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Abstract: The intelectual capital frameworkIC) commonly used for private corporations is not

appropriate for social enterpris€SEs), which are social innovations that lie betweenrpfofit

corporations and neprofit nongovernment organizations (NGOs) and charity pizgtions. This

paper proposes arxiandedlC Frameworkand applies it in evaluating SEs through a cheebljst

Value Creation Scale. Evaluating SEs would be required if
would be adopted for efficient capital allacat for more socially and environmentally responsive forms

of production. This proposed framework retains the value creation objective but (a) expands the unit of

analysis from corporations to society at large, (b) expands the scope of relational aidgalctpital

to relationship capital and (c) pforrospobca@tal not he concept of
covered by theorporate IGramework
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1. Introduction and Objective

Growth of the global knowledgeeconomy

The world has evolved froran agricultural to anindustrialand now to a knowledge
basedeconomy. We are now living in a rapidly changing and transforming world. The
knowledge economy is emerging from two defining forces: the rise in knowledge
intensity of economic activities, and the easing globalization ofconomic affaird

The nature of production, trade, employment and work in the coming decades will be
very different from what it is today. Organizations need to be flexible, innovative and
adaptive to global competitions. Thmmpetitive advantages in the knowledge economy
era are no longer the economy of scale or financial capital strength, but rather
organizatimal knowledge and innovation poweilhe knowledge economy impacts all
walks of life and all forms of organizatiomclusive of the traditional negovernmental
organizaions (NGO) andhewly emerging social enterprises.

Emergence of new forms of social enterprises

Social enterprises (SE) and social entrepreneurship are rather new concepts and have

a Houghton, J. and P. Sheehan (@P@ Primer on the Knowledge Econon@entre for Strategic Economic
Studies, Victoria University
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recentlydrawn more attentionin Asia. Skeptics may ask why thesea need for S&

and why not leave it to the charities, NGOs and the government to tackle social
problems? Theimple answers that a social enterprise asnprimarily to ceate human
capital and social gital” and fill the gap between the fprofit corporate sector and the
non-profit sector(see Figure 1)Social enterprisesot onlyknow their cliatele better,

they also havesustainable business mosldhat areindependent from the unstable
sources ofncome from donation, fundraising and gramshe nonprofit sector The
famous Kiva model of pedo-peer micrefinancing in South Asia, the burgeoning
venture philanthropy in Europe and the stsdbscription approach testdyy Hong
Kongos F entrels in theses areCbut a few of the evidence that show social
entrepreneurship is growing fast worldwida. | l'i ke to call tihi s é
an approach where gernments, businesses, and nonprofits work together to stretch the
reach of market fces so that more people can make a profit, or gain recognition,

doing work thate a s es t he wo rshid BilsGatesnire Davos tastaauary 0
2008¢
Social Enterprise (SE) )
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Fig. 1 SEs within the nomrofit-SE-corporateenterprisecontinuuni

The objective of liis paperis to proposean Expanded Intellectual CapitBfamework
which is more applicable tothe nonprofitsocial enterprisecorporate enterprise
continuum It adopts a more generic concept of capital, narfielgtacapitaf) which
embracedC plus other édrms of capitakthat also contribute to value creation. A Value
Creation Scale is proposed for evaluating social innovaiioeiading SE innovations
The proposed framework and scale are applied in evaluating somms foir SE
emerging in Asia.

2. Expanded Intellectual Capital Framework

b Li, Y. (2008). A Market Place for Asia social Venturgsesentatioslides].International Symposium on Social
Entrepreneurship and Social Change, Hongg<on
¢ Chambers, S. (2008%ocial Entrepreneurship: the Global Imperatjyesentatioslideg. International
Symposium on Social Entrepreneurship and Social Change, Hong Kong

Adapted from Li, Y. (20087 Market Place for Asia Social Venturgsesenttion slideg. International
Symposium on Social Entrepreneurship and Social Change, Hong Kong
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The widespread observati that market values aforporations far exceed their book
values has provided the rationale for managers to pay more systematic attention to
managing the gap between market values and book valuesef@@srand terminologies

used to refer to this gafary across authors and practitioners.

(i) Stewarir efers to this gap as fintellectual
human capital, structural capital and customer cdp#aillivar® and a group fo
praditioners he belonged to, which consisted in 1999 of thirty companies that
called themselves the ICM Gathering, also used the same term, but decomposed it
into human capital and intellectual assets. The latter term refers mostly to corporate
propertes that Stewart calls structural capital.

