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More ways to support social initiatives

P

RIVATE-PUBLIC initiatives are an
increasingly important phenomenon.
They represent a fruitful division of
labour between two partners – civic
organisations and the state – with each
specialising in what it does best. When
community groups and public-minded
individuals focus on a social problem,
they can make a valuable difference
because of the “local knowledge” they
might possess from being closer to the
ground. Their passion in devoting their
skills, resources and time to resolving
the problem can also make a big difference. The Government can lend its institutional, particularly administrative,
and financial support and ensure that
standards of probity, efficiency and so-

cial equity are met. Together, the private and public spheres can make bold
grassroots initiatives a more visible part
of the functioning of a caring society.
Those supporting this vision would
have been heartened to hear Deputy
Prime Minister and Finance Minister
Tharman Shanmugaratnam promise, in
his Budget speech, strong government
support for community initiatives. He
noted efforts by private groups to improve the lives of Singaporeans, which
he called “bright spots of goodness”.
One example he cited was an initiative
by the philanthropic Lien Foundation
and the welfare organisation Care Corner to give children from disadvantaged
families access to high-quality

pre-schooling to help narrow an early
gap between them and better-off children. Another example is a house-tohouse health screening and counselling
programme started in 2007 by a small
group of medical students which has expanded to 400 students.
Private-public efforts here can draw
on the experiences of other countries.
The social impact bond, for example, is
a promising initiative. The idea behind
it is to empower civic organisations,
that are proactive and inventive but
hardly ever spoilt for funds, with the financial muscle of the market. At the
same time, charities are subject to the
market’s economic discipline through
the performance-based nature of invest-

ment management. The market can
play a social role by, say, making
low-interest loans available to
non-profit organisations or funding specific projects for a reasonable gain. The
state pays for a programme only when
its objectives have been met; otherwise,
investors lose their money. Pioneered
in Britain, the scheme has spread to the
United States and is used to tackle issues such as chronic homelessness.
Singapore would do well to consider
a wider array of private-public initiatives because social welfare programmes will expand in the years to
come, but state revenues may slide
owing to slower growth in a maturing
economy.

TRUSTWORTHINESS OF BRITAIN’S OFFICIAL STATISTICS

The use and abuse of statistics
The first writer laments the abuse of statistics in Britain’s official statistical agency, while the second
cites the discovery of Libor manipulation to show how regulators can make better use of statistics.
By CHRIS GILES

By ROSA ABRANTES-METZ
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T IS quite a moment when a
trusted national statistical
agency reveals that it has
lost its independence from
central government. That
happened last week in Britain. As
of Thursday, the Office for National Statistics (ONS) is no longer
producing consistent and reliable
estimates of the public finances.
Worse, the mistakes it has made
would have been easily avoidable
if it had learnt a simple lesson
from the financial crisis.
In the years before 2007, the
leading credit rating agencies traded on their reputations as independent experts. Using intricate
risk models, they gave triple-A ratings to fiendishly complex derivative securities. When the crisis
struck, the detailed modelling was
exposed as useless. The agencies
had failed to see the wood for the
trees. Their reputations dived.
While the rating agencies have
sought to put their houses in order, the ONS has ignored this cautionary tale. In changing its measures of the public finances, it has
moved from being a defender of
simple principles to a justifier of
the indefensible.
The story starts in 2009, when
the official statisticians realised
that emergency measures to tackle the crisis – nationalising banks
and providing liquidity support –
would wreak havoc with the existing measures of the public finances.
So they came up with a simple
solution. All such temporary operations were stripped out of the figures to provide what the ONS
would call “public sector net borrowing excluding financial interventions”, a measure known as
“PSNBex”.
A technical note at the time explained the rationale: The measure was “intended to show the
underlying state of the public sector finances without temporary
distortions caused by financial interventions, but including any permanent effects from these interventions”.
That all made sense and PSNBex became the government’s target measure of progress on the
public finances. That was then.
The good old days.
Sadly, everything changed in
the past week when the ONS announced how it intended to treat
the Treasury’s decision to raid a
cash pile that has been building
up at the Bank of England (BoE)
because of one of those crisis-fighting measures. The central
bank is amassing interest payments on the gilts it purchased as
part of quantitative easing.
No one knows whether QE will
ultimately make a profit or a loss.
The scheme is currently in the
black, but is likely to move into
the red when it unwinds. What is
certain is that the Treasury’s decision to move the cash from the
BoE to its own accounts has not
changed the state of the public finances. Any sensible way of meas-

uring underlying borrowing
would ignore this intra-government transfer.
While that was obvious in principle, it was not the route Britain’s statistical agency chose to
take. In a ludicrous technical
note, the ONS described how it
had considered the European System of Accounts 1995, the Eurostat Manual on Government Deficit and Debt, the issue of dividends, super-dividends and interim dividends and the entrepreneurial income of the BoE.
The intended impression was
that these were experts taking a
decision constrained by international guidelines. As a result of

this guff, the official deficit measure will be flattered by £6.4 billion (S$12 billion) in 2012-13 and
£12 billion in 2013-14 – almost 1
per cent of national income.
Among all its high-brow reasoning, the ONS either disguised,
or failed to disclose, three crucial
facts.
First, it was under no obligation to make PSNBex consistent
with international accounting
principles since the measure had
never been governed by them. Second, its decision fundamentally
ran counter to the original intention of PSNBex to provide a consistent guide to the underlying level of borrowing. And third, while

it said the crucial decision was taken by a body called the Public Sector Finances Technical Advisory
Group, the ONS failed to note
that its two officials on this body
can always be outvoted by the
three government officials. It is
not independent from ministers’
wishes.
That the ONS has not kicked
up a fuss in defence of consistent
measures of the public finances
demonstrates it to be independent
only in principle and supine in nature, and shows that it can be outvoted in practice. Official figures
on the British public finances are
no longer to be trusted.
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