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Abstract: Reuse is a type of concept meant to solve environmental problems and can be implemented
in different models. This study explores the social franchising model in the area of ICT reuse, relying
on a case study of international social franchise and a comparative analysis of its three franchisees.
The concept of the proposed social franchising model is based on a theoretical framework and a case
study organization analysis, and has four developmental phases with nine identified key factors,
which are essential to creating the necessary systematic approach for a successful outcome by creating
both economic and social impact on a scale. This article contributes to the social entrepreneurship
literature by analyzing success factors that have allowed our case study to operate as a highly
successful franchise. The empirical part of the paper employs a case study of the organization to
provide evidence of the existing model for social franchising in the reuse of ICT in Ireland, the U.S.

and Slovenia. The paper concludes by revealing the social franchising model framework in the reuse
of ICT.

Keywords: scalability; social enterprises; ICT reuse; social franchising; business model; key factors;
case study

1. Introduction

In business environments, the social entrepreneurship concept is a fast developing part of the
economy. It is a relatively new topic, which is gathering researchers’ attention because of social
input and the boom in this kind of business [1]. Consequently, new business models have emerged,
such as social enterprises that have the potential to alter the ways in which we think about our role
within economic systems. These enterprises are responding to business environments with new
challenges such as long-term unemployment, climate change, sustained development and social
responsibility [2,3]. Therefore, social enterprises are social, mission-driven organizations that develop
an entrepreneurial activity (make products and/or deliver goods and services) in order to fulfil
unsolved social needs in society [4]. One of the main challenges for social entrepreneurs has been to
scale up their venture. Although these entrepreneurs may have a clear understanding of the needs
in a given community and are able to raise the necessary capital to start a social venture, they are
frequently unable to develop or scale up the service delivery, marketing and accountability challenges
that all small businesses face [5]. Consequently, the impact of social entrepreneurs is usually limited to
a specific region or local environment. Therefore, there is growing interest in business models which
could help extending initiatives to further locations and let more people benefit from the products
and services. Dees et al. [6] claim that there are several questions social entrepreneurs should ask
themselves in order to understand the most efficient way and the most favourable strategy of scaling
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their innovation. Scaling social innovations is associated with several challenges due to the complexity
of social problems and the scarcity of investor incentives, in combination with an overall absence
of will to strive for scale. Bull et al. [7] define successful scaling with the result of a decrease in the
level of need relative to a specific problem by an increase in the number of people whose needs are
being fulfilled by a successful approach. Scaling up is equally significant for social enterprises as it is
for other sectors, but several social enterprises are still young and the focus is usually on short-term
performance rather than long-term sustainability [8]. Social enterprises might not have the resources
or the capability to grow immediately, which probably requires a plan for a long-term growth strategy,
according to Austin et al. [9]. Westley et al. [10] stress that numerous social enterprises fail to scale up
and, therefore, there is a search for organizational models to simplify the progression of scaling social
impact [11].

Franchising can represent an effective approach and scaling strategy to mastering the complexities
to replicate a proven concept. It not only promises to help address the question of how to provide
innovative entrepreneurs with the structure and support necessary to convert their interest in social
enterprises into sustainable businesses, but it also provides a roadmap for implementing these ventures.
Social franchising is an adaptation of commercial franchising in which the developer of a successful
social concept (franchisor) enables others (franchisees) to replicate the model using a proven system and
a brand name to achieve a social benefit. Social franchising can be defined as a system of contractual
relationships, which use the structure of a commercial franchise to achieve social goals [12]. As such,
itis a new institutional arrangement in the field of social entrepreneurship and it represents a promising
leveraging tool to achieve social goals and represents the most promising strategy for encouraging
growth and disseminating best practices. Although there is now a substantive body of literature on
business format franchising, little is known about the distinctive nature of social franchising [13].

Companies participating in the social economy operate within various industries and serve
several groups of customers. One industry is the reuse of information and communication technology
(ICT), which is an important part in social movement that aims for ethical, responsible and sustainable
consumption. Reusing used ICT products offers the possibility to implement business ideas and
establish successful companies operating in this industry. However, it is important to be aware of
and consider several key factors that significantly contribute to companies” success. The practice of
reuse manages to generate a wide range of ancillary social and economic benefits ranging from
providing employment and training opportunities for people with disabilities or the long-term
unemployed to providing access to suitable equipment for people with low incomes in both the
developed and the developing world, thus helping to bridge the digital divide [14]. It is also a major
source of ICT equipment for businesses and educational organizations in the developing world to help
promote vitally needed economic development [15,16]. Nevertheless, reuse as an economic activity
is not yet fully recognized, and there is a lack of consensus on how it should be implemented and
regulated. The current state of knowledge and practice in the area of waste electrical and electronic
equipment (WEEE) reuse is very fragmented across Europe and is extremely difficult to translate
across national borders. With only a few notable exceptions, the current state of reuse across Europe is
very low, and the barriers to reuse are multiple: Collection systems often do not allow for the proper
handling of reusable products; consumers often store products for long periods before returning
them, and thus any potential economic value is lost; access to the waste stream can be restricted by
vested interests; permitting and licensing arrangements can be restrictive for small operators; training
and up-skilling for employees is inaccessible; and the activities of illegal operators give the business
a bad reputation [17]. This decentralized nature of the industry, in contrast to the decentralized
nature of reuse, presents a technical and institutional challenge to the development of successful
social enterprises, and therefore to the mainstreaming of reuse. These social enterprises often lack the
technical, financial and political skills to be able to develop successful operations.

Further, despite the merits of previous research [13,18,19], we still lack a comprehensive
understanding on drivers of successful scalability in social enterprises. Thus, to fill a gap and develop



Sustainability 2018, 10, 3144 3 of 28

the field of scaling up in social entrepreneurship, by an empirical research that investigates the
social franchising model, as scaling strategy and explores the key factors in the perspective of the
social franchise.

Our paper aims to address this problem through an explorative case study of a social franchise
operating with ICT reuse and a comparative analysis of its three franchisees.

This study’s findings contribute to the literature on scaling social enterprises [8,10,11,18,19], social
franchising [12,13] and reuse of ICT [14,17].

First, our work provides useful insights for the research stream investigating social enterprise
scale-up [18,19]. Additionally, characteristics of the ICT reuse industry are presented as one of the
forms of social enterprises. Our findings show that the decentralized nature of the industry, in contrast
to the decentralized nature of reuse, presents a technical and institutional challenge to the development
of successful enterprises, and therefore to the mainstreaming of reuse. These small-, medium- and
micro-sized enterprises (SMMEs), which are usually social enterprises, often lack the technical, financial
and political skills to be able to develop successful operations.

The second contribution of this paper is associated with the identification of key successful factors
for the development of a social franchising model in the area of ICT reuse. Specifically, our findings
show that overall development of the model has four distinct stages for successful work, namely
preparation, piloting, implementation and replication with adaptation.

Given their characteristics, social enterprises operating in the reuse of ICT, are usually on a small
scale and are city-based activities limited to a specific catchment area (usually a single local authority)
and linked to the eco-system of waste management in that region [15]. However, with the presented
case study organization and its three franchisees in different geographical locations, we provide the
evidence of success factors that contribute to the implementation of the social franchising model in the
area of ICT reuse.

This paper is organized as follows: The following section presents a review of the literature and
the research questions, the third describes the adopted methodology, the fourth presents the results of
the study, and the last provides discussion, conclusions and possible further research.

