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Gail Gibbons
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Website: www.sheffieldfutures.org.uk

Twitter: @Shefffutures

Facebook: Sheffieldfutures

• 3 year 2015-2018 Youth Engagement Fund SIB
supporting young people aged 14-17 into
positive education & employment outcomes–
commissioned by Department Work &
Pensions/Cabinet Office/Ministry of Justice

•

3 year education & employment programme
2018 – 2021 for Sheffield Care Leavers aged 1724 - all come from the Leaving Care Team
Personal Advisers.

• Mentoring support given to young people in
school and to successfully transition to post 16
education, training or employment; employer
engagement for those transitioning into work

•

One of three SIB projects funded through the
Department of Education Social Care Innovation
Fund - commissioned through Sheffield City
Council

• 1,319 young people supported over the life of
the project

•

100 care leavers supported by dedicated
Transitions Coach. PAs remain as lead worker

• Futureshapers Ltd established as a SPV –
owned by four investors – Big Issue Invest, Key
Fund, Montpelier Foundation, QBE

•

Two investors – Big Invest Invest (80%) &
Sheffield Futures (20%) – SPV owned by
Sheffield Futures.

• £4.5 million fund allocation - £3.1 million
delivery budget

•

£1.3 million fund allocation - £700k delivery
budget

• School attendance, attitude & behaviour
outcomes; qualification outcomes;
employment outcomes

•

Volunteering & work placement outcomes;
education, vocational & employment outcomes;
speech & language screening; soft outcomes e.g.
feeling safe, money management

Future Shapers Learning

Project Apollo Actions

•

Evidence based delivery model demonstrated
impact

•

Refined the model based on what worked

•

The SIB delivery approach was challenging for
some staff

•

Elements of the approach have been embedded
into other services; internal communication was
robust

•

The model was resource intensive in terms of
management time; data analysis;
performance monitoring etc.

•

This was accounted for in the planning for the
new SIB

•

Good partnership working with external
providers e.g. schools was critical

•

Strong partnership arrangements set up in
advance – close working relationship with the
SCC Care Leaver Service

•

Provider commitment to impact &
investment

•

Sheffield Futures co-investing- SPV – Apollo Ltd owned by Sheffield Futures

Social Impact Bond
Public Employment Service
Flanders, Belgium
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Social Impact Bond

1. New Public Private Partnerships
2. Pre-financing from private investors
Risk and task outsourcing

Investing in risk-holding, alternative, innovative
methodologies

3. Strong partnership between investor and
service provider

SIB implementation
SIB is a new financing mechanism,
complementary to the traditional forms of financing
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Finland’s EU Presidency, Economy of Wellbeing
and Social Outcome Contracting
Mika Pyykkö, Project Director
Impact Investing
GO Lab Social Outcomes Conference
September 6, 2019

Finland’s EU Presidency, Economy of Wellbeing
and Social Outcomes Contracting
- EU perspective
- Economy of wellbeing means that wellbeing and the economy are closely intertwined and mutually
reinforcing
- Identifying the links between wellbeing and the economy enables both security and economic
growth.
- SOC one way to implement the idea of economy of wellbeing -> The Advisory Platform for Social
Outcomes Contracting by EIB Group

- Domestic perspective
- Programme of Prime Minister Rinne’s Government (6/19); The government
- will boost the economy of wellbeing by investing in measures that foster people’s health and wellbeing and
reduce their need for services
- will assess the health and wellbeing impacts of decisions comprehensively and make prevention and treatment of
chronic diseases more effective. New low-threshold services in lifestyle counselling and prevention will be
introduced

Attitudes and expectations concerning SOC
- EU perspective / survey 4/19
– Experts who know the concept see the potential of social outcomes contracting
– Concept not yet widely known yet
– The possibilities are currently not utilized due to legal uncertainty and lack expertise as well as lack
of political support and funding
– There is a growing interest and need for social outcomes contracting

- Domestic perspective / survey 5/19
– Great interest to pilot SIB
– Utilize implementation, which would not be possible without this approach
– Special focus on prevention

Next steps
- EU perspective
– Ecosystems for Wellbeing – Social Outcomes Contracting Platform Seminar Sep 19-20 in Helsinki
– Proposal: Catalyzing the Development of Social Outcomes Contracting in Europe
– EU-wide support programme under the European Investment and Advisory Hub (“EIAH”)
– Etc.

- Domestic perspective
– Altogether nine SIB/EIB projects underway or set for launch
– Lot of interest concerning outcomes/impact driven measures
– Plan for establishing Impact Investing Competence Centre

Social Outcomes Conference 2019
@rubenkoekoek
15 SIBs in the Netherlands, a hype or
irreversible transformation?

WHAT WE DO – WE CREATE INNOVATIVE AND EFFECTIVE SOLUTIONS
T O G E T H E R WI T H G O V E R N ME N T , L O C A L A N D N A T I O N A L , I MP A C T I N V E S T O R S , B A N K S , P H I L A N T R O P I S T S , A N D S E R V I C E
PROVIDERS

FO U N D I N G PA RT N E RS
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SIB OVERVIEW IN THE NETHERLANDS
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Thank you!

CONTACT
ruben.koekoek@socfin.nl
+31 (0)6 51345642

rob.peelen@socfin.nl
+31 (0)6 13491932

The SIB market in France - snapshot
6 SIBs running
1 SIB successfully complete
3 in structuration
5+ in preparation
9.8M€ invested from 400k to 3M€

4 SIBs on employment
1 on foster care
1 on vocational agricultural education
1 on energy retrofit of affordable housing
Payors from the central government and
2 local authorities
1 national agency

Investments in SIBs in France
Affordabl
e
housing
35%

Educatio
n
9%

Employ
ment
33%

Family
23%

National momentum of SIBs 2.0
Working group of practitioners settled by the government produced recommendations, including on:

•
•
•
•

Conditions to select projects for SIBs
Launch of an outcome fund
Creation of a lasting expertise center to back the fund and capitalize on experience
Mainstream the contracting process and produce a template of contract

Announcement on September 17th.
Soon available on https://iilab.fr:

• a methodological guide to develop SIBs
• an analysis of the feedback from various actors on the first wave of SIBs in France

France and international achievements
• First Pact for Impact Summit held in Paris on July 10-11
and manifesto of the alliance for a social and inclusive economy
Access on:
https://pact-for-impact.org/manifeste/

• 2019 G7 declaration “FINANCING FOR SUSTAINABLE
DEVELOPMENT” mentioning impact investment as a key
enabler and DIB as a promising tool
Access on:
https://www.elysee.fr/en/g7/2019/08/26/official-documents
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Making markets for outcomes in UK
employment support provision
September 2019
Dr Eleanor Carter
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Markets in context
Across the OECD there is consistent support for marketised, outsourced delivery of
employment support programmes…
but there is considerable variation in how states configure markets.
Public Service “Quasi-markets” (Le Grand, 1991). Artificial markets must be made
and managed.
1. Choices for policy makers who are now ‘market stewards’
2. Variation in type of markets can be manipulated…
“depending on how information, contracts, and demand are shaped, the incentives that producers face in the
delivery of services may promote attention to the buyer, or to the user, or even give new producers the scope to
follow their own interests” (Gingrich, 2011, p. 9).

3. This has implications for the relationship between service users, state and
providers, with potential consequences for the nature of supports provided
(Wiggan, 2015).
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Reflections
Different quasi-market formulations exert different pressures and incentives on the
allocation and production of services.
…Service provision may respond and shift the consequent outcomes experienced by
programme participants.
Analysis suggests the promises of innovation and performance improvement allied
to the provider-directed Work Programme are not met.
Employment and earnings outcomes are significantly and sizeably lower for the
Work Programme than for Work Choice.
Work Choice – which leans towards a provider-directed arrangement but retains
important levers for both the state- and user- preferences – emerges as an
important mediator of programme participant experiences.

