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FOREWORD 
The	Impact	Investing	Policy	Collaborative	(IIPC)	is	delighted	to	partner	with	Asia	Community	Ventures	(ACV)	on	this	new	
report,	Adopting the London Principles: Policy Considerations to Grow Impact Investing in Hong Kong.  

This report is particularly compelling because of its incisive analysis of the policy processes relating to impact investing in 
Hong	Kong,	as	well	as	its	ability	to	share	lessons	learned	and	help	frame	policy	activities	in	other	countries.	Not	only	does	
the	report	provide	concrete,	insightful	suggestions	to	the	Hong	Kong	government	for	how	to	bolster	its	approach	to	impact	
investing,	it	also	positions	those	suggestions	in	the	broader	framework	of	the	IIPC’s	The London Principles (the Principles).

The Principles	themselves,	developed	with	key	participation	from	ACV,	were	informed	by	the	experiences	of	120	delegates	
representing	nearly	30	countries	and	launched	at	the	2013	IIPC	Conference.	The	Principles provide a set of guidelines 
for governments to employ when considering impact investing as a tool to address social objectives. These guidelines are 
intended	to	provide	a	common	touchstone	for	those	working	on	impact	investing	policy,	no	matter	the	country	context.	 
The Principles	enable	successes	and	challenges	to	be	more	easily	shared	and	adapted	across	geographies.	In	this	report,	
ACV applies the Principles to describe and analyze impact investing activities in Hong Kong.  

By	focusing	on	Hong	Kong’s	new	Social	Innovation	and	Entrepreneurship	Development	Fund	in	comparison	with	its	five	
ongoing	social	funds	and	capturing	the	important	policy	implications,	this	report	enables	the	experience	in	Hong	Kong	to	be	
shared	across	the	IIPC	network.		It	represents	the	IIPC	spirit	to	help	policymakers,	investors,	entrepreneurs,	researchers,	
and	advocates	identify	and	support	policies	that	grow	opportunities	for	impact	investing	globally,	and	is	consistent	with	the	
IIPC’s ongoing work to capture and synthesize the wealth of policy innovations that continue to emerge around the world.  

IIPC	now	has	over	500	members	hailing	from	more	than	40	countries.		We	look	forward	to	seeing	how	this	report,	and	its	
application of the Principles,	will	inspire	new	ideas,	actions,	and	policies	–	in	Hong	Kong	as	well	as	in	the	several	other	
countries where IIPC members are working to develop markets for impact investing.

As	the	impact	investing	field	grows	globally,	Hong	Kong	is	poised	to	be	a	critical	market	to	watch	for	field-building	and	policy	
innovation.	Our	thanks	to	ACV	for	their	contribution	to	the	IIPC	research	library	and	the	broader	impact	investing	field.

About Impact Investing Policy Collaborative 
The	Impact	Investing	Policy	Collaborative	(IIPC)	strives	to	grow	impact	investing	markets	by	building	a	global	network	for	
policy	research	and	innovation.	The	IIPC	helps	its	members	–	investors,	public	officials,	advocates,	researchers	and	related	
communities	–	better	identify	and	support	policies	that	lead	to	more	robust	and	effective	capital	markets	with	intentional	
social	and	environmental	benefits.	

The	IIPC	achieves	these	goals	through	several	activities,	including	research	awards	that	support	the	expiration	of	new	
areas	–	geographies	and	topics	–	to	cultivate	greater	interest	in	the	field	and	further	expand	the	network	of	researchers	
and advocates considering impact investing policy issues. This publication was commissioned as part of the IIPC research 
program. 

 
The IIPC is convened by PCV InSight and the Initiative for Responsible Investment at the Hauser Institute for Civil Society 
Harvard University,	with	initial	support	from	The Rockefeller Foundation. The IIPC network relies primarily on its members 
from	over	30	countries	to	provide	local	knowledge	and	insights	into	impact	investing	policy	that	is	then	shared	globally.	

http://iipcollaborative.org/london-principles/
http://www.pacificcommunityventures.org/
http://hausercenter.org/iri/
http://hausercenter.org/iri/
http://www.rockefellerfoundation.org/
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PREFACE 
This	paper	seeks	to	provide	action-oriented	insights	for	policy	makers	and	practitioners	exploring	the	use	of	impact	
investing	to	address	Hong	Kong’s	most	pressing	social	issues.	Although	our	focus	is	Hong	Kong,	we	believe	many	of	our	
observations remain relevant for other cities considering the use of policy to grow impact investing.    

Working on EngageHK1,	our	18-month	mapping	exercise	of	Hong	Kong’s	social	ecosystem,	allowed	us	to	engage	with	
many	of	our	city’s	leading	practitioners	in	their	respective	fields.	We	studied	seven	sub-sectors	–	academia,	corporations,	
foundations,	intermediaries,	non-profits,	social	enterprises	and	government.	Collectively,	we	refer	to	these	stakeholder	
groups	as	comprising	Hong	Kong’s	social	ecosystem.	Given	its	size,	the	Hong	Kong	government	plays	a	significant	role	
via	its	policies	across	departments,	funding	of	social	welfare	services,	either	directly	or	through	various	subventions	to	
non-profit	organizations.

Although	we	have	observed	policy	to	be	a	critical	factor	in	supporting	Hong	Kong’s	social	ecosystem,	a	proper	analysis	of	
existing	government	policy	was	outside	the	scope	of	our	original	EngageHK	mapping	exercise.		We	have	therefore	written	
this	follow-up	report	to	expand	on	the	role	of	government	and	to	show	how	the	development	of	impact	investing	globally	
presents an opportunity for governments to supplement traditional funding with impact investment capital in addressing 
pressing social issues. 

Soon	after	we	commenced	work	on	this	research,	the	Hong	Kong	government	announced	the	launch	of	its	HK$500	million	
(US$65	million)	Social	Innovation	and	Entrepreneurship	Development	Fund	(SIE	Fund).	This	unexpected	but	welcomed	
development	presented	us	with	an	opportunity	to	reframe	our	approach	to	craft	a	more	action-oriented	report,	along	with	
specific	suggested	approaches,	given	the	quickly	evolving	landscape	in	Hong	Kong	resulting	from	the	launch	of	the	SIE	
Fund. 

The	SIE	Fund’s	primary	objective	of	developing	social	innovation	and	entrepreneurship	for	poverty	alleviation,	coupled	
with	its	focus	on	supporting	intermediary	organizations,	resonates	strongly	with	the	recently	announced	London 
Principles of Impact Investing. The Impact Investing Policy Collaborative developed this set of policy guidelines to assist 
governments that are considering impact investing as a tool to address social objectives. 

By	embracing	these	principles	in	its	policy	design	and	leveraging	its	position	as	a	financial	hub,	Hong	Kong	is	well	placed	
to establish itself as an international hub for social innovation and impact investing for Mainland China and the rest of 
Asia.	In	doing	so,	Hong	Kong	has	the	opportunity	to	tap	into	fresh	global	resources	and	attract	new	talent	pools	to	 
Hong Kong to build a better and more sustainable future for the city and the region.   

P. Ming Wong and Philo Alto 
Co-Founders, Asia Community Ventures

1     Asia Community Ventures, Mind the Gap: Lessons and Findings from EngageHK, August 
2013. International readers who might be less familiar with Hong Kong are encouraged to 
read this EngageHK report, along with Section 2: Commission on Poverty and Hong Kong 
Poverty Situation, for additional background and history of the Hong Kong social space. 

http://www.sie.gov.hk/en/
http://iipcollaborative.org/london-principles/
http://iipcollaborative.org/london-principles/
www.asiacommunityventures.org/wp-content/uploads/2013/08/EngageHK_Final_Webversion.pdf
www.asiacommunityventures.org/wp-content/uploads/2013/08/EngageHK_Final_Webversion.pdf
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EXECUTIVE SUMMARY 
Hong	Kong’s	five	ongoing	social	funds	as	well	as	the	new	
HK$500	million	(US$65	million)	Social	Innovation	and	
Entrepreneurship	Development	(SIE)	Fund	(see	box	in	
page	9)	are	well	intentioned.	However,	until	they	begin	
to recognize and address longer-term social issues and 
embrace	social	innovation,	including	new	tools	like	impact	
investing,	they	will	unfortunately	remain	inadequate	to	
address the root causes of poverty in Hong Kong. 

These social funds provide important background on the 
development of the social sector in Hong Kong as well 
as	lessons	on	what	has	worked	and	what	has	not.	Our	
analyses of these social funds reveal the following three 
observations. 

1.	Different	Approaches,	One	Shared	Goal	
Although	every	social	fund	has	its	own	unique	objectives	
in	terms	of	target	groups	or	issues	(e.g.	socially	
disadvantaged	groups,	food	support),	themes	(social	
innovation,	social	capital,	cross-sector	collaboration),	or	
strategies	(immediate	relief	vs.	long-term	support),	they	
share	the	same	underlying	goal,	which	is	to	help	those	
who are trapped in poverty to springboard towards self-
sufficiency.	These	social	funds,	however,	remain	largely	
disconnected and lack a coherent narrative to underscore 
how they contribute to the longer-term social well-being of 
Hong Kong. 

2. Variations of Government Subventions 
While	claiming	to	support	social	enterprises,	Hong	Kong’s	
social	funds	are,	in	practice,	variations	of	conventional	
government subventions as they restrict the eligibility 
of	applicants	to	not-for-profit	organizations.	The	SIE	
Fund’s willingness to embrace new ways of funding 
will foster collaboration across organizations towards a 
target social issue or group. It will also potentially enable 
social	entrepreneurs	to	obtain	funding	support,	through	
intermediaries,	to	unleash	the	potential	of	innovation	to	
break the cycle of poverty. 

3. Lack of Sustainability and Scalability 
Relying solely on the public sector to solve Hong Kong’s 
poverty issue is neither sustainable nor scalable. The 
Government should go beyond providing grant funding and 
catalyze	private	capital,	networks	and	ideas	for	addressing	
social	issues.	Of	all	the	funds	we	studied,	the	SIE	Fund	
has the greatest potential to crowd-in resources from other 
players,	including	corporations	and	institutional	investors,	
high	net-worth	investors	and	foundations,	philanthropists	
and	impact	investors,	thereby	multiplying	its	impact.	

We believe the SIE Fund offers the best prospect for 
enabling	social	innovation.	For	this	to	happen,	care	must	be	
taken	to	ensure	that	it	is	properly	designed	and	executed.	

The	five	existing	social	funds	will	continue	to	play	a	valuable	
role. But the Government needs to share the successful 
outcomes generated by these funds. At the same time it 
should also acknowledge and learn from any shortcomings 
in these funds. The creation of these funds does not 
represent	the	final	destination.	Rather	the	funds	form	part	
of Hong Kong’s journey towards greater sustainability and 
poverty alleviation. Therefore uses of these funds should be 
evaluated and adjusted where necessary to be responsive 
to evolving social needs.   

We believe impact investing is an important tool in this 
journey. The key attractions of impact investing in tackling 
social and environmental problems include: 

•	engagement	of	the	private	sector

•		attraction	of	fresh	capital	to	complement	government	
funding

•	use	of	business	approaches	and	impact	measurement

•		encouragement	of	new	cross-sector	talent	and	career	
paths 

•		deepening	and	expansion	of	growth	capital	to	allow	
scaling	(because	grants	are	not	always	the	appropriate	
tool)

•	recycling	of	capital	for	future	investments	

The London Principles of Impact Investing provide a policy 
framework for governments to develop the impact investing 
market in collaboration with the other sectors in the social 
ecosystem. We now show below a summary of the London 
Principles,	followed	by	how	each	principle	might	be	applied	
in Hong Kong.
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The London Principles are

•	 	 intended	to	assist	governments	considering	impact	
investing as a tool to address social objectives. They 
do	not	dictate	what	a	government	should	do,	but	rather	
offer guideposts that ideally point to better strategy and 
policy development.

•	 	 drawn	from	a	multitude	of	political,	economic,	and	
cultural	contexts,	and	have	been	developed	to	address	
different places across varying stages of impact 
investing ecosystem development.

