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KEY FINDINGSATA GLANCE

PRIVATE FINANCE

{20AFf AYLI OG 0602yR LINPFEOTA LI REBbdande SHed Echethdsifo y S 6
increase private finance of public services and the welfare state, driven by austerity policies and
neoliberal ideology.

They are acomplex venture capitalis model applied to the provision of social services, health,
education and other public services. Private investors provide working capital to social impact bond
projects with the expectation of an annual rate of return or profit of 1530% or more, depsdent on

the achievement of specified outcomes.

Early interventiofdevelopmentand prevention are only part of a strategy to tackle the root causes of
poverty and inequality. However, social impact bonds and-fpayuccess are designed to deliver
selective social outcomes.

¢tKS a20Alt AYLIOG 02yR LINRB2SOG t2008 SYONIOS yS2fA

their approach, but they are in denial of market failure and the caxfgbe global financial crisis.

The social impact bond project lobby is, howeveappy to accept public money in the form of tax
breaks, grants, subsidies and guarantees to extend corporate welfgarly £520m of UK public
money has been given to social enterprises and social imgad projects in recent years in the form
of grants and financial support.

International bodies have advanced the case for social impact bonds projebes G8 group of
countries established aSocial Impact Investment Taskforcehe Organisation for Econam
Development and Cooperation (OECD) and World Economic Forum (2013) extolling their virtues.

Global banks such a@ank of America Merrill Lyncigoldman Sachs, JP Morgan Chase and Co. and
Morgan Stanleyhave played a key role in promotirgnd funding soial impact bond projectsn

FYGAOALI GA2Y 2F FGGNI OQGAY3 S6ARSNI LINAGEGS Ay@Saiz2Ng

There are currently 5éperational ®cial impact bond projects in 1®urtries with at least a further 23
at the planning or procurement stagdheUK is the global leader with 33perational projectswith
outcome payments valued at £911ojlowed by the US with Projects

ECONOMIC AND SOCIALAWS

The level of innovation is exaggerated. Private investors will fund projects that use pewidemce
based method4o minimize risk. The organisationstructure of social impact bongdrojects is more
innovative than the services they deliver and the mathothey use to achieve outcomes, but
nevertheless has basic flaws and negative consequences.

Social inpact bonds are a development he mutation of privatisation.

No attempt is made to compare the social impact project with other innovative and improved public
services. This has a double effect of excludinganse public service delivery an@tually guarantees

the project will show some improvement (and financial return) because it is applying proven
techniques.

Social impact bond projects increatbe financialising of public services with private investors providing

operating capitabnd whilst outcomes are

monetised by agreeing a fixed sum of

money for each outcome. S
&7 N

The modelis built on claims of public
expenditure savingsimilar to those made
for outsourcing and privatisation. Theyre




frequently exaggerated and often fail to meet tatge

Paymentby-Results is a fundamental part of social impact bond projects and has been more widely

dzA SR Ay 3J2@SNYYSyid O2yiN)IOGa Ay &aS@OSNIf O2dzyiNRSA
PbR contracts achieved 100% performance even in majlustrial cities and assumed the turn around
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Further, their structure outside of the public sectaesults in the outsourcing of commissioning
functions, such as monitoring and evaluation, and service delivery. They decrdee rate of
commaodification, marketisation and privatisation processes.

Democratic accountability and transparency is absent from the case studies and documents promoting
social impact bonds.

There are few references to jobs, terms and conditions faff ®ither displaced by, or employed in,
organisatiors delivering social impact bongrojects. With norprofit average wages 20%30% less

than the national average wage, let alone the equivalent public sector wage in many industrialised
countries, wideruse of temporary staff, fewer in pension schemes, lower trade union membership,
social impact bond projects will have a signifitamegative effect on employment and economic well
being.

Participation of service users and staff has been tokenistic @ritphasis on stakeholder engagement
limited to private investors, intermediary organisations and contractors.

DEVELOPMENT IMPACT BDS

Advocates of development impact bonifsthe globd &2 dzi K YIF 1S GKS &l YS Of I AYz
FIAf dzNBQI deting bfyrésourtés, 2nddeqiidteNihcentives to focus on outcomes, limited
innovation, shorterm funding and insufficient evidence to support decisimoaking, whilst ignoring
the historic role of private companies and market failures.

Development impact dnds have similar objectives, organisation and operating methadssocial
impact bonds but they are currentlyfunded by aid ageties and/or foundations rather than private
investors. However, they have the same basic flaws.

ALTERNATIVE STRATEGY

A fourpart strategy is required: 1) An alternative vision of public services that provide early
intervention and prevention, good quality integrated core services and multi purpose use of public
buildings; 2) Public Service Innovation and Improvement Plans atrtdegatal or service level; 3) An
agreement not to propose or approve social and development impact boneffpaguccess projects; 4)
Action strategies to build alliances of staff/trade unions, service users/community organisations and
other campaigns to @anise support for strategies and scope for transnational action.

WISeR&: ESSI(2015)



TABLEL: 30 NEGATIVE ELEMENTSSIFCIAL IMPACT BONB®JECTS

Investors select social needs that are profitable, but ignor
needs that are not.

Privatise the design, finance, service delivery, contract
management, monitoring and evaluation of projects.

Monetize the value of outcomes by agreeing a sum of
money for each outcome.

Make social need dependent on private markets and
decrease publicly provided séces.

Blur important distinctions between public, ngaofit and
private provision opublic services

Commodification and monetising early intervention and
prevention will have a negative impact for women in socie
reproduction, in training and employmeand will intensify
gender inequality.

Employees have private/neprofit sector terms and
conditions, less job security and trade union representatic

Private finance, alternative providers, making markets,
competition, privatisation, deregulation and public grants
and subsidies are the components of neoliberal public
management.

Do not deliver additionalesourcesaspublicsector has to
repay private/social investomsith profit.

Project organisation is a neoliberal innovation, but service
are rarely innovative they apply proven methods to new
population groups.

Lack of evidence of savings in public spending, which are
only valid if the full public cost of reconfiguring public
services and infrastructure legacy coate included.

Exclusive focus on outcomes despite inputs, processes (i
outputs in some cases) having a direct effect on the quali
of pubic services.

The comparison of outcomes with unimproved public
service provision is fundamentally flawed and designed tc
exaggerate the effémf social impact bonds.

Exploit the most vulnerable, poorest and others dependei
on publicservices and the welfare state.

|l RG220 GSa YI1S aaSNIAz2ya
market failure is the causef financial and economic crise

Address the symptom$ut not the causes of poverty and
inequality.