2. Literature Review

2.1. Social Franchising as A Strategy for Scale Social Enterprises

The discussion on the scalability of social enterprises is relatively heterogeneous [20,21].
Weber et al. [22] define scaling as “the most effective and efficient possible increase in social
impact created by a social enterprise based on its operational model, with the goal of satisfying
the demand for the relevant product or service”. Despite the range of definitions of scalability and
scaling, the literature on social entrepreneurship seems to reflect a broad consensus that replicability,
adaptability, and transferability of the operational model are key components of scalability [23,24].
This perception is also supported by commercial scalability literature [24,25]. Replicability means
the capacity to reproduce or adopt the social enterprise’s structures, processes, products or services,
and habits [6,25]. Adaptability means the capacity to adjust the social enterprise’s structures, processes,
products or services, and/or its habits [25,26]. Transferability unifies replicability and adaptability
on the basis of the following reasoning. In line with previous research [19,25-27], it is stated that
pure replication (e.g., to new geographic locations without any adjustment) is comparatively rare
because current knowledge and processes almost always have to be adapted to new conditions [28].
All determinants of a basic operational model usually cannot be copied to the social enterprise’s new
site. Therefore, the replicability of the operational model and the necessary adjustments for successful
adaptation to a new geographic area must be considered first. Breaking transferability down into the
two separate key components of replicability and adaptability thus allows researchers to analyse the
scaling process in a more differentiated way [19].
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Several of the studies in scaling up in social entrepreneurship are concentrated on strategies and
processes. Lyon and Fernandez [18] did a case study with the aim to study different strategies social
enterprises can use to scale up their impact. The cases they used are from the early year’s sector
of supporting children and families. Outcomes from the study displayed that several strategies,
depending on the capacities of the organizations, could increase the social impact. They point
out that social enterprises need to develop several strategies to maximize their social impact [18].
Authors [18] argue that further research is needed to explore scaling social impact on a diversity of
social enterprise approaches.

While early work on scaling focused on how people and policies inside the organization can
affect the growth of social impact [23,29], more recent attention has focused on how interaction
with their external ecosystems can help the scaling of social entrepreneurial organizations, creating
alliances to acquire resources and political support [30,31], building on market incentives to change
the behaviours of beneficiaries and influencers, and capitalizing on economic and social trends to
attract attention and build momentum for their causes [9,32]. Similarly, Pinelli and Maiolini [33]
investigated different perspectives on capabilities, which affect sustainability agendas of organizations.
Particularly, as claimed by Pinelli and Maiolini [33], static models identify internal opportunities
while developmental models are based on stakeholders” expectations. However, to achieve scalability,
organizations should be able to identify external stimuli, adopt and translate them with internal
capabilities into organizational objectives.

Theoretical work has largely focused on the development of practitioner frameworks. In the same
way, the empirical work that has been done, specifically to understand the drivers of successful scaling
for social entrepreneurial organizations, has been limited, with most of it utilizing comparative
case-study approaches [22,30,31]. There exists a wide range of terminologies for factors that
accelerate the scaling process, expressions such as scalers [28,32], drivers [34], success factors [20] and
capacities [32].

Bloom and Chatterji [28] identified drivers—or organizational capabilities—of the scaling
process and developed a conceptual model labelled the SCALERS model, which consists of Staffing,
Communicating, Alliance-building, Lobbying, Earnings-generation, Replicating and Stimulating
market forces. The purpose of The SCALERS Model is to help social entrepreneurs understand the
factors of scaling social impact and growing their enterprises. There are probably specific characteristics
of the enterprise’s internal and external environment that will energize or mitigate a SCALERS’s impact.
In some cases, efficient distribution of all the SCALERS is needed to scale up successfully, but in some
cases, an efficient distribution of only a few SCALERS might impact successful scaling. The SCALERS
Model is significant in two ways. The first is that it recognizes seven particular actions that social
enterprises might undertake to scale social impact, by concentrating on the interface between the
enterprise and the context in which it operates. The second way is that the model consists of situational
contingencies, which limit the direct relationship between each SCALERS and the scaling of social
impact [11]. Cannatelli [11] also points out the lack of empirical research in the field of scaling up in
social entrepreneurship. As indicated in these studies, scaling up requires capabilities and actions from
the social enterprises, and The SCALERS Model is a theoretical model that displays potential paths to
achieve scaling. As discussed above, this model has been developed in order to get higher validity as
a theoretical model, but it still needs to be developed. The model does not explain why many social
enterprises fail to scale up.

Weber et al. [19] developed a scalability framework, where the aim was to classify, integrate,
and relate the central theoretical and empirical findings in the topic of scaling up in social
entrepreneurship. Even though there is a growing knowledge of the complexity in the literature;
there is no developed model that indicates strategies, drivers, and obstacles of scaling social impact.
The development of The Scalability Framework should fill this gap. The research has provided a
comprehensive approach and significant new understandings of the processes and capabilities of social
enterprises. The identified key components in the framework are Commitment of the Individuals
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Driving the Scaling Process, Management Competence, Entire or Partial Replicability of the Operational
Model, Ability to Meet Social Demands, Ability to Obtain Necessary Resources, Potential Effectiveness
of Scaling Social Impact with Others, and Adaptability. These seven key components are identified
through 241 key drivers from the relevant literature of scaling social impact. Each component is critical
for scaling, which makes the framework a guide for social entrepreneurs in their scaling processes [19].

Scaling can also come through external developments beyond the confines of the organisation,
such as social franchising. Social franchise facilitates the scaling up of the business to fulfil social
needs. The concept of social franchising has been increasingly addressed by the business sector and
investigated by several prior studies [12,35-37]. Central to franchising is having a business model that
is proven and suitable to a franchise relationship [37,38]. Business format franchising consists of a
contractual relationship between two independent firms in which a parent company (the franchisor),
having developed a product or service, agrees to allow another firm (the franchisee) to sell that
product or service in a specific way, in a particular location, and during a given period in return for
a one-off initial fee and an annual sales-based payment [39]. Although there is now a substantive
body of literature on business format franchising, little is known about the distinctive nature of social
franchising, which requires a tried and tested business model [12]. In this respect, social entrepreneurs
can learn from commercial franchising, where effective franchise systems comprise (1) a strong brand,
(2) products and services that have been shown to be competitive in relevant markets, and (3) the
franchisor’s ability to give ongoing and effective assistance to the franchisees [29]. Furthermore,
Ziolkowska [40] identified six success factors for social franchising: A proven and replicable social
business model, social value with a focus on service delivery, careful selection of franchisees, access to
financial resources, social mission commitment, and exchange of knowledge. First of all, a proven and
replicable social business model is a success factor. The starting point of social franchise development
is a well-established business concept when the pilot phase is finished. Success is measured both by
success in reaching social goals and by the ability to demonstrate profitability. That it is replicable
means that it has been possible to describe and standardise the most critical processes in the enterprise
so that someone else can follow them. Secondly, social value is an added value, with a focus on service
delivery. A social enterprise must, in the first instance, deliver quality services or products to its
customers. Furthermore, careful selection of franchisees is an extremely important issue in social
franchising. Regardless of how good the franchise is, wrong entrepreneurs can cause the business
to fail. A franchisor exerts the greatest influence on the future outcome of the business during the
choice of franchisees. Since replication leads to increased cooperation and more contracting in the
non-profit sector, it is essential to have workable franchisees. The most ideal franchisees are a type of
‘entrepreneur-lite’: They must have the drive and skills to lead and own their own business, but cannot
be so entrepreneurial and opportunistic that they are not able to follow the franchise system they
have signed up to. The development of a social franchise also requires access to financial resources.
The franchisor must have financial resources in order to develop the concept. A crucial factor is to
remain true to the social mission of the social enterprise. As demands from employees, financiers and
other stakeholders increase, so many other aspects become important for survival. Franchisors are also
required to create a platform to exchange knowledge within the system [40].

2.2. ICT Reuse Industry Characteristics

Over the past few decades, interest in studies on ICT reuse has been increasing [41,42]. As such,
the literature has increasingly emphasized the importance of integrating the sustainability concept
into organizational business models [43], with a focus on creating a sustainable organization that aims
to act proactively to implement environmental and social practices. Therefore, reuse is contributing
to the environmental, social and economic optimization of the product life cycle. By extending the
use phase of electrical and electronic equipment (EEE) or its potentially reusable components and,
thus, substituting for the use of newly produced EEE or its components, reuse can enhance resource
and energy efficiency over the entire product life cycle. In particular, scholars have defined potential
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for reuse as the ecologic, economic and social advantageousness of reuse compared to direct product
recycling and disposal. This definition recognizes the fact that reuse does not always constitute the
optimal solution at a product’s end-of-life, as the product type and condition, the energy-efficiency of
comparable new substitute products and other contextual factors influence the reuse potential [43].

