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Executive Summary of SE Research Study

commissioned by the
Social Enterprise Advisory Committee

Background

1.

The Social Enterprise Advisory Committee (SEAC), which advises the Government on the formulation of policies and strategies
for supporting the sustainable development of social enterprises in Hong Kong, commissioned this consultancy study. The aims
are to study the current landscape of the social enterprises (SEs) in Hong Kong and to make innovative and long-term
recommendations for the Government, the SE sector, and other stakeholders to support further development of the sector.

The study is grounded on theory and empirical evidence, comprising public opinion poll, survey on SEs, focus group discussions
and desk-top research (see Chapter 1 of the full report for its methods), that were carried out in the second half of 2013 to the
first quarter of 2014. Compared to previous studies, it has put emphasis on the social value and innovativeness of the SEs in

addition to their operational efficiency and financial return.

Key Findings

The Current SE Sector

3.

SEs are characterised by their double bottom lines to
achieve social missions and commercial sustainability as a
business enterprise. SEs have been developing in Hong
Kong for over a decade, and have gained better public
awareness in recent years. Over this period, both from a
policy perspective and in practice, they have taken up
many responsibilities and fulfilled a lot of expectations of
the community.

The development of the work integration social
enterprise (WISE) (i.e. social enterprises that aim to
facilitate the gainful employment of the socially
disadvantaged groups for better integration into the
society) first took off in 2001 to address the
unemployment problem of people with disabilities. The
WISE has become a popular model for both Government
and non-governmental organisations to support
initiatives for alleviation of poverty since then.

In our survey, 83.3% of SEs (145 out of 174 respondents)
stated that work integration is their social objective.
Hong Kong has many strong WISEs, and now other
types of SEs have gradually developed as well.

More SE practitioners seek to apply social innovations
through the work of the increasingly diversified SEs to
address previously intractable social problems. These SEs
differ in social objectives, ownership, governance
structure, business models, and tend to address broader

social issues beyond job creation and work integration.
These issues include environmental protection, heritage
revitalisation, promotion of social cohesion and caring for
the elderly, etc.

We found that some characteristics of the SEs are related
to business entrepreneurial orientation (proactiveness,
riskiness, and innovativeness).  SEs that have no
sponsoring organisation and are receiving initial funding
in the form of private investment tend to show a greater
tendency for business entrepreneurial orientation.
However, these findings should not be interpreted readily
as bearing any causal relationship.

At the same time, we note successful examples of some
pioneering SEs which have demonstrated key
elements of innovativeness:

a. social entrepreneurs play a pivotal role in driving social
value creation in these SEs; for WISEs, it is particularly their
implementation ability to make simple ideas to work;

b. social entrepreneurs can find and transform creatively
“hidden” community assets. Creating social values from
unrecognised resources is a strength of these SEs, and is
an important element of their social entrepreneurship;

¢ innovative  social entrepreneurs exhibit greater
flexibility in operating SEs and apply the trial-and-error
approach in creating social innovation; and




10.

d. with their strong networks they can form strategic
partnerships to start up and scale up their SE
businesses.

In terms of development stage, 18% of SEs are starting up
and 69% of them are either operating stably or scaling up.

60% of SEs are registered charitable organisations or part
of such organisations and 37% are registered as
companies.

62% of SEs achieved a breakeven or gained profitin 2012.

Public awareness

.

12.

13.

Our poll showed a significant improvement in public
awareness of SEs. 78.5% of the 789 respondents
were familiar with SEs, as compared with about 60%
from previous studies from a few years ago. About 70%
of respondents replied that SEs serve the double bottom
lines stated above.

About 70% of the respondents expressed that they
would certainly or likely procure services or
products from SEs in the six months following the poll.
The major reason was to contribute to the society through
one’s own consumption. Making information on sales
channels more available would stimulate consumption of
SE's services and products.

On the other hand, public understanding of social
missions of SEs was mainly about poverty
alleviation and job creation for the disadvantaged.
In our poll, 84.9% of the respondents agreed that SEs aim
at creating jobs for the underprivileged. About 60% of
the respondents agreed that SEs make use of innovative
business model to provide social services. It would be
useful to further enhance public awareness of the
innovation and entrepreneurial values of SEs.

Recommendations and way forward

Institutional support

14.

Development of SEs requires cross-sector collaboration.
The Government has been the major source of funding,
supporting individual SEs and SE-support organisations
through various funding schemes and promotional
programmes.  The active participation of other
stakeholders including the SE-support organisations, the
welfare sector, the business sector, and the academia, is
most crucial. SE-support organisations, including
those from the welfare sector, the business sector
and universities, have been playing an important part
in supporting the development of SEs. The Government
should continue to emphasise and promote cross-sector
collaboration.

15.

16.

17.

The Home Affairs Bureau (HAB), supported by the Home
Affairs Department, is responsible for the policy of SE
development and support. Different funding schemes run
by Government bureaux and departments are serving a
variety of social objectives (e.g. heritage conservation,
environmental protection, etc.), and not all are dedicated
to the development of SEs. We believe that a plurality
of funding sources from different departments has
its advantages and we do not see a need for consolidating
all funding into one. While maintaining a level-playing
field for all potential applicants, the relevant bureaux
and departments are encouraged to consider, in setting
the eligibility criteria, the additional social value that
could be created by SE participants of these
schemes.

In the longer run, the Government could consider
providing a focal point for promotion of SEs, including
more stocktaking of Government initiatives relevant to
SEs and disseminating such information to them. Then,
working together with business associations, academics,
NGOs and other stakeholders, the Government can
promote the support network for SEs and best practices,
identify service gaps, create synergies and facilitate cross-
sector partnerships.

It is important to have a clear understanding of the nature
and values of SEs in the community and continued
promotion of opportunities for SEs to provide services and
create social values in both the public and private sectors.
While emphasising that these efforts should continue to
be made, we do not favour a legislative approach to
define SEs or introduce specific legislation
governing the social value component of the public
procurement process. Such a top-down approach by
the Government may interfere with the innovative
potential of SE ventures. The Government should
continue its existing approach to encourage self-
regulation by the sector, while at the same time maintain
the prevailing flexible approach in defining SEs. In
particular, it is advisable to:

a. encourage market-led efforts in developing credible
registration and/or certification systems that
address the needs of different types of SEs; and

b. promote, through service providers, a ready-to-use
legal template together with training to SEs, which
increasingly have more sophisticated ownership
structures, to make use of existing company law
provisions for governance.

Training and capacity building

18.

While the Government and the SE sector (including the SE
support organisations) should leverage on their success




19.

20.

and continue to promote development of WISEs, they
should also make efforts in harnessing the creative
energies of the newly emerged or new categories
of SEs through:

a. encouraging innovation of SEs in operations or
ownership forms;

b. supporting more SE start-ups that are diverse in
orientations and backgrounds (non-conventional,
privately-funded); and

C. supporting SEs in their attempts of innovative problem-
solving and of addressing a wide range of social
problems.

The Government should continue working with the
community to provide the incentives for SEs to
innovate, and lower the entry barrier for various
community groups to join the work of SEs.
Particularly, the Government may:

a. review SE funding schemes to promote innovativeness
and community engagement;

b. collaborate with support service providers to offer
advisory and support services to potential SE investors
and operators ; and

C. involve broader spectrum of supportive groups,
including academics and NGOs, to develop a one-stop
shop and enable the development of ecology for SEs.

Training and capacity building needs: a large
number of SE-support organisations and other
service providers have emerged since 2008 (e.q. SE
Summit, Hong Kong General Chamber of Social
Enterprises, Make a Difference). They provide a wide
range of support services: information and advisory
services, promotion opportunities to co-work space,
training, etc. Universities have also been playing an
important role in providing support for capacity building,
cross-disciplinary exposure, and experience sharing for
the SE sectors. These stakeholders should continue to
play their parts and be given support for such purposes, in
particular:

a. these service providers offer a large variety of support
and the majority of them focus on skills-based training
for individual SE practitioners and frontline staff. At the
organisational level, just a few of them provide services
to SEs, and more often the support service providers
would only assist SEs with affiliation with the
sponsoring organisations.

b.while  formal  and  structured training
courses/workshops can enhance business skills and
industry knowledge of practitioners, SE operators are
also looking for networking opportunities at the sector

21.

22.

and sub-sector levels to exchange information and
acquire practical knowledge. The SE sector should
continue its efforts in fostering exchanges and
collaboration.

¢. current  mentorship schemes have room for
improvement. Mentors might not know operational
issues with which WISEs are usually concerned, and
mentors and mentees may not share the same social
missions and values or have different business
background that make it difficult to facilitate useful
knowledge and experience transfer.

For SEs, implementation is as important as
innovativeness. It is imperative for the Government and
the SE sector (including the SE-support organisations) to
strengthen the executing and innovating capacities of the
SE sector in the following areas:

a. complementing current training programmes with
hand-holding and ushering services to get
implementation on the ground;

b.in view of the high demand for knowledge and
experience sharing, supporting training providers to
conduct sharing workshops for different levels of
employees;

¢. providing resources to facilitate better understanding of
SEs about their needs and capacity building, like
undertaking periodic surveys on SE training needs, and
disseminating the information to all training providers
for their course planning purposes;

d. supporting SE-support service providers to offer
matching and follow-up services to SE mentorship
programmes; and

e. allowing successful SE applicants, to apply, as part of
their funding budget, for funding to undertake the
necessary  consultancy  services.  Professional
consultants should also develop their services for SEs,
given the demand.

In view of the difficulties in recruitment of frontline
staff (especially the socially disadvantaged groups)
and of the insufficient training and related human
resource services in some of the WISE service fields, we
recommend that the Government should provide seed
money to address the service gap, e.g. funding one or
more support platforms for facilitating the recruitment,
qualification assessment and training of SE staff.

Enhancing awareness of SEs

23.

With an increasing diversity of SEs in their social missions,
forms, and ownership structures, it would require much
more efforts to promote a common and clear identity or
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25.

image of SEs that would facilitate the public
understanding. Promotion across sectors will yield better
results if there are clear and common themes. Based on
the findings, the research team suggests encouraging
social innovation in public problem-solving (55&)
A LARIFR 7 AR R 1L E £ERE) and fadilitating
multi-stakeholder participation in SE development
(B R L& S B4t 3 R) as potential
themes. Both the social and entrepreneurial/innovation
values of SEs should be emphasised, e.g. that SEs, while
achieving  social  missions, can be  successful
entrepreneurial ventures.

SEs are going to increase in their number and scale. It is
necessary to cultivate the demand for SE services/
products to support further development of the sector by:

a. Using a sector-wide brand-building exercise to
elevate brand value of SEs and continue sector-wide
marketing and media campaigns;

b. Adopting a “sub-branding” strategy for highlighting
the increasing specialisation in certain sectors or
service types of SEs; and

¢. Funding and assisting market communication and
public relations of SEs.

To be more consumer-friendly, SEs need more conveniently
located sales channels. The Government should take the
lead, with the participation and support of the SE sector
(including the SE-support organisations), to:

a.encourage the use of Government premises or
partnership with other organisations to make space
available for SEs;

b. explore with other stakeholders (NGOs and businesses)
the feasibility of providing SEs sales channels at the
district level; and

¢. continue and reinforce the promotion of ethical
procurement and consumption.

Cross-sector partnership

26.

For the next stage of development, it is important for SEs
to enhance cross-sector partnership. It entails getting
all the stakeholders, particularly the end service users in
different local communities, to have reqular and close
interactions and to build a sense of shared ownership
when they try to start SE ventures to address common
social issues/problems. The Government and other
stakeholders should consider:

a. supporting the development of a focal point and specific
participation  schemes that facilitate cross-sector
exchanges and collaboration for SE development. SEs
should also actively seek opportunities to have exchanges

2].

28.

and form partnership with other SEs/sectors; and
b. supporting an ecology for SE startups to thrive.

Developing SE initiatives at the community level
can contribute to community building and revitalisation,
and foster a new caring culture in the society. Proposed
initiatives for this purpose include:

a. The Government could review the use of SE funding
schemes to focus more on community participation;

b. The SE sector, the Government and other stakeholders
should link up SE promotion with both the
conventional district-based economic development
initiatives and  the emerging Internet-based
communities engaging in the sharing economy;

¢. The Government, the SE sector and other stakeholders such
as the business sector could establish a network of
innovation hubs, future centres, and co-work spaces in
different districts according to local community needs; and

d. The Government and other stakeholders should provide
seed funding for the creation of an online map showing
SEs in different districts.

Fostering cooperation among stakeholders in local
communities to launch new SEs/SE projects can
address unmet social needs. To achieve this, the SE sector,
the Government and other stakeholders should:

a. encourage SEs to enter into industries (e.g. child care)
that need new or innovative operations;

b. find ways to provide training to community groups to
turn underutilised human resources into flexible
workforce in the local communities; and

¢. change the focus from maximising each organisation’s
impact to the “collective impact” of the community.

Overall

29.

The SE community and other stakeholders should prepare
for broader changes to Hong Kong in the future:

a. SEs set up in Hong Kong should strive for innovation
and a broader target group in the local community, or
even in communities outside Hong Kong; and

b. The SE sector and the Government should work with
other stakeholders to develop Hong Kong into a hub of
social enterprises and impact investment as a
new competitive advantage in the longer run.

viii
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Social Enterprise Developmentin

Hong Kong:

An Introduction

Overview of the Chapter

l. Background and Overview of the Study

Il. Development of the SE Sector and Contending Issues

lll.  Notes on the Definitions of Social Enterprise and Social Value Creation

IV.  SE Sector Overview: Findings of SE Questionnaire Survey

V. Key Arguments of the Research

VI. Intended Audience and Other Recent SE Studies

1.1

1.2

Background and Overview of the Study

The Social Enterprise Advisory Committee (SEAC),
established under the purview of the Home Affairs Bureau
(HAB), commissioned the CfE-SEBC Research Team to
undertake the SES Study to attend to a number of research
objectives including: a) to capture the current situation of
the social enterprise (SE) sector in Hong Kong; b) to
identify the best practices and innovative approaches in
running an SE; ¢) to identify the training gap for SEs; and d)
to ascertain public receptiveness and expectation of SEs in
Hong Kong.

The consultancy brief further stipulates that the research
team should aspire to offer recommendations on the long-

13

term development strategies for the SE sector, with a key
emphasis on the social values of SEs to the local
community. More specifically, the findings of the study
should assist the SEAC and the Government to map out the
best measures in supporting operation and future
development of SEs, facilitate the brand-building of SEs
both on an individual level and on a territory-wide basis,
and to devise promotional activities and training at a

strateqic level.

The findings and recommendations are organised in the
research report using the following report structure which
aims to assist the readers to navigate the key research
themes as depicted in paragraphs 1.1and 1.2 above.




a. Social values of SEs to the local community: By way of
analysing the case findings on our investigation of the
value creation process of a selected group of exemplary
SEs, four possible development trajectories of local SEs
are depicted and their relationships with local
community building are explored (Chapter 2).

b. Current capability of the SE sector to innovate: With
reference to research findings gathered from the SE
questionnaire survey and the focus group discussions,
the local SE sector’s existing capability in capturing and
realising  social innovations is critically evaluated
(Chapter 3).

¢. Current capability of the SE sector to implement
innovations: Based on findings of the SE questionnaire
survey and focus group discussions, the SE sector’s

existing capability in implementing and replicating social
innovations and the overall capacity building needs of the
sector are examined (Chapter 4).

d. The quest of market development and sector-wide SE
brand identity: Drawing attention to a key hurdle
impeding the SE sector to reach scale, the poll findings
on public perception on SEs and the related questions of
market development and sector-wide brand-building are
examined (Chapter 5).

e. Recommendations on strategic development of the SE
sector: Recommendations grouped under five headings
that affect long-term strategic development of the SE
sector are provided in the concluding chapter, with a key
emphasis on the social values of SEs to local community
building and revitalisation (Chapter 6).

Overall Research Map (Qs/Methods/Findings/Recommendations)

Ch3 Ch4 Chb5
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Questions SE values innovate implement marketing
m App.2 Survey | | Findings on | | Poll findings
; findings on | | cap bldg + | | on public
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Public poll trends
Innovation community . C il B
& entr'ship Analysis Analysis Analysis Analysis
Capacity & & & &
bldg needs | |implications || implications | | implications | | implications
[
{ ) l
R1 . RS R2 R3 R4 |
Recommen- || Continuous | | 5E and local | | Capacity to | | Capacity to | | Branding &
dations develop- community innovate implement | | SE market
ment

1.4 The research employs multiple methods so as to address

the full scope of the SES Study. It comprises four major
components: (i) a questionnaire survey for existing SEs
(with prior review of existing SE databases available to the
research team); (ii) a public opinion poll on SE
development (plus a limited-scope marketing survey of SE
customers); (iii) in-depth SE case studies; and (iv) focus
groups with SE practitioners. The research timeline and
further information about the research methodologies are
given at Appendix I.

Box 1.1 Overall research map of the SES study

1.5 The overall research map is given at Box 1.1 which shows

the linkages between the research questions, the methods
employed (M1 to M4), the organisation of empirical
research findings in the four middle chapters and
Appendix I, and how the analysis of the research findings
led the research team to derive the policy
recommendations (which are grouped under five
categories — R1to R5 — in Chapter 6).




1.6

Development of the SE Sector and
Contending Issues

In Hong Kong, the term social enterprise (SE) has entered
the scene of public discourse over a decade, and its
development has been gaining momentum over the past
few years. Over this period, both from a policy perspective
and in real practice, SEs have been asked to undertake a lot
of tasks and fulfill a lot of expectations.

a. Work Integration and Poverty Alleviation: In addressing
the unemployment problem of people with disabilities,
the development of work integration social enterprise
(WISE) first took off in 2001, even before most

practitioners knew about the term and the concept of SE.

The promotion of WISE has been regarded as an
important policy tool for fighting poverty ever since.

b. Social Innovation and Problem Solving: As more and
more practitioners came to embrace the idea of
applying social innovations for addressing various
previously intractable social problems, more and more
SEs were created to address a broad range of social
issues that go beyond employment creation and work
integration. From ageing to food waste to
environmental issues, SEs have been summoned to
provide the solutions.

¢. Preferred Operators in Specific Policy Fields: Because of
the presumed superiority of SE in its ownership and
governance arrangements, in policy domains such as
heritage conservation and environmental protection,
SEs would also be created and called upon to undertake
sizable heritage revitalization and green conservation
projects with income generating capabilities, and very
often with Government providing the start-up funding.

d. Social Capital and Community Building: A less-discussed
and more indirect policy directive in driving the
development of SEs is to promote cross-sector
cooperation for the creation of social capital. Given the
unique attribute of social entrepreneurship in bringing
together and combining different stakeholders and
community resources, the SE sector has been serving as
a breeding ground for engendering cross-sector
dialogues and community building.

e. Understanding the Value Creation Process of SE: These
very diverse functions being served by the SE sector
notwithstanding, our understanding of the value
creation process of SEs is rather shallow and one-
dimensional. The vast majority of the public sees work
integration being a major function served by the SEs,
but beyond the point of job creation for the
disadvantaged, we do not have a good understanding of
the many different ways social values are being

produced by the SE sector. The fact is, in the absence of a
solid understanding on how the sector’s value creation
process has contributed to public problem-solving and
community building, it would be difficult to formulate
and evaluate any policy proposal for furthering the
development of the SE sector (we devote the entire
Chapter 2 of this research report to explore social value
creation of local SEs in Hong Kong).

1.7 Furthermore, our limited understanding on the nature and
the process of social value creation as pursued by different
kinds of SEs would also affect how we would address the
following contending issues:

a. The SE sector’s brand identity and sector-wide brand-

building: In theory, the SE sector’s brand identity should
in some way be connected with the plurality of values
that are being produced by different kinds of SEs
currently in operation. It is thus of great importance that
the SE sector, despite its increasing complexity and
diversity, should be able to articulate and communicate
the sector’s shared values to the wider public in any
sector-wide brand-building exercise. However, how the
SE sector could undertake such a brand-building
exercise is uncertain and is open to debate and
deliberation. [This question about sector-wide brand
building is further discussed in Chapter 5, and relevant
policy recommendations are given in Chapter 6.]

b. Devising a commonly agreed definition of SE: The sector

has long debated the necessity and viability of coming
up with a commonly agreed definition of SE. Meanwhile,
there have also been efforts within the SE sector to
develop registration or accreditation systems for
certifying SE. While any viable definition of and
accreditation system for SE would likely evolve around
certain threshold criteria comprising multiple attributes
and conditions (e.g. social objectives, ownership forms,
governance arrangements, etc.), in what way and to
what extent social value creation would be captured in
the SE definition/certification criteria is an issue that
would likely be very difficult to resolve (see also Section
1l below on definitions).

. Specific legislation for facilitating the establishment of

SEs: In addition to putting in place a certification system,
another suggestion frequently raised by the SE policy
advocates is for the Government to enact legislation to
facilitate the formation of new categories of SEs with
innovative ownership and governance arrangements.
Whether it is legislation to create new legal form for SE
(such as Community Interest Company (CIC) in the UK)
or the revision of old legislation to facilitate the
formation of new SEs (e.g. the call to revise and update
the Co-operative Societies Ordinance), the argument is
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that formal legal identity could greatly enhance public
recognition and acceptance of SEs.

d. Management of various funding schemes supporting
SEs: At present there are at least seven government
funding schemes serving different policy objectives for
which SEs, given their related social missions, are
potentially eligible to apply. ~ Some consider that the
Government should coordinate the various funding
schemes to propel the development of SEs. Some
suggested that the Government should revamp or even
consolidate the operation of some of these funding
schemes. A related issue is about the eligibility criteria
being adopted by these funding schemes for screening
the fund applicants, which would effectively determine
what kinds of applicant organisations would be given a
chance to receive public funding to establish SEs. On the
other hand, there are other views that these funding
schemes are serving a variety of social missions, e.g.
poverty  alleviation,  heritage  conservation,
environmental protection, etc. and not all of them are
dedicated for SE development. SEs should be one
possible group of candidates eligible for applying for the
funding and a level-playing field should be maintained.
Our views on this issue will be set out in Chapter 6.

e. All of the above issues are interrelated and we should
not deal with them in an isolated manner, or else we'll
risk coming up with contradictory policy proposals that
could end up be self-defeating. Following the agreed
research plan, the point of departure as adopted by this
research inquiry to address these related policy issues is
to undertake a thorough investigation into the value
creation process of different kinds of SEs currently
operating in Hong Kong, the findings of which could
allow us to work out a more holistic and consistent
approach to address these important policy issues
shaping the development of the local SE sector.

Notes on Definitions on Social Enterprise
and Social Value Creation

Given a key objective of this inquiry is to delineate and
potentially broaden the scope of social value creation as
recognised by SE practitioners and policymakers, the
research team intentionally did not stick to a rigid
definition of SE while planning and implementing the
various research components. The purpose of the SE
landscape survey which serves to, inter alia, provide input
for Government formulation of future strategy, we have
made reference to the “SE definition” of the HAB published
via its website on Social Enterprises:

1.9

In general, an SE is a business to achieve specific social
objectives such as providing the services ... or products
needed by the community, creating employment and
training opportunities for the socially disadvantaged,
protecting the environment, funding its other social
services through the profits earned, etc. Its profits will be
principally reinvested in the business for the social
objectives that it pursues, rather than distribution to its
shareholders.” (HAB website, accessed February 26, 2013)

We understand that HAB has used the following definition
of SEs in formulating new initiatives involving public
resources to support individual SEs. We appreciate that
this definition has been developed having regard to the
definition of “Community Interest Company”in the United
Kingdom and other discussions in Hong Kong on this
subject and endorsed by the Social Enterprise Advisory
(ommittee:

“a business targeted to achieve specific social objectives
through entrepreneurial strategies and self-sustaining
operations, and not less than 65% of its distributable
profits are reinvested in the business for the social
objectives that it pursues”

But for brainstorming innovative recommendations,
elsewhere in the research report (e.g. in selecting the
exemplary SE case studies as covered in Chapter 2) the
research team would adopt a more lax approach in
identifying SEs in order that other newly emerging SE
categories would also be incorporated into the mix of the
policy deliberation and analysis (e.g. the emerging
“sharing companies” as introduced in Chapter 2 many of
which are for-profit and privately-owned, while some
sharing initiatives are totally informal and voluntary in
nature).

In the course of conducting the SEs Study, the research
team had the opportunity to discuss with a good number
of SE practitioners and relevant stakeholders in the SE
space, and in the process debated on the necessity and
viability of introducing specific legislation or public
procurement rule or policy for supporting development of
SEs or providing a unified legal definition on SEs in the
local context. While there were views strongly supporting
a legal definition, the research team did not favour the
above Government-led approach having regard to the
objective of promoting organisation diversity and the
plurality of social values in SEs and the current
development stage of SEs in Hong Kong, as explained
below.

a. SE Legal Definition. The research team considers that a
strict official SE definition or a government-endorsed SE
certification system of SEs may interfere with the
innovative potential of existing and new SE ventures,




hindering the present momentum of the SE sector and
the market-led approach which is currently well-
received by the sector. We do not see the imminent need
of any form of requlation for SEs given the relatively
small scale and healthy growth of the SE sector thus far.
Furthermore, given the SE sector is still in an early
development stage in terms of sophistication and
diversity of its forms and nature, a better option is for
the Government to rely on self-requlation by the sector,
while at the same time maintaining a prevalent, non-
stringent definition for the time being.

b. Introducing the Language of Social Value in Public
Procurement. A similar policy debate also arose
concerning whether the Government should promote
specific legislation with the effect of introducing the
language of social value in the public-sector
procurement procedures (similar to the Public Services
(Social Value) Act as implemented in the UK since 2013).
Such a policy would be a strong measure to boost the
demand for SE services, while at the same time it also
helps transform the existing culture of public
procurement to make new emphasis on the social and
environment impacts in outsourcing activities of the
public sector. Yet, after considering the state of
development of the local SE sector and the inherent
difficulty in defining and measuring social value creation,
the research team is of the view that at this moment
both the Government and the local SE sector may not be
ready to embrace such a policy change, and adopting
legislative means to alter public-sector procurement
policy could be counterproductive. Instead, the research
team favours a non-coercive approach and encourages
the Government to continue to promote the ethical
consumption movement across all sectors in the
community, with public procurement constituting an
important element of the annual ethical consumption
campaign.

¢. Implementation Challenges. In both of these debates,
the research team does not favour using a legislative
approach to mandate a legal definition of social
enterprise or to introduce the language of social value in
public procurement processes. While the research team
believes that the Government should assume a leading
role to help develop and shape the eco-system of the SE
space, its efforts should primarily focus on creating a
pluralistic market environment through the use of non-
legislative means. Given the local SE sector is still at
early development stage, many SE services are still not
well-developed and even good intentioned policies like
reforms in the public procurement processes could face
insurmountable implementation challenges. Thus, the
research team follows a consistent approach in this
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report in avoiding proposing new legislation to shape
the SE-operating environment.

d. SE Definition and Sector-wide Brand Building. Relevant
discussions on SE definition from the perspective of
sector-wide brand building are provided at paragraphs
5.9and 5.10 in Chapter 5.

SE Sector Overview: Findings of the SE
Questionnaire Survey

As a core component of the empirical research, the Social
Enterprise Survey was conducted during the period from
July 22 to September 21, 2013 using a self-administered
questionnaire distributed to local SEs in Hong Kong. A total
of 419 SEs (including standalone entities as well as projects
affiliated to existing organisations) were identified and
invited to participate in the survey. By end of the survey
period, 187 completed questionnaires were collected,
among which 174 were valid responses. The valid response
rate is 41.5%.

In adopting the definition of SEs explained in paragraph
1.8 above, the SE Survey included mainly two types of SEs,
viz.: (i) SEs or SE projects established by non-governmental
organisations (NGOs), and (ii) other “standalone” social
businesses with or without a sponsoring organisation
(such as independent startups or startups launched by
social investment organisations). Other initiatives such as
corporate social responsibility (CSR) projects of business
corporations and “public enterprises” that generate both
social and financial returns would not be included.

The seven-page survey questionnaire contains a wide
variety of questions, so as to have a comprehensive
coverage of the wide range of topics addressed by the
research. The survey findings are then divided into three
main parts according to the particular research topics they
address, and are separately presented in the research
report in two subsequent chapters and in Appendix II.

a. SEs’ Entrepreneurial Orientation: A series of survey

questions were designed to investigate the
entrepreneurial orientation of the local SEs (covering
three  components  including  proactiveness,

innovativeness and risk-taking). The findings and the
implications are presented and analysed in Chapter 3.

b. SEs" Training and Capacity Building Needs: Survey
questions attempting to unveil the existing practices of
the SE sector in conducting training and capacity
building activities were also incorporated in the
questionnaire, along with other related questions to
examine both the urgent management matters as well
as the use of best practices in the field. Relevant findings
are given in Chapter 4.




¢. Landscape Overview: Survey findings on the SE sector
including legal form and governance structure, social
mission and target beneficiaries, business nature and
mode of operation, scale and funding model, and other
general landscape data are presented and analysed at
Appendix II. Further analyses are also given on a few
notable features and trends including: (i) the growth of
different types of SEs; (ii) the SEs’ interactions with local
communities; and (iii) brief notes on SEs that are
scaling-up or struggling/declining. Report readers who
are interested in the SE sector landscape overview and
other key survey findings should jump directly to the
discussion given at Appendix II.

V. KeyArguments of the Report

1.13 As noted in the opening section, the empirical research
findings (including the SE Survey, SE case studies, public
opinion poll and focus group sessions) will be presented
and synthesised in the four middle chapters of the report,
and relevant policy recommendations will be given in the
concluding chapter. The key arguments of the report are as
follows:

a. Inits first decade of development, the local SE sector has
been dominated by the proliferation of WISEs which
were mostly established by social service NGOs with the
aid of government subsidies. In projecting the next
stage of SE development, the research identifies four
possible development trajectories suggesting the
coming emergence of four distinct categories of SEs in
Hong Kong, viz.: 1. the next generation of WISE; 2. SEs
addressing the bottom of pyramid (BOP) and shunned
markets; 3. SEs adhering to the collaborative
consumption/sharing economy movement; and 4. SEs
adhering to the broader social economy movement (see
paragraph 2.15 in Chapter 2).

b. These four types of SEs would contribute to social value
creation mainly through two mechanisms: the first three
types of SEs find their ways to create social values
through directly contributing towards public problem-
solving, while the last category (SEs engaging in
community economic development) would produce an
additional layer of social value by way of engendering
social capital creation and community building and
revitalization. In the former case, the SEs address
previously unmet social needs through introducing
innovations in the production, distribution or
consumption realm of a specific SE's value creation
process. In the latter case, the SEs bring together
different stakeholder groups and community segments
by way of redesigning and reconfiguring the production-
distribution-consumption ties of the SE's economic value

chain and henceforth allow for the rediscovery of social
relations behind economic activities.