Extend markets and market forces further into the welfare
state that could ultimately threatesocial rights.

Private and institutional investors will increasingly replace
Wa320AlE AYy@SailizNBRQO®

Democratic accountability, participation and transparency
are eroded by the contract culture.

Risks are borne by government, service users, staff and
contractors, not just private investors.

Creates a new source atcumulation for private investors
in public services with annual rate of return of up to 15%
30% or more.

Performancebased contracts leath commercialisation of
non-profit and voluntary sector organisations.

A ®condary market is likely to emerge to trade in social
impact bond investments that could be transferred to
offshore tax havens following the PFI/PPP model.

Banks and financial institutions will increase their power t
shape public policies.

High setup ortransaction costs including a coterie of
consultants, financial advisers, lawyers and evaluators.

Early intervention and prevention should be part of public
sector initiatives and integrated with core services.

/tFrAYa 2F wazOAlft 2NJ Lzt
vague, are not meaningful and conceal class interests.

Impose a new set of power relations between private
investors, intermediary organisation, contractors,
consultants, evaluator and the government or public body

Deliberately exclude and deny there are viable and more
effective public sector alternatives.

Development impact bond model threatens to impose mo
profiteering and privatisation in the global south.






1 PRIVATHNVESTMENT TPRIVATISE THEELFARE STATE

D2@SNYYSyilia AyONByaky3tk e-bhaabch $heelshheried Mzicrease private
finance of public services and the welfare state, driven by austerity policies and neoliberal ideology.

One such scheme is adal impact bond project (known as p&yr-success in the US, social benefit
bond in Australia and development impact bond in the global south). Social and development impaq
bonds are similar. Private investors d@odfoundations provide working capital to social impact bond
projects, whereas aid agencies and/or foundations finance development impact bajecis. There
are currently 54operational social impact bond pjexts globally with a further 2at the design &ge.
The UK is the global leader wi82operational projects followed by the US withl9K project outcome
payments are valued at £91m.

8je]S aJey|am 8y} Jo adueul a1eAld 0 SAITRUISIY

The social impact bond modeliigended to attract?y S Q LINA @ S Ay @SadySyi
return, to deliver early interventionand prevention policies on a paymeby-results basisfor the
outcomes achieved. Thmodel is claimed to increase innovatiopecause services are deliveréy
social enterprises and ngorofit organisations managed by social entrepeurs It is claimed that
social impact bond projects improve efficiency because projgasnot burdened by bureaucracyski

is transferred to private investorand large savings in public spendiagg achievedas the need for
crisis interventionarereduced.

Social anddevelopment impact bonds should not be confused with bonds or fixed income securities
issued by municipal, state and national governments or companies to raise capital to fund projects as
an alternative to public debt or a bank loan.eBle bonds have a defined period with xefil or variable
interest rate. In contrast,&ial impact bonds ar&hulti-stakeholder partnerships managed through a
series of contracgMcKinsey, 2012J[K S {i s®diklvimpéct bond projecfis used irthis study.

Social impact bond projectare a venture capitamodel applied to the provision of social services,
health, education and other public services. Private investors provide working capital to social impact
bond projects with the expectation of an annuadte of return or profit of 15% 30% or more,
dependent on the achievement of specified outcomes. Government or public bodies must allocate
funds in future budgets to repay private investors and expect to obtain financial savings from a
reduction in thecost of service provision. Foundations, trusts and charities havefypadied many of

the early social impact bond projects in an attempt to establish the model, but they will gradually be
replaced by banks and other financial institutions, such as priegtgty funds, pension funds and
wealthy individual investors when more projects are developed.

One project was lauded a8 X'y Ayy 2@ A GBS 6l & (G2 FdzyR LINBYAAAY
i I E L) ®Bdedf ¢he Mayor of New York Cit012) However, tis was a unique case and the

project has since been terminated, because it failed to reduce reoffending. Although social impact bond

projects are branded as being innovative, most are not (see Part 4). Early interventioneaedtjum

policies are not n&. Furthermore, savingald be achieved by direct government funding and service

provision. The greater the innovation, the bigger the risk, and the higher the rate of return required by

private investors.

A new intermediary organisation or special pusgocompany is set up for each project outside of the
public sector to recruit investors, appoint contractor(s), consultants and an evaluator and to manage
and monitor the project. It is also the conduit by which the government or public body repays private
investors. Projects (usually run for53years) have focused on employment and training for young
people, reducing reoffending, support for disadvantaged families and young children, keeping children
out of the care system, early childhood education aaducing homelessness. This study also draws on
the experence of Paymenby-Results (PbR) in public service outsourcing contracts where payment is
linked to the achievement of outcomes. PbR has a longer track record and is a critical component of
social inpact bond projects.



1.1

1.2

NEW DEVELOPMENT INETMUTATION OF PRIVSATION

Social impact bonds ardevelopment inthe mutation of privatisation (Whitfield, 2012b). Government
and public bodies outsource a significant part of th@meissioningresponsibilities andhe public
sector has beeexcluded from delivering services in social impact bond projects.

Although there is limited evidence available to assess the performance of social impact bonds there is
extensive evidence of the effects ofaltomponent parts of these projects, namely competition, private
finance, markets, outcomes, pdgr-success, profit and commercialisation, PPPs and privatisation.
These are the components of neoliberal public managememnmonly used to financialise, niaatise

and privatise public sgices and the welfare state. ThHisthe concept of the neoliberal state in which

GXGKS Lzt A0 aSO02N) gAff AYyONBlaay3Ite FOG Fa + Tl

areas of service delivery opdRe (i 2 O 2 Y\W@Stéria Austilid Audit, quoted in Impact Investing
Australia, 2014).

The first social impact bond project at Peterborough PristlK, was terminated because the
government decided to privatise probation services nationally and the prdgled to meet its 10%
target reduction in reoffending. The New York City project failed becausd tatireduce recidivism.
Secondyear performance of the Newpin projest New South Wales included eigtaises of children
returning to care, but theseeversals had not been accounted for in the payment mechartfanther
details on performance in Part.4)

Outcomes are the current obsession in neoliberal public management, which has switched from one fad
to another over the last three decades compulory tendering, quasi markets, private finance,
marketisation, performance targets, and now outcomes and payment by results. They too are likely to
have a limited life as a result of pressure from investors to reduce the risk of larger investments.
Eventualy, common sense may prevail and inputs, processes, outputs and outcomes will again be
considered importanand jointly assessed

Social finance organisations have targeted early intervention and prevention arguing that they are
uniquely placed to operatesocial impact bond projects. They haveopted the classic neoliberal
WI2PSNYYSyild TFFAfdzZNBQ YiavécBosentd ignore tiesréalityfod markét filundd NP2 f S
Governments have been too slow to implement early interv@mtand prevention plicies, butthere is

no evidence that a privatised model will be more effectgit has many negative consequences.