Market design in complex social services
Liam Sloan

Social Outcomes Conference, September 2019

Introduction
• My background: journalist, government outsourcing, B2B outsourcing
• Practitioner experience across employment services, criminal justice, youth projects and healthcare
• Longstanding interest in challenges around Government contracting and public service quality
• Research project and dissertation for my Executive MBA at Warwick Business School
• Access to practitioners on both commissioner and client side
Interviewees:
• Commissioners: DWP, MoJ, Cabinet Office / CCS, NHS England, Combined Authorities, Local Authorities
• Providers: private sector (e.g. G4S,Virgin Care, MAXIMUS, APM, Ingeus) and third sector (CGL, Catch 22,
Addaction, NPSCC, Growth Company)
• Other: What Works, GOLab, consultancies, think tanks

Research context
• Growth in contracting out services from the
1980s under all Governments
• Expansion from technical services (e.g. refuse
collection, hospital laundry, FM) into social
services (e.g. employment services, healthcare,
criminal justice)
• 10 years of controversy, criticism and financial
distress
How can we improve the design of delivery
systems for complex social services to
incentivise the production of high-quality
long-term outcomes?

Key findings about the current paradigm
•

Quality: Commissioners and providers believe quality has been improved and can be improved through
contracting out BUT policy objectives significantly changed through austerity

•

Make or buy decisions: Commissioner decision-making is often resource-based, searching for the right
capabilities to achieve policy objectives

•

Measurement: Quality is often poorly measured, focussed on transactional metrics and compliance.

•

Inflexibility: Once commissioned, contracts are inherently inflexible due to a range of factors.
Inflexibility led to lost innovation and negatively impacted quality.

•

Bounded incentives: Providers are rarely incentivised to innovate or improve quality outside of the
bidding cycle. Incentives are bounded into contracts, rather than operating within longer programmes.

•

Provider selection: There are fundamental information issues in selecting suppliers, with poor
information about quality and regulatory restrictions on evaluating providers’ past performance.

Inflexibility
• Interviewees suggested flexibility was fundamentally important in achieving policy objectives and desired
quality outcomes, but was inhibited and constrained under the current model.
• Procurement regulation and practice: “Serious probity” vs. judgement.
• Local interpretation of regulation and individual leadership: the importance of individual commissioners.
• Fear and risk aversion around change: the fear of legal challenge.
• Commissioner capability: “giving up the intelligent client facility so nobody really understand what providers are
delivering.”

Commissioner: Because of all the requirements on
public service commissioners to demonstrate they are
good stewards of public money, we probably err on the
side of locking things down in a much more prescriptive
way, and they find it very hard to change that because
essentially that was contractually committed…
Now if the public sector was delivering that themselves,
there wouldn’t be any [contractual change control]
mechanism.You would have a conversation, you’d work out
something needs to change, and you would agree to
change it and you would just change it, and you’d carry on
and try to improve it.
But because the relationship is codified into a contract
where we have written in great detail who does what, we
get into these whole messy change control processes, and
often that leaves the provider of the service knowing a
better way of doing it, but not necessarily allowed to
change it because it won’t get paid for that service.That
feels like quite a perverse loop to be in.

Provider: So much is ingrained in the original
contracts, and contracts are often significantly prescribed
at source that as you see opportunities to do things
differently you can’t extricate the things you found to be
wasteful or not effective, you can’t remove those to pay
for the things that you want to do that are going to be
better, because they are enshrined in the contract.
Commissioner: The way I do commissioning, and I
say this in slightly hushed tones even though I’m not in
the office, is I will just get our provider to make changes
and move on – let’s not do it through a contract
variation, let’s just do it because we know what we’re
doing.
Really, we should be doing a contract variation for this,
and an amendment to the service specification blah
blah. But if I do all that, all I end up facing is the
procurement and contracts team, saying “No you can’t
do that, that’s a significant change to the contract.You
could be challenged.” So you can get tied up in knots
doing it overly officiously.

Bounded incentives
• Lack of incentives for providers to innovate during contracts: difficult to make changes, little reward, and
no impact on future payoffs
• Instead, innovation is condensed into bidding cycles where there are clear payoffs
• Consideration of past performance is restricted in procurement regulation (Crown Commercial Services,
2015): there are only weak payoffs for improving quality in flight once you have a contract.
• Contracts rather than programmes: incentives for quality must operate within bounded walls of fixedterm contracts (and PBR is inherently difficult to design well)
Provider: The incentive comes at the point that we
compete. So there’s a bit of ‘we want to get a bit more
efficient in the contract so when we compete again we
will be able to deploy that learning’, but we are not
particularly incentivised within the cycle.

Provider: We definitely invest in quality through bid
cycles, so we do a lot of work in abstract at bid point, but
we peak and trough around bids, and it drops away
through delivery. But one of the reasons for that is that
there is no real room and very little reward for quality in
procurement.

Information issues in purchasing services
• The only competition is at the point of tendering. Delivery takes place within a contractual relationship.
• Providers are incentivised to win contracts through bidding. Ex post threats are weak.
• Social services are can be classified as post-experience goods (Vining and Weimer, 1988): true service
quality can only be determined long after consumption (e.g. social outcomes)
• Low comparability: different commissioner expectations and service specifications
• Commissioner selection thus substantially based on promises of future delivery rather than known
quality, in contexts of high uncertainty.
• In unregulated markets, you would expect purchasers to look at past performance as an indicator of
future performance: this is excplicitly constrained under procurement regulation.
• The delivery system demands presentiation amid extreme contracting complexity, where it is by
definition difficult and incomplete (Macneil, 1974)

The impact on quality
• A weak mechanism for SELECTING quality due to fundamental information issues

• Evaluation based on promise future delivery
• Consideration of past performance restricted
• Quality outcomes inadequately measured so NEITHER buyer nor seller has reliable information about
true quality or what outcomes are actually possible
• Weak mechanisms for DEVELOPING quality due to contractual inflexibility
• Regulation inhibits change
• Local interpretation and application of regulation is variable
• Commissioner knowledge and capability
• Cultural resistance to flexibility
• Lack of trust
• A lack of INCENTIVES for providers to invest in quality
• Future payoffs (future revenues) are not linked to performance or quality
• The low quality provider who produces good bids will systematically achieve higher long-term payoffs
than a high-quality provider who produces poor bids
• This creates risk: normal business activities only weakly influence future income

A cooperation-based model?
• A cooperative contracting relationship is key to quality. For complex services operating in uncertainty,
relational and flexible contracting is necessary
• Regulation: primarily concerned with fair competition… but public service delivery takes place in a
contracting relationship, and regulation is crowding out social / cultural processes that make this work.
• Culture: there is an important role for individual, political and institutional leadership in modelling
relational behaviours. Empowered commissioners deploying resources flexibly.
• Strategic measurement: allows better understanding of quality, provides clarity and agreement on data,
enables each party to recognise each other’s behaviour and evaluate requests for change
• New governance structures? For example, involving providers in planning, dispute resolution
mechanisms, quasi-constitutional arrangements to describe exchange rules and behavioural norms.
• Rewarding good performance / punishing bad performance: removing the hard procurement walls
and bounded incentives to “enlarge the shadow of the future” (Axelrod, 1984) through the prospect of future
payoffs / easier mutual termination for parties who renege.