Throughout the last 20 years, rapid growth of ICT reused product consumption has gained
researchers’ attention and raised the question, why do customers purchase ICT re-used products?
One possible answer is that for economic and ecological reasons customers are now more interested in
reused products rather than new products [44]. A vital part of any system that aims to achieve reuse
is to generate and sustain markets for the products that have been refurbished. The micro-economic
literature in this space all points to the ability to reliably signal quality as being crucial in instilling
confidence in customers. Consequently, the public awareness, branding and warranty have to be
developed to generate the right conditions for a market for reused equipment to flourish [45]. A public
awareness campaign is an essential element, as final markets for the reused products are essential
for the ongoing success of the endeavours. A reuse organisation should have its own unique brand
and labelling scheme that a certified and compliant refurbisher can attach, using clearly visible labels,
to reused products fit for resale. Under a pre-defined standard, a minimum warranty of one year is
directed and should be the minimum requirement of a reuse organisation membership.

The consumption of ICT re-used products is also considered one of the best strategies to protect
the environment because it saves natural resources that would have been used for a new product
and protects the environment by preventing the used products from becoming waste. Reuse is the
only way to conserve the many critical raw materials that products contain for which no recycling
technologies exist. For example, there is currently no recovery of high-tech elements like antimony,
arsenic, beryllium, silicon, gallium, germanium and rare earth elements and close to zero recovery
rates for tantalum, lithium and magnesium. Longer lifetime through reuse gives an opportunity for
such recycling technologies to develop and keeps a larger stock of resources for the urban mine of
the future. From a social perspective, reuse makes high quality equipment available to low income
households, helping to bridge the “digital divide” and provide access to the benefits of ICT across
society [46]. Still, many customers may feel uncertain about the quality of the reused products, instead
preferring to purchase new products, especially when a warranty is provided [47].

Compared just to recycling, reuse conserves the embodied energy and water, which are consumed
in vast quantities in electronics manufacturing. Additionally, the interests of the growing recycling
industry can cause potential tensions between “reuse of products” and “recycling of materials”. In this
regard, the recent concept of a “circular economy” prioritizes reuse, repair and remanufacturing
of products and components over mere material recycling, as these activities preserve inherent
product value and yield more environmental benefits in comparison with recycling [48]. These
savings easily outweigh the additional energy consumed by delaying their replacement with more
energy-efficient products. At the same time, informal cannibalising of electronic waste and illegal
dumping of electronics residues is a significant environmental problem. The recent EU-funded project
CWIT (Countering WEEE Illegal Trade) estimated that of 9.45 million tonnes of WEEE generated in
Europe, 2.2 million tonnes is collected and processed under non-compliant conditions, and 3.2 million
tonnes remains undocumented [46].

Article 11 of the Waste Framework Directive 2008/98/EC [49], among others, calls for the
“establishment and support of re-use and repair networks”. Reuse organizations are generally social
enterprises that work closely with the community, employ groups that are usually excluded from
employment, and are non-profit and in receipt of social employment supports. These small, medium
and micro sized enterprises (SMMEs) often lack the technical, financial and political skills to be able to
develop successful operations.

Furthermore, as explored by Kissling et al. [43], a list of generic success factors and barriers,
which are relevant to the reuse operating model, were identified. On the one hand, the difficulty in
accessing sufficient volumes of good quality used equipment and the lack of legislations, which support,
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incentivize and—if necessary—enforces this access, were identified as the most impactful barriers.
On the other hand, the quality and reliability of products distributed for reuse, control and securing
of product and process quality, access to high quality used equipment and stakeholder relationship
management (trust of supplying and receiving customers, reputation, positive recognition and presence
in media, political backing, network of influential contacts) were ranked as the most important success
factors. Reuse organizations adhering to good reuse practices, differentiate themselves through quality
guarantee from non-compliant, informal competitors through quality guarantees. Moreover, proven
quality strengthens important stakeholders’ confidence in reuse and in stakeholders like suppliers,
customers, authorities and the general public.
However, the barriers to reuse are manifold [43]:

e  Collection systems often do not allow for the proper handling of reusable products;

e  Consumers often store products for long periods before returning them, and thus any potential
economic value is lost;

e  Access to the waste stream can be restricted by vested interests;

e  Permitting and licensing arrangements can be restrictive for small operators;

e Training and up-skilling for employees is inaccessible; and

e The activities of illegal operators give the business a bad reputation.

Given their characteristics, reuse organizations can form a partnership, which operates as a social
franchise, encourages the involvement of new organisations, and develops into a synergistic network
that can operate at a scale capable of overcoming the current problems they face. Once joining the
network, operators are given the right to employ previously tested incentives, including professional
training, use of brands or brand advertisements, subsidized or proprietary supplies and equipment,
support services, and access to professional advice.

Replication is by no means a simple project of transfer, especially when complex systems like
reuse organizations are involved in the process [13]. Our work intends to deal with these problems
by addressing the following research question: What are the key success factors that explain the
development of the social franchising model in the area of ICT reuse?

2.3. Analytical Framework of Identified Success Factors in the Literature for Developing Social Franchise in the
Area of ICT Reuse

According to the purpose of this paper, and to answer the research question, we developed
an analytical framework of the success factors for developing a social franchise in the area of ICT
reuse (Table 1). We identified key success factors based on The SCALERS Model [28], The Scalability
Framework [19] and social franchising literature [40]. Additionally, we identified in our framework
success factors for ICT reuse operating models [17].
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Table 1. Identified success factors in the literature for developing social franchise in the area of ICT reuse.

Model SCALEI.{S Model Success Scalability Framework Key Components Social Franchising Success Factors Success Factors of ICT Reuse Operating
Drivers/Factors Models
1.  Commitment of the individuals 1. Quality and reliability of products
1 Staffin, driving the scaling process, 1. Proven and replicable social distributed for reuse,
' & . . 2. Management Competence, business model, 2. Control and Securj_ng of product and
2. Communicating, . . I - . .
3. Alliance-building 3. Entire or partial replicability of the 2. Socrfﬂ valufe with a focus on process quality,
4. Lobbyin, ' operational model, service delivery, 3. Access to high quality used equipment,
Success factors : ying, ) 4. Ability to meet social demands, 3. Careful selection of franchisees, 4. Ability to offer attractive sustainable and
5. Earnings-generation, . . . . . . .
.o 5. Ability to obtain necessary resources, 4.  Access to financial resources, socially responsible services and/or
6.  Replicating and . . . . .o . .
- Stimulati Kot £ 6. Potential effectiveness of scaling 5. Social mission commitment and products to suppliers and/or
: timulating market forces. social impact with others, and 6.  Exchange of knowledge. recipients and
7. Adaptability. 5. Stakeholder relationship management

Source: Authors’ elaboration.
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3. Methodology

Given the lack of empirical and theoretical understanding of the key successful factors for the
development of a social franchising model [12], a case study approach was adopted to collect data.
A case study is considered an appropriate strategy for answering research questions that ask “how”
and “why”, and that do not require control over events [50]; as such, questions deal with operational
links that need to be traced over time, rather than mere frequencies or incidence. By using a case
study approach, the reason why particular decisions were made, how they were implemented and
how results were obtained can be identified and understood. A quantitative evaluation can hardly
be imagined if we consider the small number of existing social franchises. Consequently, we focus
on current events and concerns and seek to answer questions of how and why. Yin [51] favours
exploratory case studies only when available research or the existing knowledge base is poor, as in the
field of social franchising.

This present study was designed as a case study of a social franchise operating in the reuse of
ICT, comprising three social franchisees (Irish franchisee, U.S. franchisee, and Slovenian franchisee).
The selected case study has successfully scaled up by using social franchising strategy. The data
were collected from two different sources: documents and interviews. Documents included franchise
agreements, business plans, online materials, newspaper clippings and magazine articles. In addition,
we conducted semi-structured interviews with the franchisor and its three franchisees. A total of four
personal interviews were conducted with a director or CEO.

The interviews were prepared with two well-elaborated interview guides with open-ended
questions, which left space to follow-up questions and made the interviews flexible. It was one
interview guide for the franchisor (Appendix A) and one interview guide for its three franchisees
(Appendix B). These kinds of interviews make it easier for the participants to answer from their view
and opinions, but there is still control over the questioning, and that was significant for this study.
To explore our main research goal “To identify key success factors that explain the development of the
social franchising model in the area of ICT reuse”, interview questions are structured focusing on five
research sub-objectives, which are:

e To investigate business experience and resources needed for the establishment of the case
study organization.

e To investigate which are key success factors of the operational model of the case
study organization.

e To investigate what the key characteristics for successful member of the case study
organization are.

e To investigate if in the case study organisation exists training services, ongoing support and
marketing support when replicating their business.

e To investigate the adaptation process of the operational model of the case study organization
to the local environment based on the comparison of three franchisees in three different
geographical areas.

