybrid organizations; social entrepreneurs; circular economy; circular business model;
sustainable development; environmental sustainability; social sustainability

1. Introduction

The current economic paradigm presents a series of failures that are subjects of abun-
dant and multi-disciplinary literature [1,2]. From a structural lack of social justice to the
ecological depredation of our “common home” [3], researchers from different fields have
investigated, on one hand, the historical causes that led our societies to this “irreversible
point,” and, on the other, solutions and alternatives to move away from a despicable status
quo. One of the main issues was identified in the linear nature of the economic model,
which has been dominating since the industrial revolution [4,5]. It is based on a growth
dynamic of take, produce, use, and throw away, which has increasingly fueled a “culture
of waste” [3]. This culture has had strong implications not only at the environmental
level—leading to excessive waste production compared to the absorption capacity of the
urban system—but also, and above all, at the social level. The unproductive and ineffi-
cient pre-economic virtues—such as “kindness, loyalty, humility, mercy, generosity and
hospitality” [6]—are subordinate to the mantras of engineering rationality and efficiency.
The latter, sustained by the rhetoric of meritocracy [7], commodifies human beings and
polarizes them at the two ends of a spectrum. On one end are the capable ones, who
deserve and merit jobs, wealth, and social recognition because they fit the expectations of
the market, and on the other end are those who—for reasons which most of the time are
not even accountable to them—underperform, aren’t capable, who are “waste” because
they are not useful to the economic effort. As a result, when profit maximization and other
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economic values step over human ones, exclusion, discrimination, and suffering come
about. On an international level, the crises we are experiencing can all be traced back to a
single cause: the inability and insufficiency of the current economy to evolve according
to the rhythms of nature and human needs and the characteristics of an economy that
is “devouring natural resources, socially divisive and environmentally hostile” [8]. This
conclusion was anticipated with extreme clarity in the encyclical “Laudato Si”” [3], in which
the role of culture and the necessity of a cultural revolution are highlighted [9]. This aspect
was also stressed at the international level by the United Nations Agenda 2030, COP21,
and the New Urban Agenda. Starting from the question “What kind of world do we want
to leave to those who come after us?” emerges the necessity to identify theoretical aspects
able to translate into action this expected cultural revolution. Alternatives to the paradigm
of profit-maximization exist.

Today, we are all called upon to change our ways of producing [10] in order to ensure
a fair redistribution of wealth [11], reducing the negative social and environmental impacts.

In short, we need a new “hybrid” economy capable of improving the status quo, based
on the maximization not only of instrumental values but also of immaterial values linked
to man and the natural ecosystem [12]. Nowadays, in fact, there is an increasing number
of initiatives whose mission is dual or even threefold: achieving financial sustainability
and delivering a positive impact for society and/or the environment [13,14]. These new
entities are commonly known as “hybrid organizations,” defined as organizations that
“combine institutional logics in their efforts to generate innovative solutions to complex
problems” [15] and are gaining worldwide attention since they can embrace the new
paradigm—commonly known as sustainable development. Hybrid organizations usually
are born from ideas and innovations that challenge the status quo and seek new ways
of producing and consuming [16]. However, extant research lacks a deep understanding
of how hybrid organizations adopt circular economy models to contribute to sustainable
development [17].

To explore this phenomenon, we decided to conduct six in-depth interviews with
social entrepreneurs. A semi-structured interview was conducted with the representa-
tives of the hybrid organizations. The data collected through interviews have also been
complemented with publicly available information, such as annual company reports or
corporate websites, wherever possible. To analyze the interviews, we decided to follow
Gioia’s methodology [18]. This approach is indeed widely recognized as a rigorous induc-
tive method to conduct qualitative research. Our findings reveal that four aspects are at
the basis of circular economy models used by hybrid organizations to foster sustainable
development: faith, care, do with, and pedagogy. Our work expands on previous literature on
hybrid organizations and integrates this with that of circular economy. The paper is orga-
nized as follows. In the next section, we introduce the theoretical background concerning
hybrid organizations, social enterprises, circular economy, and sustainable development.
We then outline the adopted methodology, explaining the research setting, data collection,
and data analysis. Later, we describe our main findings. Lastly, we discuss our results and
highlight our conclusions, focusing on their implications for theory and practice. We also
review the limitations of our analysis and suggest future research directions.

2. Theoretical Background
2.1. Hybrid Organizations and Social Enterprises

In the last decade, individuals’ awareness of the impacts generated by a firm’s activities
increased more than ever. Consumers, investors, workers, institutions, and organizations
started to criticize those companies whose behavior was negatively affecting either society
or the natural environment. Similarly, other consumers, investors, and social actors started
to pay a premium price for those companies whose impact was beneficial for a large group
of stakeholders, such as the local community, the environment, and the employees [19]. The
expectations for the role of a corporation shifted from a shareholder value-maximization
view of the firm to a shared-value view of the firm [20-22]. As a response, several companies
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tried to reconcile and balance the expectations of several stakeholders, adopting new
policies and practices that are in line with the needs of the planet and people. New
organizational models have therefore been created with a mission that is not based solely
in profit-maximization; they are oriented also towards a social or environmental mission.
These new models are commonly known as “hybrid organizations” [23]. The term “hybrid”
comes from the tendency to assume both the typical aspects of a for-profit organization
and those of the nonprofit one. Among the different kinds of hybrid organizations, social
enterprise is the one that has found the greatest diffusion [24,25]. Research has shown that
one of the most difficult challenges that hybrid organizations have to face is the existing
tensions and conflicts between financial and the social logic [13,26-28]. These studies
have contributed to explaining the levers for developing and maintaining a hybrid nature.
They have rarely, however, examined how hybrid organizations apply circular economy
models to contribute to sustainable development. Adopting circular economy models is
challenging for hybrid organizations because it is likely to trigger internal tensions that may
contribute to being unable to achieve both a financial mission and a social or environmental
one [19].

