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0 Towards a Collaborative Society
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OUR HONG KONG

C‘) covsey o Significance of cross-sector collaboration

2015-2016 FELATFRY S E B Recurrent Government Expenditure

Department

S8®  social Welf
oC Ny =
|’"‘ a1 Wellare  wreEq=

62,483 (B&E7T) (million HKD)

BT EERS

% of Government Recurrent Expenditure

17.6%

Food and Health Bureau EBEYIREERB

76,400 (BEEJT) (million HKD)
G T E RS

% of Government Recurrent Expenditure

% Education Bureau BB

74,726 (B8 7T) (million HKD)
LIRS

% of Government Recurrent Expenditure

21.6%

21.1%
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et Increasing expenditure from the ageing population

v
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Hong Kong government should consider its financial practices due to the increasing expenditure from the ageing population.
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2oawr  Pay-for-Success
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~:wat Advantages of Pay-for-Success
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Outcome-based Evaluation
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Risk sharing

REMNSRAX
Long-term cost savings
ESRAMAESE - BREIZIRENIS

Develop impact investment market through
private capital
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@ Lack of outcome-based performance indicators
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HEKAK16% ( 14318 ) ELMNE A K

Out of 876 performance indlcators only 16% (143) of them are outcome-based
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Elderly Services Famlly and Child Rehabilitation Youth and Other Services
Welfare Services Correctional Services
Number of output-based
indicators 100 139 251 178 65
PIEHARREERE
Number of outcome-
based indicators 37 39 30 37 0
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Iong-term cost savings
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Intermediaries

DT i%R

There is no cost to the government If
the service provider cannot achieve the
targeted outcome, while the investors may
lose all their principal.

If the targeted outcome can be achieved,
the government can secure long-term
cost saving while investors can enjoy a
financial return.
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long-term cost savings
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With the focus on prevention oriented services, “Pay-for-Success” can help government saving cost on traditional
remedial services.
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Early intervention
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Early intervention is particularly
useful in preventing or
minimising children and
youths who are at risk of
developmental, emotional,

social or behavioral problems.

B e RER? (HlF)
How cost savings Is
generated? (Examples)
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Preventive healthcare

Bt 9% BE TR 1R 1 FE RS M4 B PR AR
FERXE . FlUERSEN
F EEnte - SEZE/ 0RO
2008 F 5

It is found that the increased use
of clinical preventive services
such as obesity screening and
breast cancer screening could
save at least 2 million life
years annually.
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O%Mg% Risk sharing and long-term cost savings (Examples)

Newpin Social Benefit Bond Newpin Social Benefit Bond

MEEHE . SEEE+ Outcome Funder: NSW Government
B_EE - T%’i%%ﬂﬁ]/&  FEESEFEHS Investor: High net worth individuals, family foundations and
g - AR MBEI T EA S A BB superannuation funds
HEY : RERERT D ASTERR A RLE Objective: To safely restore children to the care of their families
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C‘)Oﬁggggg Risk sharing and long-term cost savings (Examples)

Newpin Social Benefit Bond

Proportion of principal repaid on maturity date depends on the restoration rate
ZEARS AN £ RO IR R INEA TN R B )
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Restoration Rate
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Proportion of Principal Repaid
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C)%Mg% Risk sharing and long-term cost savings (Examples)
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SVFELRBEIREZEARTER
Reduction in re-incarceration

rate

>20.0%
>16.0%
>13.0%
>212.5%
>12.0%
211.0%
>210.0%

NYC ABLE Project for Incarcerated Youth,
Outcome Funder: The Department of Correction, New York City
Investor: Goldman Sachs

AAMZNFANEERMRRELRT | BATHRERHSEEHEE

(MDRC)MEHR (E7T) (3=7T)

City payment to MDRC Projected long-term city net
(in USD) savings (in USD)

$11,712,000 $20,500,000

$10,944,000 $11,700,000

$10,368,000 $7,200,000

$10,272,000 $6,400,000

$10,176,000 $5,600,000

$10,080,000 $1,700,000

$9,600,000 >$1,000,000 13
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Initiated the first-
ever Pay-for-
Success, or
Social Impact
Bond (SIB) as
they call