. From the Government’s perspective, with the emergence

of the new breeds of SEs and their increasing
organisational diversity, it is of utmost importance that
the Government should promote the continuous
development of SE with its overall strategic vision and
policy priorities. While initially being deployed as a
policy tool to create employment and fight poverty,
from a more strategic level of policymaking, the policy
goal of SE promotion should not be viewed only as such.
Our examination of the value creation process of
exemplary SEs suggests that encouraging social
innovation for public problem-solving and facilitating
multi-stakeholder participation in SE development are
two themes that the Government should proactively
pursue in its effort to support the advancement of the SE
movement in Hong Kong.

d. Given the historical context under which SEs have been

developed in Hong Kong, it is understandable that at the
present juncture we have a relatively strong WISE sector
while the other categories of SEs are still
underdeveloped. Moving to the next stage of SE
development, it is apparent that working towards
building a more pluralistic SE sector could enhance the
innovativeness and entrepreneurial capacity of the
entire social entrepreneurship space. Thus, while the
Government should build on its success and continue to
promote WISE development, harnessing the creative
energies of the new categories of SEs would be equally
important.

. The research team thus adopts i) enhancing plurality and

i) facilitating multi-stakeholder participation as two
guiding principles to assess the current deficiencies of
the SE sector in capturing and implementing social
innovations. To enhance the innovation capacity of the
SE sector and to strengthen its implementation
capability, the research team offers a number of
recommendations (through public education, policy and
funding facilitation, the building of support
organisations and one-stop shops, etc.) to entice the
active participation of various community segments
(small and medium enterprises (SMEs), youths, young
and mid-age professionals, early retirees, etc.) in
becoming active members of the SE sector.

. And while we work the supply-side to strengthen the SE

sector’s capability in capturing and implementing social
innovations, we need to simultaneously cultivate the
demand-side and activate/expand the SE market to fuel
further scaling-up of the social economy. Relevant
recommendations thus include building new sales
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channels, sector-wide marketing support,
sponsoring “social media” and “social change media
campaigns. In view of the increasing plurality of the SE
sector, we also recommend using a sector-wide brand-
building exercise to debunk common misconceptions
and highlight commonalities among different categories
of SEs. Sub-branding strategies may also be deployed to
highlight distinctive features of different categories of
SEs.

g. Thus far this summary account of the research inquiry
has addressed four strategic areas including: 1. promote
the continuous development of SE; 2. enhance
innovation and entrepreneurship; 3. strengthen
implementation capability; and 4. sector-wide brand-
building and market promotion. The last area of inquiry
leads us to address yet another core policy concern of
the SEAC and the HAB — how to link up the
Government's effort in SE promotion with the HAB's
wider policy imperative to enhance local community
building and revitalization?

h. While adhering to the two quiding principles of
enhancing plurality and facilitating multi-stakeholder
participation, the research strongly argues that SE
promotion could make significant contribution to
community building and revitalization. By way of
purposive efforts to link up SE development with both
the conventional district-based community building
initiatives and  the emerging  Internet-based
communities engaging in the sharing economy, the SE
sector could function as a fertile breeding ground for
bottom-up innovations in tackling many social problems
on the one hand, while it also offers a platform for
facilitating cross-sector collaboration and making
citizens' active participation happen on the other hand.

. Realising this apparent and vast opportunity, the
research team recommends the Government to consider
implementing various policy initiatives including the
creation of a network of thematic social innovation hubs
and co-working spaces across the territory (designed
with specific themes in reference to local community
needs and characteristics), commissioning the creation
of web-based and territory-wide sharing economy maps,
facilitating the creation of new SEs with diverse
ownership forms (e.g. social firms, social co-operatives,
community-owned enterprises, etc.) that work at the
local community level in specific industries (e.g. child
care, elderly care, heritage, creative and cultural
industries for the youth, etc.) with the purposive aim to
transform the existing mode of service provision and
trigger creative destruction in particular industries.
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The empirical research findings are detailed in the research
report from Chapter 2 onwards, while the full list of
recommendations would be given at Section Il of
Chapter 6.

Intended Audience and Other Recent SE
Studies

While the SES Study is commissioned by the SEAC and the
HAB, the research team reckons the primary audience of
this research report is the SE practitioners and the wider
community of SE-supporting organisations in the social
entrepreneurship and the impact investing field. To realise
the recommendations proposed in this report, it is
imperative that the Government would need to engage
and work in close collaboration with the wider SE
community to build a better eco-system for SE
development. Hence, it is the objective of the research
team to make this report a piece of document for
facilitating collaboration between different stakeholders in
SE development.

It is also worthwhile to note that there are a number of
research studies conducted over the past few years
addressing a wide range of research topics related to the
SE field. All of the studies were undertaken by local
research institutes and SE-supporting organisations who
have deep knowledge about the development of the SE
field in Hong Kong. The research team has greatly
benefited from these research studies and recommends
that readers should also consult these other studies while
they make reference to the findings of the present report.

a. Benchmark Survey on Social Enterprises in Hong Kong
(Apr 2011). The Hong Kong General Chamber of Social
Enterprises commissioned Policy 21 to undertake a
survey to gather “benchmark information” on the
operational characteristics of SEs in Hong Kong.

b. Money for Good: Global Trends & Local Potentials in
Engaged Giving & Social Investing (Nov 2011).
Conducted by Social Ventures Hong Kong, Money for
Good drew lessons from the global development trends
of the impact investing field and reflected on the local
development potentials.

¢. Social Enterprise & Social Values: A Consumer Perspective
Survey Report (Feb 2012). The Hong Kong General
Chamber of Social Enterprises collaborated with Policy
21 to conduct on-site surveys on visitors, operators and
passengers participating in the SE Bazaar 2011.

d. Mind the Gap: Lessons and Findings from EngageHK
(Aug 2013). The research report is the final product of
the EngageHK Project, which was a stakeholder
engagement exercise — spearheaded by Asia Community




Ventures — that aimed to identify the existing gaps in funding schemes using simple SROI calculations.

the social ecosystem in Hong Kang. f. Social Enterprises in Hong Kong (Oct 2013). Conducted

e. SROI Studies on Government Funding Schemes (Aug & by the Bauhinia Foundation Research Centre, the
Oct 2013). Relying on macro project data, the Fullness research surveyed the business operations of SEs and the
Social Enterprises Society produced two research challenges  facing  them, and  proposed
bulletins that examined the effectiveness of the recommendations to foster the sector’s sustainable
Government’s grant funding investments on two SE development.

The research team recommends readers of this report to also consult these other research papers so as to gather a more
comprehensive picture of the Hong Kong social entrepreneurship space.
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2.1

2.2

The Value Creation Process of SEs:
An Overview

This chapter examines the process of social value creation
among different SEs in Hong Kong. Through systematic
analysis of a group of exemplary SEs, the chapter will
highlight how successful SEs could zero in on different
enterprise processes to create social values. The case
analysis will further examine the innovative approaches
being utilised and value appropriation in SEs, with a key
emphasis on social values of SEs to local community
building and revitalization.

In elucidating the value creation process of SEs, the
research team drew reference to the value chain/value
creation framework as given at Box 2.1 which dissects an
SE’s economic operation into the basic enterprise processes
of production, distribution, consumption and surplus
allocation.
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Box 2.1 The value chain framework for analysing value creation in SEs




2.3 Under this framework, the value creation processes

(encompassing both economic and social value creation)
as embedded in each SE would be analysed according to
the core enterprise processes of production-distribution-
consumption, as well as the enterprise’s established
practice on surplus allocation (the way an SE allocates its
operating surplus, if applicable). As the diagram depicts,
value creation could happen in any one of the four
aforementioned activity domains:

a. Production: By combining community resources and
other factors of production in some creative ways
(including underutilised human resources and other
“hidden” community assets), many SEs work to create
social values through the production process. Typical
examples include WISEs that hire the disadvantaged
people, green enterprises that recycle and reduce waste,
and community-based SEs that seek to leverage existing
community networks for generating economic benefits.

b. Consumption: Another common approach for social
entrepreneurs to address a social problem is through the
provision of products or services that directly serve the
needy. In choosing to address a social problem through
direct service delivery, these social entrepreneurs create
or activate markets that do not exist in the past, and
some even manage to transform existing markets.
Examples include SEs that aspire to provide useful and
affordable services to the BOP market.

¢. Distribution: While basically a middle function linking
production and consumption, distribution in fact plays a
crucial role in value creation in many SEs given the quest
to blend social needs with market opportunities has
always been one of the biggest challenges for social
entrepreneurs working to scale their impact. Examples
include the design of marketing and distribution
channels that could help the SEs to reach their target
consumers in the most effective manner (incl. middle
class ethical consumers, specific disadvantaged groups,
or ordinary consumers).

d. Surplus Allocation: More and more SEs in Hong Kong
now manage to reach financial sustainability and many
incur an operating surplus. For this selected group of SEs,
in addition to creating social values through the
enterprise processes of production, distribution and
consumption, they could further produce social value by
allocating their surplus revenue to support certain social
causes. Examples include SEs that apply their surplus
revenue in supporting charitable work run by their
sponsoring organisation, as well as CICs that spare a
specified portion of the operating surplus for re-
investment into the SEs and henceforth perpetuate their
social missions.

2.4 In attributing social value creation to the four enterprise

2.5

processes, it is a vastly simplified model and in reality the
process of value creation would be a lot more complicated.

a. Value Creation across Multiple Domains: While for the
purpose of undertaking the comparative case analysis,
the framework makes simple and categorical distinction
of the enterprise processes, many successful SEs would
simultaneously create values across multiple domains.
Moreover, an SE would typically produce multiple layers
of social values that go well beyond the enterprise’s
primary social objectives (i.e. the notion of “positive
externality”), and oftentimes it would be
futile/impossible to try to pin down every possible
aspects of value creation to particular enterprise
processes.

b. New Patterns of Community Engagement and Value
Creation: In envisioning new patterns of production
and/or service delivery, many SEs manage to bring
together different stakeholder groups across multiple
segments through redesigning the enterprise processes
of production, distribution and consumption. By
effecting the service reconfiguration, these SEs create an
additional layer of social value by building social capital
at the local community level. If this happens, value
creation would again transcend different activity
domains.

¢. Value Creation vs. Value Appropriation: To fully
comprehend the process of value creation in SEs, one
needs to look beyond the value creation processes and
to question and investigate how social values are being
apportioned to the target beneficiaries as well as to
other stakeholder groups. In other words, the discussion
of social value creation would not be complete until we
develop a broad picture as to who are the intended or
unintended beneficiaries of a certain SE’s activities, and
if there are “spill-over” of social good to the wider
community.

In view of the complexity of the topic, the case analysis in
this chapter will first follow the value chain/value creation
analytical framework as we examine exemplary SE cases
that exhibit value creation in various activity domains.
Local SE cases that illustrate value creation across multiple
domains would then be followed. The case analysis will
also pay attention to value appropriation and examine the
multiple layers of social values being created by some of
the SE cases. We will revisit and illustrate further the above
points while we discuss case selection and in the analysis
of the case findings.

10
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2.7

Social Value Creation in SEs:
Summary of the Case Findings

Altogether ten exemplary SE cases (the “main cases”) were
covered in the comparative case analysis. The summary
information of the ten cases is separately given at
Appendix Ill, and a list of the selected cases grouped under
different categories is given at Box 2.2.

Work Integration Social Enterprises:
(note: Fullness Salon is a company limited by shares,
while the other two are run by NGO)

1. MentalCare Connect (MCC)

2. Fullness Salon

3. Happy Veggies

Market Creation Social Enterprises:

4. Senior Citizens Home Safety Association (SCHSA)
5. Diamond Cab

6. Light Be (Social Realty) Limited

SEs Creating Social Values in Multiple Domains:
7. Dialogue in the Dark (DiD)

8. LPlus H Fashion Limited (L Plus H)

SEs Engaging in Community Economic
Development:

9. Ground Works of St. James’ Settlement

10. The NAACAlternative Human Resources Market
(NAACAlternative HR Market)

Box 2.2 List of exemplary SE cases included in the SE case study

The rationales of case selection largely follow the
theoretical framework given at paragraph 2.2 and related
criteria discussed in paragraphs 2.3 and 2.4:

a. The first category of WISEs corresponds to value creation
in the “production” realm. Being the dominant form of
SEs in Hong Kong, three WISEs including MCC, Fullness
Salon and Happy Veggies which exhibit different paths
of WISE development in Hong Kong were selected.

b. With regard to the category of “consumption” and
market creation, again three renowned local SEs
including SCHSA, Diamond (ab and Light Be were
included in the comparative case analysis, all of which
have in their own ways activated a shunned market that
serves the needy.

¢. The third category includes two cases — DiD and L Plus
H — both are pioneering SEs that have chosen to adopt
new ownership arrangements, established their social

ventures as a CIC, and managed to produce social values
across multiple domains.!

d. Finally, the fourth category includes another two
community-based SEs — Ground Works of St. James'
Settlement and the NAAC Alternative HR Market — and
both are engaged in the development of the grassroots
social economy that offers alternative economic
experience for their producers and customers.

2.8 A summary table showing the rationales of case selection
and their relations with social value creation in different
activity domains is given at Box 2.3 below.

Production | Distribution |Consumption |  P-D-C Allocation
Mental Care Connect ¥ 1
Happy Veggies ¥ Y
Fullness Salon ¥ Y
SCHSA 1 1 1
Diamond Cab 1 1 1
Light Be ¥ 1 1
Dialogue in the Dark Y 1 1
L Plus H 1 1 1
§)5 Ground Works ¥ Y Y ¥ Y
HAAC Alternative HR Market ¥ ¥ 1 ¥ Y

Box 2.3 Rationale on case selection

2.9 The ten SE cases cover a broad array of enterprise models
and exemplify value creation processes in different
industries and service fields. First and foremost, the
comparative case analysis further illustrates that social
value creation would happen in all four enterprise
processes as depicted in the value chain/value creation
analytical framework:

a. Production: MCG, Fullness Salon and Happy Veggies are
all using the SE model to realise the ideal of welfare-to-
work, henceforth producing social impact via the
production process. All three SEs have already gone past
the start-up stage of enterprise development, and all
put greater emphasis on social value creation beyond
job creation. Yet their approaches to scaling impact are
very much different. In the case of MCC, it is about
“scaling up” — it has turned itself into one of the top
three SEs in town hiring over one hundred ex-mentally
ill persons. For Fullness Salon, it is about “scaling deep”.
Its social impact is not merely about creating jobs and

1. As there is no applicable CIC legislation enacted in Hong Kong, the two SEs were
in fact registered under the Companies Ordinance but they drafted their
constitutions incorporating the distinct features of CICincluding asset lock and
profit distribution restriction. So more accurately both should be considered SEs
self-proclaimed as CICs.




making available the apprenticeship opportunities, but
to offer all-rounded support to the young ex-convicts,
forever changing the lives of the youngsters while
lowering social cost of recidivism. Happy Veggies
enhances its social impact through “scaling out” — by
way of spreading new industrial practices in the food &
beverage (F&B) industry. Through its pioneering effort
to employ the hearing impaired, Happy Veggies has
demonstrated to the F&B industry that deaf people
could in fact perform extremely well in the frontline
interacting with the customers. It has successfully
changed the mindset of operators who experience
difficulties in hiring. The mainstream F&B businesses
now replicate what Happy Veggies has done.

b. Consumption: In the consumption realm, the cases of
SCHSA, Diamond Cab and Light Be tell different stories
of their exciting ventures to meet previously unmet
needs. As one of the earliest SEs in town, SCHSAS main
social objective is to attend to the emergency needs of
elders living alone in the community, and over the years
it has further expanded its scope of services to address
day-to-day, as well as social and psychological needs of
the elders, including helping them to connect better
with their family members using information and
communications technology (ICT). In doing so, SCHSA is
actively working to expand its market to cover the
wealthier middle class segment while it continues to
serve the poor elders. Diamond Cab makes available
basic point-to-point public transport service for
wheelchair users. While the taxi fare is still relatively
expensive for many potential users, the SE is successful
in activating a shunned market for the middle class
market segment, thus broadening the range of barrier-
free transport services available to the public. Light Be
has the ambitious vision to change the status quo of the
affordable housing market in Hong Kong, providing a
viable alternative to the borderline or outright illegal
sub-divided flats. While the SE is still at its start-up
stage with only limited scale, it has successfully
demonstrated that such a housing product for the “BOP
consumers” not only is feasible, but is also capable of
producing tremendous social values to both the poor
families joining the co-housing project as well as the
landlords making available the “Light Houses” with
discount rents.

. Distribution: The cases of SCHSA, Diamond Cab and Light
Be can again be used to illustrate value creation in the
domain of “distribution”, which is particularly important
in serving the underprivileged, because for the BOP
market, access to service is just as important as the
provision of service. In the case of SCHSA, its personal
emergency link service (PE-Link) creates tremendous

social value by way of helping the needy elders getting
instant access to emergency service providers which
long existed before the PE-Link service. Thus, insofar as
the core PE-Link service is concerned, its service delivery
model (with tens of thousands of remote PE-Link
devices installed in the homes of the users all linking to
a centralised call centre) is all about access and
distribution. In the case of Diamond Cab, the only way
for the enterprise to become economically viable (and in
the process to serve the maximum number of needy
wheelchair users) is to institute a booking system that
maximises the utilization rate of the enterprise’s small
fleet of six vehicles. As a co-housing project matching
multiple families to the Light Home, Light Be’s core
operating model is also about distributing the scarce
housing resource to a selected group of needy families
whose circumstances are considered most suitable for
residing in the Light Houses. If the matching is done
right, the enterprise would create additional social value
through this very distribution process (e.g. the families
could become peer support groups). And with the
increasing number of Light Houses created, the co-
housing service network would itself become a service
distribution network that other sources of non-housing
support could be provided to the Light House residents
in a highly effective manner (e.g. tutoring service for
poor family children living in nearby Light Houses),
making it possible for the provision of highly targeted
help to the needy families at appropriate scale (thus
making the support service more economically viable).
In short, in all these cases, finding the most effective
way to connect to the target service users and the
institution of a lasting service distribution network have
allowed the SEs to continuously create social and
economic values through the delivery of direct services
addressing the needs of their respective client/customer
groups.

d. Surplus Allocation: The notion of value creation through

surplus allocation is relatively straightforward. In our
selected SE case studies, many are subsidiaries or
projects under the auspices of charitable organisations
(e.g. MCC, Happy Veggies, etc) or itself being a
registered charity (e.g. SCHSA). For SEs affiliating with
charitable organisations, all surplus revenue will be
locked up for re-investing into the social missions of the
SEs or the charitable causes of the sponsoring
organisations. Other SEs like the French restaurant La
Parole in fact creates its social value mainly through the
surplus allocation process, applying its surplus revenue
to support the Benji's Centre which offers specialised
one-to-one professional speech therapy to children and
teenagers from low-income families. As a more recent
creation in SE ownership arrangement, the CIC as an
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organisational form (DiD and L Plus H) is a social
innovation for achieving the dual goals of attracting
private social investment capital on the one hand, and
making sure a substantial proportion of the net revenue
of the SEs will be locked up for the purpose of
perpetuating the social missions of the SEs on the other.
Given most SEs in Hong Kong are affiliated with
charitable organisations and in the past not too many
SEs were making a profit, the question of value creation
through surplus allocation has not attracted a lot of
attention among local policymakers and practitioners.
Yet the ownership arrangements of SEs in fact would
have significant implications not only on value creation
through surplus allocation but also on the entire value
appropriation process of the SEs, and thus are an
important topic in the debate on SE promotion
strategies in many other countries. Other new SE
ownership forms such as social firms (for establishing
WISEs),  multi-stakeholder ~ social  cooperatives,
community-owned trusts and enterprises, etc. have
become more popular in countries active in advancing
the social economy, and new movements such as the
proliferation of public service mutuals in the UK and
social cooperatives in Italy and Quebec also help push
the envelope with regard to the boundary of the SE
development in those countries.

2.10 As noted earlier, in addition to applying innovative
solutions in each of the enterprise processes to induce
changes and create value, many successful SEs would in
fact produce positive social impact across multiple activity
domains. The remaining four case studies including the
two community interest companies (DiD and L Plus H) and
the two grassroots alternative economic projects (Ground
Works and the NAAC Alternative HR Market) demonstrate
distinctive approaches to creating values across the
different enterprise processes.

a. Value Creation across Multiple Domains: For DiD and L
Plus H, they both advance employment integration
through offering decent work opportunities to the
visually impaired and the middle-aged ex-factory
workers respectively. On market creation and the
consumption realm, DiD is a unique and a market-
leading SE. Not only did it successfully adopt and
improve the service blueprints pioneered by the DiD
originator in Germany (the experiential tours and
executive training workshops), it has also created a wide
range of innovative, complementary products that were
totally original, with the new products all heeding
building empathy and promoting social cohesion.
Working explicitly to strengthen Love and Hope in our
battered society, L Plus H also puts key emphasis in
building social cohesion among different community

segments as it meticulously brings people with various
backgrounds together (its factory workers, customers,
corporate supporters, students, etc.) to promote positive
aspects of the SE's commercial and philanthropic
endeavours. Putting emphasis on its manufacturing root,
the SE also attempts to resuscitate high-quality
manufacturing and even local craftsmanship in Hong
Kong, setting a goal to revive the “Made in Hong Kong"
label. As CICs, the two SEs also divert their operating
surplus as well as internal resources to support social
investment and/or philanthropic activities, they are
hence involved in social value creation through surplus
allocation as well.

b. Value Creation via Community Economic Development:

Unlike the two CICs, Ground Works and the NAAC
Alternative HR Market both operate at the local
community level (in Wanchai and Shatin respectively).
Their primary social objective is to promote community
development while the SEs also work to improve the
economic well-being of the deprived members in the
local neighbourhood. Challenges abound. For example,
in the production realm, there are untapped labour
resources but the economically deprived have difficulties
joining the mainstream labour market because of the
need to take care of children or other family members.
In consumption and service delivery, the deprived
families have big service needs but not the monetary
resources to consume. Under such service context, the
SEs have to develop alternative economic practices that
bring in other economic incentives and actors, as well as
to reconfigure the production-distribution-consumption
ties of the production and exchange system in order to
induce economic activities that are more inclusive and
accommodative to the situations of the deprived
families.

Ground Works is a case in point. By running a licensed
food processing unit in Wanchai, it links up local organic
farmers in the New Territories who supply fresh
ingredients to the SE to make healthy and good quality
processed food while hiring workers in the Wanchai area,
and the finished food products are then sold in various
outlets using the SE's own label or through other
commercial labels (like the SE's partnerships with Fair
Taste or with the brand HealthWorks). In order to
facilitate the non-monetary exchange of labour and
other resource inputs, the SE has also instituted a system
of alternative currency called “time dollars” (a kind of
the Local Economic and Trade System or Local Exchange
Trading System (LETS)). With the time dollars they
earned in exchange for their labour hours, the poor
families could also consume a variety of healthy food
products (e.g. organic vegetables) that otherwise would
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be way too expensive for them. In all, through the
networking and partnership arrangements, different
community segments including both the rich and the
poor are all getting involved in the alternative economic
system crafted by Ground Works. Social capital has been
nurtured in the process and social benefits diffused
across the entire community of actors.?

The NAAC Alternative HR Market is also determined to
assist the economically deprived (namely single-parent
families many of whom are (SSA recipients) to re-
connect to the labor market. The SE aspires to create
family-friendly work opportunities with flexible working
hours that could better accommodate the situations of
single parents who need to take care of their families
and cannot take up the long-shift jobs that are more
abundant in the labor market. In collaboration with
some 50 partner organisations, the SE platform offers 20
kinds of services including patient escort service, house
cleaning service, haircut service at elderly homes, etc.
While obviously addressing the needs and producing
immense social values to both the service users
(inexpensive personal social care support) and the part-
time workers (decent work with flexible working hours),
the crux of value creation in fact lies in (i) how the SE
platform could manage to provide a job order
management system that matches service demands
with idle human resources available in the community;
and (i) how the workers themselves could self-organise
to enhance the overall flexibility of the workforce.
Viewed in this way, it becomes obvious that the locus of
value creation in fact resides in the distribution process
that must be efficient and allows for the alternative
economic activities to come about and sustain. The SE
has since realised assisting their members to form small
units of self-organised “cooperatives” (not the formally
registered cooperative societies under law but some
small work groups) is the best way to help unleash the
“labour potential” of the single parents. Having gained
successful experience in helping the single parents to
form the quasi-cooperatives, the SE now has the
ambitious plan to support the establishment of dozens
of similar “quasi-coops” so as to help unleash the hidden
human resources for participating in value-creating
productive activities. The case of the NAAC Alternative
HR Market again demonstrates that achieving value
creation through community economic development
has to overcome various coordination and incentive

2. Apart from the use of time dollars, other features of local community economy
that contribute to potential economic success include the flexible working hours as
offered by the local workforce, “free” volunteer support of local talents and
residents, the existence of local marketplace which serves as a public sphere, and
the participatory style of management, etc.

problems, micro “market failure” if you may, at the
grassroots level. The numerous social innovations and
alternative economic practices brought in by these SEs
transcend the four activity domains and help change the
incentives of market participation, and in the process
engage new stakeholder groups and build community
relationships and networks.

2.11 Through the above review of the exemplary SE case studies,
the general lessons on value creation and value
appropriation include: 1) the various ways social value
creation are realised in SEs, 2) how social values so created
are appropriated under different SE models, and 3) how
social values created by SE are connected to local
community development.

a. Social Value Creation: As the case studies show, social
value creation can happen in any of the enterprise
processes, while some SEs would manage to create
social values across multiple domains. Apart from
working in the production and/or the consumption
realms, distribution is often a critical component for
social value creation, particularly when an SE is
addressing the BOP market where easy access to service
is of utmost significance for the purpose of controlling
cost and achieving scale-up. Social value creation also
has multiple levels or layers — some are more direct and
specifically linked to particular stakeholder groups (e.g.
employees, BOP service users, etc.), while other social
benefits created are more remote (but of no less
significance) and may diffuse across the entire
community (the case of social capital creation). While no
SE should make unreasonable claim over value creation
and impact, appropriately hunting down the spillover
effects of one’s activities is essential to understanding an
SE's value creation (and appropriation) processes.

b. Value Appropriation: This leads to the question of value
appropriation (i.e. in what ways the social values created
are appropriated to different stakeholders), which as
discussed earlier should not be confused with value
creation. Broadly speaking, one should pay attention to
three different dimensions of value appropriation. First,
there are values directly appropriated to certain needy
groups, e.g. economic and social benefits attained by
disabled employees that are above and beyond a fair
wage. Secondly, if an SE can internalise the values being
created by the enterprise and derive an operating
surplus, then it turns into the case of surplus allocation
(see discussion re paragraph 2.9d above) and the
ownership form of the SE will determine how the

surplus revenue would ultimately be appropriated (e.g.
Section 88 Charity vs. CIC vs. cooperative etc.). Finally,
there are SEs that attempt to redesign and reconfigure
the production-distribution-consumption ties of the

4



local economic relationships with the consequence that
social values would be diffused across the entire
community, benefiting all stakeholders including the
more well-offs (e.g. the ethical consumers, the
knowledge volunteers, etc.) and the disadvantaged
groups (e.g. the single parents running a producer
cooperative). One should make clear distinctions
between these various aspects of value appropriation,
and the information would be highly useful for
considering support measures to be introduced to
augment different areas of social value creation.

¢. Social Values of SEs to Local Community: With regard to
the connections between social value creation of SEs
and local community development, drawing on the
above analysis of SE's value appropriation process, now
it should be clear that there are two distinct paths that a
particular SE could travel to create values for local
community development. First, it is about directly
serving certain disadvantaged groups in the local
community. An SE could introduce a social innovation
say in the production or consumption realm of the SE's
enterprise processes, and deliver direct benefits to the
targeted disadvantaged groups, which could be
employment creation (production) or finding ways to
meet previously unmet needs (consumption). Under this
scenario, the social values would be captured and
internalised by certain stakeholder groups. Secondly,
through crafting and putting in place an alternative
economic system, an SE could create values that would
diffuse across the entire community, and no single group
could internalise the values so created which are
embedded in the entire economic system. While social
innovation would still be crucial under this second
scenario, an even more important feature would be
active participation by multiple stakeholder groups in
the creation and maintenance of the social and
economic ties.

2.12 Apart from analysing and theorising the various pathways
for achieving social value creation, the case studies and
comparative case analyses also shed light on the
innovative approaches and potential best practices of the
exemplary SEs in their quest to create and sustain their
impact. In our effort to put together a roster of best
practices, the research team finds the list of best practices
as summarised in a UK research report on “Compendium
for the Civic Economy”*a good reference framework for
highlighting those approaches that are also practiced by
the local SEs in Hong Kong, as well as those areas that are

3. Ahrensbach, T, Beunderman, J., fung, A., Johar, 1. and Steiner, J. (eds.) (2011)
Compendium for the Civic Economy: What the Big Society should Learn from 25
Trailblazers. (London: 00/ in association with NESTA & Design Council CABE).

less utilised. Four common practices are readily identified
in the local SE cases:

a. Recognise the protagonists: Civic entrepreneurs. In all

the SE cases examined, the civic or social entrepreneurs
all play a significant role in ensuring that social value
creation remains a core focus of the organisations. These
social entrepreneurs have a wide range of
backgrounds — seasoned social workers from social
service organisations, mid-age professionals coming
from the business sector, and early retirees ready to
launch a second career for social good. A key lesson is
that the SE sector needs to continue to find ways to
entice the would-be social entrepreneurs to join the
field and eliminate the entry barriers (see further
discussion in Chapter 6 on how to entice new market
entrants to the sector).

b. Re-use existing assets: Recognising latent opportunities.

Whether it is to achieve value creation in the production
or consumption realm, most of the local SE cases
examined show the creative use of “hidden” community
assets, including all the SEs employing the
disadvantaged or the cases of SCHSA and Light Be that
connect service needs to available community resources.
Finding values from idle or scraped resources is an
important element of entrepreneurship, and SEs have
demonstrated  their comparative advantage in
identifying and applying otherwise idle community
resources for value creation.

. An open-ended approach: Framework for emergence.

