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es and other religious organizations were the
major providers of nongovernmental chari-
tabie and publicservices during the premod-
ernperiod. But in traditional Chinese society;
powerful kinship (family) organizations un-
dertook-that role.-This understanding does
come with a caveat, however: In the West,
churches were often founded in political op-
position to a king, while Chinese kinship or-
ganizations were completely subordinate to
the emperor. However, the “legalist” Chinese
royal court was always leery of the solidarity
of the strong kinship organizations and at-
tacked themrelentlessly.

‘What’s more, these multifunctional kin-
ship organizations {ones that were big and
wealthy enough to provide benefits to people
outside theirfamilylineage) were common in
southeast coastal China but, at least initially,
notprevalent throughoutthe restofthe coun-
try. It was not until the Song dynasty (960-
1279) that this kind of organization began to
blossom throughout China, and only during
the Qingdynasty (1644-1912) did theybecome
full-fledged. These kinship organizations not
only had charitable functions but also were
not strongly dpposed to modernization, indi-
vidual freedoms, or amarket economy. In the
modern period, some of these organizations
even began to downplay their traditional ex-
clusive membership rules (based on kinship
lineage), preferring instead to provide goods
and services to address social challenges un-
der aconstitutionalized structure,

It'simportant to note that during the pre-
modern time in China, other associations re-
sponsible for the public good also emerged.
For example, the sheyi, which was dedicated
toproviding obituaryservices, was functioning
during the Northern and Southern dynasties
and the Tang-Song dynasty. The public ser-
vices undertaken by Buddhist temples were
popular during the Song-Yuan period. And
the yicang (pubiic granary) and yixue (pub-
lic schools) emerged during the Ming-Qing
dynasty. However; like the yamen (local gov-
ermment offices) and local markets during the
premodern time, these associations were not
dedicated to serving the interests of the public
butratherfrequentlywere controlledbyulers
of the country for their own interests.

The Emergence of Welfare Organiza-
tions in the Modern Period

During the modern period, beginning around
1840, traditional charitable organizations (in-
cluding kinship and religious-based entities}
continued to grow in China’s rural areas. At

the same time, Western-style charity organi-
zations were emerging in coastal commercial
cities; these included professional and com-
munityassociations, and foundations. .

After the communist revolution in 1949,
however, private associations—includingkin-
ship organizations, temples, and other forms
of nonprofits—were almost entirely extin-
guished. Theoretically, this meant that the
socialist state monopolized the right to pro-
vide for all public goods. And indeed, at this
time, the state did greatly expand its role as
aprovider of public services. Compared with
people living in the Western-style welfare
state at this time; however, Chinese people
were not entitled to seek accountability from
the state or to demand a given level of ser-
vice. And in certain extreme situations, such
as during China’s great famine in the 1960s,
many of those who were lucky enough to sur-
vive genuinely appreciated what the govern-
ment did for them. Many of those who suf-
fered from extreme starvation could blame
onlythe natural disasters. Even compared to
states with a laissez-faire welfare tradition,
the Chinese governments during this period
providedminimal social services.

The problemswith China’s welfare provi-
sion during this period can further be seenin
the unequal treatment received by different
groups of Chinese, State welfare services fa-
vored social elites, while subordinate popula-
tions received litile. This trend exacerbated
socialinequality in China, Although the wage
difference among Chinese workers was not
large during this period, the external ben-
efitsthat were provided outside normal wages
(suchas housing and medical care) were very
different between the elites and ordinary
people. The tensions over different groups’
views of the distorted distribution of public
welfare, and the repression of private welfare,
were similar to those during the Qin system.

Strictly speaking, there was no private
charity during the Mao period save for the
charitable acts of individuals (such as help-
ing beggars during a famine). However, the
influence of the eatlier, private-charitymodels
was still felt. For example, most of the medical
mutual-aid services that sprang up in China’s
villages in the 1970s were essentially reviv-
als of the traditional private forms of medical
mutual-aid organizations.

China saw a major change with regard
to private charity beginning in 1978, during
what is known as the country’s first reform
period. Although the market economy (or
commodity economy) would generally align
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with some democratic ideals as in the West,
in the first decade of the reform the Chinese
peopledid not possessa parallel view of what
a nongovernmental organization (NGO)
could be, muchlessanonprofit organization,
the third sector, or volunteer-based activities
of significant scale, -
However, in 1995—three years after
Deng Xiaoping preached the move toward a
“marketeconomy” duringhis historicinspec-
tion tour in south China—many Chinese got
to know the term. “NGO” for the first time
through an international event. That year
the Fourth World Conference on Women was
held in Beijing, marking the first time that
China leld an international conference of
this kind: A parallel NGO-Forum held near
Beijing attracted more media attention than
the conference itself, which generated some
concerns from the Chinese government. Be-
ginming with this event, the concepts of NGOs
and the third sector gradually made their way
inte China and gained momentum. Over
time, the Chinese government also learned
that NGOs were not antigovernmental or-
ganizations or oppositional political parties
and thus relaxed its initial cautious attitude.
Most important; the popularity of the
market economy in China has supported
the attitude that the market is more efficient
than political (coercive) force in solving social
problems. An unintended consequence of
this evolving view, however, was that the gov-
ernment invested even less in social welfare
services than before, especially since the tax
reformin1994. The government expected so-
ciety to take onthe responsibility of providing
welfare services that it alsorequires through
initiatives such as Project Hope—xiwang
gongcheng—encouraging donations to sup-
portChina’s mandatory education programs.
All of these conditions made NGOs and
nonprofit organizations increasingly popu-
lar in China, and various third sector organi-
zations mushroomed in the less restrictive
environment. The more lenient regulations
of the 1990s also created the running rooin
that allowed foreign NGOs and other
government-created organizations to de-
velop in China, We witnessed the establish-
ment of large charity organizations such as
the China Charity Federation and the China
Youth Development Foundation. We also
witnessed the emergence of environmental
organizations such as Friends of Nature, pov-
erty relief organizations such as The Amity
Foundation, numerous community service
organizations and professional associations,
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pathtobuilding a harmonious society. Social
innovation has become a critical tool in
China’s efforts to tackle social problems and
meetthe needs of itsinost vulnerable citizens.

This article explores the three key play-
ers invoived in advaneing social innovation
it China: the government, corporations, and
social organizations.

Government

The Chinese central government regards
building an innovation-oriented country as
one of its fundamental goals. “Promote so-
cial management system innovation” was
proposed as early as June 2004 at the Fourth
Plenary Session of the Sixteenth Central
Cemmittee. This proposal was interpreted in
further detailin the 12th five-year plan (2011-
2015), which included:

B “Accelerate reform of the social system:
improve basic public services of social
insurance, health care services and
eduration.”

@ “Foster and support social organiza-
tions and supervise them in accordance
with the Jaw; support and guide partici-
pation in social management and social
services.”

