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Part | - Highlights from the Report

Overview of the Commissioning Better Outcomes Fund
The CBO Third Evaluation Report

Part Il - Panel discussion James Ronicle Neil Stanworth Eleanor Carter
Ecorys ATQ Consultants The GO Lab

Discussion around three core SIB themes:
Moderators

1. Design: How SIBs can vary in design, and the need to align their design to
one's aim.

2. Delivery: The factors that influence delivery of SIB projects

3. Impact: The emerging evidence on the benefits of using a SIB model

Andreea Anastasiu Ernesto Oyarbide-Magafa
The GO Lab The GO Lab
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Context setting: The Commissioning Better
Outcomes Fund

Philip Messere - Funding Manager at the National Lottery
Community Fund




CBO SIBs (& OBCs)

£40m lottery funded programme launched in 2013
England Health, Educ., Environment and charitable
Test & learn programme — what works/what doesn’t
Aim: to grow the market in SIBs and other OBCs

4 Objectives:

Commissioner engagement and upskilling

Early intervention for least able to access services
New investment to fund (primarily VCSE) delivery
Impactful Learning by evaluation & shared learning

G

COMMUNITY
FUND



CBO SIBs (& OBCs)

24 full awards to projects

271K People engaged in services delivered

190 VCSE engaged with 92 paid mainly for delivery
54 commissioners have paid for outcomes

9 retail investors — main 3: Bridges, C&W, Bl @

COMMUNITY
FUND
Policy areas
— Health (9), Social Care (8), Employment (5), Youth (2)
Geography

— London 10, Midlands 4, South West 4, North 4, South East 2



SIBs can serve multiple purposes

* Help VCSEs engage with PbR contracts

* Build cross-sector relationships:

* Reduce financial dependency on TNLCF i

* Create learning {@COMMUNITY
* Strengthen VCSE resilience FURD

* Innovation - interventions trialled

 Generate income to all stakeholders where successful
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Key findings from the Commissioning Better
Outcomes Third Update Report

James Ronicle - Director at Ecorys UK

Neil Stanworth - Founding Director at ATQ Consultants
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Introduction: Commissioning Better Outcomes
Fund Evaluation

Part 1: SIBs — The Metamorphosis: Comparative
analysis of nine SIB models

Part 2: CBO performance 2014-2018
Part 3: Benefits and disadvantages of SIB model



A Answering @
EE(:‘:’F!P"ES L?gﬁgaggg; Cvﬁms&omﬂq@;) ‘::::!‘A{T‘:! Cf"QN“JNrTY

Better OllC?("r‘S Consultants FUND

today

Introduction: Commissioning
Better Outcomes Evaluation




ECORYS A

Commissioning Better Outcomes Programme

 Funded by The National Lottery
Community Fund

* Outcomes Fund: Provides up to
£40m to provide ‘top up’ outcome
payments to locally-commissioned
SIBs & other outcomes-based
contracts

 Funding from 2013 - 2024

 Funded 21 projects
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Commissioning Better Outcomes Programme

Policy sector

Health

Child and family welfare
Education

Employment and training
Homelessness

Stage of development

B |mplementation
u Complete
B Service delivery complete
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CBO Evaluation

Advantages and disadvantages of .
commissioning a service through a SIB Project Level Programme Learning &
model; the overall added value of using a SIB
model; and how this varies in different

Level Dissemination

contexts s ) i - A i g A
Challenges in developing SIBs and how these 9 In-Depth Reviews Outcomes analysis A eporte
could be overcome . ) . ) . )
The extent to which CBO has met its aim of 4 ) e ) T ( A
grOWing the SIB market in order to enable | Cost effectiveness analysis Stakeholder Surveys Learning Events
more people, particularly those most in need,

§ J u J \ J

to lead fulfilling lives, in enriching places and
as part of successful communities. It also
explores what more The Community Fund
and other stakeholders could do to meet this
aim.
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Aim
To objectively ‘map’ different SIB models, and [ Sl dfliE Rl e=re):

compare their development against their originz An innovative partnership between private and/or socially

conception . . minded investors, commissioners and non-profit service
2 frameworks as starting point: providers, often coordinated through SIB specialist
e GO Lab SIB dimensions organisations, to tackle deeply ingrained social problems

. ..
SIB original concept (Fraser et al) Improved social outcomes for service users and cashable
P

Payment linked to outcomes Nature of capital SaVingS for CommiSSionerS;
Financial risk transfer from the public sector to investors;
Pymeqipade I dent and at- . . . . q
o o e e rigorous evaluation to ensure that improvements in social

= outcomes are measured and attributable to the SIB-

e financed interventions; and
— E— Return on investment to investors dependent on

s : e ol -

mamgenen 5 achievement of outcomes.

managerial pursuit of performance legal form or asset lock




The SIB
hexagon
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Finding: Some of the original
concepts have ‘held true’,
others less so

* Payment based on outcomes: Two-thirds of the families
attach 100% of payments to outcomes. In 3 commissioners
also

* Validation approach: Only 3 estimate attribution in payments

* Shielding provider from financial risk: In majority (5) provider
is fully shielded. Out of other 4, in 3 provider paid on
engagements; in 1 have to repay loan if under-performance

* VCSE delivery: All in-part had VCSE delivery, though public
sector organisations also involved

* Performance management: More performance management
in all. In most (5) done by external organisation

* Invest to save: Most have strong invest-to-save focus, though
in only 1/3 is this built into payment model

Average CBO in-depth review family

Degree to which SIB is built
on an invest-to-save logic

Degree of additional
performance management

Proportion of payment
predicated on outcomes

Extent towhich VCSEs are
involved in contracted
delivery

Degree of counterfactual
rigour in outcome
measurement

Extent towhich provider is
shielded from financial risk
by social investors
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But they’re all different....