While focusing on value creation and achieving financial
sustainability, the local SE cases exhibit a great deal of
flexibility in changing course and possess the ability to
“self-correct” while going through repeated trials-and-
errors. A service blueprint may be important (as in the
case of DiD) but the SE operators in their social
entrepreneurship journeys all adopted an open-ended
approach and used techniques such as rapid prototyping
to test new ideas. Coincidentally, having studied a good
number of local SEs in Hong Kong, the Fullness Social
Enterprises Society is also promoting the paradigm of
effectuation from entrepreneurship research to capture a
framework of new venture emergence. Similarly, the
“lean startup” approach has been introduced to the local
SE sector recently which also shares comparable insights.
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“Effectuation begins with a given set of
causes, consisting of (mostly) unalterable
characteristics and circumstances of the
decision maker, and the focus is on choosing
among alternative (desirable) effects that can
be produced with the given set of means,
thereby eliminating the assumption of
preexistent goals..., in effectuation a
dynamic decision environment involving
multiple interacting decision makers is
assumed... [Tlhe four principles of
effectuation, in contrast with causation,
involve

1. Affordable loss, rather than expected
returns;

2, Strategicalliances, rather than
competitive analyses;

3. Exploitation of contingencies, rather than
preexisting knowledge; and

4. Control of an unpredictable future, rather
than prediction of an uncertain one.”

(Sarasvathy, 2001, 259)

Box 2.4 Effectuation*

Minimize the
total time through

. the loop .

Box 2.5 The Lean Startup Process-Diagram? ¢

4. Sarasvathy, Saras D. (2001). “Causation and Effectuation: Toward a Theoretical
Shift from Economic Inevitability to Entrepreneurial Contingency”: The Academy of
Management Review, 26(2): 243-263

5. Reference: http.//theleanstartup.com/principles

6. The build-measure-learn feedback loop is a core component of Lean Startup
methodology. It emphasises “validated learning’; running rapid scientific
experimentation, as well as counter-intuitive practices that speed up product
development cycles, measure actual progress without resorting to vanity metrics,
and learn what customers really want (Ries, E. (2011). The lean startup: how
today’s entrepreneurs use continuous innovation to create radically successful
business. New York: Crown Business.).

d. Generate change through networks: The scaling
challenge. The importance of leveraging networks to
generate change has been well documented and among
the local SE cases the two SEs engaging in promoting
community economic development in the social
economy (Ground Works and the NAAC Alternative HR
Market) exemplify the use of partnerships and local
community networks to make their alternative business
models viable and in the process expand the reach of
their operations. The case of Diamond Cab is also
instructive as different stakeholder groups were
assembled to realise the cross-sector collaborative
venture. All other SEs examined had also leveraged
partnerships and networks to help kick-start their
operations and to achieve scale.

2.13 Four other best practices as listed below are again
highlighted in the “Compendium for the Civic Economy”
research report. While we still could find local SE cases
adopting similar practices, generally speaking the local SE
sector is lagging behind in these areas. Future policy
initiatives may set out to address them.

a. Finandial co-investment: Diversifying funding streams.

0f the ten exemplary SE cases, depending on the precise
ways to define co-investment, around four or six SEs
have adopted co-investing arrangements. While it
appears to be a good proportion, it cannot represent the
general SE scene in the Hong Kong. In fact, despite the
rise of impact investment in Hong Kong in recent years,
financial co-investment is still far from being a common
practice, and the various government funding schemes
still represent the dominant source of funding for many
SEs in town. The findings of our SE Survey also show that
73.6% of the respondents used a single start-up funding
source. In Chapter 3 we will further analyse the
influence of financing on the entrepreneurial orientation
of SEs.

b. Participation beyond consultation: Inviting citizen co-

production. In SE promotion and organisational
development, there are various opportunities to
engender citizen participation like co-governance, co-
investment, sharing of passions and skills, service co-
production, peer-to-peer services, etc. Again some of
the studied cases have done extensively to further cross-
sector partnership in their service delivery systems, like
the use of alternative currencies in Ground Works, the
formation of quasi-cooperatives in NAAC Alternative HR
Market, and the use of knowledge volunteers in SEs like
Fullness Salon, Diamond Cab and L Plus H. Yet the scope
of user and stakeholder participation could definitely be
expanded. As argued in this research, the research team
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considers encouraging multi-stakeholder participation
as a policy imperative for SE promotion, and relevant
policy recommendations would be discussed in Chapter
6 (also see discussion in paragraph 2.18b below).

¢. The experience of place: Setting physical and social
conditions. For SEs working in particular localities,
garnering the unique experience of specific locations
and place and finding ways to integrate them into the
SE operations to create wonder, delight and even
disruptions is a core practice utilised by many successful
SEs around the world. Among the ten exemplary cases
examined in the study, the case selection has not
included particular SEs that attempt to produce place-
based experience unique to the location. Working in the
Wanchai area, Ground Works may be an exception and a
place-based SE model would likely be employed with
the launch of the nearby Blue House heritage building
project in the near future, which is also managed by St.
James' Settlement. Given our research’s interest to link
social value creation of SEs with local community
development (as discussed earlier at paragraph 2.11c),
we'll further contemplate the strategy of SE promotion
at the district and local community level (see further
discussion in Chapter 6).

d. Recognise where value lies: The metrics of change. The
final best practice as identified by the UK research report
is about social impact measurement and the
development of outcome metrics, which is perhaps the
weakest spot among the SE cases that we have
examined. While also recognised by the local SEs as an
important pillar for SE development, none of the SEs has
devoted substantial resources to advance impact
measurement in their respective operations. As of now
the commonly adopted practice is to engage research
support from the academia to develop idiosyncratic
evaluation framework, and some SEs will selectively use
impact data for publicity and marketing purposes. Yet,
given the early stage of the sector’s development, the SE
sector as a whole still lacks the incentive to develop
more rigorous social impact assessment systems. But
the situation may change as the Government has bequn
putting more emphasis on impact evaluation.

lll. Interpretation of Findings

2.14 To further reflect on the significance of the case study

findings on social value creation in SEs and its relevance to
formulating long-term SE promotion strategy in Hong
Kong, it is best to consider the case study findings along
with the emerging development trends of the local SE
sector. From the SE Survey findings, we learned that there
has been a steady growth of WISEs over the past decade,

2.15

and more recently we also witnessed the emergence of
more “non-WISE” and “non-Section 88" SEs being
established by a variety of actors (see discussions re
paragraph 2.1 at Appendix II). Given the increasing
diversity of the SE sector, the nature of the social values
being created by SEs would also become more diverse.

To maximise social value creation on multiple fronts,
different approaches could be adopted to support different
kinds of SE operators to propel the development of their
respective SE categories. In this connection, the research
team identifies four possible development trajectories
suggesting the coming emergence of four distinct
categories of SEs in Hong Kong, viz.: 1. the next generation
of WISE; 2. SEs addressing BOP and shunned markets; 3.
SEs adhering to the collaborative consumption/sharing
economy movement; and 4. SEs adhering to the broader
social economy movement.

a. WISE 2.0: WISE typically creates social value in the
production realm. Local research on social impact of
WISE has proven the important contribution of WISE to
employment integration and demonstrates that, if
appropriately implemented, the superiority of the SE
model in implementing welfare-to-work.” Our case
analyses also showed that the three WISEs run by NGOs
are all working meticulously to enhance their impact
through the mechanisms of scaling up, scaling deep and
scaling out. For Hong Kong to continue to strengthen
and grow the SE sector, it is imperative that the
Government  should continue to support the
development of the next generation of WISE that would
put even more emphasis on producing greater and
deeper social impact for the disabled and the
disadvantaged.

Yet, the development of WISE is not without limitations.
According to our SE Survey, of those SEs indicating they
are struggling or declining, a significant proportion also
belongs to WISE. While this finding is not surprising
given a large proportion of the SEs included in the
survey are WISEs, and hence a higher proportion of WISE
declining or struggling is just normal. Yet, in reviewing
the list of WISEs that are struggling, their common
features include (i) these SEs are operating in some
highly competitive market environments; (ii) they lack
innovations in their operation; and (iii) they do not have
strong community network to ground their operation. In
projecting the next development stage, the new

7. See the two research bulletins prepared by the Fullness Social Enterprises

Society: “Social Return on Investment (SROI) of Enhancing Self-Reliance through

District Partnership (ESR) Projects” and “Social Return on Investment (SROI) of
Enhancing Employment of People with Disabilities through Small Enterprise (3E)
Projects’; available at: www.fses.hk
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generation of WISE has to deepen its value creation on
the one hand, while they also need to zero in on
adopting some of the good practices as examined in
paragraphs 2.12 and 2.13 above on the other hand.

b. SEs addressing BOP and shunned markets: The second
development trajectory relates to the increasing number
of new SEs that aspire to apply business solutions to
address previously unmet social needs and to serve the
needy at the bottom of the economic pyramid,
henceforth producing social values via the consumption
realm. From the early case of SCHSA to the more recent
Light Be, these innovative social ventures demonstrate
that by instituting the right business models and shrewd
business skills, not only could the SE operators address
the needs of the underprivileged, but they could also
develop a sustainable business that is scalable and
contributes to changing the dynamics of service
provision in their particular service fields. Applying
innovative solutions to the BOP market is an area of SE
development that has attracted a lot of attention of the
would-be social entrepreneurs in Hong Kong and around
the world, and the emergence of this new trend partly
explains the increasing number of “non-WISE” and “non-
Section 88" SEs being created in recent years (as
discussed in paragraph 2.1in Appendix ).

¢. SEs adhering to the sharing economy: Coincidentally,
the third development trajectory and possible growth
area for the local SE sector correspond to creating social
value through the realm of distribution — by making it
easy for people to gain access to useful services through
the sharing of otherwise idle or unused products or
productive assets with or without money exchanges.®
The sharing economy, which also covers the
collaborative consumption movement, is a worldwide
development trend in the SE field that is gaining stream
in recent years due to the advancement of the Internet
and mobile technologies. These advancements result in
significant reduction in the transaction cost of sharing
and thus greatly enhance the efficiency in arranging
service distribution and access. In our SE case studies,
transportation service like Diamond (ab could be
considered an “old school” sharing company, which has a
business model based on the efficient use of its six
wheelchair taxis by way of a central booking system. The
idea of collaborative consumption is rather new to Hong
Kong, and the public may not regard the newly emerged

8. According to the RSA website: “The sharing economy is a bunch of new ways to
connect things that aren’t being used with people who could use them. It often
does this through internet-based applications, and therefore does this radically
better than previous systems in achieving higher utilization of the economy’s

v

‘idling capacity!

sharing companies being part of the larger SE
movement. Moreover, often times the target customer
groups of the sharing companies are the middle-class
rather than the underprivileged. For instance, the peer-
to-peer car sharing service Carshare.hk and the
secondhand furniture recycling SE Green Dot Home
produce their social impacts through lessening resource
consumption and reducing waste, and their existing
business models won't allow them to really serve the
disadvantaged directly. Yet, as the business models of
these sharing companies continue to evolve, they have
the potential to extend their reach or diffuse their
innovation for the benefits of the disadvantaged and the
BOP market.

Sharing Economy and Sharing Hong Kong

Aglobal movement, the sharing economy has also
taken roots in Hong Kong.

The book “Sharing Hong Kong” was published in April
2014.* In the publication, a good number of local
sharing economy initiatives were recorded. Carshare.hk
and Green Dot Home are two examples.

Carshare.hk (http://carshare.hk/)

Peer-to-peer car sharing is frequently invoked as an
exemplary case of collaborative consumption, and the
car sharing movement has become very popular in
many major cities in North America and Europe.
(arShare.HK is the local version of the peer-to-peer car
sharing model and the start-up venture, established in
2013, envisages the tremendous value in resource
sharing and collaborative consumption. Using an
innovative technology platform to create a trusting
community of car owners and borrowers, the privately-
owned social venture facilitates car owners to convert
their underused personal vehicles into a profit-making
asset.

Green Dot Home (http//www.green-dot-
home.com.hk/)

Green Dot Home was established in 2012 and focuses
on collecting and recycling used furniture and
homeware. Some of the items collected by the social
enterprise will be donated to the public while others
will be sold in secondhand markets to generate
revenue, with part of the proceeds donated to non-
profit/charitable organisations. The social enterprise
was awarded Champion in the ‘International
Symposium: Discovery and Idea Incubation for
Realizable and Scalable Social Impact’ competition
organised by Project Flame of the City University of
Hong Kong.
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Box 2.6 “Sharing Companies” in Hong Kong

d. SEs adhering to the broader social economy movement:
Lastly, the fourth possible development trajectory and
future growth area relate to the broader social economy
movement, which is exemplified by the cases of Ground
Works and the NAAC Alternative HR Market. As examined
in the case discussions, these SEs are promoting
community economic development and their approach
is to reengineer the production-distribution-
consumption ties of the local economic system,
engaging different community segments in the process
while implementing alternative economic practices that
provide different economic experience to the
participants (like the use of alternative currencies in
Ground Works and the formation of quasi-cooperatives
in the NAAC Alternative HR Market). Unlike the sharing
economy, the “social economy” has a long history but
the two movements share a lot of commonalities. Since
the very act of sharing could engender community
building, increasingly the “virtual communities”
assembled via the sharing economy movement would
transform into place-based and community-based
actions, like various “pop-up flea markets” that serve as
exchange platforms for secondhand items. It is thus
conceivable that the two movements would
complement one another and could even converge in
particular service domains and locations to address the
needs of a wider spectrum of the community including
both the economic well-to-do and the marginalised.

2.16 Whether all or any of the projected development

trajectories would materialise is an unknown, and we
simply do not have enough trend data to substantiate the
conjectures on the possible growth areas say for the next
five to ten years. Given the scope of the study, the analysis
is also carefully craved to focus on the local situation
without going beyond the borders of Hong Kong. In any
case, from the findings of the SE Survey, we know that we
have a relatively strong WISE sector at this moment, and
more recently, particularly after year 2009, we witnessed
the emergence of new breeds of SEs including those trying
to create new markets for serving the poor and the
disadvantaged, as well as those working to transform
existing market practices for better utilization of available
community resources. In all, the SE case analyses largely
conform to our understanding of the SE development
trends in Hong Kong.

IV. Implications
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2.19

Given the projection on the possible development
trajectories, in what ways should the Government
formulate its immediate and longer-term strategies in
order to catch the tides and take benefit from the
impending changes? The research team considers that the
Government should zero in on two broad approaches for
promoting social value creation in SEs including: 1.
encouraging more social innovation in public problem-
solving, and 2. facilitating multi-stakeholder participation
in SE development.

Of the four categories of SEs as examined in paragraph
2.15, we could roughly make the following distinction: the
first three types of SEs find their ways to create social
values through directly contributing towards public
problem-solving, while the last category (SEs engaging in
community economic development) would produce an
additional layer of social value by way of engendering
social capital creation and community building and
revitalization.

a. Social innovation and public problem-solving: In the
former case, the SEs address previously unmet social
needs through introducing social innovations in the
production, distribution and/or consumption realm(s) of
a specific SE's value creation process. For these three
categories of SEs, the key for supporting them would be
to engender social innovations for inducing positive and
transformative changes.

b. Community building and social capital creation: In the
latter case, the SEs bring together different stakeholder
groups and community segments by way of redesigning
and reconfiguring the  production-distribution-
consumption ties of the SE's economic value chain and
henceforth allow for the rediscovery of social relations
behind economic activities. Facilitating  multi-
stakeholder participation is thus the key for supporting
social value creation for these SEs.

The implications of the research findings on SE's social
value creation are multifaceted. We summarise five areas
for further elaboration in Chapter 6 when relevant
recommendations are deliberated.

a. SE as a Policy Tool: The range of social issues that the SE
sector could address are limitless, and over the years the
strategic focus has been placed on employment creation
and fighting poverty. Yet from a strategic level of
policymaking, the policy goal of SE promotion should
not be viewed only as such. The Government should
promote continuous development of SE with its broader
strategic vision and policy priority. The HAB as the
bureau coordinating initiatives on SE promotion should




take the lead to facilitate and work out Government’s
strategic focus on SE promotion and work together with
stakeholders to achieve its vision.

b. Promoting Plurality: Our research analysis projected
likely emergence of four distinct categories of SEs in
Hong Kong. From the Government’s perspective, it may
decide that not all of the new SE categories would merit
government funding support, or that it may put more
emphasis on particular SE categories but not the others.
Yet, taking into consideration the dual policy objectives
of SE promotion to enhance social innovation and
encourage multi-stakeholder participation, the policy
premise to promote plurality of SE operators should be
observed.

. SE Formation and Governance: With the emergence of
the new breeds of SEs and their organisational diversity,
it is envisaged that sooner or later the SE sector would
need to take a fresh look into the legal foundation for
supporting SE formation and governance. While the
enactment of new legislation for SE formation may
deem unnecessary, alternative ways for allowing easy
formation of various SE categories that suit the needs
and the operation requirements of the particular SE
operators should be contemplated.

d. SE and Local Community Building: As a key theme of this

research inquiry, the research team puts key emphasis
on examining social value creation in SEs and its
possible contribution to local community development.
The research findings have indicated that SE should
function as a channel for participatory and community-
based problem-solving to address a wide range of policy
issues. The Government should consider combining SE
promotion with policy initiatives to engender local
community development and urban renewal.

. Promotion of Best Practices: A list of potential best

practices and innovative approaches for achieving social
value creation is given at paragraphs 2.12 and 2.13, and
the benchmarking to the exemplary local SE cases has
shown that there are practices that local SE operators
have proved to be useful, while areas of deficiencies are
also identified. It is envisaged that policy initiatives
could be crafted to facilitate the local SE operators to
test and then adopt the potential best practices such as
enrichment of user participation in service provision, the
promotion of financial co-investment, etc.
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Introduction: Measuring Entrepreneurial
Orientation of SEs

As the environment changes constantly, innovation and
entrepreneurship are critical elements for success and
sustainability of any types of organisations, including SEs.
Running an SE entails the achievement of the double
bottom line, that is, social missions and the business
sustainability. This made things even more difficult to SEs.

Past landscape studies of the SE sector in Hong Kong have
emphasised the social objectives of SEs. However, other
than producing sector-wide statistical data, the
operational side of SEs is rarely explored in these studies.
To fill this gap, the SE questionnaire survey investigated
the business sustainability side of SEs taking an angle of
entrepreneurship.

Entrepreneurship in competitive business often refers to
the capturing of new opportunities through innovations.

This research adopts the construct of “entrepreneurial
orientation” developed for commercial sector to study SEs
in Hong Kong. Being a well-developed construct in
business research, the measurement of entrepreneurial
orientation is composed of several dimensions.
Considering the relevancy, this survey used only the three
dimensions of innovativeness, proactiveness and risk-
taking.’

a. Innovativeness measures if the enterprise would
demonstrate their creativity, and not just replicate other
competitors.

b. Proactiveness measures if the enterprise would take the
opportunity, take the lead and respond to market or

9. Lumpkin, G.T. & Dess, G.G. (1996). “Clarifying the entrepreneurial orientation
construct and linking it to performance. ” Academy of Management Review, 21,
135-172.

Miller, Danny. (1983). “The Correlates of Entrepreneurship in Three Types of
Firms.” Management Science, 29(7), 770-791.
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competitors quickly.

¢. Risk-taking assesses if the enterprise is willing to take
risk aggressively while facing various uncertainties.

d. These three dimensions of entrepreneurial orientation
not only capture entrepreneurial activities, but also
demonstrate the process of entrepreneurship and reveal
the strategic plan of the enterprise.

3.4 Ten measurement items were taken from previous
studies™ to capture how SEs run their business empirically.
Respondents indicated their choice by a 4-point scale from
“strongly disagree” to “strongly agree”. Three sets of
entrepreneurship indicators are calculated by aggregating
the corresponding item scores. In addition, an indicator
that reflects the overall entrepreneurial orientation was
also computed by aggregating the three indicators. This
means that each SE has a set of four indicators on
innovativeness, proactiveness, risk-taking, as well as
overall entrepreneurship. The ten measurement items are
given below.

Innovativeness:

o Inthe past year, we made a big change to the product or
service portfolio

o Inthe past year, we provided many new products or
services

o Inthe past year, we marketed or delivered our products
or services in innovative ways

o We attach great importance to R&D and pursue
innovation in technology and services

Proactiveness:

o We actively develop new markets or customer segments

o We usually take the lead in introducing new products,
services, management skills or production techniques in
the industry

o (Qverall, we emphasise the introduction of new products
or ideas ahead of our competitors

Risk-taking:

o When facing uncertainty, we tend to take action to seize
the opportunity rather than being conservative

o Toachieve our operational goals, we tend to act boldly
and quickly

o We like to take on risky projects with high return

Table 3.1 The measurement items of entrepreneurship (Innovativeness,

10. Terjesen, Siri; Lepoutre, Jan; Justo, Rachida; and Bosma, Niels. (2009). Global

Entrepreneurship Monitor: 2009 Report on Social Entrepreneurship; website:
http://www.gemcorsortium.org/doc/download/2519. Zhang, Yuli and Chen,
Hansong. (2011). Entrepreneurship. (2nd ed.). Beijing: China Machine Press.

Proactiveness and Risk-taking) !

II. SE’s Capacity to Innovate: Survey Findings

3.5

3.6

3.7

on Entrepreneurial Orientation

The survey findings on the entrepreneurial orientation of
SEs are presented below according to three separate
themes including: 1. sponsoring organisation and
entrepreneurial orientation; 2. start-up capital and
entrepreneurial orientation; and 3. social objectives and
entrepreneurial orientation.

Sponsoring Organisation and Entrepreneurial Orientation

a. As mentioned in the landscape overview at Appendix Il
the governance of SE is rather complex in the SE sector.
The sponsoring organisation not only assists in founding
the SEs, but also plays a critical role in organising and
teaching their staff the ways to run their business
together.  Therefore, the relationship  between
entrepreneurship orientation and the nature of SEs'
sponsoring organisation is important. Such examination
reveals noteworthy findings.

b. The findings show that there is a relationship between
entrepreneurial level and the sponsoring organisation.
SEs were grouped into two categories, NGO-derived and
Non-NGO derived, and had their means compared (NGO-
derived SEs = 2.74 vs. Non-NGO derived SEs = 3.06). The
finding implies that Non-NGO derived SEs tend to be
more entrepreneurial than NGO derived SEs (p <.001).

¢. When the SEs were grouped by more specific nature of
sponsoring organisations (i.e. SEs with no sponsoring
organisation, sponsoring organisation not under Section
88 and sponsoring organisation under Section 88), the
finding is more obvious. Comparing the mean scores
across various nature of sponsoring organisation, SEs
with no sponsoring organisation got the highest mean
(Standalone SEs = 3.11 vs. SEs with sponsoring
organisation not under Section 83 = 3.03 vs. SEs with
sponsoring organisation under Section 88 = 2.74). It
shows that standalone SEs tend to be more
entrepreneurial (p <.001).

Start-up Capital and Entrepreneurial Orientation

a. Start-up capital is another aspect that may be

11. Reliability of the three subscales (Cronbach’s Alpha) are .761, .621, and .722
respectively, the reliability of aggregated scale is .868. Entrepreneurial orientation
is a proven measure, and using only partially the scales (due to space) limits its
reliability but s still considered as valid measures.

12. The themes highlight some major SEs’characteristics. These characteristics

(sponsoring organisation, start-up capital and social objectives) are grouped into
two or three subgroups for further statistical analysis (i.e. t-test or ANOVA), and
their means were compared.
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associated with entrepreneurial orientation. Start-up
capital varies in their form, sources, and mixture.
Investment (equity), loan and donation are three
common forms of initial funding to start a business.
Each of the forms implies different appetite of risk,
return, and involvement. Sources of funding as well
reveal the concerns of various stakeholders. For instance,
an SE sponsored by investors from the business sector
may be operated very differently from an SE supported
by government grant. They would run their business
according to the interest and values of the fund
provider(s). While SEs with single funding source only
need to meet the requirements of a particular funder,
SEs funded by several funders need to evaluate and
manage the interests of various fund providers.
Therefore, relationships among form of initial funding,
diversity of start-up fund, nature of start-up capital
(Government fund vs. Non-government fund) and
entrepreneurial orientation are analysed.

b. The analysis shows that there is a relationship between
start-up capital and entrepreneurial orientation. SEs
were grouped by two forms of initial funding source,
investment and non-investment, and their means were
compared (SEs involved initial funding from investment
= 295 vs. SEs not involved initial funding from
investment = 2.72). The finding stated that SEs involved
initial funding from investment tend to be more
entrepreneurial than those not involved initial funding
from investment (p = .001).

¢. For the diversity of start-up fund, SEs were grouped by
single source and multiple sources. Comparing their
means (SEs supported by single sources start-up capital
= 2.77 vs. SEs supported by multiple sources start-up
capital = 2.96), it shows that SEs formed by multiple
funding sources tend to be more entrepreneurial than
those formed by single funding source (p <.05).

d. SEs were further grouped by its start-up capital source
(i.e. government funded vs. non-government funded).
Non-government funded SEs have a higher mean than
government funded SEs (Government funded SEs = 2.74
vs. Non-government funded SEs = 2.92). It was found
that non-government funded SEs are likely to be more
entrepreneurial than the government funded SEs (p
<.05).

3.8 Social Objectives and Entrepreneurial Orientation

a. To help the disadvantaged to have a job opportunity has
always been a dominant social objective among many
SEs in Hong Kong. That is why the so-called WISE are
popular. In fact, one hundred and fifty-nine SEs reported
the percentage of disadvantaged employees in the SE
survey. Findings show that over 80% of the total

3.9

respondents hired the disadvantaged in their SEs
(81.8%).

b. In order to assess if the social objective of job creation
for the disadvantaged would relate to the level of
entrepreneurship,  percentage of  disadvantaged
employees in SEs were divided into four groups (i.e. zero:
0%, low: 1-20%, medium: 21-60% and high: above
60%) for further analysis.

¢. There is a relationship between the proportion of
disadvantaged employees and the level of
entrepreneurship. Comparing the means of various
groups (SEs without disadvantaged labour = 3.10 vs.
SEs with low percentage of disadvantaged labour =
2.83 vs. SEs with medium percentage of disadvantaged
labour = 2.73 vs. SEs with high percentage of
disadvantaged labour = 2.75), it was found that those
SEs with less disadvantaged employees tend to be more
entrepreneurial (p <.05).

d. To hire the disadvantaged through SEs directly is an
obvious and popular way to achieve work integration.
Yet it was discovered and reported in this study that
some SEs could attain such social goal through indirect
ways, particularly, outsourcing working procedures to
sheltered workshops. To get at this issue, we analysed
the survey data to explore how different types of SEs
responded to the question about the social objective of
work integration.

e.One hundred and thirty-five SEs indicated that
promoting work integration is their social goal. Finding
shows that there is a relationship between the social
goal of work integration and entrepreneurial level. SEs
were grouped into two categories, WISE and Non-WISE,
and their means were compared (WISE = 2.77 vs. Non-
WISE = 3.08). It reveals that Non-WISE tend to be more
entrepreneurial than WISE (p <.05).

To sum up, characteristis of SEs are related to
entrepreneurial orientation. SEs with no sponsoring
organisation, no Section 88 affiliation, not primarily
focusing on employment integration, receiving initial
funding in the form of investment, starting with diversified
funding sources, and starting not using government
subsidies all tend to be more entrepreneurial. Correlations
found using survey data may indicate causal relationship,
and founding characteristics and funding sources may
affect entrepreneurship. However, this interpretation is
only one of the possible explanations and is far from
conclusive. Experts and SE stakeholders help to paint a
more complete picture regarding the complex
relationships between the formation of SEs, their
characteristics, and their entrepreneurial behaviors.
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lll. Interpretation of Findings

3.10 In order to have a grounded interpretation of the survey

3.1

findings regarding the relationship between SE
characteristics and its level of entrepreneurship, SE
operators and other informants of the SE sector including
academics, volunteer social angels, media and business
sector collaborators were gathered to participate in focus
group discussions. While informants tended to agree with
the broad survey findings, they also offered criticisms and
alternative explanations regarding the results.

According to the focus group discussions, four possible
explanations accounting for the above observations on SE
entrepreneurial orientation can be summarised: 1. ecology
issues caused by a self-selection process; 2. bearing the
mission of helping the disadvantaged; 3. a talent
mismatch in running SEs; and 4. expectations of source of
funding schemes. Understanding these four possible
explanatory accounts gives a broader and richer view of
entrepreneurship and operations of SEs. The first two
explanatory accounts are relatively straightforward and
are examined in the following two sub-paragraphs, while
the latter two explanatory factors are explored in more
detail in paragraphs 3.12 and 3.13 respectively.

a. Ecology issues caused by a self-selection process: SEs
have various reasons to come into existence. Some of
them are primarily driven by innovation, i.e. using
innovative ways to solve social problems. Some of them
are mainly driven by the need of their clients, i.e.
creating jobs for the disadvantaged. SEs being
established for different reasons would lead them to
take on certain form of governance systems and
organisational structures. These organisational elements
would cause and result in different levels of
entrepreneurship. An informant used this reasoning to
suggest that different levels of entrepreneurship in SEs is
the result of a self-selection process.

b. Bearing the mission of helping the disadvantaged: An
informant vividly remarked, “running a commercial
business could afford to be unsustainable — since | can
always start another business again later — yet running
an SE has to be sustainable, since shutting down an SE
would upset the disadvantaged employees who are
difficult to find a job elsewhere.” This remark suggests a
possible challenge for WISE to become more
entrepreneurial oriented while pursuing a social cause.
Commercial enterprises exist for making profit, while SEs
sustain the business for solving social problems. SEs are
attached to social missions. Social workers running an SE
may find it burdensome to make a wrong decision
because they worry that an erroneous decision may

cause the SE to go down, stripping away the help many
people rely on. Particularly in the case of the WISEs,
their development has to cope with the ability of the
disadvantaged to find jobs. If a WISE goes bankrupt, the
disadvantaged employees can suffer more heavily than
normal employees, who have other employment
options. Due to the severe consequences, social workers
tend not to take risk and have more reasons to follow
the established paths of operation.

3.12 The focus group participants also offer a third explanatory

account which is about talent mismatch in running SEs:

a. Apart from government funds, many social workers have
contributed their efforts for the success of NGO-derived
SEs in Hong Kong. Most NGO-derived SEs were managed
by social workers and they can still be innovative, for
example, the cases of NAAC Alternative HR Market
supported by NAAC and Ground Works supported by St.
James’ Settlement (analysed in Chapter 2). They
successfully advocate dignity works, promote work-
family balance and strengthen the relationship in the
community through their innovative and flexible
practice. They achieve the social values that are difficult
to obtain from the mainstream commercial business
sector.

b. Yet, for better development and exploring the reasons
for observation in Part Il, SE stakeholders from NGO-
derived SEs and business sector have expressed that
development of SEs require diversity of skills. There are
cases where social workers lack business knowledge and
skills. An informant from a NGO-derived SE explained
the meaning of mismatch of division of labour
thoroughly as below:

“Social workers are trained to do social service, (but) not
to do business or to make profit. They have their own
code and gquide of ethics (as being a social worker).
People should make clear that the role of social worker
should be helping the business sector to realise their
social responsibility. Social workers are not running
social enterprises (running business), but doing
empowerment project or empowering the group of
disadvantaged. (Therefore) there is a need of
collaboration with business sector, but not requesting
social workers to re-learn what business is about.”