2.2. Circular Economy and Environmental Sustainability

In this context, the circular economy is more and more put forward as a model to give
substance to the sustainable development concept [29-31], and the circular economy is in
line with the manifold objectives of hybrid organizations [32,33]. The circular economy is
conceived of as the opposite of the dominant paradigm of the linear economy, built on the
well-known extract, produce, use, and dispose process, with the final aim of decoupling
prosperity from resource consumption [31]. Therefore, circular business models seek to
retain the value embedded into products in the economy for as long as possible [32,34], to
ultimately reduce the dependency on virgin resources. The optimization of resource supply
and waste assimilation is dependent on closed loop material flows. In that perspective, the
development of long-lasting or easy-to—disassemble goods makes the initial design phase
the critical one to guarantee minimal product life-cycle impact [35].

2.3. Circular Economy and Social Sustainability

Even though, originally, the circular economy had been mainly intended to ease the
environmental burden of production and consumption processes, the notion of “circularity”
may apply to the societal [29,36-38] and cultural dimension too [39]. Indeed, to contribute
to sustainable development, the economic, environmental, and social aspects must be
simultaneously considered and balanced [30,40-46]. The circular economy aims to be
inclusive and participative, as its business models [47] reflect in different ways. First,
cooperation within the value chain and the synergic interplay of different stakeholders [31]
are crucial for enhancing resilience and low-impact productivity [32]. For instance, business
practices as the co-design or the take-back systems require a strong network [47] and
customers’ engagement [35] in the value co-creation process [46—48]. Second, collaborative
consumption and product-as-a-service models [34] help to promote a more sustainable
use of products and to extend the right of access to certain goods to people who were
prevented from accessing them. Within collaborative consumption models (such as sharing,
lending, renting, etc.), consumers may enjoy the access to a service without owning physical
goods. The re-orientation of consumers towards functionality rather than ownership could
represent one of the biggest challenges regarding circular business models implementation.
Furthermore, several activities related to the circular economy, such as remanufacturing,
are labor-intensive instead of resource-intensive [30], possibly leading to increasing job
opportunities and capabilities [48,49].

Based on the above, the need emerges to orient investments in implementation strate-
gies aimed at rethinking, according to a circular model, both the behavior of producers
and consumers and the relations between them and the space (physical and cultural) in
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which they operate, through the definition of new industrial relations, business models,
and corporate social responsibility [39,50,51].

2.4. Circular Economy and Encyclical “Laudato Si’”

The concept of circularity is strictly related to the one of regeneration, conceived of as
the rebuilding of natural capital [34] but also as bringing new life to existing materials and
architectures or improving people’s lifestyle and well-being by providing new opportuni-
ties. The idea of the circular economy as a regenerative economy is included in one of the
most accepted and employed definitions of the circular economy: “an industrial system
that is restorative or regenerative by intention and design,” from the Ellen MacArthur
Foundation [52]. Different circular economy frameworks are based on the concept of
restoration, which is strictly linked to the idea of reversing damage [33] by returning to a
previous or original condition [53]. Circular production cycles embed restoration through
waste management, repair, and remanufacture, among other things [35]. However, the
concept of regeneration goes further, since it is not tied to material or energy recovery, but
it entails the improvement “of the entire living and economic model compared to previous
business-as-usual economy and resource management” [30].

Indeed, internationally, the circular economy model has been recognized as a means
that, by moving beyond a sectoral approach focused solely on waste management, can
contribute to the overall organization of the city, its economy, its social system, and its
governance to improve urban productivity in multiple dimensions [54-57]. Adopting
a circular model of production and consumption allows for a holistic approach to not
only minimize environmental impacts from waste generation but also to simultaneously
promote quality of life and contribute to innovation, growth [58], and job creation [59,60].

This broad and comprehensive vision of regeneration boosts the design and the im-
plementation of alternative business models focused on the valorization of both discarded
material and vulnerable human beings [3]. From this perspective, the paradigm of integral
ecology, advocated also by Pope Francis in the recent encyclical “Laudato Si’,” emerges. It
includes participation, cooperation, coevolution, and self-organization among its funda-
mental principles, and it conceives of them as a means to make the evolutionary dynamic
of a certain community with local stakeholders and physical context last in time. “Laudato
5i”” proposes a definition of sustainable development enriched by a human-centered per-
spective that entails a reimagining of the concept of development as “integral and human
sustainable development.” From this perspective, entrepreneurial activity, whose objective
is to produce wealth, plays a fundamental role, especially in terms of the way in which
activities are organized and managed. The latter should be oriented towards the common
good [61-66] and, more generally, towards improving the living conditions of all, offering
even the weakest the opportunity to improve their conditions and explore their potential.
The circular model offers a new vision to orient strategies and actions to the common
good, assuming that the nature of man is that of homo socialis [12], whose realization lies in
strengthening the relational ties [67] that make him part of a community.

In this study, we therefore define sustainable development by considering its multiple
dimensions, namely the environmental, the social, and the economic. Until a few years
ago, sustainability was conceived of only as environmental sustainability; today, scholars
also refer to the social and economic dimension. Social sustainability is conceived of as
an economic development that considers the fundamental rights of the most vulnerable
and disadvantaged. Economic sustainability means economic development able to create
wealth and job opportunities.

3. Research Methodology

Since the literature on how hybrid organizations adopt circular economy models to
contribute to sustainable development is scant, we decided to adopt a grounded, theory-
based approach. This methodology is considered appropriate when there is a need in
literature to theorize processes and develop new concepts rather than rely on earlier
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theories [68]. As suggested by its originators, Glaser and Strauss [69], we began with
inductive data, engaged in simultaneous data collection and analysis, coded data, defined
theoretical categories, and checked these categories with more data. To ensure rigor and
solidity to our study, we decided to follow Gioia’s methodology [18], an inductive approach
characterized by three main steps: (i) first-order codes, (ii) second-order codes themes,
and (iii) aggregate dimensions. This section proceeds as follows. First, we describe the
empirical setting. Second, we describe the processes we followed to collect data. Third, we
illustrate how we analyzed the data, moving back and forth from qualitative data to theory.

3.1. Empirical Setting

We decided to collect data starting from social entrepreneurship initiatives located in
Italy due the following reasons. First, the Italian business landscape is characterized by
plenty of entrepreneurs whose mission is double or even threefold [70]: some of them try to
achieve a social and a financial mission, some others have an environmental and financial
mission, and the third sector has gained growing importance in the last decade [19]. In Italy
there are more than 22,000 social enterprises employing almost 650,000 people, equivalent
respectively to 6.3% of institutions and 71.0% of employees in the nonprofit sector. Of
these, more than half (57.5%) are social cooperatives, followed by associations, which
account for 15.4% [71]. Furthermore, the Italian business landscape is characterized by
social entrepreneurship activities that are born from people whose values are based on the
Catholic Church doctrine [72].

