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Specifically, the paper critically assessed the potential for each model to: 
 
 attract new investment for services from private and charitable funders; 
 produce high quality services that achieve social outcomes; 
 minimise the costs to the public sector in achieving these outcomes; 
 improve the sustainability of services 

 
The paper concluded that the PSP model in particular had the potential to achieve the above outcomes 
but identified a number of challenges and barriers that would need to be addressed in both the PSP and 
SIB model to enable charitable funders to engage with them in the future. These challenges included: 
 

 The limited evidence base around the effectiveness of PSPs and SIBs as a result of the small 
numbers of PSPs and SIBs that have been setup to date and the lack of robust evaulations that 
have been undertaken on the ones that have been. 

 Insufficient understanding amongst charitable funders and third sector organisations about the 
potential benefits and risks of engaging in PSPs and SIBs. 

 The time, costs and other resources required to set up a PSPs and SIBs. 
 Lack of commitment from the public sector to mainstream services developed through PSPs or 

SIBs that successfully achieve their intended outcomes during the initial funding period. 
 

One year on, this paper provides an overview of recent developments around PSPs and SIBs and with 

reference to the experiences of charity funders and third sector providers, assesses the extent to which 

the above issues have been addressed. Finally, the paper concludes by making a number of 

recommendations that will better enable charitable funders to engage with alternative funding models 

going forward.

 

 

 

 

 

 

 

 

 

  

In November 2012, The Robertson Trust 
produced a policy paper exploring the 
comparative strengths and weaknesses of 
Public Social Partnerships (PSPs) and Social 
Impact Bonds (SIBs) from a funder’s 
perspective. 



 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 

Public Social Partnerships (PSPs) 
 
 

Over the last year, interest in the PSP model has continued to grow. In addition to the 5 Strategic PSPs1 
that the Scottish Government have supported through the ‘Developing Markets for Third Sector 
Providers Contract’, there are currently a number of other PSPs operating in Scotland including the 6 
PSPs that were launched in April 2013, through the £10M Reducing Reoffending Change Fund. 
Additionally, the Early Years Taskforce has announced that they will use £6M of the £18M funding 
available for family support from the Early Years Change Fund, to establish Family Support PSPs, with 
these new PSPs being expected to begin delivering from October 2013.  
 
At the time of writing, all of these PSPs are either in the development phase or in the very early stages of 

delivery. Consequently, there is still little evidence of the impact that the PSP model is having on the 

quality of services being developed and the level of outcomes that these services produce. However, 

both the Reducing Reoffending Change Fund PSPs and the Low Moss PSP are currently being externally 

evaluated, with the findings due to be published in 2014/2015. The learning from these evaluations will 

be invaluable in developing the evidence base around the PSP model. 

Additionally, the Scottish Funders’ Forum has adopted the Inclusion Plus PSP in Dundee as a Case Study 

to assess the implementation of the PSP model from service design through to the procurement stage. 

Delivered in partnership by Apex Scotland, Includem and Skillsforce, the PSP was launched in four local 

secondary schools in August 2013 and aims to address the social and economic costs of school exclusion. 

Using an action research approach, the University of Glasgow and Pro Bono Economics will work with the 

delivery partners over the next two years and support them to evidence the outcomes from their work 

and identify any cashable savings that accrue to Dundee City Council as a result of the project. 

Importantly, the University of Glasgow will also evaluate the impact that the PSP model has had on the 

project’s ability to achieve these outcomes. 

 

 

 

 

 

----------------------------------------------------- 

1   These include (i) Low Moss Prison - ThroughCare Pathway; (ii) Royal Edinburgh Hospital - Lanfine Progressive Neurological Disorders Pathway; 

(iii) Royal Edinburgh Hospital – Wayfinder Mental Health Rehabilitation Pathway and (iv) East Renfrewshire CHCP – Supported Living for 

Learning Disabled  

PSPs and SIBs: Where are we now? 
 
In Scotland, there continues to be less focus on using social 
investment models to commission public services than there 
is in England and Wales, and less finance allocated to 
developing these models.  
 
In sharp contrast to the direction of travel in Westminster, the Scottish Government currently shows 
little appetite for funding services through Payment by Results models. As a result, there is a growing 
divergence between the models being piloted in Scotland and those being developed south of the 
border. 

 
 
 



Social Impact Bonds (SIBs) 
 
 

While Perth and District YMCA’s ‘Living Balance Project’ continues to be the only SIB in Scotland, interest 
in the SIB model in England continues to grow. In November 2012 the Cabinet Office announced a £20M 
‘Social Outcomes Fund’ and in July 2013, The Big Lottery Fund announced a £40M ‘Commissioning Better 
Outcomes Fund’. Over the next three years these funds aim to grow the SIB market in England by 
providing ‘top-up’ funding to public sector bodies who are commissioning SIBs or other Payment by 
Result models as well as offering development funding to allow commissioners to purchase technical 
support to develop SIB proposals that have passed the Expression of Interest stage.  
 