¢. This remark suggests that the collaboration between
social and business sectors is critical to the development
of SE sector. Both social sector and business sector
should be responsible for their field of expertise. That is,
social workers work as a gatekeeper on social objectives
whereas business professionals focus on the business
and financial management. It is important to create an
environment that encourages social and business
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sectors work together.

3.13 The fourth and final explanatory account is about the

expectations of source of funding schemes that shape SE
development:

a. Hong Kong Government has been supportive to the
development of SE sector. There are various funding and
seed money available, such as Community Investment
and Inclusion Fund (CIIF), “Enhancing Employment of
People with Disabilities through Small Enterprise”
Project (3E's Project) and The Enhancing Self-Reliance
Through  District  Partnership  Programme  (ESR
Programme), etc. According to the survey findings, it
was found that most SEs in Hong Kong relied on a single
start-up funding source (73.6%). About three-fourth of
the total respondents raised start-up fund by grant and
donation, and more than half of them reported that
they particularly depended on the support of
government fund (57.5%). Apparently, the Government
is still the main funding channel for the development of
SE sector.

b. While many SEs were founded in response to various
government funds, the requirements of the funding
schemes were revealed. The SE stakeholders pointed out
that the terms and criteria of government funding do
not always focus on entrepreneurial spirit. Funding
schemes are usually interested in the percentage of
employees hired from the disadvantaged group or
achieving pre-agreed milestones on schedule. Long
term development and entrepreneurial planning, such
as R& and new product development are more
common entrepreneurial activities in the business sector,
but these are often overlooked by the SE practitioners.
ESR Programme, as a scheme using public resources
supporting SEs for defined social objectives, naturally
pays attention to business sustainability among others.
Yet innovation and entrepreneurship often entail a
certain level of risk-taking for longer-term benefits.
Emphasising a fine balance between the above in the
scheme could encourage more innovative and larger-
scale projects.

¢. Most funding schemes require the applicants to be
Section 88 affiliated. Some non-NGO background SEs
with entrepreneurial proposals do not have government
funding assistance in their existing setting. Some of
these SE practitioners do not bother to adjust their
business ideas according to requirements of existing
funding schemes, because their ideas may not have
track record or require much efforts to demonstrate
financial or market viability.

d. The Government has to be prudent with the use of
public money. Especially during the earlier development

3.14

3.15

3.16

of SEs, the public had a simple view on SEs (chiefly that
of WISEs) and required the Government to account for
“loss” of funds. SE stakeholders understood and
accepted this practice. The government-funded SEs tend
to play safe in their operations and it would require
more incentives for them to become entrepreneurial in
their projects. Despite this commonly known picture, SE
stakeholders in the focus groups also emphasised that
innovativeness and entrepreneurial activities always
require flexibility and space for development, in
particular under various schemes of government fund.
More funding sources that support entrepreneurial
projects should be promoted.

Additionally, although many SE stakeholders believe
entrepreneurial orientation and innovativeness are
important for SE development, they also pointed out that
both less entrepreneurial and more entrepreneurial SEs
have values to the society. A case in point is shared by an
informant. It was mentioned that there is a WISE that
provides cleaning services. Such service is hardly
associated with innovativeness; yet, it has outstanding
performance, and this allows it to obtain large market
share. This case implies that SEs do not need to be
innovative and entrepreneurial in order to perform well, at
least financially.

Indeed the survey reveals an intriguing finding that WISEs
tend to be less entrepreneurial, but WISEs tend to report a
better financial performance than non-WISEs. The
financial performance of SE is the dependent variable in
the analysis, and it was rated by a 5-point scale (i.e. Great
loss = 1, Loss = 2, Break-even = 3, Profit = 4 and Large
profit = 5). The nature of SEs is the independent variable,
and it grouped SEs into two categories (WISE and Non-
WISE). The finding shows that there is a relationship
between the nature of SEs and financial performance (t =
2.215, p <.05), and had the mean compared (WISE = 2.98
vs Non-WISE = 2.52).

Overall, this study reveals that SEs are not necessarily
innovative or entrepreneurial in the sense of
“entrepreneurial orientation”. This construct coming from
business research emphasises competition, R&D, new
products and service. SEs pursue different goals, deal with
different stakeholders and are operated by different
professionals.  Innovativeness  and  level  of
entrepreneurship should be developed on the basis of
need and contextual relevance. While innovativeness or
entrepreneurial orientation is essential for SE development,
the SE sector should be inclusive and support all kinds of
SEs to grow. As revealed in the survey and focus groups,
SEs can be innovative and entrepreneurial not along the
three entrepreneurship  dimensions. Instead they
creatively serve social needs of the disadvantaged,
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navigate bureaucracies to find resources and deliver
solutions, and working with the stakeholders to build trust,
solicit collaboration, and develop new institutions.

IV. Implications

3.17

3.18

(Charles Leadbeater gave his advice to the SE sector,
“...you can't just deliver a solution like you're delivering a
package. . .you have to create solution with people. One of
the reasons why social enterprise matters is that it creates
solution with people, not just doing it for people or to
people...”" Entrepreneurial as SE ought to be, we must
view its nature grounded on the very purpose of SEs and
their stakeholders in Hong Kong. To bring improvements,
the findings of this study reveal shortcomings that span
across the SE sector that need to be addressed.

The survey findings and grounded interpretation from the
focus groups have strong implications. We highlight
promoting diversity, enhancing innovativeness, and
rethinking capacity building support as three critical areas
for further elaboration in Chapter 6 when relevant
recommendations are further examined.

a. Promoting Diversity: WISEs, non-WISEs, and other new
breeds of SEs contribute to the society in different ways.
Since the launch of the SE movement in Hong Kong, the
society and the Government inclined to support the
development of WISEs. On the basis of this success and
changing needs of SEs to address new social problems,
future efforts should place more emphasis to support
plurality and encourage additional diversity of the SE
operators. This can be done either through fine-tuning
existing programmes or creating new programmes, such
as new schemes to fund and develop the capacities of
SEs.

13. The quote is extracted from the keynote speech “Cross-country Dialogue” by
Charles Leadbeater, Visiting Senior Fellow, National Endowment for Science
Technology and the Arts, U.K., at the 2013 Social Enterprise Summit in Hong Kong.

b. Enhancing Innovativeness: Stakeholders of SEs outline a
complicated picture of what it takes for SEs to be
successful. They certainly need to adapt and to innovate.
As new needs emerged, present capacities of SEs, in
terms of human resources, new product development,
and so forth, are unlikely to be enough. Unfortunately,
SEs are usually small, limited in resources, and operating
quite separately.

¢. Rethinking Capacity Building Support: Apart from those
small numbers of SEs supported by enthusiastic
sponsoring organisations, most SEs lack the ability to
tackle their own weaknesses, particularly those
requiring longer term investment or taking more than
low level of risk. Meanwhile, there are volunteers who
are eager to aid SEs for continuous success. However,
matching the SEs to these passionate individuals is
expensive, and mismatch and ill-advice can cost dearly
to SEs. These problems are shortcomings of the present
SE ecology. Individual SEs would not and cannot solve
them. It is a system issue and solving it entails a system-
or society-wide coordination and requires public
resources to install supportive platforms, encourage SE
support organisations to sharpen their services, and lay
the foundation for attracting new talents and resources
to come up with new solutions.
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Introduction: Training and Capacity
Building Needs of the SE Sector

This chapter reviews the existing capacity building
activities and incubation support available in the SE space
in Hong Kong. The research also collected information
concerning the current best practices adopted by the SE
practitioners through the SE questionnaire survey. The
capacity building needs of SEs and the existing training
gaps are identified and analysed.

There was no lack of capacity building programmes and
support services in the SE sector even during the earliest
stage of SE development. These are training programmes
for managerial and other levels of staff by SE-support
organisations and universities.  Universities play an
important role in blending entrepreneurial and business
perspectives with the values of social enterprises. They
have been undertaking various capacity building

programmes e.g. the Hong Kong Social Enterprise
Challenge scheme operated by the Center for
Entrepreneurship of the Chinese University of Hong Kong
for training university students and young graduates to
participate in the work of SEs, pilot training provided by
the University of Hong Kong and Chinese University of
Hong Kong as per the advice of the Social Enterprise
Advisory Committee to meet the training gaps in the early
development stage. The 3E’s Project initiated by the Social
Welfare Department (SWD) in 2001 was a pioneering act
to promote the establishment of SEs, despite its exclusive
focus on WISE and people with disabilities. It was also an
innovative move for the SWD to establish a separate
marketing consultancy office, the “Support the
Employment of People with Disabilities Limited” (SEPD Ltd)
in 2002 to provide all-round capacity building support to
SEs established under 3E's Project. Training courses,
matching service, business support and trading services
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were offered by the SEPD to the SEs, which over the years
has successfully incubated a number of outstanding WISEs.

This “funder-incubator” model continued when the
previous Commission on Poverty (CoP) picked up the
agenda in 2005 and regarded SE as a viable means to
achieving poverty alleviation. ESR Programme was
established under the Home Affairs Department in 2006 in
response to the CoP’s call for fighting poverty through the
promotion of district-based SEs. Capacity building
activities including mentorship scheme and business
advisory services have been incorporated into the funding
scheme to enhance capacity and sustainability of the
funded projects.

Since 2007/08, a new landscape has emerged with the
entry of notable SE support organisations and new support
service providers which acted as incubators and capacity
builders in the field. The CoP took an initiative in 2007 to

4.5

ever since. The idea of social investment and the use of the
“venture capital” model were introduced by Social
Ventures Hong Kong in the same year. In 2008, the Social
Entrepreneurship Forum, the Social Enterprise Summit,
and the Hong Kong General Chamber of Social Enterprises
also came on stage.

There are plenty of choices for SE practitioners and other
individuals interested in the field to utilise the capacity
building services provided by these support service
providers as well as by the new supporting organisations
and university centres that were established subsequently
(e.g. Fullness Social Enterprises Society, Make a Difference
(MaD), Education for Good, HKU ExCEL3, etc.). Funders
have been working closely with the support service
providers to launch various kinds of capacity building
services.

support the Social Enterprise Resources Centre Il An Overview of Current Capacity Building
(prefiecessor of SEB() .of the Hopg Kong Council of .Soci‘al Activities in Hong Kong
Service to launch the first SE certificate course (a project in
collaboration with four local universities in Hong Kong). 4.6  The research team reviewed the existing capacity building
The Hong Kong Social Enterprise Challenge, the first inter- activities available in the market and compiled the
collegiate social business plan competition, kick-started in following two tables, viz. tables 4.1and 4.2.
2007 and has been supporting various new SE projects

Low engagement Medium engagement High engagement

Individual level e One-off training e Mentorship scheme e Personal coaching
o Best practice sharing platforms | e Structured certificate courses | o Incubation for social

o Study visits
o Informal networking

entrepreneurs

Organisational
level

o One-off advisory service for SE
o SE networking platform

o Single project consultancy
service

o (hange management

e Social investment /
ownership model

Sectoral level

o SE networking platform
o SEAwards / competitions

o (ollective business solutions
(e.g. business template,
discounts)

o SEAwards/ Competitions and
incubation

e Sector-wide consultancy
service

e Social investment
platform

e SE Incubators

Table 4.1 Supply-side review: Existing capacity building activities in the SE sector
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(Initiatives which target to build up
capacity of the social enterprise —
one-off advisory service, project based
consultancy service, incubation
service, change management services
etc)

o SEBC one- off advisory service

consultancy projects
e SEBCsin-depth
consultancy project
o SVHK’ projects
o HKSEICs projects

e (ood Lab’s
incubation support
to SEs

o British Council’s
investment project

Low engagement Medium engagement | High engagement
Individual level o HKSEF’s training workshops o EFGsintensive e SVHK's SONOVA

e EFG'training workshops training !nstitute and
(Initiatives which target to enhance e  SEBC'training workshops and programmes mv?StTent
personal capacity of social sharing platform e SEBC’ certificate projects
entrepreneurs / SE practitioners - B courses e EFG'social

HKGCSE's training worksho
training courses, sharing platform, * . ning w P e Various university entrepreneur
networking opportunities, e SESummit programmes incubator
mentorship schemes, social o Project Flame's training . programme
, ; o Mentorship schemes

entrepreneurs’ coaching and workshops
) . offered by the
incubation) e MaD’s training workshops government

e (Good Lab’s training workshops

o JCDISI's training workshop

o British Council’s workshop

o \Various university programmes

o Various courses offered by the

government

Organisational level o Fullness’s advisory service o Fullness’s in-depth o SVHK's projects

o HKSEICs
incubation project

e AVPN's investment
projects

e (thersocial
investment
platforms

Sectoral level

(Initiatives which target to enhance
the whole SE sector’s development -
ideas competition, co-working space,
awards, incubators, pro bono
network, joint business solutions,
sector’s quality assurance certificate
etc.)

o SE(Challenge
e SESummit

o SEBC’s joint business support to
SE sector

e Good Lab’s co-working space
o J(DISI's support
o Asia Social Inno. Award

o Various SE competitions and
awards

o Various partners which offer pro
bono services to the sector, e.g.
Law Society, McKinsey

o SEChallenge’s
support to winners

e SEBCsincubation
funds (DBS,
Peninsula Hotel)

o Fullness’s SE research
projects

e HKGCSE's SEE Mark

e (Good Lab's

incubation support
to SEs

e Government
various funding
schemes

e Social investors in
the market

Table 4.2 Supply-side review: Existing capacity building activities (with detailed examples)

29




4.7

4.8

The tables examine capacity building activities in two
dimensions: (i) level of intervention: individual social
entrepreneur, SE unit, or the whole SE sector; and (i)
intensity of engagement: level of commitment for both of
the SEs/social entrepreneurs and the service
providers/incubators.

In conceptualising the provision of training and capacity
building services, it is useful to think of three levels of
intervention attending to individuals, organisations, as
well as the sector-wide infrastructural level.

a. Individual Level: At the individual level, numerous skills-
based training, sharing platforms and mentorship
schemes can be identified. Support organisations offer
different kinds of skills enhancement workshops and
sharing sessions to SE practitioners, usually for the
middle management. These activities range from
practical workshops, business skills training, industry
sharing, study tours and one-to-one mentorship.
Usually these activities do not require a high level of
engagement by the SE practitioners. Yet there are
exceptions, e.g. a small number of support service
providers aim to incubate potential social entrepreneurs
through more intensive coaching support.

b. Organisational Level: Compared to training support at
the individual level, there are fewer support service
providers offering assistance at the organisational level.
For some of the support service providers, they would
offer consultancy and incubation support to their
affiliated SEs. Due to resource constraints, it is simply
impossible for the existing support service providers to
open their services to all SEs.

¢. Sectoral Level: Regarding capacity building for the
whole SE sector, we found quite a number of
competitions and awards organised by universities and
various SE platforms. Nevertheless, post-competition
incubation support is however not popular in the field.
There are also various new trials of sector-wide capacity
building activities, such as the ‘SE Mark’ scheme for SEs’
quality assurance; the pro bono services co-organised by
support service providers and professional associations;
incubation fund for sector’s development and the co-
working space.

d. In sum, regarding the supply-side of capacity building in
the SE sector, we observed the emergence of a great
number of SE platform organisations and support
service providers since 2008. These support service
providers offer a large variety of support and the
majority of them focus on skills-based training for
individual practitioners. At the organisational level, just
a few of them make available their services for any SEs
to apply, and more often the support service providers
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would only assist SEs that have some kind of affiliation
with the support organisations.

Research Findings on Existing and
Desired Capacity Building Activities

After reviewing the supply-side, this section further
analyses the demand-side and examines the existing ways
SEs acquire knowledge and ideas.

a. Table 4.3 shows the common ways for SEs to acquire
knowledge and skills. Our survey found that SE
practitioners enhance their capacity mainly by attending
skills-based training activities organised by the
Government, NGOs or universities. They also acquire
skills by joining sharing sessions hosted by professional
bodies and their peers. It is also notable that online
information is an important source for SEs to learn.

Rank | Existing ways to acquire | Frequency/
knowledge and ideas %

1 Attend seminars / forums / 124 (71.3%)
workshops / courses
organised by the
Government, NGOs or
universities

2 Sharing by professionals 120 (69%)
bodies or other organisations

3 Informal peer sharing 118 (67.8%)

4 Online information 110 (63.2%)

5 Professional advice given by | 81 (46.6%)
the board members or
committee members of
social enterprises

6 Information from books and | 73 (42%)
publications

7 Participate in local or 60 (34.5%)
overseas exchange
tours/host local or overseas
exchange tours

8 Form reqular experience 50 (28.7%)
sharing platform

9 We have no idea so far 6 (3.4%)

10 Others 2(1.1%)

Table 4.3 How do social enterprises enhance their capacity? (multiple options)
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b. At the same time, SE practitioners were also asked to
select the perceived best ways to build their capacity,
the figures tell a different story (see table 4.4). There are
discrepancies between the kinds of capacity building
supports being provided at present vs. what are desired
by the SE practitioners.

Rank | Most desired ways to acquire knowledge
and ideas

1| Sharing by professionals bodies or other
organisations

2 | Informal peer sharing

3 | Attend seminars / forums / workshops /
courses organised by the Government, NGOs or
universities

4 | Form regular experience sharing platform

5 | Professional advice given by the board
members or committee members of social
enterprises

6 | Online information

7 | We have noidea so far

8 | Participate in local or overseas exchange
tours/host local or overseas exchange tours

9 | Information from books and publications

10 | Others

Table 4.4 The best way to build up capacity from SE’s point of view
(a max. of two choices)

¢. While sharing by professional bodies and training
courses are regarded as effective means to acquire
knowledge, the practitioners also long for more
opportunities for sharing with their peers (either formal
or informal). Despite online information searching is a
popular means for SE to acquire knowledge, not many
SE practitioners regarded it an effective tool for capacity
building.

d. The research team observed similar findings in the focus
group sessions and case interviews. While formal and
structured training courses/workshops can enhance
business skills and industry knowledge of SE
practitioners, the operators are also looking for network
building opportunities. Sharing platforms and informal
exchange at the sector and sub-sector levels can fulfill
both functions as practitioners can exchange latest
business information and acquire practical industry
knowledge.

e. Regarding the current mentorship schemes organised by
some government departments and SE-support service
providers, the feedback was nevertheless not positive.
Mismatch between mentors and mentees happened in
some cases — whereas mentees looked for problem-
solvers for front-line business problems, mentors in
executive positions were often not familiar with daily
operational issues; there were also cases that mentors
and mentees did not share the same missions and
values.

IV. Additional Research Findings on Urgent
Matters and Existing Best Practices

410 The SE Survey also had a question that asked the
respondents to list out the urgent matters being faced by
their SEs. Each SE was allowed to pick a maximum of three
items, the findings are given at table 4.5.

Rank | Urgent matters rated by SEs (max. 3
options)

—_

Train up frontline staff

Cut operation cost

Build up collaborative network with partners

Build up customer network in community

Establish/seek effective publicity platform

Tackle tenancy/venue problem

Train up management staff

Improve brand image

O | 0o | N[O | &~ P&~ W DN~

Improve service quality

_
o

Meet customers’ needs

1 | Seek loans/funding

12 | Seek guidance from mentors or advisors

13 | Build up sales network and increase income

14 | Research and development

14 | Recruitment of co-op members

14 | Others

Table 4.5 Top three urgent matters selected by SE (max 3 options)

a. Whereas most capacity building providers focus on
training and grooming management-level staff, SEs —
with a bit of surprise — concern much more about the
training of frontline staff which is ranked no.1 on the list
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of urgent matters among 16 options with 43.1%.

b. In contrast, only 17.2% of respondents had chosen “train
up management staff”. In the focus group sessions and
case interviews, some SEs shared similar concerns about
the recruitment and training of frontline staff including
those disabled or disadvantaged employees that the SE
is supposed to serve. This problem is a particular
problem to WISEs, since it requires special skills and hard
work from the SEs to identify the less known qualities of
the disadvantaged groups and convert those qualities
into assets of the SEs.

. To address this problem, some SEs would collaborate
with third-party support organisations (e.g. NGOs
serving certain disadvantaged groups) for assistance in
the recruitment and training of the frontline staff. For
those SEs that are affiliated with sponsoring
organisation (especially for those SEs supported by
NGOs), the social service units of the sponsoring
organisations may provide the support services to the
SEs.

d. The research team observed that a small number of
support service providers had been set up to meet this
market demand. For instance, an SE established a job
matching platform for elderly/early retirees, which has
received inquiries from both the commercial as well as
the SE sector.

. Of the other items included in the “urgent matters list’,
many are specific to the needs of individual operators,
like tenancy renewal and building up collaborative
network with partners. Yet there are areas it may merit
collective effort of the SE operators, like establishing
publicity platform and brand building etc. It would
require that the capacity-building service providers and
support organisations to devise effective ways to offer
help to the local operators, particularly for SEs that are
small in size and thus not viable to undertake certain
functions like large-scale marketing or brand building.
In order to support the vast majority of these small-
sized SEs, it would be necessary for the sector as a whole
to come up with ideas on sector-wide support
programmes like the development of joint marketing
platform and sector-wide communication plan etc.

411 In the SE questionnaire survey, the research team has
incorporated a question asking the respondents whether
their organisations have adopted certain “best practices”
to improve business performance and effectiveness. The
findings to the question are given at table 4.6.

a. A vast majority of the SEs have leveraged internal
resources and organisational ties to reduce operational
costs and expand sales networks (92.4%). For example,

many SEs share existing office space with sponsoring
organisations and also receive free administrative
support. Some NGOs also deploy existing staff to
supervise the SE projects without fully charging the cost.
Diversifying income sources (91%) and forming
partnerships  with third-party organisations and
corporations (83%) are also the commonly adopted best
practices.

h. Close to 70% of the respondents indicated they have set

targets to measure both financial return and social
impact. Itis already a very high percentage, but the level
of sophistication of the impact measurement tool has
not been revealed in the survey findings. Besides, 67.5%
of the SEs would conduct market research to understand
the needs of customers, and 59.8% engaged in R&D to
understand social needs before they launched their
products and services.

Rank | Best practices to improve management

effectiveness

1 | Leverage internal resources and network ties
to reduce operational costs and expand sales
network

2 | Diversify income sources to avoid over-
reliance on a single funding sources

3 | Form partnership with other organisations
or corporate to expand business network

4 | Simplify administrative structure or
procedure to enhance the operational
effectiveness (e.g. procurement process,
recruitment process)

5 | Invest resources on staff training

6 | Settargets to measure both financial return
and social impact

7 | Conduct market research to understand the
needs of customers

8 | Put resources on brand building of SE and
utilise existing promotion platforms

9 | Improve organisational structure

10

Conduct research and launch products /
services in response to social needs

n

Use professional business consultancy
service to improve business performance

12

Recruit professionals to manage social
enterprises
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V.

412

13 | Bulk purchase products or services with
other social enterprises / organisations to
reduce costs

14 | State profit allocation and asset lock
mechanism in M&A

Table 4.6 Best practices adopted by social enterprises (multiple options)

¢. Less than 40% of the respondents had used consultancy
services to improve their operation. One possible reason
would be the limited number of qualified business
consultants in the field. Besides, the small and medium
sized SEs would probably find it too expensive to hire
consultancy services, and most SEs would rather look for
pro-hono or free services provided by some support
organisations or support service providers, which were
limited in supply.

d. In our interviews and focus groups, the SE practitioners
also shared other limiting factors discouraging the use
of consultancy services. For some, it would be difficult to
win the support of top management (in some cases
approval by the board of the sponsoring organisation).
Some SEs have concerns about the sharing of
confidential information to external consultants. There
was also a general doubt about the effectiveness of
consultancy services.

Three Dominant Leadership Building
Approaches: The “3B’s Model”

Of the long list of management challenges identified by
the practitioners, the lack of qualified personnel at the
leadership level — shortages in management talents in
running SEs — is a major obstacle constraining even the
market leading SEs to reach bigger scale. According to our
case interviews, it was noted the SEs have been waging a
three-pronged approach to address the challenge of
management talent deficits: (i) hiring from outside; (ii)
developing from within; and (iii) seeking external capacity
building help. One informant referred this as the Buy-
Build-Borrow Model, or the 3B’s Model, to understand
leadership development in SEs.

a. Hiring from OQutside (Buy): There were successful
experiences in some of the top performing SEs in hiring
from the commercial sector (e.g. MentalCare Connect
and SCHSA). Many home-grown social entrepreneurs
who founded innovative social ventures were also
coming from the commercial sector (the case of Light Be)
or outside of the social service sector (the case of
Diamond Cab).

b. Developing from Within (Build): For those SEs that are
led by founders or board members with strong
entrepreneurial  orientation, grooming in-house
management talents is also a common model. Normally
some potential talents with industry specific skills were
first hired and then in-house development would be
provided to groom the talents to gradually take up the
management  positions.  Building  the  right
organisational culture is a key factor for success under
this strategy.

¢. Seeking External Help (Borrow): External capacity
building support would be sought under this strategy,
and the specific models could vary widely depending on
the nature of the capacity building providers and how
relations are established and maintained between the
capacity building providers and the SEs. For instance, if a
particular SE is owned by the capacity building provider
through the private equity (the case of L plus H) or
venture capital (the cases of the SVhk investees) models,
capacity building support would be more intense and a
relationship based on mutual accountability would be
developed. Barring any ownership ties, the relationships
built would likely be loose (e.g. some Social Angels
programmes) or purely contractual (paid consultancy
support) or voluntary (corporate volunteers via (SR
activities).

4.13 The 3B’s Model neatly summarises our observation of the
current capacity building practices of SEs. According to the
survey findings on existing SE best practices in Table 4.6, it
was recorded that 71.6% of the SEs invested resources on
staff training (the “Build” model), while smaller
percentages (38.1% and 34.3%) were reported for the use
of consultancy services (the “Borrow” model) and
recruiting professionals to run the SE services (the “Buy”
model) respectively. Further comments were collected in
the focus group sessions and the case interviews on factors
leading to success or failure for these three models.

4.14 The “Buy” Model: Increasingly Popular in the SE Space

a. Increasingly more SEs chose to recruit management
professionals to take up senior management positions. It
happened in both the privately-owned SEs, and in SEs
(including WISE) that have an independent governance
structure separate from the sponsoring organisation.
These senior managers have rich experience in business
management and specific trade knowledge, with some
of them occupying top executive positions in the
business field prior to joining the SE space.

b. For SEs adopting this model, a clear division of work
could be found between the “new recruits”and the other
executives deployed from the sponsoring social service
organisations. In many cases, the executives with social

33



service background would put more emphasis on
steering the social mission of the SEs, while giving a free
hand to the business managers on business operation.
The deployed executive staff would also serve as a
bridge between governing body of the sponsoring
organisation and the SE management team. Incentive
schemes were also adopted by some SEs to enhance
staff motivation, including bonus scheme and other pay
for performance measures.

. Unsuccessful cases were also noted in the research.
Some informants shared experience of cultural conflicts
between the new hires and the original social service
personnel in their SEs. The NGO practitioners put
emphasis on the uniqueness of SEs — small in size, need
to achieve delicate balance between double bottom line,
high manpower cost for WISE — all these require the
executives to make delicate and flexible decisions.
Executives who are rich in industry knowledge and yet
without shared social visions with the SEs could not be
the ideal candidates.

difficult for the SE leadership to manage effectively
across many business sectors.

¢. Another good practice adopted by the SEs is to groom
middle-level managers to gradually take up more
important management positions (e.g. shop managers
and unit heads). Career ladders leading to
management-level positions are designed to avoid
talent drain. In some cases, even the disadvantaged
employees would be given the opportunities to move up
the ladder and join the management team. Given the SE
sector's emphasis on staff empowerment, the Build
Model naturally would align with the value propositions
of many SEs.

4.16 The “Borrow” Model: The Need to Train-the-Trainers

a. Our review of the existing capacity building activities
(refer tables 4.1 and 4.2) has shown that a good number
of SE supporting organisations are offering different
kinds of advisory and consultancy services to SEs. They
range from one-off activities that ask for little
engagement, to longer-term consultancy projects that

4.15 The “Build” Model: Most Popular Approach But With Big

demand a high level of commitment from both the SEs
Hurdles

and the capacity building organisations.

a. The Build Model i the most popular capadity building b. Yet, there are two major deficiencies in the capacity

strategy adopted by the SEs. It is supposed to be less
costly compared to the Buy Model, and more reliable
and sustainable comparing to the Borrow Model. As
noted in the earlier discussion of the survey research
findings, at present a large number of capacity building
activities of SEs have been organised that target the
management-level employees. But for SEs adopting the
Build Model, a critical factor would be the SE's own
ability to groom and facilitate the growth of the
executive staff. Some hand-holding and ushering
services — e.g. initial hands-on support from the
founder or some SE board members — would be
necessary.

b. Some SEs and their sponsoring organisations would
even revamp their organisational structure to nurture
intrapreneurship. ~ Staff ~ members  exhibiting
entrepreneurial spirit and with good business sense
would be assigned to initiate new SE projects. In some
organisations, independent SE departments were
established to drive innovation and cultural change
internally. Yet one major disadvantage of the
intrapreneurship  approach is the burden for
implementing “cross-discipline entrepreneurship”. Given
the lack of knowledge in specific industry and trade, the
SE would be in comparative disadvantage if it has to
compete in the open market against SMEs in the same
industry. Worse still, some SEs will engage in activities in
many industries, which would make them extremely

building models in the “Borrow” genre that have
significantly hindered their effectiveness. First, most of
the capacity building providers (e.g. volunteered
professionals from the commercial sector) are not well
trained in acquiring the necessary consulting skills. Very
often the SE personnel has to spend quite a lot of time
entertaining the volunteer consultants and in return
could not gain much from the exchanges. Second,
insufficient resources (money and time) were devoted to
undertaking needs assessment, which is a prerequisite
for any training and consultancy undertakings.

¢. Apart from consultancy services, the use of mentorship
schemes is also quite common in the SE sector. For the
current mentorship schemes, as discussed earlier in
paragraph 4.9e, SE practitioners would demand
practical business guidance from the mentors, and yet
many mentors could only provide some high-sounding
strategic  advice.  Some  consider  middle-level
management executives from SMEs best understand the
real needs of SEs. For those successful cases of
consultancy service and mentorship scheme, the key
success factors include trust, passion and proper quality
control.