Secondly, we used the Economy of Francesco’s (for further details refer to the following
website: https:/ /francescoeconomy.org, accessed on 1 November 2020) network of contacts
to identify social enterprises to be interviewed. In fact, this initiative gathers not only
researchers but also entrepreneurs and change makers whose aim is to startup businesses
with a double or threefold mission. We therefore identified nine social enterprises, chosen
based on their territorial diversity and the different sectors in which they operate. In
fact, our aim was to respect the criterion of both territorial and sectoral heterogeneity, to
obtain as complete a picture as possible of the ways in which companies from different
sectors and territorial contexts can adopt the circular economy model to meet the various
objectives of sustainable development. Such aspects facilitate the adoption of a different
lens to study how hybrid organizations adopt circular economy models: under the lens of
the Economy of Francesco, a community of people, entrepreneurs, researchers, and change
makers who aim to change the current economic models and craft a future that is more
inclusive and just.

3.2. Data Collection

The data collection started in November 2020. First, we tried to contact the Chief
Executive Officers of nine hybrid organizations located in different regions of Italy. Un-
fortunately, only six of them accepted the invitation to be interviewed. Fortunately, as we
were interviewing the last two social entrepreneurs, we began to hear the same concepts
and links between concepts that previous interviewees had been talking about. We there-
fore thought we had reached data saturation and consequently could proceed with data
analysis. All the hybrid organizations included in our sample are in different regions of
Italy, namely Emilia-Romagna (Bologna), Campania (Naples), Umbria (Perugia), Tuscany
(Lucca), Piedmont (Turin), and Lombardy (Como). In addition, the hybrid organizations
included in our sample operate in different industries. Although sampling adequacy is not
a relevant issue for qualitative studies [72], we believe that the broad regional and sectoral
representation is one of the strengths of our sample. Table 1 reports information related to
the hybrid organizations and social entrepreneurs we interviewed.
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Table 1. Interview data.
# Industry Firm Description Special Feature Location Job R?le
Interview
Recovery of
Social enterprise secondary raw
1 Manufacturing proc.iucmg m .a terials; c.raft Bologna President
accessories made of  training for migrants
leather and fabric and asylum seekers
for employment
Cooperative born to Enhancement of
Management restore and manage - .
. artistic and cultural Marketing
2 of a a historic site in a . Naples .
e . heritage and strong Director
historic site problematic area of . R
. civil participation
the city
Agriculture Rehabilitation and Organic farming;
employment of .. . .
3 and . territorial and Perugia President
. people with o
accommodation N human valorization
disabilities
Soc1a1' enterprise Up-cycling and
producing tools and ltural exch .
accessories from cultural exchanges;
4 Manufacturing . craft training for Lucca President
recycled materials .
.. migrants and
and organizing craft
asylum seekers
workshops
Recovery of
Social enterprise r;;‘;(;icllsa?;f; v:al
5 Tailoring producing Turin CEO
. . exchanges;
tailor-made suits
empowerment of
migrant women
Store selling past-
season items of Social inclusion and
6 Retail well-known bljands employ'rr'lent Como CEO
and employing opportunities for
people with vulnerable people
disabilities

Before starting the full set of interviews, we completed two initial interviews that
served as a pilot for narrowing our interview protocol and research focus. We know that
bias in qualitative research depends on the instrument with which it is conducted, e.g., by
formulating the questions in a questionnaire or an interview in such a way as to guide the
respondents’ answers. In our case, the interviews were prepared following a structure that,
from our perspective, responded to the various aspects that we identified as characterizing
the circular economy approach for businesses towards sustainable development (see the
questionnaire in Appendix A). However, in all the interviews, after a brief introduction
explaining the objective of our research and the context in which it was carried out, our
interviewees freely recounted their experiences, and their dialogues were subsequently
interpreted and categorized with respect to the various items we had identified as charac-
terizing aspects of circularity and sustainability, considering also the suggestions included
in the “Laudato Si’.” This approach was very useful, as it allowed us to leave our inter-
locutors free and autonomous in communicating the information that they considered
most appropriate, highlighting aspects that, on the contrary, could have been penalized by
following a rigid structure conditioned by our vision.

Each interview was recorded and lasted from a minimum of 45 min to a maximum of
90 min. At the beginning, we asked them to explain the business model adopted, which
missions the organization aims to achieve, when the organization was born and how it
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evolved over time. We asked if and how the organization is adopting circular economy
models to contribute to sustainable development. In line with the suggestions provided
by Glaser and Strauss [69], we reviewed and updated the interview protocol. Later, we
asked the interviewees to provide us with additional materials (press releases, company
presentations, annual reports) with the aim of triangulating the data acquired through
interviews and secondary information. An overview of the data sources is given in Table 2.
Overall, we adopted an iterative process of simultaneous data collection and data analysis,
until theoretical saturation was achieved.

Table 2. Data sources.

Data Source Type of Data Use in the Analysis

Public Pre.ss release Familiarization with the business
Website contents

. . t d

documents Social media channels ecosystem and purpose

Interviews Semi-structured interviews In-depth understanding of topic of interest

Ent . Business models S tine int i d tri lati
nterprise Business plans upporting, integrating, and triangulating

documents evidence from the interviews

Internal documents

3.3. Data Analysis

To ensure rigorous data analysis, we decided to move back and forth between qualita-
tive data and the existing literature on hybrid organizations and the circular economy. In
line with Gioia’s methodology [18], we analyzed the data following three main steps.
Step 1: Open Coding

We started labeling those sentences able to summarize how the organization adopts
circular economy models to contribute to sustainable development. Throughout data
analysis, reliability was ensured thanks to three scholars who independently coded the
data and only later merged the analyses. As suggested by Miles and Huberman [73], we

controlled for intercoder reliability and obtained a score (86%) higher than the commonly
accepted threshold (70%).

Step 2: Axial Coding

Our codes were informed by existing constructs in the literature, and we moved abduc-
tively, going back and forth between data and theory several times, trying to link emerging
themes to existing hybrid organization and circular economy literatures [18]. Next, we
clustered conceptually overlapping first-order categories into second-order themes.