Despite the relatively small number of operational social impact bonds and payoyeesults
contracts they have international suppofG8 group of countries and several nation states including US
and UK); from global institutions (World Bank and OECD); the involvement of big banks (JP Morgan,
Goldman Sachs, Bank of America Merrill Lynch) and major foundations and charities (Rockefeller).

The spread of social impact bondsats pivotal stageg will they fade as little more than an experiment
or will they expand more rapidly vitprojects in more countriespanning a wider range of servi@es

Social impact bonds are rooted in neoliberabjic sector reform, so it is important to understand their
LREAGAOFE SO2y2Yeé FyR (G(KS AYLIOG FyR Y2iA@Sa 27
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However, s-called social entrepreneurs will not only have hastened their own demise, but speeded up
the privatisation of the welfare state.

AUSTERITY ACCELERANEOLIBERALISM

The global financial crisis and austerity policies created an opportwritydvernments, particularly the

UK, to accelerate neoliberalism in the public sector. Public expenditure cuts and severe budget
constraints increasd pressure to outsource, clogacilities, transfer services to social enterprises, and
encourage voluntarysector contracting and a social investment market. This resulted in the
fragmentation of services into outsourcing contracts, arms length trading companies and social
enterprises leaving undeiunded inhouse public services.

XIFdzA G SNR G & Lilted A & destakiliséllS andNfeaker economy; the
dispossession of wages, pensions, homes and services; the depoliticisation of

WISeR&: ESS(2015)



1.3

communities as management of the economy is increasingly ceded to business interests
and technocrats; disinvestment in the pubfifrastructure and economic development;

and the attempts to disempower trade unions, community and civil society organisations
(Whitfield and Spoehr, 2015)

Thenew emphasis on financialising and personalising services to create new pattowéys mutaton

of privatisationrecognisedthat health, education and social servicesuld not be sold off in the same

way as state owned corporationi ensured marketisation and privatisation were permanent and not
dependent on outsourcing, which could be revetsby terminating or not renewing contracts

(Whitfield, 2012a and 2012b

Austerity policies also coincided with the mainstreaming of commissioning in the public sector. Dee
cuts in public spending accelerated the split between the purchaser/client andidam@contractor
functions and widened the ideological and operational split between the client ahduse contractor.
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EARLY INTERVENTIONDARREVENTION

Early intervention/development and prevention strategies have important benefits for children and
adults (Allen, 2011 and Heckman, 2011).

I SOTYlIyQada NBASI NOKOPHY Mnbh 02 OA tzZRERSE T 2yS | NB V!
cognitive skills and social skillslefined as attentiveness, perseverance, impulse control, and

& 2 OA | olavesimend X ¥arly education for disadvantaged children from birth to age 5 helps reduce

the achievement gap, reduce the need for special education, increase the likelihood of healthier
fAFTSaidtetSasr t26SNI GKS ONAYS NIXidSs FyR NBRdzOS 2 @SN

Second chanceducation and training opportunities fadultsare important too.

Predistribution ¢ improving the early lives of disadvantaged childrers considered much more
effective than redistribution in promoting social inclusion, economic effigiemnd workforce
productivity (Heckman, 2013). The pace of adoption of early intervention strategies was criticised by
Allen (2011), which led to recommendations to attract external investment. However, this appeared to
underestimate the extent of early iatvention and the financial difficulties of reconfiguring services in a
period of deep public spending cuts.

We know Head Starsaves goernment at least $7 for every dollar spent on it. If

Goldman andMorgan StanleyK I S G KSANJ gl &z gSQfndthér22y KI @S
clients a portion of those savings for having replaced taxpayer funding for such programs

with private capital investmenty. S Qa OFff AG KFG A0 A&Y LINRARGLH
public good (Rosenman, 2014).

Health promotion policies that prometwell being enable people to live, learn, work and participate

more successfully, achieve a better wdifie balance and can reduce inequalitiégs¢ KS 02 &aid 2F Af
resulting from health inequality costs the NHS wekbiness of £5.5 billion per year and between £20

and £32 million in terms of lost taxes and higher welfare payniginslS England, 2015). Many chronic

diseases are preventable, oates can significantly be reduced, which reduce the cost of healthcare,

reduce absenteeism and health and safety risks whilst increase productivity and opportunities for
workplace development (The Marmot Review, 2010).

Many other intervention initiatives éve positive impacts. For examplenew analysis of the US federal

Moving to Opportunity experimenit five large citiegoncluded that hildren under 13whose families

moved to a Yéwer-poverty neighbourhoofusing experimental vouchershad improved cbege

attendance rates and annual income $3,477 (31%) higher on average in a control group in their mid
GeSyidAsSa o6/ KSGGe SaG 3 Hnwmp Oetononfcutchde® ThbldiningS KI Ry
suggestt XA K G STFF2NIa (2 famifids Hia MikedrBomB dotnmuRittes gfedilikely $oR
NERdzOS GKS LISNEA&AGSYOS (Bdj.a2@PPHIEft ORKA & RESY S RHzi A
YSAIKO2dzNK22RAaQ ¢g2dz R KI @S LIRaAiABS 2dzid2YSa &dzOK
life opportunities, but would not address the conditions that cause low income neighbourhoods.


http://www.nhsa.org/files/static_page_files/399E0881-1D09-3519-AD56452FC44941C3/BenefitsofHSandEHS.pdf
http://www.businesswire.com/news/home/20131101005387/en/Morgan-Stanley-Establishes-Institute-Sustainable-Investing
http://www.instituteofhealthequity.org/projects/fair-society-healthy-lives-the-marmot-review
http://www.instituteofhealthequity.org/projects/fair-society-healthy-lives-the-marmot-review

1.4

X S I -Mgeréention policy avoids some of the ideological minefields in current political

discourse. But iteflects a troubling increase in policy interventidny” LJ2 2 NJ LIJS2 L)X SQ& f A
GKFG R2y QG FRRNBaa (GKS FrOod GKFG GKS& | NB L2
nutrition, and schools and say less and less about the sources of their poverty: growing

inequality, the absence of jobs, lack of affordable houfiRase, 2012).