•	 	 designed	to	support	a	reflective	approach	to	policy	that	
drives learning and innovation over time to achieve 
important social objectives.

1. Clarity of Purpose

The Government has historically been taking a cautious 
role	in	policy	making,	often	resulting	in	spending	resources	
to tackle immediate symptoms instead of the root causes 
of social problems. Due to its positive non-interventionist 
mindset,	the	Government	has	yet	to	articulate	a	longer-term	
social vision to guide its policy formulation and appears to 
be	driven,	instead,	by	political	expediency.

Our	suggested	approach	for	the	Government:

a)		create	an	impact	investing	agenda	to	address	longer-
term	social	challenges	confronting	Hong	Kong,	
particularly	economic	inequality.	

b)		establish	a	separate	Office	of	Social	Innovation	(OSI)	
with	a	steering	group	that	includes	the	Efficiency	Unit	and	
Innovation	and	Technology	Commission,	among	others.	

The London Principles of Impact Investing 
Launched	in	July	2013	by	the	Impact	Investing	Policy	Collaborative	(IIPC),	the	London Principles for impact 
investing,	in	summarized	form,	are	as	follows:

1.  Clarity of purpose	–	speaking	to	the	importance	of	vision,	leadership	and	perspective	on	what	impact	
investing can realistically accomplish.

2.  Stakeholder engagement –	bringing	design	principles	to	surface	ideas,	engender	public	support,	and	
ensure	policy	is	well	targeted	to	expressed	needs.

3.  Market stewardship	–	recognizing	that	policies	that	increase	the	supply	of	impact	investing	capital	must	
balance	those	that	strengthen	social	enterprises	and	other	capital	recipients,	together	with	intermediary	
infrastructure.

4.  Institutional capacity	–	providing	for	the	appropriate	expertise,	resources,	and	durability	within	government	
to ensure successful policy implementation.

5.  Universal transparency	–	locking	in	accountability	and	supporting	a	culture	of	continuous,	open	learning	
and improvement among all actors in impact investing.

The	OSI	will	have	an	expanded	mandate	to	promote	
social innovation within Government and across sectors 
through	its	funding,	regulating	and	convening	powers.

c)		conduct	a	holistic	review	of	existing	and	new	social	
funds.	A	needs	based	assessment	should	be	required	
for	all	existing	social	funds	prior	to	any	decision	of	
topping-up. We also recommend promoting shared 
learning,	reducing	overlap	and	bureaucratic	red	tape,	and	
streamlining processes whenever possible. 

2. Stakeholder Engagement

A	key	finding	of	EngageHK	is	a	lack	of	cross-sector	
collaboration	and	knowledge	sharing.	In	addition,	there	is	
an	ingrained	“siloed”	mindset	in	the	ecosystem,	whereby	
for-profit	and	not-for-profit,	including	the	Government,	
rarely collaborate beyond their traditional boundaries. Many 
of the social funds have been introduced in response to 
community	interest	groups’	clamors	without	the	benefit	of	
adequate	cross-sector	stakeholder	engagement.	

Our	suggested	approach	for	the	Government:

a)		provide	a	platform	for	people	to	express	their	views,	and	
have a fair and transparent process on how to take these 
forward for policy review and setting. 

b)		use	its	power	thoughtfully	to	fund,	regulate,	or	incentivize	
other stakeholder groups in engaging them for its social 
funds whether as a fund recipient or an advisor in the 
nascent space of social innovation and impact investing.  

c)		engage	with	the	global	impact	investing	community,	such	
as	the	International	Social	Impact	Investment	Taskforce,	
established	by	the	G8	or	the	Global	Learning	Exchange	
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on Social Impact Investing convened by the UK Cabinet 
Office,	Impact	Investing	Policy	Collaborative	(IIPC)	and	
the World Economic Forum.

Our	suggested	approach	for	the	SIE	Fund:

d)		reach	out	proactively	to	the	media	to	explain	the	fund’s	
objectives and how these are ultimately linked to 
addressing poverty and other issues in Hong Kong.

e)		crowd-in	additional	resources	and	in-kind	support	from	
foundations and other private or corporate funds.

f)		build	on	momentum	from	recent	impact	investing	and	
social enterprise forums in Hong Kong to promote the city 
as	an	Asia	hub	for	impact	investing,	social	innovation	and	
entrepreneurship. 

g)		feature	exemplary	individuals	and	organizations	that	
contribute towards social innovations in their own ways 
or through cross-sector efforts or careers. 

3. Market Stewardship

Broadly	speaking,	EngageHK	findings	identify	the	lack	
of	an	enabling	environment	and	ambiguous	definitions	of	
social enterprises as key issues hindering the development 
of impact investing in Hong Kong. There is also a lack of 
awareness of the need for an intermediary sector to provide 
a	platform	for	ideas	exchange	and	capacity	building	in	the	
social ecosystem. Policies that promote the development 
of both the demand and supply of capital to help the social 
sector grow are also needed.

Our	suggested	approach	impacts	on	four	key	drivers,	
including:

a)		On	the	demand side,	partner	with	other	players	such	
as InvestHK to attract individuals and organizations 
with the most innovative ideas from around the world to 
establish their presence in Hong Kong and collaborate 
with local players. Leverage the SIE Fund to encourage 
social	entrepreneurship,	incubate	and	accelerate	social	
enterprises as they scale.

b)		On	the	supply side,	fund	research	initiatives	such	as	the	
feasibility	of	crowdfunding	as	an	impact	investing	tool,	
devising policy ideas that encourage the private sector 
and	foundations	to	fund	more	innovatively	through	tax	
and procurement incentives.

c)		On	intermediary development,	leverage	SIE	Fund	to	
support intermediaries across the spectrum of social 
incubators and accelerators as well as related service 
providers.	Furthermore,	resist	temptation	to	spread	out	
funding support in favor of providing targeted funding at 
scale. 

d)		On	policy and legal infrastructure (collectively, 
“ecosystem development”), commission research 
through	SIE	Fund	on	the	viability	of	hybrid	legal	structures,	
and pay for success programs to prepare the groundwork 
for impact investing.

4. Institutional Capacity

Social	funds	have	been	created	to	address	specific	
community needs or social issues in relation to poverty 
alleviation.	The	ESR	Fund,	for	example,	which	promotes	the	
social enterprise approach to job creation for disadvantaged 
groups,	is	actually	just	another	variation	of	social	welfare	
funding.	As	a	result	of	this	rather	outdated	mandate,	
institutional capacity to foster social innovation is limited 
at	best.	In	addition,	the	Government	needs	to	measure	
and evaluate the impact of its own policies against stated 
objectives.    

Our	suggested	approach	for	the	Government:

a)		review	its	departmental	and	policy	focus	to	also	be	
responsive to addressing structural social challenges in 
addition to immediate social welfare goals.

b)		commission	an	internal	review	of	existing	institutional	
capacities and policies in addition to social funds to 
determine if they are in need of better implementation or a 
fresh	re-think	as	informed	by	overseas	experiences.	

Our	suggested	approach	for	the	SIE	Fund:

c)		appoint	independent	third	parties	to	conduct	performance	
reviews	at	the	fund,	intermediaries,	and	project	levels.

d)		release	regular	updates	to	allow	all	stakeholders	to	
be fully aware of current developments to facilitate 
collaboration and generate learning opportunities.

5. Universal Transparency

While	most	EngageHK	respondents	recognize	the	benefits	
of	transparency	and	accountability,	which	go	hand	in	hand,	
there is a notable lack of perceived leadership on this front. 
The current political environment in Hong Kong is such that 
Government	officials’	wariness	of	media	scrutiny	hinders	its	
ability	to	make	bold,	long-term	decisions	and	consequently,	
affects	its	delivery	of	social	remedies	with	long-term	benefits.		

Our	suggested	approach	for	the	Government:

a)		as	a	funder,	promote	competition	for	funding	based	on	the	
merit of ideas and how well they address structural issues 
and not just immediate community needs. 

b)		as	a	regulator,	foster	trust	and	confidence	by	providing	
policy transparency and consistency in relation to impact 
investing.  

http://www.investhk.gov.hk/
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c)		as	an	enabler,	support	open	data	initiatives	within	and	
across sectors to facilitate cross-sector social innovation 
via technology.

Our	suggested	approach	for	the	SIE	Fund:

d)		ensure	that	the	SIE	Fund	is	appropriately	resourced	with	
the relevant talent and infrastructure to provide fund and 
project	management,	governance	and	impact	reporting.

e)		allocate	funding	to	support	intermediaries	and	related	
service providers to develop tailored social impact 
measurement	tools	that	fit	the	current	Hong	Kong	context.

Social	Innovation	and	Entrepreneurship	Development	(SIE)	Fund	at	a	Glance
Objectives:	To	establish	and	support	processes,	schemes	and	experiments	that	attract,	inspire	and	nurture	social	
entrepreneurship to introduce and develop innovations that create social impact and build social capital to support 
poverty relief in Hong Kong.

The	London	Principles	exist	to	help	governments	from	all	
over the world to design better policies to address social 
objectives. They are particularly relevant if the governments 
are looking to attract private capital to work alongside public 
resources to solve their most intractable problems.

The London Principles could serve as one of the key tools 
that	would	be	useful	to	have	in	the	policy	toolbox	for	Hong	
Kong,	even	as	it	looks	to	leverage	its	financial	hub	status	
and is well placed to establish itself as an international 
social	finance	and	innovation	hub	for	Mainland	China	and	
the	rest	of	Asia.	In	doing	so,	Hong	Kong	has	the	opportunity	
to tap into fresh global resources and attract new talent 
pools to build a better and more sustainable future for the 
city and the region. 

Principles:

•  Social innovation is the focus, not social enterprise 
per se;

•  Scope of the Fund should remain flexible for 
more effective delivery of results based on actual 
experience;

•  Focus on innovative ideas to alleviate and prevent 
poverty;

•  Risk assessment is important while promoting 
innovation so as to maintain the prudent use of 
public money; and

•  No overlap with other existing public funding.

Focus areas:

Funds will be distributed under the three priority 
areas – (1) research, (2) capacity building, and (3) 
innovative programs – through a variety of programs 
administered by intermediaries. It may also sponsor 
some theme-based flagship projects directly from 
time to time. In addition to the above, the Task Force 
will further deliberate various options including grant, 
matching grant and other types of funding. 

Research 

1.  Undertaking or commissioning research to better 
identify areas of needs;

Capacity Building 

2.  Establishing or supporting schemes to reach into 
the community to spread awareness of social 
innovation and entrepreneurship, to encourage 
individuals to enter the field;

3.  Establishing or supporting networks among bodies 
engaged in the field of social innovation and 
entrepreneurship to help build capacity and co-
ordination across the field;

4.  Establishing or supporting schemes to provide 
mentorship for aspiring social entrepreneurs;

5.  Building networks that help connect aspiring social 
entrepreneurs with partners, finance or other 
support mechanisms;

Innovative Programs

6.  Supporting existing mechanisms to provide 
seed or scale-up funding for innovative social 
entrepreneurs;

7.  Establishing new funding mechanisms to support 
innovative social entrepreneurs that fill the gaps or 
complement existing programs; and

8.  Funding suitable projects that meet the objectives 
of the Fund.
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Hong	Kong	Social	Sector	–	A	Brief	History
To	better	understand	the	context	for	policy	review	to	grow	impact	investing	in	Hong	Kong,	
we need to have a background understanding of the evolution of Hong Kong’s social 
sector	over	the	last	sixty	to	seventy	years.	

Hong Kong’s current social welfare policy can be traced back to its British colonial 
government’s approach in addressing the socio-political issues facing Hong Kong from 
1945	through	the	1970s.	The	influx	of	refugees	from	Mainland	China	beginning	with	the	
communist	revolution	in	the	late	1940s	has	resulted	in	the	development	of	large	squatter	
camps throughout Hong Kong. 

