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1. Summary

Background to the Peterborough payment by results pilot

Between 2010 and 2015, an intervention called the One Service operated at Peterborough
Prison. This service provided ‘through-the-gate’ and post-release support to adult male
offenders released from HMP Peterborough who had served prison sentences of less than

12 months, with an aim of reducing reoffending.

The through-the-gate support provided by the One Service involved contacting offenders
before release in order to introduce case workers, assess needs, and plan resettlement
activities. The One Service then implemented these plans by working with offenders for up to
12 months following their release. If an offender returned to prison within this period, the One

Service aimed to ensure that support services continued back in prison.

The One Service was funded through a financing mechanism known as a Social Impact
Bond (SIB), a form of payment by results. This is where private, non-government investors
pay for an intervention, and if certain results are achieved, are paid back their initial
investment plus an additional return on that investment.* In the Peterborough SIB, the
Ministry of Justice, supported by the Big Lottery Fund, entered into an agreement to pay a
return to investors if targets for reducing reconvictions were achieved. This pilot was the first
SIB to be established worldwide.

The Peterborough SIB pilot was originally intended to operate until 2017, funding the delivery
of the One Service to three cohorts of around 1,000 prisoners released from the prison.
Support from the One Service was available to cohort members for a period of up to 12
months post-release, and engagement was on a voluntary basis. While the pilot operated on
a payment by results basis under the SIB model for the first two cohorts of released
prisoners, a third cohort received One Service support under a ‘fee-for-service’ arrangement,

rather than under the original SIB funded payment by results model.

This change to the model was due to the roll-out of Transforming Rehabilitation reforms to
probation, which introduced mandatory statutory supervision for short-sentenced offenders —

the target group for the Peterborough pilot — and also included a payment by results funding

1 For details of the Peterborough SIB structure and terms, see the Phase 1 and 2 reports for this study (Disley

et al, 2011, Disley and Rubin 2014).



mechanism to incentivise providers to reduce reoffending.? This meant that while the pilot
was concluded early in order to avoid any duplication in services to the same population, the
alternative fee-for-service funding arrangement for the third cohort enabled the pilot to
continue operating until the new Community Rehabilitation Company (CRC) * providers

implemented their approach to rehabilitation.

The scope of this report relates only to the period of time during which the One

Service operated on a payment by results basis.

Evaluation of the Peterborough pilot and aims of this report

This report presents findings from a process evaluation of the Peterborough pilot,
commissioned by the Ministry of Justice in 2010. It is the third and final output from the
process evaluation, and addresses the following five research questions:

1. How, if at all, did the pilot lead to better outcomes of reduced reoffending
(including the role played by voluntary and community sector organisations and
partner agencies)?

2. What wider costs and benefits, if any, do stakeholders feel were incurred through
the implementation of the SIB?

3. Towhat extent did stakeholders feel that the SIB led to greater innovation and/or
efficiency?

4.  What were the strengths and weaknesses of the SIB contractual model as
implemented?

5.  What key messages can be taken from the Peterborough pilot that offer useful

learning points for future payment by results models and SIBs?°

Transforming Rehabilitation refers to a series of reforms undertaken from 2013, which ‘opened the market to a
diverse range of rehabilitation providers’ and, of particular relevance to the One Service pilot, introduced
mandatory rehabilitation for short-sentenced offenders. For more information on Transforming Rehabilitation
reforms, see Ministry of Justice, 2013a, 2013b and 2015. The change to the pilot end date was announced in
a Ministry of Justice press release: Ministry of Justice (2014b).

Under Transforming Rehabilitation reforms, the 35 Probation Trusts were reorganised into 21 Community
Rehabilitation Companies (CRCs) and a single National Probation Service (NPS). The 21 CRCs are
responsible for supervising medium and lower risk offenders.

The evaluation has taken place over three phases. Reports from the first two phases were published in May
2011 and April 2014 respectively.

As noted above, the policy context has changed considerably since the evaluation was commissioned in 2010.
While the research questions have not changed as a result of this, in Phases 2 and 3 of the evaluation the
research team was asked to identify lessons that might inform the development and implementation of
Transforming Rehabilitation reforms.



Employing primarily qualitative methods, this process evaluation aims to provide insight into
how the One Service operated, and how any observed impacts might have been delivered. It
does not enable conclusions to be drawn about the impact or relative effectiveness of

different elements of the One Service.