Links between interview questions and research goals are presented in Table 2.
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Table 2. Overview of the key interview questions linked with the research objectives.

Research Sub-Objectives Key Interview Questions
Research sub-objective 1.1: e Canyou tell me your business experience? How many years of
To investigate business experience experience do you have in this industry? In this business?
and resources needed for the e  Where did you get resources to set up this business?
establishment of the franchise. (e.g., governmental support, own capital.)

e  Whatis your business model? How do you make your money?
Could you outline and describe your operational model from the

Research sub-objective 1.2:

To investigate, what the key supply, process and market perspective? Where do you get your
success factors of the operational products? How do you process them and where do you sell them?
model of the franchise are. Which are, in your opinion, the key factors for the successful

implementation of the model?

Research sub objective 1.3: e  On what basis do you choose your franchisees?

To investigate the key Based on your experiences, what are the most important attributes
characteristics for a successful of a successful franchisee?

member.

° What initial services do you offer to your franchisees?

Research sub-objective 1.4:
Is there any custom-designed software that you use?

To investigate, whether in the case

study organisation there exists e Do you provide on-going training in the form of courses,

training services, ongoing support workshops, conferences, seminars, regional meetings?

and marketing support when e  What kinds of marketing programmes do you run for the product
replicating their business or service offered by the franchisees?

e  Was adaptation process difficult?
To investigate the adaptation e  Isthere any local authority support provided? (e.g., governmental

process of the operational model to support for social enterprises or local authority support).
the local environment based on the ®  Has each franchisee adopted your brand?

comparison of three franchiseesin ~®  What were the challenges? Geographical spread, different
three different geographical areas culture, etc.?

Research sub-objective 1.5:

Source: Authors’ elaboration.

We adopted the following techniques suggested by Eisenhardt [52] to analyse the data:
(1) analysing within case data, (2) searching for cross-case patterns, (3) enfolding literature, and (4)
reaching closure. The case analysis is based on a classic content analysis, but it does not require data to
be quantified. To begin with, a system of categories was developed based on theoretical treatment of
the data (theoretically deductive). In the second phase, this category system was complemented with
results from the field under investigation (empirically inductive).

4. Results

This section is presented in three parts. First, we describe the case study organization since
its establishment and its operating business model starting from its establishment and how the
organization is creating economic, social and environmental value. Additionally, we compare all three
franchisee members of the case study, from a geographical perspective and highlight the specifics
mentioned by the director or CEO when adopting the operating model.

Thereafter, based on the theoretical framework, the insights from the case study organization and
a comparative analysis of the three franchisees as they adopt the operating model, we identify key
success factors (internal and external) for the development of the social franchising model, operating
in the area of ICT reuse.
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4.1. Description of Case Study Organization

The case study organization is a not-for-profit organisation based in Ireland. It was founded
in April 2014 by a group of like-minded individuals who wanted to help develop the commercial
activity of social enterprises that operate mainly in the area of reuse of ICT equipment and WEEE.
The organization describes its mission as follows:

“To provide employment opportunities of individuals of all kind of abilities and from all backgrounds
through the sale of high quality refurbished ICT equipment.” (case study organization, interview
with the director).

“Within five years, social franchise hopes to become Europe’s largest electronic and electrical equipment
asset recovery organisation and provider of IT and electrical equipment for social enterprises.” (case
study organization, online press release).

The analysis of the case study organization’s current operating business model can identify
a range of enterprising elements within the organization that have been developed to meet the
social, environmental and economic impact. These include goals such as collecting, processing and
distributing ICT equipment as laid out in Figure 1.

COLLECTION PROCESS DISTRIBUTION

Collect items Data wiping of items

Purchase items Log, Categorise and Refurbish Sell Refurbished ltems
: i I "

Figure 1. The case study organization’s business model. (Source: case study organization business plan.)

4.1.1. Collection of ICT Equipment

To secure a supply of business-to-business (B2B) and business-to-consumer (B2C) material,
the case study organization established relationships with large commercial companies, local
authorities, compliance schemes, retailers, schools, charities and government departments. WEEE that
has potential for reuse is segregated at the point of collection at retailers, civic amenity sites, special
collection days and kerbside/household collections and is subsequently processed in the case study
organization’s state-of-the-art facilities in three different regions.

“For us it is crucial to get the right material in the door. It is very important that we get high quality
equipment, which we are able to offer to our demanding customers.” (case study organization,
interview with the director).

4.1.2. Processing ICT Equipment

Reuse as an activity must be regulated, as it needs to take place in a sustainable fashion and to
eradicate “sham-reuse”. This can only be done by setting standards that refurbishers must achieve
before they can gain access to reusable equipment. The case study organization has achieved the most
appropriate current standard for reuse: PAS 141. A production process involves the refurbishment of
equipment and disassembly for recovery of useable parts and components. Equipment that is deemed
not to have potential for reuse upon inspection and testing is returned to the current compliance
scheme, is processed, and is reported under the existing conditions.

“Reuse as an activity must be requlated as it needs to take a place in a sustainable fashion. It is essential
that “sham-reuse” is eradicated. This can only be done by setting standards, which refurbishers must
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achieve before they can gain access with equipment with potential for reuse. We have implemented
standard PAS 141, which enables us to reach the highest quality and get confidence into our products.”
(case study organization, interview with the director).

The case study organization has developed an asset recovery software system solution to process
WEEE and reuse ICT. This system is a data capture system for inventory and the measurement of
impact through reuse and covers all aspect of the WEEE and preparation for reuse legislation (case
study organization, online material).

“We are currently undertaking the following activities in preparation for the reuse process: visual
inspection, safety test, function test, data eradication, software removal/uploading, disassembly, repair
and testing and cleaning.” (case study organization, interview with the director).

4.1.3. Distribution, Demand and Market for Refurbished ICT Equipment

The customer base and markets for refurbished ICT equipment are quite significant in size.
The case study organization has divided the main target markets into the following groups (case study
organization, business plan):

e Academic & Educational—schools & colleges, training centres;

e  Charities & non-profit organizations;

e  Local authorities and others with Green Public Procurement mandates;

e  Students—individual end-user students across all levels (first, second, third & part time students);

e  Eligible Recipients—as per Microsoft licensing specifications, eligible recipients include people
who are disadvantaged in some way (disability, unemployed, living in a disadvantaged area etc.);

e Trade—local trade & international brokerage markets;

e  Business Users—SMMEs, start-up companies; and

e E-commerce—developing innovative and engaging websites and apps selling directly to
end users.

“Our market is very demanding and includes potential franchisees and all customers who want to buy
high quality low cost refurbished equipment and save money.” (case study organization, interview
with the director).

The case study organization’s revenue model is based on proceeds from refurbished ICT
equipment sales and fees from its franchisees. The organization was looking to scale up social
impact and therefore increase employment opportunities for disadvantaged individuals through ICT
equipment refurbishment opportunities. Based on the success of their work in Ireland and on the
company’s strategic objectives, the organization identified that a social franchising approach would be
the best model to scale their network and replicate their social impact. The case study organization has
expanded to three countries to date, namely Ireland, the U.S. and Slovenia. Based on their experiences,
the case study organization identified the key characteristics for a successful member, which are
provided in Table 3 (case study organization, archival data).

“This step was very important for the development and growth of our company, as this is how we
identify which member has the managerial experiences and resources to adopt the company’s operating
model. We certainly don’t want to waste our time and others time, if the partner is not appropriate.”
(case study organization, interview with the director).
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Table 3. Key characteristics for a successful member identified by the case study organization.

Section Essential Elements Desirable Elements
) . Buy-in from all stakeholders, . Experience in waste reuse,
Leaderghlp & e  General Manager with supply e  Experience working with
Experience chain experience. large corporates.
Organizational e  Existing organisational operational
Services teams, such as HR, finance etc.

e  Access to a pipeline of people of
all abilities,

e Right attitude and committed
to values.

Values & Interests

e  Money to invest and cover

Financial Situation operating costs,
° Experience managing large budgets.

e  Experience of tendering
for contracts.

Premises e Ability to access a site. e  Existing site & facilities.

