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Background paper
‘Doing more with less: alternative forms of financing for social enterprises and public authorities’
WD2


1. Introduction
This paper outlines the basic [concepts] regarding the alternative forms of financing for local inclusion policies. 	Comment by Rosanne Koning: What are local inclusion policies? SIB's are not applicable for every type of project. 
1. Alternative forms of financing: PPPs, Social Impact Bonds and Crowdfunding
2. Focus on Social Impact Bonds
3. What do we learn from examples: recommendation for the WG and cities

2. Alternative forms of financing – definitions
This section is to provide an overview of the main [concepts] used in this paper, i.e. public-private partnerships, social impact bonds and crowdfunding. In the glossary developed by the WG Smart Social Inclusion, these forms of financing are defined as:
· Public Private Partnership (PPP) is a business relationship between a private sector company and a government agency for the purpose of completing a project that will serve the public. Public-private partnerships can be used to finance, build and operate projects such as public transportation networks, parks and convention centres. Financing a project through a public-private partnership can allow a project to be completed sooner or make it a possibility in the first place. Public-private partnerships often use private-sector investments to finance a public project when sufficient public funding is not available.
· Social Impact Bonds (SIBs) are a form of outcomes-based contract in which public sector commissioners commit to pay for significant improvement in social outcomes (such as a reduction in offending rates, or in the number of people being admitted to hospital) for a defined population. 	Comment by Rosanne Koning: SIB 's are actually also a form of PPP
Social Impact Bonds are an innovative way of attracting new investment around such outcomes-based contracts that benefit individuals and communities. Through a Social Impact Bond, private investment is used to pay for interventions, which are delivered by service providers with a proven track record. Financial returns to investors are made by the public sector on the basis of improved social outcomes. If outcomes do not improve, then investors do not recover their investment. 	Comment by Rosanne Koning: This depends on the arrangements on which a SIB is based. For example, in the first SIB in New York, the Bloomberg Foundation actually guaranteed 75% of the investment made by Goldman Sachs in the SIB. 
Social Impact Bonds provide up front funding for prevention and early intervention services, and remove the risk that interventions do not deliver outcomes from the public sector. The public sector pays if (and only if) the intervention is successful. In this way, Social Impact Bonds enable a reallocation of risk between the two sectors.
· Crowdfunding is based on using small amounts of capital from a large number of individuals to finance a new business venture. Crowdfunding makes use of the easy accessibility of vast networks of friends, family and colleagues through social media websites like Facebook, Twitter and LinkedIn to spread the word out about a new business and attract investors. Crowdfunding has the potential to increase entrepreneurship by expanding the pool of investors from whom funds can be raised beyond the traditional circle of owners, relatives and venture capitalists.	Comment by Rosanne Koning: The best known crowdfunding platform is kickstarter.com

3. Alternative forms of financing – description and examples

3.1 Public-Private Partnerships
PPPs involve a contract between a public sector authority and a private party. In order to achieve a successful partnership, a careful analysis of the long-term development objectives and risk allocation is essential.  In addition, parties should choose the most suitable set-up for the contract according to the allocation of risk they have agreed upon[footnoteRef:1]: [1:  http://ppp.worldbank.org/public-private-partnership/overview] 

· In some types of PPPs, notably the private finance initiative, capital investment is made by the private sector on the basis of a contract with government to provide agreed services and the cost of providing the service is borne wholly or in part by the government. Government contributions to a PPP may also be in kind (notably the transfer of existing assets);
· In other types of PPP, the private sector provides the service on behalf of the public authority and the cost of using the service is borne exclusively by the users of the service and not by the taxpayer;
· In projects that are aimed at creating public goods like in the infrastructure sector, the government may provide a capital subsidy in the form of a one-time grant, so as to make it more attractive to the private investors; 
· In some other cases, the government may support the project by providing revenue subsidies, including tax breaks or by removing guaranteed annual revenues for a fixed time period.
Typically, a public sector consortium forms a special company called a "special purpose vehicle" (SPV) to develop, build, maintain and operate the asset for the contracted period. In cases where the government has invested in the project, it is typically (but not always) allotted an equity share in the SPV. The consortium is usually made up of a building contractor, a maintenance company and bank lender(s). It is the SPV that signs the contract with the government and with subcontractors to build the facility and then maintain it[footnoteRef:2]. In the infrastructure sector, complex arrangements and contracts that guarantee and secure the cash flows make PPP projects prime candidates for project financing. A typical PPP example would be a hospital building financed and constructed by a private developer and then leased to the hospital authority. The private developer then acts as landlord, providing housekeeping and other non-medical services while the hospital itself provides medical services. [2:  http://www.eib.org/epec/resources/efr_epec_ppp_report1.pdf] 