In	the	1960s,	the	colonial	government	stepped	up	its	social	welfare	provision	efforts	as	
civil	society	expectations	grew	for	better	working	conditions,	housing	and	health	services.	
In	1974,	the	colonial	government	established	the	Independent	Commission	Against	
Corruption	(ICAC)	to	address	corruption	and	rebuild	public	confidence.	Collectively,	
these initiatives laid the foundation for the colonial government’s reputation in the 
1970s	onward	as	having	a	strong	rule	of	law,	and	an	efficient	and	corruption-free	public	
administration.	The	economic	boom	in	the	1970s	and	1980s	reinforced	a	minimalist	
approach towards social welfare. 

In	the	early	1980s,	the	colonial	government’s	priority	was	to	cement	its	legacy	through	
the	continued	expansion	of	the	city’s	economy	prior	to	China	resuming	sovereignty	over	
Hong	Kong	in	1997.	It	built	up	the	city	as	a	pre-eminent	financial	hub	in	Asia	on	the	
foundation	of	a	light-touch,	low	tax	regime.	As	a	result,	outside	of	public	social	welfare	
support,	the	tax	system	minimized	the	burden	on	the	rich,	with	limited	incentives	for	
social responsibility.

The	post-1997	Government	seemed	to	have	inherited	this	aversion	to	social	welfare	
funding	beyond	what	was	necessary.	Government	spending,	through	its	various	social	
funds,	has	evolved	over	time	reflecting	immediate	responses	to	disparate	community	
demands rather than a clearly articulated long-term vision for social services such as 
education,	health,	medical	care,	public	housing,	and	social	welfare.	

In	his	January	2013	Policy	Address,	Chief	Executive	CY	Leung	announced	the	
reinstatement	of	the	Commission	on	Poverty	(CoP)	to	more	effectively	support	poverty	
alleviation	policies.	Its	work	included	analyzing	the	poverty	situation,	setting	up	a	poverty	
line,	formulating	new	policies	to	prevent	and	alleviate	both	poverty	and	social	exclusion,	
as	well	as	promoting	upward	social	mobility.	This	reinstatement	of	the	CoP	reflected	a	
concern	about	the	worsening	plight	of	the	working	poor,	as	well	as	a	lack	of	a	rigorous	
benchmark	upon	which	to	define,	measure	and	evaluate	the	success	of	government’s	
policy efforts to address this issue. 
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1.1. BACKGROUND
EngageHK’s goal is to build a more collaborative ecosystem 
with the engagement of Hong Kong’s seven sub-sectors 
-	academia,	corporations,	foundations,	intermediaries,	
non-profits,	social	enterprises	and	government	-	to	facilitate	
a	more	efficient	and	effective	flow	of	capital	and	ideas	to	
create a more sustainable city. 

Of	the	seven	sub-sectors,	government	probably	plays	the	
largest role. Academic institutions are mainly government 
funded.	Non-profits	or	non-governmental	organizations	
(NGOs)	as	they	are	more	popularly	known	in	Hong	Kong	
(despite	their	name)	derive	most	of	their	funding	from	the	
government through various subvention schemes. The 
notion of strategic philanthropy is nascent; most family and 
corporate foundations only engage in charitable giving to 

non-profits.	Only	recently	has	there	been	a	few	examples	
of corporations providing funding support towards capacity 
building for social enterprises.  

On	the	policy	front,	there	does	not	yet	exist	a	charity	
commission to help charitable foundations implement 
best	practices,	strengthen	accountability	and	foster	
transparency; nor are there legal or policy initiatives to 
expand	the	tools	for	social	finance	or	legislate	alternative	
corporate legal structures for socially oriented businesses.

The Hong Kong government therefore plays a central role 
in	engaging,	directing,	and	funding	the	local	ecosystem.	
We	believe	that,	if	the	Government	were	to	explore	ways	
to	actively	collaborate	with	other	sectors,	it	would	design	
more inclusive and enabling policies to positively impact 
vulnerable communities.

1.2. FINDINGS FROM 
ENGAGEHK
Our	mapping	exercise	studied	the	seven	sub-sectors	of	the	
Hong Kong’s social ecosystem with a holistic approach. The 
adapted Blended Value Map in Table 2 below summarizes 
the	approach	and	findings	of	the	EngageHK	report.

Cross-cutting IssuesMethodology

Face-to-face 
Interviews

Thematic Analysis

Group Workshops

Online Survey

Desktop Research

Leadership Case 
Studies

Cross-sector 
Collaboration

Enabling 
Environment for 
Social Finance

Definition and Role 
of Social Enterprises

Accountability and 
Transparency

Approach and Role 
of the Government

Propositions Recommendations

Foster Mindset 
Shifts

Develop a Vibrant 
Intermediary Sector

Create Enabling 
Public Policies

Articulate a Shared 
Vision for Hong 
Kong’s Future

Develop Appropriate 
Impact Metrics

Foster Cross-sector 
Dialogue and 
Collaboration

Focus on Both 
Social and 

Economic Benefits

Create 
Clearinghouses for 
Ideas and Capital

Promote Greater 
Accountability and 

Transparency

Encourage Enabling 
Role of Government

Sub-sectors

Academia

Private/Corps/
SMEs

Foundations/ 
Charitable Trust

Intermediaries

Non-Profits

Social Enterprise

Government

Table	1.	Blended	Value	Map	–	Adapted	for	Hong	Kong

Source: Based on Blended Value framework (2003) by Jed Emerson as adapted by ACV for Hong Kong
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Through	face-to-face	interviews,	workshops,	online	
survey,	in-depth	research	and	case	studies,	we	identified	
five	crosscutting	issues	that	represented	the	key	drivers	
impacting the sustainability of Hong Kong’s social 
ecosystem,	highlighting	both	gaps	and	opportunities.	
These	crosscutting	issues	are	common	themes	identified	
across the different sub-sectors. After further analyses and 
discussions	with	key	stakeholders,	we	formulated	a	set	of	
propositions aimed at tackling these long-term challenges. 
We then formulated concrete recommendations to achieve 
these propositions. Kindly refer to our report Mind the Gap: 
Lessons and Findings from EngageHK	(August	2013)	for	
more details.

Many EngageHK respondents cited the Government as the 
largest	player	in	the	social	ecosystem	due	to	its	significant	
roles	in	policymaking,	funding	and	provision	of	social	
welfare services. They believed the Government should 
take	primary	responsibility	to	either	address	the	identified	
issues	or	provide	the	vision,	guidance	and	resources	to	do	
so.	Yet	there	were	also	others	who	felt	that	the	Government	
should take a “light touch” approach when responding to 
these issues.

While the Government clearly has a role to play in all 
five	major	recommendations	(see	Table	2),	so	far	the	
Government has not yet taken proactive action to address 
most of these issues. The only area where the Government 
has made some progress is in making various funding 
schemes and partnership programs available to social 
enterprises. It remains to be seen if the Government will 
be	able	to	have	a	more	flexible	approach	to	funding	social	
innovation with its current SIE Fund scheme. 

In	the	next	sections,	we	will	briefly	discuss	Hong	Kong’s	
social	sector	history,	poverty	situation	and	the	various	
social funds used to tackle social issues. We then adopt the 
framework of the London Principles of Impact Investing in 
the	Hong	Kong	context.	

www.asiacommunityventures.org/wp-content/uploads/2013/08/EngageHK_Final_Webversion.pdf
www.asiacommunityventures.org/wp-content/uploads/2013/08/EngageHK_Final_Webversion.pdf
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SECTION 2:  
COMMISSION ON POVERTY 
AND HONG KONG’S 
POVERTY SITUATION
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Figure	1.		Hong	Kong	GDP	growth	vs	Gini	Coefficient	–	Income	inequality	continues	
to worsen3  

2.1 HONG KONG SOCIAL 
SECTOR – A BRIEF HISTORY
Hong Kong’s current social welfare policy can be traced 
back to the British colonial government’s2 approach in 
addressing the socio-political issues facing Hong Kong 
from	1945	through	the	1970s.	The	influx	of	refugees	from	
Mainland China beginning with the communist revolution 
in	the	late	1940s	has	resulted	in	the	development	of	large	
squatter	camps	throughout	Hong	Kong.	

A Hong Kong identity began to develop as the borders 
separating Hong Kong and the Mainland tightened in the 
1950s.	The	1960s	saw	a	manufacturing	boom	employing	
large sections of the population and marked a socio-
economic turning point for Hong Kong. The colonial 
government stepped up provision of social welfare 

following	heightened	civil	society’s	expectations	for	better	
working	conditions,	housing	and	health	services.	In	1974,	
the colonial government established the Independent 
Commission	Against	Corruption	(ICAC)	to	address	
corruption within the police force.  

Collectively,	these	initiatives	laid	the	foundation	for	the	
colonial	government’s	reputation	in	the	1970s	onward	as	
having	a	strong	rule	of	law,	and	an	efficient	and	corruption-
free	public	administration.	The	economic	boom	in	the	1970s	
and	1980s	reinforced	a	minimalist	approach	towards	social	
welfare.	However,	as	can	be	seen	from	Figure	1,	economic	
inequality	continued	to	worsen	over	this	period.

Source: Hong Kong Census and Statistics Department

 2. Before 1997, Hong Kong was a British colony. Throughout the report, we use the term “Government” to refer to the post-1997 government 
of the Hong Kong Special Administrative Region.

 3. The Gini Coefficient is a commonly used measure for income or economic inequality of countries or cities.
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Source: Hong Kong Census and Statistics Department

Meanwhile,	the	Government	has	faced	many	calls	for	
increased welfare spending in recent years. Some perceive 
its approach to safeguarding public coffers from depletion 
as a recurrent theme in Government budget addresses. 
With	the	expanding	public	coffers	and	difficulties	in	directing	
targeted	handouts,	the	Government	has	increased	its	one-
off handouts in aggregate sizes larger than the largest of 
the	existing	social	funds	such	as	the	Community	Care	Fund	
(CCF).	These	handouts	have	raised	the	public’s	clamor	for	
the	Government	to	do	more	on	social	welfare	provision	(see	
Figure	3).

Such	fiscal	prudence	has	resonated	poorly	with	certain	
segments	of	the	population,	including	workers	from	the	
1980s	manufacturing	boom	whose	skills	and	educational	
attainment are no longer as relevant today as they move 
towards	retirement	(see	Figures	4	and	5).	

Figure 2. Economic structure shifts towards services while manufacturing shrinks

In	the	early	1980s,	the	colonial	government’s	priority	was	to	
cement	its	legacy	through	the	continued	expansion	of	the	
city’s economy prior to China resuming sovereignty over 
Hong	Kong	in	1997.	It	built	up	the	city	as	a	pre-eminent	
financial	hub	in	Asia	on	the	foundation	of	a	light-touch,	
low	tax	regime.	This	regime	reflected	the	mindset	that	
expatriates	and	upper	and	middle	income	groups	needed	

as	much	free-hand	to	propel	the	city’s	economic	growth,	
and	by	extension,	the	city’s	prosperity.	As	a	result,	outside	
of	public	social	welfare	support,	the	tax	system	minimized	
the	burden	on	the	rich,	with	limited	incentives	for	social	
responsibility.

The	post-1997	Government	seemed	to	have	inherited	
this aversion to social welfare funding beyond what was 
necessary.	However,	Hong	Kong	today	is	economically	very	
different from the past decades. Manufacturing has waned 
from	just	over	40%	as	a	share	of	employment	by	industry	in	
1981	to	just	4.8%	in	2011.		Meanwhile,	finance,	insurance	
and	real	estate	as	well	as	community,	social	and	personal	
services sectors more than doubled over the same period 
(See	Figure	2).	
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Figure 3. Affordability Issue: Hong Kong government’s one-off handouts versus CCF 
and SIE fund sizes

Source: ACV analysis; SCMP news dated February 8, 2014 and February 20, 2014     
Note: Fiscal year ending March 31 

Source: Hong Kong Census and Statistics Department

Figure 4. Improving educational attainment... 
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In	contrast	with	the	expansion	of	the	services	sectors	
including	real	estate	and	finance,	current	social	welfare	
policies have lagged developments in the philanthropic and 
impact	investing	fields	that	could	potentially	expand	the	pool	
of market-based funding in tackling these social issues. 