Early intervention and prevention are only part of a strategy to tackle the root causes of poverty and
inequality. More fundamental policies are required, such as progressive taxation, economic
development, good quality jobs, public investmieand affordable housing. However, social impact
bonds and payor-succesprojectsare designed to deliver selective social outcorard, therefore, are
subject toa challengeabout who does theelecting.

RECONFIGURING PUBBERVICES AND THE AARESTATE

Public services and the welfare state need to be reconfigured to combine early intervention and
preventative policies, comprehensive provision of integrated good quality core health and social care,
education, criminal justice and other public seedscand multservice use of the welfare state
infrastructure.

Although important strides have been made by governments and public bodies to implement early
intervention and prevention policies, the process has been too slow. Bureaucratic and professional
conservatismoften led to inertia and retention of the status quo. When innovative change was
successful, applicatiorlsewhere and lessons learnt weltenited. The global financial crisis and
recession, and subsequent austerity policies, caused the psétitor to consolidate deep spending
cuts, thus makingt more difficult to launchearly intervention and prevention initiatives

However, a service provision approach is limited in the extent to which it contributes towards reducing

poverty and inequalies. The causes of poverty and inequality must be tacklddck of jobs, low

income, financial exploitation, overcrowded and poor living conditions, crime and violence,
environmental hazards and ill health. For example, many of the UK Department foranv@diRensions

d20AFf AYLI Ol o02yR& KIF@S WTFAYRAY3I g2N] TF2N GKS dzy!
create jobs by adding to the total number of jobs in the economy, although it increases skills levels of

the workforce. Those finding employmemay move out of receipt of welfare benefits, but are

replaced by another group of unemployedhe shifting sands of welfare benefit costs, with limited net

gain for the economy or public expenditure unless economic growth outpaces the net effect of
increases in the workforce.

/ 2YYAaaA2yAy3a FyR GKS GNrya¥fFSNI 2F aSNwAoOSa G2 GKS
considered to be innovative. But market forces limit innovation, with most private contractors focusing
on winning contracts to wild market share, minimising wages and maximising profits.

Social impact bond projects have expressed little or no interest in organising and building a political
movementthat is a fundamental necessitg achieve sustainable reductions in poverty andquality.

They have not advocated the involvement of service users and community organisations, staff and
trade unions and have expressed little, if any, concern for employment conditions in social impact bond
projects.

Social impact bond projects are icteed to make significant savings for governments, but this is heavily

reliant on taking a limited range of costs into account. Selective cost analysis avoids taking account of

GKS FdzZZt GNIXyarOdAizy |yR NBO2yYTA R, if atallybut®ea dad® h
real impact is concealed by the lamentable lack of musttract or project impact assessment, except in

cases of largscale cost overruns amtivate sectomperformance failure (Whitfield, 2007).

The growing attention for SéBmay distract from more meaningful social policy reforms.
For example, reducing recidivism rates for one prison ignores the institutional policies
that systematically perpetuates the mass incarceration of particular populations.
Politicians may use SIBsguperficially advocate for an issudhwaiut delving deeper into
long-term and systematic solutiorfPrinceton University, 2014)

WISeR&: ESS(2015)



Trade unions have been caught between maintaining the status quo in the belief that this was the mos
effective way to mairdin terms and conditions for members, whereas being proactive could lead to job
losses (the traditional jobs, terms and conditions mandate). Others often successfully advancg
alternative policies and plans and built alliances, but were sometimes accdsedB8R2 Ay 3 YI y
220Q® LYyRdza G NRI § NEfFdA2yad FNIYSE2Nla FyR (K
conditions also restricted the scope of innovation.

- N

The exclusion of public sector alternatives is similar to outsourcing and PPEggtrgartnership

O2yGNY OGla 6KSNB Iy 2LIiA2ya FLILINFAalf LINBOSRSaA
adopted, which is designed to fail to ensure procurement proceeds only with external bids. The soci
impact bond process does not regeiithe constructive dismissal of an-iwuse option, because the

ideology of impact investing assumes that afhouse option does not exist.

Through the SIB model, investors can produce a social impact in a targeted community,
reap a financial return, dersify their portfolios, and improve their public image. These
benefits are part of an emerging interest in conscious capitalism, whereby corporations
can both make profits and féitate positive social changéRrinceton University, 2014).

This statement & adzySa GKIFIG FAYlIyOS OFLAGEE FyR Wwaz2O0Altfe |
investment organisations and philanthrocapitalism (foundations and trusts seeking a return on their
investment), are able to transform public services, radicallgrove the life opportunities and well

being of the poor, and make a market rate return on their investment.

ale]s aseyjam ay) 10 adueul 21eALd 0} SAITRUISIY

However, there is a strong case that early intervention and prevention should not be subjected to
profiteering, and that to knowingly profit from bers misfortunes, personal vulnerabilities, poverty and
inequalities is morally and ethically wrong.

The OECD clairthat social impact bondst X NB LISNKI LJA GKS Yz2ad Ldz2NBE 7
partnerships in this field and represent an opportunity to geathe way government approaches social

LINE o f (SBEC®,£2014a). Typically, this is not supported by evidence or any reference to the track

record of PPPs, strategic partnerships, commercialisation and privatisation.



Box1: OVERVIEWOF SOCIAL IMPACT BD3IAND PAYFORSUCCESS

Social impact bonds and pé&yr-success contracts seek to deliver specific outcomes to a defined population or g}n
of service users. Each project is organised with:

A government or public body

A targetpopulation

Private and/or social investors and foundations
An intermediary organisation of company
Private or norprofit contractors

Consultants, advisers and lawyers
Independent evaluator

=4 =4 =8 -8 -8 -8 9

Services are outsourced to a social investment intermediary, ligifimanced by private investors and/or foundation§,
delivered by norprofit or private contractors, advised by consultants and lawyers, performance is assessg¢d by
independent evaluators, with government or a public sector body responsible for the repayheapital and profits
to investors dependent on performance.

state and national governments or companies to raise capital to funegi®ps an alternative to public debt or a bargk
loan. These bonds have a defined period with a fixed or variable interest rate. Social impact bonds are} multi
stakeholder partnerships managed through a series of contracts (McKinsey, 2012).

Social or development impact bonds should not be confused with bonds or fixed income securities issued by m:lnicipal,

Paymentby-resuts means that investor profits are linked to the success or failure of the project. If the project achjeves
all its targets then they can achieve a 15%0% or more rate of return (profit) per annum. If a social impact bgnd
project fails to achieve the pBarmance targets they will normally get the original investment back, but with reduged
or no profit.