. Access to customer market,
Existing links with key partners,
Links with waste
management facilities.

Partnerships e  Ability to build local partnerships.

Technology e Internet & phone line on-site.

e  Organisation has non-profit status

Legal (e.g., 501C, social enterprise)

Source: Authors’ elaboration from interview with director and from archival data of case study organization.

Since its launch in 2014, the case study organization and its three franchisees have managed
to refurbish, sell and donate almost 150,000 pieces of refurbished ICT equipment. They distribute
high-quality ICT equipment among thousands of non-profit organisations and schools across Europe
and the U.S. and provide jobs for 170 people with a job through the distribution of these units.

In its capacity as the franchisor, the case study organization is responsible for the handover of the
concept and the training of the franchisees, and as well in some cases, for the supply of refurbished ICT
equipment. In addition, the organization constantly supports its franchisees through supplementary
training, consultation services, knowledge transfer, and sharing effective practices, and it takes on part
of the marketing activities as well. The company’s international team brings a wealth of experience
from the commercial WEEE and ICT reuse sectors. They have developed a range of tools and resources
to enable social enterprises to have a meaningful impact and generate operation-sustaining profit to
sustain their operations. The franchising fee to be paid to the case study organization comprises an
initial fee and annual sales-based payments and mainly serves to cover the refurbishment process and
network development (case study organization, business plan).

Figure 2 shows an overview of the case study organization’s basic structure—the franchisor and
its three franchisees, which we describe in the Section 2.1. Despite the fact that the case study uses
a relatively young organization, established in 2014, it consists of well experienced individuals who
have experience and knowledge in the ICT reuse industry and have gained the attraction from many
social enterprises who want to adopt the model.
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Case study organization - Franchisor

Irish Franchisee -« USA Franchisee [ Slovenian Franchisee

Figure 2. Franchise structure of the case study organization. (Source: Authors’ elaboration.)

4.2. Overview of Case Study Organization’S Franchisees

4.2.1. Irish Franchisee

The Irish franchisee is a limited company by guarantee that provides training opportunities
for disadvantaged people and it is specialised in the area of reuse of ICT and WEEE. The company
was established in 2013 and currently employs 35 people to date, over one-third of them are people
with disabilities.

Irish franchisee states its mission as follows:

“To provide high quality refurbished ICT equipment and create real jobs for people with disabilities and
therefore flourish and maximize the economic, social and environmental impact.” (Irish franchisee,
interview with the director).

Primary delivered services are the collection of ICT equipment and WEEE with the potential for
reuse, refurbishment of ICT equipment and resale of reused equipment. The quality of the reused
products in franchisee is crucial to create demand and to instil confidence in customers.

The refurbishment of ICT products at the Ireland franchisee location is fully operational and
implemented to the known industry best standards, with PAS 141 certification, which provides a
framework for those involved in reuse to help minimise the impact of WEEE on the environment and
to assure consumers that refurbished products are fit for purpose both in terms of safety and function.

“Our primary delivered services are collection of ICT equipment and WEEE with potential for reuse,
refurbishment of ICT equipment under PAS 141 standard and resale of these equipment to our markets.
We believe quality of the reused products is crucial to create demand.” (Irish franchisee, interview
with the director).

Acquisition of ICT products is gained mainly from the B2B market, which means contracts with
manufacturers and other IT commercial organisations, government departments, local authorities and
other large corporations. WEEE is collected from retailers in cooperation with the compliance schemes.

The revenue model is based on the reselling of the quality, low-cost, refurbished ICT equipment
to schools, charities, businesses and end users in the Irish and UK market. As such, the organization is
capable of funding itself entirely through the revenues it generates itself and is thus largely independent
of donations and third-party funds. On the other hand, the Irish franchisee strongly engages with the
local community, which has an important role in providing encouragement that is important for the
development of reuse centres.
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“To date, more than 90,000 ICT equipment has been reused, resold and donated. Support of local
employment services help us a lot to follow our mission. With Tus programme, we have integrated
more than 80 people with disabilities, who have found meaningful jobs through training services that
we provide. Based on a tested and efficient business model along with a well-known brand that was
adopted from the franchisor, our franchisee has succeeded in providing an economic, environmental and
social impact and fully adopt the operational model.” (Irish franchisee, interview with the director).

In terms of local authority support, the Irish franchisee is closely working with local employment
services, which are running a Tds programme. The Tds initiative is a community work-placement
scheme providing short-term working opportunities for unemployed people. Additionally, in Ireland,
supportive funds for social enterprises have been established by Social Innovation Ireland (SIFI) in
partnership with Local Authorities of Ireland and funded by the Department of Rural and Community
Development. The programme is designed to help social enterprises develop their business skills and
to provide them with ongoing peer support and advice so that they can develop sustainable enterprises
that have a powerful impact in their community.

4.2.2. U.S. Franchisee

The U.S. franchisee has been established in 2015 and is a part of a non-profit organization 501(c)(3)
that serves individuals with disabilities inclusive of wounded warriors seeking employment training
and career opportunities. Despite over 50 years of existence, the organization felt the need to develop
new services in the field of the reuse of ICT and thus, become more independent of government
subsidies. The U.S. franchisee describes its mission as following:

“We serve any individual who has experienced a life-changing incident requiring them to learn a
new occupational skill, any individual experiencing behavioural health issues and any wounded
warrior. We also offer housing opportunities for individuals who require supported living and who are
diagnosed with a serious mental illness.” (U.S. franchisee, interview with the CEO).

Over many years, the U.S. franchisee has found that the development of in-house enterprises has
created many employment and training opportunities. As mentioned, in 2015, the U.S. franchisee was
launched as a new enterprise, operating in the area of ICT reuse, which is a franchisee of case study
organization. The U.S. franchisee adopted an operating model and offers dynamic business solution in
areas spanning (1) Information Security Management (ISM), (2) IT Asset Recovery Services (ARS) and
(3) Recycling. The organization employs 130 people, half of which are people with disabilities (U.S.
franchisee, archival data).

The business model is based on having an enterprise that is not reliant only on grants and
donations, but as a business that insures sustainability while offering services in the area of ICT reuse.
Approximately half of the income comes from ICT reuse services, while another half comes from
federal and state government contracts, which are used to subsidise training programs for people
with disabilities.

The franchisee’s objectives include creating the conditions for the reuse of ICT to flourish and to
maximize the economic, social and environmental benefits that will stimulate a sustainable level of
refurbishment and marketing, such as (U.S. franchisee, business plan):

(1) Create employment in ICT refurbishment & retail of ICT;

(2) Provide training opportunities

(3) Offer low-cost equipment available to marginalized groups & individuals;
(4) Reduce waste and promote the reuse of ICT; and

(5) Make financial contributions and ensure sustainability.

In its capacity as the franchisor, the case study organization is responsible for the handover of
the concept and the training of the franchisee. In addition, the franchisor constantly supports its
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franchisees through supplementary training and consultation services, and it takes on part of the
marketing activities (U.S. franchisee, franchise agreement).

“When looking to adapt a business model to suit a U.S. culture, it was important to consider the
impact on our cultural and local market demands. It was important to consider also that, geographical
distance and different time zones. Sometimes it was difficult to communicate, like to get instant online
assistance.” (U.S. franchisee, interview with the CEQO).

The key to success for the U.S. franchisee is its capability to adapt to the franchisor’s ICT
reuse operating model with compliance, process and certification. This expertise along with the
marketing and remarketing for both the source and sale of material is developed in partnership with
the franchisor. The franchisee adopted the business model from the franchisor based on three pillars:
source, processing and remarketing. However, the franchisee did not adopt the brand, as they have
their own well-known, established brand.

“I am running this organization for the last 25 years and I had a desire to expand business in the
recycling of the ICT equipment. I believe that the capability of adaptation of the process by required
standards and promotion are key elements to the success of our franchisee. Our brand is a well-known
in the state of Arizona and we weren’t sure, if we go ahead with new brand, as it might confuse our
customers. So we decided not to adopt the franchisor brand.” (U.S. franchisee, interview with
the CEO).

The U.S. franchisee is specialized in offering asset recovery services and collecting used equipment
from corporate users. This equipment is either purchased or is sometimes donated. Data sanitation
and certification for compliant reuse, recycling and disposal respectively build a crucial part of an
asset recovery service, since corporate users are particularly concerned about secure destruction of
all information and data stored on the used equipment. The equipment in U.S. corporate companies
have a faster return and are more up-to-date, which is, on the other hand, important to fulfil market
demand. The refurbishment process is managed under the PAS 141 standard.