Government	spending,	through	its	various	social	funds,	
has	evolved	over	time	reflecting	immediate	responses	
to disparate community demands rather than a clearly 
articulated long-term vision for social services such as 
education,	health,	medical	care,	public	housing,	and	social	
welfare. 

Historically,	social	welfare	has	been	defined	narrowly	as	
“the range of activities and responsibilities of the Social 
Welfare Department and of those voluntary agencies 
engaged in social welfare…”4	After	four	decades,	this	
definition	remains	unchanged	and	seems	to	have	been	
institutionalized	as	reflected	in	the	siloed	departmental	
sponsorships of the various social funds across the Social 
Welfare	Department	(SWD),	Home	Affairs	Bureau	(HAB),	
and	the	Chief	Secretary’s	Office.	

2.2.  THE REINSTATED 
COMMISSION ON POVERTY 
AND THE POVERTY LINE
In	his	January	2013	Policy	Address,	Chief	Executive	CY	
Leung announced the reinstatement of the Commission on 
Poverty	(CoP)	to	more	effectively	support	poverty	alleviation	
policies.	Its	work	included	analyzing	the	poverty	situation,	
setting	up	a	poverty	line,	formulating	new	policies	to	prevent	
and	alleviate	both	poverty	and	social	exclusion,	as	well	as	
promoting upward social mobility. 

Task forces under the CoP worked on different fronts: 
supporting the underprivileged who have special needs; 
promoting	education,	employment	and	training	to	encourage	
self-reliance and better promotion prospects; and engaging 
the community and fostering cross-sectoral collaboration 
among	the	Government,	businesses	and	other	sectors.

This	reinstatement	of	the	CoP	reflected	a	concern	about	
the	worsening	plight	of	the	working	poor,	as	well	as	a	lack	
of	a	rigorous	benchmark	upon	which	to	define,	measure	
and evaluate the success of government’s policy efforts to 
address this issue. 

Source:  Hong Kong Census and Statistics Department

4. The Colonial Government of Hong Kong’s Development of Social Welfare: From Economic and Social Service Perspectives. http://web.
swk.cuhk.edu.hk/uploads/research/paper7.pdf, accessed October 2013

Figure 5.  … but earnings disparity widens

http://web.swk.cuhk.edu.hk/uploads/research/paper7.pdf
http://web.swk.cuhk.edu.hk/uploads/research/paper7.pdf
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Figure	6.	Hong	Kong	Gini	Coefficient	(1971-2011)	–	On	a	Worsening	Trend

 5.  Hong Kong Poverty Situation Report 2012. http://www.povertyrelief.gov.hk/pdf/2012_Poverty_Situation_Eng.pdf, accessed October 
2013.

 6.  Policy intervention before and after cash redistribution, taxation and in-kind subsidies.

 7.   The Government acknowledged there are limitations to this concept since household assets and liabilities are not taken into account, 
and therefore the poverty line cannot be considered as a poverty alleviation line.

 8.   Occupy Central was an occupation protest, which took place in Central, Hong Kong from October 2011 to September 2012. Inspired 
by an international Occupy Movement, the Occupy Central protested against social and economic inequality over concerns about the 
fairness of global financial institutions and large corporations. Organizers led by Benny Tai Yiu-ting are proposing a civil disobedience 
protest that could take place in Central, Hong Kong in July 2014 for universal suffrage. 

Source: Hong Kong Census and Statistics Department
Note: Hong Kong’s Gini Coefficient is released every five years with 2011 being the last release

In	a	summit	held	in	September	2013,	the	CoP	published	
the	first	official	poverty	line	and	released	the	Hong Kong 
Poverty Situation Report 2012.5 The poverty line adopted 
a	“relative	poverty”	concept,	with	household	income	before	
and after policy intervention6 as the basis for measurement 
and	comparison,	and	setting	the	main	poverty	line	at	50%	
of median household income by household size7.  

We were surprised to note the report omitted any mention 
of	poverty	trend	indicators,	such	as	the	Gini	Coefficient,	
to	frame	the	issue	from	a	historical	perspective.	Instead,	
the CoP conducted an in-depth analysis on poverty trends 
from	2009	to	2012	for	before-	and	after-policy	intervention	
analysis. While this approach gives some semblance of 
evidence-based	rigor,	the	CoP	did	not	explain	its	rationale	
for choosing the last four years of data instead of a 
longer period. We have reservations about this choice 

of assessment period as it coincided with an economic 
rebound	from	the	2008	global	financial	crisis.	Such	
analyses	therefore	may	not	reflect	longer-term	cycles	as	
well as the structural changes in the Hong Kong economy 
in the past decades.

For	us,	the	establishment	of	the	poverty	line	is	a	good	start	
in demonstrating the Government’s resolve to combating 
poverty.	We	believe	that,	going	forward,	it	would	be	helpful	
to	quantify	the	poverty	situation	with	a	broader	historical	
perspective.	Take	the	city’s	Gini	Coefficient	for	example.	It	
has been on a worsening trend over the past four decades 
since	1976	(see	Figure	6).	If	income	inequality	remains	
unacknowledged	as	a	social	issue,	it	will	be	difficult	to	put	
a	finger	on	the	growing	social	discontent	such	as	those	
expressed	by	the	supporters	of	Occupy	Central8 and other 
similar demonstrations.

http://www.povertyrelief.gov.hk/pdf/2012_Poverty_Situation_Eng.pdf
http://www.povertyrelief.gov.hk/pdf/2012_Poverty_Situation_Eng.pdf
http://www.povertyrelief.gov.hk/pdf/2012_Poverty_Situation_Eng.pdf
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On	a	macro-level,	this	worsening	Gini	Coefficient	has	a	
significant	longer-term	impact	on	the	ability	of	an	economy	
to alleviate poverty through economic growth. A recent 
2013	United	Nations	Human	Development	report	showed	
the	adverse	effects	of	income	inequality	on	an	economy’s	
human	wellbeing	(as	measured	by	a	human	development	
index).	Simply	put,	the	worse	the	income	gap,	the	lower	
the ability of economic growth to trickle down to the most 
vulnerable	segments	of	society.	Conversely,	the	narrower	
the	income	gap,	the	greater	the	ability	for	economic	growth	
to uplift overall human wellbeing. 

Going	forward,	we	believe	any	policies	that	reference	the	
poverty	line	need	to	be	linked	to	the	context	of	the	city’s	
worsening	income	inequality.	Their	effectiveness	needs	
to be evaluated against longer-term structural poverty 
challenges. 

In	his	January	2014	policy	address,	Chief	Executive	CY	
Leung announced a number of programs that will regularize 
several one-off initiatives targeting the poor and needy 
population towards poverty alleviation. This will result in an 
increase	in	recurrent	expenditures	by	up	to	HK$20	billion	
(US$	2.58	billion)	annually	according	to	Financial	Secretary	
John Tsang. 

Overall,	these	policy	announcements	to	increase	recurrent	
funding	for	programs	that	benefit	the	poor	have	pleasantly	
surprised many stakeholders including both HKCSS 
and	Oxfam.	However,	a	more	transparent	and	clear	
vision should be articulated to link Government’s efforts 
to addressing longer-term social issues. This gap in 
Government policy clarity can be seen by complaints from 
some voices purportedly representing the middle class who 
have	felt	left	out	and	squeezed	by	the	high	property	prices	
and a lack of upward social mobility.

2.3.  IMPACT INVESTING AS 
AN INNOVATIVE TOOL TO 
ADDRESS SOCIAL ISSUES 
Many	governments,	including	those	from	the	United	States,	
Britain	and	Australia,	have	begun	to	embrace	impact	
investing as an innovative tool to address their social 
issues.  The key attractions of impact investing include: 

•	engagement	of	the	private	sector

•		attraction	of	fresh	capital	to	complement	government	
funding

•	use	of	business	approaches	and	impact	measurement

•		encouragement	of	new	cross-sector	talent	and	career	
paths 

•		deepening	and	expansion	of	growth	capital	to	allow	
scaling	(because	grants	are	not	always	the	appropriate	
tool)

•		recycling	of	capital	for	future	investments	

 

We list four developments that represent opportunities 
for Hong Kong in reviewing its policies towards the 
development of impact investing as a tool towards poverty 
alleviation:

The first is the emergence of a global movement for impact 
investing seeking the most effective ways to generate 
social	(and	environmental)	impact.	In	the	seminal	2010	
report,	Impact Investments: an Emerging Asset Class,	by	
JP	Morgan	and	Rockefeller	Foundation,	the	narrative	was	
just	a	1%	shift	in	the	US$600	trillion	of	globally	managed	
assets into impact investments translates into sizeable new 
funds that could be deployed towards tackling urgent social 
needs. Granted that Hong Kong has only seven million 
people,	but	its	role	as	a	financial	hub	in	Asia	and	gateway	to	
China	put	it	in	an	unique	position	to	also	serve	as	a	social	
finance	hub	for	the	region.

http://www.thegiin.org/cgi-bin/iowa/resources/research/151.html
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 9. Hong Kong 2014 Policy Address. http://www.policyaddress.gov.hk/2014/eng/index.html, accessed January 2014.

10. Introduced in the UK in 2005, a community interest company (CIC) is a limited company whose objective is to use profits to address 
social and environmental concerns rather than maximizing shareholder profit. 

11. A low profit-limited liability company (L3C) is a legal business entity in the US whose legal structure allows social enterprises to attract 
funding from foundations and private investors. 

12. A Benefit Corporation is a corporate form in the US designed for for-profit companies to incorporate socially or environmentally 
beneficial practices with profit-making pursuits.

The second is the growing demand from both Hong Kong’s 
youth for careers providing both money and meaning as 
well as from professionals who are at the second half of 
their	careers	eager	to	share	their	expertise,	networks,	time	
and money to add value to society. It is no coincidence 
that	Chief	Executive	CY	Leung’s	2014	policy	address9,	
entitled Support the Needy, Let Youth Flourish, Unleashing 
Hong Kong’s Potential,	highlighted	youth	and	the	ageing	
population as two of its focus areas. 

The third is the emergence of hybrid corporate legal 
structures	in	the	US	and	Europe	reflecting	demand	for	new	
organizational	structures	that	aligns,	enables	and	crowds	
in risk-appropriate capital into organizations pursuing dual 
financial	and	social	objectives.	The	growing	adoption	of	
CICs10,	L3Cs11	and	Benefit	Corporations12 has spurred 
the	development	of	impact	investing	in	the	UK	and	US,	
respectively that would otherwise still be invested in 
traditional investments or donated to charities. 

In	the	Hong	Kong	context,	discussions	around	these	
concepts	are	non-existent	with	the	recent	Charity	
Law Reform focusing primarily on governance issues. 
Experiences	in	other	countries	show	that	the	lead-time	for	
stakeholder engagement for such policy changes is very 
long but for those economies where this has already been 
implemented,	impact	investments	have	become	more	
mainstream. 

The fourth is a broadening discussion around cross-
sectoral as well as cross-economy partnerships. At 
the	highest	levels,	both	the	United	Nations	post-2015	
Millennium	Development	Goals	(MDGs)	and	the	World	
Economic	Forum	(WEF)	have	articulated	the	need	for	
further cross-sector partnerships to achieve lasting 
development	goals.	In	fact,	goal	number	12	of	the	
post-2015	UN	MDG	states	“Create	a	Global	Enabling	
Environment and Catalyze Long-term Finance” articulates 
the importance of global partnerships and learning to 
pool	and	align	resources	to	address	complex	and	inter-
dependent social issues that do not know national borders. 

Similarly,	the	recently	launched	Global	Learning	Exchange	
on	Social	Impact	Investing,	co-convened	by	WEF	and	
IIPC,	in	collaboration	with	the	UK	Cabinet	Office,	seeks	
to create an informational platform for cross-sector best 
practices sharing towards catalyzing impact investing. 

To	take	advantage	of	these	broader	opportunities,	the	
Government needs advocates within its leadership to 
incorporate these new developments into its policy 
formulation. Not doing so could result in Hong Kong’s 
playing	catch-up	to	other	Asian	economies,	including	
South Korea and Singapore.

http://www.policyaddress.gov.hk/2014/eng/index.html
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SECTION 3:  
SOCIAL WELFARE 
DEVELOPMENT AND 
GOVERNMENT SOCIAL FUNDS
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3.1 COMMUNITY CARE FUND 
(CCF) 
Launched	in	2011	under	the	Home	Affairs	Department	
(HAD),	the	HK$5	billion	(US$645	million)	CCF	is	a	trust	fund	
that provides immediate social welfare assistance directly to 
beneficiaries	facing	economic	hardship.