Social impact bond projects have been funded to varying degrees by foundations, charities, social invgstment
organisations, governments or public bodibanks, venture capital funds and private investors (see Table 4). Howgver,

global banks and impact investing organisations are likely to turn social impact bond projects into a new asset Elass to
open upnew investment opportunities foprivateinstitutional investors.

Social impact bond projects have been established to:

Reduce reoffending
Drug and alcohol treatment

T Help patients manage loAgrm conditions
i

I Social care

i

i

i

Adult mental health

Improve early childhood education
Reduce oubf home foster care placement
Support for single mothers and children
Support disadvantaged young people into
education or work

I Improve employability of migrants T Redice homelessness

Special educational needs
Adoption of hard to place children
Family support to reduce children in care

Why some governments support social impact bonds

Social impact bonds are another manifestation of neoliberalism, which promotes free trade, competition and mIrkets
to allocate resources and deliver services; deregulate to create omyertunities for accumulation; reconfigure th
state to reduce its role in the economy; and reduce the cost and power of la@®latives include:

Cost savings;

Deferred payment for service provisigt’o dz&¢ y2¢ % LIl & I §SNQT
An additional method of marketing and privatising public services;

Transfer operational responsibility for service delivery;

Relinquish responsibility for employing staff and industrial relations;

Public relations advantage by claiming innovation.

=) =) =) =) =) =

In practice they mean new risks fgovernment, public costs, plus wider economic, employment, social and equglity
impacts. UK social impact bonds are regulated by the Financial Conduct Authority, although this is not evidept from
their website.

See Table 1 for a summary of the negative @ffef socihimpact bondand payfor-succesgrojects

6 WISeR ESS\(2015)



1.5 THE EMERGENCESOCIAL IMPACT BONDS

A New Zealand agricultural economist, Ronnie Horesh, first proposed Social Policy Bonds in 19
followed by an article in Economic Affaiesjournal of the right wing Institute of Economic Affairs
(Horesh, 1988 and 2000). His concept of Social Policy RBondg 2 dzf R 6S A a&adzSR o6
government and auctioned to the highest bidders. Government would undertake to redeem these bon
for a fixed sum only when a specified social objective has been achieved. The bonds would be fré
GNFXYRIFIofS FFGSNI AdadzSz FyR (i KSWash Y2000 Significanklyf dZ
government would initially suffer a financial loss on thei@isale and redemption of bonds, but would
obtain financial and social benefits once the objectives are achieved. The original target areas were t
same as the current scope of social impact bond projects.

Horesh (2015) is now critical of the current&d impact bond model because they do not bring about
GXONBFGAGS RSaAGNHZOGA2Y Ayld2 GKS I OKA &GS St
tradable in a free market.

a]e]s aJeyjam sy} Jo adueul a1eAld 0 SAITRUISIY

The concept of social impact bondsnerged in the UK in 206809 through theCouncil onSocial
Action set up by the Blair governmedtX 2 oONARYy 3 G(23ISGKSNI Ayy20FGi2N&E TN
ideas and initiatives through which government and other key stakeholders can catalyse, develop and

OSt So NI GS ecaudcl bnBaial Astibi, 200& and 200€abinet Office, 2013aThe fifteen

member Council included representatives from Community Links, an east London charity; various social
investment and communications advisers; the Young and Joseph Rowntree Foundations; tioganisa

promoting social and criminal justice solutions and volunteeringhagement consultants Accenture;

lawyers Allen and OveriRoyal Mailand a fair trade chocolate company.

The Council on Social Action was preceded by the first Social Investmenfdeskin 2000, an

initiative of the UK Social Investment Forum, New Economics Foundation and the Development Trusts
Association, and chaired by the founder of a private equity group. Other members included the chief
executives of the PPP Healthcare Metlidaust and Guide Dogs for the Blind, founders of a large
g2YSyQa TFlLaKA2y NBGFAf SN exdifector of & ZMdadgziicBnduniy2 Y LI y &
development bank and a journalist! They recommended a community development tax credit and

venture funds, supprt for community development financial institutions and encouragement for
foundations and trusts to invesh community development initiatives including fprofit initiatives

(Social Investment Task Force, 2000).

The Young Foundation cited their rofeddvancing social impabbndsas:

XI FAYLFYOAL € G22f 0SAy3a RS@SE2LISR Ay GKS 'Y 6
Finance) to provide a new way to invest mo@aysocial outcomes. Their key innovation

is to link investments (by commercial investor§omndations); a programme of actions

to improve the prospect®f a particular group (for example 46 year olds in a

particular area at riskdf crime or unemployment); and commitments by national

government to make payments linked to outcomes achievéanoving the lives of the

group (for example, lower numbers in prison, and lower benefits paym@vitsyay et

al, 2009)

The 19972010 Labour government produced various reports outlining its approach to public sector
reformtoa X LA 203G a2 Q&I fF &A YLIYGB @2y 2F Fdzy RAYIHWKS KA N.
Government, 2009).

Often the right supplier of a service is a social enterprise, a private sector provider, a
public sector organisatio with the autonomy and freedoro innovate or, ingeasingly,
communties and individuals themselvébid).

To enable this process, Social Finance was set up in 2007ty  NNBE (G KS ySSRa 2F Ay«
220AFt a80G2NE [yR 2 02y ySsoliFininee520098. OThe2chidnigd2 O LIA
commentary of the Council for Social Action describes how its first meeting agreed to develop a
proposal from two members, Peter Wheeler, partner at Goldman Sachs and David Robinson of
Community Links, a East London charity working with young offentieisbtain longer term funding



based on outcomes. A Sainsbury family trust agreed to fund Social Finance to explore how the
International Finance d&eility for Immunisation Bond model, (which frontloads funding for
immunisation in developing countrigould be applied in the UK on behalf of the Council (Council for
Social Action, 2009).

POLITICAL SUPPORT

It is no coincidence that conservative governments have promoted social impact lortds UK,
Canada and Australia, supported by D&mnocrats andRepublicans. However, the first social impact
bond in Peterborough, UK, was developed and approved during the-2@B7 Labour governmentt is
yet another example dfiow New Labour policis being mainstreamed hyonservative governmest

The timeline showshat the policy and proposal, discussions with the HM Treasury and Ministry of
Justice (whoprepared the draft contract), outcome measures, operating model, structuring and
discussions with potential investqrt®ok place between late 2008 and March 2Qdror to the election

of the Conservative/Liberal Democratic coalition government and their promotiosoafalled¥. A 3
{20ASieQo

EUROPEAN PERSPECTIVE

The European Commission adopted its Social Investment for Growth and Cohesion strategy in 2013,
which made a brief reference to social impact bonds thaX A y OSy G A @A &S LINR B (S
social programmes by offering returns from the public seittire programmes achieve positive social

2 dzii O 2 Y@ &émmission agreed to facilitate the exchange of experience between Member States

(European Commission, (2013).