Step 3: Building a Grounded Model

Finally, we matched our second-order themes with the theoretical predictions and
insights from the research. We reiterated this process until we were able to develop stable
aggregate dimensions at an even higher level of theoretical abstraction. We then focused
on disentangling the relationships between these aggregate dimensions to build a coherent,
grounded model explaining how hybrid organizations adopt circular economy business
models and foster sustainability. In the results section, we delve into each of the aggregate
dimensions, linking each of them to the related second- and first-order codes. We ultimately
conceptualize such aspects as the key characteristics of hybrid organizations that adopt
circular economy business models. Figure 1 illustrates our final coding structure.
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1° ORDER CODES

2° ORDER CODES ORDER CODES

+ Authenticity of mission
= Involvement and experience
- Interest and passion

Internal commitment & belief

= Adaptive creativity
+ Inclusive creativity
+  Expenmenting and innovation

Adaptive & inclusive creativity =

*  Recovery of materials

» Recovery ofspaces and reuse of disused building heritage
«  Recovery and enhancement of local production tradilion

Care of available resources

+  Social inclusion

«  Solvea social problem

+ Restoring dignity to person

= Overcoming the throwaway culture

« Integration and enhancement of intercultumlity

vV v v Vv

+  Bollomup organization
« Co<reation, caproduction, ceharing

= Sharing of spaces

+ Sense of responsibility and hospitality
+ Relational capital

= Tnst

= Tocal community involvement and exchange of ideas

Reciprocity & engagement

+  Network with other entities

+  Network with similar entities

+  Parmnership with institutions

- Foeprofit and neprofit partnership
= Subsidiarity and mutual suppon

Partnership & network

= Contrburion to temitory development
= Gratuitousness and econony of gift

« Disscmination of developed skills

= Creation of new skills

= Putindividual skills at the service of others
»  Attractive and aggregating capacity

Training enbancement of skills and individual polential

Competencies enhancement

S
R
e
~—_
~—
P

« Increased awareness in those who use the product

= Tncreased people awareness of culmral heritage impormance

3
Care of human existence - /‘
o
~— -
\-

Education & awareness raising

| > |

Figure 1. Data structure.

4. Results

We conducted this study to understand how hybrid organizations adopt circular econ-
omy models to foster sustainable development. Our findings are organized according to the
coding structure in Figure 1, which groups eight second-order themes into four aggregate
dimensions representing the four main aspects that characterize hybrid organizations that
adopt circular economy models. To better understand the complexity of our findings, in the
following subsections, we comment on the three levels of codes of our theoretical model,
complementing the key figures with a deeper narrative of our observations. In line with
Pratt [74], we support our interpretations with selected quotations available upon request.

4.1. Faith

Faith is the first characteristic inherent in social entrepreneurs who adopt circular
economy models. The concept of faith comes from the following first- and second-order
concepts that we heard during the interviews: involvement and experience, personal belief,
commitment, consistency over time, and adaptive and inclusive creativity [75]. A first
distinctive feature of these organizations is the strong link between the personal lives of the
leaders and their commitment within the organization itself. Indeed, a great number of the
interviewees created the organizations following personal, private experiences or previous
work experiences on similar issues. For instance, all three of the organizations working with
refugees and asylum seekers (Firms #1, #4, and #5) originated after previous experiences of
reception of migrants, during which the challenge of training and creating job opportunities
for these vulnerable people was recognized. In the other cases (Firms #2, #3, and #6), it was
a particular episode or life condition that motivated the establishment of an association
or organization with a related subject. The overlapping of personal and working duties
and responsibilities, which we summarize in internal commitment and belief, is a strong
factor of success, as the personal beliefs are reflected in the corporate vision and operations,
strengthening the conviction and the dedication of other people involved [70,76]. The value
of consistency is illustrated in the following quotation by the CEO of a hybrid organization
we interviewed:

“You work within a complex system; for that reason, you must be stubborn,
convinced of your value, of what you do. You'll have to deal with any kind of
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person. [...] Evidently, it is difficult. I think it takes determination and awareness
of what you represent and of your importance. [...] Who works with you must
understand who you are and choose to embrace your project” (Firm #1).

This statement introduces the challenge of working in an economic system that re-
wards efficiency and self-interest for these organizations, which rely on the threefold
creation of value (the environmental and human ones, other than the economic) and its
reallocation among all those who take part in the process. The ambition to be consistent
over time, despite the overwhelming market mechanisms, falls within our idea of faith.
Interestingly, the legal form adopted by the organizations is one of the foremost means to
ensure consistency with the original aspirations and purposes of the organization itself. In-
deed, our sample consists of social enterprises and cooperatives for which the reinvestment
of profits is mandatory and is considered by our respondents to be the primary means to
make the organization develop and flourish. According to our results, the abovementioned
involvement and experience and interest and passion, typical characteristics of the leaders of the
organizations under study, translate into innovative and creative solutions from which the
achievement of final objectives derives. As shown in Figure 1, two dimensions of creativity,
identified as adaptive and inclusive creativity, emerged from our data. By adaptive creativity
we mean the capability to solve problems, to exploit available resources in a clever and
original way, and to experiment with new solutions. This propensity for innovation is
complemented by inclusive creativity, which recalls the focus of these organizations on social
and cultural inclusion. Two quotations from our interviews are of relevance:

“Suppose we have to buy a lace; our corporate ethic forces us not to include that
lace [in the final product]; we have to adapt the design according to what we
already have, or we can collect” (Firm #4).

“It is not true that a boy is not able to perform a certain activity. If you adapt the
context or the procedure, that boy will be able to perform the activity, and he will
surprise you!” (Firm #6).

These are clear examples of adaptive and inclusive creativity, respectively. From one
side, the focus on material circulation contributes to reducing the environmental load of
manufacturing processes and consumption; from the other side, the focus on inclusion
meets the challenge to combat inequalities and discrimination.