Following	the	reinstatement	of	the	CoP	in	December	2012,	
the CCF has been integrated into the work of the CoP 
since	2013.	The	CCF	Task	Force,	set	up	under	the	CoP,	
will	continue	to	implement	the	existing	CCF	assistance	
programs and take forward measures on a pilot basis to 
help the Government identify those that can be regularized. 

Although it was a positive measure in response to public 
demand,	CCF	did	not	raise	the	HK$5	billion	(US$645	
million)	in	matching	funds	from	the	commercial	sector	as	
it	originally	planned	–	with	only	HK$1.8	billion	(US$232	
million)	committed	and	HK$1.2	billion	(US$155	million)	
actually	collected	as	of	early	2014.	Some	have	also	
questioned	the	efficiency	of	fund	usage	given	its	size.

3.2 ENHANCING 
EMPLOYMENT OF PEOPLE 
WITH DISABILITIES 
THROUGH SMALL 
ENTERPRISE FUND  
(3Es FUND) 
Announced	in	2001	by	the	Social	Welfare	Department	
(SWD),	the	HK$50	million	(US$6.5	million)	project	provides	
one-time	grants	to	NGOs	to	set	up	small	businesses	
offering employment opportunities for people with 
disabilities based on a market-driven approach.

As	a	requirement,	the	number	of	disabled	employees	of	the	
funded	business	should	be	at	least	50%	of	the	total	number	
of staff on the payroll. Funding support is in the form of 
one-off	grants	to	help	defray	the	initial	capital	expenditure	
and	operating	expenses	for	the	setting	up	of	these	small	
businesses.	Apart	from	seed	money,	the	grant	can	be	
applied	to	cover	any	operating	loss	in	the	first	three	years	
of	operation.	Businesses	are	expected	to	become	self-
sustaining after three years’ operation.

As	of	end	of	2012,	the	3Es	Fund	has	received	total	injection	
amounts	of	HK$154	million	(US$20	million)	and	allocated	
HK$54	million	(US$7	million)	to	76	projects.	As	we	shall	
see	in	the	next	section,	social	funds	tend	to	get	recurrent	
funding	support,	as	they	are	difficult	to	halt	once	rolled	out.

3.3 COMMUNITY 
INVESTMENT AND 
INCLUSION FUND (CIIF)
Established	in	2002	by	the	Labor	and	Welfare	Bureau	
(LWB),	the	HK$300	million	(US$39	million)	CIIF	provides	
project	funding	to	develop	a	diverse	mix	of	social	
capital development initiatives to build a cross-sectoral 
collaborative platform and mutual help network. The Fund 
seeks	to	build	social	capital	–	to	foster	trust,	social	networks	
and	cohesion,	as	well	as	enhance	mutual	support	in	the	
community.	However,	since	the	outcome	of	social	capital	
development	is	not	immediately	apparent,	there	have	been	
a number of controversies over the evaluation of this fund. 

As	of	end	of	2012,	CIIF	has	invested	nearly	HK$300	million	
(US$39	million)	to	the	community.	In	January	2013,	an	
additional	injection	of	HK$200	million	(US$26	million)	to	
CIIF was approved by LegCo Finance Committee to ensure 
that CIIF could continue to perform its social function in 
furthering social capital development. 

13. There are a number of other social funds such as the Social Welfare Development Fund, as well as quasi-government social funds 
like the Community Chest and the Hong Kong Jockey Club that we have excluded for purposes of this report as they do not relate 
directly to nor reflect government policy in relation to impact investing.

In	this	section,	we	briefly	describe	five	ongoing	social	funds13 as well as the new SIE Fund created to address poverty 
alleviation.	We	believe	these	funds	represent	well-intended	but	currently	inadequate	solutions	because	they	address	
immediate community demands but remain disconnected to Hong Kong’s longer-term social issues. 
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3.4 PARTNERSHIP FUND FOR 
THE DISADVANTAGED (PFD)
Set	up	in	2005	by	the	SWD,	the	HK$200	million	(US$26	
million)	PFD	seeks	to	encourage	collaboration	among	the	
Government,	the	social	welfare	sector	and	the	business	
community to help the disadvantaged. PFD provides 
one-off matching grants to donations made by business 
organizations to support projects run by charitable welfare 
NGOs	having	tax-exempt	status	under	Section	88.	In	2010,	
the	Government	injected	an	additional	HK$200	million	
(US$26	million)	to	provide	further	impetus	to	the	program.

Although the matching grant is one-off with funding ceiling 
of	HK$2	million	per	application,	some	of	the	sponsored	
projects demonstrating success have received follow-on 
grants,	which	also	nurtures	the	long-term	collaboration	
between	the	business	community	and	the	non-profit	space.	

3.5 ENHANCING SELF 
RELIANCE THROUGH 
DISTRICT PARTNERSHIP 
PROGRAMME (ESR) 
Established	in	2006	under	the	HAD	in	response	to	an	
initiative	of	the	original	CoP,	the	HK$150	million	(US$19	
million)	ESR	Program	provides	seed	grants	for	eligible	
organizations to set up social enterprises towards alleviating 
poverty	at	the	district	level.	This	reflected	the	belief	that	
district-based initiatives can more effectively identify local 
needs,	mobilize	community	resources	and	create	local	
employment opportunities on a sustainable basis. Instead 
of	providing	short-term	relief,	the	ESR	Program	aims	at	
increasing the skills of the employable and providing job 
opportunities for the socially disadvantaged to upgrade 
themselves and to be effectively integrated into community.

The	funding	ceiling	is	HK$3	million	(US$387,000)	over	a	
maximum	funding	period	of	three	years	(up	from	two	years	
prior	to	2011).	Starting	from	2011,	the	ESR	program	has	
expanded	its	scope	of	eligibility	on	a	trial	basis,	to	accept	
applications from non-section 88 organizations that are able 
to	demonstrate	their	non-profit-making	nature	with	required	
documents. 

3.6 SOCIAL INNOVATION 
AND ENTREPRENEURSHIP 
DEVELOPMENT FUND (SIE 
FUND)
Announced	in	July	2012,	the	Government	allocated	
HK$500	million	(US$65	million)	from	the	Lotteries	Fund	to	
form	a	Social	Enterprises	Development	Fund,	to	extend	
loans	and	loan	guarantees	to	social	enterprises.	However,	
following	the	re-establishment	of	the	CoP,	it	was	renamed	
the Social Innovation and Entrepreneurship Development 
Fund	(SIE	Fund)	and	sponsorship	transferred	from	the	
HAB	to	the	Office	of	the	Chief	Secretary	with	the	Efficiency	
Unit as the Secretariat.

The objectives of SIE Fund are “to establish and support 
processes,	schemes	and	experiments	that	attract,	inspire	
and nurture social entrepreneurship to introduce and 
develop innovations that create social impact and build 
social capital to support poverty relief in Hong Kong”.

The	SIE	Fund	has	been	launched	since	September	28,	
2013	and	a	task	force	was	set	up	under	CoP	to	oversee	
the management of the Fund. 



ANALYSES OF THE SOCIAL FUNDS
Our	analyses	of	these	social	funds	reveal	the	following	three	observations,	which	we	
are sharing in the spirit and hope of promoting more effective collaboration and avoiding 
duplication of efforts both within the Hong Kong government and across sectors. 

1.	Different	Approaches,	One	Shared	Goal
Although	every	social	fund	has	its	unique	objectives	in	terms	of	target	groups	or	issues	 
(e.g.	socially	disadvantaged	groups,	food	support),	themes	(social	innovation,	social	capital,	
cross-sector	collaboration),	or	strategies	(immediate	relief	vs.	long-term	support),	they	share	
the	same	underlying	goal,	which	is	to	help	those	who	are	trapped	in	poverty	to	springboard	
towards	self-sufficiency.	These	social	funds,	however,	remain	largely	disconnected	and	lack	
a coherent narrative to underscore how they contribute to the longer-term social well-being  
of Hong Kong. 

2. Variations of Government Subventions
While	claiming	to	support	social	enterprises,	Hong	Kong’s	social	funds	are,	in	reality,	
variations of conventional government subventions and restrict the eligibility of applicants to 
not-for-profit	organizations.	The	SIE	Fund’s	willingness	to	embrace	new	ways	of	funding	will	
foster collaboration across organizations towards a target social issue or group. It will also 
potentially	enable	social	entrepreneurs	to	obtain	funding	support,	through	intermediaries,	 
to unleash the potential of innovation to break the cycle of poverty. 

3. Lack of Sustainability and Scalability
Relying solely on the public sector to solve Hong Kong’s poverty issue is neither sustainable 
nor scalable. The Government should go beyond providing grant funding and catalyze 
private	capital,	networks	and	ideas	for	addressing	social	issues.	Of	all	the	funds	we	
studied,	the	SIE	Fund	has	the	greatest	potential	to	crowd-in	resources	from	other	players,	
including	corporations	and	institutional	investors,	high	net-worth	investors	and	foundations,	
philanthropists	and	impact	investors,	thereby	multiplying	its	impact.

25
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SECTION 4:  
FUND SPOTLIGHT - 
SOCIAL INNOVATION AND 
ENTREPRENEURSHIP 
DEVELOPMENT FUND 
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SIE FUND AT A GLANCE
Objectives: To establish and support processes, schemes and experiments that attract, inspire and 
nurture social entrepreneurship to introduce and develop innovations that create social impact and build 
social capital to support poverty relief in Hong Kong.

Principles:

•		Social	innovation	is	the	focus,	not	social	enterprise	per	se;

•			Scope	of	the	Fund	should	remain	flexible	for	more	effective	delivery	of	results	based	on	actual	
experience;

•			Focus	on	innovative	ideas	to	alleviate	and	prevent	poverty;

•				Risk	assessment	is	important	while	promoting	innovation	so	as	to	maintain	the	prudent	use	of	public	
money; and

•		No	overlap	with	other	existing	public	funding.

Focus areas:

Funds	will	be	distributed	under	the	three	priority	areas	–	(1)	research,	(2)	capacity	building,	and	 
(3)	innovative	programs	–	through	a	variety	of	programs	administered	by	intermediaries.	It	may	 
also	sponsor	some	theme-based	flagship	projects	directly	from	time	to	time.	In	addition	to	the	 
above,	the	Task	Force	will	further	deliberate	various	options	including	grant,	matching	grant	 
and other types of funding. 