Recommendations
Increase the value of contracting relationships and incentivise quality and innovation through partnership
Contract structure:
• Longer contracts
• Independent measurement and evaluation of performance
• Roll-over contract extensions for high performance
• Easier mutual termination rights for low performance / unproductive relationships
• Reduce in-contract incentives (e.g. PBR) for simpler fee-for-service models
• Reward high-performance with future revenue by taking past performance into account
• In-flight flexibility as a default expected behaviour and approach
• Open book accounting to provide transparency
Cultural factors:
• Empowered commissioners deploying resources and capabilities to solve public policy challenges
• Measurement across between jurisdictions to identify promising approaches

The importance of measurement
• Post-experience services: quality information comes in late
• Does anyone know if past contracts have been successful? Against what benchmark?
• How do we know if one jurisdiction has a better approach than another?
• Inform and legitimise commissioner decisions (make-or-buy, termination, extension, service specification)
• Build public trust by evaluating commissioner effectiveness, service integration, collective impact, cost and
quality trade-offs: building public trust
• Facilitate commissioner-provider cooperation by providing evidence for flexibility and change requests
• Long-term understanding of service efficacy and comparability

Final thoughts
• These are not markets; they are deals between counterparties
• Provider selection is only the beginning of the value-creation process: the key challenge is how
commissioners then deploy that resource
• The primary condition for quality improvement and innovation is the freedom to change how things are
done, negotiated between the commissioner and the provider.
• Regulation, weak incentives, cultural risk aversion and commissioner capability inhibit relational
approaches
• Closer cooperative relationships such as are already common in B2B supply chains need to be enabled
by cultural change and incentivised by regulatory change
• Relational approaches are particularly important in the local, flexible, ecological approaches to service
provision, with agile networks of providers focusing on a shared objectives

Social Impact Bond
Public Employment Service
Flanders, Belgium
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Social Impact Bond

1. New Public Private Partnerships
2. Pre-financing from private investors
Risk and task outsourcing

Investing in risk-holding, alternative, innovative
methodologies

3. Strong partnership between investor and
service provider
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The project target group: NEET’s

Objectives
• 270 training and matches of NEETs/5 years
• outflow to long-term solutions & aftercare for rest Group
• reduction of the cost of living wages/benefits
• agile young people with correct work attitude & future perspective
• social savings on edge problems NEET youth
• Filling vacancies by NEET youth
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Effectiveness of the applied
approach

VDAB - SIB

NEET’s
Antwerp

Government

+ ROI

Independent
evaluator
Intermediair

Investors
Public
tender

Service
provider

Public
tender

First SIB project in Flanders: Target group: N.E.E.T.’s Antwerp
Integrate the potential of people into the labour marker
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Budget

Independent
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Policy
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Public
Tender
NEET’s

Investors

Service
Provider

First SIB project in Flanders: Target group: N.E.E.T.’s Antwerp
Integrate the potential of people into the labour marker

Lessons learned / Lessons to learn :
Service provider

Provision of Services

SIB is not merely a financial model,
It creates bridges between the investment
world and the social service providers sector

SI
B

Approach VDAB:
Evolved from a search for a Service Provider to a search for a Provision of Services

SIB is a new financing mechanism,
complementary to the traditional forms of
financing
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The right procurement form to choose a Service
Provider or preferably a Provision of Services ?
When and how involve/integrate intermediary
and independent evaluator and their role ?

Budget - Operating Costs
Return on investment?

Federal

Flemish

justice

SIB
health

ir
welfa
employment

finance
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SIB Structuration
VDAB SIB – DECISION TREE – DETERMINING LIST
Social Problem

Objective & criteria

Target group

Subcontractin
g

Subsidy

Partnershi
p
Agreemen
t

Social
Impact
Bond

Project
Proposition

SIB Structuration
VDAB SIB – DECISION TREE – DETERMINING LIST
Social Problem

Objective & criteria

Target group

Project
Proposition

Governemental outcome fund

Subcontractin
g

Subsidy

Partnershi
p
Agreemen
t

Social
Impact
Bond

National outcome fund

European (ESF) outcome fund

Combined outcome fund

Payment by result
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The challenges and benefits of
commissioning impact bonds:
routes to scaling and replicability

Introduction
The study
• Ecorys and ATQ Consultants were commissioned by UK Department for Digital,
Culture, Media and Sport (DCMS) in early 2019
• The challenges and benefits of the process of commissioning SIBs in the UK, and
the potential for replication and scaling
Methods
• A rapid evidence assessment (80 pieces of evidence reviewed)
• 10 case studies, focusing on SIBs that have been replicated or scaled
• Interviews with 17 sector experts
• A workshop with 25 stakeholders

Framing the analysis: the routes to replication and
scaling
Route

Description

1

A commissioner develops and implements several SIBs simultaneously (sometimes
known as a ‘multi-SIB’)

2

A commissioner develops a second or further SIBs sequentially

3

A commissioner emulates a SIB that another commissioner has previously
implemented

4

A provider or other third party develops a SIB which is then promoted to
commissioners (sometimes known as ‘common-platform SIB’)

5

A local commissioner adopts a central government SIB model

6

Centrally-funded SIBs based on a standard rate card

Enablers of replication and scaling
Replicating whole SIB models, a defined intervention or specific elements
•

Wholesale replication of SIBs (“pre-packaged”) including outcomes metrics,
interventions, payment mechanisms, governance structures (route 4)

•

Using a defined intervention/programme that has been used in previous SIBs
(route 3)

•

Replicating specific elements of SIBs (routes 2 and 3). We found evidence of
replication of many elements of SIBs, but particularly:
• Outcomes
• Financial modelling
• Rate cards
• Procurement process
• Contract

Enablers of replication and scaling
Learning from previous SIB commissioning (routes 2 and 3)
•

It is valuable learning from other commissioners – both for similar interventions
and for SIBs

•

Gaining practical insight on managing and running the development and
commissioning process, as well as avoiding pitfalls

•

Importance of peer-learning: informal, face-to-face knowledge-sharing preferable
to reading guidance

•

Specialist advisors also important source of knowledge

Enablers of replication and scaling
Familiarity breeds acceptance (all routes)
•

Easier to engage stakeholders and gain their buy-in as more SIBs are developed
• But clear and accessible data is needed
• Commissioner churn poses a problem

Enablers of replication and scaling
Policy impetus
•

Policy push for SIBs often drives scaling (usually through central government –
route 6)
• Speeds up development because local stakeholders have to work to a
programme’s timescales
However…
• Is it creating an artificial environment?
• What is the added value of the SIB (compared to ‘traditional’ forms of
contracting)?
• Do prescriptive programmes stifle innovation?

Barriers to replication and scaling
Stakeholder engagement (all routes)
•

Managing stakeholders is a key challenge due to ideological or ethical opposition

•

SIB language and concepts can be confusing, making it difficult to communicate
about

Barriers to replication and scaling
Local adaptation is important
•

There are limits to what can be replicated – even common-platform SIBs (route 4)
need tailoring to local context
• Adds time and complexity to development process
• Commissioners want sense of ownership

Barriers to replication and scaling
Commissioner churn (routes 2 and 3)
•

Leads to loss of knowledge about SIBs and how to implement them
• Reduces likelihood of developing SIBs in another service area
• Impacts stakeholder engagement

Commissioner capacity (routes 1, 2, 3 and 5)
•

SIB development can be intensive

•

Can be difficult to transfer knowledge

•

Cuts to local services leads to insufficient back-office support

Barriers to replication and scaling
Lack of transparency on impact (routes 3, 4 and 5)
• Makes it difficult for others to build the business case (what is the added value
of a SIB?)
• But sector experts argue there is data available –
• So do commissioners need help finding such data?
• Does that data need to be more consistent?

Barriers to replication and scaling
Market development and capacity (routes 1, 2, 3 and 5)
•

Smaller providers might not have the capacity to engage in the SIB market

•

SIB language might deter them

•

Investors might already have a preferred provider (or vice versa)

•

Commissioners might not be strong at developing the provider market or
structuring contracts to encourage smaller providers
• Meaning there isn’t a well-developed local provider market which could stifle
replication

So which routes are more effective?
•

Routes which support replicating particular interventions (Route 2) or whole SIBs
(Route 4)

•

Policy impetus (where there is a central government push – Route 6) is an
effective route to scaling
But there are no ‘silver bullets’!

What does this mean for policy?
•

Engaging stakeholders and gaining buy-in is key: changing the narrative of SIBs
(to a focus on outcomes) might help to secure their buy-in

•

Improving the consistency and availability of data on impact may encourage more
commissioners to take up SIBs

•

Increasing commissioner capacity is important – targeted development support
funding could increase capacity

•

Making it easier for commissioners to know when to use, and find, guidance

•

‘Sector champions’ to spearhead the development of SIBs in particular areas or
support local market-building

Thank you

Can we mainstream outcomes-based contracts?
Lessons from history
Neil Stanworth

A question

When and in what circumstances
was payment by results
first introduced in the UK?