The following year the European Social Policy Network (ESPN) produced country ragdaats @averall

Ay

NBLI2ZNI 2y K2g (GKSe O2dzZ R O2y{iNRodziS (2 GKS AYLX S

strategy. The UK report madmly a brief reference to social impact bonds, despite the UK being the
global leader in these projects (European @assion, 2015a). The overall European report made no
reference social impact bonds (European Commission, 2015b). A European Parliament briefing for
Members was largely supportive of social impact bonds (European Parliament, 2014).

An example of &JKpublicbody expressing support for social impact bond projects is set out in Box 2
together with comment following their italicised statements.

WISeR&: ESS(2015)



Box2: DISTORTED RATIONALE

New Economy, which delivers policy, strategy and research foGthater Manchester Combined
Authority and the Greater Manchester Local Enterprise Partnershigm example of the way sal

impact bonds are promotel ! NBGPASE 2F FAYFYOAIlf Ayad202ESY
Funding Strategy containgtle following statements on social pact bonds (New Economy, 2013).

Firstly, SIBs allow for private financing of interventions aimed at alleviating social
problems. This has the advantage of bringing in investment which otlreemasild not
be available tahe public sectorO

Comment:The public sector has to pay for the investment plus the profits to investors and is therefq
not additional investment. It replaces public investment at a much higher cost.
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Secondly, SIBs provide businesses with a waywésti in social projects that provide the
possibility of financial return while also benefiting society. This widening of access to and
supply of finance is especially important when government budgets are limited and
opportunities to fund interventions tlough traditional funding streams are
correspondingly reduced?

Comment:These are public services, betRSa A 3y GAy3 GKSYSZ Fa wazO0A
investment is marketisation and privatisation. Social impact bonds are ultimatelydéa by the public

sector when private investors are repaid. It would be financially advantageous if early intervention 3
prevention policies were directly provided by the public sector to avoid having to pay the 3@%or
more annual rate of returiho private investors. The solution lies in increased public spending through
progressive taxation and economic development strategies, not in accepting austerity and neoliber

Thirdly and finally, by increasing the number of investors, SiBsraisfer a portion of

the riskof failure of an intervention away from the public sector: if the intervention fails,
investors lose a proportional amount of their money whilst the public agensynbg
had to reallocate budgetaway from acute services in ordér2 LJ- & F2NJ (1 KS
(New Economy, 2013).

Comment:If the intervention fails it will almost certainly impact on service users and staff, but th
never referred to. The public sector, service users, staff and contractors bear risks as wilates
investors. If the public sector funds social impact bonds it must reconfigure existing service
continue to operate acute services at a time of continuing public spending cuts. The failure to achig
outcome targets may not be evident forwsal years so avoiding reallocation of budgets is a myth.

1.6 LANGUAGE OF THE MARREAE

The impactrvesting,social impact bond and pé&gr-success literature unashamedly sgerms such

as private investors, investment market, rates of return, profit, venture capital, and espyily returns.

These terms are the language of financial markets and business and directly conflict with the principles

and values of public serviceost nonprofit organisations and community organisations. The choice of

f 1 y3dz3S LINE Y2 NY3 Aly a@NI RS F TA IANBRIRIER € 2@ 4 DS S HEORB 0 S
more mainstream investors, including institutional investors, will requienihg the discussion in
fly3adzz3S G4KSe& OFy NBftIFGS (23 (OFen201zNEft & Ay aaz2O0Alf

The language of the marketplace competition, contestability, contracts, procurement, making
markets, mixed economy, level playing field, bussmdsokers, and soft market testsis intended to
change attitudes, priorities and embed the idea of marketisation in the public sector (Whitfield, 2006).

{AYAETFNI & GKS RSAONALIIAZ2Y 2F O2y (NI O02NE ablei WLINE O
the language of procurement, despite the fact that a legal contract and company status are basic
conditions for participating in the procurement process.



1.7

The branding of projestl YR LJ32f A OASa | adzyWai2AA | X D

Conservative/Liberal Democrat UK Coalition frequentsed (i K S

unheard ofevenin the Thatcher era.

I W R $havDI2 orfYA a K
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The focus on selective words to the exclusion of others is another tactic. For example, the current
obsession with outcomexcludes the value of inputs (skills and experience of staff), processes
(working methods, participation) and outputs (location and quality of affordable housing) when all the
criteria are equally important in determining the quality of public services.

OBJECTIVES AND STRWRH OF THIS REPORT

This study examines the impact investing sector and social impact bonds affiar{zazcess projects.

i

Part 2 describes the role of global banks and philanthrocapitalism in promoting impact

investing and social impabond projects.

Part 3 examines the political economy of social impact bond projects identifying the reasons

why and how they developed, the similarities and key differences with PPPs.

The financial, organisational and operational aspects of social impaatl projects are
discussed in Part 4 including the degree of innovation, risks andtéong effects, high
transaction costs, exaggerated savings, the impact of profiteering and lack of economic, social

and equality impacts.

Changes in the finance of deopment aid in the global south and planned use of

Development Impact Bonds are examined in Part 5.

Part6 examines the lack of democratic accountability, participation and transparency. Equally
significant is the absence of service users and communitiethe planning, design and

operation of social impact bond projects.

Part 7 reveals the almost total absence of references to the employment terms and conditions

of those engaged in delivering social impact bond projects.
Part 8 details the scope fouplic sector innovation and improvement and sets

out the policies

and strategies that are needed. The concluding section considers the potential effects of

private investment and the future of the welfare state.

WISeR&: ESS(2015)



2 BIG BANKSPHILANTHROCAPITALISND IMPACTNVESTING

2.1 PRIVATESOCIAL AND PHILANTHRC FUNDING MODELS

At one levekocial investmenis broadlydefined asa XAy @SadAy3 Ay LIS2LX So L
AUNBY3IGKSY LIS2LX SQa aiAatta | yR Ol édipldyméniaddisodiay R
f A ¥BBrépean Union, 2014)The term has also described public and private investment in
infrastructure and services (Allens, 2015). Impact investing is another dimension of social investme
that combines the demand for a rate oéturn or profit with achieving social and environmental
targets. A business and commercial approach provide$ | y 2 LILI2 Nl dzy A& G2
philanthropic capital and to promote mark& NA @Sy  &Radindaid Bnydénberg, 2014).