B “Reform basic public service delivery by
introducing comnpetitive nechanisims
and expanding purchasing services by
the government to realize diversifica-
tion of providers and ways of delivering
these services.”

At the national level, having these goals
pushes the government to modernize its ca-
pacity for supporting innovation. Provincial
and municipal-level governments are also
leading experiments to outsource social ser-
vices to nonprofit organizations and busi-
nesses. In 2012, the Shanghai Bureau of Civil
Affairs and the Shanghai Charity Develop-
ment Foundation launched aventure philan-
thropy fund of $750,000 to support social ser-
vice organizations and projects aimed atelder
care, Within ashortpericd of time, Shenzhen,
Dongguan, Nanjing, Suzhou, Ningbo, and oth-
er cities adopted similar models.

Anothertrend ledbylocal governmentsis
the growing number of incubators that have
been created for nonprofit organizations and
social enterprises nationwide, These incuba-
tors typically provide support such as rent
subsidies, seed funding, and registration as-
sistance for startup nonprofit organizations
and social enterprises. The Social Innova-

tion Center in Shunde District, Foushan City,
for example, was the result of a $4.5 million
government investment, And the Social En-
terprise Industrial Park in Suzhou covars an
areaof 2,800 square meters.

Corporations

‘While nottraditionally considered tobe akey
stakeholder in the social innovation space,
corporations are becoming more important,
particularly companies seeking to create
commercial models for sustainability and
shared value strategies and products,

Over the last decade there has been a
strong movement by Chinese companies
to implement corporate social responsibil-
ity (CSH) policies and to integrate CSR into
their operations. Venture philanthropy,
for example, has been incorporated into
the CSR development plans of many large
Chinese businesses. One example is Lenovo,
the world’s second-largest manufacturer of
personal cornputers, which launched a ven-
ture philanthropy program in 2009 that has
provided $900,000, IT products, volunteers,
and training to build the organizational ca-
pacity of 32 nonprofit organizations and
social enterprises. Lenovo has also used its
marketingresources topromote its nonprofit
and social enterprise partners,

A growing number of business leaders in
China have started to explore ways to apply
their business management experience and
cross-sector networks and assets to innovative
approaches to social businesses, By establish-
ingorinvesting in private foundations and im-
pactinvestment funds, these businessleaders
activelyseek solutions to some of the pressing
socialissuesin China, suchas food safety, clean
water and air, elder care, and education.

Social Organizations

At the end of June 2016, there were about
670,000 registered social organizations in
China and an estimated 4.6 million unreg-
istered social organizations. Being a regis-
tered organizationnotonly opensthe doorto
government support but also makes it easier
to access grants and donations from foun-
dations, businesses, and the public. A major
barrier to nonprofit registrationin Chinawas
the “dual administration system”: the needto
register at both the Ministry of Civil Affairs
(or its local counterpart) and a supervisory
agency of a government office,

That changed in March 2016 when the
Charity Lawof the People’s Republic of China
was passed by the National People’s Congress.
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The newlegislationiswidely considered tobe
an important step forward in China because
of the cancellation of the dual administration
system. The law also broadens the scope of
what constitutes public welfare or charity by
relaxing strict mits on freedom of associa-
tion. A large number of grassroots organiza-
tionsthatare currentlyoperating without any
legal status nowhave the chance toregister as
nonprofitentities.

Even before the Charity Law, private
foundations had become a growing force.
More than 3,100 private foundations existed
in China at the end of 2015, The majority are
operating foundatinns that preferto run their
own imitiatives rather than fund grassroots
activities that often seern tvo sinall to1nake a
significant impact. Nevertheless, foundations
thatprovide grants orinvestments tononprof-
its and social enterprises, such as the Narada
Foundation, are playingagrowing role iniden-
tifying and supporting nonprofits and social
enterprises. Under the Charity Law, private
foundations will be allowed to raisefunds pub-
licly, which will likely enhancetheir growth.

Over the last 10 years, a growing number
of Chinese universities have created courses
or corresponding institutions that focus on
the topic of social innovation, In addition to
research and advocacyonthebroadissues re-
lated to philanthropy, social innovation, and
social investinent, manyresearch centers and
institutesyun capacity-building programs for
businessleadersand nonprofitorganizations.
An ecosystem to support social innovation,
though still in anascent stage, has started to
take shape.

Emergence of Social Investment

Social investment, especially impact invest-
ment, is an important supplement to chari-
table donations and government subsidies
tosocial enterprises and other types of social
purpose organizations in China.

Aboom in private foundations—led by
the wealthiest and most influential people in
China—has brought new blood to the social
sector. According to the China Foundation
Center, the netassets of foundationsin China
exceeded $15billionin 2015, A growing group
of these first-generation self-made million-
aires and billionaires are interested in more "
than merely writing a check. Instead, they
seek to engage in strategic philanthropy and
impact investment.

Recent years have witnessed a rapid
growth in the establishment of impactinvest-
ment funds. Yet actual investments made by
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their champions. In this way, the charitable
organizations can legally engage in public
fundraising through the auspices of the foun-
dations and Tencent.

Helping China’s Nonprofits in Two Ways
Ultimately, Tencentishelping transform the
nonprofit sector in two ways—by fostering
and facilitating compliant cross-sector col-
laboration, and by leading nonprofit orga-
nizations to expand and improve their own
public base of support.

Consider the following example: In 2015,
the nonprofit Meili zhongguo (Teach for
China) raised more than RMB 1 million
($144,000) during the 99 Giving Day event.
Zhenzhen Luo, the organization’s chief mar-
keting officer, was preparing to celebrate that
success, but then she received a phone call
froma Tencent staffmember, That person told
herthat a total of just 17000 people had made
donations to her organization, and that most
of those donations were for large amounts.
Tencent’s staff memberwenton totell herthat
this pattern would not be good for the sustain-
ability of her organization and recommended
that she work to identify more donors.

Luo agreed with the suggestion and
subsequently engaged in a crowdfunding
approach in partnership with the China
Children and Teenagers’ Foundation in 2016
by mobilizing the employees of companies
that regularly donate to her organization.
Although the total amount of money raised
‘was equivalent to the amountraised the pre-
vious year, the number of donors jumped 10
times, from 17,000 to 170,000.

Luo successfully used the companies that
already supported her work as the bridge
to connect to more people—something she
might not have done without Tencent’s guid-
ance, And her organization is not unique. In
fact, individual donations on 99 Giving Day
amounted to RMB 305 million ($43.9 million)
in2016 and accounted for half of thetotal mon-
ies raised—demonstrating a positive reaction
from society and a potential for the future.

The Need for Transparency

Tencent’s initiative seems to offer a good way
toalleviate the financial strainin China’snon-
profit sector. Innovative steps forward of-
ten come with their own challenges, and 99
Giving Dayis no exception.