(i) Among the earliest knowledge management practitioners to recognize thecsignifi
ance of this gap is Sveiby. He refers to this gafimtsngible assets or w-fik n o
ledgeb a s e d atermensistendwith accouatn tgenéral usage of the term
He decomposes intangible assets into the same three components as Stewart but
gives them different labels: employee competence, internal structure and external

capit a

structure. Internal structure refers to the same elements asn3t r t 6 s structur al

capital, while external structuiecludes brand and customer relationsHips.
(i) Lecalls the gap féquateatmedernbwitienoveeslge assetsd a n d

(iv) MAKE or Most Admired Knowledge Enterprise is a widédyown global award
given by Teleos to begterformingknowledge enterprise3 eleos measures organ

zational performance al ong eight criter

capiltal .o

Research evidence we have accumulated showwdhiaus factors affecting individual
and organizational performance can be clustered into five catefjdtes first four
categories correspond very well with the terms human capital, structural cap#al, rel
tionship capital and tangible assets. The fifth category cuts across the firsT fi@ur

© Stewart, T. A. (1997)ntellectual Capital: the New Wealth of OrganizatioNew York: Currency Doubleday.
fT he term ficust omer @a993 by dubet Sm@nge. See: Budlivan, p. Ho(Z00Me d i
Driven Intellectual Capital: How to Convert Intangible Corporate Assets into Market V&iogapore: John
Wiley & Sons.

9 sullivan, P. Hop. cit.

h Sveiby, K. A. (1997)The New OrganizationaVealth: Managing and Measuring KnowledBased Assets.

San Francisco: Berrettoehler Publishers.

'Lev, B. (2001)Intangibles: Management, Measurement, and ReportWegshington, D. C.: Brookings

Institution Press.

! Personal communication with Dr. RadBhase. See also: Chase, R. (2009). Global Knowledge Management
Trends.In: From Productivity to Innovation: Proceedings of the Second International Conference on
Techndogy and Innovation for Knowledge Managem@dikyo: Asian Productivity Organization.

K Talisayon, S. (200850ome stories about how personality and culture come into our knowledge management
practice.Paper read in the Conference on Innovation in Managing Knowledge for the Competitive Edge, Kuala
Lumpur, Malaysia.
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label appropriatefor the fifth categoryisi mot i v at i o n anbthef label thatiss 0 but
more neutral and generic ior gani z at o' dmisafinding mpliesthat
intangible assets include naognitive or norknowledge factorsand therefoe

intangible assets cannot be equated to knowledge afketsermiir el at i onshi p capit al

refers to relatioship factors whether internal or exterad hence it is preferable over

othertermsinusesuchAsc ust omer capi tal 0 whicgheferfoslt akehol der

to external relationship®Academic discourse on social capital and corporate discourse
on stakeholder capital can be brought together by the introduction of a more generic
term Arel at'i(se@Bghrel capital o

2.1 From corporate level stakeholder capital to community or social level
relationship capital

Because private enterprise accounts do not include costs and benefits to external parties,
private creation of market value can result to-epbmization if it entails destruicn of

social value such as through pollution, health risks to the community, depletion-of non
renewable natural resources, €gee Figure B To avoid this, creation of market value

must be complemented by creation of social value. SEs are nexpresatdorms that

pursue both financial and social bottom lines. The concept oftailtler (or relational)

capital from a private enterprise perspective must be broadened tionsiég capital

from a larger community or social perspective.

RELATIONSHIP CAPITAL: new generic label proposed
1 Formal organizations and networks
ia Internal or within the organization: no label in current use
1b [Relationships external to the organization: Relational Capital
Stakeholder Capital: partners, suppliers, customers, govt
Customer Capital*
Informal groups and communities: Social Capital
2a Within a group: Bonding Social Capital
2b Between a groups:Bridging Social Capital
2c Between a group and the government: Linking Social Capital
3 Personal, both formal and informal: no label in current use

[N]

Fig.2.Disaggrg at i on of @A Rel ationship Capital.d Note that Dr.

capital be treated as a completely different categdry fic o ns u mgseeiSection6.& pi t al o

! Talisayon, S. (2009rganisational energy and other mkgarning from case studies of knowledge mamamnt
implementation in nine Asian countrig@owledge Management for Development Jours@l), 21-38. U.K.:
Routlege

™ Talisayon, S. (2008Relationship Capital versus holderCapital versus Customer Capit&log post in:
Apin Talisayonbds WeWeébsitg, 16 December 2008.
http://apintalisayon.wordpss.com/2008/12/16/relationstuapitatstakeholdecapitatcustomercapital/
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To owner of To the rest of the
enterprise community
Creation of market F
Beneﬁt; value is what drives isgzlcgm:lf:f:
Opporinkies A the enterprise
Costs Social costs: enterprise
Risks A owner does not feel this
1