4.17 While a particular SE may undertake all three strategies, it
appears that different SE types (e.g. SEs with different
ownership arrangements, whether the SE is established by
a sponsoring NGO, etc.) would dictate the kinds of capacity
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building models being employed. Moreover, given not all
SEs would have the needed financial resources or internal
capability to employ the “Buy” and “Build” strategies, the
“Borrow” Model would likely continue to serve as a major
approach for many SEs to acquire new knowledge and
strengthen their management capability. There is thus an
urgent need to enhance the quality of the capacity
building support programmes currently being offered to
the SEs.

VI. Implications

4.18

419

4.20

In this chapter, the research team sets out to examine the
training and capacity building needs of the SE Sector, and
investigate how capacity building supports are being
provided at present. The research pays attention to
different levels through which capacity building support
could be provided (i.e. individual, organisational and
sectoral), as well as the different leadership building
models that are most commonly employed by the sector
(e.g. the 3B’s Model).

The research findings seem to suggest that training and
capacity building activities in the Hong Kong SE sector are
not in short supply. Yet while the total number of activities
may be spectacular, the sector needs to put more
emphasis on quality over quantity. The research team also
observed the lack of management talents at the leadership
level which is a major obstacle constraining even the
market leading SEs to achieve scale. While the survey
findings suggest there is a need to provide for more
opportunities for sharing among SE practitioners, the
interview findings highlight the need to arrange for tailor-
made capacity building support services for individual SEs.

The implications of our research findings on training and
capacity building needs of the SE sector are summarised
below. Recommendations will be further discussed in
Chapter 6.

a. Level of Support and Intervention: The research findings
suggest that there are discrepancies between the kinds
of capacity building supports being provided at present
against what are desired by the SE practitioners. The
provision of capacity building support at the individual
and organisational levels seems to be adequate (at least
in terms of quantity), but at the sector level, the
opportunities for in-depth sharing are lacking.
Practitioners treasure the opportunities for peer
learning through sharing platforms.

b. The Need to Acquire Trade-specific Knowledge: SEs need
to acquire practical and hands-on industry knowledge
and there are high demands from SE practitioners to
acquire trade-specific knowledge. In this connection,

many SE practitioners set their sight to participate in
knowledge sharing platforms that are industry-specific
rather than SE-focused. Moreover, the training and
exchange activities should target at all levels of staff and
not limited to top-level executives.

¢. Needs Assessment and Service Matching: Because of
insufficient emphasis on needs assessment, many SEs do
not understand their real capacity building needs. Few
SEs would ever undertake an assessment on whether
they are ready to receive consultancy help, and if so
what kinds of consultancy services would best suit their
organisational needs. Mechanisms should be instituted
to strengthen needs assessment and to allow for proper
matching of capacity building providers and those SEs in
need of help.

d. Rethinking Consultancy and Mentorship Programmes:
The effectiveness of consultancy services and SE
mentorship programmes varies widely. As the sector
heavily relies on business volunteers to support SE
development, the quality of the pool of business
volunteers and their “readiness” to provide advisory
and/or consultancy services to SEs would greatly affect
the value of the consultancy and/or the mentorship
programmes. |t was noted that at present many of the
volunteer consultants lacked the required consulting
skills, and in many cases the matching of mentors and
mentees were not done satisfactorily. The sector would
need to rethink how to organise its consultancy and
mentorship programmes.

e. Development of HR One-stop Shops: In view of the
management talent deficit present in the SE field, there
exists a market void for the matching of management
expertise available in the commercial sector
(increasingly more of them are interested to join the SE
sector) to potential SE employers and new SE startups.
Similarly, comparable HR services could also be
developed to assist some of the WISEs that are operating
independently without the support of sponsoring NGOs,
e.g. providing HR services to enhancing the
“employment readiness” of some disadvantaged groups
before they join the SE sector as formal employees.
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Chapter 5

Sector-wide Brand-building and

Market Promotion

Overview of the Chapter

l. Brand-building and Market Promotion of the SE Sector: An Overview

I. Awareness to Action: Summary Research Findings

lll.  Interpretation of Findings

IV.  Implications

5.1

5.2

Brand-building and Market Promotion of
the SE Sector: An Overview

To ascertain public receptiveness and public expectation of
SEs, the research team engaged the Telephone Survey
Research Laboratory of the Hong Kong Institute of Asia-
Pacific Studies at the Chinese University of Hong Kong to
conduct a public opinion poll. The telephone poll took
place between 9th and 18th September 2013 and
addressed issues relating to brand-building and market
promotion for SEs in Hong Kong.

The survey instrument of the poll contains fourteen
questions that aim to solicit the opinions of the
respondents over different aspects of SE operations in
Hong Kong, plus additional questions gathering the
demographic information of the respondents. With the use
of conventional random sampling method for telephone
poll, valid responses from 1005 citizens at the age of 18 or
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above were successfully gathered. The questions and
findings of the poll are detailed at Appendix IV.

Compared to similar inquiries that have been conducted in
the past, the present poll adopted a more comprehensive
framework to examine the respondents’ receptiveness to
SEs over five related areas including (i) awareness; (i)
appreciation; (i) acceptance; (iv) action; and (v) gotten
accustomed to supporting SE.

a. Awareness: SE is a new creation and it would take time
for the general public to know about and realise the
existence of the new organisational form. A key question
of the poll is thus to learn about the respondents’ level
of awareness of SEs and through what channels the
public got to know about the existence of SEs.

b. Appreciation: While awareness is the basic test for
evaluating the level of public recognition, the general
public may not truly understand the unique attributes
and characteristics of SE as a distinct organisational form.
Questions about the conceptual substance of SE were
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thus incorporated in the poll to assess the public’s level
of understanding about the SE concept.

C. Acceptance:  Going  beyond appreciation and
comprehension, the public would also need to garner
the belief that SE as a unique organisational form could
really realise the social good it is supposed to deliver. A
high level of public acceptance would thus mean that
the public is generally speaking not cynical about the SE
model, and instead truly believes in its viability and
practicability.

d. Action: The litmus test of public acceptance of SEs is
when people go beyond holding a positive perception to
taking actions to purchase SE products/services and
support the continued growth of the SE sector. The poll
would thus contain multiple questions to examine the
SE consumers’ purchasing behavior and in particular
investigate the facilitating factors for use of SE
products/services.

e. Accustomed to: For those members of the public who
truly believe in the SE model and have already taken
actions to purchase SE products/services, it is likely that
they could develop into long-term supporters of the SE
movement. But helping the one-time purchaser to be
converted into frequent and regular consumers of SE
products/services would also demand the removal of
other limiting factors such as the lack of convenient
sales channels for SE products. A further investigation of
the barriers and other limiting factors would thus be
necessary and relevant questions were incorporated in
the poll as well.

5.4  Encompassing all five areas (translate as %0, EH. 1&.
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T+ f& in Chinese), the “Five A’s Framework” is both an
analytical approach and a promotion strategy being
adopted in the fair trade and the ethical consumption
movements to induce transformation in consumer buying
behavior. A thorough analysis of all five areas could
provide us with a comprehensive coverage onto the ways
SE promotion could be further strengthened in Hong Kong.

Apart from the telephone poll findings, the research team
has also collected relevant research findings on SE’s social
value creation in the SE case interviews, and additional
insights on SE brand-building and market promotion were
also gathered in the focus group discussions. The summary
findings of the public opinion poll and the case interviews
are detailed in the next section. The deeper meaning of the
research findings and the implications are further analysed
in Section Il and Section IV below.

Il. Awareness to Action: Summary Research
Findings
56

Q14):

Awareness

a. The findings reveal that a high proportion of the Hong
Kong people recognised the emergence of SE (78.5% of
the respondents noted they have heard about “social
enterprise”; see Q1 at Appendix IV). The proportions are
even higher for youths (age 18-29) and adults (age 30-
59). The percentages, not separately shown in the
appendix, are 88.6%, 81.3% and 62.6% for youths,
adults and elders respectively. Apart from age,
education level is a significant pointer on the level of

public recognition of SEs.

b. Compared to the finding of a similar question asked in a
2009 poll conducted by the HKU Public Opinion
Programme, there has been an increase of close to 20
percentage point on the poll respondents’ recognition of
SE (up from 59% in 2009).™ This reflects the successful
collaborative effort of the Government and the SE sector
in promoting public awareness of the emergence of SEs
over the past four plus years. And for those who have
heard about the term “social enterprise’, the most likely
channel they got to learn about SEs is through the
broadcast media (73.3%). Print media (39.6%) and
Internet/mobile communication (19%) are respectively
the distant second and third channel for the public to

learn about the existence of SEs (Q4 at Appendix IV).
Appreciation

¢. As shown in table 5.1, in four separate questions
designed to investigate public understanding of SEs (for
those respondents who indicated they knew about the
term “social enterprise”), the highest percentage went
to “work-integration” (84.9%), then followed by “NGO-
run commercial undertakings” (74.2%). Around two-
thirds of the respondents (68.8%) recognised the unique
requirement for SEs to meet the “double bottom-lines’,
and just over 60% agreed that SEs made use of

innovative business models to provide social services.

14. Commissioned by Baptist 0i Kwan Social Services and DBS Bank, the HKU

Public Opinion Programme conducted the poll title “Opinion survey of Hong Kong
peaple’s recognition on social enterprises” (2009) ( &% b R #1#t B 18 £57

HIFE/E B 2 ZEE 2009). The HKU public opinion poll was conducted during

February 2nd-4th, 2009, .
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The poll findings on public receptiveness and expectation
of SEs are summarised as follows (refer to Appendix IV for
the detailed poll findings for the full list of questions Q1 to



Questions on public understanding of social
enterprises (no. of valid responses: 789)

1 | SEsare commercial undertakings run by non-
governmental organisations (NGOs)

2 | SEs make use of innovative business models to
provide social services

3 | SEsare enterprises that earn a profit while
pursuing social objectives

4 | SEsare to provide employment opportunities for
the underprivileged

Table 5.1 Public understanding of social enterprises

Acceptance

d. In assessing the publics belief in the ideal of SE to
simultaneously pursue social and economic goals (i.e.
capable to meet the double bottom-lines), two

questions were designated to ask the respondents: 1) if

they approve of the model of SE to pursue double
bottom-lines; and 2) if they reckon the model viable and
achievable.

e. The first question examines if the respondents approve
of the fundamental value proposition of the SE model
(i.e. a question on its desirability), while the follow-up
question further assesses if the respondents really agree
on the practicality of the SE model in terms of realising
the ideal of meeting the double bottom-lines (i.e. a
question on its achievability). For the first question,

76.5% of the respondents expressed their approval of

the SE model (strongly agreed: 14%; agreed: 62.5%).
For the second question, slightly less people (72.4%)
think the double bottom-line model is indeed
practicable (strongly agreed: 6.1%; agreed 66.3%).

Action

f. Despite a high level of SE awareness, only 17.9% of the
respondents indicated they have purchased SE
products/services either “frequently” or “often” over the
past six months (frequently: 2%; often: 15.9%). Most
noted they seldom (21.8%) or never (54.3%) purchased

any SE products/services (Q8a at Appendix IV). Asked if

they would purchase SE products/services in the coming
six months, 62.3% answered “likely” and 7.2% of the
respondents answered they would definitely do so.
Slightly less than one-fifth said they won't, while 11.4%
answered they didn’t know (Q8b at Appendix IV). As to
reasons for the respondents to consider purchasing SE
products/services, most noted the desire to contribute to

the society through one’s own consumption as an
important factor (58.2%). For all the other suggested
reasons given in the poll questionnaire, none of them
has a percentage higher than 50% (see table 5.2 below,
as well as Q9 at Appendix IV).

Reasons for respondents to consider
purchasing SE products or services

(no. of valid responses: 699; can choose multiple
options)

1 | Desire to contribute to the society through one’s
own consumption

2 | Approval of the SE model or the SE's social
objectives

3 | Pricing of SE products/services is not excessive

4 | Quality of SE products/services is not inferior

5 Confidence on the SE brand

6 | SEConveniently located

7 | More/multiple sales channels available

Table 5.2 Factors shaping the purchasing decisions

g. Interestingly, of the respondents who indicated they

would purchase SE products/services in the coming six
months, 60% indicated they would be willing to pay
extra to purchase SE products/services (419 out of 699
respondents). And as indicated in table 5.3, of the 419
respondents, 73.6% suggested they would be willing to
pay an extra 10% for comparable SE products/services,
while 12.5% indicated they would be willing to pay an
extra 20% (Q10 and Q11 at Appendix IV).

Extra amount you're willing to pay for SE
products/services
(no. of valid responses: 419)

1 More than 20%

2 | Maximum 20%
3 | Maximum 15%
4 | Maximum 10%
5 | Maximum 5%

6 Don't know / hard to tell

Table 5.3 Willingness to pay extra for SE products/services

38



h. For the other 306 respondents who indicated they
would not purchase SE products/services or they were
not sure if they would purchase SE products/services in
the coming six months. There were numerous reasons
that led them to come up with the “non-buying”
decision. One dominant reason is that they do not know
about the available sales channels (43.6%). Other
factors include uncertainty about SEs' social impact
(16.6%), not enough SE outlets (14.7%) and the lack of
confidence in the SE brands (13.2%) (for further details
see Q13 at Appendix IV).

Becoming Accustomed to Supporting SEs

i. To encourage a greater portion of the general public to
practice “swap for good” and to turn SE consumption
into a habit, the availability of multiple and
conveniently located sales channels would be a key
factor. As shown in table 5.4, of the 419 respondents
who indicated their willingness to pay extra for buying
SE products/services, over half of them considered the
local shopping malls (53.2%) and ordinary convenient
stores and supermarkets (61.5%) as convenient sales
channels for SE products/services. Specialised SE bazaars
(32.1%) and SE outlets (42.5%) established in various
districts were also welcome by the potential SE
customers. Yet only around one-quarter of the
respondents (25.2%) considered direct sales/Internet
portals as convenient sales channel for SE
products/services (Q12 at Appendix IV).

Sales channels that are convenient to you
(no. of valid responses: 419; can choose
multiple options)

1 | Local mall at your housing estate

Ordinary convenient stores and supermarkets

Direct sales or Internet portals

S w N

Specialised SE bazaars to be established in all
districts

thus asked the respondents if they would find interests
in utilising a range of new SE products and services if
there are SE operators providing those products/services
in the local communities. As detailed in table 5.5, good
percentages of the potential SE customers would be
interested in a wide range of products and services,
including organic food and locally produced farm
products (53.6%), eateries hiring elderly people (41.8%),
household cleaning and maintenance services (37.1%),
interest classes and guided tours promoting local culture
(34.7%), and secondhand or environmentally friendly
household products (32.7%) (Q14 at Appendix IV).

SE products/services that would interest
you if they're provided near your
community (no. of valid responses: 1,001; can
choose multiple options)

1 | Organic food and locally produced farm
products

2 | Eateries hiring and with services provided by
elderly

3 | Household cleaning and maintenance services

4 | Interest classes and guided tours promoting
local culture

5 | Secondhand or environmentally friendly
household products

(raft products produced by women

Day nurseries

Others

O | 0| N | o

No interest in all potential services

10 | Don't know / hard to tell

Table 5.5 Attractiveness of new SE products/services
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In addition to the above poll findings examining the issues
of public recognition and expectation of SEs, the issues of
social value creation and sector-wide brand-building were
also examined in the SE case interviews.

5 | Specialised shops/outlets for SE products to be
established in all districts

6 | Others

Social Value Creation and SE Brand-building

Table 3.4 Sales channels for SE products/services a. The core research findings of the SE case studies in

relation to the processes of social value creation in SEs

j. Another way to encourage more people to continue to
support SEs is to make available more SE products and
services (to be delivered near the living areas of the
customers) that could address the specific needs of the
potential SE customers. The final question of the poll

were discussed earlier in Chapter 2. In those same
interviews with the exemplary SE cases, we asked the SE
practitioners (i) the ways they themselves conceived of
their social missions and values, and (ii) how they
produce social impacts via the processes of production,
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service delivery and value appropriation.

b. All of the SEs interviewed have thoroughly examined
the issue about what constitute “social impacts”in their
respective operations, which is in fact an indispensable
part of the strategic planning process of the SEs. Many of
the SEs have indeed gone through a “soul searching”
process to revamp or sharpen their social missions,
which in essence are an integral part of the respective
SE's brand value and brand content.

. In other words, the case findings have revealed that the
branding of an SE is inherently linked to its missions and
the social impacts it produces. Although many of the SEs
that we have interviewed have not formally undertaken
a “branding exercise’, they all have critically examined
their social missions (and thus their brand values) as
part of their ongoing strategic planning. Given the
increasing diversity and plurality in the social missions
being pursued by the SEs in Hong Kong, the task of
identifying and agreeing on a unified image for SEs
would only become harder and harder to do even if our
understanding on SEs has grown deeper over the years.

lll. Interpretation of Findings

5.8 The poll and case study findings detailed above are not at
all surprising. Taken as a whole, it conforms to the

development trends of the SE sector as seen in recent years.

a. The poll finding reveals that nearly 80% of the Hong
Kong public are now aware of the emergence of SEs. It
signals significant progress in public recognition since
comparable poll finding indicated less than 60% of the
Hong Kong people knew about SEs just around five years
ago. However, given that SEs in Hong Kong emerged in
the late 1990s/early 2000's mainly as a reaction of the
Government and the NGO sector to address the lingering
unemployment problems of disadvantaged groups,
most of the public still associate the “SE label” with
themes like “work-integration” and  “NGO-run
commercial undertakings”.

b. So despite a high degree of public awareness, there in
fact exists a “perception gap” between the plurality of
social missions being pursued by different kinds of SEs
nowadays and the rather superficial and outdated
image of the SE sector as perceived by the public. This
observation is valid even in the case of WISEs — while
many WISEs were originally established as a response to
government funding policies to create employment for
the disadvantaged, of the more successful operators
(including the three WISEs covered in our SE case
studies), they have moved beyond merely creating
employment and that significant social values and

impacts have been created by many of the market-
leading WISEs.

¢. On the other hand, the research team also noticed that
some SEs (including some of the SE cases we studied)
have been discouraged to highlight their SE identity in
promoting their activities, as increasingly they found out
that the popular SE image in fact does not fit in well
with the corporate image and brand identity they are
working to build for their enterprises. For these SEs, they
would rather put emphasis on the particular social
values and social impacts that they seek to promote and
create, and some also choose to invoke the more trendy
labels such as “social innovation” and “social
entrepreneurship” instead of emphasising their identity
as SEs.

5.9 To further reflect on the related issues, the research team
presented the summary poll and case study findings to
participants of four focus group meetings, and asked the
participants to share their views on issues relating to
sector-wide brand-building and market promotion of SEs.
The key arguments gathered from the focus group
discussions are as follows.

Sector-wide Brand-building and Re-branding

a. Given one of the objectives of the research is to come up

with recommendations to facilitate the brand-building
of SEs, the question about the need to undertake a
sector-wide re-branding exercise was posed to the focus
group participants. It was highlighted that one key
component of the “brand content” of the SE sector is the
social values and impacts our SEs are producing — but
then how to effectively communicate to the public the
multiplicity of social values being produced by the SEs,
with more SEs are now moving beyond merely serving
the disadvantaged and towards other equally worthy
and significant social causes?

b. Both comments in support of and against a sector-wide

brand-building exercise were raised in the focus groups.
In consideration of the research findings showing the
existence of a “perception gap” on the public’s
understanding of SEs, more than a few SE practitioners
supported the idea to undertake a re-branding exercise
and to develop a sector-wide “corporate communication
plan”to convey a new SE image (and the accompanying
brand messages — whatever that means) to the public.
While acknowledging it would not be easy to conduct
such an exercise, the proponents emphasised the
potential benefits of the stakeholder engagement
process that would need to be undertaken if we are to
undertake a re-branding exercise, and practitioners
coming from different “SE categories” and operating in
diverse service fields could exchange views and identify
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their commonalities while at the same time recognise
and celebrate their pluralities and diversities.

¢. Offering the counter-arguments, other informants
believed a re-branding exercise at the sector-wide level
is impractical and unrealistic at the present stage. If the
sector already found it too difficult to come up with a
generally accepted SE definition, taking up the task to
build a new brand identify for all categories of SEs could
only be a futile exercise. There would also be potential
risks associated with a sector-wide brand-building
exercise: some fragments of the vast SE space would
likely be excluded, and the effort to build a unified SE
brand would be like to bind one in a strait-jacket and it
would only curtail imagination and growth. Finally,
some informants also noted that re-branding should be
done by the SEs on an individual basis according to their
own circumstances, not at the sector-wide level.

SE Definition, Sub-branding and Branding on an Individual
Level

d. Time and again a familiar debate re-emerged as the
focus group participants lamented the need for and the
usefulness of a unified SE definition (see paragraph 1.9
of Chapter 1), or alternatively, should the SE sector
accommodates for multiple characterizations for serving
multiple purposes.™ In this connection, the idea of
developing sub-branding for different SE categories has
gotten some traction from the SE practitioners. Some
informants believed it would be a more practical
approach to make the distinction among different SE
categories, despite caveats that the public could easily
get confused and it may not bring tangible benefits to
the SE sector as a whole.

e. It appeared that there were also confusions between
brand-building and effort of the SE sector to come up
with certain threshold criteria for recognising SEs (e.g.
attempts to develop certification systems). * The

15. The SE Directory compiled by the HKCSS-HSBC SEBC is a widely recognised
listing of social enterprises in Hong Kong; in deciding if an applicant could be
included in the SE Directory, the SEBC undertakes basic vetting by way of
reviewing a self-administered reporting form. The Ethical Consumption Movement
has maintained a list of SE vendors that participate in its annual campaign. Other
support service providers that have maintained name lists or directories of SEs (or
certain sub-groups of SEs) include the Fair Trade Hong Kong Foundation (fair
trade organisations), the loosely organised Association of Co-operatives
(producers/workers’co-operatives), and the Hong Kong Social Economy Alliance
(which covers the broader social economy movement and includes some SEs).

16. At the moment of this research, the Hong Kong General Chamber of Social
Enterprises and Project Flame of the City University of Hong Kong are working
together on a “Social Enterprise Endorsement (SEE) System” project. Similarly, the
Ethical Consumption Movement also prepares to launch in 2014 an “ECM Q-Mark”
for SEs that produce good quality products or services to the ethical consumers.
Also, international certification systems like the B Corp could also be used by local
SEs to obtain certification (at present there is one certified B Corp in Hong Kong).

development of certification criteria in itself help
incentivise upgrading and promotion of SEs, yet
effective branding of SEs is important in its own right as
it helps link up different groups of SEs with the theme-
based social issues. Given the increasing diversity of SEs,
it is necessary to use a sub-branding strategy to relate
different SE categories with related social issues and
concerns.

f. Lastly, informants seemed to agree that brand-building
would need to be undertaken by the SEs on an
individual level. For many SEs, it would indeed be more
meaningful for them to build their brand value through
the continued improvement in pricing and quality of
their products like that of any ordinary business, and the
value-add of the “SE brand” is only secondary (though
not of lesser significance) to other brand contents
projected by the SEs. This has been the actual stories of
some existing SEs that would now de-emphasise its SE
identify but in turn it would bolster its overall brand
identity because of the social good they produce while
running a truly competitive business operation.

5.10 The debates on sector-wide brand-building were
inconclusive and the descriptions as presented above are
abridged accounts summarising the essence of the debate
as recorded in the focus groups. We learned that there are
pros and cons in launching a sector-wide brand-
building/re-branding exercise, and so is the attempt to
adopt sub-branding for different SE categories. However, if
the sector decides that it should undertake a re-branding
exercise, it has to be done in an inclusive manner to
provide for the fact that there are many different kinds of
SEs addressing very different social issues. The desire to
come up with a new brand and a new sector identify
should not in any way preclude plurality and diversity of
the sector.

Iv.
5.11

Implications

This chapter investigates the issues of SE brand-building
and market promotion. Both topics address the demand-
side of the SE market the development of which is
fundamental to growing the ethical consumption
movement and supporting the long-term progression of
the SE sector. To cultivate a strong SE market, the related
tasks would entail brand-building, effective marketing
communication, and the building of sales channels and
markets.

5.12 The research findings on SE brand-building and market
promotion have significant implications. Relevant
recommendations will be proposed and deliberated in the

next chapter, with a focus on the following themes:
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a. Bridging Awareness and Action: Quite a lot of Hong Kong
people have already tried using SE products or services
(accounted for 17.9% of the poll respondents). However,
comparing to the overall level of public recognition of SE,
there has ample room for making progress in growing
the SE market. The key is to convert awareness into
action, and measures to strengthen consumer
engagement and induce consumer action should be
explored.

b. Creation of Sales Channels and Market Space: The poll
has examined the potential use of alternative sales
channels and the provision of new SE products and
services at the local community level. At this moment,
the lack of conveniently located sales channels is a major
obstacle for the marketing and distribution of SE
products/services. Establishing new sales channels and
creating the alternative market space would be two
areas of work that could contribute to bridging
consumer awareness and action.

. Effective Marketing Communication: Many SE operators
are small in scale and lack the capacity to undertake
meaningful sales and marketing campaigns. This is the
main reason why the Government needs to assume a

prominent role in marketing and promotion, and it
should continue to play a role in assisting the SE sector
to launch sector-wide marketing and media campaigns.
Given the unique nature of SE and its emphasis on social
value creation, the sector should strengthen its use of
both “social media” and “social change media” in the
future marketing campaigns.

d. Sector-wide Brand-building: The focus group discussions

on the need to undertake a sector-wide brand building
exercise are inconclusive. At the same time, the research
findings also suggest that there are widespread public
misconceptions on SEs, as the public still holds a rather
superficial and outdated image of SE. In its effort to
further promote the development of the SE sector, the
Government has to address the issue of brand-building
and SE identify-building, regardless of whether a formal
branding exercise is to be undertaken. The viability of
alternative strategies in branding and sub-branding
should be explored.
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Chapter 6

Recommendations and Way Forward

Overview of the Chapter

l. Strategic Vision and Policy Priorities in SE Promotion

. Recommendations

lll.  Way Forward: SE Development in the coming years

6.1

6.2

Strategic Vision and Policy Priorities in
SE Promotion

The Hong Kong Government's strategic vision and policy
objectives in promoting SE development are as follows:

The Government is committed to promoting the
development of social enterprises to create employment
opportunities for the disadvantaged to help them to be self-
reliant, and to provide a new channel for different sectors and
organisations to meet the needs of different community
groups with innovative approaches, so as to foster a new
caring culture and enhance social harmony."

The above policy statement covers different dimensions of
social value creation (which were thoroughly examined in
Chapter 2). They include the following five areas: (i)
promoting work-integration through the SE's production
process; (ii) meeting the needs of different community
groups through service delivery; (iii) applying innovative
approaches to address previously unmet social needs; (iv)

17. http://www.social-enterprises.gov.hk/en/introduction/policy.html, by Home
Affairs Department.

6.3

6.4

providing a new platform for different sectors and
organisations to work together; and (v) promoting a new
caring culture and enhancing social harmony as the
ultimate goal.

Given the historical context under which SEs have been
developed in Hong Kong, it is understandable that at
present we have a relatively strong group of WISEs as
compared with those SEs serving other kinds of social
objectives. The general public still see poverty alleviation
and job creation for the disadvantaged being the chief
functions served by the SEs. While there is increasing
awareness of SEs, we have yet to have wide recognition in
the community of the distinctive features of SE as a new
platform for different sectors and organisations to meet
the needs of community groups with “innovative
approaches”.

Moving to the next stage of SE development, the SE sector
will grow in diversities of its organisation formats and
social objectives, and enhanced innovativeness and
entrepreneurial capacity.® Given the Government’s role in

18. Apluralistic SE sector has three different features: new market entrants with
more diverse orientations and backgrounds; a wider range of innovative
approaches to address social problems; and SEs having the capability to address a
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6.5

6.6

6.7

6.8

creating an enabling environment for the SE sector to
develop, the aforesaid new platform would actively
engage different sectors and community segments to
participate in the growth of the SE movement.

At present, various bureaux and departments support SE
development under their respective programmes, which
serve different primary purposes.” The HAB has been
responsible for formulating policies supporting SE
development and promotion, and providing support for
various initiatives on SE promotion. To leap forward, the
Government could as a first step take stock of the progress
and outcome of the efforts made by relevant bureaux and
departments and provide coordinated information on
Government support services that could benefit SEs. After
that, the Government together with other stakeholders,
such as business associations, academics, and NGOs can
work together more easily in terms of sharing information,
coordinating efforts, promoting best practices, and
identifying service gaps as well as creating synergies.

In the light of the emergence of new breeds of SEs and
their increasing organisational diversity, promotion across
sectors will yield better results if there are clear and
common themes. In this connection, this research inquiry -
- in particular the case research findings as discussed in
(Chapter 2 -- suggests that encouraging social innovation in
public problem-solving (5% Bh¥L1EARIFTTI/EEE
SRt = # B8) and fadlitating multi-stakeholder
participation in SE development (3B R ¥ F{DE S
EA#t {35 ) should be the themes when the
Government supports development of the SE sector in
Hong Kong.

The Government has been supporting multi-stakeholder
collaboration in SE development through its various
schemes.? Regardless of the specific social problems to be
tackled, such strategic role should be continued, and the
SE development policy should try to seek common grounds
and drive collaboration amongst SE stakeholders of
different background, including citizens, businesses, SEs,
communities and business organisations. While they have
understandably different views or interests, through
creating new platforms and institutional means to
collaborate they can achieve better outcomes and
maximise the impact.

Our recommendations, grouped under five headings, are
outlined in detail in the following paragraphs. First, to
provide for an overall policy vision, the research team

wider range of emerging social problems.

19. See paragraphs 4.1-4.4 in Chapter 4.

20. SE Award Scheme, Friends of SE, Hong Kong Social Enterprise Challenge,
Revitalising Historic Buildings Through Partnership Scheme, etc.

suggests that the Government takes stock of its present
programmes in its continuous efforts to develop SE. Two sets
of recommendations on enhancing innovation and
entrepreneurship  and  strengthening  the  sector’s
implementation capability are also recommended to
address the capacity building needs of the SE sector. The
fourth set of recommendations discussed the need of
sector-wide brand-building and market promotion. Finally,
connecting SE promotion with local community building is
proposed as a means of solving social problems at district
and neighborhood levels.

Il. Recommendations

6.9 To understand the recommendations in full, this section

should be read in conjunction with the research findings in
previous chapters:

(R1]
(R2]
(R3]
(R4]

Promote continuous development of SE (Chapter 2)
Enhance training and entrepreneurship (Chapter 3)
Strengthen implementation capability (Chapter 4)

Sector-wide branding and enhance

awareness of SEs (Chapter 5)

public

[R5] Connect SE promotion with local community

building (Chapter 2)

[R1] Promote continuous development of SE

R1.1 Taking stock of past efforts, the research team finds that

the SE sector and the Government can put emphasis on
two new directions of work, that are, encouraging social
innovation for public problem-solving and facilitating multi-
stakeholder participation in SE development. Emphasising
these two areas, the operation of SE could address a wide
variety of social issues ranging from poverty alleviation
and job creation for the disadvantaged to numerous other
social problems.”