A hypothesis
• Local decision makers will only embrace
outcomes – based commissioning at scale if and
when
• They do not see it as a top-down initiative
• They have safety in numbers
• They perceive that it delivers value for
money

Example 1 – local government contracting out
CCT
Phase 1
Blue
collar

198
0

CCT
Phase 2
Blue
collar/
leisure

VCT
‘Best
White Value’
collar Regime

Local discretion –
no rules

1988-9

1996 1997

2010

Ideological compulsion

Strong
encouragement

Minimum interference

CCT did not drive outsourcing quickly
Ideological compulsion

Strong encouragement

1991

70%
by volume

1997
84%
by value

In-house

56% by
volume

71%
by value

Private

Source: Patterson, A. and Pinch, P.L. (2000) Public sector restructuring and regional development: the impact of compulsory
competitive tendering in the UK

…but the sector grew strongly through
the 1990s/2000s
Size of the
Public Services
Industry - £bn

Source: Oxford Economics for the Public Services Industry Review : Understanding the Public Services Industry: How big, how
good, where next? A Review by Dr. DeAnne Julius CBE, July 2008

And LG contracting out continues to rise
60.0%

Local government spending on external contractors

50.0%

As %age of procurement spend
40.0%

30.0%

As %age of total
spending

20.0%

10.0%

0.0%
Jan-06

Jan-07

Jan-08

Jan-09

Jan-10

Jan-11

Source: Local Government Finance Statistics, ATQ analysis

Jan-12

Jan-13

Jan-14

Jan-15

Jan-16

Jan-17

Example 2 – Shared services
“ A new Shared Services approach is
needed to release efficiencies across the
system and support delivery more
focussed on customer needs. Technology
now makes this far easier than ever
before”
Transformational Government
The Cabinet Office 2004

Shared services have accelerated after a
slow start
700

Total number of shared services
arrangements

600

626

500

400

324

300

200

141

100

87

0
2004

2005

2006

2007

2008

2009

2010

2011

2012

Source: Local Government Association Shared Services Map, ATQ analysis

2013

2014

2015

2016

2017

2018

2019

So where are we with OBC/SIBs?
2015/16
2018 /19

2017

Key stakeholders believe
that we are nearing the
end of the SIB hype cycle,
…………….However, the SIB
landscape is not yet at the
‘Plateau of Productivity’,
where mainstream
adoption starts to take off.

Source: Ronicle et al. Commissioning Better Outcomes Fund Evaluation, 2nd Update Report (Forthcoming)

Some tentative conclusions
• Local authorities are (in general) not early adopters
• LAs adopted outsourcing when they were good and ready
– and were generally resistant to central pressure
• Shared services took time to take off but are now being
more widely adopted as the benefits become clearer
• Many such initiatives are not primarily cost driven
• OBC may well follow a similar path

ASEAN 4.0: STRENGTHENING ENVIRONMENTAL
GOVERNANCE IN THE ASEAN REGION
ENVIRONMENTAL SOCIAL IMPACT BONDS SCALE BETTER

Mohsen Gul, University of Oxford/ University of Nottingham
Ehsan Gul, UNDP Asia Pacific

Social Outcomes Conference
6 September 2019

ASEAN REGION AT CROSSROADS

28% (57 million)
Disproportionately vulnerable to environmental shocks

11% by 2100
Climate Change could reduce region’s gross GDP
OECD- golden opportunity to leapfrog over the
polluting and resource-inefficient technologies of
more-developed countries
ASEAN strategy on strengthening Fourth
Industrial Revolution

HOW IS SOCIAL DIFFERENT FROM ENVIRONMENT?

Investment opportunity
range of USD 2,650 billion
to USD 3,000 billion
between now and 2030
(UN Environment)

Despite the vast scale of
green investments needed,
it is important to note that
many of the foundational
elements to deliver against
this opportunity are already
in place

CAN ENVIRONMENTAL IMPACT BONDS HELP?
2016 - US’s first EIB to manage storm water through the
installation of green infrastructure

‘Monetisation of future cost savings is a
staple of environmental finance’ and
therefore well served by an impact bond
where ‘investors are paid a return based
on the amount of cost savings generated
by a particular project’
(Nicola, 2013, p.14)

Social Impact Bond

Environmental Impact Bond

Focus on social systems

Focus on ecosystems

High social measurement design
challenges

Low environmental measurement design challenges

Necessarily focus on human subjects

Narrow focus to basic scientific laws or
correlations

Host of ethical and practical issue

Limited from measuring environmental impact

Off the shelf measures do not exist for
many of the social outcomes

Exist a range of standardised tools and methods for
environmental monitoring and evaluation

Rely on government as the primary
source of payments

Generate revenue streams that are independent of
government payments, such as timber, water, fish
stocks, and carbon for voluntary markets

Relative limited replicability and
standardization

Environmental focus of EIBs also increases the
likelihood of successful standardisation

HOW IS IT
DIFFERENT FROM
SOCIAL IMPACT
BONDS?

CAN ENVIRONMENTAL IMPACT BONDS ACHIEVE SCALE FASTER?

SIBs can ‘achieve
scale’, but there are
reasons to expect
that EIBs might do
better in this regard

Possible that the initial
advantage of an EIB will
not be overall fiscal
savings

Causal relationships
between intervention
and outcome are
more likely to hold
across a range of sites
Redistribution of risk
away from outcome
funders and the
encouragement of
innovation, as well as the
long-run savings if the EIB
is successfully
standardised and
replicated elsewhere

BUT, IS IT RISK FREE?

Like any funding model, impact bonds have risks and limitations
High transaction costs involved in establishing an impact bond and monitoring and
evaluating outcomes
EIBs might not result in long-term solutions to environmental problems, because payment
is triggered by short-term outcomes which won’t always be long lasting
Narrow metric-based focus of EIBs creates little incentive to tackle the underlying political
or economic causes of environmental harm
EIBs as one tool in the toolbox for specific problems lacking upfront capital to intervene
immediately, where there is scope for innovation or more rigorous management

EIBs might even serve as a pathbreaker for SIBs, as a proof of
viability for the impact bond model generally, which avoid some of
the specific ethical and methodological complications faced by SIBs

EIB AS PATHBREAKER FOR SIB

CAN IT SCALE UP IN THE ASEAN REGION?
Maturity Mismatch
Scarce Investment Pools
SME Access to Finance
Credit and Capital Market Risk
Policy and Regulatory Risk
Underdeveloped Toolkit
Inadequate Analytical Capabilities
Lack of Environmental Data
Technology Risks
Lack of Policy Frameworks

Time is ripe for
ASEAN nations and
investors to push hard
to take advantage of
the investment
opportunity at hand

THANK YOU
mohsen.gul@nottingham.ac.uk
mohsengul

The Public Service
Transformation Academy
The development of
commissioning practice
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Public Service: State of Transformation 2019

report and survey www.publicservicetransformation.org/2019/06/state-of-transformation-report-2019/
2019 conference helping each other out of crisis www.publicservicetransformation.org/2019/07/stateof-transformation-2019-conference/
2018 materials www.publicservicetransformation.org/2018/05/state-of-transformation-report/
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Development of asset-based commissioning
Outcome-focused
commissioning
Wider, more sophisticated,
and embedded use of outcomes.
Limited engagement with people,
communities, and suppliers.
Some collaboration with other
commissioners.

Embryonic commissioning
Narrow set of outcomes,
primarily met via traditional
services, using organisational
assets managed within silos.
No meaningful involvement
of people or communities.

Asset-based commissioning
Whole life and community outcomes. Full
recognition of self-help by individuals and
communities. Whole systems leadership,
co-production. Focus on stimulating and
reshaping the use of all assets. Greater use
of state resources to support people and
communities rather than provide services.

