








As an example of how social impact can be assessed, we will apply Donald Kirk-
patrick’s model to measure the social impacts of Fullness Hair Salon. Santos®
defines social entrepreneurship as an effort to address a neglected social problem
with a sustainable solution based on the logic of empowerment, thereby gener-
ating positive externalities that benefit a powerless segment of the society. The
Fullness Hair Salon case demonstrates the social impact assessment of a SE based
on Kirkpatrick’s model.

Fullness Hair Salon addresses the career problems faced by young ex-offenders.
Its social mission is to help young ex-offenders become reintegrated into the
mainstream society, through vocational training and Christian faith. The young
ex-offenders are employed as salon junior staft, going through an 18-month ap-
prenticeship program to learn how to be hair stylists. This experience empowers
the youths to take positive steps in both their personal and professional lives.

The proxy for the social impact of a work-integration social enterprise is the wage
provided to the employees from the socially disadvantaged group. This wage is
called workfare - that is, work-as-welfare. The social value of the workfare in Full-
ness Hair Salon is more than just the cash-as-wage assessed in level 4 (Table 10);
it also encompasses the capability and character building that occurs in levels
2 and 3, the strengthening of confidence in level 1, and the development of the
beneficiary’s curriculum vitae.

% Santos, Filipe. (2012). A positive theory of social entrepreneurship. Journal of Business
FEthics,vol. 111, 335-351.
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Table 10:

Social Impacfs Assessment of Fullness Hair Salon
Using Donald Kirkpaitrick's Four-Level Model

Blended ROl = HK$ 167,464 (profit) +
HK$383,514 (workfare)
Invesiment = HK$800,000

Level 4 Cost-effective- | Financial ROl = 167,464/800,000 = 20.9%;
(Resulh ness SROI = 383,514/800,000 = 48.0%;
BROI = 68.9%

Social content = [HK$383,514 (workfare)] /
[HK$2,968,933 (revenue)] = 13%

Reoffending rate of Correctional Service De-
parmment (CSD) = 50%
Reoffending rate of juniors from Fullness Hair
Salon (Fullness) = 22%

Level 3 Behavioural Success rate of Fullness is befter than CSD =
(Application) change 28%
Median number of new friends affer joining =
14
Median number of new good friends affer
joining = 4
Level 2 Knowledge/skill/ | Skill af present = 3.3 on a scale of 1-5

(Cognitive) affitude change | Skill before joining = 3.1 on a scale of 1-5

Job satisfaction = 3.9 on a scale of 1-5
Feeling respecfed = 4.0 on a scale of 1-5
Holisfic development = 3.6 on a scale of 1-5
Peer relationship = 4.1 on a scale of 1-5
Level 1 Feeling/reaction Customer relafionship = 3.9 on a scale of 1-5
(Affective) Life satisfaction® at present = 3.2 on a scale
of 1-5 (5.5 on a scale of 0-10)
Life satisfaction before joining = 2.4 on a
scale of 1-5 (3.5 on a scale of 0-10)
(Average life satisfaction in HK is 5.6)




The initial investment in the salon was HK$800,000. In 2014, the annual revenue
was HK$2.97 million, with a profit of HK$167,464. Hence it is a sustainable busi-
ness.

The salon could have been more profitable if it had hired only 2 juniors. Nev-
ertheless, it hired 6 juniors to maximize the social impact of the SE by helping
more youths. If it had not hired the 4 extra youths, it could have saved approx-
imately HK$280,000. The profit would then be HK$167,464 + HK$280,000 =
HK$447,464. The return on revenue in this scenario would be HK$447,464 on
revenues of HK$2,968,933, equal to 15%. The return on investment, however,
was HK$447,464 on the investment of HK$800,000, equal to 56%. The decision
to trade off financial ROI for SROI demonstrates a key characteristic of serious
SEs - the drive to generate greater “positive externality”, in this case by “benefiting
young ex-offenders”.

From the perspective of the funders, the SROI shows the workfare received by the
socially disadvantaged employees. In addition, there is also a social cost saving,
which takes the form of crime reduction in the case of Fullness Hair Salon. This
benefit is not counted for two reasons. First, the social cost is a sunk cost, and it
is not material. Second, the social cost saving, as a positive externality, benefits
the government or the taxpayers, not the powerless individuals served by the SE.
From the perspective of ethical consumers, the ratio of revenue to workfare can
be read as follows: For every 100 dollars, 13 dollars is the wage of the socially
disadvantaged employee.

In Kirkpatrick’s model, only the level 4 data from different SEs can be summed up
if individual investment amounts and workfare amounts are available; otherwise,
the SROI ratios can be constructed from averages. The data for the other three
levels usually cannot be aggregated, due to the different types of businesses and
different types of beneficiaries involved.

