By: Borja Santos Porras
& Ricardo Maia

Results Based Financing (RBF)

Impact Bonds
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MODEL

An investor provides up-front financing for the operations of a service provider,
receiving a return from the outcome payer once the results have been achieved.
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2 types of Impact Bonds with the same concept, but applied in different contexts:
Social Impact Bonds Development Impact Bonds
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EXAMPLES OF IMPACT BONDS

Peterborough Prison SIB, United Kingdom, 2010

The re-offending rates among short-sentenced prisoners were exceedingly high inthe
UK. Most of the prisoners in this group had acute needs (psychologically, financially,
housing, etc.) and a high proportion left prison only to return a few months later.

Toaddress this, in 2010, thefirst SIB ever was created.

As part of it, trusts, foundations and private investors were incentivized to invest so as
to help the One Service (an umbrella organization) to perform its programme to
reduce the re-offending among short-sentenced offenders leaving the Peterborough
Prison in the UK, while the British Ministry of Justice (government) acted as the results

funder.
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Educate Girls DIB, India, 2015

In India, around 3.7 million girls are out of school. Uneducated girls are three times
more likely to contract HIV, earn 10% less income and marry 3 years earlier than
educated ones.

Toaddress this, in 2015, the Educate Girls DIB was created.

As part of it, the UBS Optimus Foundation was incentivized to invest so as to help the
Educate Girls (a local implementer) to perform its programme to improve the
enrollment retention and learning of marginalized girls in India, while the Children's
Investment Fund Foundation (CIFF) acted as the results funder.
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WHY IS IT IMPORTANT?
&» Makes money and investment more effective.
i
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@ Allows service providers to adapt to change.
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Creates incentives for better programmes.
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Iy Engages the private sector with social issues.

‘ ’ Can achieve greaterimpact.
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