Asset-aware commissioning
Wide range of outcomes, fuller
and wider consultation. Some
co-production, and recognition
of the importance of self-help.
Ad hoc use of volunteers and other
community assets ‘bolted on’ to
existing services. Organisational
commissioners still decide.
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Aspects of commissioning – Gary Sturgess
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An element of the RedQuadrant #systemschange approach
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Purpose
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You never understand
a system until you start
to try to change it
Kurt Lewin
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Transformational learning – from Argyris
• Double loop: when the way we/I think is part of it
• Triple loop: when identity is part of it
Triple loop learning

Identity
Transforming –
changing our
perceptions

Double loop learning

Thinking
Reframing –
changing
our thinking

Single loop learning

Actions
Acting
differently –
changing
behaviour

Results

No learning without planning. Innovation requires changing the rules.
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We welcome follow-up and conversation!
Benjamin P. Taylor
Chief Executive, Public Service Transformation Academy
&
Managing Partner, RedQuadrant
+44 (0)7931317230
benjamin.taylor@publicservicetransformation.org
www.publicservicetransformation.org

Commissioning Academy
http://publicservicetransformation.org/commissioning-academy/apply
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Improved understanding of cost effects
and quality assured metrics and
measurement of categorical data

Evaluating cost effects over 24 months
Cumulative real costs
Cumulative expected costs
Investor cap
Break-even
No savings

logo
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Evaluating cost effects over 36 months

Cumulative real costs
Cumulative expected costs
No savings

logo

135

Improving quality of
categorical measures
Jeanette Melin, RISE Metrology

RISE: the Swedish
National Metrology Institute (NMI)
•

Designated NMI for physical and
chemical quantities

•

Maintain national references and
ensure international traceability

•

Infrastructural support

•

Comparable quality assurance support
is not available for categorical measures

logo
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What is a categorical measure?
A categorically based measure is
measured with limited response options.
Such as numbers, letters, names or
symbols.
Categorical measures is either ordinal
variables or nominal variables.

Ordinal variables can be ordered, but
without a defined numerical value for the
response options or the differences
between the response options. Examples
include level of education, physical ability
or satisfaction with care.

logo
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What is a categorically based measure?
A categorically based measure is
measured with limited response options.
Such as numbers, letters, names or
symbols.

Nominal variables do not have an intrinsic
order. Examples include gender, eye color
or blood group.

Categorical measures is either ordinal
variables or nominal variables.
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4 areas to be addressed
•

Proper handling of ordinal data

•

Enable comparability

•

Declare measurement uncertainties

•

The shorter the better is NOT true

logo
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Ordinal variables – not a linear measure!

1+4 ≠ 5
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Your health 0.8 + 0.2
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MIC

SDC
SDC = smallest detectable change
MID = minimal important change
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Jeanette Melin
jeanette.melin@ri.se
010-516 66 39
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WHAT IS THE ISSUE?
•

Standardised social impact metrics are overwhelmingly oriented
around ‘outputs’ and ‘activities’ rather than measuring for ‘outcomes’ of
intervention.
Social
issue

•

15
0

Input

Activity

Output

Outcome

Impact

Even when the policy is clear: eradicate poverty, there is the question
of what is poverty? How is it defined? How to measure the progress? How
to measure the impact?

WHAT IS THE ISSUE?
•

This is specially becoming more imperative in outcome-based contracts
(OBCs) where the payment is attached to the outcome being achieved.

•

Some contradictory examples from Impact bonds:
– Number of out-of-care days – as a proxy for better future chances
– Attendance rate – as a proxy for better education
– Accommodated homeless persons – as a proxy for self-reliance
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WHY THIS MATTERS?
• Well-structured standardised metrics could help us with
–
–
–
–
–

Making better decisions around resource allocation,
Pricing,
Setting thresholds,
Impact measurement,
Assessing Value for Money.

• Better comparisons when outcome is not monetisable
– Using cost-effective analysis instead of cost-benefit analysis

15
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WHY THIS MATTERS?
e.g. Value for Money analysis

•

Social
issue

spending less

spending well

spending wisely

Economy

Efficiency

Effectiveness

Input

Activity

Output

Cost-efficiency
15
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Cost-effectiveness
Cost-benefit

Outcome

Impact

LEARNING FROM OTHER
EXPERIENCES?
Quality Adjusted Life Years (QALY):
allows for comparison across health
conditions.
This is in line with the growing
eagerness of economists to consider
supplementing their market-based
measures with subjective ones.
This allows using QALYs as a measure
of impact investment in health, as
opposed to combining various health
metrics into a single measure of ROI
15
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LEARNING FROM OTHER
EXPERIENCES?
• Relax the economist’s preference for objective data and
revealed preference in favour of subjective measures?
• Risk of subjectivity?
– There are arguments against the reliability of both Reference-Based and
Life Satisfaction approaches.
– Social value emerges from the interaction of supply and demand, and
therefore may change across time, people, places, and situations.
– Discounting future social benefits?
15
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ONE MEASURE TO RULE
THEM ALL?
Standardisation: can create common understandings, when measurement intersects
with policy because it allows valid comparisons across time, place, or units of observations.
However,
– not always ideal to have one common metric, but rather a few metrics widely used;
e.g. different metrics serve different purposes.

•

– It also can standardisation can entail the loss of information, and too much
standardisation may make extensive evidence uninformative and misleading.
Harmonisation/Triangulation: a form of standardisation established among scientists,
not imposed on them
– Scientists tend to favour harmonisation because it reflects the competition of
ideas, and persistent use is evidence of a measure’s utility.

•

15
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THANK YOU
Lets discuss further:
i.

Are standardised social impact metrics are overwhelmingly oriented around
outputs and activities rather than measuring for outcomes of intervention?

ii.

What are the benefits and costs involved in moving from metric diversity to
greater standardisation in social subjects?

iii.

What can we learn from health economics in improving measurement in social
policy?

iv.
15
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Should we start relying on big data in social policy?

Session III.IV – Alternative takes on investment
(Seminar Room IV)
Engku Rabiah Adawiah, International Islamic University, Malaysia
Silvia Ferrerira, Portugal Social Innovation
Giulia Proietti, University of Trento
Syed Marwan, Institute of Islamic Banking and Finance
Chair: Aman Johal, Big Society Capital
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THE POTENTIAL OF SRI SUKUK AS A
FUNDING MECHANISM FOR
AFFORDABLE HOUSING IN MALAYSIA
Prof. Dr. Engku Rabiah Adawiah Engku Ali
IIUM Institute of Islamic Banking & Finance (IIiBF)
International Islamic University Malaysia
rabiah@iium.edu.my
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THE PROBLEM
Housing: A Necessity

What is “Affordable Housing”?
ØRM500,000: REHDA
ØRM400,000: Professional Associations
ØRM 300,000: Government
SRI Sukuk for
Affordable
Housing
Massive gap between S and D
Ø40% mismatch
Ø80% of Malaysians can only afford
houses below RM300,000
Ø70% of houses launched >RM250,000

Ø shelter, security, privacy, investment,
personal identity
Ø labour mobility, human capital,
productivity, & economy growth
Ø Essential to ensure access adequate &
affordable housing to progress the society
and country

House Prices
Ø 3.0x Median Annual Household Income “Rule
of Thumb”
Ø 4.4x Current average: “Seriously
Unaffordable”
Ø 5.0x Certain places: “Severely Unaffordable”
160