¢ Within the Fullness Hair Salon, the life satisfaction of the juniors increased from 2.8
to 3.3 (i.e., from 3.5 to 5.75 on a scale of 0-10, 64% growth) but that of the stylists in-
creased from 2.3 to 3.1 (i.e., from 3.25 to 5.25, 61.5% growth). As a benchmark, the life
satisfaction score of the hawkers in the Tin Shui Wai Dawn Market increased from 2.4
to 3.6 on a scale of 1-5 (i.e., from 3.5 to 6.5 on a scale of 0-10, 85.7% growth). The initial
life satisfaction was same as that of Fullness Hair Salon employees, but the final satisfac-
tion rating of 3.5 was higher than the 3.2 rating of the salon.
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Back in 2010, the Scottish government published a brief-
ing paper called Embracing Social Return on Investment
(SROI). It endorsed SROI as a single ratio to report social
impact from the perspective of value for money. In 2014,
the survey data on SE100 members showed that 87% of the
respondents had made public statements about their social,
environmental, and ethical values; 62.5% had indicators for
measuring their social value; and 25% had their social and
environmental impact independently verified. Ultimately,
none of these numbers show the social impacts, not to say
monetized social impacts which can be aggregated

There are no SROI data available for Korean SEs. The work-
fare generated is known, but the initial investment to set up
the SEs is not. In contrast, the social content, or workfare
content, when purchasing SE products or services is avail-
able. It was 17%% in 2012, as mentioned earlier.

In Hong Kong, the development of social enterprises (SE)
had been accelerated since 2013 when the social return on
investment (SROI) of the government funded SEs was cal-
culated and reported (Table 11). The public awareness has
also becoming more and more positive because of the pro-
motion by the mass media including television channels and
major mass press media.

In average, the investment is HK$ 950,000, with annual
revenue at HK$2,850,000 and workfare at HK$477,168.
The social content when purchasing SE goods or ser-
vices is HK$477,168 over HK$ 2,850,000 which is equal
to 16.7%.



Calculating the Accumulative SROI over the Life Span of

Table 11

the 3Es Project and ESR Scheme in HK

over 9.3 years

ESR 3Es Toral
Period of dafa 2007-2013 2003-2013 —
Grant given (HK$) HK$156M HK$52M HK$219M
Number of SEs 144 75 219
Average grani/SE HK$1.08M HK$0.69M HK$0.95M
SoelcllY elseierieges) 2,064 (FT + PT)e® 541 (FT) 2,605
disabled employees
Workfare (HK$) HK$64.0M HK$40.5M HK$104.5M
Workfare/SE (HKS$) HK$444,444 HK$540,000 HK$477,168
Annual SRO 41% 78% 48%
Wage/month/employee (HK$) HK$2,584 HK$6,238 HK$3,342
Survival rafe af 5th year 77% 75% 75%-77%
Median life span N/AS 9.3 years ~9.3 years®
Accumulative SROI 3829% 2949 446%

6 Section 2.3.2
% FT, full-time; PT, part-time.

'The data are not available because the ESR lasted only 6 years—too short a duration for identification of
the median life span. As a benchmark, the median life span was 9.3 years.
58 Since both 3Es and ESR are government schemes, it is assumed that the median life span of ESR is similar

to that of 3Es.

66




& (Perimenss [maleairs for
UK, Korea, and Hong Kong
Social Enferprises

Among the three countries, UK has the biggest
and most diversified SE sector. Its total reve-
nue was equivalent to 0.11% of the country’s
GDP based on the projection for the number
of CIC-registered SEs. One possible reason for
this success is the 13% rate of conversion of tra-
ditional NGOs, which are already big organisa-
tions owing to growth over several decades, into
super-large SEs.

If Korea can execute its plan of having 3000
SEs by 2017, its SE revenue may be equivalent
to 0.21% of the GDP and it may overtake UK
on this measurement. At the same time, Korea
needs to improve the financial self-sustainabil-
ity of its SEs.

HK has the smallest SE sector (Table 12) in ab-
solute number. It is relying on organic growth
strategy, which means focusing on new start-
ups instead of a conversion like the UK. Fur-
thermore it relies on profitable growth instead
of a philosophy of ‘growth first, profit later’ like
Korea.

6/

In terms of financial self-sustainability, the UK
SE sector was approximately 10% better than
the HK SE sector. However, these numbers
have to be interpreted with reference to the lo-
cal business environment. Based on the Global
Entrepreneurship Monitor reports, it appears to
be tougher to run any kind of commercial en-
terprise in HK, as the average life span of such
a commercial enterprise is only 3.7 years. It is
comparatively easier to run a commercial en-
terprise in UK, where the average life span of
such enterprises is 7.2 years—almost double
that of HK commercial enterprises. With this
benchmarking information as a background,
the 62.9% financial self-sustainability rate of
SEs in HK appears to be a respectable achieve-
ment as compared to the 73% rate in UK.