SIB dimensions for all projects that feature as in-depth reviews

s \N 3 YS 10 WelINESS e Roconnections s MHEP s HCT — /| 7

s PP v Be: the Change e EQLC| [ | AF

Proportion of payment
predicated on outcomes

Degree to which SIB is built on Degree of counterfactual rigour
an invest-to-save logic in outcome measurement

Extent to which provider is
shielded from financial risk by
social investors

Degree of additional
performance management

Extent to which VCSEs are
involved in contracted delivery



ut they’re

all
ifferent....

Figure 2.5: SIB dimensions for each of the CBO in-depth review families at launch
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Their ‘shape’ is affected by a wide range of different factors

It is important to be
aware of the different
SIB ‘shapes’, and be
sure you are designing
your SIB shape to suit
your own context

Perceptions &

motivations

Motivation to replicate
SIB model influences
whole design (focus on

Resources willing to
spend

Fewer resources = more
engagement payments to
reduce cost of capital

keeping it simple) to-savelogic

Stakeholder belief that tole of PbR
to drive provider performance [
rather than achieve outcomes =

more engagement payments

Perception that
providers should
have ‘skinin the
game’ = less
shielding

Motivation to use SIB to
improve delivery =
stronger performance
management

Degree to which
SIB is built on an
‘invest to save’
logic

Level of additional
performance

Importance of SIB ‘washing its

More important =
stronger invest-

Fewer resources = lower rigour

Commissioner

Importance of only
paying when
outcomes achieved

pressures

face’

More important =
more payment on
outcomes

Le

More important =

more payment on
outcomes

More important =
more rigorous outcome
measurement

predicated on

More evidence =

Contextual
pressures

Strength of
evidence base

Degree to

Proportion of payment]

outcomes

management

Initial SIB
conception Degree of
counterfactual
rigour in outcome
measurement

—

Extent to which
provider is shielded
from financial risk
\from social investors

Extent to which VCSEs
are involved in

contracted delivery

Source: Ecorys & ATQ (forthcoming). CBO Evaluation: 3" Update Report

less rigour ] Data - which
availability No. of §ew|ce outcomes are
ss availability = providers cashable
less rigour
Degree to which
[ outcomes are |
Harder to measurable Multiple service
measure = more providers = external
engagement 1 performance
payments Hard;crto Measure = management
T ess rigour T
More cashable =
stronger invest-
Lower appetite = |nvest0r to—sa\{e logic
more engagement
- pressures

Financial risk
appetite

Lower appetite =
less rigour

Lower appetite =
less shielding of
provider risk

Higher appetite =
less shielding



Is this a good or a
bad thing?

 We would say good thing:
Taking the original concept
and adapting it to different
contexts

But important the SIB ‘shape’
is actively debated and
designed to suit stakeholder
needs

Need an update on the SIB
narrative: What they are and
what they are for

SIB original concept

An innovative partnership between private

and/or socially minded investors, commissioners

and non-profit service providers, often
coordinated through SIB specialist organisations,
to tackle deeply ingrained social problems

Improved social outcomes for service users and
cashable savings for commissioners

Financial risk transfer from the public sector to
investors

Rigorous evaluation to ensure that
improvements in social outcomes are measured
and  attributable to the  SIB-financed
interventions

Return on investment to investors dependent on
achievement of outcomes

SIB reality

An innovative partnership between primarily
socially-minded investors, commissioners and
non-profit organisations, often coordinated
through SIB specialist organisations, using their
different skillsets and ability to use their funding in
different ways to tackle deeply ingrained social
problems

Improved social outcomes for service users, which
are likely to reduce future costs to the public
sector (though not necessarily the commissioner)
and may in some cases produce cashable savings

A sharing of financial risk between the public
sector, voluntary sector and investors

Higher standard of outcome measurement than is
typically seen in fee-for-service contracts

Return on investment to investors dependent on
provider performance, including ability to engage
service users and achieve outcomes



