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Abstract

Outcomes Based Commissioning (OBC) - for example, Pay for Success (in the US) or
Payment by Results (in the UK) - has been suggested as a way to provide ‘more’ social services
for ‘less’ public resources. Such commissioning is often linked with an innovative financing
tool called a Social Impact Bond (SIB). Using data from the Social Finance UK Database
and focusing on SIBs in the US and UK, we evaluate whether the SIB approach aligns with
the theoretical predictions of social innovation. The results provide limited evidence that SIBs
facilitate capital injections from the private sector into the production of social goods as well as
facilitate parts of the process of social innovation — namely, piloting and scaling. We conclude
that there is significant variation, both between the US and UK and within the US, in social
innovation ecosystems and the role played by SIBs.

Keywords: Social innovation; Social impact bonds; Outcomes-based commissioning;
Social finance; Impact investing

Introduction
Governments in some of the world’s richest nations are facing growing demands
to respond to increasing social needs while simultaneously facing fiscal demands
which would seem to emphasize the reduction of social budgets. In this context,
Outcomes Based Commissioning (OBC) - for example, Pay for Success (in the
US) or Payment by Results (in the UK) - has been suggested as one way in which
‘more’ social services can be provided for ‘less’ public resources. These forms of
public sector contracting are often linked with a new financing tool for social
services referred to as a Social Impact Bond (SIB).

SIBs are not strictly speaking bonds (debt instruments) but are rather a class
of OBC contract where the up-front finance for social service delivery is made
available by third-party investors rather than service providers. This capital
funds a program or intervention seeking to improve the prospects of a target
group in need of public services (Mulgan et al,, 2011). To attract investors,
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SIBs require commitments by a commissioner (usually national or local govern-
ment) to make payments linked to the achievement of specific social outcomes
by the target group (Mulgan et al., 2011). In theory, the SIB partners assess the
extent to which the program has achieved these outcomes - either at the con-
clusion of the program or at various intermediate stages.' Based on the value of
these outcomes (if any), commissioners then make payments to investors,
affording them their return.

Early proponents of SIBs distinguished them from other forms of outcome-
based payment by emphasizing that the payment mechanism facilitates the
alignment of social and financial returns on investment and that service pro-
vider costs are covered by investors’ up-front capital. Theoretically, SIBs have
the potential to shift risk away from the public sector and to bring together
groups of social investors and portfolios of interventions that would not have
been connected without the new tool (Social Finance, 2009). SIBs could thus
help expand the ‘social investment market’ as well (Cabinet Office, 2011: para-
graph 4.3). The long-term vision of SIBs was ambitious:

Social Impact Bonds enable foundations, social sector organisations and government to
work in new ways and to form new partnerships. By aligning the interests of all parties
around common social outcomes, Social Impact Bonds have the potential to address some
of society’s most intractable problems (Social Finance, 2009: 4).

SIBs typically address these social problems through preventive interventions, so
commissioners can repay investors from the hypothetical cost savings
(Edmiston and Nicholls, 2017; Fraser et al.,, 2018). For instance, in England a
disproportionate amount of public spending has historically gone towards
expensive healthcare treatments as opposed to preventions (Albertson et al.,
2018). As of November 2018, SIBs in the UK and US focused on the following
policy areas: workforce development, housing and homelessness, health, child
and family welfare, criminal justice, education and early years, and poverty
and the environment (Social Finance, 2018). In particular, SIBs in both countries
commonly addressed housing and homelessness or health; UK programs fre-
quently addressed workforce development; and US programs often targeted
criminal justice (see figure 1).

Overall, SIBs could facilitate innovation in four distinct ways: 1) unlocking
an untapped flow of social finance, 2) incentivizing the development of an evi-
dence base for funded interventions, 3) incentivizing experimentation, and 4)
changing the role of government so that its focus is on defining and costing
social priorities rather than bringing resources and expertise to bear (Social
Finance, 2009).

In this article, we will focus on important aspects of SIBs through the lens of
social innovation to contribute to the growing body of literature which considers
their efficacy. Many previous analyses of SIBs have been descriptive in nature or
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FIGURE 1. Percentage of Programs by Issue Area

have focused on the early lessons of implementation. For example, Ronicle et al.
(2014) describe the state of the field in the UK in the first few years of imple-
mentation. Gustafsson-Wright et al. (2015) also focus on policy
lessons based on the early SIBs that were launched. Albertson et al. (2018)
provide an expansive overview of all SIBs in the US and UK at the time
of their writing, but do not directly test the emergence of SIBs within theoretical
constructs. Finally, Wooldridge et al. (2019) study the challenges and
benefits of the UK SIB commissioning process, and the potential for replication
and scaling, based on the 68 SIBs launched in the UK as of April 2019. While
newer articles have involved more empirical analyses of topics such as the effects
of competing stakeholder expectations on SIB ecosystem development (Gruyter
et al., 2020; Ormiston et al., 2020; Williams 2020), the SIB field has yet to reach
maturity, and there are many areas for further development (Broccardo
et al., 2020).