Developed over
30 PFS/SIB
projects, which is
the highest in the
world
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Investment
banks like
Goldman Sachs
devoted over
USD20 million on
different PFS
projects
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United States
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A USD300 million
PFS incentive
fund was
established in
2014 by former
President Obama

-Success

b
Australia
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v

Implemented the
Social Impact
Investment
Policy to boost
the transaction
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Challenges
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Complexity of Limited scope of impact .
contracts motivation for Hong

investing in Hong Kong Kong Government
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SHEEE

Because of the
unprecedented
mechanism as well
as the number of
stakeholders
involved in the PFS
contracts, the
development could
get really complex
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Impact
iInvestment firms,
who also tend to be
the investor or
intermediary in
PFS contracts, are
limited in Hong
Kong.

HEeFFRSHA
ST EER - BUS
ORER Z iR A 53%
AFAARRE T 5

The increasing
budget surplus
might not provide
any incentives for
the Hong Kong
government to tap
into the private
market.
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Encourage the use of Social Impact Assessment (SIA)

ox B L B M= E

Social Impact Investment Policy and standardization of

contracts
HlIEHL ERINIREHRRIFEEEA

Enhance Environmental, Social and Governance
(ESG) Reporting for Impact Investment

MiEEIMIRERIRIR - HERERRS

Facilitate the development of social finance
lml Intermediaries
HATHERIEEMP TS
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Encourage the use of Social Impact Assessment

BEERBANUEAN HEEEENE = (Lo
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Ewdence-k_)ased Social Value VE BT
Analysis

/’ / Database \\

S e . y 4 \

Eﬁlﬂ‘%zﬁﬂﬂfﬂﬁiﬁ Evidence-based / j I \ \ SEMELEE  Valuation of outcomes

WPEEREE/EIE  analysis of outcomes I \ ysss_ MEERIEK g to convert the

E%Eﬂﬁ?ﬁ%%ﬂ is a procedure to EETNMEE  outcomes proved in the

SERMNBFIETL  confirm existence of MRSt EE first stage into
targeted changes on monetary values.

the beneficiaries 18
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Social Impact Investment Policy & standardization of contracts
° &Y &E AT o RUA RN Bl B Hr N BUR -
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HlEAERIMREHRKIFEESH

hlELZ

Consideration 2

BIRGREBUER - IEBURTNEZEIT —1& T

ZURNE , IR

< With reference to the NSW Government, the Hong Kong government can establish a social impact investment.
The policy should also outline a standard for PFS contracts to lower the cost for legal procedures
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RBHESEPNEERZESH
Contract between Service
Providers and Intermediary

ARFE B

Service providers

HREFAHAERES
Contract between
Evaluator and
Government
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Evaluator
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@ Policy Consideration 3

MEEIRIRERIRIR - 1 ERERARS

Enhance Environmental, Social and Governance (ESG) Reporting for impact investment

.
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< To expand the current market for impact investment, we suggest the government to include it as one of the
areas in ESG reporting guide:
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ﬁ?ﬁﬁ% Environment and fEf= EREZE Development and
Emissions natural resources Employment Health and safety training
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BIRIRE
Impact Investment
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Labor Standards management PI’OdUCt repOI‘ISIb|Ity Anti - Corl’uptlon investment
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Facilitate the development of social finance intermediaries

slle ZE

—
¥ Australia

©OV®

social ventures australia

A united Kingdom - United States

. SOCIAL
FINANCE

NUMBERS
Triodos @ Bank

BUILDING KNOQWLEDGE TO
IMPROVE SOCIAL POLICY

Th1rd Sector

—capital partners

Wl festpac

InstitutionalBank

O BEEMNEFHEAMSHESE AWM - BIREZIIEANES - RESEAIM
STRIPITEREERERRE TIRYURNE L WIEE

< Hong Kong government has to take a rather top-down approach to come up with a suitable
organization to handle the process
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