3.2  Social impact bonds (SIBs)
The use of SIBs has so far been constrained to the UK and several other European countries. However, there are already examples, predominantly in the UK, that help illustrate how the SIBs operate in practice and what lessons can be learnt from their use.
3.2.1 Which actors are involved
Following the definition, the players involved in a SIB contract should be:
· public authority (Government)
· service provider (social enterprise, NGO, co-operative) 
· private investors (e.g. companies, privates, charities)
· financial intermediary (e.g. bank, social investment fund)
· external evaluator
However, as showed by coming-up examples, also use of bonds by social enterprises or local authorities independently from each other to fund own initiatives can be done.	Comment by Rosanne Koning: This is different from SIB's and called Human Capital Performance Bonds (Hucaps). Check: http://investinoutcomes.org/. SIB's are not actual bonds, but multistakeholder partnerships. 
3.2.2 How do the SIBs work
Launching a Social Impact Bond requires a significant effort up front to identify and vet potential programs and then negotiate a contract in which the government agrees to repay investors if the selected non-profit service providers achieve specified social outcomes. A dedicated SIB intermediary can play a valuable role in these initial stages. After a contract is secured, SIBs would work as follows (see figure below):

Figure 1. SIB functioning scheme
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Source: “A new tool for scaling impact: how social impact bonds can mobilize private capital to advance social good, Social Finance,  http://www.oregon.gov/gov/docs/OEIB/NewTool.pdf

· A financial intermediary issues the SIB and raises capital from private investors. 
· The intermediary transfers the SIB proceeds to non-profit service providers, which use the funds as working capital to scale evidence-based prevention programs. Throughout the life of the instrument, the intermediary would coordinate all SIB parties, provide operating oversight, direct cash flows, and monitor the investment.
· By providing effective prevention programs, the non-profits improve social outcomes and reduce demand for more expensive safety-net services. 
· An independent evaluator determines whether the target outcomes have been achieved according to the terms of the government contract. If they have, the government pays the intermediary a percentage of its savings and retains the rest. If outcomes have not been achieved, the government owes nothing. 
· If the outcomes have been achieved, investors would be repaid their principal and a rate of return. Returns may be structured on a sliding scale: the better the outcomes, the higher the return (up to an agreed cap).

3.2.3 Why are SIBs beneficial 
SIBs provide a number of benefits for commissioners, service providers and investors[footnoteRef:3]. First of all, they allow commissioning bodies to attract private investors to fund early and preventative action on complex and expensive social problems. Secondly, they allow for testing new services without the commissioning bodies having to pay for them if unsuccessful. Thirdly, they allow for more flexibility to adapt the services according to the experience of the implementing organisation and the target groups. Finally, they can help charities and social enterprises bid for and manage ‘payment by results’ (PbR) projects - projects where the government pays the provider of the service for the results achieved.	Comment by Rosanne Koning: This is mostly from a government point of view. There are also good arguments from an investors point of view.  [3:  https://www.gov.uk/social-impact-bonds] 


3.2.4 Where do SIBs display greatest potential
The areas in which SIBs operate best have the following qualities:
· High social need – with funders and operators focused in this area recognising its priority;
· High public cost – provides the opportunity for financially justified SIBs. These are attractive to government that are willing to transfer financial risk, can provide investors with enough return to absorb the risks inherent in the scheme, and can provide significant funds for social investment;
· Possibility for an outcome improvement and willingness to show it – there has to be room for amelioration of performance and results and the desire to make it visible to stakeholders
· Good evidence of strong efficiency – founders can have confidence in the scheme’s likely success. High levels of efficacy mean high levels of potential saving
· Opportunity for clear and accurate measurement of outcome – all parties can be confident in the results of measurements. This requires the design of a metric that closely matches the outcome and is not too hard to gather;
· Reasonable timescales - SIBs are likely to be more attractive where return on initial investment is not too far in the future;
· Cash releasing - There are many fields where investment now can achieve savings and outcomes in the future. But at a time of intense pressure on public resources, there will be even more attention to options that release cash quickly.	Comment by Eurocities Social affairs intern: I made a summery of the two texts, since they were mentioning the same points
· Need for long-term funding stability – in sectors that are sensitive to budget cuts, such as social affairs, having long-term financing allows organisations to feel safe against the risk of not managing to take programmes to conclusion. Safe funding makes it possible to put proper structures in place and even to experiment new ideas. 