WHY THE MISMATCH?
• Upward trend of house prices (Economic Planning Unit, 2015b)
• Speculation - speculators ‘flip’ the properties at a higher price (Hisyam, 2013b)
• Developers’ reluctance to construct lower priced houses because it is less profitable (Chen,
2016)
• Increase in land prices - increased cost of construction (Hisyam, 2013b),
• Cheaper & easy access to housing loans - pushed up prices (Bank Negara Malaysia, 2016).
• Policies - focused on transfer of physical & financial resources to lower-income households
but not on provision of affordable & adequate housing (Khazanah Research Institute, 2015) policy focus is very narrow on the demand side, while neglecting issues on the supply side.
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MALAYSIAN GOVERNMENT HOUSING POLICY
• National Housing Policy (NHP) 2011 - provide direction & basis for the planning &
development of the housing sector (National Housing Department, 2011).
• 6 thrusts and 20 policy directions - aiming at progressive & sustainable housing delivery
• 6 thrusts:
• Provision of Adequate Housing Based on the Specific Needs of Target Groups
• Improving the Quality and Productivity of Housing Development.
• Increasing the Effectiveness of Implementation and Ensuring Compliance of the Housing Service Delivery
System.
• Improving the Ability of the People to Own and Rent Houses
• Sustainability of the Housing Sector
• Enhancing the Level of Social Amenities, Basic Services and Liveable Environment
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HOUSING DEVELOPMENT IN MALAYSIA:
THE REALITY
• House prices have skyrocketed & income has not been able to keep pace
with it.
• Since 2012, inflated house prices have outstripped income growth of the
general population (BNM, 2017)
• Income growth - slower at 12.46% as compared to 17.6% of that of houses
• New houses - mainly catered for higher-end of the market.
• Malaysian House Price Index (MHPI) increased by 5.5% in the 4th quarter
2016 (year-on-year), (National Property Information Centre (NAPIC))
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Cont’d…
• Shortage of housing supply stood at 960,000 units in 2014 (BNM).
• Ironically, there were 14,792 residential units unsold with a value of
RM8.56 billion, of which 79% fall in the unaffordable price category
(NAPIC, 2016).
• Supply-demand imbalances in the property market has increased
since 2015, with unsold residential properties at a decade-high &
majority of which are above the RM250,000 price category. (BNM,
2017; Ling, Almeida, Shukri and Sze, 2017).
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PROPOSALS/EFFORTS TO OVERCOME THE
PROBLEM
Institutionalising reforms (KRI, 2015)
Restructuring National Procurement System (KRI, 2015)
5 year Moratorium (KRI, 2015)
Integrated Housing Database (KRI, 2015, BNM,2016)
Gov. provide affordable land in strategic locations (Gambero, 2014)
Rent out, instead of selling (Gambero, 2014, BNM 2016)
R&D (Gambero, 2014 & KRI, 2015)
Form Single Authority to spearhead affordable housing planning & delivery
(BNM, 2016)
ü Innovative financing facilities for affordable housing (EPU, 2015): 11th Malaysia
Plan
ü
ü
ü
ü
ü
ü
ü
ü
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POTENTIAL SOLUTIONS VIA SRI SUKUK
• SCM launched the Capital Market Masterplan 2 (2011) – meant to promote
socially responsible financing & investment.
• The Masterplan - agenda to develop a conducive environment for SRI
investors & issuers & facilitate the growing trend of new financial
instruments such as green bonds and SIBs (SCM, 2011).
• 2014 Budget speech - efforts will be intensified to promote Malaysia as a
market for SRI (Ministry of Finance Malaysia, 2013).
• Subsequently, SCM revised the Sukuk Guidelines to incorporate the SRI
sukuk framework in 2014.
• SRI sukuk for the purpose of financing affordable housing?
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WHAT IS “SRI”
• Sustainable, Responsible, and Impactful investments (Centre for Islamic Wealth
Management, 2015)
• Socially Responsible Investments (M. S. Bennet & Iqbal, 2013; Renneboog et al., 2008)
• Social Responsible Investment (Ministry of Finance Malaysia, 2013)
• Sustainable and Responsible Investment (CIMB, 2015; Securities Commission
Malaysia, 2014b)
• Moghul & Safar-Aly (2014), “SRI” is a generic terminology which includes any type of
investment process that combines investors’ financial objectives together with their
concerns towards issues of environment, society, and governance (ESG).”
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SRI SUKUK FRAMEWORK 2014
• The SRI sukuk framework is an extension of the existing sukuk framework
• All requirements in the Guidelines on sukuk continue to apply for SRI sukuk, plus
additional requirements specific for SRI sukuk
• Primarily - an issuer must ensure that the proceeds raised from the SRI sukuk are
utilised to fund “eligible SRI projects”
• Additional disclosure requirements
• must include details of the SRI project & if possible, the impact objectives that come with the
project.
• must include a statement that the issuer has complied with the relevant standards or best
practices with regards to ESG aspects of the SRI project.
• An independent party may also be appointed to assess the SRI project & provide a report in the
disclosure document (compulsory for retail SRI sukuk)
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POTENTIAL OF SRI SUKUK TO FUND AFFORDABLE
HOUSING?
No SRI sukuk yet for funding affordable housing
But raising funds for housing through the sukuk market is not
something new

LPPSA Sukuk

Cagamas
Sukuk

SkyWorld
Sukuk
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LPPSA SUKUK
• Lembaga Pembiayaan Perumahan Sektor Awam (LPPSA) is a statutory
body in Malaysia set up under the Home Financing Board Act 2015
• Issued a RM3.25 billion worth of sukuk for housing loan provision to
the public sector (Bernama, 2017).
• Guaranteed by the government & was part of the RM25 billion
Islamic commercial paper with tenure of 5 to 30 years with 4.17% to
5.225% range of profit rate.
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CAGAMAS SUKUK
• Cagamas (the national mortgage corporation) consistently issues
various sukuk in billions of ringgits to finance the Islamic house
financing mortgages in the financial system.
• In 2017, Cagamas issued 24 bonds and sukuk comprising of 18
ringgit-denominated debt securities and 6 foreign currency debt
securities worth RM15.3 billion.
• By end of 2017, both Cagamas & its sister company Cagamas MBS
(CMBS) cumulatively refinanced housing loans & home financing in
the secondary market, equivalent to RM141 billion or 1.91 million
houses (Halim, 2018).
172

SKYWORLD SUKUK
• SkyWorld Sukuk – innovative sukuk instrument that monetize
progress billings through securitisation of future payments received
from the on-going development of mixed projects in Kuala Lumpur
(RAM Ratings, 2017).
• Amounting to RM1 billion, RM600 millions of it was structured using
musyarakah contract and the remaining using murabahah.
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SRI SUKUK FOR FUNDING AFFORDABLE HOUSING:
THE POTENTIAL
• SRI sukuk for affordable housing – very potential – interest in SRI, social impact & ESG
• In line with UN SDGs - ‘sustainable cities & communities’, targeting access to safe &
affordable housing by 2030 (UN, 2016).
• Development of affordable housing is an ‘eligible SRI project’ - ‘improve the quality of life
for the society’ through the provision of dignified shelter & security to the people.
• Various tax & regulatory advantages for more competitive pricings of the SRI sukuk
• Potential to align the focus of stakeholders towards sustainably developing affordable
houses & more coherent planning & development.
• The success of Ihsan SRI sukuk showcase the potential of developing SRI sukuk for
affordable housing in Malaysia.
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CASE STUDY OF SRI SUKUK IHSAN
• 1st SRI Sukuk in Malaysia - launched by Khazanah on 18th of May 2015 (Khazanah
Nasional, 2015)
• New method of financing Trust School Program (TSP) by the private sector via the
capital market
• The TSP were previously funded solely by Khazanah through its annual CSR budget
allocation
• Yayasan Amir (YA), a non-profit foundation incorporated by Khazanah handles the
TSP & focuses on improving the accessibility of quality education in Malaysian
Government schools through PPP with the Ministry of Education (Ghani, 2015).
• The TSP focuses on transforming schools in various aspects through its stakeholders
including; school leaders, teachers, students, parents & the community.
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SRI SUKUK IHSAN: TRANSACTION SUMMARY
Issuer

SPV named Ihsan Sukuk Bhd (Ihsan)

Obligor

Khazanah Nasional Bhd

Issue & amount

SRI Sukuk Ihsan – 1st issuance of RM100m (total RM1b)

Rating

Preliminary rating of AAA(s) by RAM

Issue date

4th of June 2015 (RM100m),

Tenure

1st issuance – 7 years (total 25 Years)