“Adaptation of asset recovery software system was challenging, as customary units had to be localized
(for example, the currency EUR had to be changed into the US dollar, kilograms to pounds, kilometres
to miles etc.), which incurred additional costs.” (U.S. franchisee, interview with the CEQO).

Similarly, as in the case study organization, products are sold to local partners, which are mostly
educational institutions, local NGOs and not-for-profit organizations. Some equipment is sold to trade
customers and through an e-commerce website to end users. By adopting an e-commerce platform and
a social media presence to fit the local U.S. market culture, the case study organization puts increased
focus on localizing to fit the local market culture. The U.S. franchisee is looking to expand its market
into neighbouring Mexico.

“We sell our products to local charities, schools and end users. We are working closely with franchisor,
he is providing us with some marketing material, which we use and adopt into our local market.
We are present at our local NGO days, open days for schools, shows to promote our business. At the
moment we working hard to promote our website and looking the opportunities in our neighbour
country Mexico.” (U.S. franchisee, interview with the CEO).

Indeed, the local community plays an important role in providing encouragement, which is
important for the U.S. franchisee. The local population is a direct user of the franchisee, and they
donate used equipment on open days, purchase used equipment or take part in the reuse organization
activities as volunteers.

The supportive institutional context in the U.S. largely consists of private organizations that
provide financial support, education, training, research, and consulting services for social enterprise.
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In the U.S., most outside financial and other support for strategic development of social enterprise
comes from private foundations as opposed to the government [51]. Some limited, mostly indirect,
government support for social enterprise is found at the local, state, and federal levels in the U.S.
For example, in our case, the U.S. franchisee has a support from community development programs
sponsored by the government, which are not directly aimed at the development of social enterprise
per se, but who are providing substantial support in the case of U.S. franchisees, such as government
contracts for people with disabilities.

“We are currently looking to apply for the fund for social enterprises in the frame of Bill & Melinda
Gates Foundation. At the moment we are receiving governmental and federal support for people with
disabilities.” (U.S. franchisee, interview with the CEQO).

4.2.3. Slovenian Franchisee

The Slovenian franchisee is a limited company, registered as social enterprise, established in 2016
with the purpose of creating job opportunities for disadvantaged people in the area of ICT reuse.
To date, the company employs five staff members, one-third of whom are disadvantaged people.

Slovenian franchisee describes it mission as following:

“To provide low cost high quality refurbished ICT equipment and create real jobs for people with
disabilities” (Slovenian franchisee, online resource).

The keys to success were the managerial experiences of the social enterprise and the capability to
transform from the Irish operating business model into a Slovenian model, and its connection with local
authority and local employment services. The Slovenian franchisee has a strategic geographic location
and is serving neighbouring markets in Austria, Italy, Hungary and Croatia. The business model
ensures its sustainability through the sale of refurbished ICT equipment and is not reliant on grants.
There is also a focus on quality provisioning with staff training, especially for young unemployed
people, therefore ensuring maximum social impact. Attention is also given to the environmental
impact with regard to reuse of ICT.

“I think that the key to successful establishment of franchisee was capability to transfer and adopt Irish
model, which is more commercially driven. I am glad that we found that kind of social franchise, as in
Slovenia is missing key entrepreneurial competences and business drive in social enterprises. I also
believe that my previous leadership competences, gained from experiences in both—pure commercial
industry and in not for profit organization—contribute to the successful growth of the company.
If you want to run a social enterprise, you have to have commercial experiences and you have to
be able to attract the right people to get necessary resources. So at the start, we got support from a
local mayor, who provided us with necessary space for the operation of the business.” (Slovenian
franchisee, interview with the director).

Supply of the refurbished equipment is currently distributed directly from the franchisor and in
some minor cases from corporate companies in Slovenia. Direct B2B supply from corporate companies
in Slovenia is at the moment a challenge, because many companies already have contracts for asset
recovery services, and they are not interested in changing their partner. Also, Slovenian companies do
not turnover ICT equipment as fast as corporations in Ireland or in the U.S. Therefore, currently the
supply relies mainly on the franchisor and on brokers.

“In the first phase is crucial for us to establish the market. So we are putting all efforts on the demand
side of the business. Supply, which is of course also very important aspect of our business, is currently
gained mainly from the franchisor in Ireland, brokers and some local companies in Slovenia. In the
second phase we are planning to develop asset recovery business here locally.” (Slovenian franchisee,
interview with the director).
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High attention is given to the process of the equipment and implementation of standard PAS 141,
ensuring maximum product quality and safety. Quality certification gives a remarkable competitive
advantage in providing customer confidence in the refurbished ICT product. As described above,
the equipment is sold to the educational sector, charities, businesses, trade customers and end users
through an e-commerce platform. The Slovenian franchisee adopted a recognizable brand and it is
expanding its markets into neighbourhood countries.

Adaptation and replication of the proven operational model of the case study organization in
Ireland to the Slovenian franchisee was relying on the support of the local authority, which recognized
a potential in the development of sustainable social enterprise when adopting a successful operational
model in the reuse of ICT. The local authority provided a space to start the Slovenian franchisee’s
operations. In the adaptation phase, as in the example of the U.S. franchisee, it was important to
consider some cultural and market differences, as Slovenians are not as willing to buy refurbished
equipment as the Irish or Americans. With a recognizable brand and promotion, the Slovenian
franchisee is developing a positive reputation and customer confidence.

“Of course there was a bit challenge, when adopting Irish model in Slovenia. First, the mind-set and
cultural differences between both countries are affecting day-to-day activities, especially regarding
marketing. I have witnessed that customers here in Slovenia are precise and more demanding when
it comes to the refurbishment equipment, as customers in Ireland or in U.S. Therefore, we need a
lot more efforts and promotion to establish a confidence in the customers. I think that is because
second-hand products in general have bad reputation in Slovenia.” (Slovenian franchisee, interview
with the director).

However, the institutional framework also plays a role in the development of the Slovenian
franchisee. The new Law of Social Entrepreneurship in 2011 was the basis for the Strategy of Social
Entrepreneurship in Slovenia, as prepared by the Ministry of Economic Development and Technology.
The Ministry also established the Council for Social Entrepreneurship, whose main aim is to design the
politics of development of social entrepreneurship by involving other ministries, government offices,
municipalities, social partners and organizations of civil society. The Slovenian franchisee was granted
20,000 EUR for start-up social enterprises.

“The support is in a way provided by the government, but it still shows the lack of understanding
of the role of social entrepreneurship. Mechanisms and support are not always well distributed
and properly defined. For example, in Ireland and in the U.S., the educational sector is the biggest
customer of refurbished ICT. That is not the case in the field of reuse of ICT in Slovenia, in spite of
the provided institutional framework in Slovenia and the associated support mechanisms. Instead of
supporting green procurement for social enterprises and encouraging schools to buy refurbished ICT,
the government puts forward barriers such as financing schools with money only to be used to buy
new equipment.” (Slovenian franchisee, interview with the director).

The results of the comparative analysis of all three franchisees are presented in Table 4.
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Table 4. Comparison of case study organization’s three franchisees by their key characteristics.

Element of Case study Organization—Social Franchise in the ICT Reuse

Comparison Irish Franchisee U.S. Franchisee Slovenian Franchisee

Managerial CEO has managerial experiences and competences ~ CEO has managerial experiences and competences in Director has managerial experiences and competences in
competences in the ICT reuse industry. charity commercial company

Resources for the

Franchisee got support for establishment from
individuals, who run franchisee and from local

Franchisee got support from its sister enterprise and

Franchisee got government support for start-up social
enterprise, support from Irish franchisor and support from

establishment authority. from government. local authority.
E ional —school; 11 . .
¢ dgc-atlona sector—schools & colleges, . . Educational sector—schools & colleges, training centres,
training centres, e  Educational sector—schools & colleges, ) o
. o - e Non-profit organizations,
. Non-profit organizations, training centres, . Student
Market/Recipient e  Students, e Non-profit organizations, T de S
L]
. Trade, . Students, B a 'e, U SMMEs, start .
. - _
e  Business Users—SMMEs, start-up companies, o  End users (B2C). Euzl - S;Zrz S o
L] .
e  End users (B2C). nd users (B2C)
Geographical focus Ireland, UK Arizona, Mexico Slovenia, Italy, Croatia, Austria

Supply (source)

e Mainly from B2B (directly from corporates),
. B2C—from compliance schemes,
. Brokers.

e  From B2B (directly from corporates),
. B2C—mainly donations,
e  Brokers.

e Currently mainly from the network (franchisor),
. Brokers,
e Small part directly from B2B.