(a) The research team considers that the Government’s
major role is to formulate strategies to facilitate SE
development and promotion.  Such a role is
supplemented by its provision of funding support for SE
initiatives.

(b) We recommend that the HAB, in furthering its
existing roles to promote development of SEs and
coordinate with stakeholders across all community
segments, should reaffirm the importance of social
innovation and multi-stakeholder participation as two
major directions of work in its continuing effort to
support SEs.

21. For some practical examples, please see case studies at Chapter 2, including
the NAAC Alternative HR Market, Dialogue in the Dark, and Happy Veggies, etc.
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R1.2 Moving to the next stage of SE development, it is apparent

that working towards building a more pluralistic SE sector
could promote social innovation. Thus, while the
Government should leverage past successes and continue
to promote the development of WISEs, harnessing the
creative energies of the newly emerged or new categories
of SEs is needed, if not more important for the future.

(@) We recommend that the Government should
encourage innovation and diversity in SE operations
and/or their ownership forms. Specifically, more support
measures for start-ups with diverse orientations and
backgrounds, as well as support for nonconventional,
privately-funded SEs to attempt innovative approaches
to and address a wider range of social issues are needed
(thus going beyond work integration and poverty
alleviation).

(b) To encourage diversity and promoting social
entrepreneurship, relevant government units should
consider enhancing and better promoting its funding
support for privately-founded SEs that are not registered
as charitable organisations under Section 88 of the
Inland Revenue Ordinance. Complementary policy
measures should be introduced to assist different
stakeholder groups to establish new SEs (see paragraphs
R23 and R24 below on related policy
recommendations).

R1.3 Itis important to have a clear understanding of the nature

and values of SEs in the community and continued
promotion of opportunities for SEs to provide services and
create social values in both the public and private sectors.
While emphasising that these efforts should continue to be
made, we do not favour a legislative approach to define
SEs or introduce specific legislation governing the social
value component of the public procurement process. Such
a top down approach by the Government may interfere
with the innovative potential of SE ventures. As regards
some suggestions of SE registration/certification, the
research team has noticed that at present there are various
non-government initiatives that work independently to
support SE entities, and together these initiatives would
jointly define the landscape of the broader SE/social
economy movement.? It is useful for supporting further
development of the sector that more sophisticated
systems of training, endorsement, certification and
accreditation schemes would be developed by support
service providers locally and overseas.” Furthermore, with
the proliferation of new SE forms, it is likely that new
schemes to boost recognition of certain sub-categories of

22. See the footnote of paragraph 5.9d in Chapter 5.
23. See the footnote of paragraph 5.9e in Chapter 5.

SEs may also emerge.* Taking into consideration all these
developments, it is recommended that the HAB should
continue to encourage market-led efforts in developing
credible registration and certification systems that address
the needs of the particular SE sub-sectors.

R1.4 With regard to supporting the creation of new SE legal
forms with diverse ownership arrangements, while it is
common in some countries to come up with new
legislation for facilitating the proliferation of new SE legal
structures,® it is the view of the research team that the
legislative route would unlikely be successful to achieve
the desired policy outcomes as it did overseas. ® In
consulting legal experts who study nonprofits and SEs, we
believe that individuals and organisations interested in SEs
with more sophisticated ownership structures could make
use of existing company law provisions to achieve
institutional innovation and promote good governance. In
particular, the legal experts explained that the Companies
Ordinance could already allow for the establishment of
new SE forms,such as CIC, multi-stakeholder social co-
operatives, and community-owned enterprises, etc.
Promoting ready-to-use legal templates together with
training to people can be more effective.?

R1.5 HAB, with the support of the Home Affairs Department,
has assumed the policy for supporting development of SEs.
Different funding schemes run by Government bureaux
and departments are serving a variety of social objectives
(e.g. heritage conservation, environmental protection,
etc.), and not all are dedicated for the development of SEs.
We believe that a plurality of funding sources from

24, Some overseas examples of sub-categories of SEs include social firms in the
UK, CICin the UK, multi-stakeholder social co-operatives in Italy, consumer
coaperatives in Japan and Korea, recognised sharing companies in Seoul, etc. In
the cases of CIC, social co-operatives and consumer co-operatives, specific
legislation was enacted in the respective locations to support the development of
the new SE forms.

25. Some examples include CICin the UK, consumer co-operatives in Japan and
South Korea, multi-stakeholder social co-operatives in Italy and Quebec
(important local operators of childcare and elderly care in the two places), etc.

26. See paragraph 1.9 in Chapter 1.

27. To lower the costs involved, the service providers offering help to the new
market entrants could engage legal experts to develop ready-to-use legal
templates. These legal templates contain standard memorandum and articles of
association for various SE ownership forms, so that SE advocates could easily set
up various kinds of SEs according to their own preference and
ownership/governance needs. Furthermore, while other existing legal vehicles like
the Limited Partnerships Ordinance may also be used to structure complicated
legal arrangements for the establishment of the new kinds of SEs, the Companies
Ordinance is considered the best option given its familiarity to most peaple and its
flexibility in defining the relationships between various stakeholders in the
memorandum and articles of association. The vehicle of limited company in the
Companies Ordinance flexibly allows participating members to define their rights
between each other, and hence can suit different forms of organisational
structures of social enterprises.
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different departments has its advantages and do not see a
need for consolidating all funding into one. While
maintaining a level-playing field for all potential
applicants, the relevant bureaux and departments are
encouraged to consider, in setting the eligibility criteria,
the additional social value that could be created by SE
participants of these schemes. For this purpose, efforts
should be made to facilitate the articulation and
understanding of the social values of SEs and and to
suitably encourage their participation for the overall public
interest. In the longer run, the Government should
consider funding the provision of one-stop services for
serving the SE community.

[R2] Enhance Training and entrepreneurship

R2.1

R2.2

R2.3

The SE landscape survey examines the business
entrepreneurial orientation (i.e. innovativeness, risk-
taking and proactiveness) of the existing SEs. The findings
suggest that SEs that have no sponsoring organisation and
receiving initial funding in the form of private investment
tend to show a greater tendency for business
entrepreneurial orientation. But the findings should not
be interpreted readily as bearing any causal relationship
(see findings in Chapter 3).

The focus group discussions shed more light on the survey
findings. First, some of the more innovative applicants
might believe that government funding schemes, which
require prudence in spending public resources,
understandably would evaluate more positively SE
applications in which the business ideas have some track
record and chose to switch to do ordinary businesses to
increase the chance of success in applying for funding.
Second, the business entrepreneurship orientation of this
survey might not capture best the “entrepreneurial”
nature of the existing SEs, which are mostly WISEs. WISEs
overcome constraints in institutions, mindsets, and
resources, and their effort and specific creativity in doing
s0 is commendable. But for many WISEs, their founders
and operators may not need to be very strong in terms of
innovativeness and risk-taking. Instead, their success may
need to rely more on their implementation capability to
adapt, fine-tune, and implement existing best-practices
under the constraints of the social welfare sector.

Keeping in mind the dual emphasis on enhancing social
innovation  and  strengthening  multi-stakeholder
participation, it is recommended that the Government
works with the community to provide the incentives for
SEs to innovate, and lower the entry barrier for various
community groups to join the SE movement.

(a) The SME sector could become an important actor to
scale SE development by way of instigating both organic
and inorganic growth (i.e. facilitating SMEs to establish

new SE business units or to convert some of its existing
business units into SEs). The Government should
consider collaborating with a few support service
providers to offer advisory and support services to SMEs
interested in venturing into the SE sector. The HAB, in
consultation with the Trade and Industry Department as
well as other government offices dealing with SMEs,
should also explore the possibility in deploying the
existing SME Funding Schemes to facilitate SMEs to set
up SEs (and if so the TID and the Trade Development
Council may as well offer consultation services to SMEs
on matters related to SE development). Additionally, the
newly  established  Social  Innovation  and
Entrepreneurship  Development Fund (SIE  Fund)
certainly could also support innovative initiatives to be
carried out by the SMEs that address Hong Kong’s
poverty issues.

(b) Other community segments that could become
important new SE market entrants include the youths,
young and mid-age professionals, and early retirees.
There are already support service providers and
education institutions targeting these various groups
with the provision of public education, training, and
support and advisory services. The HAB has also been
funding projects such as the Hong Kong Social Enterprise
(hallenge targeting at promoting participation in SEs by
the college students. Similar to the above
recommendation for involving SMEs, the HAB should
continue to involve a broader spectrum of supportive
groups, such as the academics and NGOs. These parties
together can offer comprehensive support to these
potential market participants, and help develop a one-
stop shop that consolidates existing as well as new
support services.

R2.4 Three other lingering issues affecting market entry include:

i) the availability of seed funding for piloting social
innovations, ii) how the new SE proponents could get
themselves deeply in touch with the local communities
and learn about the community needs, and iii) how to
enhance the survival rate of the new start-ups. With
regard to seed funding, apart from reviewing the
operation of the existing funding schemes, new social
financing resources would also need to be identified. On
the question on cross-sector partnership, it entails more
than enticing the new market participants to join the SE
movement but also finding ways for allowing all the
stakeholders, particularly the end service users residing in
different local communities, to have intense interactions
among one another and build a sense of shared ownership
when they try to develop SE ventures. Finally, support and
advisory services on business model generation and start-
up consultancy should also be provided.
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(a) With regard to seed funding, the newly established
SIE Fund administered by the Efficiency Unit shall
partner with support service providers to launch new
funding schemes. The research team supports these new
schemes to encourage and help trigger social innovation
but recommends that the scope of the new funding
scheme should not be limited to poverty relief and
prevention only. Recognising that the SIE Fund has
scope limitation, this research team recommends that
applicable outside resources should be deployed from
other SE-supporting funding schemes (such as the CIIF
and the Environment and Conservation Fund, for
example) or even outside of the Government to support
worthwhile projects that go beyond the domain of
poverty alleviation.

(b) Concerning the enhancement of stakeholder and
user participation in SE development (an important
policy objective of SE promotion repeatedly highlighted
in this report), we recommend that the HAB should
consider supporting the development of a one-stop
shop that facilitates cross-sector exchanges and
collaboration for SE development. These include
discussions on strategies and support measures for SE
development; putting together different stakeholders
and resources to facilitate the development of SE
projects or encourage participation in the work of SEs;
providing more showcases and sharing of best practices
and good SE projects. These should be carried out both
territory-wide and at local community level (see also
recommendations R1.2 and R5). Another facilitative
policy initiative would be to assist the formation of new
categories of SEs with new ownership arrangements
that could help engender user participation and co-
production (see paragraph R1.4 concerning the
development of legal templates for facilitating new SE
creation).

(c) As to providing support services to SE start-ups, Hong
Kong has an emerging eco-system in supporting ICT,
technology-based and other kinds of business start-ups.
Establishing a similar eco-system for SEs should benefit
the sector. For the for-profit SEs engaging in the sharing
economy movement, many of them in fact have
interacted with existing incubation centres and angel
investors. Yet we also need to recognise the unique
challenges faced by the SE start-ups due to the needs to
address double or triple bottom-line. It is thus
recommended that tailor-made support services and
unique models should be promoted to enhance the
success rate of the new social ventures.”

28. For example, the Lean Startup is a new approach and methodology for
enhancing the chances of success of new startups of various sorts, including new

[R3] Strengthen implementation capability

R3.1

R3.2

R3.3

Many existing SEs started with the mission to implement
their targeted business model effectively. Viewed this way
SE operators naturally may put more emphasis on their
implementation capability as compared with their
innovation capability.

Our research thus sets out to examine the training and
capacity building needs of the SE sector and pays special
attention to two major topics: i) different levels through
which capacity building support could be provided to the
SEs, and ii) different capacity building models that could
be employed by the SEs to undertake needs assessment
and achieve knowledge transfer (see relevant research
findings as examined in Chapter 4). With regard to the
former, there are three levels of capacity building
interventions, namely individual, organisational and
sector-wide levels. Concerning the latter, it was noted that
different SEs have employed the Buy, Build and/or Borrow
models (the 3B's Model) in various ways for acquiring
needed talents and human resources.”

Our survey research findings suggest that there are
discrepancies between the kinds of capacity building
supports being provided at present as compared to what
are needed and desired by the SE practitioners. For
example, while many SE operators long for more peer
learning and exchange opportunities at sector-wide (the
entire SE community) and sub-sector (trade or industry)
levels, most training opportunities are structured courses
or ad-hoc seminars addressing SE practitioners at the
individual level. Hand-holding and ushering services are
needed to get implementation on the ground.

R3.4 In view of the high demand for knowledge sharing at the

sector and sub-sector levels, we recommend that the HAB
should collaborate with or provide funding to training
providers and other support service providers to conduct
both trade-specific and generic SE sector sharing
workshops for different levels of employees. Moreover, to
better gauge the training demands of the existing SE
practitioners, the HAB may provide resources to facilitate
better understanding of SE about their needs and capacity
building, like undertaking periodic surveys on SE training
needs, and disseminating the information to all training
providers for their course planning purposes. The
universities and SE platform organisations have been
playing an important role in capacity building and
knowledge sharing, as well as providing development of

projects, new products and new enterprises (see www.leanimpact.org).

29. As discussed in Chapter 4, SEs have utilised a three-pronged approach to
addressing management talent deficits: i) Buy: hiring from outside; ii) Build:

developing from within; and iii) Borrow: seeking external capacity building help.
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R3.5

SEs with a cross-disciplinary perspective and latest trends
of developemnt of overseas SEs e.g. lean start-up, etc.
They should continue playing such roles and the
Government should continue its support for these areas of
work.

With regard to the 3B's models, considering that not all
SEs would have the needed financial resources or internal
capability to employ the “buy” and “build” options,
“borrow” would likely continue to be the main approach
for many SEs to acquire knowledge and strengthen their
management capability. Yet there are major deficiencies at
present: i) there are insufficient resources (money and
time) being devoted to undertaking needs assessment;
and ii) most of the capacity building providers (e.g.
volunteered professionals from the commercial sector) are
not trained well in consulting and mentoring skills.

(@) We recommend that more vigorous matching
services should be provided by one or more support
service providers which should be given adequate
resources to do the basic groundwork research to
understand the needs of the particular SEs on the one
hand, and to find and enlist corporate volunteers with
the needed knowledge and passion on the other hand.
This could be done by the industry or SE support
organisations with funding support from the
Government.

(b) Assisting the volunteered professionals to acquire the
necessary consulting skills is difficult and costly. It is thus
advised that efforts to link professional volunteers with
SEs should focus on developing an effective mentorship
programme. The HAB and other service providers could
make reference to the highly successful Pilotlight model
in the UK to enhance the effectiveness of the existing
mentorship programmes for SEs.

() For those SEs that have genuine needs for consulting
services, the research team believes they should engage
professional management consultants to undertake
formal consultancy projects (subsidised or pro-bono
services). At present many government schemes do not
support expenditures on consultancy services. The
research team recommends that while maintaining
prudent use of public resources, the secretariats of the
various funding schemes should be more flexible in
allowing successful applicants including SEs to apply, as
part of their budget, funding for consultancy services.
The management of the SEs should justify its need.
Professional consultants should also develop their
services for the SE sector given its potential demand.

R3.6 The research team also observed that the lack of sufficient

human resources at the leadership and management level
— particularly shortage in management talents in running

R3.7

R3.8

R3.9

new SE units (e.g. new shop managers) — in some cases
could be one of the hurdles hindering even the leading SEs
to achieve scaling-up. In the situations, the SEs in fact have
already developed a replicable business model and even
have raised expansion capital, but they are very cautious in
launching the new business units. It is because they found
it difficult to train up management talents for the SEs to
meet the mission of double bottle-line.

For more SEs, difficulties in recruitment have even
extended to the disadvantaged groups they aim to serve. A
significant contribution of the WISE is its ability to identify
the neglected qualities of the disadvantaged groups and
convert those qualities into assets for realising
employment integration. But in the more successful WISE
operations, usually there would be a third-party NGO (or in
some cases the sponsoring NGO of the WISE) who would
offer support and basic training to the disadvantaged
people before they join the WISE as formal employees.

At this moment, at least in some service sub-sectors and
disability fields (e.g. employment for deaf people in F&B
industry), this function is still not adequately served by the
existing nonprofits and we found that there are demands
not only from WISEs but also from some market sector
employers who are also looking into recruiting the
disadvantaged.

In view of the management talent and human resource
shortages in some of the WISE service fields, we
recommend that the Government should consider
providing seed money to fund the operation of one or
more support platforms for facilitating the recruitment,
qualification assessment, training, and deployment of
employees at the management level and more at the
operation level. It is envisaged that the HR supporting
platform(s) could itself or themselves be organised as SEs
which should strive to achieve financial sustainability in
the longer term.

[R4] Sector-wide brand-building and enhance public awareness

R4.1

R4.2

of SEs

Apart from strengthening the innovation and
implementation capabilities of the SE sector, we need to
cultivate the demand-side and activate/expand the SE
market simultaneously so as to meet the supply from any
scaled-up SEs of the social economy. The related tasks
would include brand-building, effective marketing
communication, and the building of marketing and sales
channels.

The SE sector’s overall brand identity should be connected
with the plurality of values that are being produced by the
different kinds of SEs currently in operation. It is thus of
great importance that the SE sector, despite its increasing
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complexity and diversity, should be able to articulate and
communicate the sector’s common values to the wider
public.

(a) We recommend using a sector-wide brand-building
exercise to explain and communicate common
misconceptions and highlight commonalities among the
different categories of SEs. Practitioners should
deliberate on the core brand values of the SE sector, e.g.
plurality, innovativeness, citizen participation and cross-
sector partnership, etc. This exercise is helpful for
developing a sector-wide marketing communication
plan.

(b) The HAB could, in the proposed sector-wide brand-
building exercise, highlight the Government’s reaffirmed
policy directives of SE promotion in encouraging social
innovation for public problem-solving and facilitating
multi-stakeholder participation in SE development, while
the broadening range of social issues being addressed
by SE practitioners should also be highlighted. Both the
social and entrepreneurial/innovation values of SEs
should be emphasized, e.g. that SEs, while achieving
social missions, can be successful entrepreneurs.

(c) In view of the increasing plurality of the SE sector, the
research team also recommends adopting a “sub-
branding” strategy for highlighting the increasing
specialization in certain sectors or service types of SEs in
Hong Kong (e.g. WISE, SEs addressing shunned markets,
the newly emerged “sharing companies’, etc.). Such a
sub-branding strategy could highlight the emerging
new categories of SEs in Hong Kong, and help publicise
the new categories of SEs to the public.

R4.3 Inview of the limited capacity most existing SEs possess in

marketing and media communication, the Government
should continue to play a role in assisting the SE sector to
launch sector-wide marketing and media campaigns. In
this connection, HAB has in the past supported the
organisation of SE market fairs in various districts,
promotion of SEs and successful cases through the media,
and in the past two years it has also provided support to
the organisation of the territory-wide Ethical Consumption
Movement, SE Summit and other campaigns.

(a) In addition to its existing funding for promotional
activities, it is recommended that the HAB considers
funding the establishment of a shared marketing and
corporate communication office which would serve as a
one-stop shop to help eligible SEs to undertake
marketing and PR functions.

(b) It is recommended that the HAB continue to provide
financial resources for allowing selected SEs to launch

their presence in social media, the HAB could also
consider incorporating into the SE Award competition
the category on the best social innovations of the year.
There could be a budget for hiring PR professionals to
implement the social media campaign to help SEs or SE
winners who want to publicise the social innovations to
the target service users and the wider public.

(c) As a complementary initiative, the HAB could also
consider sponsoring a series of low-budget “social
change media” campaigns in which media experts,
documentary producers and groups practicing “solution
journalism” would be invited to examine and help
expose the root causes of social problems affecting
different communities, with a call for potential social
entrepreneurs to come up with innovative solutions to
address the problems.

R4.4 The findings indicate the lack of conveniently located sales

channels is a major factor hindering potential SE
consumers to purchase and use SE products/services. In an
effort to help expand the space of the SE market, the
Government should devise policies to address two
dimensions of “space” including physical space and policy
space.

(a) With regard to physical space, the Government could
take the lead to encourage use or co-use of Government
premises or partnership with other organisations to use
space they could make available for SEs, especially for
the start-up SEs. The Government should explore with
other stakeholders (e.g. other departments, public
service organisations, commercial sector) the feasibility
of providing SE product sales channels at the district
level with the introduction of innovative solutions such
as “pop-up stores” and monthly bazaars and even flea
markets.

(b) As to policy space, it is recommended that the
Government not only continues to promote ethical
consumption in public procurement, but also facilitates
provision of information on SEs to other public
institutions and subsidised organisations. Providing such
information could encourage their use of SE's services
and products. Additionally, the Government can model
other forward-looking Asian Cities to work towards
obtaining, say, the status of Fair Trade City (Kumamoto
City in Japan is the first ity in Asia to gain the Fair Trade
Town title)* and to make Hong Kong a harmonious
Sharing City (the Metropolitan Government of Seoul is
spearheading the effort to turn Seoul into Asia’s most

30. See http://www.fairtradetowns.org/ on information on the Fairtrade Town
movement.

media and marketing campaigns. To further enhance
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prominent Sharing City).*"

[R5] Connect SE promotion with local community building

R5.1

R5.2

R5.3

In the same spirit as the HAB's SE policy statement in
promoting a “new channel” for participatory and
community-based problem-solving, the research team
strongly believes that the development of SEs at the local
community level could make significant contribution to
community building and revitalization, henceforth to
foster a new caring culture in the society. At its best, the SE
sector could function as a fertile breeding ground
nurturing bottom-up innovations for tackling many social
problems. In addition, the sector can also offer a policy
platform for facilitating cross-sector dialogues and staging
citizen co-production initiatives.

This strong belief notwithstanding, the findings suggest
that the SE sector lacks enough engagement with the local
communities. Only about half of the survey respondents
indicated they have made contribution to
supporting/improving their localities, and less than 10%
regarded “community” as one of the “top two stakeholder
groups” that were considered the most consequential on
the SE's operation. Perhaps not surprisingly, customers
(87.3%) and employees (79.7%) were perceived as the top
two stakeholder groups instead.

While not entirely unexpected, the survey findings indicate
some room for further Government efforts in promoting SE
development at the local community level. For example,
the ESR funding scheme has been successful in enhancing
social inclusion and in augmenting the scope of social
issues being attended to by the SE sector. Yet the further
development of district partnership and cross-sector
partnership through SEs" operations requires continued
and enhanced support. Emphasising on the need for
building social capital, the CIIF has the explicit policy
objective to engender civic participation. But — according
to the comments of some applicants of CIIF funding — the
Fund’s nearly exclusive emphasis on volunteer support and
mutual help has for a long time precluded the Fund from
considering  supporting  socially-oriented  economic
activities. In both of these cases, the potential of
promoting community economic development through SE
promotion could be further developed as one of the
objectives of the schemes if considered suitable.

R5.4 Realising the apparent and vast opportunity to promote

community development and encourage joint efforts in
solving social problems at the district level through SEs, we
recommend that the Government implement explicit and
purposive policy initiatives to link up SE promotion with

31. See information website of the Metropolitan City of Seoul on “ Seoul, the
Sharing City” Project at http://english.sharehub.kr/

both the conventional district-based  economic
development initiatives and the emerging Internet-based
communities engaging in the sharing economy.

(@) The research team recommends joint efforts in
establishing a network of innovation hubs, future
centres, and co-working spaces across different districts,
to be designed with specific themes in reference to local
community needs and characteristics, e.g. elderly
support, youth employment, design and upcycling
centre, craftsmanship restoration, heritage and local
culture, etc. In support of these initiatives,
complementary community needs assessment projects
should be undertaken using available public resources
such as relevant funding schemes made available by the
District Council. Business and local associations should
participate in this effort.

(b) The Government should also consider providing seed

funding for the creation of a territory-wide social
economy cum sharing economy map (similar to say,
finding restaurants on food portals) that would allow
users to easily locate not only SEs but other kinds of local
community economic development initiatives.* Such a
platform, say an online portal, would allow for the
production of highly interactive user-produced contents
on customers’ comments on quality of products or
services provided by the SEs, as well as sharing of stories
on social values created by the grassroots economic
activities. The sharing economy map so produced could
also facilitate the sales and marketing efforts of SEs at
the local community level (e.g. the provision of routes of
walking tours of SEs and other district-based local
attractions).

R5.5 As discussed in paragraph R1.4 above, by developing

ready-to-use legal templates for facilitating the formation
of new kinds of SEs in local communities (e.g. social firms,
multi-stakeholder social co-operatives, community-owned
enterprises, etc.), the measure could help different locally-
based groups to launch new SEs and address unmet social
needs at the local level. By way of introducing new market
entrants originating from the local grassroots level, such a
policy would help induce innovations with respect to
modes of service delivery in various service industries.

(a) The research team recommends that the Government
assist to promote its values to specific industries
desperately needing service innovations, such as
community-based child care, neighborhood-level
elderly home care, and community-based health-care

32. See paragraph 2.15¢ in Chapter 2 for a discussion of the collaborative
consumption and sharing economy movement. Sharing economy maps may be
similar to food portals, such as Openrice, Foodspotting, etc.).
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services, etc. With the new market entrants, it could
alter the existing firm-composition of specific industries
and help catalyze changes in industry structure and
industrial practices.

(b) For the purpose of identifying underutilised “hidden”
human resources at the local communities, we
recommend that the HAB to consult with the LWB and
other service providers to find ways to provide targeted
vocational training opportunities to relevant community
groups and social segments who are unable to join the
mainstream labor market due to the existing HR
practices of many service industries (e.g. extremely long
working hours). By combining the new HR model of the
new categories of SEs with the vocational training
opportunities for the targeted community groups, this
policy could release the idle manpower available at the
local communities and enhance the agility and mobility
of the existing labor force.

R5.6 Lastly, to engender a spirit of local cooperation, a change

in the culture in service provision is also needed for both
the community-based service providers and the
government officials administering the publicly funded
programmes running at the district level. Other than
focusing on trying to maximise each organisation’s
individual impact, a new mindset on “collective impact”
should be instituted for considering the overall well-being
of the community.” In so doing, the Government can work
with groups of SEs, NGOs and other community

organisations to pursue common goals in the same locality.

The HAB should consult with the local players and the
relevant stakeholders at the district-level and put in place
the conditions for the realization of collective impact.

6.10

6.11

Way Forward: SE Development in the
coming years

SE development has taken hold in Hong Kong. On the basis
of this foundation, we see Hong Kong entering a new
stage with new breeds of SEs. As this develops, the SE
community and other stakeholders should welcome and
prepare for broader changes and benefits to Hong Kong:

a. Hong Kong as a world city could serve people and make
impact beyond the borders of Hong Kong.* Some SEs
can even serve only communities outside using Hong
Kong as a base. When new breeds of SEs develop the
vision and ability to serve multiple communities or
markets - thus making big social impact, more talents
and technology will come and reside in Hong Kong. This
will create a positive feedback, so-called winning breeds
more winning, to the SE ecology of Hong Kong.

b. The benefits could spill over from the SE sector into the
education and business sectors. A case in point is impact
investing which has developed into an asset class in the
finance sector.* Hong Kong can develop into an impact
investing hub where social innovators, impact investors,
family foundations, and social entrepreneurs flock to
work together, better jobs, lively communities, and
exciting living could be the results. When this happens,
Hong Kong can become a regional hub of SEs and
acquire a new kind of competitiveness beyond its
infrastructure and legal institutions.

This study and the recommendations are based on
investigating the current SE landscape and existing
stakeholders. Understanding the present allows us to take
a glimpse into the future. Surely there is no way we can
predict the future. Hong Kong could still take to heart the
adage for innovators as we move forward,

“The only way to predict the future is to create it.”

34. While many SEs use Hong Kong as a base, they could take the advantage of

being here (infra-structure, competitive environment, talent pool, information,
funding) to serve both local communities and communities beyond the borders.
Hong Kong is a small market and small place.

35. Kaplan, Robert S. and Grossman, Allen S. (2010, October 1). The Emerging
Capital Market for Nonprofits. Harvard Business Review.

Chow, C(2015). Responsible Investments in Hong Kong in The Handbook of
Responsible Investment Routledge: London (forthcoming). final version accepted
by the UNPRI Academic Network.

33. Kania, John; Kramer, Mark. (2011). Collective Impact. Stanford Social
Innovation Review, Winter, 36-41.
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Appendix|

Research Methods

1.

1.1

Core Research Components of the SEs
Study

The research employs multiple methods so as to address
the full scope of the SES Study. The research methodology
comprises the following four main research components:

a. SE Questionnaire Survey. A questionnaire to examine
the current landscape of the SE sector was sent to over
400 social enterprises and SE units. Key findings of the
landscape study are given at Appendix II, while
additional survey findings in relation to the
entrepreneurial orientation of SEs and their capacity
building needs are discussed at length at Chapter 3 and
Chapter 4 respectively.

b. Public Opinion Poll. To ascertain public receptiveness
and expectation of SEs, a telephone poll was conducted
in September 2013 with the use of conventional
random sampling method. The summary poll findings
as compiled by the Telephone Survey Research
Laboratory of the Hong Kong Institute of Asia-Pacific
Studies at CUHK are given at Appendix IV. The
important poll findings are examined in detail in
Chapter 5.

¢. Exemplary SE Case Studies. To understand the value
creation process of different types of social enterprises,
the research team identified ten exemplary SE cases
and conducted interviews and in-depth case analyses.
The core findings on the value creation process of SEs
are discussed at length in Chapter 2, while case
summaries of the ten social enterprises are separately
given at Appendix Il for readers’ easy reference.

d. Focus Groups with SE Practitioners. Four focus
group meetings were also organised in which
participants were asked to comment on selected
research findings and deliberate on actions to be
undertaken to address the development needs of the
SE sector. The findings of the focus group discussions
have been incorporated in the main body of the

research report and in particular from Chapter 3 to
Chapter 5.

1.2 Key methodological considerations in relation to the four
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research components and further information on research
activities conducted during the research period are
detailed in the following discussions.

SE Questionnaire Survey
Design of the Survey and Data Collection

a. To review and map the existing landscape of SEs in
Hong Kong, a full population survey was conducted
using a self-administered survey instrument. The
questionnaire comprises three sections including (i)
background information, (i)  organisation
characteristics, and (iii) managerial and operational
effectiveness of the social enterprise.

b. The survey period was between July 22 and September
21, 2013. The questionnaire was delivered to each
social enterprise unit in two separate ways: (i) a unique
e-survey form was developed using CUHK's e-research
platform “Qualtrics” — informants were asked to fill in
the e-questionnaire through the unique link provided
by the e-platform; and (ii) reply by mail, e-mail or fax
was also allowed.