Return

4.3% per annum

Sole Lead
Arranger

CIMB Investment Bank
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SALIENT FEATURES OF SRI SUKUK IHSAN
• Structured based on Wakalah bi Al-Istithmar (investment agency) –
combination of commodities & tangible assets – asset efficient & suitable for
issuer & Obligor.
• Qualifies for certain tax incentives accorded by the Malaysian tax authorities.
• Proceeds - channelled to Yayasan AMIR (AMIR), which is the NGO that
manages Khazanah’s TSP
• Objective - to improve accessibility to quality education in Malaysia.
• Follows a PbR structure which measures impact through several KPIs
throughout a 5-year period.
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SALIENT FEATURES OF SRI SUKUK IHSAN
(cont’d)
• KPIs - 4 aspects: minimum number of schools selected, proficiency of the selected teachers, proficiency
of their senior leadership & proficiency of their students (e.g. discipline, literacy & numeracy skills)
• KPI criteria - indicators of both output (exam performance) & input (student attendance)
• KPIs will be audited by an independent auditor at end of 5th year & report to be distributed to
sukukholders (CIMB, 2015).
• Exceptional feature – allows sukukholders to convert their investments into donations at any time
throughout the tenure
• Sukukholders - entitled to receive tax vouchers for the amount equal to the amount waived or reduction in the
nominal value of their sukuk-holdings.
• Additionally, sukukholders have the option to waive their rights, benefits & entitlements as sukukholders by
selling their sukuk to Khazanah at a nominal price at several points during the tenure of the sukuk.
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SRI SUKUK IHSAN: TRANSACTION STRUCTURE
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SRI SUKUK FOR AFFORDABLE HOUSING:
PROPOSED MECHANISMS
Returns based on Social Impact KPIs

• Return is based on social impact – KPIs related to the social issue, i.e.
affordable housing.
• E.g. (a) number of affordable houses sold towards the bottom 5% of M40;
(b) number of houses built at price below RM250,000; (c) new technology
to build the houses e.g. IBS; (d) delivery time from construction to
Integration
waqf
occupation;of
and
(e) fulfilment of SDGs by providing housing & shelter.
• SRI sukuk for affordable housing - combined with development of waqf
properties/assets.
• Waqf properties - underdeveloped but has great potential especially in
terms of value (IRTI & Thompson Reuters, 2014).
• Waqf land - used for development of affordable houses / existing waqf
properties - redeveloped to cater for affordable housing.
• Use of innovative mechanisms e.g. corporate waqf (Ramli & Jalil, 2013);
temporary & permanent cash waqf (ISRA, 2016)
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CONCLUSION
• Ensuring access to adequate and affordable housing to the people is
essential
• The study has revealed that there is a fundamental gap between the supply
and demand of affordable houses in Malaysia.
• This caused house prices in Malaysia to be on average, “seriously
unaffordable” with a median multiple of 4.4 which is far above the
recommended rate of 3.0 for affordable houses.
• Thus, housing prices are mostly beyond reach for most Malaysian middleincome earners especially for those with big household sizes.
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CONCLUSION
• Various suggestions have been made to address this issue including - innovative
financing facilities for affordable houses.
• With the launch of SRI sukuk framework by SCM in 2014, this study posits the
possibility of developing SRI sukuk for affordable housing in Malaysia.
• The study proposes SRI sukuk structure that include mechanisms such as social
impact KPIs, integration of waqf through development of waqf property and/or
cash waqf
• The inherent objectives of SRI sukuk, together with clear policies on affordable
housing, allows for better focus & coherence in planning for the development of
affordable houses
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Syed Marwan
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Critical Success Factors of
Implementing Shari’ahCompliant Social Impact
Bonds in Malaysia:
A Survey of Stakeholders

Outline
• Background
• Objective & Methodology
• What is “Shari’ah-compliant” Social Impact Bond?
• Critical Success Factors
• Findings
oCSF Rankings
oFactor Analysis
oStakeholder Comparison
• Conclusion and Implication
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Background of Research
• SIB developing globally with the rise social and
impact-driven investment
• SIB in developing countries minimal
• Malaysia leading in Islamic Finance
• Similar value proposition of Islamic finance & social
finance (SIBs)
• social needs, social impact, risk-sharing
• Potential for SIBs as new frontier of IF
• Opportunity for Malaysia and other developing
countries
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Objectives & Methodology
Objectives:
i. Investigate CSFs of implementing’s SC SIBs
ii. Explore the perceptions of stakeholders regarding CSFs of
SC SIBs
Methodology: Survey of potential investors and developers
Investors

Developers

Investors and Developers
Institutional Investor (1)
Retail Investor (2)
Fund Manager (3)
Dealer’s Representative (4)
Total
Banker (5)
Financial consultant (6)
Rating agency employee (7)
Regulator (8)
Academician (9)
Other (10)
Total
Missing values in this category
Total Respondents

Frequency
3
8
2
136
149
48
11
0
6

Percentage
2.0
5.4
1.3
91.3
100.0
44.4
10.2
0
5.6

30
13
108

27.8
12.0
100.0

3
260
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Shari’ah???
• Legally:
• set of rulings which covers the whole belief system
Øconcept of morality and ethics
Ørelationship between man and God
Ørelationship established between man & man.
• Stems from:
• the Qur’an
• sayings and practices of the prophet (Sunnah)
• and reasoning of Islamic scholars (Ijtihad)
• Financial perspective: A product or service “produced or
offered in accordance with the doctrines of the Shari’ah”.
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Shari’ah Compliant? SIB
• In the context of financial products prohibit any elements:
oInterest (riba/usury)
oGambling (maysir)
oExcessive uncertainty (gharar)
oImpermissible things:
Øsuch as liquir, tobacco, lottery
Ø& activities that are deemed harmful such as weapons
dealings.
• A SIB must be free from these prohibited elements in order
for it to be denoted as ‘Shari’ah-complaint SIB’.
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Critical Success Factors
Characteristics, conditions, or variables that can have a
significant impact on the success of a firm, objective,
launch or a new product or idea.
• Essential criteria of CSF:
i. Important to achieve the overall goal & objective.
ii. Controllable & measurable.
iii.Expressed as things that must be done, not the end
point of the process.
iv.Applicable to every party in the industry that has
similar objectives.
v. Hierarchical in nature.
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22 CSFs – overall stakeholder perception
1. Good governance framework

12. Strong stakeholder support

2. Fulfil ethical standards

13, Investor demand

3. Transparent procurement process

14. Competitive procurement process

4. Well-defined scope
6. Sufficient understanding

15. Appropriate SC SIB structure
16. The public and private sectors must define
their respective roles
17. Financial incentives for stakeholders

7. Favourable legal framework

18. Agree on the priority social areas

8. Measurable outcome

19. Stable macro-economic condition

9. Sufficient capacity and resources

20. Existing social programmes adopted

10. Appropriate risk allocation

21. A guarantor in the SC SIB

11. Social impact from the SC SIB

22. Political will

5. Viable feasibility study

*Individual stakeholder groups (investors & developers) ranked CSFs differently
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Factor analysis
Principal
Factors
1. Effective
feasibility
study

2. Financial
and technical
considerations
3. Political
Willingness &
Agreeability

Variables
3 Feasibility Study; 2 Measurable Outcome; 1 Defined
Scope; 6 Transparent Process; 21 Good Governance; 22 Ethical
Standards; 15 Strong Stakeholder Support; 14 Stakeholder
Understanding; 11Risk Allocation; 19 Legal Framework; 9 Social
Impact; 18 Roles Defined; 8 Investor Demand; 13 Capacity &
Resources; 7 Competitive Process
12 Guarantor; 10 Financial Incentives; 4 Existing
Programmes; 5 Appropriate Structure; 20 Stable Economy
16 Political Will; 17 Priority Areas
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Conclusion
• CSFs important for SIB success
• Different stakeholders may have different
perspectives
• Considerations from stakeholders’ perspective
for support and buy-in
• Findings can serve as a guideline for SIB
development, especially in developing countries
THANK YOU
syedmarwan@iium.edu.my
syedmarwans@gmail.com
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Session IV – Rallying together or passing the buck?
Exploring new collaborative approaches to public
service delivery
Clare FitzGerald, Government Outcomes Lab
Adam Lent, New Local Government Network
Gary Wallace, Plymouth Council
Robert Macmillan, University of Sheffield
Robert Pollock, Social Finance
Chair: Jo Blundell, Government Outcomes Lab

Are we Rallying Together?
Collaboration and public sector reform
Report Findings – Social Outcomes Conference
6 September 2019