Creation of economic,
social and
environmental impact

e  Contract with employment services for
training people with disabilities.

e  Reuse of ICT and diverting e-waste
from landfill.

e  Sustainable business with providing asset
recovery services and reselling
refurbished equipment.

e  State government contracts for training people
with disabilities.

e  Reuse of ICT and diverting e-waste from landfill.

e  Sustainable business with providing asset recovery
services and reselling refurbished equipment.

e Contract with employment services for training
young unemployed
e Reuse of ICT and diverting e-waste from landfill
e  Sustainable business with reselling
refurbished equipment.

Process and system

. Asset recovery services, refurbishment under
the standard PAS 141,
e  Using asset-recovery software system.

. Asset recovery services, refurbishment under the
standard PAS 141,
e Using asset-recovery software system.

. Refurbishment process under standard PAS 141,
e Using asset-recovery software system.

Local Authority support

Local authority support was one of key factors for
the establishment of franchisee.

Local authority support was one of key factors for the
establishment of franchisee.

Local authority support was one of key factors for the
establishment of franchisee.

Brand /Promotion

Brand was adopted.

Brand was not adopted.

Brand was adopted.

Supportive institutional

TUS programme for providing short-term working

Community development programmes sponsored by

Ministry of Economic Development and Technology, local
government initiatives, which support development of social

framework opportunities for unemployed people. government and federal contracts. enterprises.
Legal form Limited Company by Guarantee. Charity 501(c) Limited company, registered as social enterprise
Adaptation of the model  Entire adoption of the model without distinction. Adoption of the model with certain adjustments. Adoption of the model with certain adjustments.

Source: Authors’ elaboration.
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4.3. Development of Social Franchising Model

The case study of a social franchise and a cross comparison of its three franchisees in different
geographical areas demonstrates a method for multiplying social value creation as opposed to the
multiplication of economic value creation pursued by commercial franchises. Cooperation is based
on a legal agreement between the franchisor and franchisee, as is customary with the traditional
franchising model. In this agreement, the case study organization appears as the franchisor, while
the local multipliers are autonomous units—social enterprises that act as franchisees. The case study
organization as a franchisor offers a strong initial and on-going offer to franchisee that share its
mission and who is looking to develop more sustainable income streams in the area of ICT reuse,
which includes:

e  Training services in order to help professionalize the franchisee which is working or wish to work
in the reuse industry;

e Professional services to the franchisee to achieve a sufficient supply of equipment for
its sustainability;

e  Technical support to reuse organisation in setting up and operation and operations manuals;

e  Use of asset recovery software system and PAS 141 standard;

e  Use of brand and promotion;

e  Sales and marketing support to the franchisee; and

e  Ongoing support and quality assurance to continue to develop the asset recovery processes for
the reuse of ICT equipment and increase in reuse and reduction of WEEE.

In return, the franchisees pay franchisee fees, provide data and comply with quality controls.
As in commercial scalability literature, the comprehensive social franchising model was developed while
requiring an investment on an ongoing basis to sustain the network. It best met requirements primarily
related to quality assurance and revenue generation. As shown in Figure 3, the overall development of
the model has four distinct phases, which include (1) preparation, (2) piloting, (3) implementation,
and (4) replication and adaptation. Based on the literature review and on the analysis of the case study
organization with the franchisees, we identified nine key factors, from which seven are external and
two internal key factors, that contribute to the successful development and operation of the social
franchising model in the area of ICT reuse. In the developed framework, with four different stages of
the case study organization, the identified external key factors are: market/recipients, B2B and B2C
supply, training/employment, asset recovery software system and PAS 141 standard, local authority,
brand/promotion and supportive institutional framework. Furthermore, there are also two internal
key factors identified, which consist of managerial competences and resources. To achieve scalability,
the organization should consider external signals and then adopt and develop an internal organization
based on the capabilities, as proposed by Pinelli and Maiolini [33].
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Figure 3. Social franchising model operating in the ICT reuse. (Source: authors” development.)

In the following, each phase of the developed model is described in detail.

Phase 1: Preparation. Prior to piloting the franchising model, the case study organization developed
a set of operating and reliability standards, training resources and a mutual learning system that
supports the process of plotting the operational and business model for the franchisee and considering
regional specifics. The case study organization improved their readiness to replicate by recruiting the
right local team to operate the franchise network and build evidence of the potential success of the
business model in Europe and the U.S., building on their success in Ireland.

Phase 2: Piloting. This stage is focused on the training and establishment of a reuse organization
working in the area of ICT reuse. That includes full technical specifications and protocols, business and
service plans, policies and procedures and structural and legal requirements. These can be adapted to
the local conditions and legislation of each region. The supply (amount, types, configuration and age
of ICT equipment) is assessed by various approaches, including market data from WEEE regulators
and modelling product residence to identify device flows.

Phase 3: Implementation. Once the franchising model has been successfully completed the pilot
phase, complete operations are carried out, as all plans are implemented in full. Life cycle assessments
are employed to quantify the environmental benefits of the reuse operations and to measure the
impact. Production involves both refurbishment of equipment and disassembly for the recovery of
useable parts and components. The franchisees sell refurbished equipment directly or through retail
outlets. In this phase, products are branded with the newly developed quality label, and franchisees
are networked to share experiences and even transfer products between them as the market dictates.

Phase 4: Replication & adaptation. The final phase of the case study organization’s franchise model
is ensuring long-term sustainability through the establishment and implementation of a business plan,
which enables the replication and promulgation of the proposed model across Europe and the U.S. As a
part of this activity, it is vitally important to develop and manage a network of close observers made
up of suitable local authorities. With regard to standardization, a distinction can be made between
two competing aspects: The necessity of a sufficiently flexible system package for adaptation to local
conditions, and the significance of product and process standardization of products and processes.
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Just like commercial franchises, social franchises adapt to local conditions. The case study organization
allows all their franchisees the necessary leeway for the implementation of the concept on site.
Challenges of the case study organization’s franchising model are:

e  Competing with firms that feign a social mission or confuse the social service marketplace solely
for the purpose of enhancing owner and/or shareholder value;

e Navigating complex resource allocation decision environments where multiple stakeholders must
be satisfied;

e  Maintaining continuous innovation in both business practice and social mission environments;

e Attracting and retaining management talent while competing in a for-profit
compensation environment;

e  Developing meaningful measurement and reporting processes that accurately model social value
creation for the short-, medium- and long-term;

e Finding the right partner who has met all the criteria that the case study organization
developed; and

e Adapting the model to its cultural and environmental specifics.

We have argued that the case study demonstrates the enduring success of the social franchise
model and is based on internal and external factors. They are based on the capabilities of the
organization on the capacity of how to create value; accumulate assets through effective business
practice in the area of ICT reuse using a scale economy; while also remaining close to the stakeholders
and community, and creating social value.

5. Discussion and Conclusions

Our in-depth, inductive study aimed to disentangle the key factors that explain a successful social
franchising model operating in the reuse of ICT. By answering this research question, we contribute
to literature investigating scalability strategies for social enterprises [6-8,10-13,19,28] and the reuse
industry [14-17] in several ways.

The first contribution is associated with an analysis of the case study organization, which enables
us to identify typical patterns for the development of the social franchising model operating in the area
of ICT reuse. The case study showed that the overall development of the social franchising model is
based on the theory of commercial scalability [25,29] and has four distinct stages, namely preparation,
piloting, implementation and replication, along with adaptation.