3.2.5 What are the disadvantages 
The first and most obvious disadvantage of the SIBs is that the donors are likely to seek to fund only those activities that can be observed and measured in terms of outcomes (not just outputs) and that are most likely to be successful. This may lead to focusing only on those target groups who are the easiest to work with or to ‘cherry picking’ or ‘creaming’ of beneficiaries). This will leave agencies addressing very hard-to-tackle structural problems unable to access these funds. Secondly, the donors are likely to want to be more involved in the delivery of social services to make sure their money is well invested. Thirdly, the organisations that secure funds through SIBs are likely to have greater resources and visibility, thus potentially leading to unfair competition. To address this, it is necessary to define conditions of access to such cooperation should be defined, like a competitive call for tender or similar. Finally, one risk is that the SIBs could lead to reducing the government’s responsibility and accountability for delivering services. Addressing this will need regular monitoring and ensuring the public authorities’ input in the SIB schemes.	Comment by Rosanne Koning: This is not a disadvantage per se, sometimes investors can actually help an intervention improve. 

3.2.6 Examples of using SIBs
This section provides examples of how the SIBs are used. Being a quite flexible tool to raise funds, different users can find them beneficial: local authorities can issue SIBs to fund their own internal activities, or can collect money from investors to channel it to service providers, or providers can issue their own bonds to finance their work.	Comment by Rosanne Koning: I have never heard of local authorities issuing SIBs to fund internal activities, and would be surprised if they were used for funding internal activities. In the USA, local authorities do issue bonds to fund their internal activities, but SIBs are different from bonds. 
In addition, public authorities in some countries (especially UK) are trying to develop complementary services to promote the expansion of the SIB market, by raising awareness about the existence of such resource and providing guidance to use it.

· HMP (Her Majesty’s Prison) Peterborough[footnoteRef:4]	Comment by Paula: I would like to see this bit defined more clearly, if possible, more info on results, has the project ended? It started in 2010 is it still running?
	Comment by Rosanne Koning: Yes, it is still running until 2015 [4:  http://www.rand.org/pubs/technical_reports/TR1166.html
] 