Separately from this process evaluation, the impact of the One Service on reoffending is
being measured by independent assessors in order to determine whether an outcome
payment will be made to investors.® Results for Cohort 1 were published in August 2014, and
found an 8.4% reduction in the frequency of reconviction events within Cohort 1 (Jolliffe and
Hedderman, 2014: p. 3). While this was below the 10% target required to trigger an outcome
payment for the first cohort, it is above the 7.5% target required for an outcome payment to
be triggered for the final combined cohort, though this will depend upon the outcome of

Cohort 2. Final outcome results are expected to be available in summer 2016.’

Research approach

This report is based upon interviews with 29 stakeholders involved in the Peterborough pilot,
interviews with 15 offenders who were supported by the One Service, and a review of the
case files of these 15 service users. Fieldwork took place between autumn 2014 and spring
2015. It also draws on information about support needs and levels of engagement, provided
by the One Service from their case management database. Findings from earlier research
phases are referenced where appropriate. The research methods and limitations of the

approach are further detailed in Chapter 3.

An outcome payment (a return on investment) is paid by the Ministry of Justice and Big Lottery Fund in the
event of a reduction in the frequency of reconviction events of at least 10% in either of the cohorts, and/or a
reduction of 7.5% in the combination of those cohorts that do not achieve the 10% reduction.

For further discussion of the results, see Ministry of Justice (2014a).



1.1 Key findings
Drawing on evidence collected across all phases of this evaluation, the key findings in

relation to each research question can be summarised as follows.

How, if at all, did the pilot lead to better outcomes of reduced reoffending?
Virtually all® service users interviewed for this research (all of whom had voluntarily engaged
with the One Service) were very positive about their experience, expressing satisfaction with
the services they received and their relationship with One Service staff and volunteers. They
felt that the ability of the One Service to respond to acute practical needs in situations that
might otherwise lead to reoffending was particularly valuable. Interviewed service users were
somewhat equivocal on the degree to which the One Service had an impact on reoffending
more broadly, but emphasised that the One Service was an improvement on their prior
experience of post-release support.

Cohort members were eligible for support from the One Service for one year, although in
practice most chose to end their contact with the Service after a few months. Commonly
there was an intense period of contact following release, after which contact tapered off. One

in five cohort members were still in contact with the service after three months.

Interviewees perceived the following to be key strengths of the way in which the One Service
operated and aimed to reduce reoffending:

° Delivering an individualised service, responsive to the identified needs of each
service user.

. Addressing practical problems such as housing, benefits, training and education.
Interviewed One Service users valued this practical support and thought that it
might prevent reoffending in some instances.

° Investing time in the development of processes and procedures to operate within
the prison and in the community as a through-the-gate service — for example, to
improve and facilitate information sharing or practitioners’ access to the prison.

. Actively supporting service users to engage with local statutory and non-statutory
services, and establishing good partnership working with local agencies such as

the local authority, Jobcentre Plus, and housing and drug services.

& Almost all interviewed service users were very positive about their experience with the One Service. Where

service members did have negative statements, these tended to be relating to issues that were outside of One
Service control, for example where a cohort member was released out of the area or dealing with issues which
One Service was unable to solve.



Changing and adapting the approach to working with service users during the
course of the pilot in order to improve delivery and address service users’ needs.
For example, new service providers were commissioned, and the role of existing
partners and providers was amended. The pace of change reduced in later years,
but new partnerships were being formed and new ideas tested right up to the end
of the pilot in June 2015.°

What wider costs and benefits, if any, do stakeholders feel were incurred

through the implementation of the SIB?

A number of wider benefits can be identified as a result of the Peterborough pilot.

Some agencies were providing more services in HMP Peterborough (for a range
of prisoners, not just One Service cohort members) than they were previously, as
a result of relationships and ideas which had developed through the One Service.
Some of the commissioned voluntary and third sector service providers reported
that their involvement in the pilot had provided opportunities for learning about
collecting and using data to monitor performance.

Some elements of the One Service intervention model had been adopted by
other local partner agencies. For example, HMP Peterborough had developed an
‘Outside Links’ centre to provide support for all prisoners on the day of release.
Some of the services developed by the One Service continued to operate after
the end of the pilot, such as the new training opportunity, TTG Training CIC.
Stakeholders did not report any major costs or disadvantages from the operation
of the pilot in the area, suggesting a consensus of opinion that the pilot was

thought to deliver a good service and was well-integrated with local agencies.

9

For instance, ‘TTG Training CIC’, a residential construction and highways training centre, was developed in

January 2015 by the One Service, Job Deal and a former trainer from John Laing Training.