Using data from the Social Finance UK Database for the US and UK, this
article first tests the conjecture that SIBs unlocked an ‘untapped flow of social
finance’ (as theorized by Social Finance, 2009). Specifically, we examine
whether, and to what extent, private finance was included in the financing of
SIB interventions. Second, we test whether SIBs function to support the piloting
and scaling stages of the social innovation process. Third, we compare the US
and UK on these two measures. Overall, the results provide limited evidence that
SIBs attracted private capital for the production of social goods and facilitated
the pilot testing and scale-up of social interventions. Nonetheless, the findings
are novel in empirically testing the claims that SIBs are both innovative financial
instruments themselves as well as policy tools which finance social innovation.
We conclude by noting that SIBs could be more effective at facilitating social
innovation by involving more mainstream private investors, funding more
experimental pilot programs, and including more co-productive processes.
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Theory
SIBs are a complex new policy tool which presents a range of both opportunities
and challenges to stakeholders. Initial efforts in the literature to analyze SIBs
argued that they were an example of the type of public sector reforms adopted
under New Public Management (NPM) theory (Hood, 1991). NPM suggests
that by adopting private sector practices, the public sector can improve the effi-
ciency and effectiveness of service delivery (Chandra et al., 2021). Edmiston and
Nicholls (2017) note that NPM could be an appropriate lens through which to
examine SIBs, with their explicit involvement of both markets and measure-
ment. However, NPM appears limited in its ability to account comparatively
for SIB variations.

For example, in the UK, it seems reasonable to theorize that SIBs are a part
of a ‘public sector reform’ narrative that is an intrinsic part of NPM and a part of
a move towards OBC in public services more generally (Fraser et al.,, 2018;
Lagarde et al,, 2013; Painter et al,, 2018; Warner, 2013). In contrast, many US
SIBs originated from nonprofits seeking funding to expand promising programs,
closer to a ‘financial sector reform’ narrative and more aligned with New Public
Governance (NPG), social entrepreneurship and corporate social responsibility
(Fraser et al., 2018). NPG highlights the potential of collaboration to co-produce
more innovative and sustainable service delivery solutions when facing consider-
able budget constraints and public management fragmentation (Osborne, 2006;
Chandra et al., 2021). From this perspective, SIBs could help to grow the social
finance sector as well as spur social and policy innovation through new collabo-
rative governance schemes (Ormiston et al., 2020; FitzGerald et al,, 2020).

Although most SIB literature to date has drawn on the public administra-
tion theories of NPM and (to a lesser extent) NPG, neither appear sufficient to
explain the many forms that SIBs take in practice (Albertson et al., 2020). In
recent work, Albertson et al. (2020) thus also propose Open Innovation and
social innovation as theoretical lenses by which to analyze the emergence of
SIBs. While Open Innovation offers many similar theoretical insights into
SIBs as social innovation, it has some notable limitations as well. Open
Innovation (and Open Innovation 2.0) propose that intersectoral collaboration,
with knowledge and resources more widely shared across organizational bound-
aries, generates more innovative, sustainable, and cost-effective solutions
(Chesbrough and Bogers, 2014; Chesbrough, 2006; Felin and Zenger, 2014;
Curley, 2016). Achieving these outcomes is done by aligning the interests of
a diverse set of actors with rapid experimentation, and prototyping with users
and citizens (Porter and Kramer, 2011; Curley, 2016). However, Open
Innovation primarily focuses on the role of firms in co-creating economic
and (secondarily) social value (Albertson et al., 2020); meanwhile, social inno-
vation highlights the potential for actors, from a variety of sectors, to (primarily)
affect social change (Chesbrough and Di Minin, 2014). In this article, we will
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therefore advance social innovation theory as a more appropriate framework
with which to analyze SIBs.

Social innovation

In contrast to business innovation, social innovation is focused on produc-
ing novel solutions to address pressing social needs (Marques et al., 2018;
Murray et al., 2010). However, social innovation theory (e.g. Mulgan, 2006;
Sabato et al.,, 2017) is still emerging, and its definition is contested. There are
two competing paradigms within social innovation: a technocratic or utilitarian
paradigm (e.g. Phills et al., 2008) with ties to neoliberalism and NPM, and a
democratic or radical paradigm (e.g. Moulaert et al., 2005) centered on empow-
erment and social justice (Montgomery, 2016; Ayob et al., 2016; Chan et al,
2021). Indeed, these more radical conceptions of social innovation include some
elements of Open Innovation like coproduction (Rosen and Painter, 2019).>
Despite these conceptual debates, common among social innovation definitions
is the importance of creating new social relationships to generate collaborative
ideas and deliver novel solutions which produce positive social impacts (Ayob
et al., 2016). These solutions can take the shape of products or processes (Ayob
et al., 2016). We will evaluate SIBs from both perspectives.

As a product, social innovations are “new ideas (products, services and
models) that simultaneously meet social needs and create new social relation-
ships or collaborations” (Murray et al., 2010: 3). Types of social innovation
products include social enterprises, social movements, or social finance tools
(Phills et al., 2008). We focus here on the latter, and define social finance as
capital that generates primarily social and/or environmental returns, as well
as potentially financial returns (Nicholls and Emerson, 2015).

Meanwhile, as a process social innovation involves “inventing, securing
support for, and implementing novel solutions to social needs and problems”
(Barley, 2003, as quoted in Phills et al., 2008: 36). While there is no singular
model for the social innovation process, a general framework typically involves
problem identification and idea generation; design and prototyping; launching,
sustaining, and scaling; and learning and diffusion (Eveleens, 2010; Murray
et al., 2010). For example, figure 2 below attempts to capture the definition
advanced by Beckman et al., 2020) that social innovation is an iterative, inclusive
process that generates more effective and just solutions to solve complex social
problems. Notably, these models emphasize a progression between stages,
though not necessarily in a linear fashion (Eveleens, 2010).