Enterprise account looks only at these private
impacts

Fig. 3. Market value creatioand social value creation from a sotiehefitcost analysis perspective

When best practices in communhtigsed antpoverty projects are analyzed, it was found
that: (2) communities own or have access to many other forms of intangible assets than
those of private enterprises, and (b) susaanti-poverty projects is attributable more

to communi ti estbantbthdirtanyiglé dsdeté. asset s

Other forms of community intangible assets must be considered to better explain success
or failure of communitybased projects such as:

1 Indigenas knowledge

1 Social capital established relationships and roles within the community and

between the community and external entities

9 Traditional access to natural resources from the public domain

9 Access to natural resources donated by a private party

1 Franchise from the national government

Thesefactors are rightly called assetsr capital because they create value for the
community.
2.2  From IC to metacapital

Besides the various community intangible assets found abtiver concepts of capital
are gaining currencies in other disciplinesn s$ustainable development, ecology and

environment al management , the concepts of Ainat
fibi odi versity capital o and fAenergy capitalo are
pract i ti onersé discour ses. Less common but not abl e
sciences such as fiintegrity capital, o fApositi ve

capiThd . gen eme tca ct amme Fgart 4has been proposed émbrace
factors recognizedi whether in corporate or in developmental applicatidngs

n Talisayon, S. an8uministradeRimandg S.(2008) Community Wealth Rediscovered:dwiedge for Poverty

Alleviation.Quezon City, Philippines: Center for Conscious Living fdation and Peace and Equity Foundation

° After reviewing many definitions of social capital from the literature, Claridge observed that the meaning common

to most definitions is fAsoci al r e | aSbdiabGap#tal, Wébaite have producti ve
http://www.gnudung.com/
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contributorsto value creationincluding IC, natural capital and social capftal

In summary, the proposed Expanded IC Framework consists of (a) adoption of the more

generc term Arel ati

ons

hi

p

capi t altocomniumity

or social perspectives, (b) adoption of social value creatitmer thancorporate value
creation perspective,

thecorporate IC framework n d  t

he

devel opmen ffahewdkli r i pl e

and

2.3 Application of the Expanded IC Framework: Proposed Value Creation 8ale

for social innovations

An enterprise is a social innovatighat has been found te an effective tool for value

( ¢) camsblahpetbothon of t he

is applica
cC
Bottom

creation. However, the enterprise concept is still evolving due to pressures such as
globalization and the global environmental crisds the next sections of this paper will

show, he social enterprise concept itself mby evolving and different forms and

models aremergingin Asia and elsehere.

Scope of IC
(mostly corporate applications)

Scope of "Triple Bottom Line"
(mostly developmental applications)

Human Capital

Stakeholder Capital (=External
Relationship Capital)

Missing. Internal Relationship Capital

Structural Capital

Note: Tangible Assets are treated
separately from IC which are part of
Intangible Assets
N

Human Capital
Indigenous Knowledge

Stakeholder Capital: Bridging (across .
communtties) and Linking (community 1- Sodial
with government) Social Capitals; Capital
Access rights: traditional or legal
Bonding Social Capital
(within a community)

Missing: Structural Capital

2- Ecological or Natural Capital

3- Tangible Assets: Financial Capital plus Physical
Infrastructures

s

Scope of "Metacapital”
(for application to nonprofit-SE-corporate enterprise continuum)

Fig.4.1 C vers

A simpleway to evaluate social innations such as $Hs to check whethesr notthe

P Talisayon, S. an8uministradeRimandg J.(2008) Knowledge for Poverty Alleviation: A framework for

us ATriple Bottom Lineo

versus

design and evaluation of development pot$ for lowincome commurigs.Paper read ahe Conference on
Knowledge Architectures for DevelopmeSingapore: Singapore Management University.

930hn El ki ngton originally introduced

P r o fThetframgwork hasince been adopted widely among NGOs andpmofit corporationsSee: Elkington, J.

the term

(1997).Cannibals with Forks: Triple Bottom Line of 21st Century Busin®@sford: Capstone Publishing Ltd.
Also see websitehttp://www.johnelkington.com/activities/ideas.asp

r .
The concept of soci al
Aii nnovationo is used

Organization. See: Conger, S. (197/)cial InventionsPrince Albert, Canada: Saskatchewan Newstart.
s Talisaym, S. (2009)Corporate social responsibility and emergent models in management of stakeholder

i nnovation is si

mil ar

to

n 1994.