For example, on September 7, 2016, the
first day of Tencent's fundraisingevent, an ar-
ticle titled “Where did the [RMB] 60 million
donation golastyear?” was widely spread ¥ia

social media. Its author cited the results of a
survey conducted by anintermediary organi-
zation onthe 99 GivingDay eventin 2015. The
article noted that it was difficult to tell exactly
how significant amounts of the money raised
were being used.

This piece stimulated a fierce debate over
the issue of the transparency and account-
ability of nonprofit and charitable organiza-
tions. People who agreed with the report’s
point of view said that it brought to mind a
past scandal in the Chinese charity and phi-
lanthropy world involving the China Red
Cross, where a young woman named Meimei
Guoreceived asubstantive amount of money
froin a high official in the China Red Cross
organization and subsequently showed off
her luxurious lifestyle on the Chinese social
media. Other readers, however, questioned
the validity of the report and worried that
the article would needlessly inhibit people’s
willingness to donate.

Tocounter the negative effects caused by
the article, Tenicentreleased ashort response,
pointing outthatthedata contained in thear-
ticle was not accurate but acknowledging that
some participants had fafled to report fullyon
theirresults. However, Tencent emphasized,
the organizations that were notforthcoming
with information accounted for only 4.5 per-
centofthetotal projects and 1.6 percent of the
total denations raised, Further, the company
reported, those organizations were not per-
mitted to participate in 99 Giving Dayin 2016.

This incident reveals an irony in China’s
nonprofit world: Chinese nonprofit leaders
must work ashard to convince the publicthat
they are trustworthy as they do to convince
thein that their organizations will be able to
make a significant difference in the world. To
preventfuture doubtsand criticismfrom the
public, Tencent is collaborating with inedia
and nonprofit organizations to find asolution.
As part of that work, the company convened
twolarge-scale meetings withnonprofitlead-
ers, philanthropists, and other stakeholders.
Oneof themost important issues discussed at
thesemeetings washowtoimprove the trans-
parency of the Chinese nonprofit industry.

Accordingto the vice director of Tencent
Foundation, Yi Sun, as aresult of these ineet-
ings, the company is planning to add areas to
its online platform where donors and others
can check the progress of various organiza-
tions that participate in 99 Giving Day. The
hope is that by doing so, the platform will
push nonprofit organizations to reveal more
information. However, Tencent is also aware

that its actions place an additional burden
on the nonprofits. Many organizations com-
plain that they are understaffed; the lack of
enough human resources makes it hard for
them to report all the details. What's more,
much of the information they weuld need to
analyze and putinan appropriate formforthe
public is controlled by the foundations that
support them and supervise their projects.
These foundations’ operations are also often
overstressed or inefficient.

Thinking Beyond the Face Value
of an Innovation

Ifthereis one majorlesson from Tencent's ex-
periencefor other companies in China and be-
yond that aspire to effect social change, it may
be this: Tencent applies the idea of iteration
from the world of computer science to its in-
novative charitable work, Thatis, the company
does not wait until it has a “perfect product,”
butinstead moves forward with ausable prod-
uct that meets the minimum requirement. It
then continues to revise the product, with an
eye toward perfecting its performance.

Think of 99 Giving Dayas such a product.
Because of the company’s effort to perfect
this charitable product, compared with last
year, the number of donors increased 230
percent, donations increased 166 percent,
and the number of nonprofit organizations
benefitting from the event doubled.

Many Chinese Internet companies are
now involved in using technologies to up-
grade the charitable and philanthropic sector.
“Innovation is to be able to see the obvious,
and to think the unthinkable,” says Yiden
Chen, Tencent’s corefounder and the honor-
ary chairman of the Tencent Foundation. For
him, the most interesting part of this work is
tochallenge the uncertainties. He adds: “We
cannot predict what kinds of charity forms
will be invented. However, whether we lookat
Tesources, technology, orinnovation tools we
havetoday, weare at thebest time in history.”

The Chinese Internet giants are confi-
dent that since they are proving that they
can change the prevailing business models
in China, they definitely can change the char-
ity and nonprofit field as well.

Note: Along-awaited charity lawwas passed by national
lawmakers in March 2016 and took effect in September
2016, in a move to ease restrictions on fundraising and
operational activities of charity proups. According to the
new law, organizations that have registered as nonprofit
organizations for more than two years can apply for
approval to fundraise from the public. At the same

time, Internet fundraising was restricted to 13 online

platforms approved by civil affairs authorities, including
www.gongyi.net under the Tencent Foundation.
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Hong Kong’s social movement; however, a
few significant challenges became apparent
soon after the commission launched ESR.
For example, the fund resulted in varied in-
terpretations of the meaning of social enter-
prise—specifically around whether a social
enterprisewas abusiness or awelfare service,
Many corporations saw the fund as confirma-
tion that asocial enterprise, by definition, was
partofthe city’s poverty alleviation measures
and thus not an investment opportunity.
(This view explains why, initially, NGOs ran
most ofthe social enterprisesin Hong Kong.)
Many NGO leaders also thought that a social
enterprisehad to be part of the city’s funding
initiative, and others balked at the idea of run-
ning a business, or claimed that they did not
have the knowledge todoso.

A number of business professionals did
offer help by giving pro bono advice to NGOs
on running social enterprises. And in 2012,
having drawn lessons from the experiences
of those first funding efforts, the then-newly
appointed chiefsecretaryfor administration,
Carrie Lam, reformed the Commission of Pov-
erty. Under Lam’s leadership, and with the
support of CY Leung, the chief executive of
the Hong KongSpecial Administrative Region
government, this comnmission allocated HKD
500 million ($64.4 million) to the newly cre-
atedSocial Innovation and Entrepreneurship
Development Fund (SIE Fund). The purpose
of the fund was to support innovative solu-
tions to deep-seated social problems in Hong
Kong, and SIE Fund explicitly encouraged
applications from both nonprofit and pri-
vate corporations as well as from individuals.
(Meanwhile, ESR also expanded its mandate
toacceptapplicants from thebusiness sector.)

In 2016, SIE Fund made additional fund-
ing available for would-be social innovators
to incubate their ideas, testing and refining
prototypesbefore takingtherisk of establish-
ing a full-fledged social enterprise.

The Roles of Civil Society

Although social enterprises constitute an
insignificant portion of the economy, their
existence is having far-reaching influence in
HongKong, in particular on the formation of
newsocialvaluesin aplace that haslong been
regarded as the haven of capitalism and the
idealfree niarket environment. Inlarge part,
these new social values are emerging due to
the advocacyefforts of a group of individuals
who have been working since 2007 to pro-
mote new social values, ideas, and practices.
This movement began formally with the

founding of three organizations in 2008: the
Social Entrepreneurship Forum, the Hong
Kong General Chamber of Social Enterprises,
and Social Ventures Hong Kong. That year
also saw the first Social Enterprise Summit,
at which sector leaders worked together to
define the characteristics of social entrepre-
neurshipin Hong Kong asinnovation, entre-
preneurship, and impact. They also agreed
that the term “nongovernment” (min-jan)
would be deliberately highlighted in the
Chinesename of the summit, to differentiate
it from any government-led activity.