SIBs as an innovative financial tool
SIB proponents have hailed SIBs as an innovative financial tool with the
potential to attract private capital to finance services for previously under-served
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SOCIAL INNOVATION PROCESS

CO-PRODUCE

FIGURE 2. The Process of Social Innovation
Note: Figure 2 was developed by Beckman et al., 2020) derived from animation on https://
socialinnovation.usc.edu/

populations that would otherwise be too risky to deliver (Gruyter et al., 2020;
Then and Schmidt 2020). As with impact investing more broadly, SIB stakehold-
ers seek private sector investors who value both social and financial returns; this
in turn helps service providers secure larger or more stable funding and govern-
ments provide a higher quantity or quality of services (Martin, 2015). Many
claims that SIBs can increase access to capital refer to private capital, as the pri-
vate sector has historically been less willing to accept the below-market returns
and higher risks associated with social policy financing (Gruyter et al., 2020;
Ormiston et al, 2020). By tying repayment to program success, this front-
end investment shifts the financial risk of performance away from service
providers and commissioners to investors, encouraging investors to support
performance measurement and management (Edmiston and Nicholls, 2017;
Martin, 2015).

Therefore, SIBs could theoretically attract an untapped flow of social
finance by aligning stakeholder interests around specified social outcomes
(Social Finance, 2009). However, Williams (2020: 909) noted that thus far
“SIB investments have come primarily from foundations and a small group
of “high net worth” individuals” rather than private investors. Questions also
remain regarding whether SIB programs still would have been funded through
other means or if investors would have invested in other social causes (Gruyter
et al., 2020).

SIBs as facilitators of the social innovation process
SIBs could also theoretically contribute to the process of social innovation
by supporting one or more of its stages. However, most research to date
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indicates the role of service providers and users in co-production are typically
absent from SIB narratives (Ormiston et al., 2020; FitzGerald et al., 2020).
Similarly, little data is available on the ability for SIBs to catalyze more trans-
formational change given that only a small number of SIBs have reached com-
pletion thus far (Gruyter et al., 2020; FitzGerald et al., 2020). The analysis will
therefore examine the contribution of SIBs to the piloting and scaling of social
interventions, as this was the primary focus of early wave UK and US SIBs.

Pilots are small-scale, localized projects which gather evidence about an
intervention through ‘lean experimentation’ (Murray and Ma, 2015: paragraph
2), feedback loops, and practical experience to make improvements before
broader implementation (Mulgan, 2006; Ettelt et al., 2015). Scaling (Westley
et al,, 2014), then involves growing, replicating, adapting, or franchising a pro-
gram to reach larger target populations or new locations (Mulgan, 2006).
Arguments in favor of SIBs frequently claim that by supplying service providers
with the up-front risk capital, SIBs can encourage delivery partners to experi-
ment and innovate in service delivery (Edmiston and Nicholls, 2017; Martin,
2015). However, as with many innovation-driven initiatives, what is meant
by experimentation and innovation is often vague (Hammond et al, 2021).
Most frequently, SIB proponents appear to use innovation to mean implement-
ing proven interventions in new contexts as opposed to piloting new services
(FitzGerald et al., 2020; Albertson et al., 2018); in part, because investors often
prefer investing in evidence-based programs rather than novel interventions — to
reduce the risk of failure (Gruyter et al., 2020).

Research questions

The framework of social innovation can capture many of the features of
SIBs, particularly the opportunity for stakeholders in different sectors (public,
private, and social) to work collaboratively to address pressing social challenges
and deliver social outcomes in new ways. This research will test some of the
implications of social innovation theory by analyzing SIBs along both their
product and process dimensions. The first two research questions are:

1) Are SIBs social finance tools being used to bring in private capital to fund
service delivery?

2) Are SIBs being used to finance the piloting and scaling stages of the social
innovation process?

Additionally, this study will have a particular analytic focus on SIBs in the US
and UK - the two leading countries in SIB development. The first SIB was estab-
lished in the UK in 2010. By 2012, the UK had established 13 more. By 2013, the
adoption of SIBs had expanded to other developed countries, including 3 in the
US. Since that time, the number of SIBs continued to grow rapidly - as of
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November 2018, 121 SIBs had been launched in 24 countries, with the majority
in the UK (47 SIBs) and the US (22 SIBs) (Social Finance, 2018). Therefore, the
third research question is:

3) How do SIBs in the UK and US compare along these two dimensions?

Data and methods

To answer these research questions, we primarily use data from the SIB
Database managed by Social Finance, a not-for-profit organization based in
the UK (Social Finance, 2018). This Database contains profiles of SIBs compiled
using publicly available information, including program location, launch date,
target population, and stakeholders. We downloaded all available data as of 20
November 2018, converted monetary values into US dollars (OECD.Stat n.d.),
and classified SIBs located in Wales or England within a UK grouping. The
analysis took place in two main stages: an ‘investor classifications’ stage and
a ‘program classifications’ stage.

Investor classifications

To determine if SIBs can attract private capital, we examined the proportion
of up-front investors who were for-profit. We categorized all UK and US SIB
investors into six categories: 1) charities, trusts, and foundations (‘charities’),
2) for-profit limited companies, 3) public bodies, 4) social enterprises, 5) regis-
tered social landlords (RSLs) or housing associations, and 6) private individuals.
Charities are those organizations which are designated as such by charities or tax
law due to their charitable activities. For-profit limited companies are organi-
zations which pursue traditional profit maximization. Public bodies are those
entities which are branches of local or national governments. Social enterprises
can take a variety of legal structures, including charities, limited companies, and
community interest companies. However, their defining characteristic is that
they are primarily operating with social purposes. RSLs and landlord associa-
tions are a UK-specific category of organizations that often take the form of
charities or social enterprises, but generally have more assets and are larger
in size. Finally, private individuals are those charitable or philanthropic individ-
uals investing their own money as opposed to investing on behalf of larger
organizations.