Research 

1.    Undertaking or commissioning research to better identify areas of needs;

Capacity Building 

2.     Establishing or supporting schemes to reach into the community to spread awareness of social 
innovation	and	entrepreneurship,	to	encourage	individuals	to	enter	the	field;

3.					Establishing	or	supporting	networks	among	bodies	engaged	in	the	field	of	social	innovation	and	
entrepreneurship	to	help	build	capacity	and	co-ordination	across	the	field;

4.    Establishing or supporting schemes to provide mentorship for aspiring social entrepreneurs;

5.		Building	networks	that	help	connect	aspiring	social	entrepreneurs	with	partners,	finance	or	other	
support mechanisms;

Innovative Programs

6.		Supporting	existing	mechanisms	to	provide	seed	or	scale-up	funding	for	innovative	social	
entrepreneurs;

7.		Establishing	new	funding	mechanisms	to	support	innovative	social	entrepreneurs	that	fill	the	gaps	or	
complement	existing	programs;	and

8.  Funding suitable projects that meet the objectives of the Fund.

Among	the	six	funds	highlighted	in	this	report,	the	SIE	Fund	potentially	offers	the	best	prospect	for	rethinking	Government’s	
social	funding	approach	and	catalyzing	the	development	of	impact	investing.	Therefore,	special	care	must	be	taken	
to	ensure	that	it	is	aptly	designed	to	facilitate	social	innovation	and	executed	with	mechanisms	in	place	to	encourage	
measured risk-taking and learning.
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Intermediaries will be selected from among credible new 
and	experienced	practitioners	in	social	innovation.	They	
will be engaged to administer social innovation programs 
and	maximize	the	various	impacts	of	the	Fund.	As	of	
April	2014,	the	first	flagship	program	was	announced	for	
food support with short-listed organizations contacted for 
further engagement.14

United Kingdom

Hong Kong

United States

Australia

India

Social	Incubator	Fund	(GBP10m);	
Investment and Contract 
Readiness	Fund		(GBP10m);	
Big	Society	Capital	(GBP600m);	
Social	Incomes	Fund	(GBP20m	
top-up	to	SIBs)

SIE	(HK$500m)

Small Business Administration 
(SBA)	Startup	America	Impact	
investment	Fund	(US$1bn);	SBA	
Early-stage Innovation Fund 
(US$1bn)	

Foresters Community Finance 
(AUD12m);	Social	Enterprise	
Finance	Australia	(AUD20m);	
and Social Ventures Australia 
(AUD8.8m)

India Inclusive Innovation Fund 
(RS50bn)

Fund Description Total Fund Size 
(local currency m)

Total Fund Size 
(US$m)

GBP640

HK$500

US$2,000

AUD40.8

RS50,000

1,050

65 

2,000

46

806

Given that this fund has not yet been disbursed and its 
objectives	fairly	bold	and	intentionally	innovative	in	remit,	
we would like to put a special focus on this fund in the 
context	of	the	recently	announced	London	Principles	of	
Impact Investing. 

To	put	its	funding	size	in	perspective,	we	compare	the	
SIE Fund with other initiatives or funds internationally 
(see	Table	3).	The	SIE	Fund	appears	to	be	relatively	
modest	in	absolute	terms	but	on	a	per	capita	basis,	this	
initiative	from	Hong	Kong	ranks	only	behind	the	UK	(see	
Figure	7).	Please	note	that	these	international	social	
funds are selected for illustrative purposes only and are 
not intended to be direct comparisons to the SIE Fund.

Table 2. International Social Funds Comparison

Sources: Social Innovation and Entrepreneurship Development Fund, U.S. Small Business Administration Startup America, Big Society Capital, 
India Innovation Fund, Australian Government Department of Employment and Social Ventures Australia

14. Currently, the Lotteries Fund has approved a first tranche of HK$100 million (US$13million) for disbursement and it is not clear if this 
entire amount will be allocated towards food support.
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Relative	to	other	local	social	funds,	aside	from	the	CCF	which	dwarfs	all	the	other	funds,	the	SIE	Fund	represents	an	
unprecedented	effort	among	the	existing	social	funds	in	tackling	poverty	alleviation	(see	Figures	8	and	9).

Figure	7.	Comparison	of	SIE	Fund	Versus	International	Social	Funds	Per	Capita	

Figure	8.	Comparison	of	Social	Funds	(including	CCF)

Sources: The World Bank, Social Innovation and Entrepreneurship Development Fund, U.S. Small Business Administration Startup America, 
Big Society Capital, India Innovation Fund, Australian Government Department of Employment and Social Ventures Australia. 

Source: ACV analysis

US$/Capita
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Figure	9.	Comparison	of	Social	Funds	(excluding	CCF)

In	the	following	section,	we	will	use	the	London	Principles	to	frame	how	the	Government	might	facilitate	the	development	of	
the	impact	investing	field	in	Hong	Kong	both	within	the	SIE	Fund	as	well	as	more	generally	from	a	policy	perspective.	

Source: ACV analysis
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SECTION 5:  
APPLYING LONDON 
PRINCIPLES TO GROW 
IMPACT INVESTING IN 
HONG KONG 
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15. Ben Thornley, “An Impact Investing Milestone: The London Principles,” Huffington Post (posted on July 16, 2013), accessed October 13, 2013.

16. Ming Wong from ACV and Kim Salkeld from the EU of the HKSAR were among those who contributed to the development of the Principles.

5.1. INTRODUCTION TO THE 
LONDON PRINCIPLES
The Impact Investing Policy Collaborative (IIPC) London 
Principles were launched at an international conference 
in London in July 2013. Ben Thornley, Director at Pacific 
Community Ventures, a co-convener of IIPC, described the 
Principles as, “a statement of intent and integrity… to 
be utilized by public officials to make smart regulatory, 
procurement, tax and other policy interventions.”15

5.2. THE FIVE LONDON 
PRINCIPLES
In	this	section,	we	will	examine	each	of	the	five	principles	
in	the	Hong	Kong	context	and	suggest	ways	in	which	they	
can	be	applied	effectively	by	incorporating	the	findings	from	
EngageHK. 

The following five principles for impact investing, in 
summarized form, resulted from two days of deliberation by 
30 public officials and researchers from 15 countries16 at 
the Skoll Centre for Social Entrepreneurship in Oxford:

1.  Clarity of purpose – speaking to the importance of 
vision, leadership and perspective on what impact 
investing can realistically accomplish.

2.  Stakeholder engagement – bringing design principles 
to surface ideas, engender public support, and ensure 
policy is well targeted to expressed needs.

3.  Market stewardship – recognizing that policies that 
increase the supply of impact investing capital must 
balance those that strengthen social enterprises and 
other capital recipients, together with intermediary 
infrastructure.

4.  Institutional capacity – providing for the appropriate 
expertise, resources, and durability within government to 
ensure successful policy implementation.

5.  Universal transparency – locking in accountability and 
supporting a culture of continuous, open learning and 
improvement among all actors in impact investing.

The following preamble to the London Principles spells out 
IIPC’s rationale for developing this set of principles to assist 
government policy makers considering impact investing as 
a tool to address social objectives.

Preamble
Impact	investing	is	a	growing	field,	and	public	officials	are	
increasingly looking at policy tools to bring private capital to 
support the achievement of social objectives. In response 
to	this	trend,	the	Impact	Investing	Policy	Collaborative	
has	worked	with	policymakers,	researchers	and	other	
stakeholders to develop The London Principles,	a	set	of	
guidelines intended to assist governments considering 
impact investing as a tool to address social objectives. They 
do	not	dictate	what	a	government	should	do,	but	rather	offer	
guideposts that ideally point to better strategy and policy 
development.

The London Principles are drawn from a multitude of 
political,	economic,	and	cultural	contexts,	and	have	been	
developed to address different places across varying stages 
of impact investing ecosystem development.

The London Principles	are	designed	to	support	a	reflective	
approach to policy that drives learning and innovation over 
time to achieve important social objectives.

We	expect	the	London	Principles	to	be	a	living	document,	to	
be	improved	on	an	iterative	basis,	reflecting	the	lessons	and	
experience	gained	by	policy	makers	and	practitioners.
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17. Positive non-interventionism can be traced back to British colonial rule that took the view that Hong Kong’s economy was doing well in 
the absence of government intervention. The government believed its role was to create the regulatory and physical infrastructure while 
allowing the markets to allocate resources and make decisions on its own.

18. Quote from ACV interview with a Government Advisor. All the quotes in Section 5 were taken from interviews conducted between 
January and June 2013 by Alison Gordon, on behalf of ACV, with various representatives from the Government, Legislative Council, 
NGOs (as non-profits are known in Hong Kong), social fund managers and government advisory bodies. We agreed with the interviewers 
to keep them anonymous to encourage a higher degree of openness in their comments. 

19. Quote from ACV interview with a Legislative Council Member. 

5.2.1. CLARITY OF PURPOSE
Clarity of purpose, on the part of government, reinforces 
strategy and policies that are integrated into existing 
policy and market structures, which target specific social 
objectives, and clearly define the role for impact investing 
in achieving those objectives. Clarity of purpose allows 
governments to avoid inefficient use or misallocation 
of resources, insufficient policy support that impedes 
achievement of outcomes, and disjointed policy regimes.

Governments should:

•  Clearly identify the social objective(s) that the impact 
investing strategy or policy is meant to target.

•  Clearly identify why the impact investing strategy or policy 
might be an appropriate tool to meet those objectives, 
and how impact investing complements broader policy 
systems.

•  Define realistic expectations for the results the impact 
investing strategy or policy might achieve and the time it 
might take to achieve them.

Hong	Kong	Context
This point on clarity of purpose is potentially the most 
challenging	one	for	Hong	Kong.	Our	EngageHK	findings	
reveal that many key players in the social ecosystem 
believe that the Government has historically been taking on 
a	cautious	role	in	policy	making,	often	tackling	symptoms	
instead of the root causes of social issues. Due to its 
positive non-interventionist17	approach,	the	Government	
has yet to articulate a longer-term social vision to frame its 
approach	to	policy	and	funding.	Instead,	it	appears	to	be	
driven	by	political	expediency.

For	the	various	social	funds,	some	observers	felt	these	
funds mainly served to placate community interest groups.  

“[Funds] are all allocated in a very ad-hoc manner…there 
is no sense of direction. They are a one-off; there is no 
commitment to the longer term.” 18

“The money is not important, policy is. Government 
[ministers] only create the idea for a fund and then start 
funding. Government should provide more direction, not 
stand aside and leave others to deliver. Before setting up a 
fund, you need guidance to ensure benefits.” 19

This non-interventionist approach may have reinforced the 
perception of the Government in creating social funds to 
respond	to	expressed	community	needs.	However,	since	
the Government has yet to link these needs to Hong Kong’s 
longer-term	social	challenges,	any	measures	of	success	
will be purely redistributive in nature in favor of target 
beneficiaries	or	those	segments	of	the	population	below	the	
poverty line.

There	is	also	a	general	perception	that	social	funds,	once	
launched,	are	difficult	to	withdraw.	For	those	funds	such	as	
the	CCF,	the	topping-up	of	the	initial	fund	amount	is	a	result	
of their success in addressing the community’s immediate 
needs.	For	some	other	funds,	such	as	the	ESR	and	CIIF,	
where	results	might	be	mixed	or	at	best	anecdotal,	they	
continue	to	exist	while	lacking	the	ongoing	clarity	on	how	
they	fit	in	with	the	broader	poverty	alleviation	goals,	or	even	
relative to the other social funds. 

Suggested Approach
Our	suggested	approach	for	the	Government:

a)		Create	an	impact	investing	agenda	to	address	the	
longer-term	social	challenges	confronting	Hong	Kong,	
including	but	not	exclusively	around	poverty	alleviation.	
Its	current	approach	to	narrowly	define	poverty	alleviation	
as a redistributive social transfer to select segments of 
the population falling under or close to the new poverty 
line	is	not	sustainable.	It	also	does	not	provide	sufficient	
incentive for Hong Kong entrepreneurs looking for more 
innovative ways to tackle these challenges.

b)		Establish	a	separate	Office	of	Social	Innovation	(OSI)	
with	an	advisory	board	that	includes	the	Efficiency	Unit	
and	the	Innovation	and	Technology	Commission,	among	
others.	The	OSI	will	have	an	expanded	mandate	to	
promote social innovation within Government and across 
sectors	through	its	funding,	regulating	and	convening	
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Hong	Kong	Context
A	key	finding	of	EngageHK	is	a	lack	of	cross-sector	
collaboration	and	knowledge	sharing.	In	addition,	there	is	an	
ingrained	“siloed”	mindset	in	the	ecosystem,	where	for-profit	
and	not-for-profit	sectors,	including	the	Government,	rarely	
collaborate beyond their traditional boundaries. Many of the 
social funds have been introduced in response to market 
conditions and community interest groups’ clamors without 
the	benefit	of	adequate	stakeholder	engagement.	

“ The government does not coordinate [the role and 
priorities] of different departments such as education, 
health, the hospital authority, and the environment; they do 
not conduct needs analyses across the board.” 20

Advisory	committees,	comprising	members	from	various	
stakeholder	groups,	are	typically	set	up	to	advise	the	various	
Government	departments	but	their	efficacy	varies	and	
degree	of	independence	is	sometimes	called	into	question.