HMP Peterborough is the very first SIB project ever launched in the world, which acted as a kick-off also for the diffusion of the tool in the US.
It was launched in September 2010 by the UK Ministry of Justice who decided to introduce a new mechanism for funding of after-prison rehabilitation. Social Finance, a non-profit financial intermediary, was charged with raising approximately £5 million from private individuals and charities to fund a 6-year rehabilitation programme.
The programme targeted adult males (aged 18 or over) receiving custodial sentences of less than 12 months (‘short-sentence prisoners’) and discharged from HMP Peterborough, a prison in eastern England. It provided a flexible and adaptable support to meet the needs of the target group, such as pre- and post-release mentoring and connecting prisoners to services in order to prevent them from reoffending. The programme is run by an umbrella group called the One Service, which brings together a number of different charitable organisations with different areas of expertise, from mental health to support services for the families of prisoners. Contact with prisoners begins while they are still inside. Those who opt in (the vast majority do) are met at the gates upon release so that basic issues such as the provision of housing are properly addressed: otherwise, some prisoners reoffend immediately in order to ensure they have accommodation of some sort. Ex-prisoners are assigned case workers, some of them ex-offenders themselves, to look after them. Volunteers provide an additional level of support to help them with practicalities such as job training. Three weeks ago, the scheme began a new training initiative of its own, providing a 16-week course in painting and decorating to those who want it, which will eventually result in a construction-skills certificate.
Social investors get their dividend paid through the financial intermediary and depending on the results of the programme. Investors can receive a return if re-offending among the prison leavers falls by 7.5% or more compared to a control group of short-sentence prisoners in the UK. If the Social Impact Bond delivers a drop in re-offending beyond 7.5%, investors will receive an increasing return capped at a maximum of 13% per year over an eight year period. For example, a 10% reduction in re-offending would result in a 7.5% annualised return.	Comment by Rosanne Koning: The investors in this SIB are all philantropic funds, that are less worried about not getting their capital sum investment back than private investors would be. That is why the agreements in this SIB are probably less commercial than they would be if there were private investors involved. For private investors it would probably be out of the question to get nothing of their investment back before re-offending drops by 7,5% if there would be a cap at 13%. 
To assess the outcome of the programme and calculate the potential payment to Social Finance, the Ministry of Justice appointed 6 independent assessors from QinetiQ and the University of Leicester. They undertook data analysis throughout the programme to determine if the target group who received support under the programme were reconvicted less than similar ‘matched’ offenders from other prisons who did not have access to a similar service.
Interim figures released by the Ministry of Justice[footnoteRef:5] show that the programme has led to a decline in reconvictions since the project began in 2010. The figures show a decline of around 6% in the frequency of reconvictions per 100 released Peterborough prisoners, from 87 in the period 2008 to 2010 to 81 in the period 2010 to 2012. This compares with a 10% increase nationally over the same periods, from 69 in 2008 to 2010 to 79 in 2010 to 2012. [5:  Evaluation report by UK Government: https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/217375/social-impact-bond-hmp-peterborough.pdf 
Evaluation report by RAND: http://www.rand.org/content/dam/rand/pubs/technical_reports/2011/RAND_TR1166.pdf] 

Social Finance said the figures published included most of the short-sentenced prisoners in the Peterborough pilot. However, it clarified that although the figures were encouraging, they did not measure reoffending behaviour over the longer period by which the social impact bond will be judged and they are not compiled on precisely the same basis that will be used by the independent assessor in 2014 to determine whether a payment is due to investors in the bond.[footnoteRef:6]Final assessment will be done just in 2014, when refund and award premium will be disbursed by the Ministry and the Big Lottery Fund. Meanwhile, two mid-term evaluations have been carried out.  [6:  http://www.thirdsector.co.uk/news/1186265/
] 

· Street Impact Programme[footnoteRef:7]  [7:  http://www.forumforthefuture.org/greenfutures/articles/social-impact-bonds-help-charity-tackle-homelessness

http://www.thirdsector.co.uk/go/social_enterprise/article/1164454/social-impact-bond-london-homelessness-project-receives-investment-go-ahead/] 

The London-based homelessness charity St Mungo’s is among the first UK organisations to use private finance to tackle social issues on the Government’s behalf. Its Street Impact programme, which aims to help over 400 homeless people rebuild their lives, has been granted a three-year ‘payment-by-results’ contract. It was commissioned by the Greater London Authority (GLA) and the Department for Communities and Local Government (DCLG)[footnoteRef:8] in November 2012, with its upfront costs financed through £650,000 of external investment arranged by Triodos Bank. [8:  DCLG is a ministerial department supporting local governments in the implementation of national programmes and favouring the devolution of functions to local authorities in the UK] 

Evidence from CHAIN, London’s database on rough sleepers, shows that about one-sixth of rough sleepers account for almost half of all recorded rough sleeping[footnoteRef:9]. This suggests that despite a range of existing services for London rough sleepers, provided by the London boroughs, the GLA, and the voluntary sector, outcomes for this group have remained consistently poor over a number of years. [9: “Profiling London’s rough sleepers: a longitudinal analysis of CHAIN data”  http://www.broadwaylondon.org/CHAIN/CHAINResearch/ProfilingLondonsRoughSleepers2009/main_content/ProfilingLondonsRoughSleepersFullReport.pdf] 