4.2. Care

Care is the second characteristic inherent in social entrepreneurs who adopt circular
economy models. It is the driving force behind the establishment and the commitment of
all the organizations considered in our study. From every interview, a twofold purpose
emerged: promoting human development together with environmental, spatial, and cul-
tural development. Our findings are in line with previous literature showing that hybrid
organizations are effective in achieving sustainable development goals [77]. More specifi-
cally, the hybrid organizations included in our sample contribute to sustainability via the
recirculation of products and materials and of knowledge and competences. It is worth
noting that four out of six respondents stressed the importance of the local environment
where the business was started. Firms #1 and #4 (both manufacturing activities) placed their
operations in abandoned factories that had been key players in the local development. The
fact that past and present are physically woven together in the architectural heritage is not
just a symbolic choice [78]; rather, this is the first step in giving new life to historic buildings
and, hopefully, to the entire industrial area, in line with the regenerative character of the
circular economy [37]. Avoiding new constructions meets the environmental sustainability
criteria of reduction in virgin materials use and soil consumption. In the same vein, the final
products (Firms #1, #4, and #5) were created by reusing discarded materials, secondary
raw materials, or waste, with the final aim of minimizing the negative environmental
impact of the production process. This is particularly meaningful in terms of identity and
communication. Recovery of spaces and reuse of disused buildings and recovery of materials
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are two of the insights falling within the second-order dimension named care of available
resources. However, the awareness of cultural heritage is not limited to the physical assets;
on the contrary, it encompasses the know-how and the manual skills of the local craftsmen.
All the production companies included in our sample enhance the rediscovery of qualified
artisanship, bringing together different cultures and backgrounds. Care of human existence is
undoubtedly the core mission of all the hybrid organizations participating in the study. In
most cases, the latter seek to overcome the structural limits of the public sector and serious
social difficulties. For example, the organizations working in the manufacturing sector
(Firms #1, #4, and #5) answer to the need of education and re-employment, whereas Firms
#3 and #6, both involved with people with disabilities, compensate for the absence of care
facilities and professional opportunities. The business concept itself emerges after having
observed the contingent situation, as this quotation from Firm #1 suggests:

“There was frustration. We looked around to understand what opportunities of
practical work we could provide to people who stayed in the reception centers
for long.”

These are people who need guidance and assistance to rediscover themselves and
their place in society. Firm #4 (a social enterprise employing craftsmen who lost their jobs
or fled their home countries) clearly illustrates the limits at a social and political level and
their orientation by stating the following:

“I'had the strong desire to set up a business and challenge the cooperative concept.
At the regulatory level, according to the law of 1991, the target of cooperatives B is
disadvantaged groups. So, it is a very specific category. However, in my opinion,
our society is a living society; it’s moving, it’s changing, it’s not enough to take
a picture of the society in 1991 and pretend that it is still the same. [...] Setting
up a social enterprise meant assuming responsibility, taking care, reflecting upon
people who may have difficulty—even just for a limited period of their life—and
they need to be supported and enhanced. I have always been afraid of the idea
that the label “disadvantaged” is a lifelong label. I cannot deal with people who
will be classified forever as ‘disadvantaged.” This is a journey; the journey must
be appreciated. It is our task to take care of these people and give them a chance
to ‘climb a step” and improve their life perspective.”

Firm #6, which is part of a large international program, is engaged in the selling
of past-season items of well-known brands. Furthermore, in this case, the circularity of
existing goods (the unsold merchandise) contributes to the achievement of a considerable
environmental benefit, and the employment of people with disabilities facilitates their
social inclusion. Interestingly, the mission of one of the case studies analyzed (Firm #2) is
reviving the artistic and cultural heritage of a historical district of the city characterized
by profound socio-cultural inequalities; therefore, it is grounded in the restoration and
promotion of existing buildings and artworks. Once again, the tangible valorization of
assets is accompanied by the human one. Indeed, people involved in the project are young
inhabitants who lived in precarious conditions and now have the chance to work in their
native city and contribute to the city’s productive system preserving its cultural identity [78].
Our findings are consistent with those of Walker et al. [36] and Mies and Gold [37], who
demonstrate how circular economy models can support people who have been distant
from the labor market for a long period in their reintegration into the labor force.

Care is the primary means to overcome the “culture of waste.” The dominant economic
model is based on the “throw away” culture that has resulted in serious problems, such
as the disposal of an impressive number of wastes and the unrelenting extraction of raw
materials. Furthermore, the same way of thinking has permeated society, where people
who are no longer productive are considered “unworthy,” thus leading to dramatic levels
of unemployment, poverty, and increasing migration flows. Our findings show that hybrid
organizations are inclined to cope with social and environmental issues and that they are
effective in implementing circular business models to reach their goals.



Sustainability 2022, 14, 2679

11 of 20

4.3. Do With

Do with is the third characteristic inherent in social entrepreneurs who adopt circular
economy models. The cooperation with other economic actors and institutions and the
engagement of employees and consumers is what we refer to as do with. Do with means
conceiving and building a project together. People involved in the conceptualization
of the activity are first those involved in its realization: the employees. Firm #4 names
“collaborative planning” the process of co-design of the final product, stressing the relevance
of the relational capital as a key production factor [67,77,79]. All the organizations try to
establish a close relationship with the customer with tailor-made products (Firms #1, #4,
and #5), accommodation facilities (Firms #2 and #3), and on-site experiences (Firms #2, #3,
#4, and #5). Customer involvement and product customization are ways to increase trust,
loyalty, and consciousness [37].

“Customers live an experience on-site, and this enables them to build a relation-
ship that gives the impression of care, of being part of a pattern of an inclusive
and cohesive society” (Firm #5).

The dimension care already emphasized the significant role of the territory [78] and
of the local community, referring to their historical and evocative value. The do with
dimension sheds light on the relationship established between the hybrid organization
and the community that welcomes it [36]. Several case studies report that local citizens
appreciate the presence of the organizations under discussion for several reasons, such as
the promotion of innovative activities and the recovery of abandoned industrial and urban
areas, among others.