To sort investors into these six categories, we relied upon self-reported
information from the organizations — for instance, as stated on their institu-
tional websites or professional profiles such as LinkedIn and Charity
Navigator. If further information was required, we looked at textual descriptions
provided in press releases or other organizational documents. Even after careful
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analysis, the classification of about 5 programs could be contested, especially
those which display characteristics of social enterprises. For example, the
Goldman Sachs Urban Investment Group, which invested in the US’s Green
Infrastructure program, participates in impact investing - an activity typically
associated with social enterprises. Given the Group’s situation within the
broader Goldman Sachs’ institution, we labeled it as a for-profit limited com-
pany. The conclusions of this study are not altered by how these few programs
are classified.

Program classifications

The programs classifications analysis focused on determining at what stage
SIBs are funding programs within the social innovation process: pilot testing or
scaling. To extract evidence from the Database’s text-based profiles to classify
programs, we applied content analysis to identify trends and patterns within
the text using categories and coding (Stemler, 2000). Using an inductive
approach to allow concepts to emerge from the data (Elo and Kyngas, 2007:
113), we began by reviewing the types of data contained within the
Database’s profile texts and determining which stages of the social innovation
process could be coded and categorized.

As expected, this analysis uncovered that, as of yet, little data is available
regarding the extent to which SIBs are engaging in co-production or are con-
tributing to systems change. As is further explained in the Discussion section,
while many SIB profiles refer to some relevant aspects of co-production - for
instance, providing personalized support — no profiles offered specific informa-
tion about how such approaches were designed or implemented. Similarly, given
the recent implementation of SIBs, the analysis found few data within the
Database regarding the extent to which SIB programs and strategies are being
diffused into broader systems. On the other hand, the content analysis did reveal
sufficient evidence to categorize programs as either operating at the pilot or
scaled stage.

Pilots versus scaled

Based on the initial content analysis, which categorized SIBs as either pilot
or scaled interventions (see appendix 1), the first classification strategy defined
programs as pilots or scaled interventions quantitatively based on the size of a
program’s target population as well as the amount of capital invested in each
program. We coded programs as pilots if they had target populations below
300 and if they had a budget (‘capital raised’) of less than $2 million. If the
Database did not contain any information on these two variables, we did not
categorize the program as either pilot or scaled. There were seven such
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programs. If the Database was missing information on one of the variables,
we classified the program according to the variable that was available.

Feasibility versus effectiveness

For a more robust analysis, and as a validity check, the analysis then utilized
a second typology using qualitative criteria such as each program’s objectives
and methods for evaluating outcomes. Following scholars (e.g. Ettelt et al.,
2015) who have begun to suggest ways of classifying different types of social
innovation, we created and operationalized our own typology: programs testing
feasibility versus programs testing effectiveness. We conceptualized programs
testing feasibility to be comparable to pilot programs and programs testing effec-
tiveness to be comparable to scaled interventions. This feasibility/effectiveness
analysis also took an inductive approach to content analysis.

We classified programs as testing feasibility if their objectives appeared to
align more with learning from implementation processes or demonstrating a
proof of concept. These programs were characterized as not being based upon
an already proven intervention and not using rigorous evaluation methods.
Programs testing feasibility were also more likely to measure programmatic out-
comes, reference “learning” or “adapting”, and claim they were the “first” pro-
gram to be implemented in some way. Conversely, we classified as testing
effectiveness those programs that aimed to demonstrate the replicability or scal-
ability of an intervention. These programs were more likely to be systematized
or professionalized - for instance, by being part of a broader SIB funding ini-
tiative or by using rate cards to monetize outcomes. Programs testing effective-
ness also typically used more rigorous evaluation methods and built upon
proven interventions.

Results
There are some notable differences between SIB program characteristics in
the UK and US (see table 1). The range for target population in the UK
(14 to 11,000) is much larger than in the US (135 to 4,458); though upon remov-
ing one outlier, the maximum in the UK is 4,000.> UK and US programs also
have comparable target population means (1,205.2 and 1,239.8) and medians
(416 and 562.5), respectively. US programs have more generous SIB budgets
(‘capital raised’) than UK programs, with a maximum value of $30 million,
compared to $7.7 million in the UK. The average ($2.0 million) and median
($1.5 million) capital raised for UK programs are also much less than the aver-
age ($10.3 million) and median ($8.7 million) for US programs. Similar patterns
emerge in maximum outcome payments. UK program lengths range from 2 to
10 years, with a mean and median of 3.9 and 3.5 years, respectively. US program
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TABLE 1. Summary Statistics for Key SIB Program Criteria

UK Us

Target population

Min 14 135

Max 11,000 4,458

Mean 1,205.2 1,239.8

Median 416 562.5
Capital raised ($M)

Min $0.5 $o.5

Max $7.7 $30.0

Mean $2.0 $10.3

Median $1.5 $8.7
Max outcome payments ($M)

Min $o0.1 $0.5

Max $13.3 $34.5

Mean $4.3 $11.8

Median $3.8 $8.0
Duration (years)

Min 2.0 3.0

Max 10.0 30.0

Mean 3.9 6.2

Median 35 55

durations, meanwhile, have a larger range (3 to 30 years), mean (6.2 years) and
median (5.5 years).

In addition to this programmatic data, table 2 provides further descriptive
data on the number of program stakeholders for UK and US programs -
specifically investors, outcome payors, service providers, and intermediaries.*
UK programs tend to have fewer investors overall, with a maximum of 13, aver-
age of 2.9, and median of 2; in the US the maximum number of investors is 35,
average is 5.8, and median is 4. For outcome funders, the maximum number for
UK programs is 12, compared to 3 in the US. Meanwhile, the average and
median number of outcome funders for UK programs (2.4 and 2) are slightly
larger than for US programs (1.3 and 1), respectively. While the maximum
number of service providers for UK programs (16) is higher than for US
programs (6), the averages for US programs (1.7) and UK programs (2.1) are
much closer, and the median for both is 1. Meanwhile, for intermediaries of
UK and US SIBs, the maximums are 1 and 2, the averages are 0.6 and 1,
and the medians are both 1, respectively.