HK is the only one of these countries that has
published SROI results for its SEs. The SROI
ratio is respectable; the public money was well
spent. Moreover, from the perspective of ethical
consumers, approximately 16.7% of the price
paid for SE products or services turns into in-
come for the socially disadvantaged employees.



Comparing the Key Performance Indicators among UK, Korea, and HK
HK (Led by HAB)

Table 12:

KPI UK (Led by DTI) Korea (Led by MoEL)
Based on
ClC-registered SEs 7508% I 7508% on
registered SEs registered SEs
Total 11,230 SEs
(7/2015 daio) Total 1082 SEs Total 527 SEs
Total Revenue (9/2014 dara) (2015 dara)
£9 083 billion Total KRW 952 billion, Total HK$1.5 billion,
o ! 0.07% of GDP 0.06% of GDP
0.11% of GDP
Scale of (2014 daiq) (2014 dara) (2014 dora)
the SE Sector
Based on
assumed SEs
Toll 62,000 SES Based on assumed Based on
SEs assumed SEs
(2007 dora) Nol available Nol available
Tofal £24 billion,
1.45% of GDP
2007 data)
SEs af break-even SEs at break-even SEs at break-even
profitable profifable profifable
73% of SEs 14% of SEs 62.9% of SEs
Financial (2013 dara) (2012 data) (2014 data)
Self-Sustainabilty | Market foughness Market foughness Market foughness
benchmark benchmark benchmark
SME® life span: SME life span: SME life span:
7.2 years 6.3 years 3.7 years
Social refurn on

Social Impact

Social refurn on
investment
Nor available

Social refurn on
investment
Nof available

investment
Annual SROI: 48%
Cumulafive SRQOI:
446% over 9.3 years
median life span

Workfare content

Workfare content P
e inprice Average 16.7%

Not available 17% 9 o
(2014 data)

Workfare confent

% SME, small to medium-size enterprise.
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Assessing the SE sector using the three key per-
formance indicators (financial self-sustainabil-
ity, scale of the SE sector and social impact) is
highly relevant to the discussion of the three
intertwining and evolving stages of marketiza-
tion, actualization and diffusion of SE develop-
ment in HK.

Financial self-sustainability is primarily an il-
lustration of marketization. It is also an im-
portant factor to grow the scale of the SE sector.
Success in sustainability and scale means the SE
development can move to subsequent stage of
actualization and then diffusion.

The driving forces for marketization and ac-
tualization are funding and entrepreneurship.
The early traits of marketization of SEs in HK
could be traced back to year 2001 when the En-
hancing Employment of People with Disabili-
ties through Small Enterprise Project (3E) was
first established by the HK Social Welfare De-
partment. The government department as the
funder is providing startup grants or investment
funding to the would-be social entrepreneurs.
The social entrepreneurs are striving to acquire
sufficient knowledge to manage the double bot-
tom-line of FROI and SROIL. In this stage SEs
are experimenting how to survive in the com-
mercial market. According to a survey by FSES

in 20107 (almost 10 years later), the top three
challenges of SEs are sales and marketing, busi-
ness management and financial control. New
social entrepreneurs entering the sector would
always need to be equipped with the necessary
marketization skills to reach breakeven or prof-
itability. Nevertheless, now 62.9% of the SE Sec-
tor are capable of achieving financial self-sus-
tainability.

The scale of the SE sector in HK is relatively
small in absolute number, but the density of the
SE sector per 1 million populations (73 SEs per
I million populations) and the average lifespan
of 9.3 years are way ahead of other Asian coun-
tries. Coupled with the annual and cumulative
SROI throughout the 9.3 year median lifespan,
are significant indicators of actualization. The
first two social enterprises which reports early
success of financial self-sustainability and SROI
actualization are Benji Centre71 and Fullness
Auto Service Centre in the 2007 Social En-
terprise Summit. Six years later in 2013, FSES
reported favourable results of two SE funding
schemes from the HK government (3E and
ESR). The report illustrated public money is
well spent in support of the actualization of
both social and financial value creation of the
SE sector.

7*Knowledge Volunteer Survey 2010, Fullness Social Enterprises Society.