The government, however, responded
positively to these civic efforts and has since
sponsored subsequent summit programs;
the summit has beccme the key platform in
Hong Kong for exchanging concepts, ideas,
and good practices from within the city and
beyond. Summit events now take many
forms, including symposiums, workshops,
dialogues, dinners, book sales, bazaars, exhi-
bitions, awards, and competitions.

Over time, summit leaders (this author
included) began to articulate the belief that
social innovation and entrepreneurship
should notbe the responsibility of any single
sector or group of people. Rather, doing good
aswell as doing well should be a corevalue for
everybody in Hong Kong. The development
of cross-sector partnerships, they realized,
would be the key to developing an environ-
ment in which social innovation and entre-
preneurship could succeed over thelong term,

Opportunities to advance this view arose
when HongKong’s tertiaryand secondaryedu-
cation systems strengthened theirliberal edu-
cation componentsin 2011 and 2012, Teachers
andstudentaffairsofficersalike welcomed new
social enterprise courses and activities. Con-
currently, public awareness of the potential of
social enterprise increased substantially.

New Value Creation

The social business landscape has made
substantial gains in the past 10 years amid
Hong Kong’s continuing commitment to a
free market economy. Businessleaders repre-
sentingall types of entities,including Bernard
Chan from the insurance sector; David Fong
from afamily business; Alan Cheung, a Young
Industrialist Awardee; and Simon Wong, who
operates restaurant services, have been very
supportive of social innovation and the social
entrepreneurship movement.

Many members of the younger genera-
tions of multinational family businesses are
also drawn to the idea of addressing social

challenges through social enterprise. They
find Michael Porter’s concept of “shared val-
ue” and his efforts to persuade global busi-
nesses to create social value through enter-
prise (as well as through philanthropic and
social responsibility activities) compelling,
The “blended value” concept proposed by
Jed Emersonhasbeentaken upbyatleastone
prominent Hong Kong philanthropist, Annie
Chen, who has been advocating for family
businesses to engage in social investments,#
These new conceptsarealsobeingintroduced
through the joint efforts of civic groups and
complemented by new courses offered by
schools and universities. And more research
reports are being published to provide up-
dated analyses of these trends.

But the social innovation movement still
has a long way to go, and it must continue
to work hard to promote supportive mind-
sets and to clarify government roles, identify
optimal impact assessment measures, and
improve governance and accountability struc-
tures and standards.® And there remains a
critical need to convince more organizations
that cross-sector collaboration can be both so-
ciallybeneficial and economicallyrewarding,

Althoughsocial enterprise has yet toform
asignificant part of the Hong Kong economy,
the emergence of this new landscape should
be evaluated not ouly on thenumber of social
enterprises created but also on the increasing
wealth of new concepts being discussed and
the new efforts beingintroduced to offer solu-
tions to Hong Kong’s social problems.

Looking ahead, it will be important to
have more corporations participate im the so-
cial enterprise sector and genuinelyintegrate
social objectives into their mission. With the
increased level of acceptance of the concept
thatwe’re seeingnow, itis possible to envision
the blurring of the boundary between NGOs
and businessin the foreseeable future, and to
see significant progress toward solving Hong
Kong’ssocial challenges. &

NOTES
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The Universities

The NSM program will deliver nine cohorts
of the course on social entrepreneurshipand
venture philanthropy over a three-and-a-
half-yearperiod at HKUST and at the Chinese
University of Hong Kong (CUHK) Business
School. Under the partnership, the STEFund
provides funding for the operating costs of
the program, while YFP continues to provide
the HKD 250,000 in grant funding to the win-
ning social enterprise of each cohort. This
arrangement allows YFP to scale up its pro-
gram and reach more social entrepreneurs
and students, while the STE Fund isable to en-
gagefirsthand with bright young studentsand
budding social entrepreneurs and achieve its
objective of developing the ecosystein and
building a comununity of enthusiastic young
professionals eager to contribute to Hong
Kong and globally.

Both HKUST and CUHK have embraced
the concepts of social innovation and social
entrepreneurship, incorporating new intro-
ductory courses on the topics into their un-
dergraduate curriculum. In turn, NSM has
now evolved into an advanced-level course
aimed primarily at graduate students.

Lessons Learned

In aproject of this nature, the learning curve
is steep and continuous. Some of the lessons
that were learned in the process of creating
NSM may proveuseful to other organizations
and agencies forging collaborative relation-
ships to drive social change.

Learn by doing | Personal experience
is the best teacher. NSM’s students are en-
couraged to learn by doing. The program’s
philosophy is that the only way toknow what
it's really like to be a social entrepreneur is
to work with one and think like one. Simi-
larly, YFP did not begin with any idealized
vision of the program or wait for the perfect
one to be developed by a university. Believ-
ingin the power of entrepreneurship and its
mission of “building capacity in promising
young minds,” YFP instead took the plunge
of working with HKUST (and its enterpris-
ing students) to create, design, and fund the
course from scratch. Although much has
beenlearned since that first dayin April 2013,
new lessons emerge with every cohort, and
much can still be done to improve the student
learning experience.

Great artists steal | One of the key take-
aways for the students froin the course is that
solutions to many social problems already
exist in other parts of the world. That is, you

don’t need to reinvent the wheel to be in-
novative, Often, taking an existing solution
and adapting it for a local context is more ef-
fective and efficient than coming up with a
unique solution for the sake of innovating.
In designing the original pilot course, for ex-
ample, YFP borrowed ideas from innovative
courses on other subjects. Even theideaof a
student-directed venture philanthropy fund
was adopted from business courses teaching
investing, whose instructors had found that
when real money was on the line, students
took the process much more seriously than
they did when itwasnot.

Iterate with an open mind } Just as the
social enfrepreneurs achieving the most suc-
cess in the program have kept an open mind
in working with the students and incorpo-
rating their recommendations, so the course
managers have kept an open mind in order
to deliver the best instruction possible. As a
result, the course has evolved over time, with
an eye toward continuous improvement as
lessons from failures and stakeholder feed-
back areincorporated into the next iteration
of the course. Details such as the number of
creditsoffered for the course, the framework
for student assessment, and the level of con-
tent covered have all been scrutinized and ad-
justed. New elements have been introduced
to enhance the course, such as extra pitch
training from investment banks, modules in
design thinking, and guidelines to help the
students transition into their roles as consul-
tants for social enterprises.

Value the unique attributes of each
partner organization | One of the great
strengths of the course has been its focus
on interdisciplinary learning—the commit-
ment tobringing together students froin dif-
ferent backgrounds to work for a common
cause. This is considered a critical element
for studentlearningbecause inthe real world,
social entrepreneurs emerge from every sec-
tor and background. It's important to be able
to communicate effectively and find com-
meon ground on which to build, as quickly as
possible, Similarly, cross-sector collabora-
tion involves working with people from dif-
ferentbackgroundsand institutions thathave
(sometimes drastically) different organiza-
tional cultures and hierarchies.