The alignment of sustainability goals and stakeholders’ expectations enables the build-
ing of partnerships and networks among hybrid organizations and other entities [80]. In
particular, partnerships with institutions are crucial, especially in the initial phase. Those
organizations addressing social issues (Firms #1, #3, and #5) or preserving and enhancing
the common good (as with the architectural and cultural heritage in case of Firm #2) have
coordinated their early activity with local institutions. Drawing attention to Firm #1, we
can see how participation in a UN program has developed into an international and long-
lasting relationship with a multitude of production companies and social actors. Another
successful case is the one of Firm #2: a network of cooperatives led them to be awarded
with an artistic-historical tender by a private foundation and start the entrepreneurial
project. Generally, we can assume that institutional partners perceive the collective interest
of the hybrid organizations, and, therefore, they are willing to support them. According
to our findings, collaborations with the private sector (for-profit and nonprofit partnership)
become crucial, especially in the expansive phase. Social enterprises are compelled to
make profits through their core activity to reach the required economic sustainability. It
is in terms of a dual direction strategy that Firm #1 (working in the fashion industry) has
developed its relationships with notorious global brands, most of which belong to the same
industry. From one side, it collects processing wastes of production chains (mainly leftovers
of leather), which would otherwise be disposed of; from the other side, it supplies the same
businesses with semi-finished and final products. Similarly, Firm #5 (tailoring) creates
limited-edition collections of clothes and accessories by recovering high-quality textiles
from prestigious fashion brands. According to our results, hybrid organizations integrated
in the supply chain of well-established businesses strengthen their financial profitability
while maintaining and spreading the circular business model. Interestingly, Firm #6 (a retail
shop) was born from a partnership with a multinational enterprise (MNE). In this case, the
partnership with a private company is intrinsic in the business model. All the examples
mentioned above point to the growing number of agreements between the third sector and
for-profit businesses to address social or environmental issues. Businesses are likely to
utilize the collaboration with the third sector to implement social responsibility programs
or enhance their reputation. Notably, the organizations of the third sector benefit from
knowledge and skills transfers while increasing their income streams. Furthermore, our
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analysis indicates how hybrid organizations play a key role in integrating circular economy
practices in the business of private companies. It is evident how social entrepreneurs
benefit from the network with similar entities. Since other social enterprises and nonprofit
organizations may have a common vision and scope, it is reasonable that these organi-
zations develop a relationship of subsidiarity and mutual support. Firm #4, for example,
claims to have taken advantage of the already-established associations to implement certain
activities. The same organization has started some collaborations with highly-qualified
local craftsmen, representing, in turn, a source of opportunities for the local community.
Firm #1 has raised the idea of a circular economy district in collaboration with the factories
that are in the same area. As previously documented, hybrid organizations benefit from
collaborations with industrial and social partners to overcome specific resource constraints
and access more structured business networks [80]. Firm #2 represents an extraordinary
example of networking based on the participation of civil society. From the restoration
and management of a single historical site, a system of economic actors and associations
that benefits from the exchange of local resources and competences has been created, as
highlighted in the pedagogy dimension. This shows that hybrid organizations can involve
not only business partners but the citizens and consumers, as well [70], building a re-
lationship based on reciprocity and engagement [81]. This meaningful result reveals how
these organizations boost the local economy by bringing job opportunities and sharing
responsibility with the population, as already argued by Lekan et al. [79].

4.4. Pedagogy

Pedagogy is the fourth characteristic inherent in social entrepreneurs who adopt circular
economy models. The enhancement of practical skills and the ethical value embedded in
goods or services provided by the organizations are indicative of the educational value
of these activities for both workers and consumers. Pedagogy is a peculiar aspect of these
kinds of organizations [81] that confirms a symmetrical relation among the company and
its stakeholders. Education- and awareness- raising indicates that the value of a final product
is not only a matter of aesthetic and functionality; rather, it manifests an ethical choice and
an act of responsibility. Firm #4 (a social enterprise involved in numerous handcrafting
workshops) clearly illustrates this attitude by stating the following;:

“Our way of conceiving an object is that it should be an ‘educational” object. It
means that it should communicate to people who are buying it that they are not
creating any impact on the environment. The value of the object corresponds
to the awareness raised among its consumers and producers. [...]. This is the
educational role of our project: to communicate how each one of us can make
his own decisions. Here is our power to change things, also at a political level,
starting from what we choose to eat, to buy, not tobuy ... ”

Firm #5 aims to communicate the environmental and social value of its products
behind the economic one, and it argues the following;:

“The objective is relating with customers not only as “consumers” but as support-
ers, believers of the project.”

All other manufacturing and retail activities are along the same line. In a similar vein,
Walker et al. [36] find that the selling of circular products has a social impact in terms of
educating consumers, thus highlighting “the cultural impact [of these products] in terms
of changing the mentality of clients to create awareness.” Raising awareness is an integral
part of the mission also for Firm #2, engaged in cultural promotion in a district that has
been a long-time disadvantaged area of the city. The mission of the organization is to share
with tourists the wealth of knowledge of a city and its inhabitants. Indeed, the audience
is accompanied in a tour by people who are born in the neighborhood and work for its
self-development. In the tour, the narratives of life experiences and historical events are
mixed and shape a formative and enriching experience. This suggests the educational
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power not only of selling physical goods but also of providing intellectual and experiential
activities that support the revival of a neighborhood and its residents.

The second concept falling within the aggregate dimension pedagogy is competencies
enhancement. Hybrid organizations’ aim is the training enhancement of skills and individual
potential of their employees. For some of them, this implies the creation of new skills, for
others the valorization of already existing capabilities.

“Our wish is to put people at the center of our project; we try to bring out their
already-acquired craft skills along with the capability to cooperate and work
together” (Firm #4).

It is common for social entrepreneurs selecting people who have past working experi-
ence in the same field. Firm #4 emphasizes the importance of the recruitment process:

“We do not have to be afraid of using the word ‘selection’; otherwise, we will
make wrong decisions and placements. We have to figure out the potentialities of
each person and let them do what they are capable of doing best, and it is our job
to show this also to the individual himself.”

Most of the employees of this social enterprise are very talented local people who lost
their jobs or refugees who had the same job in their home country. Enhancing the natural
ability and expertise of the person is relevant for human dignity and self-realization. To
make this happen, we have noticed that founders are usually brilliant people who put
individual skills at the service of others. According to the principle of faith, there is a strong
personal involvement in the activity, and often this is supported by manual skills, which
are equally placed at the service of others.

“We have founded [the company] to provide qualified technical training through
an experimental approach based on passion and care. This way, you may expe-
rience a transformative ‘give and take,” you do what you do for its generativity,
not only for emotivity or compassion. Through your professionality, you restore
dignity [to your fragile employees], and dignity is the cure” (Firm #5).