SOCIALLYRES®ONSIBLHNVESTMENT ANGORPORATESOCIALRESPONSIBILITY
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Socially Responsible Investment (SRI) describes investments made into companies that engage in
adopt policies, for sustainable/clean energy, social investment, environmental protection and huma
rights. It can also include investments made to try to improve corporate policies. It is investor led.

Many large corporations adopforporate Social Responsibil{f@SRpolicies which usuallyallocate a
small part of their annual budget tcharitable wok and have policies thahay promote environmental
and social policieand good working conditiont is corporate led in contrast to SRI.

IMPACT INVESTING

Impact investing is defined as® P PA Yy S & i YSyidia YIRS Ayiz2 O2Ykl yAaAsSax
AYyaSyidazy G2 3ISYSNIGS YSIadaNIofS a20AFt (Glopdk Sy JA NP
Impact hvesting Network, 2015). Sectors include sustainable agriculture, affordable housing,
healthcare, clean technology and financial services.

Impact investment has four dimensiomsinvestors, social objectives, measuring impact and financial
return (some investors may accept a return of capital as a minimum requirement).

There is a strong case for increased social investment in new or impromeununity housing,
community enterprises and facilities, regeneration and other citywide or local projects. This is distinct
from privatising public services and the welfare state, which is the subject of this study.

PHILANTHRGAPITALISM, DEMAND FOR INVESIENT AND FINANCIARETURN

Philanthrocapitalism describes the growth of foundations and trtisés are critical of awarding grants

and instead believe in the application of business practice and market forces to ensure resources are
invested at market ras of return. This approach raises key issues and questions that cannot be
examined in detail here, but the following comments are indicative:

Xphilanthrocapitalists have helped to perpetuate a dubious belief: the idea that
corporations and private entreépneurs are subsidising gaps in development financing
created by increasingly nenterventionist states. In reality, it is often governments
subsidsing the philanthrocapitalist§McGoey, 2014).

XR2dzold GKIFG FylFt23ATAy3 OKeéenhdprérewstad Wa Ny G2 GKI
Street investors will enrich the way nonprofits are governed and the way they carry out

their activitieg particularly to the extent that nonprofit work disproportionately affects

nortelites in society, i.e., poor, disagtaged, and middleclass peopléJenkins, 2011).

Xt KAfFYGKNROFLAGIEAAY YIFe ¢Stf LIN2 RdzOS | @l OOA
vaccine against greed, fear, poverty, inequality, corruption, lousy government, personal
alienation, am all the other things that plgue us(Edwards, 2010).

Instead of making a profit to help thmostvulnerable the goal becomes makingpofit
from the most vulnerable (National Union of Publiand General Employees, Canada,
2014).
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Philanthrocapitalismis theembeddingof neoliberalisminto the activities of foundations and trustk is
a meansof marketising and privatisingocialdevelopment aidin the global southlt has also been
described as Philanthropic Colonialism

Whether it involved farming methods, education practices, fi@ning or business
development, over and over | would hear people discuss transplanting what worked in
one setting directly into another with little regard for cuky geography or societal
norms(Buffett, 2013).

In the article appropriately titled’he Charitabldndustrial Complexhe observed:

X1'a Y2NB tA0Sa yR O2YYdzyAGAS& INB RSaiNReSR o¢
2F 6SHEGUK FT2N) 0KS FSg6s (GKS Y2NB KSNRAO Al 4&2dzy
G602y aOASy 0% fetlihglagtdr otk gtEifulating more than any one person

could possibly need to live on by sprinkling a little around as an act of charity. But this

just keeps the existindgrsicture of inequality in placébid).

The replacement of public finance and grants fropublic/foundations/trusts to community
2NBFyAal GAz2zyas @2fdzy il NE 2NBHIYyAaldGA2ya FyR az20Alf
on investment, means that all activities must be profitable. This will have a profound impact on the
ability to regenerate to meet social and community needs. The merging of PPPs, impacting investing

and philanthrocapitalism would be complete!

GRANT FUNDING FOUNDIAONS TRUSTS AND CHARITIES

Two types of funding practices are evident by foundations, trust andt@®riThe first is the traditional
grantaided support for a wide range of ngorofit social action ranging from campaigns to community
initiatives and the povision of services. It rangdeom oneoff grants or donations, to limiteterm
support for projets that meet the foundation, trust ocharity objectives. Some mayrovide pump-
primefundingto siJLJ2 NI |y 2 NB | Vielpat httilast fige®féindigg2 NJ G 2

The second type is the funding of political and business campaigns by some philanthratapitali
powerful US group of neconservative organisations and wealthy individuals raise/distribute millions
of dollars annually to finance right wing candidates, promote low taxasj-trade union legislation,
corporate welfare, and the implementation a&oliberal public policies (such as charter schools). Many,
suchas Koch companies and foundations, operate through the Americarslagige Exchange Council
(Center for Effective Government, 2013 and In the Public Interest, 2012¢r foundations suchs he

Bill & Melinda Gates Foundation, Walton Foundation (Walmart) and the Eli and Edythe Broad
Foundation have played a key rolefimding andpromoting charter school® compete with the public
school system (Barkan, 2011). Similar philanthrocapisabiperate in Europe and other parts of the
world.

The four models of private, social and philanthropic funding are descri@alie2. Investors include
individual private investors, banks and other financial institutions, companies and charitable
organisations such as foundations and trusts.

WISeR&: ESS(2015)



TABLE2: PRIVATESOCIAL AND PHILANTBIRC FUNDING MODELS

Socially responsible
investment (SRI) and

Corporate Social
Responsibility (CSR)

Investment in SRI
companies thaengage in
sustainable/clean energy
and other projects with
positive social and human
rights impacts.
Companies adopt
Corporate Social
Responsibility policies to
allocatea fraction of their
resources for charitable
work and have policies thal
claim to pronote
environmental and social
policies

Profit, markets and
business planning and
practices.

SRI or ethical investors bu
shares only in companies

Impact investing

Impact investments are
investments made into
companies, funds and
organisationswith the
intention to generateboth
amarketrate financial
return and social and
environmental outcomes.
{2YS LINA 2 NX
firsli =
Impact investments can
include cash deposits,
loans, and purchase of
shares ira company or
combination of these.

Profit, markets and idea
that combining the profit
motive with social and
environmental objectives
will produce a net gain for

20KSNE Y

Philanthrocapitalism

Foundations and trusts
make investments in social
enterprises and expect a
market rate of return. Can
include loanor other
financial instruments with
repayment and profit.

