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Development Impact Bonds

Impact Bonds 
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Defining Elements of SIBs 
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Public Sector Social Impact Bonds

Social Impact Bonds

, 
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SIBs are procurement contracts, 

generally issued by government, that enable the delivery of some social service intervention, bundling 

together design, delivery and project finance. The contract payment structure is based on the 

contractor’s achieved outcomes, as opposed to the undertaking of some specific programming or service 

output, requiring a mutually agreed upon evaluation methodology, which may involve an independent 

external evaluator and/or a control group to help isolate the impact of the intervention. Private 

investment is used to finance the project, with investors facing at least some repayment and return risk 

contingent on the outcomes achieved. SIBs deliver preventative social services such that the intervention 

prevents some negative social outcome from occurring.4 
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self-funding Social Impact Bond.  
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publicly funded, publicly 

financed, publicly delivered, and publicly controlled 
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Social services

social benefits
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publicly funded

 

publicly funded delivered

conventional procurement model
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private financing
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Public-Private Dimensions of Social Service Delivery Models 
Delivery Model Private Sector 

Delivery of Service/ 
Operations? 

Private Project 
management design 
and 
implementation? 

Private 
Financing? 

 

Payment based 
on outcomes 

 

Reliance primarily on 
Private Funding? 

 
Public Delivery 
 

Conventional input or 
output based 
contracting 

Pay by Results11 

Human Capital 
Performance Bond12 

‘Public Sector Social 
Impact Bond’13 

Social Impact Bond 

Fully Privatized Social 
Service 
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social public expenditures

in kind 

social services
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Inputs

• Resources 
used to 
implement 
intervention

• Ex.: physical 
assets, paid 
and unpaid 
human 
resources, and 
knowledge 
generated 
through 
research and 
development 
activities.

Processes

• Service 
delivery 
process 
/technology 
that combines 
program 
inputs to 
produce 
outputs.

• Ex: competing 
models, 
combinations 
of 
interventions. 

Outputs

• Process 
measures and 
operations 
completed 
within a given 
timeframe.

• Ex.: number of 
clients, 
households, 
or 
communities 
that receive 
intervention; 
reduction in 
wait times.

Outcomes

• Achievable 
targeted 
program 
objectives of 
inherent value 
to clients 
served.

• Ex. reductions 
in recidivism, 
formerly at-
risk children 
living safely 
with their 
family, 
sustainable 
employment 
for previously 
unemployed 
workers. 

Social Impact

• Desirable 
long-term 
widespread 
societal 
change.

• Ex.: lower 
crime rates, 
improved 
educational 
attainment, 
fewer 
households 
living in 
poverty, 
reduced 
unemploy-
ment rate.
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Procurement 
Contracts

Performance-
based Contracts

Pay-by-Results 
/Success or 

Outcomes-based 
Contracts

Social Impact 
Bonds
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Social Determinants of Health
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self-funding SIB
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fiscal economic social

Fiscal

economic

Social

Probability (or 
degree) of 

positive 
impact

Cost savings 
per sucessful 

outcome

Expected Cost 
to 

Government 
of SIB

Net expected 
savings 
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Cost Benefit Analysis Guidance for Local Partnerships

Cashable Fiscal Benefits: 
Direct Costs reductions by 

governments that are 
quantifiable and identifeid 

in a governmetn budget 
line.

Economic Benefits: Non-
cashable fiscal benefits, 

Realized Economic 
benefits, Earnings and 

Economic Growth.

Social Benefits: Other 
forgone wider gains to 

society.

Public 

Value 

Benefit 
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Washington State Institute for Public Policy Benefit Cost Model Results 

Total 343 76% 21% 57% 28 75% 53% 4.24 1.18



www.manaraa.com

 

 

intermediary transactions 

coordinator project manager.35



www.manaraa.com

 



www.manaraa.com

independent assessor evaluation advisor

evaluator

validator
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Measures of SIB Activity, by Sector 

All Sectors 100 115,968  $358.5 1,148 $4.3 62 
 

 



www.manaraa.com

 



www.manaraa.com

All SIBs 100 115,968 $358.5 1,221 $4.3 

0%

50%

100%

150%

2013 2014 2015 2016 2017

SIB Growth Rate Metrics

# of SIBs # of Participants Total Investment ($USM)
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rate card
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SIB Guide for State and Local Governments 
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Investor Outcomes, for SIBs Launched Prior to 2016 
Completed and Terminated Projects (with results reported) 

All Other SIB Projects 
 

Total number of projects initiated prior to 2016 
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Unweighted Average Investor Rates of Return 
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Unweighted SIB Average Investor Rates of Return, Conditional on Outcome Status 

Max aggregate p.a. 
interest rate28 

Max. p.a. 
return 

Expected/ 
Target return 

# 

Completed and Terminated SIB Projects (Publicly 
reported) 

 
Other SIB projects 



www.manaraa.com

     

All fully repaid SIBs, and those with potential for full 
repayment to investors 

25.9% 11.6% 7.9%  

 
All SIBs completed with zero or only partial 
repayment status, or unknown payment status 

 
10.9% 

 
7.4% 

 
5.2% 

 

     

Average 17.7% 8.8% 6.0%  
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Privatization Evidence 
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Private Sector Innovation Evidence 
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accounting manipulations

gaming responses

marginal misallocations

cream skimming parking
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Active Labour Market Programs 
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Healthcare 
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International Development 
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Gaming in SIB Initiatives 
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prison industrial complex
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public private partnerships
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quality shading
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Corporate Social Responsibility
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moral hazard

B

adverse selection
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Cuyahoga County Partnering for Family Success Pay for Success Program Investors 
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Partnering 

for Family Success Program 
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Duo for a Job 

Junior Code Academy

Juvenile Justice Pay for Success Initiative 

Increasing 

Employment and Improving Public Safety
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Eleven Augsburg

NYC ABLE Project for 

Incarcerated Youth Utah High Quality Preschool Program One Service
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reciprocity
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participation impacts outcome fairness,  

process fairness
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strong reciprocity
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Organizations, by type, Participating in Social Impact Bonds, as of January 2018 
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Kippy, 2013
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nondistribution constraint

fair compensation constraint 

Demand side advantages 
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Supply side advantages 
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outcome fairness,
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relative cost critique
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public goods  

public finance
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Machiavellian
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ceteris paribus.
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Institutionalist Political Economy
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reductionist

functionalist
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varieties of capitalism
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Monthly Review

finance-monopoly capital



www.manaraa.com



www.manaraa.com

 



www.manaraa.com



www.manaraa.com

varieties of capitalism  
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Percentage of Employees with Collective Bargaining Coverage 
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Social Public Expenditures as a Percentage of GDP 
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OECD Stat

Dataset on the Size and Sectoral Composition of National State-Owned Enterprise Sectors

Percentage of the Labor Force Employed in Public Corporations  
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Average Annual GDP Growth Rates  
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Pay for Success
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All SIBs 14% 10% 9% 1% 11% 19% 36% 
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