To what extent did stakeholders feel that the SIB led to greater innovation

and/or efficiency?

This report identifies a number of ways in which the Peterborough pilot might be considered

innovative:
e It was the first intervention in the world to be funded by a SIB.*°
. It delivered a new service to offenders in Peterborough serving sentences of less

than 12 months, filling a gap in provision.

° Perhaps as a result of SIB funding, the One Service was perceived to be more
flexible and agile than other interventions. For example, new providers were
commissioned and new ways of working were implemented throughout the pilot.

. Funding of the service was also perceived as flexible; for example staff reported
that it was quicker and easier than in other interventions to access resources to
cover, for example, temporary B&B accommodation, phone credit and other
consumables. This flexibility could prevent crisis situations (such as
homelessness), and incentivise engagement.

. There were also a number of features of the One Service which stakeholders
pointed to as innovative and that could be usefully adopted by other
interventions. These included the appointment of a full-time One Service Director
and the creation of an online case management database (accessible to
practitioners from several agencies) and the use of these data to review practice,

manage providers and report to investors.

" The use of SIBs has since expanded in the UK, with over 30 SIBs in operation or in development at the time of
writing (Cabinet Office, 2015), and worldwide, particularly in the US. A report from the Brookings Institute
(Gustafsson-Wright et al, 2015) places the global number of SIB-funded initiatives at around 44.



What were the strengths and weaknesses of the SIB contractual model as
implemented?

The SIB contractual model involved six types of relationships,** each governed by a separate
contract. While Phase 2 of the evaluation identified a number of amendments that were
made to one of these contracts — between the Social Impact Partnership*? and the Ministry of
Justice — interviews conducted for Phase 3 of this evaluation reported no further changes,

suggesting the contractual model, as amended, was a sufficient basis for the pilot.

Interviewees from Social Finance and organisations invested in the Peterborough SIB felt
that a strength of the model was that commissioned service providers from the voluntary and
third sector did not bear outcome risk dependent on results. They were paid upfront or on a

fee-for-service basis.

What key messages can be taken from the Peterborough pilot that offer useful
learning points for future payment by results models and SIBs?

This initiative was the first of its kind in a number of important ways, both in terms of its use
of the SIB funding mechanism and in its approach to partnership working to reduce
reoffending. The following conclusions and lessons will therefore have relevance both for
future through-the-gate interventions as well as ongoing debates around the use of SIBs and
similar funding approaches.

All phases of the research indicated that a dedicated service director, focused on
coordinating and facilitating partnership working, was central to the implementation
and operation of the pilot. The work of the One Service Director was consistently reported
as a factor in building and maintaining links between relevant services. Future similar
initiatives could ensure that a similar role, responsible for high-level oversight of partnership

development and maintenance, is included in the intervention design.

' These contractual relationships were: (i) Social Impact Partnership (the limited partnership set up by Social

Finance which is the contracting entity in the SIB) and the Ministry of Justice; (ii) Social Impact Partnership
and the Big Lottery Fund,; (iii) Social Impact Partnership and the commissioned service providers; (iv) Social
Impact Partnership and the investors; (v) The Ministry of Justice and Peterborough Prison Management
Limited (the consortium which holds the private finance initiative contract for HMP Peterborough); (vi) The
Ministry of Justice and the Independent Assessor.

2 The limited partnership set up by Social Finance which is the contracting entity in the SIB.



Key stakeholders — particularly the One Service and HMP Peterborough — had worked to
establish relevant processes and procedures (for example, in relation to information-sharing
and arrangements for through-the-gate working) since before the start of the pilot. However,
these issues required ongoing attention during the life of the pilot. Future similar initiatives
should be aware that the details of these practical matters will need to be discussed and

agreed upon between partners, and regularly monitored to improve practice.

Stakeholders reported a number of innovations in the pilot. Innovations included the
flexibility of funding and the resultant adaptations of the service in response to local
conditions and service user needs. The use of an integrated case management database
was also seen as innovative in both the geographic area and in reoffending interventions.
While these aspects of the One Service were in many ways innovative, with the exception of
the use of the SIB mechanism, these innovations were not necessarily a result of SIB

funding, as other (non-SIB funded) initiatives have exhibited similar characteristics.

The evaluation evidence suggests that service users accessed individualised support
that was mainly practical in nature. This responded to the predominant needs identified
among service users, relating to housing, finance, and employment. Prior research suggests

that this kind of support is central to the process of desistance.