First, the preparation phase is important because this give the insights into the development
of operating and reliability standards and training resources that support plotting the operational
and business model process for the franchisee, considering regional specifics. The second phase,
piloting, is fundamental for the training and the establishment of the ICT reuse organization. That
includes full technical specification and protocols, business and service plans, policies and procedures
and structural and legal requirements, which can be adapted to the local conditions in each region.
The third phase of project implementation is important to operationalize all activities and thus
concretely move the franchisee toward a sustainable model in terms of creating an economic, social and
environmental impact. The final phase, replication and adaptation, ensures long-term sustainability
through establishing and implementing a business plan that enables the replication and promulgation
of the proposed model across Europe and the U.S. The replication of the case study organization social
franchising model operating in three different regions significantly contributes to the environmental
impact and reuse of waste in particular. By refurbishing and reselling ICT equipment, the company
realizes the true value of that equipment, generates real sustainable employment opportunities for
disabled/disadvantaged people, and reduces environmental hazards by reducing the amount of waste
going to landfills. Our findings are consistent with prior studies [13] which revealed that success is
measured by both success in reaching social goals and an ability to demonstrate profitability.
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Second, the comparison of all three franchisees allows us to identify nine key factors that
contribute to the successful operation of a social franchising model operating in the ICT reuse in three
different geographical areas. We identified seven external key factors (market/recipients, B2B and B2C
supply, training /employment, asset recovery, software system & PAS 141 standard, local authority,
brand/promotion and supportive institutional framework) and two internal key factors (managerial
competences and resources). These findings are consistent with literature on the ICT reuse industry,
which has acknowledged the role of key success factors in the reuse organizations [17,43,45,47].
Additionally, our findings are consistent with the literature on scaling social impact where managerial
competences and resources are success drivers to enable the scale of social enterprise [19]. Our findings
further extend these studies by providing empirical evidence of the importance of each key factor in
the frame of the social franchising model of the case study organization.

Previous research has emphasized that the challenge facing social enterprises is how to scale up
their impact beyond small successful projects [6]. Our study reveals valuable insights to organisations
that are willing to scale their business as a social franchise in the area of ICT reuse. The primary
factor distinguishing this successful social franchising model is how it has evolved to create value and
accumulate assets through effective business practices using scale economies while remaining close to
and relevant in the communities that it serves. The case study organization overcomes these challenges,
which include, on the one hand, financial sustainability and creating social value on the other hand.
Furthermore, the replication of the case study organization business model as a social franchise through
innovation, training, software system, process development and commercialization with a recognizable
brand also contributes to the development and acceleration of the social enterprise model.

Finally, our study reveals that adaptation to different cultural and geographical environments
requires the model to be adjusted. This is sometimes challenging due to local institutional frameworks
and geographical location, which is in line with previous studies [28]. Not all determinants of a basic
operational model can usually be copied to the social enterprise’s new site. The example of the U.S. and
Slovenian franchisees shows that there was a successful adaptation of the operating model, but with a
few adjustments to the local environment and institutional frame, which was not the case in the Irish
franchisee. The U.S. franchisee case showed that there were necessary localization changes needed for
the software system for asset recovery to meet local legal requirements. In addition, the brand from
the franchisor was not adopted in the U.S. market, as the franchisee had already established its own
well-known brand. However, all other aspects of the operating model were successfully transferred
into the U.S. market, despite the mentioned adjustment and a few challenges regarding geographical
location. Furthermore, as the case of the Slovenian franchisee shows, in this context, in the adaptation
phase, like in the example of the U.S. franchisee, it was important to consider some cultural and market
differences, as Slovenians are not as willing to buy refurbished equipment as Irish or Americans.
However, with the adopted recognizable brand and promotion, the Slovenian franchisee is developing
a positive reputation and customer confidence.

Last but not least, our study reveals that the demonstrated social franchising model is able to
leverage the advantages of scale as it creates valuable capital while also retaining specific unique
knowledge about the needs of the local community. Thus, researches and practitioners should look at
the social franchising model as one way to solve social and environmental problems at scale.

Our study opens several new avenues for further research. First, although this study provides
evidence of the existence of a successful social franchise operating in the area of ICT reuse and spread
in three different geographical locations, further research with more in -depth comparison analysis
between Europe and the U.S. could investigate institutional framework differences between those two
regions regarding social enterprises and reuse organizations.

Second, our study has pointed out the importance of only two internal key factors in the developed
franchising model. However, more in-depth research is needed to identify and explore other internal
key factors that might influence the success of the social franchising model to capture the attention of
other social enterprises who want to scale their business.
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Finally, further research could investigate how cultural variations affect the successful
implementation of the social franchising model. Indeed, all three franchisees of the case study
organization are located in different geographical and cultural locations, and they are social enterprises
and reuse organizations, which are in distinctive environments. Further research will deepen our
knowledge of such context-specific influences.
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Appendix A
Questionnaire for franchise
Research Goal No. 1: What is business experience and mission of the franchise?

It is therefore vital that the franchisor has experience of running the sort of business that he or
she is now offering as a franchise. They may already have successful franchised operations up and
running; if not, they should ideally have had a pilot operation running for at least twelve months. This
applies equally to locally-developed systems and franchises brought in from overseas.

e  What is your business experience? How many years of experience do you have in this industry?
In this business?

e  Where did you get resources to set up this business? (e.g., governmental support, bank loan, own
capital, ... )

e Can you describe your mission?

Research Goal No. 2: Financials and key success factors for the operational model

e How do you make your money?
e Could you outline and describe your operational model and its key factors for success?
e s there any custom-designed software that you use?

Research Goal No. 3: Key characteristics for a successful member

e  On what basis do you choose your franchisees?
e  What are the most important attributes of a successful franchisee?

Research Goal No. 4: Training services, ongoing support and marketing

e  What initial services do you offer to your franchisees?

e Do you provide on-going training in the form of courses, workshops, conferences, seminars,
regional meetings?

e What kinds of marketing programme do you run for the product or service offered by
the franchisees?

Research Goal No. 5: Adaptation of the operational model to local environment

e How well is franchisee likely to fit with your organization in terms of personal standards,
aspirations and values?

e  Was adaptation process difficult?

e  Has each franchisee adopted your brand?

e  What phases were necessary to scale up your operational model?

e  What were the challenges? Geographical spread, different culture, ... ?
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Appendix B

Questionnaire for franchisees

Research Goal No. 1: What is business experience and mission of the franchisee?

What is your business experience? How many years of experience do you have in this industry?
In this business?

Where did you get resources to set up this business? (e.g., governmental support, bank loan, own
capital ... )

Can you describe your mission?

Research Goal No. 2: Financials and key success factors for the operational model

How do you make your money?
Could you outline and describe your operational model and its key factors for success?

Research Goal No. 3: Adaptation of the operational model to local environment

How well is your organization likely to fit with franchise in terms of personal standards,
aspirations and values?

Was adaptation process difficult?

Did you adopt franchisor band?

What phases were necessary to scale up your operational model?

What were the challenges? Geographical spread, different culture, ... ?

Marketing is fundamental to the value of a franchise—it is the pulling power of the name above

the door or written on the side of the vehicle that should more than justify the ongoing royalties the
franchisee pays.

What kinds of marketing programme do you run for the product or service offered by the

franchisees? May I see examples? How are marketing programmes decided on? What kind
of consultation is there with franchisees about what they want/need? What is the process for
evaluating success?

What dollar value is spent on marketing? How is marketing funded? How accountable is the
franchisor for the funds? Am I required to spend additionally on promotions in my local area?
How much? Is supplier support available?

Do you have a launch package for a new franchised territory? What experience is this based on?
What does it include? Who pays?

What help will I receive in arranging local advertising and promotions? Are there standard
promotions (e.g., radio adverts) available for my use?

How does the franchise use social media? Are there standard pages or can I manage my own?
What assistance/policies are in place to control the use of social media by franchisees?

Please show me examples of marketing material you provide, e.g., point of sale material
and promotional literature such as brochures, leaflets, sales presenters, digital advertisements,
Adwords promotions.

Is there a website promoting the franchise? Is it optimized for mobile phones? Is it GPS-enabled?
Can customers buy direct from the website? If so, are franchisees recompensed for sales in their
area? Online sales can be a source of friction if not properly managed—read more.

Does the franchise carry out database-related promotions to customers? How is the database
created and managed? Can franchisees choose which offers are made to which customers?

Is there a website promoting the franchise? Is it optimized for mobile phones? Is it GPS-enabled?
Can customers buy direct from the website? If so, are franchisees recompensed for sales in their
area? Online sales can be a source of friction if not properly managed—read more.
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