Designing
SIBs to align

Create preventative service funded through
savings

Prop ortion of payment
predicated onoutcomes

Degree of counterfactual
rigourin outcome
measurement

Degree towhichSIBisbuilt on
investto-sawve logic

Extent to which provideris
shielded from financial risk by
sodal investors

Extent to which VCSEsare
involved in co ntracted
delivery

with their

policy

objecives

Prop ortion of payment pred icated

investto-sawe logic

Degree of additiond performance
management

Extent to which VCSEsare involved
in contracted delivery

e improved performance & accountability

outcome measurement

Scale up intervention through releasing
funds from savings

Prop ortion of payment
predicated on outcomes

Degree of counterfactual
rigourin outcome
measurement

Degree tow hichSIBisbuilt on
investto-sawe logic

Extent to which p rovideris
shielded from financial risk by
sodal investors

Degree of additiond
performance management

Extentto which VCSEsare
involved in contracted
delivery

on outcomes Prop ortion of payment
5 predicated on outcomes
4
4
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on invest-to-save | ogic

Degree of additiond
performance management

Extent to which p rovideris
shielded from financial risk by
sodal investors

Extentto which VCSEsare
involved in contracted
delivery

Draw on expertise from investors or IFI\f_l

Extent to which provideris
shielded from financial risk performance management
by sodalinwestors

Shift financial risk to the private secto

Prop ortion of payment
predicated onoutcomes

4
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on invest-to-save | ogic
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rigourin outcome
measurement

Extent to which provideris
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Degree of additiond
performance management
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delivery

S .. )
acilitate collaboration

Prop ortion of payment
predicated on outcomes

Degree of counterfactual
rigourin outcome
measurement
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rigourin outcome
measurement
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on invest-to-save | ogic
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CBO performance

Performance
generally lower than
originally expected
Mainly because of
lower referrals, which
in turn affects
outcomes
Unrealistic
forecasting or under-
delivery? Most is
unrealistic
forecasting due to
optimism bias

CBO performance 2014 - 2018

Data available Engagements

o 0 o
IIIl 13 live projects ?T&;\ Average 66% of forecast
as at March 2022 (range 171% - 28%)

%1 project exceeding Outcomes

outcome expectations Average 57% of forecast

<3 projects at or close (range 111% - 14%)
to expectations

<9 projects more than Outcome payments

25% below expected £6.9m total (77% of expected)
outcomes * Local commissioners £4.7m (77%)

= CBO£2.2m (78%).
Median per project £196k
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Basis of analysis

* Performance and characteristics of projects on which we had completed a
second (mid-point) review

* Three published reviews (Ways to Wellness, MHEP, West London Zone)

 Two unpublished reviews where we had completed most or all qualitative
fieldwork

* Detailed analysis of issues from process evaluation

* Overall summary in RAG form
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Main benefits of SIB/SOC model

 “Better” performance management due to:
e Specific funding of an enhanced level of performance management
 The incentive to greater and more regular scrutiny of performance that
comes from a focus on outcomes
* Improved application of data and systems
* Flexibility to:
 adapt delivery to user needs
* renegotiate and change contract terms
e Qutcomes focus and culture among providers
* Greater social impact
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Strong evidence -
Main benefits of SIB/SOC model Some evidence

Little/no evidence

Funded
external PM

Data and
systems

Outcomes
culture

Greater
impact
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Main disadvantages of SIB/SOC model

 Underperformance creates tension between stakeholders
* Especially between investor and provider
* Qverestimation of performance in business cases
* Consistent optimism bias
* Applies more to referrals/user engagements than outcomes
* Adverse implications of risk-bearing by contract parties
* For providers whose funding links to outputs or outcomes
 For commissioners who are asked to pay more or more up front than
first promised
e Commissioner engagement challenges
* From management churn
* From reorganisation
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Little/no evidence -
Main disadvantages of SIB/SOC model Some evidence

Strong evidence

o ---
Commissioner

risk

Commissioner

engagement
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Conclusions

SIBs come in many different shapes and
sizes, and it is important their design aligns
to the policy objective

Social impact bonds have evolved away from their
original concept. We see this is a good thing, as they
have been adapted to suit different concepts. However,
it is important that people are aware of what they’re
buying: That they don’t think they have a ‘textbook’ SIB
when in reality they don’t.

It is important that assumptions are
robustly tested during the design stage:

The CBO projects have had varied success against their
original outcome projections. This is largely because
their designs had high levels of optimism bias, often

because the SIB design was being ‘sold’ to either local
commissioners or TNCLF. It is important that
assumptions are robustly tested during the design
stage

Stakeholders in the projects we have
reviewed were of the view that they
achieved more outcomes, and greater social
impact

This is due to stronger performance management that
was built into the SIB mechanism, and the impetus
provided by linking payment to outcomes. It is arguable
that better and stronger performance management could
be funded and built into any contract, but the evidence
suggests that it tends not to be. It remains, however,
challenging to prove objectively that a SIB works better
than a conventional contract
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CBO Progress to date

« 24 projects — (target 20) — 15t Birmingham 2014

« 267K service users achieved outcomes

« £83m savings achieved

« £32m delivery contract costs (88% costs)

«  £34.6m outcomes payments (77% plan) X
« £14.4m invested by 9 investors incl. 3 VCSEs

« SIB income equals SIB spend across programme

« (CBO 24% all outcomes paid to June 22

COMMUNITY
FUND

« CBO extended to 31/3/24 to allow 7 projects to run
for up to an extra year to offset impact of Covid
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