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10 July 2007

Subcommittee to Study the Subject of Combating Poverty :
Development of Social Enterprises

Background

In response to the Subcommittee’s interest in this subject, this paper
sets out relevant information relating to the development of socia enterprises
in Hong Kong.

Background Situation

2. Socia enterprises (SE) have been developed in a number of overseas
countries to achieve socia objectives through commercial operations. In
Hong Kong, we have arelatively longer history of SEs for disabled persons as
an option to provide them with job and training opportunities. 1n 2001-02,
the Social Welfare Department launched a scheme - Enhancing Employment
of People with Disabilities through Small Enterprise - to help enhance the
employability of disabled persons. In the same year, the Health, Welfare and
Food Bureau launched the Community Investment and Inclusion Fund to
support cross-sectoral collaboration to develop social capital. These schemes
provide grants to non-governmental organizations (NGOs) to carry out
projects which contribute, among other things, to the development of SEs.

3. Between 2005 and mid-2007, the former Commission on Poverty
(CoP) supported the direction to further encourage the development of SE as
an innovative approach to promote self-reliance and to provide community
employment opportunities for the unemployed to integrate into the job market.
A series of initiatives have been launched and remain in operation despite the
dissolution of CoP (see extracts of CoP's Report at Annex A).

4. In the Government’s 2006 Policy Agenda, one of the new initiatives
under the guiding principle of “Caring and Just Society” is that the
Government will : “Encourage work, including .... promoting socia enterprise
development in collaboration with academia, small and medium enterprises,
and business sector on training, mentorship and business support”. The 2006
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Policy Agenda also sets out Government’s ongoing initiatives of encouraging

further development of SEs, together with relevant stakeholders, to help
enhance the employability of the able-bodied unemployed.

5. In 2006-07, the Financial Secretary earmarked a sum of $150 million
over the following five years to provide grants for NGOs to run SE projects for
the socially disadvantaged. The Government subsequently established the
Enhancing Self-Reliance Through District Partnership Programme (the
Programme), administered by the Home Affairs Department (HAD), for this
purpose. Since its launch in 2006, the Programme has provided grants of
some $38 million to over 40 new social enterprise projects in various areas (a
summary of the approved projects is at Annex B). It is now processing
another 53 applications.

Key Challenges

6. There has been a growing awareness of SEs and recognition of its
potential role in the community but it remains arelatively new concept to most
members of the public.  While most SEs help create employment
opportunities for the socially disadvantaged and promote their self-reliance, we
need to consider how their role could be optimized and sustained to help
address some of the social problems (e.g. employability of the disadvantaged
groups) in our community.

7. As SEs pursue their socia objectives through commercial operations,
they are often required to explore new business ideas, identify market niche
in some under-developed market sectors or venture into markets with low
profit margins which may have been overlooked by the profit-driven
enterprises. At the same time, some small and medium enterprises (SMES)
are also concerned that the SEs may pose unfair competition if the latter’s
operations are promoted or supported by Government.

The Further Development of Social Enterprises

8. As Government’s effort to promote the development of SEs, Home
Affairs Bureau (HAB)/HAD organized a forum on SE on 1 June 2007.
NGOs actively involved in work relating to SEs were invited to share
experiences and views. Members of the related Government committees
were also invited to attend the forum. The SE forum in June paves the way



- 3 -
for the organization of a summit on SE later. The objective of the future
summit is to provide a platform for the Government, business sector and
NGOs to explore the way forward for the further development of SEsin Hong
Kong. Through the summit, we hope to examine the various aspects of the
development of SEs, particularly the following facets :

(@) Fostering Partnership

® Fostering partnership between the community, academia, the
business sector and the Government is crucia to the
development of SEs. There are more than 200 SEs in Hong
Kong, mostly operated by NGOs. We believe that there is
much scope for partnership opportunities amongst the
aforementioned sectors.

® Private sector support/participation is an area which could be
further fostered to help the sustainability of SEs. Such
support/participation may include advisory and mentorship
services, and assistance in entrepreneuria training for SE
operators to enhance their competitive edge.

® \We aso need to explore the scope for multi-stakeholder
partnership involving the public, private, voluntary and
community sectors in fostering the development of SEs in
Hong Kong.

(b) Providing continuum of support

® Apart from private sector support, the Government has a role
to play in the further development of SEs. The Government
will look into appropriate measures for creating an enabling
environment for SEs, e.g. fostering business facilitation and
support measures, and promoting the SE concept to enhance
public understanding and acceptance.

® The above measures involve institutional support, and the
cooperation of the private sector and the community in
building sustainable partnership.



(c) Providing start up support

Next Sep

® Start-up support is also important to help SEs to get off

ground. In thisrespect, HAD will continue to administer the
Enhancing Self-Reliance Through District Partnership
Programme which provides funding supports for appropriate
projects that promote sustainable poverty alleviation efforts at
the district level with a view to help enhancing participants
self-reliance.