While the One Service made extensive efforts to engage service users, longer-term
engagement was challenging to achieve since most service users disengaged from the
One Service well before the expiry of their 12 months of available support. The challenges of
establishing longer-term relationships are also reflected in prior research, and should be

recognised for any future similar intervention.

Finally, while volunteers provided additional support to service users by complementing
the activities undertaken by paid caseworkers, and working with lower-risk cohort members
in particular, the recruitment of volunteers was sometimes challenging. Challenges
included identifying the ‘right’ volunteers, working through often lengthy procedures to access
the prison, and the subsequent retention of good volunteers. This experience highlights the
value volunteers can add, but also the need for future initiatives to be aware of the possible
issues associated with the use and recruitment of volunteers, and the need for sufficient time

and resources to address them.



2. Introduction

This report sets out findings from a process evaluation of the Peterborough payment by
results Social Impact Bond (SIB) pilot. The pilot operated between September 2010 and
June 2015, and aimed to reduce reoffending by adult male offenders sentenced to under 12
months in prison and released from HMP Peterborough, by providing an intervention known
as the One Service. This chapter provides an introduction to SIBs, describes how the pilot
operated (including an overview of the One Service) and sets out the policy context for this

research.

2.1 Social Impact Bonds

SIBs are a payment by results funding mechanism whereby investors fund some or all of the
upfront or operating costs of an initiative or intervention. If the intervention succeeds in
delivering agreed improvements in outcomes for service users, investors are repaid their
investment plus a return on that investment by central or local government departments. If
agreed outcomes are not achieved, investors do not receive a return, and lose some or all of

their investment.

As outlined in greater detail in the Phase 2 report from this study (Disley and Rubin, 2014),
proponents of SIBs have hypothesised a number of potential benefits from their use.*® For
example, it is thought that SIBs may incentivise and fund change and improvement in a
range of policy areas, delivering better services and improving outcomes for users of those
services. Some of the potential benefits that SIBs are hoped to bring about, for different
stakeholders, include:

° For government, a SIB moves the upfront costs of service delivery (and the risk
of paying for services that may prove to be ineffective) to investors, who lose their
investment if interventions do not improve outcomes by an agreed amount.

. Service providers can assume lower levels of risk than under other payment by

results mechanisms. ** We previously reported that SIBs include no risk to

13 see Ronicle et al, (2014, pp. 24-6) and National Audit Office (2015, p.19) for a discussion of possible benefits

of SIBs and other forms of payment by results.

SIBs can provide the opportunity for commissioners to engage in a payment by results arrangement without
requiring providers to bear the risk of not meeting outcomes. In a SIB, some or all of this risk can be borne by
investors.

14



providers,™ but some more recent SIB-funded interventions have included
elements of conditional payments to providers.*®

For investors, SIBs offer a new investment opportunity with a ‘blended return’;
investors receive some financial return if outcomes are improved, but also value
the opportunity to use their financial capital to try to achieve positive social
outcomes.*’

For wider society and service users, SIBs may expand the availability of
services or improve the quality of existing services, and improve outcomes and

quality of life.

There is a small but growing body of research into the implementation and operation of SIBs,

although the evidence base remains limited. This means that the potential benefits of SIBs

listed above remain largely untested. Additionally, a number of (also largely untested)

concerns regarding the use of SIBs as a funding mechanism have been identified, which

include:

Like other payment by results funding approaches, SIBs might create incentives
for ‘cherry-picking’ service users likely to achieve the desired outcome, and
‘parking’ (i.e. not providing an intervention to) those who might be difficult to work
with.'® As described in Section 2.3, the Peterborough pilot was designed to
minimise such behaviours. Relatedly, programmes funded by SIBs and payment
by results mechanisms might result in an over-focus on achieving the results
measured by the main outcome metric, possibly leading to other (more) pressing
needs not being addressed, or to harmful unintended consequences (Culley et al,
2012).

The costs of establishing and operating a SIB, which have not been estimated for
the existing SIBs in the UK or elsewhere, might outweigh any savings resulting
from improved outcomes. This raises the question of whether the resources used
to fund SIBs would be better spent on improving other commissioning
approaches (McKay, 2013; Demel, 2012).

15
16
17

As reported in the previous reports of this evaluation (Disley and Rubin, 2014).
See Tan et al, (2015) and Gustafsson-Wright et al, (2015) for further description of other SIB models.
In the field of social investment the mix of financial and wider social outcomes is sometimes called a ‘blended

return on investment’. Social investment is a shift from traditional understandings of investment and models of
funding, built on an expectation that there may be both a financial and a social return on the investment (in the
form of some improvement in social, health or wider outcomes) (ACEVO, 2010). Aside from SIBs, other social
investment vehicles include debt capital, equity capital, mezzanine capital and hybrid capital. See Social
Investment Taskforce (2011).