20. Quote from ACV interview with a NGO Director.

powers.	Internally,	it	will	take	on	an	inter-department	
coordinating role to avoid overlapping responsibilities and 
policies similar to those in the US and UK. The proposed 
Office	would	also	lead	government	to	government	
convenings	with	other	cities	to	share	ideas,	resources	
and talents. This will also lower the political risk in rolling 
out new ideas and policies. 

c)		Conduct	a	holistic	review	of	existing	and	new	social	
funds.	A	needs	based	assessment	should	be	required	
for	all	existing	social	funds	prior	to	any	decision	of	
topping-up. These assessments should be linked with 
the long-term social vision and resist immediate relief of 
local needs that encourage dependence on the same 
funding	sources,	thereby	stifling	innovation.	We	also	
recommend	promoting	shared	learning,	reducing	overlap	
and	bureaucratic	red	tape,	and	streamlining	processes	
whenever possible.

5.2.2. STAKEHOLDER 
ENGAGEMENT
Stakeholder engagement brings discipline and legitimacy to 
policy design. By institutionalizing dialogue and feedback, 
with relevant stakeholders, governments can bring 
important additional resources to support impact investing 
strategies and policies. Effective stakeholder engagement 
ensures that all actors are included, manages expectations, 
and avoids the development of policies that are unfit for 
purpose.

Governments should:

•  Identify, engage, and collaborate with key stakeholders, 
from concept to implementation to revision of strategies 
and policies.

•  Support shared ownership of policy and a dynamic 
process of policy development and review.

•  Guard against misaligned incentives or unequal power 
structures that work against effective impact investing 
strategy and policies.
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Suggested Approach
Our	suggested	approach	for	the	Government:

a)		Provide	a	platform	for	people	to	express	their	views,	and	
implement a fair and transparent process on how to take 
these views forward for policy review and setting. 

b)		Use	its	powers	thoughtfully	to	fund,	regulate,	supervise	
and incentivize other stakeholder groups in engaging 
them	for	its	social	funds	whether	as	a	recipient,	social	
service		delivery	provider,	advisor,	established	player,	or	
a new entrant in the nascent space of social innovation 
and impact investing. 

21. Quote from ACV interview with a Government Official. 

22. During our EngageHK mapping initiative, we have also experienced first hand the challenges in convening multiple stakeholders with 
different and sometimes competing agendas. We became aware of the importance of trust building and the need to provide a safe space 
for people to express their often divergent positions and competing perspectives, including capturing mainstream perspectives while 
being informed of minority views and having a fair process on how to take these views forward from a policy standpoint. 

23. The Social Impact Investment Taskforce was launched in June 2013 by UK Prime Minister David Cameron to engage members from the 
G8 countries as well as Australia and the European Union. It seeks to catalyze the development of the social impact investment market 
and to take impact investing to a tipping point globally. https://www.gov.uk/government/policy-advisory-groups/social-impact-investment-
taskforce, accessed  February 2014.

24. Our EngageHK mapping initiative that covered seven major sub-sectors might offer some lessons in effective stakeholder engagement.

“Compare the members and the [social welfare] expertise of 
the Commission on Poverty against the Financial Services 
Development Council, with all its top [financial] experts. 
Are any of [the members of the Commission] real social 
experts? When it comes to social issues, [the committees] 
are not directed by experts in the area. Why not? To dilute 
the potential power of the committee… by this kind of 
appointment process, [the Government] gets what they 
want while looking independent.” 21

For	example,	Civic	Exchange,	a	not-for-profit	think	tank,	
convened a multi-stage consultation process on Hong 
Kong’s	energy	policy	in	2013,	by	inviting	speakers	from	
other countries that have gone through similar stakeholder 
engagement processes. Some participants noted that 
while	the	process	convened	by	Civic	Exchange	was	
thoughtfully	crafted	to	obtain	both	expert	and	public	views,	
the involvement of senior government representatives was 
notably limited.22  

We need a stakeholder engagement process that 
is	procedurally	transparent	and	inclusive	to	reflect	
the perspectives of all relevant actors and foster the 
development of policies and initiatives that work towards a 
clear social purpose.

c)		Engage	with	the	global	impact	investing	community,	
such as the Global Social Impact Investment Taskforce23 
co-organized	by	the	UK	Cabinet	Office,	Impact	Investing	
Policy Collaborative and the World Economic Forum.

 
Our	suggested	approach	for	the	SIE	Fund:	

d)		Reach	out	proactively	to	the	media	to	explain	the	
fund’s objectives and how they are ultimately linked 
to addressing poverty and other issues in Hong Kong. 
Establish a friendly partnership with the media to 
promote social innovation and educate the public about 
impact investing.

e)		Crowd-in	additional	financial	as	well	as	in-kind	support	
from	foundations,	other	private	or	corporate	funds.	This	
approach	rides	on	their	unique	and	preferred	ways	of	
providing support to addressing social issues while 
achieving their organizational community engagement 
objectives.24 

f)		Build	on	momentum	from	recent	impact	investing,	social	
enterprise forums in Hong Kong to promote the city as 
an	Asia	hub	for	impact	investing,	social	innovation	and	
entrepreneurship.

g)		Feature	exemplary	individuals	and	organizations	that	
contribute towards social innovations in their own ways 
or	through	cross-sector	efforts	or	careers.	For	example,	
the SIE Fund under their capacity building program could 
leverage the use of media and launch initiatives such as 
‘Social Innovation Ambassadors’ to give recognition to 
these organizations and initiatives.

https://www.gov.uk/government/policy-advisory-groups/social-impact-investment-taskforce
https://www.gov.uk/government/policy-advisory-groups/social-impact-investment-taskforce
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25. Quote from ACV interview with a Government Official.

26. Quote from ACV interview with a Government Social Fund Manager.

27. Quote from ACV interview with a Legislative Council Member.

The current social funds provide grant money to allow 
projects and some early stage social enterprises to get 
started but they largely ignore the capacity building services 
these	entities	require	to	grow.

“From the funds’ perspective, they want to seed projects 
that theoretically could be sustained in the longer term. But 
it is like giving a farmer money… you hope the farmer will 
purchase equipment and up-skill, so that his productivity will 
increase for the long term… but instead he hires temporary 
help which only increases production as long as the money 
lasts [to pay the wages].”25

Government	and	non-profit	funded	social	enterprises	
generally focus on social mission with some earned 
revenues while privately funded social enterprises are 
struggling	to	get	seed	funding.	As	a	result,	the	perceived	
success of the sector is uneven and the pipeline for self-
sustainable social enterprises is weak.

Prior	to	the	introduction	of	the	SIE	Fund,	the	Government	
has historically not invested any resources to develop the 
intermediary	sector.	In	the	ESR	Fund	for	example,	funding	
is	provided	for	seeding	with	limited	thought	to	exit	strategies	
post funding after the incubation period. There is also 
limited thought given to how and what the Government 
could do to develop the ecosystem for social enterprises to 
flourish.

“ Now it is largely down to ‘mother organizations’ [i.e., 
NGOs] to provide support when Government funding dries 
up… The public and open market need to know about 
and support SEs [social enterprises], they need to buy 
[their] products and services to create continuing revenue 
streams… The Government has more services to create 
continuing revenue streams. The Government has more 
work to do in this area… social enterprises have huge 
room to grow.” 26

“ If no policies follow the main policy [to launch the fund], 
it won’t drive change. To maintain the [social enterprise] 
model, the Government needs to help provide them [social 
enterprises] with a market.” 27

The	above	dilemma	goes	back	to	the	first	London	Principle	
to	provide	clarity	of	purpose	linked	to	a	specific	long-term	
vision on how social funds address the broader social 
challenges	in	Hong	Kong.	Without	such	a	linkage,	these	
funding efforts are at best palliatives redistributing social 
funding	to	target	beneficiaries	rather	than	serving	as	
springboards to get out of poverty. 

5.2.3. MARKET 
STEWARDSHIP
Market stewardship ensures a holistic vision for impact 
investing strategies and policies. It focuses on a balanced 
development of investor interest, investment opportunities, 
and mechanisms to deliver intended social outcomes. 
Effective market stewardship sets appropriate levels of 
regulation and mitigates unnecessary management of 
market activity.

Governments should:

•  Identify the appropriate use of market interventions, 
including at which point they should be made, for how 
long, and by which agencies and institutions.

•  Develop markets holistically, balancing capital supply, 
investment readiness, and support for enabling 
intermediary infrastructure.

•  Support reliable and responsive policy, mindful of 
stakeholder priorities, incentives and limitations.

Hong	Kong	Context
Broadly	speaking,	EngageHK	findings	identify	the	lack	of	an	
enabling	environment	and	ambiguous	definitions	of	social	
enterprises as key issues hindering the development of 
impact investing in Hong Kong.

Critically,	there	is	a	lack	of	intermediary	infrastructures	and	
corresponding funding support to address the imbalances 
of demand and supply for impact investment in Hong Kong. 
For	example,	there	is	currently	no	organized	clearinghouse	
for	ideas	and	philanthropic	funding	to	non-profits	and	
social	businesses,	as	well	as	a	dearth	of	funding	platforms	
at scale for individuals with innovative social ideas to get 
started. There is also a lack of awareness of the need for an 
intermediary	sector	to	provide	a	platform	for	ideas	exchange	
and capacity building in the social ecosystem.
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Effective market stewardship also means the Government 
needs to take a holistic approach to supporting and 
ensuring the viability for the entire ecosystem. 

“ The time has not yet come in Asia [for major private 
capital flows to target social issues]… There is not 
enough old money around. Corporates confuse CSR with 
impact investing. There is not a well-developed market 
of fund providers to channel this kind of [funding] activity. 
Government wants to encourage it, but in my experience 
in private equity, the least successful funds were those in 
which Government was involved.” 28

“ Private capital is insufficient to address these problems… 
The issue is one of funding scale and strategic 
timescales… Funding must be long-term, recurrent 
Government funding. Foundations are small, with unpooled 
capital that help only singular organizations.” 29

As	these	comments	reflect,	the	Government,	at	a	minimum,	
needs	to	balance	capital	supply,	investment	readiness,	and	
support	for	enabling	intermediary	infrastructure.	Ideally,	it	
should	also	explore	policies	that	promote	the	development	
of both the demand and supply of capital to help the sector 
grow.

The Government deserves applause for establishing 
the SIE Fund and granting it the mandate to spur social 
innovation and entrepreneurship.  

“The Government sees the fund as an enabler, testing new 
methods to assist social innovation and entrepreneurship 
to tackle the problems that poverty and exclusion cause 
for our community. In my view, this experimental approach, 
trying out new ideas and learning from them, will itself be a 
useful innovation in the application of public money.” 30

We believe that additionally framing the remit of the fund to 
catalyze the growth of impact investing in Hong Kong will 
clearly demonstrate the Government’s intention to engage 
and organize private capital and resources to collaboratively 
address the city’s longer-term social challenges.

Suggested Approach
There are four aspects of market stewardship to build on: 
demand,	supply,	intermediary	development,	and	enabling	
environment.	Our	suggested	approach	for	the	Government:

a)		On	the	demand side,	leverage	the	SIE	Fund	in	
partnership with other players such as the InvestHK to 
attract	innovative	start-ups	to	Hong	Kong,	encourage	
social	entrepreneurship,	incubate	and	accelerate	social	
enterprises	as	they	scale.	At	the	local	level,	encourage	
universities and vocational schools to promote an 
awareness	of	social	entrepreneurship	both	as	a	first	
career for the youth as well as for professionals in the 
second half of their careers to consider cross-sector 
career changes.

b)		On	the	supply side,	fund	research	initiatives	such	as	the	
feasibility	of	crowdfunding	as	an	impact	investing	tool,	
and devise policy ideas that encourage the private sector 
and	foundations	to	fund	more	innovatively	through	tax	
and procurement incentives.31 

c)		On	intermediary development,	conduct	collaborative	
learning	exchanges	with	other	governments	to	develop	
common frameworks and sharing of successes or 
failures. Leverage SIE Fund to support intermediaries 
across the spectrum of social incubators and accelerators 
as	well	as	related	service	providers.	Furthermore,	resist	
temptation to spread out funding support in favor of 
providing targeted funding at scale. 

d)		On	the	policy and legal infrastructure development,	
commission research on the viability of hybrid legal 
structures	(including	CIC,	L3C	and	Benefit	Corporation)	
as well as pay for success programs to prepare the 
ecosystem for impact investing. 