¢. Based on the databases of the HKCSS SE Directory and
Hong Kong Social Enterprise Challenge, and with
additional information from the projects under
Enhancing Self-Reliance Through District Partnership
Programme (ESR Programme) as well as other sources,
a total of 419 invitations were sent. Follow-up actions
(e-mails and calls) were made throughout the survey
period. A hotline was also set up to answer SE's
enquiries and provide technical support. The research
team closely monitored the progress of the survey.

d.By the end of the survey period, 187 completed
questionnaires were collected, of which 174 were valid
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questionnaires. Of the 174 completed questionnaires,
80 of them were collected by the e-research platform
and 94 of them were collected by mail, e-mail or fax.
The valid response rate is 41.5%.

Quality Control

a. From the start respondents were encouraged to use the
e-research platform which allows for real-time data
capture to avoid errors arising from manual data input.
For the questionnaires collected by mail, e-mail or fax,
a double data entry system was set up to make sure the
survey data was accurately recorded.

b. Follow-up phone calls were made to contact all
respondents to remind and encourage them to
complete all survey questions. Survey data gathered
from both hard-copy and online questionnaires were
further verified with the respondents throughout the
data cleaning process. Data completeness, accuracy and
validity were ensured.

SE Case Studies

(ase Selection and Analytical Framework

a. With an aim to understand the value creation process of
different types of social enterprises, the research team
identified a number of exemplary SE cases for
undertaking case analyses in reference to the value
chain/value creation framework as adopted by the
research (see paragraph 2.2 in Chapter 2). The case
selection rationales are deliberated at paragraphs 2.6-
2.8in Chapter 2.

b. Moreover, a supplementary case analysis framework
(the case interview questioning frame) has also been
developed which encompasses five areas, namely (1)
history of organisational development, (Il) innovation
and the entrepreneurship process, (IlI) process of value
creation, (IV) information on stakeholder engagement,
and (V) marketing, branding and public promotion.

(ase Interviews

a. With the exception of one social enterprise (the case of
L Plus H), in-person face-to-face interview was
conducted during the period from late July 29 to end of
October 2013 to gather firsthand research findings from
the SEs (see Table 1). The interviewees are either the
CEO/chief executive of the SE, or they are a key member
of the SE's board supervising the management of the SE
(the cases of Happy Veggies and Fullness Salon).

Table 1

Name of SE Main Date of
Interviewee Interview

NAAC Alternative  Mr Chiu Ka July 29,2013

HR Market Cheung

Senior Citizens MsIrene Leung  August 16,2013

Home Safety

Association

Happy Veggies Mr Howard August 19, 2013

Ling

MentalCare MrChung Wai  August 21,2013

Connect Shing

Dialogue in the Mr Antony September 24,

Dark HongKong  Pang 2013

Diamond Cab Ms Doris Leung ~ September 24,
2013

Light Be (Social Mr Ricky Yu September 24,

Realty) Co. Ltd 2013

Fullness Salon Mr Ted Kwan September 27,
2013

Ground Works Ms Dora Cheng  October 31, 2013

b. Normally, CfE-SEBC would send a three-member
research team to conduct the interview, with one
facilitator and two assistants. On average, an interview
would take about a bit over one and a half hour. All
interviews were audiotape-recorded, while all
information is kept confidential and for research
purpose only.

¢. In the case of L Plus H, the research team mainly drew
reference to the multi-media teaching case on the
social enterprise developed by the HKU ExCEL3 research
team, which is available for public use at the HKU
EXCEL3 online learning platform. Prior to conducting
the SES Study, a researcher from the (fE-SEBC research
team had conducted research interviews with the SE
(for a separate research project unrelated to the SES
Study), and for the purpose of the current study, the
(fE-SEBC research team only collected and updated the
case information through publicly available information
and had not conducted a separate case interview.

A1-2
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4.2

Public Opinion Poll and Marketing
Survey of SE Customers

Questionnaire Design

a.To ascertain public receptiveness and public
expectation of SEs, the research team engaged the
Telephone Survey Research Laboratory of the Hong
Kong Institute of Asia-Pacific Studies (HKIAPS) at the
Chinese University of Hong Kong to conduct a public
opinion poll.

b. The survey instrument of the poll contains fourteen
questions that aim to solicit the opinions of the
respondents over different aspects of SE operations in
Hong Kong, plus additional questions gathering the
demographic information of the respondents. More
specifically, the questionnaire adopts the “Five As
Framework” to examine the respondents’ receptiveness
to SEs over five areas including (i) awareness; (ii)
appreciation; (iii) acceptance; (iv) action; and (v) be
accustomed (to supporting SE) — see further
explanation given at paragraph 5.3 in Chapter 5 on the
framework. With the use of conventional random
sampling method for telephone poll, valid responses
from 1005 citizens at the age of 18 or above were
successfully gathered.

Data Collection by the Telephone Survey Research
Laboratory

a. The telephone survey was conducted by trained
telephone interviewers at the Telephone Survey
Research Laboratory of HKIAPS using a Computer
Assisted Telephone Interview (CATI) system during the
period September 9-18, 2013. The sampling frame was
based on the latest Hong Kong residential directories
(both Chinese and English versions), and a batch of
residential telephone numbers was selected randomly.

b.To make sure the sampling frame covered the
residential telephone numbers both in and out of the
Directories, the last two digits of the selected telephone
numbers were deleted, and replaced by two random
computer-generated digits. The target population of
the survey is Hong Kong residents who can speak
(antonese or Mandarin, and aged 18 or above.

¢. The household was first selected by random sampling
through the computer system, and the one who had his
or her birthday next was selected for telephone
interview. 1005 interviews were completed, and the
response rate is 44.3%. The maximum sampling error
for percentage is less than +3.09% at the 95%
confidence level.

43 Marketing Survey of SE Customers (independently
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conducted by SEE Network Ltd.)

a. To complement the telephone poll research findings,
the (fE-SEBC research team also commissioned an
independent marketing research consultant SEE
Network Ltd. to conduct additional marketing surveys
of SE customers so as to learn more about their
consumption behavior and to gain further insights on
future strategies to attract more people to support
social enterprises and join the ethical consumption
movement.

b. The Consultant worked directly with the Ethical
Consumption Movement Organizing Committee to
gather contacts and get in touch with both existing and
potential SE customers. Using the questionnaire of the
telephone survey as reference, the Consultant
developed a list of questions for conducting semi-
structured interviews with individual customers as well
as for running focus group discussions with the SE
customers. Informants were invited to share their
experience in purchasing SE products and services and
to what extent they undertook and were committed to
supporting the ethical consumption movement.

¢. Using a combination of purposive sampling and
snowball  sampling methods, the Consultant
interviewed 24 informants (conducting nine individual
interviews and four focus group discussions). The
Consultant has separately compiled a “Focus Group
Study Report” the findings of which are largely in
consistent with the conclusion of the public opinion poll.
Where appropriate, the insights gathered from the SE
consumer marketing survey are incorporated in the
discussion of public perception and expectation of SEs
as given in Chapter 5 of the main report.

Focus Groups with SE Practitioners
Planning for the Focus Group Meetings

a. Four focus group meetings with SE stakeholders were
organised after the research team had gathered
preliminary research findings from the other research
components. The participants were asked to comment
on the preliminary research findings and deliberate on
actions to be undertaken to address the development
needs of the sector as a whole.

b. The research team briefed the focus group participants
of preliminary research findings in relation to four
separate themes: (i) entrepreneurial orientation of
social enterprises; (ii) public perception and the need of
a rebranding exercise for the SE sector; (iii) training and
capacity building needs of the SE sector; and (iv)

A1-3



building of an ecosystem for promoting SE
development.

5.2 Data Collection

a. The four focus group sessions were conducted during
the period between October 3 and October 12, 2013,
and each session lasted for about two hours. The
number of participants ranged from 7 to 9 (a total of 31
participants joined the focus groups). Of the
participants, more than half of them were SE operators,
while representatives from the business sector, the
academia, and media and public were also present (see
Table 2). In order to encourage interaction and
stimulate discussion across sectors, the informants from
different backgrounds were mixed together in each
focus group.

Table 2

Types of Informants No. of participants
Academia 4
Business sector 9
SE practitioner 16
Media and public 2

b. All four focus groups were conducted at the HKCSS-
HSBC Social Enterprise Business Centre at Wanchai.
Facilitators would first provide background information
about the thematic topics and informants were then
asked to comment on the preliminary research findings.
Discussions were audiotape-recorded, while all
information is kept confidential and for research
purpose only.




Appendix i

Findings on the SE Questionnaire Survey

1. Key Survey Findings

1.1

a.

1.2

General

The first HAB sponsored Social Enterprise Survey was
conducted during the period from July 22 to September
21, 2013 using a self-administered questionnaire
distributed to local SEs in Hong Kong.

A total of 419 SEs (encompassing standalone entities as
well as projects affiliated to existing organisations) were
identified and invited to participate in the Survey. By the
end of the survey, 187 completed questionnaires were
collected, among which 174 were valid responses. The
valid response rate is 41.5%.

Of these 174 SEs, they are of various stages of
development. Around 64% of the SEs considered
themselves to be in the ‘growing stage’, 18.4% reported
to be in the ‘start-up stage’, 12.6% replied that they were
‘struggling and declining’. Only 5.2% of the SEs reported
themselves in the stage of ‘scaling up’ (Figure 1).

Most SEs in Hong Kong (89.1%) were founded with the
support of a sponsoring organisation, while just over 10%
are independent entities without organisational
affiliation (Figure 2). The sponsoring organisations can be
further divided into two categories: charities registered
under Section 88 of the Inland Revenue Ordinance (75.3%)
and those that are not registered as charity organisations
(13.8%).

Legal Form and Governance Structure

As for legal form, just over 60% of the SEs reported
themselves as a department/ project under a registered
charity, and 37.6% of the SEs were in the form of
registered company. There were only four SEs registered
as unincorporated society or cooperative society (1.2% or
only two each). The findings suggest that charitable
organisations play a pivotal role in incubating and
supporting social enterprises (Figure 3).

13

b.

1.4

The governance arrangements of SEs are more
complicated. After some investigation, we found it useful
to develop another categorisation based on an SE's
relationship with its sponsoring organisation. As shown in
Figure 4, the four types of SE include (a) stand-alone SEs,
(b) SEs developed by incubators and/or impact investors,
(c) SEs supported by private, for-profit enterprises, and (d)
SEs supported by NGOs.

The level of engagement of the sponsoring organisations
varies among these four types of arrangements. Type (a)
has no sponsoring organisation. Type (b) has an
incubator-like or impact-investor-like sponsor. The
sponsor usually supports the SEs at early stage but
normally does not involve much in the SE governance.
Lastly for Types (c) and (d), the sponsor is either a private
company or a NGO, and they usually take the SEs under
their shelter. Accordingly, they would involve intensively
in the governance and provide various kinds of support.

Social Missions and Target Beneficiaries

Most SEs (145 out of 174 respondents, or 83.3%) belong
to the category of work-integration social enterprise
(WISE) (Figure 5). Among those that have hired the
disadvantaged, a majority of them (60.6%) have a
workforce with over 60% disadvantaged employees
(Table 1).

For social objectives of SEs, “job creation for the
disadvantaged” (83.3%), “enhancing social inclusion”
(79.9%) and “fulfilling unmet social needs with new
services” (64.4%) were the top three social objectives of
the respondent SEs (Table 2). The overwhelming
percentage of employment creation for the
disadvantaged reflects the dominance of WISE in the
existing SE space. The survey findings also suggest that
most SEs aim to fulfill more than a single social objective
in their operation.

Business Nature and Mode of Operation

Business nature of SE is very diverse. The top three
categories are “food and catering related business

A2-1



15

(30.5%)", followed by “lifestyle” (28.7%) and “education
and training” (21.3%). SEs working on business support,
medical care, and eco-living amount to 14.4%, 13.8%,
and 12.1% respectively (Table 3).

With regard to mode of business operation, most SEs still
relied on traditional sales channels. Over half of the
respondents mentioned their major sales channel was
self-operating retail or service spots (55.2%), while 47.7%
of the SEs reported that they sold their products or
services through internal promotion in organisations and
companies (Table 4). Yet, as consistent with the case of
ordinary businesses, the mode of operation would vary
according to the nature of trades and industries (Table 5).

Also, as online purchase became popular, 37.9% of SEs
reported that online sales was a key sales channel, being
the fourth major sales channel utilised by the SEs. A few
SEs (2.3%) also pointed out their mode of business relied
on media or online social networks (Table 4).

Scale and Funding Model

Most SEs are small in size, as 60% of the responded SEs
employed 10 or less people. Only 2.9% of the responded
SEs hired more than 100 employees (Figure 6).

As for start-up funding, according to the survey findings,
almost half of the responded SEs indicated that they
began with HKD500,000 or less (Figure 7). The findings
reveal that three-quarters of the responded SEs (73.6%)
relied on a single start-up funding source, and the
remaining were supported by multiple funding sources
(Figure 8).

The majority of the responded SEs raised their initial
capital with “grant and donation” (74.7%). In addition,
43.1% of them reported acquiring the capital through
“self investment or private investment”. Loan, however,
was not a popular financing option for SE startups (10.9%)
(Figure 9).

Among the responded SEs who gained their start-up
capital from grant and donation, 57.5% got their funding
through government’s various funding schemes. This
figure was far more significant compared to other
potential funding options such as seed funding from
charitable organisations and foundations (10.3 %) or from
business donation (7.5%) (Figure 10).

Over 80% of the responded SEs reported a turnover of less
than HKD5 million, and 35.5% of the responded SEs had
an annual sales turnover between HKD1 million to 3
million (Figure 11). With regard to the financial
performance of the responded SEs, more than half of
them (62.9%) reported that they had achieved break-
even or had been making a profit (Figure 12).

2,

2.1

22

Noteworthy Features and Observable
Trends

Growth of WISEs and the Emergence of Non-WISE and
Non-588 SEs

The history of SEs dated back three decades ago and WISE
has been playing a leading role in the sector all along. The
first social enterprise, Lily Vale Cafe, was established in
1982. Qver the past 10-15 years, with start-up financial
support made available by various funding schemes
including the “Enhancing Employment of People with
Disabilities through Small Enterprise” Project (3E's
Project), and the Enhancing Self-Reliance through District
Partnership Programme (ESR Programme), significant
growth of WISE was observed over the past decade. Yet,
despite the significance and the continued growth of
WISE, in recent years we also witnessed the emergence of
SEs that are not WISE (Figure 5).

Also, SEs that are not affiliated with registered charities
(the so-called “non-Section 88" SEs) are emerging and
increased in number in recent years. Among the survey
respondents, there are 19 “standalone SEs” established
since 2007, while another 25 SEs were established by
private, for-profit sponsoring organisations since 2002
(Figure 13). Over the past five years (from 2009 to 2013),
31 “non-Section 88" SEs were established, compared to
66 “Section 88" SEs.

Interactions with Local Communities

In order to undertake a more thorough analysis of the
geographical distribution of the existing SEs, the research
team also drew reference to information contained in the
Social Enterprise Directory 2013 as compiled by the
HKCSS-HSBC SEBC.

For the service coverage of SEs, information contained in
the Directory indicates that just over 50% of the 407 SEs
contained in the Directory have been providing territory-
wide services, while the remaining SEs operate in
particular districts. Among those reported that they
served a specific district, most of them were clustered in
Tuen Mun and Yau Tsim Mong, while only few offered
service in Outlying Islands and Sai Kung (Table 6).

Two more questions in the survey questionnaire touched
upon the notion of the SE's relationship with the local
community. Only about half of the survey respondents
indicated  they have made contribution to
supporting/improving their localities (Table 2), and about
12% regarded “community” as one of the “top two
stakeholder groups” that were considered the most
consequential on the SE's operation (Table 7). Customers
(87.4%) and employees (78.2%) were perceived as the
top two stakeholder groups instead.
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2.3 Scaling-up vs. Struggling/Declining SEs

a.

On the question regarding the stages of development of
the local SEs, it was noted that around 5% of the
respondents consider they are in the process of scaling-up,
while a bit over 10% believe they are struggling or
declining (Figure 1). As we are interested in identifying
the possible growth areas of the SE sector as well as to
know about what segments are declining or struggling,
we further scrutinised the lists of the self-identified
scaling as well as the struggling/declining SEs.

0f the nine SEs who reported that they were reaching the
stage of scaling-up, three of them are WISEs in food and
catering businesses and all three of them were
established by NGOs in the rehabilitation field. The
remaining six SEs have diverse backgrounds and
operations. Three are startups or incubatees linked to
social investing. Two are community economic

3.

struggling businesses are WISEs, while the remaining
one-third include a mix of small sized SEs working in
various fields including fair-trade, lifestyle, education,
retail and even information technology. While the high
proportion of WISE is unsurprising (as over 80% of the
survey respondents are WISEs), we find the following
common features of the struggling enterprises: (i) they
are operating in some highly competitive market
environments; (ii) it seemed these SEs lack innovations in
their operation; and (iii) it seemed they also lack strong
community network to ground their operation.

Survey Findings on SE’s Entrepreneurial
Orientation

Relevant findings are presented and discussed in Chapter 3 of
the main report.

development initiatives working at the local communities.

The remaining one is an independent start-up established
by young college graduates in the education field.

There are 22 enterprises on the list of the
struggling/declining SEs. Around two-thirds of these

Figures and Tables

Figure 2: Sponsoring Organisation of SE %
Charity 75.3
Non-charity 13.8
No sponsoring organisation 10.9

Note: Valid responses: 174

4,

Survey Findings on SE’s Training and
Capacity Building Needs

Relevant findings are presented and discussed in Chapter 4 of
the main report.

Figure 1: Development Stage of SE %
Steady operation & growing 63.8
Scaling up 52
Struggling & declining 12.6
Starting up 184

Note: Valid responses: 174
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Figure 3: Legal Entity of SE %

Adepartment/project under a registered charity 60.1
™~

Society 1.2
(o-operative Society 1.2

Registered company 37.6

Note:
Valid responses: 174

Registered company includes company limited by share,
company limited by quarantee, and unlimited company

Figure 4: The Form of Relationship between SE and its Incubator

Incubator/impact
investor

1
Standalone ; ;
SE SE SE SE

a. Standalone SE b. SE developed by incubators or impact investors
Private NGO
Enterprise
— N
l SE l SE l SE l I SE
¢. SE supported by private, for-profit enterprises d. SE supported by non-governmental organisations

Figure 5: Type of SE (WISEs vs Non-WISEs) by Founding Year
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Table 1: Percentage of the Disadvantaged Employees in SE

Table 2: Social Objectives of SE

% of the disadvantaged Employees  Frequency (%) Social objectives (Multiple options) Frequency (%)
None 31 Job creation for the disadvantaged 145(83.3)
1%to 20% 1(7.7) Enhancing social inclusion 139(79.9)
21%t0 60% 45(31.7) Fulfilling unmet social needs with new 112 (64.4)
Above 60% 86 (60.6) services/service models
Missing Data 1 Advocate falr trade & ethical 104 (59.8)
consumption
Notes: Support/improve community or 95 (54.6)
1. The disadvantaged includes elderly, disables, unemployed, low income group regional service (E.g., Community
(includes the recipients of the Comprehensive Social Security Assistance (CSSA), baby-sitter)
low educated and unskilled workers, minority groups, immigrants and ex- ) )
offenders, etc.). Promote environment protection 95 (54.6)
2. Valid responses: 174 Promote educational development&  88(50.9)
support learning platform
Provide health improvement services 78 (44.8)
Promote creative arts and culture 58(33.3)
Others 3(1.7)

Table 3: Business Nature of SE

Note: Except “Promoting educational development & supporting learning
platforms” (valid responses: 173), the valid responses of each social objective

were 174.

Table 4 Major Sales Channels of SE

Business Nature (Multiple options)  Frequency (%)
Catering & food manufacturing 53(30.5)
Lifestyle 50(28.7)
Education & training 37(213)
Business support 25(14.4)
Medical care 24(13.8)
Eco product & recycling 21(12.1)
Creativity and scientific study 14.(8.0)
Domestic cleaning & renovation 12(6.9)
Fashion & accessories 9(5.2)
Logistic & auto services 8(4.6)
Others 8 (4.6)

Note: Valid responses of each category: 174

Sales channels (Multiple options) Frequency (%)
Self-operating retail or service spots 96 (55.2)
Through intermediaries 37(213)
Consignment sale 30(17.2)
Membership subscription 37(21.3)
Internal promotion 83 (47.7)
Trade fairs 67 (38.5)
Online Sales 66 (37.9)
Mutual sale with other partners 57(32.8)
Word of Mouth 9(5.2)
Media or online social media attracting  4(2.3)
potential customers

Others 2(1.1)

Note: Valid responses of each option: 174




Table 5. Sales Channels by Business Nature of SE

o £ )
gE g = o g - 2

.8 3 g v25 & g 2 s g€

=5 28 £2% %3 B2 3 £ 22 EE o

=¥ S < w.g k3 =] . £ S = =T} h
Self-operating retailor 7(77.8)  42(79.2) 6(50.00 3(37.5)  34(68.0) 11(524) 15(62.5) 6(24.0) 13(35.1)  5(357)  4(50.0)
service spots
Through 3(33.3)  13(24.5) 4(333)  1(125  14(28.0) 6(28.6) 3(125  6(24.0) 8(21.6) 3(21.4)  3(375)
intermediaries
Consignment sale 6(66.7)  11(20.8) 1(83) 1(12.5)  15(30.0) 5(238) 2(83) 4(16.0) 10(27.0) 1(7.1) 2(25.0)
Membership 2(222)  10(18.9) 2(167)  1(125)  18(36.0) 5(238)  5(208)  1(4.0 9(243)  4(286) 2(25.0)
subscription
Internal promotion 1(11.1)  27(50.9) 8(66.7)  4(50.00  25(50.0) 7(333)  9(37.5)  15(60.0) 17(45.9)  7(50.0)  4(50.0)
Trade fairs 3(333)  19(35.8) 7(583) 3(37.5  26(52.0) 9(42.9) 11(45.8) 9(36.0) 14(37.8) 5(35.7)  3(37.5)
Online Sales 5(55.6)  22(41.5) 5(41.7)  0(0.0) 23 (46.0) 8(38.1)  15(62.5 12(48.0) 17(45.9)  7(50.0)  4(50.0)
Mutual sale with other 4(44.4)  18(34.0) 6(50.00 1(125  21(42.0) 4(19.00 10(41.7) 8(32.0) 18(48.6) 6(429) 3(37.5)
partners
Word of Mouth 0(0.0) 0(0.0) 1(8.3) 0(0.0) 1(2.0) 0(0.0) 4(16.7)  2(8.0) 2(5.4) 0(0.0) 0(0.0)
Media or online social  0(0.0) 0(0.0) 0(0.0) 1(125)  1(2.0) 0(0.0) 0(0.0) 0(0.0) 2(5.4) 0(0.0) 1(12.5)
media attracting
potential customers
Others 1(11.1)  0(0.0) 0(0.0) 0(0.0) 2(4.0) 0(0.0) 0(0.0) 0(0.0) 1(2.7) 0(0.0) 0(0.0)

Notes:

1.Valid responses of each business nature: Fashion & accessories: 9, Catering & food manufacturing: 53, Domestic cleaning & renovation: 12, Logistic & auto services: 8,

Lifestyle: 50, Eco product & recycling: 21, Medical care: 24, Business support: 25, Education & training: 37, Creativity & scientific study: 14, Others: 8

2. Major sales channels and business nature of SE are both allowed to have multiple answers.

3. Number of SE (%)

figure 6: No. of Employees in SE

11-30

51-100
>100
| f =

Note: Valid responses: 174

Figure 7: Initial Capital of SE (HKD)
<500,000
510,000 - 1,000,000

1,010,000 - 2,000,000
2,010,000 - 5,000,000
> 5,000,000

Note: Valid responses: 150

31-50

264
57
4.6
2.9
60.3




figure 8: Diversity of SE Initial Capital %

Multiple sources 264

Single source 73.6

Note: There are 3 sources of initial capital, funding and donation,
self-investment and investment, and loan

Valid responses: 174

Figure 9: Type of SE Initial Capital

Sponsorship & donation
74.7%

Self-investment
and investment
from others

43.1%

Loan 10.9%

< Note: Multiple options N
Valid responses of each category: 174

figure 10: Initial Capital from Funding or Donation %
I‘ 0 |
| | Others 2.9
| n Donations from other SFs 0.6

| ‘ SE Competition or award scheme

4
|| m Donation from businesses 7.5
| ‘ Seed funding from charitable organisations & foundations 10.3

/ Governmental funding schemes 575
|LN Note: Multiple options

o Valid responses of each option: 174
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figure 11: The Total Turnover of SE
in the past financial year (HKD)

=<500,000

510,000- 1,000,000
1,010,000 - 3,000,000
3,010,000~ 5,000,000
5,010,000~ 10,000,000
10,010,000 - 25,000,000
> 25,000,000

Note: Valid responses: 155

Figure 12: Financial Performance in the past financial year

Big profit 1.3%

Big Loss
6.3%

Profit
31.4%

Note:

Financial performance after deducting all the
subsidies (e.g., subsidies from the government,
sponsoring organisation or other organisation)

Valid responses: 159

Loss 30.8% Break-even 30.2%
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Figure 13: Distribution of SEs: Types of Sponsoring Organisation and Founding year

B iy
[ Non- charity

B Nosponsoring organisation

Note:

Valid responses: SE with Sponsoring
organisation (Registered charity): 131,

SE with Sponsoring organisation
(Non-registered charity): 24,

SE with No sponsoring organisation: 19

S ¥§ 8 3 & 8 5 8§88 8 & 8 8 3 8 8 =2 g ¥ m s
2 2 2 2 2 R R R R R R KRR RR R R R R S
[ ] To1 3 1 2 2 1 3 6 4 7 6 14 14 13 15 15 12 1 131
[ ] o 0 o o0 0 o0 o0 3 0 1 2 1 1 1 4 4 2 5 0 24
[ 0 0 0 0o 0 0 0 0 503 19
Table 6: Distribution of Service Area Table 7: Most Important Stakeholders of SE (Maximum 2 options)
HK-wide 208 Overseas 4 Stakeholders Frequency (%)
Islands 2 Central & Western 18 Shareholders 10(5.7)
KwaiTsing 5 Eastern 6 Employees 136 (78.2)
North 5 Southern 5 Customers 152 (87.4)
Sai Kung 2 Wan Chai 16 Government 20(11.5)
ShaTin 19 Kowloon City 4 Community 21(12.1)
Tai Po 18 Kwun Tong 18
. Note: Valid responses of each option: 174
TsuenWan 8 Sam Shui Po 15
TuenMun 20 Yau Tsim Mong 20
Yuenlong 10 Wong Tai Sin 4

Note: Valid response: 407

Source: HKCSS — HSBC Social Enterprise Business Centre (SEBC).
(2013). Social Enterprise Directory.
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Appendix lll Summary Findings of SE Case Studies

CASE 1: MentalCare Connect A RE#ES

FACTS

Year founded
1996

Sponsoring organisation

The Mental Health Association of Hong Kong

Brief background

MentalCare Connect is one of the earliest Work Integration
Social Enterprises (WISEs) established in Hong Kong. It runs a
wide range of businesses including the Cheers Gallery Rehab
Shops Retail Network, Rehab Express Magazine, Rehab Express
Online Shopping Platform, Cheers Café & Bakery, Cheers Point
(collective purchasing service for staff unions of a few sizable
organisations), etc.

Starting from running convenience stores, MentalCare Connect
over the years has adopted the Blue Ocean Strategy to develop
new markets, venturing into areas that other competitors didn't
notice. It actively worked to expand the market for
rehabilitation, selling rehab products to patients at public
hospital premises. Later, facing intense competition, the SE saw
the need to expand and start other new businesses. Its
innovativeness and the service expansion strategy are crucial for
organisational survival and achieving financial sustainability. To
have a good staff mix, MentalCare Connect is open to recruiting
employees from the business sector, offering competitive
employment package and a career ladder for personal
development.

104 of 150

EX-MENTALLY ILL PERSONS

VALUE CREATION

Production

Ex-mentally ill persons account for nearly 70% of total
manpower of MentalCare Connect’s rehab stores. The SE helped
transform the lives of numerous ex-mentally ill persons by
offering them dignity and financial independence. MentalCare
Connect also procures from other social enterprises and NGOs,
henceforth contributing to the development of a wider social
economy network.

Consumption

The SE has enriched market information in the rehab field and
makes the purchase of rehab products more convenient. It does
not only operate retail shops inside hospitals, its rehab
magazine and the online shopping platform are also very
popular among customers in the rehab field.

Value appropriation

MentalCare Connect provides performance bonus to its
employees and also reinvests in business development.

MentalCare Connect serves as a testimony to other businesses of
the viability of hiring ex-mental patients in normal businesses.

79,268,485 HKD 21

REVENUE OF 2012 - 2013

SUBSIDIARY SOCIAL
ENTERPRISES




TIMELINE OF DEVELOPMENT

1998 The Mental Health Association of Hong Kong
opened its first convenience store, Cheers Gallery,
which was a simulated business for the ex-mentally ill
patients.

2003 Due to SARS, the business performance of
MentalCare Connect slided and thus the two stores
under the sponsoring organisation were merged into
MentalCare Connect so as to create the scale of
economies to reduce cost.

2007 Cheers Galleries were opened in Kowloon
Hopsital and Queen Elizabeth Hospital, being two
major revenue centers. Rehab Express Magazine and
the online shopping platform were established.

2011 The Hospital Authority Staff Co-op shop opened,
a pioneer of the organisational consumption scheme,
boosting the overall revenue of MentalCare Connect.

2012 MentalCare Connect celebrated its 10th
anniversary and won the re-tender of the rehab stores
in Kowloon Hospital and Queen Elizabeth Hospital.
The SE continues to explore ways to become more
financially sustainable.

The SE continued to venture into new consumption
markets that could create employment opportunities
for the ex-mentally ill. It seeks to create synergy by
merging its online and offline sales platforms, linking
up both through the publication of widely circulated
product catalogues. In 2013/14, the annual revenue
of the SE is approaching HKD100 million.

Though running a “simulated business”, the NGO
trained ex-mental patients who otherwise could
not find a job in the mainstream market.

MentalCare Connect was founded in 2002; it
applied for government funding and won the
tender to open a Cheers Gallery in a hospital. It
later on opened more Cheers Gallery stores in
hospitals and hired a CEQ from the business sector
to run the operations.

The SE became more independent and as an
experienced pioneer in the field, it adopted the
Blue Ocean strategy and expanded its market in the
rehab and healthcare field. The slim profit margin
was compensated by its scale of operation.