Since the launch of the Programme in June 2006, over 40 new
SEs projects have been approved for implementation in
various business areas, including household services,
fitting-out works, retailing, beauty care/massage, catering,
recycling, guided-tours and elderly services. This shows that
there is no lack of interest and commitment by NGOs to run
SE projects to help the disadvantaged groups.

The Programme also promotes partnership of NGOs and
district organizations in running SE projects that would
exploit the sometimes untapped business opportunities in the
districts.

9. Following the re-organization of Government in July 2007, HAB has
taken up the SE portfolio with the support from HAD. HAB and HAD are
now mapping out possible way forward for the SE development in Hong Kong.
Views of the Subcommittee on this matter are welcome.

Home Affairs Department

July 2007
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APPENDIX (iv):
(Paragraph 3.17 of the Report)

APPENDIX (iv)

Ammex A

PROMOTING SOCIAL ENTERPRISE DEVELOPN[ENT IN HONG KONG

Overall objective: To further encourage the development of sodial enterprises (SEs) as an innovative
approach to promote self-reliance and to provide community employment opportunities for the

unemployed to integrate into the job market.

AIM

ACTION

(a) Basiness facilitation and sapport

To consider providing a funding source in
support of start-ups of SE for disadvantaged
groups other than the disabled.

e $150 million has been allocated to the Home :

Affairs Department from 2006/07 for five years
to support sustainable poverty prevention and
alleviarion efforts ar the diswict level, induding -
the “Enhancing Self-Reliance Through '
District Partnership Pro €” which
provides start-up funding for sustainable SE
initatives. As at Feb 2007, the Programme
has provided funding to 41 SE projects, and is
-expected to create about 750 jogs.

To empower and motivate social

entrepreneurs, including trzumng. facilitating

business-mentoring network an

sharing of
international best practices, etc.

Bmiﬁstorming session with members of

the Small and Medium Enterprises (SME)
Committee and CoP members was held on 24
November 2005. A SE/SME seminar was held -
on 11 February 2006. Existing sapport to
SMEs would be extended to SEs, induding -

(@ The SME Mentorship Programme;

(b} The “Meet-the-Advisors” Business
Adbvisory Service; and

(c) Business information and other activities

for SMEs.

‘We haye organised the first training course
od social entrepreneurship in collaboration
with the Hong Kong Council of Social Servics:
and a number of tertiary institutions to cater -
for the training needs of middle to senior
management mid-careers from NGOs or
rivate sector who are interested to operate SE
e programme will be launched in the first -
half of 2007. ‘

A Hong Kong Social Enterprise Challenge

has been launched in the first half of 2007 to
encourage students from tertary instirutions
in Hong Kong to partmer with SEs or NGOs
in drawing up viable SE business plans, and 1
educate them on the needs of the community
and the potental benefits of SEs. ‘
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(b) Create an enabling environment

To consider administratve/policy barriers | o The requirement of the Enhancing '
which hinder the development of SE at the Employment of People with Disablities through
district level and in specific sectors. Small Enterprise Project (“Seed Money” Project)

to employ more than 60% of persons with
disabilides (PWDs) has been relaxed to 50%.
This relaxation should enable SEs to widen
their range of business activities and allow more
unemployed persons and PWDs to benefir.

*  We shall keep in view the interface between
SE development and existing training and

employment assistance programmes.
* We shall keep in view our regulatory

framework and consider how it can be
improved to support SE/cooperative
development, including the need to have a
more modern legal vehicle to promote SE

development in Hong Kong.
To promote the concepr of SE among those * The Hospital Authority (HA) has agreed to
responsible for public procurement at both increase the weighting of employment of
the central and district level. PWDs in awarding contracts Eom 5% to

10% of the total score. The Administration
would continue to see if there could be further
increases of this wei%hting in future in HA as
well as other public bodies.

*  We shall continue to promote the products
and services of SEs to those responsible for
public procurement at both the central and
district level, and we encourage the same
among NGOs and the private secror.

* We would keep in view how our procurement

policies can facilitate SE development.

(c) Establish the value and gain public aoceptance

To conduct research on SE development. * Central Policy Unit (CPU) has commissioned

' : a research on SE development in Hong Kong
and one on overseas experience to enhance
understanding on the subject.

To organise forums to further the * Joindy organised a Conference on SE with
understanding on SE, and to involve the CPU on 6 April 2006 for policy makers,
business sector and the wider community - business, academia and others interested in SE
in considering the potental of using SE to development (hetp://www.seconference.gov.hk/).
assist the able-bodied unemployed.

¢ ATV series on SE development in Hong
Kong and overseas was produced.

* A number of seminars and sharing sessions
have also been held for relevant policy makers,
advisory body members, academia, NGO:s etc.

: 108
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