Across	the	four	aspects,	there	are	several	examples	of	
international government initiatives that Hong Kong can 
look	into	such	as:	Public	Service	(Social	Value)	Act	(UK),	
Red	Tape	Challenge	(UK),	The	Law	Commission	(UK),	The	
Social	Enterprise	Promotion	Act	(SEPA)	in	South	Korea	
and The Social Enterprise Bill in the Philippines. At stake is 
an opportunity to unlock the power of impact investing by 
purposefully identifying and addressing gaps. 

28. Quote from ACV interview with a Government Official.

29. Quote from ACV interview with a Government Official.

30. Professor Stephen Cheung, Chair of SIE Fund Task Force, “Enabling Social Innovation and Entrepreneurship to Address Poverty” 
(speech, Hong Kong, March 14, 2013).

31. Given the absence of a charity commission in Hong Kong, a clear statement from the Government or tax authorities that the above 
activities would be deemed charitable in nature would go a long way to convince the conservative trustees of Hong Kong charitable 
foundations that is permissible to support them.
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32. Quote from ACV interview with a Government Advisor.

33. Quote from ACV interview with a Legislative Council Member.

5.2.4. INSTITUTIONAL 
CAPACITY
Institutional capacity allows for the effective use of 
resources, adds value to existing policies, and creates the 
potential for developing innovative strategies and tools 
that address key social problems. Institutional capacity 
establishes reliable and resilient markets, and avoids 
sending mixed signals to investors and civil society on 
the potential for policies to deliver on their promises as 
intended.

Governments should:

•  Determine cross-sector resources within government 
currently available, or necessary to be developed, 
for successful strategy development and policy 
implementation.

•  Develop public sector leadership to implement policies 
where needed and provide stability over time.

•  Measure and evaluate the impact of policies against 
stated objectives, and act efficiently to refine or scale 
accordingly.

Hong	Kong	Context
Social funds have generally been created to address 
specific	community	needs	or	social	issues	in	relation	to	
poverty	alleviation.	The	ESR	Fund,	for	example,	which	
promotes the social enterprise approach to job creation for 
disadvantaged	groups,	is	in	practice	another	variation	of	
funding for the provision of social welfare services.  As a 
result	of	this	rather	outdated	mandate,	institutional	capacity	
to foster social innovation is at best limited.

“ The social enterprises created by the ESR Fund were a 
kind of NGO tuition… it produced 300 social enterprises 
which are mostly on the welfare end. I call them ‘welfare 
enterprise’ – most of them are still applying social work 
processes. The only KPIs [key performance indicators] 
they apply relate to the number of jobs they create. In 
business, no company is successful merely by hiring more 
people.” 32

“ When talking about social enterprises, it’s not about 
running a business. They are operating in an environment 
that is different and somewhat protected from the main 
market. In Hong Kong, you have a form of capitalism that 
is ruthless, with no protection. For social enterprises to 
survive… they need some sort of protection. It is not about 
lack of skills [to run a business] but the lack of environment 
for social enterprises to survive in the Hong Kong market… 
so to operate on a larger scale will be impossible... the 
market will never allow it.” 33

These observations highlight the challenges Hong Kong 
social enterprises face. Should they measure success 
based	on	financial	sustainability	or	social	outputs	such	
as the number of jobs created for disadvantaged groups? 
Is	the	Government’s	role	to	support	them,	perhaps	via	
favorable	procurement	policies	or	tax	incentives,	or	to	
help them compete against mainstream businesses? How 
can the Government ensure that such subsidies do not 
unintentionally	distort	the	playing	field?	
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34. Quote in an ACV interview with a Legislative Council Member.

Mixed	signals	have	thus	far	been	sent	to	the	market,	
partly due to the unwillingness of the Government to 
clarify	the	definition	of	social	enterprises.	Currently,	the	
Government	defines	a	social	enterprise,	for	the	purposes	
of	grant	applications,	as	a	non-profit	organization	or	a	
project	/	subsidiary	of	a	non-profit.	This	approach	needs	
to	be	revisited	to	reflect	new	players	whose	missions	
include	creating	impact	and	financial	sustainability	without	
Government	subsidies.	Alternatively,	a	new	term	like	
impact enterprises could be introduced to distinguish such 
companies	from	the	non-profit	making	social	enterprises.

Suggested Approach
Our	suggested	approach	for	the	Government:

a)		Review	its	departmental	and	policy	focus	to	also	be	
responsive to addressing structural social challenges in 
addition to immediate social welfare goals. It does this by 
acknowledging the critical need for the development of a 
vibrant impact investing ecosystem to supplement social 
funds. 

b)		Commission	an	internal	review	of	existing	institutional	
capacities and policies in addition to social funds to 
determine if they are in need of better implementation or 
a	fresh	re-think	as	informed	by	overseas	experiences.		

Our	suggested	approach	for	the	SIE	Fund:

c)		Appoint	relevant	independent	third	parties	to	conduct	
performance	reviews	at	fund,	intermediaries,	and	
individual project levels. 

d)		Release	regular	updates	and	sharing	to	allow	all	
stakeholders	to	be	fully	aware	of	current	developments,	
given	the	higher	risk	nature	of	pilot	programs,	to	facilitate	
collaboration and generate learning opportunities. 
This approach will allow the Government to replicate 
successes and learn from unsuccessful initiatives.

5.2.5. UNIVERSAL 
TRANSPARENCY
Universal transparency mandates that stated objectives 
are clear, and progress toward their achievement is openly 
measured and reported to relevant stakeholders and the 
public at large. Effective universal transparency enables 
leadership in public innovation, protects against the risk of 
real or perceived bias, realistically manages expectations, 
and empowers citizen participation.

Governments should:

•  Report rigorously on performance and develop a culture of 
transparency that includes all impact investing actors.

•  Commit to a continuous process of shared learning, 
including through an open dialogue on successes and 
failures.

• Foster engagement and fidelity to stated social objectives.

Hong	Kong	Context
Transparency and accountability go hand in hand. While 
most	EngageHK	respondents	recognize	the	benefits	
of transparency and accountability to make informed 
decisions,	there	is	a	notable	lack	of	perceived	leadership	on	
this front. The current political environment in Hong Kong is 
such	that	Government	officials’	wariness	of	media	scrutiny	
hinders	its	ability	to	make	bold,	long-term	decisions	and	
consequently,	affects	its	delivery	of	social	remedies	with	
long-term	benefits.

It is therefore critical for the Government administration to 
focus on how they can be more transparent in identifying 
and addressing longer-term social issues.  Comments like 
the one below are not uncommon and do not foster trust 
and	confidence	in	the	Government’s	engagement	process.

“ Committee positions are ‘payback’ in exchange for political 
support [and] are dominated by business people… the 
real power lies with the bureaucrats [i.e., the departmental 
secretariat that supports the committee] because the 
committee depends on them to provide information and 
screen applications.” 34
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For	a	host	of	reasons,	the	Government	currently	faces	
a	trust	deficit.	Any	new	policies	however	purposeful	in	
addressing	long-term	social	issues,	need	to	be	formulated	
in	a	transparent	manner.	It	will	also	face	significant	public	
scrutiny.	Some	still	believe,	rather	narrowly,	that	social	
funding	and	profit	making	do	not	mix.35  

“ We need to look at social enterprises very carefully… 
revenue generated by [social welfare] services should go 
back to services… we have to be careful where the profit 
goes… if it is a profit making organization, you can’t control 
it or know where the money goes.” 36

Recent newspaper reports show that the Independent 
Commission	Against	Corruption	(ICAC)	will	also	focus	on	
poverty alleviation initiatives such as food banks to ensure 
money will not be directed unwittingly outside of their 
intended charitable impact.37

SUGGESTED APPROACH
a)		As	a	funder,	promote	competition	for	funding	based	

on the merits of their ideas and their ability to address 
structural issues and not just immediate community 
needs.	In	the	absence	of	an	articulated	social	vision,	
grant seekers will tend to provide short-term measures 
of	their	social	impact,	and	rely	on	their	established	“track	
record” at working with the Government with ideas that 
may not be as innovative or impactful. 

b)		As	a	regulator,	foster	trust	and	confidence	by	providing	
policy transparency and consistency in impact investing. 
This predictability generates incentives for market players 
to create products and services geared towards structural 
solutions. 

c)		As	an	enabler,	support	open	data	initiatives	within	and	
across sectors to facilitate cross-sector social innovation 
via technology. This leverages on the increasing 
pervasiveness of technology and data accessibility 
while providing policy and legal safeguards against 
inappropriate use of data.

Our	suggested	approach	for	the	SIE	Fund:

d)		Ensure	that	the	SIE	Fund	is	appropriately	resourced	
with the relevant talent and infrastructure to provide 
fund	and	project	management,	governance	and	impact	
communications. The fund also needs to organize 
itself to be a learning platform across all Government 
departments. Given that social innovation and impact 
investing	are	relatively	new	fields,	the	Government	might	
need to cast its net wider to bring in overseas technical 
advisors to contribute new insight to the process.

e)		Allocate	funding	to	support	intermediaries	and	related	
service providers to develop tailored social impact 
measurement	tools	that	fit	the	current	Hong	Kong	
context.	Such	tools	will	help	manage	public	expectation	
and ensure measureable outcomes for Government’s 
efforts in developing the impact investment ecosystem.38  

35. One evidence of this lack of trust is a recent 2014 Edelman Trust Barometer Annual Global Study which showed a decrease in 
public trust in HK Government from 63% to 45% from 2013 to 2014. 

36. Quote in an ACV interview with a Non-Government Social Fund Manager.

37. SCMP article “Food bank corruption under the spotlight” (dated February 4, 2014), by Jennifer Ngo, accessed February 5, 2014.

38. The development of social impact metrics is not just a technical issue but requires a broad stakeholder engagement process. We 
recommend the Government to form a working panel consisting of experts on impact measurement and community representatives.
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Hong	Kong’s	latest	social	fund,	the	HK$500	million	
(US$65	million)	Social	Innovation	and	Entrepreneurship	
Development	Fund,	is	still	in	its	early	days	but	market	
participants	remain	cautious	in	their	expectations,	partly	
because	of	the	mixed	record	of	the	current	social	funds.	

“Funds are a political response, not social policy… they are 
not part of mainstream policy. They are candy.  Candies are 
good to eat, but they are not good for a daily diet… Candies 
will never lift anyone out of poverty.” 39

We understand the skepticism and our paper has also 
pointed out the many challenges for Hong Kong as it strives 
to	improve	the	design	of	its	existing	batch	of	social	funds.	
Yet	properly	structured	funds	remain	an	important	tool	in	the	
policy	design	toolbox	for	addressing	social	issues.	

Instead of thinking of these funds as token gestures to 
placate	special	interest	groups,	we	should	consider	them	
as catalysts for addressing structural social issues. By 
themselves	these	funds	can	kick-start	social	change,	but	
are	insufficient	to	sustain	and	scale	them.	But	if	we	ensure	
the	appropriate	policy	ingredients	(clarity	of	purpose,	
stakeholder	engagement,	market	stewardship,	institutional	
and	universal	transparency)	exist,	the	potential	for	funds	to	
play a crucial catalytic role to accelerate social change is 
tremendous. 

39. Quote from ACV interview with a NGO Director.

The London Principles are created to inform governments 
from all over the world on how to design more effective 
policies and evaluate them so they are able to meet social 
objectives. They are particularly relevant if the governments 
are looking to attract private capital to work alongside public 
resources to solve their most intractable problems.

By embracing the London Principles of Impact Investing 
in	its	policy	design	and	leveraging	its	financial	hub	
status,	Hong	Kong	is	well	placed	to	establish	itself	as	an	
international	social	finance	and	innovation	hub	for	Mainland	
China	and	the	rest	of	Asia.	In	doing	so,	Hong	Kong	has	
the opportunity to tap into fresh global resources and 
attract new global talent pools to build a better and more 
sustainable future for the city and the region. 
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