In 2009/10, the SE lost in the re-tendering exercise
for two major revenue centres, which was a painful
experience. It quickly opened a new store in the
community to compensate for part of the loss. At
the same time, the Rehab Express and the online
shopping platform developed into a major revenue
source.
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CASE 2:

Fullness Hair Salon Z&BXE2 iR

FACTS

Year founded
2001

Brief background

Fullness Salon is a Work Integration Social Enterprise where
young ex-offenders and marginalised youths work as juniors. Its
goal is to assist these youngsters to re-integrate into the society
and be able to find jobs to support themselves instead of taking
the path of degeneration and crime. Fullness Salon adopts the
apprenticeship model in which the senior stylists are also the
life coaches of the juniors and the senior stylists must have a
loving and patient heart in leading the juniors. The Salon’s
social mission is not to turn the juniors into senior stylists;
instead, it aims to support the juniors for two years so that they
could return to the mainstream labour market and spare their
training places for other newcomers.

It is like the public transit, where people get on and off. This
transformative train of life has been running for 13 years and
has gained valuable experience throughout this journey. The SE
has been sharing its valuable experience in management,
personnel development, and corporate governance and so on to
other likeminded WISEs.

OVER 50

JUNIORS TRAINED IN

13

VALUE CREATION

Production

Fullness offers training opportunities to the marginalised
youths so that they can have a stable and regular life schedule
and thus become more disciplined. Fullness also encourages the
young apprentices to pursue more advanced techniques and
skills, and to help them build confidence, self-esteem and more
importantly, hope and determination to seek a better life.

Inside Fullness, the employees have developed family-like
relationships. The juniors are able to develop true friendships
and find a supportive network inside Fullness. Even after they
left Fullness, they still came back often. And the feelings are
reciprocal. The senior stylists and the board members also got a
sense of fulfilment by helping the juniors and seeing them
follow a good path.

Consumption

Fullness also provides hair-cut service to the needy like the
elderly and the disabled.

Value appropriation

16% of Fullness’ revenue goes to the junior’s salaries; thus far
100% of the profit is reinvested into the chain salons to produce
more social good.

[
SHAREHOLDERS WITH VERY

YEARS OF OPERATING HISTORY

THE LAST 4 YEARS

DIVERSE BACKGROUND
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TIMELINE OF DEVELOPMENT

2001 The first Fullness Hair Salon was opened
by the Fullness Christian Vocational Training
Centre in Mongkok, hiring marginalised youth
or ex-offenders.

2008 Fullness Christian Social Enterprise Ltd.
was founded, being the first social enterprise
under a charity to raise capital directly from
investors.

2011 One of the three hair salons, which was
located in Tsing Yi, closed down due to
management difficulty.

2013 Fullness continues to operate two salons,
despite an earlier plan to establish more
branches. High rental and the lack of qualified
coaching stylists are the main obstacles.

Fullness chose to open a salon because it practices
workmanship, giving the youths the incentive to
work hard and see the hope. Service industry is also
more challenging since they need to learn how to
be polite and patient. In 2004, the first hair salon in
Mongkok moved to Sai Wan Ho to continue its
operation. In 2007, another hair salon opened in
Tsing Yi.

The board of Fullness Christian Social Enterprise
Ltd. are all volunteers with very diverse
background. The hoard has been deeply engaged
in the salon operation and very proactive in
learning, improving and self-evaluating. The board
would set a theme each year and strive to achieve
results.

The senior stylists need to have a high level of
commitment to coaching the trainees. The
difficulty in recruiting such senior stylists has
curtailed the expansion plan of Fullness Salon.

Fullness is very active in sharing its experience to
other social enterprises, even though it remains
very difficult to transfer its knowledge and
experience in serving the marginalised youths,
since it takes a high level of commitment and a
holistic package to effect the transformation.
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CASE 3

Happy Veggies %2

FACTS

Year founded
2009

Sponsoring organisation

Hong Kong Movie Star Sports Association Charities Limited

Brief background

Happy Veggies is a vegetarian restaurant employing the
hearing impaired, with 50% of its staff members having
hearing disability. Not only does it provide healthy vegetarian
food to its customers, it also promotes social inclusion through
interactions of its disabled employees and the customers. In
Happy Veggies, you can find waiters wearing green and yellow
uniforms, which is to differentiate the hearing impaired and the
able-bodied employees respectively. The shop managers have
paid a lot of attention in managing staff relationships, and as a
result the SE has created a family-like culture. The turnover rate
of hearing impaired employees is zero percent. Working to
debunk a common misconception in restaurant businesses,
Happy Veggies has demonstrated that the hearing impaired can
also serve at the front line of service with outstanding
performance.

The SE has achieved operational excellence and has been self-
sustainable in its first year of operation.

6,000,000 HKD

200,000

VALUE CREATION

Production

Happy Veggies is a WISE. However, the SE does not see hearing
impairment as a weakness but instead, they consider it a
strength and work hard to help the hearing impaired realise
their full potential. The SE enables the hearing impaired people
to achieve economic independence and self-confidence. It also
creates a supportive social network for its hearing impaired
employees.

Consumption

Happy Veggies promotes healthy vegetarian diet through its
exquisitely designed menu.

Value appropriation

Happy Veggies’ profit goes to the bonus of its employees and
also a reserve for service expansion and development.

(reating jobs for the hearing impaired helps improve their
financial situation and their family relationships.

The SE embraces a sharing culture and openly shares its
experience with other restaurant operators. It has successfully
changed the mindset of other restaurant owners and led them
to hire the hearing impaired.

Over 10%

ACCUMULATED NUMBER
OF CUSTOMERS

INCOME GENERATED IN 2012

SALARY INCREASE ANNUALLY




TIMELINE OF DEVELOPMENT

2009 The idea of establishing Happy Veggies
was first conceived and the sponsoring
organisation  successully applied for a
government matching grant.

2010 Happy Veggies was opened in Wanchai
and achieved breakeven in the first month. Itis
a vegetarian restaurant aiming at hiring the
hearing impaired.

2011 The restaurant was forced to suspend its
business due to an operation crisis. A new
supervisory team was brought in and the SE re-
launched its services.

2013 The Wanchai restaurant has been

profitable and Happy Veggies is planning for
expansion.

The founders of Happy Veggies saw bright spots in
hearing impaired people, for example, their big
smiles and eagle eyesight leading to better
attention to customers’ service needs and requests.
To kick start, Happy Veggies partnered with Silence
(BEE) for recruitment and staff training.

The first manager and the chef left Happy Veggies
to pursue new opportunities. The SE was forced to
close for a month but the overall management was
strengthened after the directors brought in a new
supervisory team. Because of its social mission and
excellent service, more and more people dine at
Happy Veggies. It has been generating profits ever
since.

Happy Veggies has set a great example for
restaurants to hire the hearing impaired and its
model has been replicated by other operators. Its
founders are happy to see this “scaling-out” of
impact. Happy Veggies is also planning to expand
its own operation having accumulated operational
and managerial experience. It is conceived that the
current restaurant will serve as a training base for
grooming the new staff recruits for its coming new
restaurants.
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CASE 4: Senior Citizen Home Safety
Association (SCHSA) REZEIFE

FACTS

Year founded
1996

Brief background

The Senior Citizen Home Safety Association (SCHSA) has been
providing safety as well as other assistance services, including
the Personal Emergency Link Service (PE Link), the Mobile Link
Service, Safety Phone (with special features tailored for elderly),
EasyHome Service etc., to its elderly users Its history is a
testimony on how the SE has managed to address the evolving
needs of the elderly population in Hong Kong, from attending
to the emergency needs of single elders, to providing emotional
support, to developing smartphones and mobile apps in helping
elderly people better connect with their family members. Over
the years, it has expanded the community of target service
users from solitary elders to the wider elderly population and
beyond. Along the way, innovative products and services have
been developed using appropriate technology. The success of
SCHSA is the result of its strong network of community support
and its sensitivity to the needs of the elderly. Being a Section 88
charity, SCHSA is committed to offering help to those elderly
who cannot afford the PE Link service and it has garnered
strong support from donors and volunteers throughout all these
years.

6,902,816
ACCUMULATED NUMBER OF

CALLS SEEKING FOR CARE OR
SUPPORT SERVICES

PAW
ACCUMULATED NUMBER OF PE
LINK CHARITABLE PROGRAMME
BENEFICIARIES

VALUE CREATION

Production

SCHSA has developed a one-of-a-kind, highly professionalised
team of service professionals addressing the multifaceted needs
of the elderly. It also serves as a unique platform allowing
different community segments to contribute their resource
inputs (technology firms, (SR teams of businesses, volunteers,
government) to develop services that otherwise could not be
produced by a single sector.

Consumption

The PE Link is a much needed emergency service that SCHSA has
been successfully delivering at scale, making it affordable to
solitary elders in poverty (with the support of donations and
government indirect subsidies).

In recent years, SCHSA draws its attention to developing
innovative products to meet the changing needs of the “new
generation seniors”, addressing the all-round well-being of the
elders.

Value appropriation

SCHSA is a surplus generating but non-profit organisation. All of
the profits go back to the organisation for reinvestment into
services.

SCHSA is also developing educational projects like the Life
Journey Centre to educate the public on appreciation and
respect to the elderly, so as to promote a caring culture in our
society.

66,911

ACCUMULATED VOLUNTEER
SERVICE HOURS




TIMELINE OF DEVELOPMENT

1996 Senior Citizen Home Safety Association
was founded; Personal Emergency Link (— 43
188 2 22 §8) was its core service.

1999 The Elderly Ring Hotline Service (& %&
#5) was introduced to answer questions and
chat with the elderly, provide emotional
support, and offer basic counselling service.

2008 Established the Mobile Link (g5 )
and Tele-Health Link (BRENIE) services;

launched the EasyHome Service (53K 53) the
following year.

2010 Began marketing of the first generation
Safety Phone (32 22 FF-1%).

2013 Launched mobile apps e-See Find (&5 &
11y) and e-Care Link (B8 SE22). SCHSA also
moved to its new service complex that also
features the spacious Life Journey Centre (&£
p 15 R ER).

The death of 150 solitary elderly over a sudden cold
spell during the winter of 1996 led to the creation
of SCHSA and the PE Link service to address the
emergency needs of single elders living alone in
the community.

SCHSA subsequently found out that many elders
did not call for emergencies, but for random chats
and emotional support.

SCHSA in 2002 started to proactively stay in touch
with the elderly through the Elderly Ring Hotline. It
also published the Golden Age Magazine and
launched the EasyHome business. In 2008, in
cooperation with CSL, SCHSA developed the award-
winning Mobile Link Service helping the elderly to
enjoy safe outdoor activities.

As mobile technology becoming more popular,
SCHSA introduced different versions of Safety
Phone for the elderly, from earlier versions of
unfussy phones of black-and-white screens to the
more recent multi-function smart phones.

SCHSA’s latest plan is to go above and beyond the
provision of safety and emergency services in
favour of positive ageing and the cultivation of a
loving and caring culture in looking after our senior
citizens. The SE continues to partner with
telecommunication companies to develop creative
products to address the needs of elders and their
family members.
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CASE 5

Diamond Cab 1Y

FACTS

Year founded
2010

Brief background

Diamond (Cab operates wheelchair friendly taxi service,
addressing an existing service gap for high quality point-to-
point public transportation for wheelchair users.

The social enterprise pooled the initial capital to purchase 5
vehicles from Japan and collaborated with a taxi license holder
to launch the special taxi service. It rented out the five cabs to
self-employed taxi drivers, who were given special training
before the launch of the service. Running a centralised call
centre, Diamond (ab receives pre-orders and dispatches the
orders to the taxi drivers. High operating cost means that at
present only the middle class or above can afford hiring the
wheelchair taxis. Yet, the SE works proactively to leverage
resources from foundations and the business sector to sponsor
low-income wheelchair users to use the taxi service in special
occasions.

In 2013, the sixth Diamond Cab was brought in by a social
investor who looked for both social and financial returns in
investing in the social enterprise. Currently, 97% of the
bookings are made by wheelchair users and passengers with
over-size luggage.

36,000

ACCUMULATED PERSON-TIMES

30,000

VALUE CREATION

Consumption

Diamond (Cab  provides high-quality  point-to-point
transportation service at a reasonable price for wheelchair users.
It provides a means of public transportation for the disabled
that is safe and convenient and thus increases their mobility
and allows them to have a more active social life.

Value appropriation

Diamond Cab is an active advocate for the creation of a barrier-
free environment for wheelchair users. It shares information
with and urges relevant government departments to develop
more barrier-free passages. It also sets an example for other
transportation providers to improve barrier-free devices.

80%
INCOME FROM

ORDERS IN 24 MONTHS

OF SERVICES

WHEELCHAIR USERS
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TIMELINE OF DEVELOPMENT

2010 Diamond Cab was established after
founder Doris Leung explored alternative
business models for providing point-to-point
barrier-free  transportation  services  for
wheelchair users.

2010 Five vehicles tailored for wheelchair users
were imported to Hong Kong. Diamond Cab
partnered with an existing taxi operator which
rented out 5 licenses to the service venture.

2011 The vehicles were put into service in
Kowloon, filling 160 orders in the first month.

2013 The sixth Diamond Cab was in service
which mainly runs on Hong Kong Island.

With the back-up of Social Ventures Hong Kong,
founder Doris Leung raised the initial capital of $3
million (with a bank loan of $1 million) to launch
the social enterprise. Other shareholders include
taxi operator, elderly home operator, and
individual investors. Many professionals and
knowledge volunteers offered their time and
energy to realise the business with Doris.

One of the biggest challenges for the start-up was
to obtain the expensive taxi licenses which cost up
to HKD 6 million per license. The problem was
solved after one of the biggest taxi operators in
town agreed to rent out the licenses to the first five
Diamond (abs. Doris then recruited the self-
employed, professional taxi drivers through the
Vocation Training Centre.

As a social enterprise, Diamond Cab caught a lot of
media attention and got good media coverage,
which represents a cost-effective way of doing
marketing. High operating cost is still a major
challenge, and so is the uncertain rate of wear-
down of the five vehicles. To enhance its impact,
the SE seeks to forge partnerships with a lot of
NGOs and corporations. Lately, the SE also
launched Diamond Leisure — a new initiative to
organise and share information on barrier-free
travel and entertainment activities for wheelchair
users.
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CASE 6: Light Be (Social Realty)
/% (HEHE)

FACTS

Year founded
2010

Brief background

Light Be aspires to break new ground in the fight against
poverty by way of providing secure and low-cost alternative
housing to the needy families. Founder Ricky Yu believes that
righting the housing problem of the low income families can
help them alleviate stress and allow the poor to find the way to
get out of poverty.

Light Be considers that many residential flats are left idle in
Hong Kong and there are owners who would be willing to lease
their apartments to the needy families if there is a trustworthy
agent who could serve as the middleman to do the matching.
Light Be proves that this belief is a reality.

At its first stage of development, Light Be focused on helping
single-parent families and it identified such families with the
help of some NGOs. Under this model, around 2 to 3 families
would share one Light Home (normally apartments with 2 to 3
bedrooms). Light Homes serve as transitional housing for these
families and the tenancy period is 3 years maximum. During
this time period, Light Be will not only manage the tenancy on
behalf of the landlords, but it would also offer support to each
family, addressing their immediate needs and helping them
develop a plan so that they can leave the Light House and
become independent in three years’ time.

9

LIGHT HOMES IN 2013

VALUE CREATION

Production

Light Be provides the property owners with guaranteed rental
income. Though it is only about half of the market-level rent,
the owner can get a financial return rather than just leaving the
property idle. It puts the residential units into productive use
and in the process generates social returns to the landlords.

Consumption

On the consumption side, the low-income families certainly
benefit a lot since the Light Houses would provide them with a
much better living condition compared to what they can afford
in the market.

The improvement in living condition helps relieve their anxiety
and other negative psychological impacts, and allows them to
develop a more positive attitude in dealing with their poverty
situation. It is also beneficial to the children’s growth. What's
more, since the Light Houses are shared by 2 to 3 families,
mutual support and social capital could be developed amongst
the families. Other support services have also been organised by
the social enterprise.

21

FAMILIES LIVING AT LIGHT HOMES IN 2013
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TIMELINE OF DEVELOPMENT

2010 Founder Ricky Yu forewent his high-pay
executive job and founded Light Be. Ricky

decided to change his own life while hoping to
change the lives of many.

2011 Light Be teamed up with Social Ventures
Hong Kong and became an incubatee of SVhk.

2012 Light Be set up the first Light Home,
benefiting three single-parent families.

2013 The number of Light Homes increased to
9 and the SE began sharing its impact stories
with the media and the wider public.

Ricky decided to tackle poverty through addressing
the housing issue. He invested his own time and
money to study the idea of creating affordable
housing for low-income, single-parent families by
matching them with landlords who are willing to
help. Talking to both the potential landlords and
the low income families, Ricky tried to gather the
skills and knowledge as a real estate agent and a
social worker.

Ricky found out that he was not alone. He got to
know more likeminded changemakers in the SE
field, and he partnered with and received back-up
support from Social Ventures Hong Kong to launch
Light Be. He approached the first landlord who was
willing to lease out his property at about 50% of
the market rental. Ricky found his first investor.

Extensive media coverage of the success stories of
the first Light Home attracted other landlords to
enquire about the Light Be model, and some
signed up immediately. The rippling effect was
beyond Ricky’s imagination. It signalled the
opportunity to scale-up rapidly but Ricky sought to
maintain a human-centric approach in delivering
his support to the low income families, and faced
the challenge in recruiting employees who need to
have good understanding of both the property
market and the conditions of the low income
families.
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CASE 7

Dialogue in the Dark (DiD HK)

o i FR YR

FACTS

Year founded
2008

Brief background

Dialogue in the Dark (DiD HK) is a franchisee of the Dialogue
Social Enterprise in Germany. It provides edutainment (a
combination of education and entertainment) to its customers.
The two co-founders Patrick Cheung and KK Tse travelled to
Germany to learn about the model and brought it back to Hong
Kong. DiD HK is now one of the most successful social
enterprises, attracting a large number of visitors and workshop
participants every year.

From the start, the two co-founders envisioned making DiD HK
a local demonstration case of an investor-owned social
enterprise that is impactful and financially sustainable. It did
not seek government grant or donation funding, but instead
raised its start-up capital from a network of social investors. As
a learning organisation, DiD HK encourages its staff to
experiment and to learn from their mistakes, while maintaining
open communication channels within the organisation. It
practices shared leadership and continues to promote new
innovations every year. It has built not only a strong SE brand
but also a bottom-up development model that continuously
drives organisational innovations.

16,000,000 HKD

REVENUEIN 2012

170,000

ACCUMULATED VISITS FROM
2010702013

VALUE CREATION

Production

DiD HK utilises the strengths of the visually impaired people so
as to empower them and improve their self-esteem. Lately, it is
pondering a new move to go beyond employment integration
to supporting the disabled people to develop their own social
ventures in merchandizing as well as exploring new
opportunities in “non-visual creation”.

Consumption

DiD HK enhances people’s understanding and empathy towards
the visually/hearing impaired. It has inspired numerous visitors
and workshop participants in appreciating the strengths of the
disadvantaged people and changing their long-held
misperceptions towards deaf and blindness.

Value appropriation

DiD HK pays dividends to its social investors after surplus
revenues are set aside for reinvestment into services (DiD HK
internal reserve fund for service development) and for doing
social good (via the separate charity vehicle DiD Foundation).
DiD Foundation would apply the surplus revenue to help
disabled people to realise their personal goals. DiD HK also has
formed its own corporate volunteer team which serves other
disadvantaged groups like the elderly.

54

HEARING/VISUAL IMPAIRED
EMPLOYEES
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TIMELINE OF DEVELOPMENT

2008 The two co-founders travelled to
Germany to study the DiD model and founded
DiD HK. A private fund-raising exercise was
arranged to gather the start-up capital from a
group of social investors. It began to offer
executive training workshops.

2009 The experience centre in Mei Foo was
completed and later became a touristic
attraction and popular educational destination.

2010 DiD HK achieved breakeven. The world's
original Concert in the Dark was conceived and
first presented.

2011 Dialogue in Silence was founded and
began conducting workshops in schools and
corporations.

2013 DiD HK is considering offering support to
other new social start-ups working in similar

domains to enhance social inclusion and
provide employment for the disabled.

To test the market, DiD HK first developed the now
highly popular DiD executive training workshops. It
was highly successful and it did not require a large
initial capital injection. The risk was low while the
return was high.

DiD HK is an innovative, learning organisation and
over the years it has experimented many
edutainment activities. For example, it tried “Blind-
dating in the Dark” which was not well received,
while “Wine Tasting in the Dark” and “Dinner in the
Dark” were both successful. Concert in the Dark was
sensational and won the hearts of the audience.

DiD HK developed the sister programme — Dialogue
in Silence. The programme is highly flexible with
its settings and is delivered mainly through
workshops. Silence le Cabaret is another spin-off
innovation which is a live performance delivered in
complete silence.

Lately, DiD HK is considering ways to further
strengthen its brand value and to produce greater
impact through partnerships and collaborations.
Partnering up with a local design label, it plans to
venture into merchandising business to market DiD
endorsed products. The SE is also exploring
possibilities to incubate new social ventures
created by hearing/visually impaired people.
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CASE 8

L Plus H Fashion Limited

FACTS

Year founded
2010

Brief background

The corporate slogan of L Plus H Fashion Limited is “With the
Community, For the Community”. The name “L plus H”
embodies the belief that love and hope can have a positive
impact on its employees and customers. The founders of the
company adopted the Community Interest Company (CIC)
model originating in the UK to set up the company, and it
aspires to produce both social and financial returns for its
investors.

L Plus H employs middle-aged women who used to work in
knitting factories in the past but were laid off when the
manufacturing industry moved north to mainland China during
the 1980's. Unable to compete over price, L Plus H targets the
high-end knitwear market which has a higher profit margin
while at the same time also demands for better quality skills,
techniques and craftsmanship.

L Plus H follows the rules of CIC in implementing dividend cap
and asset lock: (a) Dividend cap means the SE could only
distribute up to 35% of its net revenue as dividends to its
shareholders while the rest must be applied for serving
community interests; (b) In asset lock, it means corporate assets
must be retained by the company (and not to be appropriated
by the shareholders), with the exception that the assets being
transferred to other (ICs or charities under special
circumstances.

8,000-10,000

KNITWEARS PRODUCED PER MONTH

VALUE CREATION

Production

L Plus H helps the skilled workers who got laid off return to the
manufacturing industry and in the process to gain dignity and a
sense of self-actualisation. The mix of staff from different age
groups (e.g. young designers and middle-aged workers)
promotes inter-generational communication and integration.
The SE also organises occasional educational talks during lunch
time for the factory workers.

Consumption

L Plus H aims to revive the “Made in Hong Kong” brand and to
add diversity to Hong Kong's industry and economic
development. The factory puts heavy emphasis over quality and
technique. Customers would be invited to join open talks
organised in its retail shop in Central and delivered by
community figures supporting the mission of the SE. The
customers would be able to learn about the stories behind the L
Plus H brand.

Value appropriation

L Plus H also actively engages in community services. It
distributed free sweaters to the underprivileged through the
grassroots NGOs. The We R Family Foundation, set up by
shareholders of the SE, supports some 700 children from low-
income families to receive private tutoring.

In 2013, L Plus H Creations, a sister social enterprise, engaged
underprivileged school students in the production of a musical
play, helping the students realise their potential and enhance
their self-confidence.

Over70
EMPLOYEES IN DIFFERENT AGE GROUPS
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TIMELINE OF DEVELOPMENT

2008 L Plus H was registered in Hong Kong
under the Companies Ordinance. The
Company's M&A was drafted with reference to
the Community Interest Company legislation in
the UK.

2009 The 12,000 sq. ft. factory space was set
up in Tuen Mun, with a 6,000 sq. ft. Knitting
Workshop & Design Centre.

2010 The Love Plus Hope retail shop opened in
Central.

2013 L Plus H Creations, a social enterprise
that serves underprivileged teenagers through
arts and character education, presented the
musical play "The Awakening".

L Plus H's core competence lies in its advanced
production techniques and high quality products.
Since its inception, the SE adopted modernised
factory management and inventory system,
demanding its employees to enhance their skills
and technique, and seek continuous improvement.

In 2009, L Plus H made the first shipment of knit
wear to Europe. At present, 90% of L Plus H's
products are for export to Europe, America and
mainland China, while 10% are sold in the retail
market in Hong Kong. Other than just serving as
OEM, having retail operation in Hong Kong
enhances L Plus H's in-house design and R&D
capability, as well as its sensitivity to fashion trend.

L Plus H is committed to contributing to the local
community. At the business side, it works hard to
build its brand identity and its corporate value in
aspiring love and hope. The SE also actively
engages in community services, as it constantly
communicates with its customers and supporters
the contents of its social services and philanthropic
activities using both traditional and social media.
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CASE 9:

Ground Works T {E15

FACTS

Year founded
2007

Sponsoring organisation

St. James' Settlement

Brief background

Groundworks promotes local food production and connects
consumers with food producers. The social enterprise sells
organic vegetables grown by local farmers and processed food
products made by the Wanchai kaifongs (the local residents). It
also prepares traditional food for festive seasons using high
quality ingredients and following traditional recipes.

Ground Works" processed food products are all hand-made,
healthy, environmentally friendly and of very high quality. Its
food processing unit is located in Wanchai and it hires the
kaifongs living nearby who get paid by money and time
currency. Its top sellers are the “three candies and three pastes”,
namely candies/pastes made by sesame, peanut and cashew
nut. Residents and kaifongs can make their purchases using a
combination of cash and time currency.

Ground Works is a project of community development and it
helps consumers to rediscover their relationships with farmers
and food producers, and as well the real tastes of traditional
food products.

1,233,575 HKD

VALUE CREATION

Production

Ground Works mobilises kaifongs in the local community,
especially women who could only work part-time in flexible
hours, to earn extra income while at the same time still manage
to take care of their families. The opportunity to work means
not only empowerment, but also community support and an
enriched social life.

The local farmers and other ingredient suppliers benefit from a
fair procurement price and healthier farmlands without the use
of pesticides and chemical fertilisers.

Distribution

Ground Works introduces the time currency (a kind of Local
Exchange Trading System or LETS) to facilitate low income
families to participate in alternative economic activities.

Consumption

Customers can enjoy high quality food products and get to
know about where their foods come from and how their foods
are produced. They need not worry about food safety issues.

Value appropriation

Profit generated is distributed evenly to the kaifong workers
and for reinvestment into service. The SE builds a robust
community by creating the economic and social occasions for
the residents to get together and interact.

8,869 51

LABOUR HOURS CONTRIBUTED
BY KAIFONGS IN THE
NEIGHBOURHOOD

SALES REVENUE OF
2012-2013

PARTNERED
SHOPS/ORGANISATIONS




TIMELINE OF DEVELOPMENT

2007 Ground Works was founded and started
its fresh vegetables delivery service. It was co-
managed by St. James Settlement and the
Wanchai kaifongs.

2008 Ground Works moved to its present
location in Wanchai with a food processing unit

and a storefront area for selling vegetables and
other food products. The storefront has now
become a community hub.

2009 The SE undertook organisation
restructuring and created over 20 stable
positions for the kaifong workers in Wanchai.

2012 Ground Works partnered with the
commerical food retailer HealthWorks ({5

TE).

2013 Ground Works achieved financial
sustainability and was planning expansion.

Ground Works connected with local farmers and
served as a sales channel for them to market the
locally grown organic vegetables. Later it needed
to abandon the direct delivery service due to
operational difficulties. The project is a practice of
community-supported agriculture (CSA) and local
residents were hired to make the delivery system
work.

With the new food processing unit and the
storefront, Ground Works can produce and sell
more food products. It closed down the mushroom
production operation and focused on food
processing. The kaifongs were heavily involved in
food production, R&D, as well as the daily
operation and management of the food processing
unit and the storefront.

The partnership with HealthWorks helps the SE
expand its sales channel and increase market
presence. Some of the food products are now sold
at the HealthWorks retail stores using a private-
label design.

Ground Works finally achieved breakeven but it
would like to scale up its operation and social
impact. Market and expansion capital are the major
challenges.
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CASE 10: NAAC Alternative Human
Resources Market

M

IBEEEAATIS

FACTS

Year founded
2005

Sponsoring organisation

The Neighbourhood Advice-Action Council (NAAC) Shatin
Service Centre

Brief background

The NAAC Alternative Human Resources Market aspires to
create family-friendly work opportunities with flexible working
hours that could better accommodate the situations of single
parents who need to take care of their families and cannot take
up the long-shift jobs that are more abundant in the labour
market.

In collaboration with 50 organisations, the platform provides
matching for 20 types of services including patient escort
service, house cleaning service, haircut service, etc. The slogan
of the Alternative HR Market is decent jobs, work with dignity,
and community sharing (BEE T{E, BE%EN, 4L
=)

240,000 HKD

INCOME GENERATED MONTHLY

1,700
SERVICE USERS MONTHLY

VALUE CREATION

Production

The Alternative HR Market creates job opportunities which are
more flexible for the single mothers. They gain dignity and self-
confidence through work integration. Members of different
service groups are encouraged to form quasi-cooperatives and
the single mothers were given opportunity to develop
organisation and people skills.

Consumption

Service users could enjoy affordable personal social care services
which could be very expensive in the open market. Since the
services are local and community-based, service users also build
good relationships with the caregivers.

Value appropriation

The Alternative HR Market charges a 5% administrative fee in
providing the matching service. All surplus revenue goes to
members. Working in the local community, the platform also
helps strengthen the emotional bonds as well as the
community support network for the low income families. The
accumulation of social capital is substantial.

120
SERVICE PROVIDERS MONTHLY
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TIMELINE OF DEVELOPMENT

2001 Centre for Single-Parent Families:
Providing vocational training to single parents.

2002 Centre for Single-Parent Families:
Providing family-friendly community service
volunteering opportunities for single parents.

2005 Launched the Alternative Human
Resources Market by matching demand and
supply for flexible human resoruces in the local
community.

2011 Transformed the service teams into a
number of quasi-cooperatives, with the
promotion of self-management.

The Centre discovered that the mainstream labour
market cannot cater for the special circumstances
of the single parents who cannot afford to take up
full-time jobs. Providing vocational training to the
single parents could not solve their problem.

In 2004, NAAC applied for Community Investment
and Inclusion Fund to launch a new service
platform — the Alternative Human Resources
Market in order to create “family-friendly” job
opportunities for the single parents.

In 2009, NAAC applied for the ESR Fund to further
sustain the development of the Alternative Human
Resources Market. Members of different service
groups were encouraged to form quasi-
cooperatives. The single mothers were given
opportunity to develop organisation and people
skills.
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Appendix IV

Summary Findings of Public Opinion Poll
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