Align stakeholders | In a typical uni-
versity course, students need only worry
about writing a good paper or being well
prepared for an exam. With NSM, they
must balance the academic demands of the
course with the demands imposed by their

social enterprise partner. Often, after visit-
ing the ultimate beneficiaries of the social
enterprise (whether people with disabilities,
low-income students, or ethnic minorities),
students find themselves compelled to bal-
ance the needs of the beneficiaries as well.
Cross-sector collaboration also requires a
fair amount offinesse. Goverminent and uni-
versities naturallywork within a certain level
of bureaucracy and dispersed decision mak-
ing. Understanding and empathizing with
the motivations and incentives of various
stakeholders has been paramount to engen-
dering trustamong partners and, ultimately,
the program’s success.

Communication and transparency
are critical | The one thing that success-
ful social enterprises and social entrepre-
neurs have in common—as exemplars and
partners in the courses—is that they pro-
vide an extraordinary level of transparency
into their operations and thought processes
to the students. They know that the inore
time and effort they put into communicat-
ing with their student teams, seeing them
as true partners, the greater their chances
of realizing a “win-win” outcome. The best
partnerships occur when there is two-way
learning. Some relationships have become
so well established during the course that
students continue to work with their social
enterprise partner long after the formal in-
struction has ended.

The Intangible Reward

Within the short history of the program, stu-
dents have gone on to do incredible things.
Atthe time of this writing, NSM alumni have
founded five social enterprises and one NGO
others have redirected thejr careers to focus
on social finance. One student organized a
Startup Weekend Social Innovation, and
another established a student organization
promoting social entrepreneurship. Sean
Ferguson, associate dean and director of
MBA programs at HKUST Business School,
is a staunch supporter of the program. “As a
university, we are preparing students so that
they can go out into society and make a dif-
ference in the future,” he says. “The beauty
of this course is that they get the opportunity
tomake a difference, now.”

NOTES

1 Nick Timiraos, “The Most Expensive Cities in the World
to Live,” The Wall Street Journal, March 10, 2016.

2 Philo Alto and P. Ming Wong, Mind the Gap:
Lessons and Findings from Engage K, Hong Kong:
Asia Commmunity Ventures, 2013.
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AGranular Look at the Challenges

South Korea is not alone in many of the
problems it faces. Rapid state-driven eco-
nomicdevelopment has givenrise to awide
gap in wealth distribution, poor labor and
human rights practices, and uneven distri-
bution of resources and services between
cities and rural areas in other Asian coun-
tries as well,

While South Korea shares many prob-
lems with its Asian neighbors, some of its
challenges are unique, Its economic devel-
opmenthasbeenled inlarge part by business
conglomerates (chaebols) that have strong
government support.

Not only is there little evidence of any
trickle-down benefits from the chaebols’
economic success to small and medium-size
businesses; there are indications that the
chaebols are actually becormning a significant
obstacle totheir growth. There are also ongo-
ing concernsabout thecorruptrelationships
between the chaebols and the government,
and the chaehols’ weak attention to their so-
cial responsibilities.

Another social challenge that South
Korea faces is education. Its highly competi-
tive educational system puts enormous pres-
sureonstudents toenter college. Suicideisthe
leading cause of death among teens! Stress
continues as teens become young adults
because getting a decent job after graduating
from college has become harder due to slow
economic growth and a tight job market.

South Korea is also getting older, due
to declining birthrates and increasing life-
spans. People aged 65 or older made up 13.1
percent of the population in 2015; that level
is expected to reach 40,1 percent in 2060,
These trends create new challenges, notonly
to increase welfare spending and create job
markets forthe elderly, but also to reactivate
retiringbabyboomersas active contributors
to the society,

Another challenge facing South Korea is
that many people distrust a political system
thatnolonger seems torepresentits citizens.
Party politics in South Korea have failed to
embrace the voices of existing social groups
or support the transformation of civil society.

In addition, a handful of political elites
who have been controlling the political
arena in South Korea still foster Cold War
ideologies and continue to operate a party
system based on the regional antagonism
between the Yongnam (southeastern South
Korea) and Honam (scuthwestern Scuth
Korea) provinces, Distrust and cynicism,
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in turn, have led to a steady decline in voti-
ingrates.?

Promising Signs of Social Innovation

All of these factors contribute to a challeng-
ing environment for social innovators. But
the good news is that social innovation has a
toehold in South Korea, and the movement
is growing, At its core, social innovation in
South Korea is based on a commitment to
fuli-fledged citizen participation, Through
such participation, increasing numbers of
people become strong economic players and
increase their invelvernent in the country’s
decision-making processes regarding policy.
Many people firmly believe that through
these types of changes, South Korea’s current
(and destructive) path of fast-track economic
development canbe redirected toward apath
of sustainable economic grewth.

Citizen participation in local issues ex-
isted long before the concept of social inno-
vation was introduced. The difference now
is that this participation is taking new forms;
itis more independently organized, and fo-
cused on explicit and sustained results. The
agricultural movement, for example, has
evolved into regional self-help cooperative
movements. These cooperatives have grown
into grassroots citizen networks and are now
playingakeyrole in the regional community.
Examples can be found in Wonju and Hong-
sung, Wonju, a medium-size city, hastried to
build aself-reliant economy centeringaround
the local social economic network based on
variouscooperatives. Hongsungisa ruralarea
that has set up an independent economy by
being the first to introduce an environmen-
tally friendly agricultural system.

And some citizens’ local engagement ef-
forts inurban areas are now focused on reviv-
ing communities. Grassrocts projects auned
atrevitalizing communities in Seoul, Suwon,
Ansan, and Incheon have linked up with in-
novative government policies at the munici-
pal, township, and district levels, promoting
citizen participation, citizen governance, and
balanced regional development.

Community village movements that or-
ganically emerged in the 1990s to promnote
environmental sustainability, social welfare,
and well-being among progressive city resi-
dentshave evolved into the village communi-
ty project of Seoul City and other cities. Many
of these residents-led village communities
have become a base to promote urban revi-
talizationas well as residents’ participationin
local administrative and policymaking.

Young People Lead the Way

Clearly, the potential of the rising genera-
tion to effect change isabright spot on South
Korea's horizon. Broadly speaking, these
young pecple have little respect for authority,
donotiiketoform organizations, and are very
individualistic. However, they also can eas-
ily carry out various online-based activities,
having grown upin one of the wnrld’'sleading
information technology powerhouses, and
can proactively lead and disseminate public
opinion in online communities.