As with PSPs, the evidence base around the effectiveness of the SIB model is still very limited. The Perth 

and District YMCA SIB is now in its second year of delivery and while the project achieved its Year 1 

targets, the full results will not be known until 2015. Similarly, while interim results of England’s pilot SIB 

– the One Service at HMP Peterborough – showed modest reductions in reconviction rates2, the results 

of the pilot will not be known until 2014. Moreover, where analysis has been undertaken of SIBs, they 

have invariably focussed on the outcomes achieved by individual services rather than considering the 

outcomes achieved by commissioning through a SIB model. 

 

Charitable Funders’ Experiences of Engaging with Alternative Funding Models 
 

 
In a time of reduced public sector budgets, charitable funders can provide much needed additional 

resources for preventative services that the public sector would otherwise be unable to fund. Many 

charitable funders are keen to maximise the impact of their funding and are interested in exploring if 

investing in alternative funding models such as PSPs and SIBs, will enable them to do so. However, there 

are few examples of charitable funders in Scotland having invested in these models to date suggesting 

there may be issues that need to be resolved before they are able to fully engage with these models. 

In March 2013, the Institute for Voluntary Action Research’s (IVAR) published a report on charities’ 

experiences of making and receiving social investments3. In their report, IVAR note that charitable 

funders were very clear about the connection between social investment and their charitable mission, 

with many funders expressing a particular interest in using social investment to continue supporting 

third sector organisations that they have a good relationship with and have previously awarded grant 

funding. Other charitable funders reported viewing social investment as a ‘logical extension’ of the 

responsible investment of their endowment. 

 

 

 

 

 

 

----------------------------------------------------- 

2 Reconviction rates fell from 41.6% for short-sentenced prisoners who left HMP Peterborough between September 2008 – March 2010, to 

39.2% for those who took part in the scheme and left the prison between September 2010 – March 2012.   

3 IVAR consulted with 25 Trusts and Foundations and 8 social investment Intermediaries who make or manage social investments in England and 

Wales to identify why they chose to invest in these models and any challenges they faced.   

 



Many of the charitable funders IVAR spoke to noted that they had not reached their limits for social 
investment and had additional resources that they could invest in this area. However, the report 
highlights a number challenges that charitable funders currently face in investing in alternative funding 
models. These include:  
 

 Concerns that the range of models that charitable funders can invest in is still very limited and the 
ones that are available do not necessarily align with funders’ aims and objectives.  

 Concerns that funders may damage their reputation if they invest in a model that fails or is later 
discredited  

 Concerns that funders may achieve more by investing their funds conventionally and spending 
the revenue generated on grant-making than they would be investing their endowment in SIBs or 
other social investment models  

 The risk that charitable funders will lose money through investing in these models, devalue their 
endowment and reduce their ability to achieve their charitable objectives in the long term  

 Concerns about the time and resources required to invest in these models and in particular, a 
suspicion about the role of intermediaries in these models and the high fees they charge for their 
services  

 Concerns about the pressure on charitable funders to finance alternative funding models and the 
lack of exit strategy in place to enable charities to stop funding these models  

 
In order to attract investment from charitable funders, many of the above concerns will first have to be 

addressed. 

 

Third Sector Providers’ Experience of Engaging with Alternative Funding Models 
 

 
As with charitable funders, the number of third sector providers who are involved in alternative funding 
models such as PSPs and SIBs is still relatively limited. While this in part is to do with the small number of 
PSPs and SIBs that have emerged to date, it may also highlight a challenge or concern that some third 
sector providers face in engaging with these models.  
 
As with charitable funder’s experiences of engaging with alternative funding models, third sector 

providers’ experiences in this area is also under-researched. To improve this situation, the Scottish 

Government commissioned an evaluation of the PSP Development Phase of the Reducing Reoffending 

Change Fund in 2013 to learn about third sector organisation’s experiences of being involved in a PSP. 

The third sector organisations involved in the process cited a number of reasons for becoming involved 

in a PSP including the opportunity to secure funding to enable them to expand or develop their services, 

to work in a more collaborative way with the public sector and to develop stronger partnerships with 

other third sector providers. In the main, the third sector organisations stated that they would choose to 

become involved in a PSP again and that they believed the model had a positive impact on the quality of 

services that were developed. However, the organisations also highlighted a number of challenges they 

encountered during the process. These include: 

 Unfamiliarity with the PSP model and difficulty in understanding what the model involved  

 Difficulties in engaging with relevant public sector and third sector partners  

 Difficulties in securing commitments from public sector partners to continue to fund the service 
after the pilot stage, if it achieved its outcomes.  

