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Social Enterprise (Au, 2015)

SEs have been asked to undertake a lot of tasks and fulfill a
lot of expectations.

Work Integration and Poverty Alleviation: In addressing
the unemployment problem of people with disabllities, 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.




Social Innovation and Problem Solving

As more and more practitioners came to embrace the
iIdea 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, SESs
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.




Social Capital and Community Building

A less-discussed and more indirect policy directive In
driving the development of SEs iIs 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




Understanding the Value Creation Process
of SE

Our understanding of the value creation process of SEs is rather
shallow and one-dimensional.

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.

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.




SE sector’s brand identity and sector-wide
brand-building

SE sector’s brand identity should in some way be connected with
the plurality of values that are being produced by the different kinds
of SEs currently in operation.

ISE 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.




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. There have also been
efforts within the SE sector to develop registration or accreditation
systems for certifying SE.

* These 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.




Specific legislation for facilitating the
establishment of SEs

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 that formal legal identity could
greatly enhance public recognition and acceptance of SEs.




Management of various funding schemes
supporting SEs

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.




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.

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.




The study

HEBHLMER

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.




Projection of future development

The next generation of WISE;

SEs addressing the bottom of pyramid (BOP) and
shunned markets;

SEs adhering to the collaborative consumption/sharing
economy movement;

SEs adhering to the broader social economy movement




Contribute to social value creation

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.




Value creation process

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 proo
the SE’s economic va

uction-distribution-consumption ties of
ue chain and henceforth allow for the

rediscovery of socia

relations behind economic activities.




Advancement of the SE movement in Hong
Kong

Encouraging social innovation for public problem-
solving

Facilitating multi-stakeholder participation in SE
development

are two themes that the Government should proactively
pursue In its effort to support the advancement.




Recommendations

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.

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




Process of value creation




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.

MentalCare Connect (MCC)
Fullness Salon

Happy Veggies




Consumption

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 managed to transform
existing markets.

Examples include SEs that aspire to provide useful and affordable
services to the BOP market.

Senior Citizens Home Safety Association (SCHSA)
Diamond Cab
Light Be (Social Reality) Limited




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).




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.




Surplus allocation

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 reinvestment into the
SEs and henceforth perpetuate their social missions.




Value Creation across Multiple Domains

Many successful SEs would simultaneously create values
across multiple domains.

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.

Dialogue in the Dark (DiD)
L Plus H Fashion Limited (L Plus H)




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.

Ground Works of St. James’ Settlement

The NAAC Alternative Human Resources Market (NAAC Alternative HR
Market)




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
guestion 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.




Soclal Business

(Yunus, Moingeon & Lehmann-Orteqga,
2010)




Social business vs. profit maximizing
business

Financial profit maximization

A
Profit
Maximizing
Businesses
No recovery Repayment
of invested < » of invested
capital capital (self
Not for Profit Social sustainability)
Organizations Businesses
v

Social profit maximization

Figure 1: Social business vs profit maximizing business and not for profit organizations




Three components of a business model

Value Proposition Value Constellation
Customers < » Internal value chain
Product / Service External value chain

Profit Equation
Sales revenues

Cost structure
Capital employed

Figure 2 : The three components of a business model




Challenging conventional wisdom

Basic assumption

New recipe

Partnership

Experimentation

Grameen | Money cannot be lent Being close to the From 1983 to The project started
Bank to poor people at lender involves a 1995, Grameen | in avillage in 1976
decent rates since they | social pressure that Bank relied on with total loans of
are not able to offer ensures repayment donor money $27 before being
collateral rolled out all over
Bangladesh and
other countries
over the world
Grameen | Buying power in Grameen Ladies own | Telenor, the Grameen Phone
Phone developing countriesis | the phone, buy Norwegian extended the
too low to build a discounted air time incumbent network step by

profitable wireless
network

in bulk and sell
minutes on their
own phone to users
when needed

step




Grameen
Veolia

In developed countries,
water treatment
factories with a high
level of technology,
recycling water and
ensuring maximum
water quality.
Distributing water
through taps located
inside people’s homes;
and sometimes, in
emerging countries
through public water
fountains in villages