Under the programme 831 of rough sleepers are split into two equal cohorts with a separate contract for each group. The two groups are geographically split across London, but are as equal as possible in terms of previous frequency of rough sleeping, nationality, and needs for support. 
St Mungo’s tracks the progress of one of the two groups, so 415 named individuals. The objectives are multiple, and are measured in terms of:
· Reduction in numbers seen sleeping rough in each quarter compared to baseline expectations; 
· Sustained moves to settled accommodation outside the hostel system; 
· Reconnection of foreign nationals to accommodation in their home country;
· Increased employment; 
· Reduction in accident and emergency (A&E) visits compared to baseline.
Targets vary across objectives. 
The project started in November 2012 and will run for over three years, with a further 1 year in which some longer-term outcomes can be achieved, measured and ultimately paid for. These outcomes include sustainment of accommodation or employment.
Early results from the first 6 months show that all but 60 of the 415 rough sleepers could be accounted for which is a great improvement compared to the past. The charity has now the means and mandate to motivate them to stay there longer, fight addictions, find work, and keep out of A&E. Depending on the evaluations, the final outcome payments will be made by the GLA and funded by the DCLG. Payment by DCLG is capped at £5m including administration and development costs.[footnoteRef:10] [10:  http://www.mungos.org/press_office/1479_street-impact-new-support-for-people-who-ve-slept-rough] 

· Ile de France Sustainable Bonds[footnoteRef:11]	Comment by Paula: This is great, we could link the WG SSI with WG Housing and organise a field trip. Has there been an evaluation on the project?
	Comment by Rosanne Koning: These are regular bonds with a sustainable goal, not SIBs.  [11:  http://mediacommun.ca-cib.com/sitegenic/medias/DOC/293860/2012-07-interview-environmental-award-t-claquin-emission-idf-eng.pdf] 

The French local authority of Region Ile de France[footnoteRef:12] is the first in Europe to issue SIBs to fund environmental and social projects on the ground. In collaboration with Crédit Agricole Corporate and Investment Bank (CIB) and BNP Paribas, the French municipality was able to raise €350 million in March 2012 from 23 different investors by issuing 12-year bonds. The funds are to be used in the following manner: [12:  District that consists mostly of Paris metropolitan area and has status of autonomous administrative region http://www.iledefrance.fr/] 

· 50% for environmental investment projects: energy (2/3) and biodiversity (1/3) – for example, the construction of energy neutral schools,
· 50% for social and solidarity-based economic development projects: housing (80%), protection of the most disadvantaged (10%), solidarity-based economic development (10%) - for example the construction of affordable housing and assisted-living facilities for the most vulnerable members of society
The implementation phase of the project will start soon.

· Golden Lane Housing [footnoteRef:13]	Comment by Rosanne Koning: These are also regular bonds, nog SIBs.  [13:  http://www.glh.org.uk/investors/315-2/2013-social-investment-bond/] 

Golden Lane Housing is an example of using SIB without the intervention of any public authority, just to fund the activities of the charity.
The objective of the Manchester-based organisation was to raise £10m target to provide social housing for hundreds of people with a learning disability in specially adapted homes.
Triodos Bank issued the bonds for Golden Lane Housing, and the securities also could be bought and sold on a secondary market run by Ethex, a specialist not-for-profit set up to make ethical investment easy to understand and easy to do. This makes the investment even more attractive for private holders, who can sell the bonds at will and can even make a margin on them.
Third sector organizations can make use of SIBs thanks to the many banks that, more and more, have created an internal niche business dedicated to social investment.

· Centre for Social Impact Bonds[footnoteRef:14] [14: https://www.gov.uk/government/news/centre-for-social-impact-bonds-new-tools-launched
] 

UK Government, in particular the Cabinet Office, has launched the Centre for Social Impact Bonds with the aim of providing introductory information to help commissioning organisations (government departments, local councils and other public service organisations) that are beginning to consider developing a social impact bond, investors considering investing or organisations that want to deliver a project funded by a social impact bond.
Through the Centre, two important tools have been created to support the development social impact bonds: the Social Impact Bond Knowledge Box and a template SIB service agreement contract.	Comment by Paula: We could provide the members with a Think Tank based on the info provided here.
	Comment by Eurocities Social affairs intern: Would you like me to provide a sample of such contract in the annex of the document?	Comment by Paula: Yes, please! Examples simplify possible existing doubts.
The Social Impact Bond Knowledge Box is an online portal providing information on all aspects of developing and commissioning social impact bonds (SIBs), from identifying service areas suitable for SIBs to measuring outcomes and calculating savings. It is a dynamic and collaborative resource which people can comment on and contribute to and provides links to other sources of information and guidance in the UK and internationally	Comment by Paula:  Is it possible to provide a comparison chart of some study cases, or is it too much work?
It can also be a source of inspiration, since it includes comparable case studies of SIBs launched to date in many different fields of social policy and in both UK and Australia: the table below, available on the Social Impact Bond Knowledge Box website, contains summary information of some of such SIBs. The user can access more information on each SIB by clicking on the name of the commissioner. 