The application of busines:
practices and market
theory to foundation
funding of projects.

Profit, markets and
business planning and
practices. Investment in
enterprises with results
driven conditions to make

Grant funding
foundations, trusts and
charities

Limited term or oneoff
grantddonationsto non-
profit groups, community
organisations and citizen
initiatives Venture
philanthropytargets new
or expanding organisations
to provide operational
support in addition to
grants.

Cash funding of political
campaigns and business
organisations by wealthy
individuals and private
foundationsusually in
pursuit of nediberal
objectives.

Non-profit funding of
causes, campaigns,
services, esearch and
innovative projects.

Venture philanthropy has
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shareholdersW O dza (i 2 repayment of loans with
employees, suppliers and  profit.
communities.

objective of creating
sustainable innovative
organisationdy providing
business planning and
support alongside grants,
but do not require a return
on investment.

with social and
environmental policies.
CSR companies seek
reputational advantage by
contributing to good
causes and local causes
where they are located.

2.2 PROMOTING SOCIAL IMPRBOND ANPA¥FORSUCCESS PROJECTS

Global banks such @ank of America Merrill Lyncigoldman Sachs]P MorganChase and Co. and
Morgan Stanley have played a key role in promoting and funding social impact bond projects in
anticipation of attracting wider privatenvestor interest.Foundations, in particular the Rockefeller
Foundation and thel.B. and M.K. Pritzker Family Foundatibave similarly promoted and funded
projects. Impact investment and social finance organisations have published reports that podialy s
AYLI Ol o02yRa la GKS WwWoSad GKAy3a aiayosS aft AOSR

o NBI R
International bodies have also advanced the cause of social impact bond projects. The G8 group of
countries established &ocial Impact Investment Taskfor¢8ocial Impact Investment Taskforce,

2014a), the OECD produced two reports on social investment (OECD, 2014a and 2015) and the World
Economic Forum (WEF) reported on the opportunities to engage mainstream pnivestors(WEF,

2013). Theworld Bank launched its owversion of paymenby-results, Prograrfor-Results (P4R)n

2012 (World Bank, 2015).

A MULTFBILLION MARKET

The fifth annual global impact investor survey revealed that 82 organisations that responded in both
2013 and 2014 reported 7% growth in capital committed ara 13% growtlin the number of deals.
Total investment reached US$10.6bn in 2014 in 5,400 investmdrfs §orgarand Global Impct

13



[EEN
sl

Investing Network, 2015UK social investment was forecastit@reasefrom £165m in 2011 to £1bn
by 2016, but this included all fornoé social investmentHowever, itonly accounted for just over 1% of
the small business loans mark&réwn and Swersky2012).If the £1bn was achieved with an average
15%- 30% annual return on investment, it would divert between £150B300m from frontine
services into the pockets of investors.

An assessment of the US social impact bond market concluded:

However, as the market grows, philanthropic participation as guarantors may not prove
scalable. Familiarity with deal structures and evaluation mdthosupportive political
environments and longer track records for interventions should contribute to commercial
investors gradually assuming more performance risk with lower levels of guarantees
(Godeke Consulting, 2012)

This would radically change thel G dzNB 2 F Waz2O0Al t Q Ay@SadySydao

INVESTNG TO PRIVATISE THE WRRE STATE

The State of New Yorecidivism projectfunded by Bank of America Merrill Lynch and Social Finance

US,was the first social impact bongroject2 F F SNBER (2 Ay @S adte Nanagéhet G KS 0o
platform in 2013. US$13.5m was raised from over 40 individuals and institutional invesg®dational

Adviory Board on Impact Investing014)

The Dutch bank ABAMRO considered the possibility of banks issuing social impact bondsraalno

financial bondsé X6 y1a FNB I f NBFR& AaadzAiyd o2yRa 2y | KdzaAaS$s
their portfolio. Making it easier to involve banks in SIBs, but also to scale SIBs. Once the bonds are up

and running, it can be easily duplicatdfibonds are issued, it immediately creates a secondary market

T 2 NJ (Vdnnema and Koekoek, 2013). However, investors would want a relatively low risk return and

it would be very difficult to fix a standard rate for dividend payments.

The UK sociahvestment company Allia launched the first retail social impact bond, the -giegnt

Future for Children Bond, in early 2013, but it was cancelled due to lack of interest. 78% of the fund

would have funded a low risk, fixed rate loan to Places for Peoplsing association for affordable
K2dZaAy 3T wEx: gla G2 0SS AygSaiSR Ay (KS 9aaSE / 2dzy
OKAf RNBY 3I2Ay3 Ayd2z OFNBZ YR GKS NBYIAYAYy3I w3 &l
features of the bond wereited for the lack of interest (Social Enterprise Buzz, 2013).

¢KS ¢NA2R2a& .yl LINRPRdZOSR | Wof dzSLINAY (G F2NJ NBGI At
impact investment funds for the retail market, the expansion of impawibled employeeavings and

pension plans and tax incentives for retail impact investme®tscial Impact Investment Taskfoyce

2014b).!  wa 2 OA | f Qetifl yhadkl & planfedizyo Ritract savers to invest part of their defined
contribution pension fund, un by largeinvestment companiegnd social finance intermediarieto

a Kickstart a new social impact segment of the UK pensions ma(keiohane and Rowell, 2015).

Impact investment by Australian superannuation funds has been limited. This was primarily due to a
pessimistic response by trustees concerned about their statutory investment obligations and a limited
understanding of impact investment (Charlton et al, 2013).

CKS WHPBAAIRINDA Y & | to diadv @ Snbidistdetindl private Gafitaldo furseial and other
public services that would otherwise, at least initially, only attract a few firdrcompanies such as
Bank of Americand Goldman Sach&lobal banks havéo date committed very small exploratory
resources to social impact bond projeetsd are clearly waiting to see whether the investment market
shows potential growthFoundations and charities have finadamany social impact bond projectsyt
limited resources and changing priorities mean tlagg unlikely to continue to be a mainsam funder.

Right wing organisations such as the Reason Foundation and the American Enterprise Institute (AEI) are
promoting social impact bond projects. Reason believes theydarel t tt GKIF G dzaSa LINR
funding to advance new social service dajvmodels | yR Kl a NBLRZ2NISR 2y fS3IA
through its newsletters and annual privatisation report (Gilroy, 2013). The AEI proposed using social

impact bond projects to leverage private capital to finance higher education, for example; &tate

WISeR&: ESS(2015)


























































































































































