Asaresult, young peopleare stirringup a
fresh new wind among the traditional South
Korean civil society organizations, which
have typically been led by a strong elite indi-
vidual, backed by awell-orgamzed structure,
political parties, and the media. The younger
generation, by contrast, works with new
media, utilizes new platforms for dialogue
and knowledge shariug in rapidly expand-
ing online communities, and makes full use
of technology tools, Most important, young
people are extremely flexible in terms of put-
ting togetheractivities across sectors, organi-
zations, and businesses to achieve their goals.

Young social innovators in the private
sector—including community businesses,
self-help companies, and cooperatives—are
armed withachallenging spirit and ihe desire
to achieve their aspirations as secial innova-
tion entrepreneurs. Their goal is to build a
strongbasis for social innovation throughout
the social economic ecosystem.

Local Government Support

Local governments, in particular, deserve
recognition for their efforts to create and
implement diverse social innovation policies.
These policies are based on the idea thatsocial
innovation is an effective means by which to
maintain transparent administration, moti-
vate community independence, and encour-
agelocal citizensto participate in the decisions
and activities that will shape their futures.

Severallocal governments either have of-
ficially declared sccial innovation as the basis
of their policies or have let their actions con-
veytheirintentions by quietly implementing
policies that encourage local people’s partici-
pation and communication. One exampile is
the Seoul Metropolitan Government, which
pronounced social innovation as its policy
base and has been implementing tangible
social innovation policies, such as Sharing
City, Seoul Youth Hub, and the Seoul Semior
Support Center, (See “Innovating Local Gov-
erniment” on page 18.)
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Night Owl Bus lines, adding seven more to
complete the project in September. Today,
44 Night Owl Buses operate across nine bus
lines in Seoul.

Overall, the project has been a huge suc-
cess, Inits first year, an average of 6,000 pas-
sengers rode a Night Owl Bus each day. Pas-
sengers saved on average KRW 6,000 perride
($5), the difference between average taxi fare
and Night Ow] Busfare. And fermale passengers
reportedly feel safer using the Night Owl Bus
than othertransportation services at night.

ASocial Innovation Ecosystem

Itmightbe relatively easy tointroduce a sin-
gle policy and claim success based on short-
term metrics, It is not so easy, however, to
set up an ecosystemn that enables long-term
change driven by social innovation, and that
results in continued performance across a
range of activities year after year.

If you take alook at the Sharing City ini-
tiative in Seoul, though, you might find some
hints on how to build such an ecosystem.
Sharing City—the city’s initiative to erthance
the sharing econormy—provides as close to.a
Blueprint for cities aspiring to build a sound
ecosystem for social innovation as any ap-
proach we've observed. That’s because the
Sharing City encourages an infrastructure
that promotes social innovation, essentially
by providing a “map” and resources to guide
would-be social innovations from idea to de-
livery. Here’s how it works.

In Seoul, a typical beginning for any or-
ganization striving to innovate for a social
purpose involves a party, often hosted by an
intermediary organization such asthe Seoul
Youth Hub. It's not unusual to see would-be
social innovators gatheringat the Youth Hub
to chat with their peers over tea, establish
working teams, attend a performance or a
lecture, and connect with more experienced
entrepreneurs, investors, and NGO activists.

When theyhome inonagoal and assem-
ble a team, they can then take their ideas toa
social innovation incubator, such as the Seoul
Inmovation Parklor the Seoul Social Economy
Center, toreceive helpin theform of coaching,
funding, and recruiting people and organi-
zations that have the skills (or authority and
influence) they need to succeed. At thisstage,
soclal innovators may begin producing the
product or service thatisneeded to solve the
social problem they hope to address.

With the support of an incubator, their
next step is to engage with the government
directly, sometimes by participating in the

government procurement process. The SMG
gives priority to products and services made
by social innovators. And when a project be-
gins to scale up, the Seoul Social Investment
Fund, an impact investment fund set up by
the SMG, may play an important role by ex-
tending a loan. Here, the incubators may help
with connections to private sectorinvestors,
and with efforts to promote the new product
or service, At this point, socially conscious
consumers act as pioneers, promoting the
new product or service by using it and byin-
fluencing their peers to follow suit. And fi-
nally, the project gains enough strength to
compete in the for-profit market.

. Take the example of SoCar, a car-sharing
company based in Secul. Sopoong, an impact
investor, made the initial investment in So-
Car. But the company alsobenefited from the
SMG’s sharing-economy support program;
through collaboration with the SMG, SoCar
obtained public parking spaces—an essential
element in operating such a business. Then,
SoCar obtained funding fromthe Seoul Social
InvestmentFund to expand. And subsequent-
1y, the business secured funding from private
investors Bain Capital and SK Group: The
conipany will soon issue stock to the public.

How Can a Local Government Do This? ‘

Local governments are almost always consid-
ered to be conservative and difficult to work
with. So what makes Seoul different? When
asked this question, Chun Hyo-Kwan, the
director in the Seoul Innevation Planning
office, explains that a big part of his role is to
make the government easier to work with:
“Ahuge bulk of my work is persuading other
government officials, and also.talking to the
city council,” he says.

Chun started workingat the SMGm 2014,
just as Mayor Park was beginning to empha-
size the importance of social innovation. As
he explains it, his division—which comprises
100 government civil servants across six de-
partments—serves as the control tower forall
social innovation activities within the SMG.
Put more specifically, the Innovation Plan-
ning office has three primary responsibilities:

First, it serves as a change agent within
the SMG (which employs more than 50,000
civil servants), The division worksto persuade
and support other departments in the SMG
to accept social innovation policies and-take
on specific prajects. For example, the car-
sharing project falls under the responsibility
of the transportation division. In these cases,
Chun’s direct reports have not handled the

actual project work; rather, they have served
as advocates, raising awareness and promot-
ing social innovation im each division.

Second, Chun’s division is in charge of
securing funding for accepted social inno-
vation projects. The SMG allocated KRW
1,812,000,000 ($1.5 million) m 2014 for social
innevation policies and increased that figure
to KRW 9,060,000,000 ($7.5 million) in2016.

Last, the division is in charge of setting
the social innovation agenda. The “Sharing
City” and “Social Economy” . have become
popularbuzz phrases in South Korea, inlarge
part due to the work of people like Chun and
Mayor Park. Butif Chun’s division is work-
ing hardto secure the necessary budget and
conductadvocacy activities, then that raises
another question: Who comes up with the
policies that guide social innovation, and who
implements them? .

The answer is the city’s intermediary
organizations. These organizations provide
the missing link that sets Seoul apart from
otherbureaucracies. The Seoul Social Center
murtures social enterprises and cooperatives.
The Youth Hub provides a productive “play-
ground” foryoung entrepreneurs. The Seoial
Community Support Center helps entre-
preneurs to revitalize the local community.
The Seoul Share Hub leads the Sharing City
initiative by supporting sharing-economy
ventures. The city’s Social Innovation Park
provides an overarching platform—aswell as
asingle physicallocation—where innovators,
citizens, and various stakeholders can gather
to bring social innovation concepts to life.