Table 1. Examples of SIBs implemented in UK and Australia
	Commissioner
	Country
	Outcome
	Outcome measure
	Investor total

	Ministry of Justice
	UK
	Reduced reoffending
	Number of conviction events in 12 months after release
	£5m

	New York City
	USA
	Reduced reoffending
	Reoffender bed days
	US$9.6m

	Department of Work and Pensions (10 SIBs)
	UK
	Improved youth employment, education attainment, and/or job training  
	Several outcome measures
	Approx £10 million

	Essex County Council
	UK
	Children in less need of care
	Number of days in care
	£3.1m

	Greater London Authority
	UK
	Reduced homelessness
	· Reduced rough sleeping;
· Moves to settled accommodation;
· Reconnections abroad;
· Increased employment;
· Fewer A&E hospital visits.
	Approx £2m (early outcomes payments recycled to pay for most of service)

	New South Wales Department of Family and Children’s Services
	Australia
	Stronger families
	Proportion of children restored to their families from residential care
	AUS $7m


Source: UK Gov. Social Impact Bond Knowledge Box website, http://data.gov.uk/sib_knowledge_box/case-studies
On the other hand, the Template SIB service agreement contract is a free resource to SIB developers in the UK and is supposed to reduce the time and cost associated with developing the legal arrangements of a SIB. The template is a standard contract for governing the terms of the relationship between the commissioner of a SIB and the delivery body.
3.3 Crowdfunding
The notion of crowdfunding has its origin in the one of crowdsourcing, the broader concept of leveraging different kinds of small contribution from a broader audience, not just financial resources. As defined in the WG glossary, it is “the practice of obtaining needed services, ideas, or content by soliciting contributions from a large group of people and especially from the online community rather than from traditional employees or suppliers”.
Examples of crowdfunding related to local public authorities:
· GINGER (Bologna/Emilia Romagna)
Five young women, through financing by the Bologna municipality, created a crowdfunding platform. It consists of a website area that can be accessed by anyone who wishes to present an original idea for a project with positive social impact and collect resources to finance and implement it. One can publish a proposal, set a budget target corresponding to the estimated necessary capital, and a deadline. Also, the GINGER team offers customised advice including business plan design, communication strategy planning, risk evaluation and so on. When users access the website and like an idea among those published, they can make a donation and will receive some sort of reward (e.g. merchandise, the right to attend the launching event of the project, etc.). Except particular cases, the system follows an ‘all or nothing’ rule, either the project reaches its budget target within the deadline, or it is not activated at all and money is given back to investors.	Comment by Paula:  Perhaps it would be useful to provide the link where more detailed information on the project is available.
Also maybe insert a short definition of the project?	Comment by Eurocities Social affairs intern: The link is in the previos page’s note section, unfortunately the website is just in Italian
In the specific case of GINGER the territorial focus is very important, since they chose to concentrate on projects to be implemented just in the Italian region of Emilia Romagna. The system could work even better on city projects, since citizens would be very willing to donate if they can see the outcome with their own eyes. 
* GINGER is the winner of the bid within the INCREDIBOL project (2012 edition) carried out by Bologna and featured in the Cities for Active Inclusion programme[footnoteRef:15]
 [15:  http://www.ideaginger.it/] 

· Bristol project in alliance with Spacehive 
Municipality of Bristol has partnered with the crowdfunding platform Spacehive to investigate the potential of such tool for public authorities.[footnoteRef:16] [16:  http://spacehive.com/Home/AboutUs
  http://www.guardian.co.uk/local-government-network/2013/may/29/crowdfunding-way- forward-for-councils

] 