Construction of a
much simplified
water plant,
recycling surface
water. Prepaid card
payment system.
New distribution
channel for isolated
locations: rickshaws
driven by “Grameen
boys”

Veolia (French
company), one
of the global
leaders in water
services

Fine tuning of the
model in Goalmari




Grameen
Danone

High end dairy products
benefiting from a strong
brand image supported
by heavy marketing
investments.

The production is
centralized in large
factories, enabling high
economies of scale.

The products are
shipped towards
distribution platforms
and mostly sold through
food retailers

An easily available
and affordable dairy
product, developed
to fulfill the
nutritional needs of
children in
Bangladesh.
Grameen Bank
grants micro-loans to
farmers to buy the
cow needed to
produce the milk
locally; Milk is then
transformed in a
small factory, and
distributed door-to-
door by Grameen
ladies

Danone, one of
the world’s

leading healthy
food companies

First plant in Bogra
serving families
within a 30 km
radius




Danone’s conventional business
model

GDFL ‘s business model

Value proposition

High-end products

Emphasis on lifestyle

Strong brand name through
advertisement

Low price

Fulfillment of basic nutritional
needs

Grameen Brand Image

Value constellation

Centralized purchasing and
production (economies of scale)
Logistics towards distribution
platforms

Sales through food retailers
Storage by end consumers

Local supply of raw products

Local production

Direct door-to-door sales through
Grameen Ladies

Limited storage by end consumers

Table 2 : Danone vs GDFL’s business model components




Social Profit Equation

Nutritional profit
Employment profit
Environmental profit

Value Proposition
Customers

Product / Service

Economic Profit Equation

Sales revenues
Cost structure
Capital employed
= No economic loss
(full recovery of capital)

Figure 3 : The components of a social business model

>

Value Constellation

Internal value chain

External value chain
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International Cooperative Alliance

Cooperatives around the world generally operate according to
the same core principles and values, adopted by the
International Cooperative Alliance in 1995.

The International Cooperative Alliance Is a global membership
association of co-ops and co-op support organizations.

Cooperatives trace the roots of these principles to the first
modern cooperative founded in Rochdale, England in 1844.




Principle #1: Voluntary and Open Membership: Cooperatives
are voluntary organizations, open to all people able to use its
services and willing to accept the responsibilities of
membership, without gender, social, racial, political or
religious discrimination.

Principle #2: Democratic Member Control: Cooperatives are
democratic organizations controlled by their members—those
who buy the goods or use the services of the cooperative—
who actively participate in setting policies and making
decisions.




Principle #3: Member's Economic Participation: Members
contribute equally to, and democratically control, the capital of
the cooperative. This benefits members in proportion to the
business they conduct with the cooperative rather than on the
capital invested.

Principle #4: Autonomy and Independence:Cooperatives are
autonomous, self-help organizations controlled by their
members. If the co-op enters into agreements with other
organizations or raises capital from external sources, it is done
so based on terms that ensure democratic control by the
members and maintains the cooperative’s autonomy.




Principle #5: Education, Training, and Information:
Cooperatives provide education and training for members,
elected representatives, managers and employees so
they can contribute effectively to the development of their
cooperative. Members also inform the general public
about the nature and benefits of cooperatives.




Principle #6: Cooperation Among Cooperatives: Cooperatives
serve their members most effectively and strengthen the
cooperative movement by working together through local,
national, regional and international structures.

Principle #7: Concern for Community: While focusing on member
needs, cooperatives work for the sustainable development of
communities through policies and programs accepted by the
members.
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It was a set of institutions
engaged in the market but using
the fruits of that engagement to
benefit its members and to serve
the communities in which they
were involved,

however they decided those
communities should be defined.
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