Stuart

capital in Philippine conglomerateBaper read ithe Fifth International Research Workshop on Asian Business,

Singapore: Singapore Management University

He

Met acapit

al

Conger ¢
her e f ohacaordingtodhe Warld Intsliécaal Brapertd meani ng of
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innovation: (a) is aating or destroying social value, and/or merely trarnisigr
resourcesfrom one nember of society to anothevithout creating value(b) creates
valuefor all, for many or onlyfor a few, and (c) destroys value frami, from many or
from a few The quesions can be arranged into anstp Guttmadike ordered
checklist where each step is assessed in a dichotomousoyes presenaibsent fashion
(see Figure b

The ordered checklist approach can be used to expose the value destruction that results
from commonly accepted social innovations, and to highlight and rank the value
creation that results from innovations that are socially worthwhile (see Figure 5). The
basic assumption behind the scale is that creating value for all or for many is what
makes annnovation socially worthwhile.

Value Creation Scale
(An eight-step Guttman-lke ordered checklist; answer at each step is a dichotomous "yes/no")

A"= present and Irreversible loss of natural capital;
1 |depletion of non-renewable resources

Did it result to

future generations?
value M » 2 Loss of metacapital from a substantial
destruction of: | V" |segmentof society
Few? Loss of metacapital from a minority

Resource transfer involving a minority;

Did it merel
Y  |Few? zero wealth creation

transfer resources
among: Many?
Few?

wealth creation

Build-up of metacapital for a minority

Did it result to

3
4
5 Resource transfer involving majority; zero
6
7
8

: Many? Build-up of metacapital for the majority
value creation for All= present and Increase in‘ quantity and quality of natural
the benefit of: 2 capital available to present and future

future generations? generations

Fig. 5. A proposedralue creatiorscale for evaluating social innovations
3. New Social Enterprise Models

31 Concept of Asboci al enterprise

A social enterpriser SEcan be defined as a business with a social missiaspites to
become selSustaining by generating income and profit, but its profits are primarily for
reinvesting in the enterprise to further fulfill its social missidnmay cover many
different types of social mission driven business, including tlobgeivate sector and
NGOs that run profitaking operationgsee Figure 6 SEs have double bottoiines.
They have a social objective and an economic one. Social entrepreneurs must:

()  Accept challenges of the market economy

(i)  Beinnovative in creating birsess opportunities

(i)  Acquire business management expertise and skills, and

t Tse, K. K. et al. (2009 Creating a Social Entrepreneurship Movement in Hong K@fficial brochure of the
Hong Kong Social Entrepreneurship Forum
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(iv)  Aim to be selfsupporting and seHlustaining:

The success factors of SE are identifying market niche, creating value added products or
services, building networks, partnership, rmfaand consumer trust, and acquiring
management angrofessional expertise. Since most SEs, same as Si&Esot strong
financially, intellectual andome other forms of capital become their most valuable
assets.

Value-Destroying and/or Resource-

Transfering Social Innovations 1 23|45|678

OPEC; any cartel of extractors of non-renewables . .

Mining enterprise; logging in the Amazon forests . . .
Polluting or tax-evasive enterprise; illegal drug industry . .
Legalized and illegal gambling; casinos .

Financial scams: Ponzi and pyramidal schemes .

Using taxpayers' money to bail out ailing enterprise .
Confiscation from few rich + distribution to many poor . .

Taxation + subsidies oo

Boxing as a paid spectator sport; cockfighting . .

Value-Creating and Resource-

Transfering Social Innovations 123|45]|678
Oligarchic capitalism + regulatory capture . .
Enclave corporation .
Private enterprise + corporate philanthropy o]
State-owned/controlled enterprise . .
Private enterprise + corporate social responsibility sle|e
Employee-owned enterprise; cooperative ol
UNESCO, UNEP and other UN agencies . .
Private enterprise + I1SO 14000 certification . .
Community-based sustainable livelihood system . .
Socially-embedded enterprise + "triple bottom line" oo
Costa Rica's Biodiversity Law o

Fig. 6. Examples of applicatiaof the Value Creation Scale

3.2 New social enterprises in China

3.2.1.According to NorProfit Incubator in China, the concept of social enterprise was
formally introduced to China around 2004. It went hand in hand withcohgorate
social responsibilitf( CSR) movement which is a hot topic now in Chinalowever,
awareness of this new concept is still very low, and most people still easflyseat

with NGO or normal business entity. There are only a few successful SEs in China. An
example is Huadan ich earns income from consulting services to finance its charity