 Difficulties in developing a PSP in the timescale available (approx 6 months) which they felt 
negatively impacted on partnership working, service user involvement, co-production and 
sustainability  

 Reluctance to share information and work in partnership given the competitive nature of the 
Reducing Reoffending Change Fund



IVAR have also consulted with third sector providers involved in social investment models as part of 
their research on charities experiences of making and receiving social investments. In their report, IVAR 
identify two key reasons why third sector providers choose to become involved in social investment: (i) 
they perceive a shift in the way that the third sector will be funded going forward and believe that they 
need to become ‘investment ready’ if they are to succeed in securing the necessary funding to achieve 
their charitable objectives in the long term; or (ii) in the face of financial difficulties, they view social 
investment as a short term solution to address deficits or limited cash flow. However, regardless of 
whether an organisation viewed social investment models as a strategic decision or as a ‘last resort’, 
they identified a number of challenges they have encountered in engaging with these models. These 
include: 

 
 Unfamiliarity with the social investment process and uncertainty about investor’s requirements 

in terms of the level of evidence required, how proposals are assessed and the timescales 
involved  

 Difficulties in accessing the high quality legal advice and services needed to enter into social 
investment models and the cost involved in doing so  

 The risk of not being able to repay loans or achieving the required outcomes to receive 
payment for services  

 
As with the experiences of charitable funders, this highlights that there are still a number of issues to 
be addressed before third sector providers can fully engage with alternative funding models. 
 
 
Conclusions and looking ahead: The need for a new model? 
  

 
This paper has provided a brief update on relevant developments around PSPs and SIBs over the last 
year. With reference to the experiences of charitable funders and third sector providers, it has 
highlighted that many of the issues that acted as a barrier to charitable funders engaging with 
alternative funding models are yet to be addressed. In particular:  
 

 There are still only a small number of PSPs and SIBs that have been setup to date and there is 
little evidence of the impact that using these models have had in practice.  

 Charitable funders and third sector organisations still have questions about the potential 
benefits and risks of engaging in PSPs, SIBs and other alternative funding models.  

 Whether successful services developed through the PSP or SIB model will secure sustainable 
funding after the initial pilot period is still largely in doubt.  

 Both these models still require significant time, money and other resources to set up.  
 
While the concerns around timescales and developing PSPs as part of a competitive funding process 
were particular to the approach taken by the Reducing Reoffending Change Fund, it does raise 
questions about whether PSPs can ever be used as a mainstream funding model or whether its 
relevance is limited to the development of a small number of ‘flagship’ projects. In 2011, the Christie 
Commission highlighted that reforms were needed to the way that public services are delivered in 
Scotland. The extent to which PSPs – which outside of the Change Fund have typically taken around 12 
months to develop and have required the ongoing support of an intermediary organisation – can be 
used to deliver the scale and rate of change that the Christie Commission has called for is therefore 
questionable. The same point can be made about SIBs which in their current format, in fact take even 
more time, money and support from intermediaries to develop. 
 
 
 
 
 
 
 
 



In light of these findings, this paper makes the following recommendations:  
 
There is a need to increase the range of alternative funding models that charitable  
funders can invest in 
  

While both the PSP model and the SIB model have a number of strengths, they also present a number 
of challenges for charitable funders investing in them. Accordingly, there may be advantages in 
exploring alternative funding models that retain the strengths of PSPs and SIBs but better meet the 
needs of charitable funders, third sector providers and the public sector.  
 
Charitable funders should be included in conversations about what these alternative  
funding models should look like 
  

At the moment, charitable investors are largely absent from conversations about alternative funding 
models in Scotland with the result that the models that emerge may not meet their aims and 
objectives. Including charity funders at an earlier stage will enable them to be clear about what they 
can and cannot fund and maximise the likelihood of them investing in alternative funding models. It 
will also provide charitable funders with a forum to share their experiences of these models as they 
develop and address other potential funders’ concerns about investing in these models.  
 
There is a need to explore how these models can also attract funding from the private 
sector 
  

While charitable funders can offer additional resources to fund preventative services, the finance 
available from these funders is limited. To achieve change on a large scale, there may be a need to 
explore models that will also attract funding from other sectors.  
Implementing these recommendations will make a significant step towards removing the barriers that 
currently prevent charitable funders from investing in alternative funding models and consequently, 
will help to maximise the funding available to invest in preventative services in Scotland going forward. 
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