18

See Gash et al, (2013) for discussion of possible perverse effects of incentives in markets for public services.

10



° The mechanism through which a SIB might lead to better service delivery and
improved outcomes has been hypothesised, but is not yet fully understood. This
raises the question of whether the hoped-for benefits from a SIB could be
achieved through traditional commissioning arrangements, other forms of
payment by results, or through the use of other forms of social investment
(Demel, 2012; Warner, 2013).

. SIBs can encounter challenges in measuring outcomes and attributing outcomes
to the SIB-funded intervention (Dicker, 2011), and in assigning monetary values
to the outcomes achieved to determine the appropriate outcome payments (Tan
et al, 2015).

2.2 The Peterborough pilot

The Peterborough pilot used a SIB to fund an intervention — the One Service — to reduce
reoffending by offenders released from HMP Peterborough having served a short prison
sentence (of less than 12 months). This was a non-mandatory intervention, meaning that it
was not prescribed as part of licence conditions, thus prisoners could choose whether or not
to engage with the service. Social Finance, a not-for-profit financial intermediary, was
responsible for coordinating the Peterborough pilot, and within this role raised investment

funding from individuals, trusts and foundations.

Social Finance used this funding to commission a number of providers to work together
under the banner of the One Service to deliver a voluntary, through-the-gate service, from
prison into the community, that provided support to address a wide range of needs linked to
reoffending, such as accommodation needs, help arranging benefits, or addressing
substance abuse needs and mental health issues.*® Commissioned providers included:
. St Giles Trust, who provided case workers to deliver the through-the-gate
service;?°
. Sova, who provided unpaid volunteers to support One Service cohort members,
and a landlord liaison caseworker; %

° Mind, who supported cohort members with mental health issues;

19
20
21

For more on factors linked to offending, see Ministry of Justice (2013c).

St Giles Trust also provided a peer advice trainer.

The Manager of the Sova service was a paid member of staff. The YMCA were involved in early stages of the
pilot, initially providing local volunteers. YMCA were subsequently replaced by Sova, though continued to
provide One Service cohort members with access to a gym.

11



° Ormiston Families, who provided support both to One Service cohort members
and to their families, in order to strengthen family relationships;
° John Laing Training, who provided construction skills courses that were later

recommissioned through a new initiative, TTG Training CIC.

Social Finance appointed a Director to coordinate and manage the One Service. The
Director’s role included building partnerships, commissioning and monitoring providers, and
seeking ways to modify the service where necessary to ensure that it was designed and

operated to meet the objective of reducing reoffending.

Figure 2.1 summarises the main parties involved. Further details of the commissioned

services and the roles of each of the partners are detailed in Chapter 4.%

Figure 2.1: Overview of Peterborough SIB
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2 Afuller description of the pilot, including the investment and payment structure, can be found in the Phase 1

and Phase 2 reports from the evaluation (Disley et al, 2011; Disley and Rubin, 2014).
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The Peterborough pilot operated on a payment by results basis for the first two pilot cohorts.
During this time, two cohorts, each of approximately 1,000 men were recruited® onto the
pilot and were eligible to receive support from the One Service for 12 months following their
release, as follows:
. Offenders in Cohort 1 were recruited between September 2010 and June 2012.
The support period for Cohort 1 members ended in June 2013.
. Offenders in Cohort 2 were recruited between July 2012 and June 2014. The
support period for Cohort 2 members ended in June 2015.

Criteria for inclusion in the cohorts were that men had to be:
° at least 18 years of age at the time of sentencing;
° sentenced for a consecutive period of fewer than 12 months; and

. discharged from HMP Peterborough during the pilot after serving their sentence

(or any part thereof) at HMP Peterborough.

In addition, a third cohort of offenders was given support by the One Service on a fee-for-
service basis between July 2014 and June 2015. This cohort of service users was not part of

the SIB payment by results pilot, and was therefore not covered by the evaluation.

2.3 Evaluating the Peterborough pilot

The Peterborough pilot has been evaluated in two ways: via a process evaluation of the
implementation and operation of the pilot (the focus of this report), and by independent
assessment of its impact on reoffending. The aims and objectives of the process evaluation

are described in Section 3.

2 All men released from