Y Lee, J. (2008)Social Entrepreneurship: A Study of the Development of Social Enterprises in Hong Kong
presentation script at the International Symposium on Social Entrepreneurship and Social Girangenl

Vi, D. (2008) Incubating Social Entrepreneurs in Chifiaresentatioslide§. International Symposium on
Social Entrepreneurship and Social Change, Hong Kong



activities mainly to help migrant workers and their families in Beijing.  Another

example is Bright China Foundation which has a
with dignity, to inspiret hem t o hel p otherso, organizes entr e
prisoners apart from orphan care and disaster relief activities.

3.2.2. Social entrepreneurship is also a very new concept in Taiwan. It is merely an

academic term but not yet a serious adwaycor practice until the first social venture

fund, Flow, Inc. was founded June 20070ne of the important barriers to nurture

social entrepreneurs is the difficulty to find leaders with both sets of genes: a social heart

and a business brain. Someerethis as a combination of Richard Branson + Mother

Ter esa. The Taichung City Hondao $enior Citi ze
own R&D produce and sek a product called Peng Zhu experiential packs. The packs

contain devices that enable youngergons to simulate experience of an 80 year old, to

enable understanding, build eatipy and enhance harmonious society as a result.

3.2.3.According to thesocial enterprise directory published by tHeng Kong Council

of Social Servicethere were laout 110 social enterprises in Hong Korrg 2008* The

Hong Kong Council of Social Services (HKCSS), HKCE$SBC Social Enterprise
Business Centre and the Hong Kong Social Entrepreneurship Forum are the main
promoting forces and supporting source of SE movésnienHong Kong. In December
2008, the Social Enterprise Summit was held in Hong Kong, with the presence of
speakers and delegates from worldwide. The meeting was said to be of great success.

3.2.4.By studying some SE selectively, it was found thatelo@mmon and ouisnding
characteristics existednamely knowledge capital, relatioh§p capital and creativity.
For example, theVentures in Development of Hong Kongpedfies knowledge
management (KM) functions and elements such as knowledge devetomamsmn study,
training, mentoring andlbg in their organization chartdeFigure 7.

The Fullness Christian Vocational Training Centre has openly reported its performance
by looking at perspectives on financial capital, social capital and human o&stal
Figure §. Global Institute for Tomorrow in Hong Kong or GIFT ran the GlobaliYg
Leaders Programme in Indilhat allows participants who work on globalization projects
withess how decisions made in one part of the world have impacts elsewherear@hey
also expected to bring technical and commercial expertise to contemporary business and
social challenges.

" Chen, R. (2008pocial Entrepreneurship Movement in Taiwanesentatioslideg. International Symgsium
on Social Entrepreneurship and Social Change, Hong.Kong
* Social Enterprise Directory 20089. Hong Kong: Hong Kong Council of Social Service



10
BOARD
Management
Team

| Enterprise Development | | Knowledge Development |

Platform Platform
Monitoring &
Evaluation

Centre

Case Stud

Fund

Training
Presentation

Sustainable
Tourism

Fig. 7. Organization and Programs of Ventures in Development, Hong’Kong
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Fig. 8 ServiceasBusiness Framewortdf the Fullness Christiaviocational Training Centfe

Besides e above sample casdhere are othedifferent ways that IC conceptare

applied Mrs. Siew Mei Cheung Ang the Executive Director of Christian Action
highlighted the @Aintangitheluaisyofthe teant theirnvest or s oft
innovation, problem solving ability, enthusiasm, commitment, skill, the effectiveness of

leadership, and the potential fgrowth.?® In other words in assesing of social

enterprises and social entrepreneimgestorsturn tobroader behavioral indicators that

affect value creationparticularly motivational factos, organizational energy and

Y S0, M. (2008)Social Enterprise as a New Path for Development in Cfpnesentatiorsideg. International

Symposium on Social Entrepreneurship and Social Change, Hongdéenglso websitesww.venturesindev.org

% Kee C. H.(2009) The Strategy for Creating a Successful Social EnterptiseSocialServiceasBusiness

Framework of Fullnessranslated and reproduced from the Chinese handout from the Hong Kong Social
EntrepeneurshipgfFor um Member 6s Evening Gathering, May 18, 2009
3 Smith Xie, H. (2008)Bridging the Gap between Business &utial Need§presentatioslides].Interrational

Symposium on Social Entrepreneurship and Social Change, Hong Kong
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