Private sector social financing

In the US, a typical SIB has nearly double the number of investors per
program compared to the UK; the US also has a much higher percentage of
programs with at least one for-profit investor, at around two-thirds of all
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TABLE 2. Summary Statistics for SIB Program Stakeholders

UK UsS

Investors

Min o 1

Max 13 35

Mean 2.9 5.8

Median 2 4
Outcome Funders

Min 1

Max 12

Mean 2.4 1.3

Median 2 1
Service Providers

Min 1 1

Max 16

Mean 2.1 1.7

Median 1 1
Intermediaries

Min o 1

Max 1

Mean 0.6 1.0

Median 1 1

TABLE 3. Trends in Potential Program Criteria for UK and US Programs

UK UsS
Target population < 300 35.6% (16/45) 25.0% (5/20)
Capital raised < $2M (>$0) 69.7% (23/33) 4.8% (1/21)
Max outcome payments < $2M (>$0) 21.4% (6/28) 5.3% (1/19)
Duration < 4 years 70.5% (31/44) 14.3% (3/21)
Pilot programs 31.9% (15/47) 9.1% (2/22)
Scaled programs 63.8% (30/47) 90.9% (20/22)
Non-classified programs 4.3% (2/47) 0% (0/22)

Note: Parentheses provide the number of programs that meet each qualification out of the
number of programs for which that value is non-blank and non-zero

programs compared to one-sixth in the UK (see figure 3). However, the UK and
US have similar percentages of programs with at least one investor classified as a
public entity (around 12.5 percent) or a private individual (around 7.5 percent).
Conversely, while almost half of the UK programs have at least one charity as an
investor, all of the US programs do. In addition, many more UK programs
(72 percent) have at least one investor that is a social enterprise than US
programs (5 percent). Notably, this social enterprise participation in the UK
SIBs was dominated by one major investor — Bridges Fund Management
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FIGURE 3. Percent of SIBs with at Least One Investor from the Following Sectors
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FIGURE 4. Percent of Investors from the Following Sectors Across All SIBs

(“Bridges”) — which invested in nearly half of the UK SIBs. Approximately 9 per-
cent of the UK programs have at least one RSL investor (a UK-specific category).

In examining the total number of investors involved in all UK and US SIBs,
the analysis found a comparable percentage of investors that are for-profit in the
UK (12 percent) and US (18 percent) (see figure 4). Further, for both UK and US
programs around half of all investors were charities and around 4 percent were
public bodies. However, 35 percent of UK program investors were social enter-
prises compared to only 1 percent for US programs. US programs also have a
higher percentage of investors who are private individuals (26 percent) than UK
programs (7 percent). In addition, about 5 percent of UK program investors
are RSLs.

The analysis also uncovered an interesting divergence in the number of
repeat investors between the two countries. In the UK, there were 48 unique
investors in SIB programs. While each investor contributed to an average of
2.2 SIBs, there were 13 investors (27 percent of all UK investors) who contrib-
uted to more than one SIB. Notably, Bridges invested in 21 SIBs (44.7 percent of
all UK SIBs) - a considerable number, as the next highest number of SIBs to
which one investor contributed was 8 (for Big Issue Invest). Meanwhile, in
the US, there were 54 unique investors. Each investor contributed to an average
of 1.6 programs, and 14 investors (26 percent of all US investors) contributed to
more than one SIB. In the US, the investor who contributed to the most SIBs was
the Reinvestment Fund, at 6 SIBs (25 percent of all US SIBs). See appendix 2 for
tables listing each unique investor and the number of SIBs in which they
invested for both UK and US programs.
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Overall, the data provide mixed evidence of whether SIBs are behaving as
innovative financing tools by utilizing private capital to finance social programs,
with considerable differences between the two countries. In particular, the data
suggest that participation in SIBs from at least one private actor is happening at
much higher rates in the US than the UK, suggesting that US SIBs have been
more effective at achieving the goal for social finance instruments of bringing
in private capital for social purposes. Conversely, the UK has much higher rates
of participation from social enterprises. While attracting social enterprise capital
could also be seen as an aim of social finance tools, given that historically social
funding has come from charitable trusts and foundations (Albertson et al,
2018), it falls short of the objective of attracting more mainstream for-profit
investors.

In addition, the data reveal further divergence in how UK and US SIBs uti-
lize other capital sources - for instance, from charities or private individuals -
and in how they are able to encourage repeat investments. However, the data do
not provide information about the share of total investment in each SIB that is
coming from these groups relative to other sectors. If the relative percentage is
high, this would provide even stronger support for the claim that SIBs are inno-
vative in their ability to bring ‘new’ types of funding to service provision.

Piloting and scaling social innovation

Within the social innovation process, the analysis focused specifically on
classifying programs according to the piloting or scaling stages. It then utilized
a secondary approach which equated piloting with testing feasibility and scaling
with testing effectiveness. When comparing the piloting/feasibility and scaling/
effectiveness classifications, we find that these two typologies matched
78 percent of the time. Further, these two classifications were very similar for
the UK programs, with 32 percent of programs classified as pilots and as testing
feasibility, and 64 percent of programs classified as scaled interventions and
68 percent as testing effectiveness. However, there were larger differences
between the classifications for the US programs using the two typologies.
While only 9 percent of US programs were classified as pilots, 18 percent were
classified as testing feasibility. Additionally, while 91 percent of programs were
classified as scaled interventions, 82 percent were classified as testing effective-
ness. The results from the first classification process are summarized in figure s,
while the results from the second classification process are provided in figure 6.