Interestingly, the technical and managerial competencies are shared with other or-
ganizations. In a perspective of circular knowledge, Firm #1, which is involved in a UN
international program for the fashion industry, organizes training courses for partners
in developing countries to improve their management and organizational skills. The dis-
semination of developed skills taking place among similar entities recalls the importance of
networking for these organizations.

It is worth noting that the dimension competencies enhancement does not refer only
to employees, but it is extended to the local community, as the dimension contribution
to territory development suggests. As already mentioned in the previous paragraph, from
the establishment of the cooperative Firm #2 onwards, several economic activities have
developed in the same area, leading to the reclamation of an entire city district. Two
accommodation facilities, different cooperatives, shops, and artisans’ laboratories have
built a social economy [67] relying on a strong cooperation network. Meanwhile, a foun-
dation has been set up to coordinate the efforts of all the organizations that have been
working in the local area and to promote new projects, supporting the culture of sharing
and giving. Previous literature has already demonstrated that hybrid organizations can
stimulate regional development by restoring community solidarity and fostering social
innovation processes [77]; however, we show how it is possible via circular economy prac-
tices. Considering our results, sharing competences is a way to encourage social cohesion
and rehabilitation. We support Lekan et al. [79], who find that social enterprises act as
agents of local development through “resources, capabilities and low-tech tools necessary
for extracting value from secondary resources while fostering community spirit and creat-
ing new, inclusive, and diverse (circular) economic opportunities for the disadvantaged.”
Through a renewed solidarity, reciprocity, and responsibility for the common good, hy-
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brid organizations can foster the social and economic revival of the area in which they
are settled.

4.5. A Grounded Model

In this section, we discuss the grounded model that we theorized as a result of data
coding. We indeed tried to put together the many concepts that emerged during the inter-
views. In Figure 2, we report the model that summarizes and explains the links between
hybrid organizations that adopt circular economy models and sustainable development.
There are four main characteristics inherent in hybrid organizations that adopt circular
economy models (faith, care, do with, and pedagogy), and such characteristics are those
that lead to effectively contributing to environmental and social sustainability.
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As mentioned in the theoretical background, hybrid organizations are organizational
forms that combine a social and/or and environmental mission with a financial one [16,23].
Hybrid organizations contribute to sustainable development by implementing initiatives
aimed at healing, preserving, and improving the world through the production of goods or
the provisions of services. Such an aspect is summarized in the “care” construct, meant as
the attitude to guard and watch over the natural environment and human beings [82,83].
Additionally, the ability of hybrid organizations to foster sustainable development is based
on their ability to develop and maintain relationships with the surrounding organizational
realities, as well as actively involve the local community. This aspect is summarized in
the construct “do with,” meant as the attitude of hybrid organizations to collaborate and
cooperate with individuals and groups of individuals [84]. At the same time, getting in
touch with other socioeconomic actors allows the hybrid organization to educate and to be
educated, sharing skills and competences. Such an aspect is summarized in the “pedagogy”
construct, meant as the attitude of hybrid organizations to educate, spread knowledge,
and ennoble the human essence. However, such partnering and pedagogical aspects
lead the hybrid organization to have to deal with a variety of criticalities. Among these
challenges is that of remaining faithful to one’s threefold mission (social, environmental,
financial) over time. Such an aspect is summarized in the construct of “faith,” meant
as a profound adherence to one’s threefold mission. Only thanks to “faith” can hybrid
organizations balance the multiple missions and logics they embody. Indeed, faith awakens
an individual’s critical sense [3] and balances the conflicting tensions by preventing one
logic’s prevalence over another one.

From the interviews also emerged the notion that such aspects (faith, care, do with, and
pedagogy) are not independent from each other but rather influence one another by creating
a virtuous circle that is able to further contribute to sustainable development. These aspects
respectively contribute to different dimensions of sustainable development. For instance,
the attitude of hybrid organizations to take care of human existence and the available
resources are strictly linked to the environmental and social dimensions of sustainability.
Similarly, the pedagogical aspect of hybrid organizations is strictly connected with the social
and environmental dimensions of sustainability. Conversely, a hybrid organization’s ability
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to develop and establish relationships with different socio-economic actors contributes to
the economic and social dimension of sustainability. Lastly, profound adherence to the
threefold mission, conceived of as faith, is the way through which hybrid organizations
contribute to both environmental and social sustainability [85].

5. Discussion

The aim of our study was to investigate how hybrid organizations adopt circular
economy models to contribute to sustainable development. From our analysis, conducted
through six in-depth interviews with social entrepreneurs located in different regions of
Italy, we identified faith, care, do with, and pedagogy as the four main aspects that characterize
the circular economy models adopted by the interviewed parties for the achievement of
sustainable development goals. They represent four large aggregate dimensions of more
specific aspects related to internal commitment and belief, adaptive and inclusive creativity,
care of available resources, care of human existence, reciprocity and engagement, partnerships and
networks, competencies enhancement, and education and awareness-raising. In this section, we
elaborate on the theoretical and practical implications of our study and suggest how future
research can contribute to such a debate.