These intermediaries are fully funded by
the SMG, but theyretainan independent spir-
it. They execute and manage socialinnovation
policy initiatives; plan and set policy through
dialogues with those involved in the projects
(includingbeneficiaries); helpbuildsocial in-
novators’ capacity; and make investments.

The comiplete package—Mayor Parl, the
SMG’s attitude, Chun’s department, and the
intermediary organizations—is what's need-
ed for socialinnovationin Seoul to thrive. And
anyone who knows how an administrative
systemn typically works should agree: Seoul’s
systemis itselfa social innovation.

NOTES

1 Seoul innovation Park was ereated as a hub to bring
together ideas, people, and organizations in Seoul.
The park hosts intermediary organizations such as
Seoul Social Economy, Seoul Youth Hub, and Seoul
Senior Support Center: By the time of its opening
in 2015, mote thar 190 soeial ventures, NGOs, and’
other organizations had moved into the park.
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veloped was incorporated into Japan’s na-
tional elderly care insurance system; it was
adapted by the Japanese Ministry of Health
in 2000. All Japanese above 40 years old are
now required fo pay an insurance premium
equivalent to about 1.5 or 2 percent of their
annualincome. Subsequently, when a citizen
needs care, she submits an application to the
local government office; approval results in
an allowance of between $500 and $2,000 3
month to purchase services from any autho-
rized provider.

With this insurance system, elderly care
in Japan has transformed into an $80 billion
service industry, in which even major publicly
held companies are now participating. What's
more, the idea of elderly care insurance has
alsobeenreplicated inother East Asian coun-
triesfacing aging populations. South Koreain-
troduced a similar type of insurance in 2008,
and Taiwan is planning to follow suitin 2019,

Encouraged by the proven impact of the
elderly care insurance and other examples,a
new generation of Japanese social entrepre-
neurs has begun to prioritize larger societal
impact. These forward-thinking individu-
als are scaling their unique business models
for greater systemic change, Some are also
actively lobbying the government to change
certain forms of public social services.

One entrepreneur demonstrating the
potential of social innovation in Japan is Toru
Suzuki, executive director of the Hokkaido
Green Fund (HGF), whichhefounded in 2001
Before that time, as a director of a consumer
cooperative in Hokkaido, Suzuki was look-
ing for effective ways to persuade the govern-
ment to reduce the country’s dependence on
nuclear power, One day, he came up with the
ideaof encouraginga cooperative approach to
producing electricity—using a model similar
to amarket contracting with organic farmers
to produce vegetables and fruit.

To bring his idea to life, he sought inves-
tors to support the creation of a wind power
plant and ultimately raised an initial $2 mil-
lionfrom 217 individuals. The electricity pro-
duced by the plant, which began operatingin
2001, is sold to the local electricity company
to generate revenues that will help to repay
investors in 18 years, That seed of a renew-
able energy industry led to the creation of a
model whereby the government started to
set feed-in tariffs (policies guaranteeing pay-
ment for renewable energy, thus encouraging
investment in the field) in 2012. Asaresult, by
the end of 2016, HGF was operating 18 wind
powerplants in Japan.

Collective Impact Through

Multisector Collaboration

The context that surrounds and compels so-
cial innovation in Japan is clearly different
than in many other countries in South and
Southeast Asia, Japan hasa mature welfare so-
cietyand enjoys economiic presperity, efficient
government services, and an established mar-
ket mechanisin. Yet, the country today finds
itself faced with unprecedented challenges,
such as depopulation, due to low birthrates
and insular immigration policies. I this envi-
ronment, the social sectorislookingto the po-
tentialof collectiveimpact to create newsocial
systems and provide needed supports. Itisno
longer enough to scale individual businesses
tomaximize directimpact and addressneeds.

To enable collective efforts, the Japanese
social sector is focusing more explicitly on
engaging in cross-sector collaboration with
the government and with Japan’s businesses.
Aprojectledbythe Nippon Foundation since
2014, focused on the prevention of dementia,
provides agood example. Roughly 26 percent
of the Japanese population is over 65years of
age, and about 20 percent of the elderly are
at a higher risk for dementia; treatment and
care (formal and informal) can cost the coun-
try more than 14 trillion yen ($116 billion)
annually for both formal and informal care,
representing a significant challenge.

To determine what actions were needed
most and to set priorities for investing, the
Nippon Foundation (Japan’s largest private
foundation) worked in collaboration with the
Ministry of Economy, Trade and Industry
(METT), as well as the Ministry of Health, to
conduct a feasibility study. Keio University
soon joined in the effort as an independent
evaluator. (These collaborators are also en-
gaging in efforts airmed to facilitate adoption,
reduce unemployment aniong Japan’s youth,
improve and expand cancer-screening ser-
vices, and prevent diabetes.)

Subsequently, in 2015 the METI fund-
ed 40 million yen ($333,000) to support a
pilot project aimed at preventing dementia.
The program utilizes a Learning Therapy
program, catered specifically to the elderly,
developed by Kumon, which specializes in
child and adult education. Participants in the
pilot spend 30 minutes per day studying math
and the Japanese language inan effort topre-
vent the progress of dementia.

After one year of this experiment, Keio
University evaluators concluded thatits out-
comes were positive. The elderly participants
in the project maintained their level of brain

function, while the control group showed
clear signs of increasing dementia, A cost-
benefit analysis subsequently demonstrated
the strong potential of turning this project
into a social impact bond (SIB) project. The
analysis found that the pilot project cost ap-
proximately 98,000 yen ($816) per person to
operate but generated a benefit of approxi-
mately 300,000 yen ($2,500) per person,

Emerging Social Impact
Investment Market

Social innovation that leads to collective im-
pactrequires financing. The good newsis that
growing numbers of investors are showing
interest in innovative social initiatives. Com-
panies in the private sector in particular have
stepped up in this area since the Great East
Japan Earthquake in 2011, when it became
clear that the public capacity for reconstruc-
tion was insufficient. Mitsubishi Corp., for ex-
ample, set up an impact investment fund and
put up $15 million in short order to support
entrepreneurs working in areas damaged by
theearthquake and suffering in its aftermath.
Cther companies, includingthe Benesse Corp.
and Toyota Tsusho, scon followed, establish-
ing impact fundsfor overseas investments,

Other types of organizations are emerg-
ing in support of social innovation as well.
Kibow, aspin-off impact investing fund from
Globis, a Tokyo-based venture capital com-
pany, started operatingin 2013. And in 2014, a
group of private equity professionals founded
Social Investment Partners, a social invest-
mentintermediary.

Intermediary organizations are also in-
volved in the formation of this new market.
The Japan Fundraising Association, estab-
lished in 2009 with the slogan “A society with
100 billion-yen charitable donations,” pro-
vides training for certified fundraisers, the
first of its kind in Japan. Its goal is to achieve
“100 billion yen donations,” or eight times
more than what is currently being raised,
to support social innovation. And the Asian
Venture Philanthropy Network, a philan-
thropy and social investment intermediary
based in Singapore, was founded in 2012 to
promote and facilitate social investment in
Asiancountries including Japan, South Korea,
and China. Todate, the networkhasmore than
50 members active in these three countries,
among 311 members in 28 countries.