In sum, the evidence of how SIB use fits within the process of social inno-
vation suggests variation in how SIBs are used to fund the stages of piloting and
scaling between the UK and US, as well as in how SIBs are used within each
country. Nonetheless, we find that both UK and US SIBs tend to fund more
programs operating at the scaled intervention level and testing effectiveness than
programs operating at the pilot level and testing feasibility. We also find that
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FIGURE 6. Feasibility vs Effectiveness

under both approaches the US consistently funds even fewer programs operat-
ing at the pilot stage and testing feasibility than the UK. As such, the evidence
suggests that early UK and US SIBs were only supporting the social innovation
process in limited ways.

Discussion
This study provides important evidence on the nature of SIBs as viewed through
a social innovation framework. First, as a tool that can bring in private capital for
the production of public goods, we found that a little over 60 percent of US SIBs
included a private sector funder, while a little over 70 percent of UK SIBs
included a social enterprise investor. As such, it appears that there is only mod-
erate evidence for SIBs to be considered an innovative financial mechanism,
with more support for US SIBs. Moreover, it remains to be seen if a broad cross
section of private and social sector investors will use SIBs to increase their con-
tribution to the production of social goods, as the diversity of investors in the US
is not replicated in the UK, where one investor (Bridges) invested in almost half
of the SIBs.

We also found that the use of SIBs in the UK is much more likely to be
driven by public sector investment than philanthropic investment as in the
US. Out of the 47 UK SIBs, 24 were purportedly launched as part of a broader
SIB funding agenda at the UK national government level. For example, “The UK
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Department for Work and Pensions (DWP) commissioned ten Social Impact
Bonds under the innovation fund, to pilot social investment and new delivery
models” (Social Finance, 2018). Conversely, none of the US SIB profiles mention
such coordinated funding initiatives. However, in prior research, Fry (2019: 788)
found that “federal support of PFS [pay-for-success] was a major catalyst for PFS
diffusion” in the US - for instance, through the Social Innovation Fund and the
2018 Social Impact Partnerships to Pay for Results Act. Nonetheless, our find-
ings conform with earlier research that the UK is taking more of a centralized
approach to implementing SIBs than the US (Heinrich and Kabourek, 2019),
with the government providing higher amounts of support and subsidies
(Williams, 2020).

Second, this study also tested how SIBs can accelerate the process of social
innovation through piloting and scaling. We found that both the UK and the US
are creating fewer SIBs at the earlier stage of the process (i.e. during the pilot
phase), where more policy experimentation is likely to happen. Instead, they
appear to be funding relatively more programs that scale up previously proven
interventions. In contrast to the UK where about a third of SIBs are small-scale
pilots, in the US, testing for the efficacy of promising programs at scale is the
dominant feature of the US SIB market. Thus, we also found minimal evidence
that SIBs support the entirety of the social innovation process, as this support
primarily took place during the scaling stage.

Additionally, SIBs in the US are generally employing more rigorous evalu-
ation methods than in the UK. In examining the language contained within the
SIB profiles, only nine (19 percent) UK SIBs and seven (32 percent) US SIBs
mentioned conducting an RCT or comparing outcomes with a comparison
group, control group, or historical baseline. Notably, the only three programs
which specifically mentioned the use of an RCT were from the US. In part, this
is due to the scale of the SIBs in the US, but many of the larger SIBs in the UK
also do not employ rigorous evaluation methodologies. Therefore, increasing the
use of rigorous evaluations in both countries, but especially the UK, is an area of
potential emphasis in the future (Albertson et al., 2018). Additionally, in the US,
nine out of the 22 SIBs state that they are the “first” to implement a SIB within
some unique context, suggesting that the US is still piloting the SIB tool as a
social innovation itself. Thus, it is likely that we will see further developments
in how the US uses SIBs in the future.

Third, as highlighted throughout our analysis, we found notable differences
between the use of SIBs in the UK and the US; overall, the analysis showed that
early UK SIBs tend to be much smaller than US SIBs, and tend to have more
social investors compared to private investors in the US, conforming with earlier
findings (Painter et al., 2018; Gustafsson-Wright et al.,, 2015). These trends
reflect the differing impetus behind SIB adoption in the two countries.
As explained by Albertson et al. (2018), the primary driver of SIBs in the
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UK was public sector demand for the subcontracting of existing services; UK
SIBs intended to encourage new entrants into service delivery in order to
increase competition and reduce costs, partly requiring experimentation
(Albertson et al., 2018). Meanwhile, the primary driver of SIBs in the US was
private sector supply of innovative social services, with US SIBs responding
to the “large, and unmet, demand for funding sources that can support trans-
formation in social service delivery”, especially in scaling previously proven
interventions (Albertson et al., 2018: 104).

Fourth, as previously mentioned, there was very limited evidence in the
database to suggest that SIBs also work to include co-productive elements or
have an explicit orientation for diffusion. While language describing the SIBs
did not mention co-production or co-creation explicitly, some did include lan-
guage suggesting the personalization of services. For example, 31 SIB profiles
mentioned providing one-on-one, holistic, personalized, bespoke, tailored,
intensive and/or wrap-around support to respond to individual needs. The vast
majority of these (25) were in the UK, including six funded through the
Innovation Fund and five funded through the Fair Chance Fund. However,
the Database language was vague and did not go further to discuss specific
co-production strategies. The most information that a profile offered on poten-
tially co-productive strategies was the UK’s end of life care program launched in
September 2018, which stated that it collected “feedback from carers and fami-
lies on their experience of the service.”