4. Lessons learnt and recommendations for the WG and cities
Social Impact Bonds seem particularly suitable to fund activities on the local level: physical proximity of authorities outsourcing a service, organisations carrying it out and financing investors allows for easier trust building, mutual control and communication.	Comment by Anna Drozd: This is a bit of a repetition from the section above (where do SIBs work best). I think both passages can be really shortened and use in the intro to the chapter on SIBs. This will provide a good illustration of the rationale of the scheme.	Comment by Rosanne Koning: This depends on the social problem that the SIB tries to fight, and the division between government authorities. For example: in the Netherlands, a SIB for unemployment could work very well on a local level. But for a SIB that prevents ex-convincts from re-offending, a more national approach is needed, because this is part of the authority of the national government.  
Moreover, the needs of citizens are best known by the political level which is closer to them and that can liaise with local social workers who, on their side, work on the territory on an every-day basis, so know the best ways to tackle issues they have experienced before.
Also, the will of investors to finance social activities is boosted by the possibility of seeing results directly and gain visibility in return.
However, some recommendations can be done:	Comment by Anna Drozd: This is good but we need to specify to whom the recommendations are made and whether the WG can take them on board.
· Take time to build relationships with, and secure buy-in from involved organisations and private investors
· Need to monitor the action of investors, because of the risk of private influence on the work of the service provider to obtain the highest possible result to recover the investment
Need to rely on the will of private investors of investing into CSR (Corporate Social Responsibility) as well, in order to settle agreements that foresee just a partial reimbursement of the investment in order for public authorities to save as much as possible (One way of doing this is to ensure projects combine a ‘fee for service’ element with a ‘payment by results’ element, so that service providers can be sure of covering some of their costs)[footnoteRef:17]. Otherwise just high returns to compensate for risk will convince investors to chose SIBs over other securities. [17:  http://www.forumforthefuture.org/greenfutures/articles/social-impact-bonds-help-charity-tackle-homelessness] 

· Need to take financial institutions on board, otherwise developing internal financial expertise could be harder for public authorities

Possible work for the working group
· Discuss which use of social impact bond is most suitable for the members of the working group, i.e. for internal use or for external allocation of services by service providers
· Identify fields of social activity that could be suitable for the use of SIBs, according to the needed requisites evidence at point 2.1
· Set out selection criteria according to which service providers are chosen to ensure a high level of project success
· Define evaluation criteria for outcomes, even in general terms, according to dimensions that are relevant for cities
· Create a common platform to share experience about the use of SIBs by cities (on the English model), that could act as both a kind of one-stop shop for SIBs information and blog-like platform to discuss issues and obstacles	Comment by Rosanne Koning: This could add the most value to the knowledge and tools that are already available through Social Finance UK and other organizations. 	Comment by Paula: Think Tank

Possible work for cities
· Stakeholder mapping of authorities, local social businesses and NGOs to see what possible collaboration forms could be built in the fields chosen within the working group
· Financial intermediaries mapping and surveying, to understand if it would be easier to build a partnership with an existing one or a proper financing intermediary should be founded by commanding public authority	Comment by Rosanne Koning: I really recommend partnership building. 
· Undertake analysis of the investment market relevant to a SIB in order to identify likely funders for SIBs in a new issue area and their particular interests and motivations
· Start drafting local regulation for the use of Social Impact Bonds in public procurement building on existing procedures
· Come up with ideas for possible financial sources mixing, e.g. how to complement PPPs with the use of social impact bonds and crowdfunding
· Surveying citizens to grasp their willingness to potentially take part into a crowdfunding project
· Start raising awareness with citizens about the idea of shared action on social issues opposed to delegating the whole burden on public authorities, e.g. “Adopt a brick of the public library” kind of campaign
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identify and vet potential programs and then negotiate a contract in which
the government agrees to repay investors if the selected nonprofit service
providers achieve specified social outcomes. A dedicated SIB intermediary
can play a valuable role in these initial stages. After a contract is secured, SIBs
would work as follows (see figure 1):

FIGURE 1 SOCIAL IMPACT BOND MECHANICS 2
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1 An intermediary issues the SIB and raises capital from private investors.
2 The intermediary transfers the SIB proceeds to nonprofit service providers,

which use the funds as working capital to scale evidence-based prevention
programs. Throughout the life of the instrument, the intermediary would
coordinate all SIB parties, provide operating oversight, direct cash flows,
and monitor the investment.
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