' Benji Center http://www.benjiscentre.org.hk/
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The diagram below is a suggested model we put forward regarding how social impact could be
measured with reference to actualization. This model answers the “human-change agent” role of
SEs. It gauges actualization from the perspectives of affective, cognitive, behavior and results. It
reflects the empowerment effect of SEs in benefiting the disadvantaged segment being served. In
2012, Community Development Alliance reported its Tin Shui Wan Dawn Market project based
on the Kirkpatrick model”. The case demonstrated the mutually exclusiveness and comprehen-
sively exhaustiveness of the assessment. The same model has been applied in various funding pro-
posals thereafter for illustration of potential benefits of the particular SE projects.

Social Impact Assessment Model

Adapted from Donald Kirpatrick's 4-Level Model

Level
IR Satisfaction on Program
Well Being = Life Satisfaction + Affect (S+C+V) « Eudemonia

2 Knowledge / Skill / Attitude (KSA) Changes ——

3 Behavior Changes '
- Blended ROI = Social ROI + Financial ROl J————> oo

BOC"C‘WP@N‘S Workfare + Social cost lsr:]vv(;rjﬁn J;n?rher monefised impact I ;\/I;r;::em
Posilive Extemalities Susfainable Solufion

The Social Innovation and Entrepreneurship Development Fund (SIEF) set up in 2013 under the
Commission on Poverty is a further step towards effecting diffusion. It is a HK$500 million fund
focusing on capacity building of social innovation and social entrepreneurship. It aims at scaling
up the impacts by strengthening the ecosystem within the SE sector and building a SE favorable
environment external to the sector.

772}11ttp:/ /www.sie.gov.hk/_news_pdf/SESIL.pdf (p.7)



Envisioning the way forward in the diffusion of SE development, we would like to see,

« the social/ NGO sector work on building up the social innovation culture
from within. NGO such as YWCA is active in training up its man-
agement team on social entrepreneurship skills for running its traditional
social services.

o the commercial sector skew their business or corporate social responsi-
bility practices for shared social and business value creation. Commercial
organizations like Hong Kong Broadband Network and Hong Yip Ser-
vices are actively formulating their corporate social responsibility pro-
gram based on supporting SE sector development. The re-invention in-
cludes changing volunteer works as children’s life mentor to SE coaches,
changing donation to ethical procurement by the company or promotion
of ethical consumption to employees or customers.

« the public/government sector continue to play an active role in policy
making, funding and recognition to strengthen the ecosystem favourable
to SE development.

« the school sector to support the notion by incorporating social innovation
and entrepreneurship into their general education curriculum. Chinese
University of Hong Kong, rides on its life-education initiative, had re-in-
vented the secondary school liberal studies curriculum using social enter-
prise as a solution for poverty alleviation. FSES has set up a school team to
extend the impact of such diffusion using the funding support from SIEF.

« the general public to consider patronizing SEs as ethical consumers a pre-
ferred option to support societal transformation. FSES , with funding sup-
port from HAB, has been organizing citywide Tithe Ethical Consumption
Movement for four consecutive years to generate demand for SE prod-
ucts/services. In a survey done by the Chinese University of Hong Kong
in 2014, 78% of the public had heard about social enterprises, and 18%
had purchased SE products or services. The ethical consumption pro-
motion program aims at narrowing this 60% gap between “knowing” and
“doing” of potential ethical consumers.
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In summary, the SEs in HK have largely performed well. As of 2014, more than
80% of SEs that are operated by NGOs had been able to adapt well to the compet-
itive marketplace, a feat evident in the median life span for SEs and the percentage
that can be characterized as financially self-sustainable. This result echoes HKs
ranking as number four in the list of most competitive countries published by
IMD in 20147. Apart from its healthy financial bottom line, HK is also doing well
in terms of its social bottom line. While the social return on investment (SROI)
confirms that public money was well spent, the primary reason for the existence
of SEs is the changed and empowered human lives they support. These two prem-
ises of SEs—financial self-sustainability and social impact—have been actualized.
HK is taking a leadership position on two out of the three key performance indi-
cators (KPIs) for assessing the SE sector.

Furthermore, the overall SE development is properly paced in terms of timing
and the amount of government intervention. This deliberate pace reflects the
maturity and functioning of the NGO/social, commercial, public/government,
school sectors in HK.

HK is already pioneering on multiple fronts in SE development. The diffusion of
social entrepreneurship into different sectors and segments through reinvention
to fit the specific needs of the targeted group is building a favourable environment
outside the SE sector. The potential for cross-sector value spill-over will hopefully
create a common set of concepts, language and behaviour for societal transfor-
mation.

7> The ranking was based on government efficiency, business efficiency, economic perfor-
mance, and infrastructure. http://www.imd.org/news/2014-World-Competitiveness.cfm
http://www.imd.org/uupload/IMD.WebSite/wcc/WCYResults/1/scoreboard_2014.pdf
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