Similarly, only seven profiles of UK SIBs financed through the Fair Chance
Fund used explicit diffusion-related language, stating that their “findings will
inform policy direction.” Additionally, a couple of larger-scale SIBs within
the Database hinted at possible diffusion into wider systems. The Green
Infrastructure program in Washington D.C. has the longest duration (30 years)
of all programs as well as very large values of capital raised ($25 million) and
maximum outcome payments ($28.3 million). It is the only US SIB to address
poverty and the environment, and promotes wider systems change by reducing
pollution to improve water quality, as well as by reinvesting all SIB proceeds into
additional green infrastructure projects.’

Finally, it is important to note that by focusing on the piloting and scaling
stages as well as on the role of private sector funding within SIBs, our analysis
aligns more with the technocratic or utilitarian paradigm of social innovation,
omitting the more democratic or radically-oriented elements such as co-produc-
tion (Montgomery, 2016; Ayob et al., 2016). Further, although this paper found
relatively little evidence that early-wave SIBs in the US and UK displayed socially
innovative characteristics, findings might also suggest “a flaw in the design of
SIBs” (Albertson et al., 2020: 7) which social innovation theory (including
the radical paradigm) could help address by guiding the continued evolution
of SIBs.
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Conclusion
In analyzing SIBs through the theoretical lens of social innovation, this article
has found limited evidence that SIBs are either an innovation in social finance or
a tool which supports the piloting and scaling stages of the social innovation
process. The data revealed that around two-thirds of US SIBs, but only one-sixth
of UK SIBs, received up-front funding from private investors and that the
majority of SIBs, particularly within the US, fund scaled programs which aim
to test the effectiveness of social interventions. The analysis also identified
several notable differences between the US and UK in their use of SIBs. For
instance, on average, the US has much higher program budgets and potential
outcome payments, longer program durations, and nearly twice as many invest-
ors per SIB. In addition, while both countries are not systematically utilizing
rigorous evaluation methods, the US has been incorporating more RCTs
and control group/baseline comparisons than the UK. The analysis further
uncovered interesting trends within the SIB ecosystems within the two
countries. Within the UK, the central government has given considerable fund-
ing and support to SIBs, and Bridges has provided up-front capital to nearly half
of all programs. Meanwhile, in the US, stakeholders seem to be continuing to
test SIBs by applying them in novel ways.

This study also suggests fruitful opportunities for further research.
First, studies could more closely explore the source of investment capital from
different sectors to determine the amount of private funding SIBs have been able
to leverage in comparison to other sources (e.g. social, public and charitable
investors). Research on SIB investment could also examine in more depth
the types of financial returns, capital protections, and levels of investment
available to investors. If considerable financial guarantees are necessary to
attract more mainstream investors, this could limit the amount of risk transfer
from the public to the private sector (FitzGerald et al., 2020). As this analysis
focused on US and UK SIBs as the leaders in SIB implementation, it would also
be highly valuable for researchers to compare SIB use around the globe, includ-
ing extending the analysis to Development Impact Bonds.

Additionally, given that this analysis examined the role of SIBs during the
piloting and scaling stages of the social innovation process, future studies could
focus specifically on the co-production and diffusion stages, especially as grow-
ing numbers of SIB contracts will have officially ended. Although previous work
(e.g. Albertson et al., 2018 and Ronicle et al., 2014) suggests that service users
and their communities generally have little or no role in the development of
SIBs, emerging research has identified a number of promising ways in which
SIBs have begun to incorporate co-creation - for instance, Fox et al. (2021)
found strengths-based working and co-creation crucial to facilitating early-stage
innovation in a case study of four UK SIBs. Additional research could therefore
continue to explore how SIB design can better incorporate co-production and
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diffusion-oriented strategies — for instance, as part of the push for SIBs 2.0 that
Baines et al. (2021: 7) argue should “put people at the heart of service design and
delivery; create the conditions for learning; and encourage wider systems
change.”

Notes

1 In the US, assessment is more likely done through an independent evaluation and in the UK
more likely based on a rigorous audit of agreed outcome measures.

It is worth noting as Rosen and Painter (2019) discuss that the term co-production can have
different meanings. Here we use the term co-production as Rosen and Painter (2019)
describe and not as a government led process that does not include the customer and service
provider in co-creation.

During our initial data cleaning, we also removed one US outlier for target population of
160,000.

4 Due to imprecise wording from the SIB Database, we estimated the number of stakeholders
in at least one of the four stakeholder categories for 16 programs. For example, one funder
listed in the UK’s Children Social Care program launched in 2017 was simply “schools.”
Without knowing the exact number of schools, we estimated it at the lower bound of
two. Therefore, some uncertainty remains over the true number of stakeholders involved
for some SIBs.

Outside of the US and the UK, there was anecdotal evidence that Belgium’s Duo for a Job SIB
did experience rapid diffusion of innovative practices, in part, “because of deep stakeholder
involvement” (Painter et al., 2018: paragraph 17).
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Appendix 1. Further background on pilot versus scaled
classification process

We initially used content analysis to classify the data from the SIB Database profiles according to the
type of language used to describe each program. We hand-labeled a program as a “pilot” when the
following type of language was used: “pilot,” “test,” “show whether or not the ... method is success-
ful,” “initially support,” “provide additional academic support,” and “identify the broader impact and
benefits of the program.” On the other hand, we labeled a program as “scaled” when the following
kinds of phrases were used: “scale,” “scale-up,” “expand,” “established model,” “existing suite of
programs,” and “as a result of learnings from a pilot program.”

