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I am enormously honored by the publication of this Chi-
nese edition of myNew Frontiers of Philanthropy book, and
deeply grateful to the remarkable team at the China Global
Philanthropy Institute for the inspiration, diligence, and per-
sistence they showed in bringing this sizable book and its
message to a broader audience in China.

They could not have done so, moreover, at a more op-
portune time.

The field of social finance, which this book examines,
is showing encouraging signs of development in China at the
present time. “Green finance,” “micro-finance,” “social
enterprise,” and other facets of this developing social-fi-
nance eco-system are already much in evidence in China,
often with considerable governmental support. Prospects for
the further development of this field in China thus appear
quite positive.

At the same time, as a recent CGPI report notes, the
infrastructure needed for a truly robust social finance field in
China remains under-developed. One of the more crucial
facets of such infrastructure, however, is the base of knowl-
edge and conceptualization that this field needs in order to

grow. Yet this facet continues to lag, both in China and a-
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round the world. Indeed, even the basic terminology of the field is unsettled , po-
tentially creating confusion among many whose support will be crucial for the
field” s advance. Thus, terms relating to particular fields of investment, such as
“green finance,” are used inter-changeably with terms describing particular in-
vestment instruments, such as social-impact bonds; and these, in turn, are con-
fused with other terms describing particular types of investors.

It is here that theNew Frontiers of Philanthropy book presented here has
sought to make its contribution. Broadly speaking, this contribution takes three
different forms.

First, the book seeks to clarify the terminology of this developing field. It
does so primarily by drawing a distinction between the actors that increasingly
make up the social finance eco-system—some of them quite old and some quite
new; and the varied financial tools or instruments being deployed in the field—
some of them quite familiar to some of the actors but quite novel and off-putting
to others. And it does so with a certain precision so that readers can gain a clear
understanding of how each actor and tool operates and what its distinctive contri-
bution can be. In the process, the book re-captures the historical meaning of the
ancient term, philanthropy, discarding its recent narrow focus on gifts or grants,
and emphasizing its true meaning as the mobilization of private resources for the
common good through a wide assortment of vehicles and means.

Second, the book calls attention to a mechanism that gives the “new frontier
of philanthropy” its special “lift. ” This is the mechanism of leverage. Leverage
is the mechanism by which small amounts of energy can be translated into much
greater amounts of power. It is what allowed the Greek mathematician Archimedes
to claim, according to lore, that given a lever and a place to stand he could
“move the earth. ” In the world of social finance it is the mechanism that trans-
lates the limited resources of social finance into much larger social effects by
linking them to the far more substantial resources of private (and public) invest-
ment capital. The central lesson this suggests for those eager to promote social fi-
nance in China is not to remain focused only on the social finance entities them-
selves, but rather to build bridges to other, larger pools of capital—in charitable

foundations, in established private investment houses, and in government.
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Finally , while generally highly bullish on the prospects and potential contri-
butions of the social finance field, the New Frontiers of Philanthropy book also
calls attention to some of the risks that also confront this promising field. Enthu-

&

siasm for “green financing,” for example, can lead to “green-washing,” i e. ,
the tendency to advertise what are really faux green facets for investments that
have little connection to sizable environmental benefits. Similarly, so-called mi-
cro-finance can demand returns that exceed those available on standard market
investment instruments and social enterprises can come to resemble plain vanilla
enterprises. When such activities are incentivized with governmental resources,
claims of fraud can easily arise, discrediting entire branches of the field. Ac-
cordingly , care must be taken to establish standards that clearly demarcate social
finance from regular finance and thereby justify any special benefits it attracts.
CGPI has performed a service to the social finance field in China by making
this book available in a Chinese edition. My hope is that the book will contribute

to building the basic infrastructure of knowledge and concepts that this field will

need to continue to prosper and grow both in China and the world beyond.

Lester M. Salamon
Annapolis Maryland, U. S. A.
20 October 2018
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