Why this report?
• Mood change about hierarchical forms of contracting and
performance management
• New signals from central government
• Local areas striving for better outcomes without SIBs or
PbR – what are they doing?
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Research approach
Local government involved

Local
government
service
responsibility

Relationships
beyond
contracts

Focus on outcomes
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Highlights:
• 10 locally-led projects
• Est. 2013-2019
• No ‘one-size-fits-all’
• Collaboration scope varied
• All ‘works in progress’
Research approach:
• 10 Learning calls
• 3 collaborations selected
for additional interviews

Why collaboration?
Drivers – external factors

Reasons – perceived benefits

• Austerity and local budget
cuts
• Rising demand
• Citizens wanting a ‘say’
• Distrust/disengagement in
political party narratives

• Share financial and service
delivery responsibility
• Voluntary sector more
significant role in tackling
social challenges
• Better impact and value
• Public sector better place to
work
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What do collaborations look
like?
Type

Description

Collaborative
Council

Broad programme of change; Collaboration as mechanism for the
LA to reform the way they and other public agencies work

Collaborative
Market

Transitions relationships b/w local social sector delivery orgs
from competitive to collaborative; May use alternative service
contracts, procurement, and contract management practices

Agent of
Change

External org attempting to shift practice of frontline teams and
service orgs; Responsibility to improve public sector is co-owned

System
Connector

External org enables integration of public and voluntary sectors
by leveraging existing assets; Does not uproot existing
relationships and structures
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How is collaborative working
ingrained?

Leadership
Hierarchical to
facilitative
approaches

21
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Culture
Commitment
to aims,
vision, and
purpose

Infrastructure
Shared data
and space

Community
Partners in
service
delivery

How is collaborative working
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Leadership
Hierarchical to
facilitative
approaches
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Culture
Commitment
to aims,
vision, and
purpose

Infrastructure
Shared data
and space

Community
Partners in
service
delivery

Culture
Forge a new
identity

Sense of being part of something new and aspirational, “taking the badge off”

Avoid new
bureaucracy

Trust people to interpret the shared intent but look after the “marzipan” layer

Empowerment &
accountability

Collective and
individual
interest

Give people time and permission to think. Create a climate where failure is allowed without blame, but
individuals hold more personal accountability. Celebrate success, recognise positive behaviours

Focus on collective rather than organisational interests, “start on working on the outcomes through
the system, rather than just through your organisation”

How is collaborative working
ingrained?

Leadership
Hierarchical to
facilitative
approaches
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Culture
Commitment
to aims,
vision, and
purpose

Infrastructure
Shared data
and space

Community
Partners in
service
delivery

Community
Build community
capacity

Create and strengthen local orgs through investment, training and give them social value led
opportunities. Politicians to find and support natural local leaders.

Empower
citizens to selfhelp & organise

Transfer budget and power to direct its use directly into communities. Stimulate the value of public
assets and develop new community entities by transferring ownership. Create space to convene and
organise.

Asset based
working

Reciprocity of
obligations

Positive enquiry
& human
connection

Important underlying philosophy at political, strategic and operational levels, the state can’t “work
everything out for somebody”

“Our part, your part”: a different ‘contract’ between the state and citizens

Enable teams to have “different conversations” with service users, empower them to deliver what
people really need

What does success look like?
We asked collaborative partnerships how they define
success and track progress toward their goals. We heard a
range of opinions on what the ‘right’ measurement system
would look like.
– Using targets on agreed indicators is outmoded and reductive and paints
an incomplete picture.
– Targets for individual or group rewards and sanctions run counter to the
collective ethos of collaborative working.
– Measures are material to aid learning, measurement has limitations but is
useful.
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Measurement challenges
Multiple
partners

Complex
social
problems
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•
•
•

Multiple lines of accountability
Collective versus individual responsibility
Commercial sensitivity of disclosing
learning

•
•

Hard to quantify
Attribution of outcomes to interventions or
organisations is tricky
Potential for gaming

•

Cultural
norms

•

Different approach to accountability
across sectors

Time
spans

•

Impact takes an unpredictable amount of
time in complex environments

Measurement systems
Cultural
disruption

Legitimat
e

Systems
health

Measures

What and
why

Learn not
punish

Human
connection

Active
listening

Equality

Adaptive

Accept
mistakes

Systems

Values and
behaviours

Market
conflicts

Democratic accountability in collaborations
Less democratic

•
•
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Government cedes control
Lack of straightforward
mechanism by which policy
makers are held to account by
electorate

Greater legitimacy

•

•

Provides more checks and
balances than a centralised
system
More opportunities for citizen
voices to be heard

Democratic accountability in collaborations
Less democratic

•
•

Government cedes control
Lack of straightforward
mechanism by which policy
makers are held to account by
electorate

Greater legitimacy

•

•

Provides more checks and
balances than a centralised
system
More opportunities for citizen
voices to be heard

Collaborations require a compelling and accurate narrative to communicate legitimacy externally.
Most collaborations we spoke to are accountable for, and thus base their legitimacy on, improving
outcomes for service users and citizens, making a deep understanding of both client need and
approaches generate better outcomes essential precursors to improving delivery systems. In turn,
this is dependent on having quality information and a willingness across partners to work to the
interests of service users even if that is not perceived to align with their own organisational interests.
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Where to next?
• What regulatory and statutory constraints prevent
collaborative approaches?
• Does collaboration deliver better value and impact?
• How do we embed collaborative practice that is resilient and
effective in navigating setbacks and disagreements?
• How can governance enable autonomy without reverting to
hierarchy?
• What does a good system of feedback and learning look like?
• What is the right way to engage citizens in public services?
22
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Final thoughts…
• Massive thanks to:
– Collaborations and interviewees
– Feedback and peer-review
– Wider GO Lab team
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@ukgolab
http://golab.bsg.ox.ac.uk
golab@bsg.ox.ac.uk
linkedin.com/in/go-lab-395513140/

Why collaborate?
Share financial and service
delivery responsibility

“We haven’t done things like close libraries and close community centres and shut down
swimming pools. We’ve come up with a different model…we’ve done several big community
asset transfers…swimming pools, bowling greens, parks, libraries, all sorts of assets have gone
over to the communities.”

Voluntary sector more
significant role in tackling
social challenges

“The Ignite project is an early action, neighbourhood funded initiative…it’s a group of funders
who got together who were interested in funding some projects that would stimulate early
action in the public sector. Their belief was that would be best achieved by funding a third
sector organisation to be a catalyst for change inside of a public sector body…Ignite was
conceived in that model.”

Better impact and value

Public sector better place
to work
22
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“One in four children currently live in a cold house…we used the finders’ fee from the ‘Switching’
campaign and put it into the third sector. Age UK actually took that on. They have generated
income through funding bids…[this has] lifted about 1200 households out of fuel poverty over a
5-year period. We wanted to do even more so we helped set up Oldham Community Power,
which is a community benefit society.”

“Everyone who works in this way realises it’s a better way of doing business. It’s a more human
way of doing business...there’s less conflict, more consensus. I do think it is particularly suited
for highly complex things where the outcomes for people are long-term or uncertain.”

Why Collaborate?
Style
• Collective
commitment to
improving local
places
• Prepared to cede
organizational
sovereignty
• Trust in intrinsic
motivation
• Commitment to
learning and
experimentation
• Create a better place
to work
23
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Inclusion
• Involving local
people and
community
organisations as
partners.
• Belief in strengths
based working

Effectiveness
• Better impact and
value through realignment of
resources and
responsibility to
tackle tough
problems.
• Access to wider pool
of resources.

How is collaborative working ingrained?
Community

Imposition or empowerment: Asset transfers
“people might be happy to perhaps come volunteer in the library a couple of times a week, but run it?
That’s a hell of a commitment. So, I think there is a potential dissonance which we really need to
understand between the capacity and the expectations [we place on citizens].”
“...we have got services that are under huge pressures, [and we’re] making lots of budget reductions et
cetera and asset transfers could be used to get an asset off the books...then there is a sort of concern
about what happens if a [community] group can’t manage it? What happens, who is responsible for it?
What is the risk?”
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