Impact measurement, another vital as-
pect of investing in social innovation, is also
gaining traction. The SROI Network Japan
(an affiliate of Social Value International,
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introduced to the countryinthe mid-2000s.)

His business model is straightforward:
Florence sends professionallytrained staff to
households to take care of sick children while
the parents are at work. But his approach to
pricing has an innovative twist; parents paya
monthly membership fee regardless of their
actual usage of thebusiness’s services. Infact,
parents use the service only 1.7 times a year
on average. For working parents, becormninga
member of Florence’s program is equivalent
topurchasinginsurance. The more frequent-
lythat parents use the service, the higher the
monthlymernbership fee theyneed to pay.

The approach has proved wildly suc-
cessful. In 2004, Florence had 38 members.
That number had grown to more than 5,000
in 2016 and is still increasing rapidly; today,
there is a long waiting list.

Making Systemic Change Happen

‘When Komazakiwas abouttoroll outhis busi-
ness taking care of sick children, he received
an e-mail from an MHLW official asking for
information about Florence’s business rnodel
asareference for the ministry’s new program.
Komazaki provided that information and fol-
lowed through with a presentation. But two
months later, he was shocked when he found
anewspaper article about the launch ofa new
government program thatlooked like a virtual
copy of his model. Coming from a for-profit
background, Komazaki was at first furious at
the ministry for copying his business model
without permission. Then he talked with
Harue Ishikawa, his mentor and the founder
of Japan’s first “24-7-365" hone-based care
services for the elderly. Ishikawa, who had
provided critical inputs to the MHLW re-
garding the design of Japan’s long-term-care
insurance systemfor the elderly, scolded Kom-
azaki forbeing immature as a social innovator.
Andthen Komazald realized that influencing
the government should be a critical part of
Florence’s role because of the government’s
ability to create impactatalarge scale.

From that point on, Komazaki deter-
mined to play an active role in influencing
the government for systemic change. His first
step wasvolunteering tobecoine amemberof
an advisory committee for childcare pohicies
in Shinagawa Ward Government in Tokyo,
where his office was located. Soon after, Kom-~
azakiwas invited tobecome a member of sev-
eral central government advisory councils.

Komazaki wasdoing workhe enjoyed and
tooking for other opportunities for Florence
to pursue. But, interestingly, the catalyst for

Florence tostart small-scalenurserieswas an
mternal incident. A staff member on mater-
nity leave had to quit Florence because she
could notsecure aseatata nursery. Komazaki
was shocked and embarrassed that he had
allowed such an incident to happen in an or-
ganization with a mission to solve childcare-
relatedissues. He felt that there was no other
choice but to challenge this social issue on
alarge scale and work to address the severe
shortage of nurseries in metropolitan areas.

Komazaki’s idea was simple; it called for
utilizing vacant apartiment rooms, which are
abundant in big cities, to start small-scale
nurseries for groups of around 10 children
under the age of 2. In thisway, the initial facil-
ity andland investment costs would be much
lower than whatwould be needed to establish
conventional, greenfield nurseries.

The problem, however, was that small-
scale nurseriesfell outside of Japan's existing
laws. Kornazaki was well aware that Florence
could solve only a small part of the big prob-
lemifitwere to run the small-scale nurseries
hy itself, So he set about to persuade the gov-
ernment to establish a new system that would
authorize and subsidize srall-scale nurseries
in orderto create nationwide impact.

Komazaki first took his idea to Takaji
Matsui, then deputy chief cabinet secretary,
with whom he had previously built a connec-
tion when he spoke at the Democratic Party’s
study group on childcare issues, Through
Matsui’sinfluence, he was given the opportu-
nityto pitch his idea at the MHLW. To Kom-
azaki’s surprise, he found that some officials
at the MHLW were developing asimilaridea,
and with their support, he swiftly obtained
the ministry’s support for implementing a
model small-scale nursery in amunicipality.

The next step for Komazaki was to find
the right municipal partner, He wanted to
launch the first sinall-scale nursery in his
hormetown, in Tokyo Prefecture’s Koto Ward.
He approached the Koto Ward government
through Mito Kakizawa, a House of Repre-
sentatives member whose electoral base is
Koto Ward. Komazaki had begun to build a
relationship with Kakizawa months before,
when Kakizawahad responded toablogpost
that Komazaki had written, commenting on
Kakizawa’s childcare policy. The Koto Ward
agreed tosupport thefirst small-scale nursery
and considerit apilot.

Thepilot, ]Jaunched in 2010, was success-
ful, and Florence quickly wasontrackto open
and operate more small-scale nurseries. At
this point, Komazaki knew that Florence

needed to provide politicians and govern-
ment officials with useful input based on its
experiences. At that time, the Japanese gov-
ernment under the Democratic Party’s lead-
ership launched an initiative to tackle child-
care issuesunder the Comprehensive Reform
of Social Security and Tax. To persuade the
government toinclude small-scale nurseries
inits new reform, Florenceinvited politicians
and officials frorn the central government to
observe its srall-scale nurseries in Koto,

In spite of this progress, Japanese politi-
cal parties were deeply divided on childcare
policies. So Komazaki organized an online
debate on childcare issues by inviting key
politicians from different parties. Such an
informal setting enabled politicians to share
a common goal of tackling childcare issues
despite their differences. Subsequently, a law
called “The new support system for children
and childcare”was passed in 2012, authorizing
small-scale nurseries. Komazaki was tapped
to become a member of an advisory council
for designing the details of the system. To de-
liver collective voices to the advisory council,
Komnazaki launched the National Small-Scale
Nursery Association with other organizations
thatran unauthorized small-scale nurseries.

Florence Teday

As of this writing, Florence has eight business
lines, including care for sick children, small-
scale nurseries, Japan’s first nurseries that
provide full-day medical care for children
with disabilities, and an adoption-support
service, Florence’s annual revenue was more
than JPY 1.3 billion (about $13 million) in
2015. I'ts bud get—with more than 50 percent
coming froin earned income and the rest
coming from subsidies and donations—places
itin the top 10 percent of Japanese nonprof-
its. Revenues from the business providing
care for sick children continue to secure the
organization’s financial sustainability and
independence, and also give it the freedom
to initiate innovative but high-risk business
models (such as the nurseries for children
with disabilities and adoption support), as
well as to engage in advocacy work.

Florence provides a good exainple of the
growing role that social enterprises play in
addressing social problems in Japan. Itisa
happymarriage between the entrepreneurial
characteristics of an innovative business and
the concern over social impact of a nonprofit
organization. And, no doubt, Japanese so-
cial enterprises will continue to effect social
change in the future. @
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