» «

Utilizing a sample of 27 of these programs, each classified by their description, we next looked for
patterns in target population size, size of capital raised, size of maximum outcome payments, and
program duration. In general, we observed that most of the pilot-by-description programs had target
populations below 300, had both capital raised and maximum outcome payments below $2 million,
and had durations of less than 4 years. Summary statistics for these variable thresholds for both the
UK and US programs are provided in table 3 below.

However, based on data availability, we ultimately decided to use the target population and capi-
tal raised criteria for our more systematic classification. Overall, this systematic classification (by
size) conformed well with our prior manual classifications (based on descriptors). However, there
were some notable instances in which this was not the case. For example, there were two scaled-by-
description programs that had target populations of only 180 and 200, and there were also two pilot-
by-description programs with target populations of 1,300 and 2,250.

More specifically, the scaled-by-description program with a target population of 180 was the
Youth Unemployment program launched in Portugal in 2017 and had only $0.79 million in capital
raised. Thus, despite the fact that it was described as a “scale-up of Portugal’s first Social Impact
Bond,” we doubted whether this really should be referred to as a scaled program, and thus felt that
our coding of the program as pilot (by size) was reasonable. Similarly, the pilot-by-description pro-
gram with a target population of 2,250 was the Diabetes Prevention program launched in Israel in
2016 and had raised $5.5 million in capital. Although its Database profile stated that the program was
designed to “test a preventative Diabetes model, and if successful... extend diabetes prevention
measures to many more people,” we questioned our initial manual label of this program as a pilot,
and thus felt that our coding of the program as scaled (by size) was reasonable. In addition, there was
one instance in which a pilot-by-descriptor program could not be classified by size because of miss-
ing data for both target population and capital raised.
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Appendix 2. Unique investors for UK and US SIBs

UK Unique Investors # of SIBs

Bridges Fund Management (AKA Bridges Social Impact Bond Fund 21
and Bridges Ventures)

Big Issue Invest

Big Society Capital

CAF Venturesome

Esmée Fairbairn Foundation

Barrow Cadbury Trust

The Key Fund

Care and Wellbeing Fund

Impetus-PEF

Charities Aid Foundation

Department of Health Social Enterprise Investment Fund

Orp Foundation

Tudor Trust

3SC

Advance Personnel Management (APM) UK Ltd

Age UK

Berkshire Community Foundation

Big Lottery Fund

Bracknell Forest Homes

Buckinghamshire County Council

Elton John Aids Foundation

Friends Provident Foundation

Helena Partnerships

] Paul Getty Charitable Trust

Johansson Family Foundation

Knowsely Housing Trust

LankellyChase Foundation

Liverpool Mutual Homes

Montpelier Foundation

Nesta Impact Investments

Northstar Ventures

Nottingham City Council

Panaphur Charitable Trust

Paul Hamlyn Foundation

Prevista

Resonance Bristol SITR fund

Rockefeller Foundation

Sainsbury’s Charitable Trust

Social and Sustainable Capital (SASC)

St. Mungo’s Broadway

Stratford Development Partnerships

Thames Reach

The Henry Smith Charity

The King Badouin Foundation

The Monument Trust

The Social Venture Fund

R R R R R R R R R HE R R HRBRBKHRBRREHRRKERRBRRERERBKRERERBKREEREDNND®WWV WV GAGN ©

Triodos

Wirral Partnership Homes 1
Total number of SIBs 107
Total number of unique investors 48
Average number of SIBs per investor 2.2
Number of unique investors invested in >1 SIB 13
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US Unique Investors # of SIBs

Reinvestment Fund

Goldman Sachs (including Urban Investment Group)
Living Cities (including Blended Catalyst Fund)
Northern Trust

Laura and John Arnold Foundation

Nonprofit Finance Fund

QBE Insurance Group Limited

Ally Bank

BNP Paribas

Corporation for Supportive Housing (CSH)
James Lee Sorenson Family Foundation
Sorenson Impact Foundation

The J.B. and M.K. Pritzker Family Foundation
The Robin Hood Foundation

Bloomberg Philanthropies

Blue Shield of California Foundation

BlueCross BlueShield of South Carolina Foundation
Calvert Foundation

Combined Jewish Philanthropies’ Donor Advised Funds
DCEF Social Impact Fund

Deutsche Bank

Doris Duke Charitable Foundation

Federal Human Services Administration
George Kaiser Family Foundation

Google.org

Greenville County SC First Steps

Maycomb Capital Community Outcomes Fund
Medicaid

Michigan Health Endowment Fund

New Profit

Prudential Financial

Santander Bank N.A

Sisters of Charity Foundation of Cleveland
Spectrum Health

The Ben and Lucy Ana Walton Fund of the Walton Family Foundation
The Boeing Foundation

The Boston Foundation

The California Endowment

The Cleveland Foundation

The Colorado Health Foundation

The Conrad N. Hilton Foundation

The Dakota Foundation

The Denver Foundation

The Duke Endowment

The George Gund Foundation

The Health Trust

The James Irvine Foundation

The Kresge Foundation

the Piton Foundation

The Rockefeller Foundation

The Sobrato Family Foundation

The Whitney Museum of American Art
United Way of Massachusetts Bay and Merrimack Valley
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Continued

US Unique Investors # of SIBs
UnitedHealthcare 1
W.K. Kellogg Foundation 1
Total number of SIBs 87
Total number of unique investors 55
Average number of SIBs per investor 1.6
Number of unique investors invested in >1 SIB 14
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