5.1. Theoretical and Practical Contribution

We offer two main contributions. First, we integrate extant findings on hybrid organi-
zations with studies on the circular economy. Despite having different points of contact,
such research fields tend to develop and create knowledge without dialogue with one
another. As more and more hybrid organizations are adopting circular economy models, it
is urgent to advance scholarly work and connect such lines of research. While some work
exists on the ability of hybrid organizations to contribute to sustainable development, the
role of the circular economy in such relationships has been less elaborated. Our findings
show that hybrid organizations contribute to most of the social aspects identified by [37] as
the prominent social characteristics of the circular economy model, thus demonstrating
the inclination of these types of organizations to promote the transition towards a circular
economy. Job creation, workers’ access to education and training, inclusion of marginalized
groups, encouragement of customer engagement to raise their awareness and loyalty, local
communities’” empowerment, and social solidarity are some of these key social aspects
previously identified in the literature and which organizations in our sample have proven
to address. Moreover, conversely to [36], who find that the social dimension in relation
to CE practices is not yet well developed in a sample of companies with heterogeneous
sizes and legal forms, our focus on hybrid organizations confirms their natural tendency to
encompass the threefold dimensions of sustainability via circular business models. From
this perspective emerges the need to implement circular and synergistic approaches in the
mechanisms of consumption and production, focusing on the regeneration of relationships
and ties as key factors for inclusive, fair, and sustainable development. The most important
aspect of the circular economy is that it, proposing itself as an economy of relationships,
synergies, symbiosis, cooperation, implies the involvement of different actors in the pro-
cesses of value production, attributing fundamental importance to cooperation and the
density of interpersonal relationships and therefore to the trust on which these mutual
exchanges are based [86]. Therefore, the circular economy promotes a non-utilitarian but
relational anthropology [87] to overcome social and environmental fragmentation and
enhance equity, beauty, and cultural and ecological diversity as resources for economic
growth and well-being [39]. Our second contribution is to advance scholarly work on
how hybrid organizations that adopt circular economy models can contribute to both
environmental and social sustainability through the faith of the social entrepreneur, an
under-investigated mechanism. We draw on the encyclical “Laudato Si’” to explain how
the profound adherence to the threefold mission that we conceived of as faith awakens
an individual’s critical sense and ultimately contributes to achieving a higher level of
human consciousness. In fact, if it is true that “Laudato Si’” can be interpreted as the
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encyclical of the circularization/symbiosis between social, environmental, and economic
issues, it follows that the responsibility of private, social, and public subjects becomes
that of contributing to the realization of symbioses/synergies for the realization of the
common good. We outline a conceptual model that relates hybridity and circularity with
key global development problems. Our contribution is useful to entrepreneurs who want to
reorganize their companies according to the pursuit of sustainability objectives at multiple
levels, demonstrating how it is possible to continue to obtain profit without producing
negative environmental and social impacts. In addition, our study demonstrates how this
type of approach makes companies more attractive to other stakeholders, facilitating the
creation of virtuous networks that make them more resilient and competitive in the market.

5.2. Limitations and Future Research

The interviews revealed evidence of the nature of the phenomena under investigation.
However, we acknowledge that qualitative research is known to be not statistically repre-
sentative. Therefore, we believe that future research should focus on testing our conceptual
model relationships. Since our conceptual model can be considered at different levels of
analysis, namely at the individual level and at the organizational level, we believe that
there is ample space for operationalizing such constructs and testing such relationships. In
addition, we believe that future studies should investigate if and how the industry context,
as well as the institutional context in which the organization operates, might affect such
relationships. The path towards achieving sustainable development is still long, but we
have contributed to this field by increasing understanding of how organizational hybridity
can cope with such challenges while utilizing a circular economy model. However, there is
ample space for extending the literature on faith, care, do with, and pedagogy constructs.
Future studies could therefore focus on classifying organizational forms depending on such
aspects and investigate whether certain groups of hybrid organizations rather than others
are more effective in addressing societal and environmental challenges. Moreover, another
interesting approach would be to further investigate if such aspects still characterize hybrid
organizations that operate in non-developed contexts. Specifically, we suggest research
in countries where entrepreneurship activities are born from people whose values are
different from the Catholic Church doctrine.
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Appendix A. Questionnaire

Section 1 (set of questions designed to learn about the organization under investigation)

1.  Could you describe the business model of your organization?

What is the mission of your organization? What is the ultimate goal of the activities
carried out by the organization itself?

When and how did you develop the idea of this project?

What need do you seek to satisfy?

How has the project evolved since it began?

Which is the legal form of your organization (e.g., profit, nonprofit, cooperative)?

N

SANNL-

Section 2 [set of questions designed to learn about the most impactful aspects of
the organization]
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Do you think yours is a generative project?
At the economic level:
a.  Has the project generated profits?
At the socio-cultural level:
b.  Has your organization been welcomed by the local community? Which kind

of relationship have you established with the local community? Has it been
involved in your decision process somehow?

c.  How do you enhance the inclusion of disadvantaged people in your organiza-
tion? How do you foster different forms of cooperation and social inclusion?

d.  Has the project created jobs? If so, how many (approximately)? How many
employees do you have? How many of them are full-time employees and how
many are part-time?

e.  How many volunteers are involved in your organization?

f. Has your project, according to you, generated some of the following impacts:
increased the awareness of cultural heritage, the sense of belonging, social
cohesion, the inclusion of marginalized groups, enhanced cultural activities, the
personal well-being of inhabitants, workers and end users, etc.?

At the environmental level:

g.  How do you take into consideration your environmental impact (e.g., working
with waste, biological raw materials, energy efficiency, recovery and recycling,
digital technologies for circularity, etc.)?

h. Do you think you have contributed to the enhancement of the environmental
quality at the local level? If so, in which way?

Do you think yours is a regenerative project?
At the economic level:

a. Do youreinvest the profits of the organization? If so, in which kinds of activities?

b.  Has your project led to the restoration or regeneration of the economic con-
text in which the organization is located (e.g., increasing the number of new
business activities)?

At the socio-cultural level:

c.  Who are, according to you, the primary stakeholders of your organization?
Has the project restored a sense of confidence in these and other potential
stakeholders? How do you judge your relationship with them?

d.  Does the project contribute to a regeneration of reciprocity in relations with
other entities? Has the project led to the development of different forms of
partnership or mutual cooperation?

e. Do the activities carried out by the organization actively involve people, lead-
ing to the regeneration of intellectual capital and increasing their knowledge
and competences?

At the environmental level:

f. Has the project led to the development or regeneration of natural capital (e.g.,
green areas)?

Do you think yours is an autopoietic project?
At the economic level:

a. Is your organization self-sufficient in terms of financial sustainability over the
long term (e.g., it does not depend on external financing)? If so, when and
how did you achieve this economic independence? What form of funding has
made it possible to start the project? What form of funding currently financially
supports the project?

At the environmental level:
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b.  Have you adopted any measure or technology that makes your organization
self-sufficient in terms of resource consumption (i.e., that limits the consumption
of non-renewable resources in terms of energy sources, raw materials, etc.)?

Section 3 (set of questions designed to learn about the drivers and barriers)

10. Could you identify the critical success factors of your project?
11.  Could you identify the obstacles and the limitations that could prevent your project
from continuing over the long term?
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