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As we enter into discussiona about social enterprise development we keep encountering the imperative to ‘scale up’—from aid agencies under the influence of mainstream economic orthodoxies. The implied argument is that ‘scaling up’ will make enterprises more sustainable. 
How might we think about this?

There are a variety of ways of ‘scaling up’ social enterprises, and each has its pros and cons.

1) Growing the business
This involves increasing output, borrowing more capital, expanding markets, possibly employing more workers or increasing rates of mechanization.

The argument goes that the social enterprise needs to expand its markets from the locality to the province and nation, but best would be to the export market. 
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Question: Might there be an optimal size for a particular social enterprise? 
Beyond this optimal size the transactions costs of management, supply, customer service etc might be too high, the complexity of managing too much for the organization. Note that at one point the Mondragon Cooperative Corporation decided to limit worker owned coops to around 200 owner-workers for most efficient communication and a sense of solidarity within the company.
Question: Why not stay small as a local producer and supplier of a product that builds up a local clientele? 
One threat is that the product might be offered at a lower price by a larger producer and thus undermine the local market. Counteracting forces would be the suki (person to person market allegiance) that exists and the fact that many larger producers cannot be bothered to service poor areas with their products.

2) Increasing and deepening networks and strategic alliances 

This involves combining with other producers of the same product to form a marketing alliance or even input buying alliance. So rather than grow each business bigger, the scaling up of productive capacity takes place via a network of like producers. Each unit stays autonomous but agrees to supply product at a certain rate—if there is variation, another enterprise might take up the slack. This allows the enterprises to tap into larger markets—which may or may not be more stable. It could allow enterprises to tap into ethical fair trade markets.
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3) Diversifying products and spinning off new enterprises

This involves developing new products from the same raw materials (eg sugarless ginger tea, virgin coconut oil) and spinning off new firms for each production process.   
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4) Developing enterprises up and down the supply chain
This would involve a social enterprise working to organize suppliers into a social enterprise so that they could more efficiently supply their inputs, or spinning off another enterprise to process the outputs and increase the demand. In the rural context where farmers have banded together to form a social enterprise that processes and adds value to a local product (ginger, coconuts), it could mean that the farmers producing these are organized into a growers group who can guarantee supply. Or it could mean that the social enterprise group recruits more people and helps them to spin off another enterprise that makes another product from theirs (eg processed nata de coco, processed meats).

This has the potential to service more of the needs of the local economy and replace imported inputs. Also allows places to develop their own distinctive place-based product lines.

A good example of this is the ube growers linked to ube powder producers linked to ube confectioners linked to calamay makers in Jagna. 

Sustainability considerations
Keeping value circulating in the local economy versus allowing it to drain out and increasing dependency on outside markets over which there is no social, ethical relationship.

5) Scaling up sustainability that cuts costs
This could involve different kinds of social enterprises sharing technology on more efficient and less environmentally damaging business practices. For example using alternative fuels such as biogas linked to small piggeries. So the supply chain connection could involve a small piggery attached to each enterprise that relies on a fuel source for heating. Eg  a 5 head piggery linked to the ginger tea producers so that they could use biogas and not wood fuel.

Or each enterprise leading the way on solid waste management by 

· using funds to build a composting toilet on the production site

· trialling use of native materials for packaging –another backward link to handicraft makers

6) Scaling up organizational capacities 
Regular sharing of experiences and managerial lessons in a forum where social enterprise knowledge can be strengthened.
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