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Background 
What are Social Bonds 

Government objectives 
Programme Process and next steps 

What’s inside: 

Commercial in Confidence 



• The Ministry of Health (on behalf of the New Zealand Government) is leading a project to develop a pilot to test the viability and value of 
social bonds in New Zealand.  

• Social bonds are an innovative way for Government to contract for social outcomes. They see private organisations partner to fund and 
deliver services to improve social outcomes. If they achieve agreed results, Government will pay back the investors their investment plus a 
return. Investor returns depend on the level of results, up to an agreed maximum. 

• New Zealand is among the first countries piloting and actively exploring Social Bonds. This follows Ministry of Health led cross-government 
work in 2012/2013 that explored the potential for using Social Bonds in New Zealand. Social Bonds are currently underway in the United 
Kingdom, United States, South America, Holland and Australia, and are being actively explored in Canada, Ireland and Israel.  

• In 2013/2014 the Ministry issued two discrete Registration of Interests (ROIs) for Outcomes and Service Providers and Intermediaries. From 
these the Service Providers and Intermediaries were shortlisted and the pilot has moved into Phase 3: Solution Establishment. 

• A Matchmaking Day, held in November 2014, provided the opportunity for Service Providers and Intermediaries to meet and begin the 
process of determining if a suitable partnership can be formed. A subsequent Education Event, in December 2014, provided further 
information to participants included in this procurement process. 

• A Request for Solution Outline was released on 19 December 2014 to enable partnerships, that were formed as a result of the 
matchmaking process, to submit details of their proposed Solution Outline. 

• Solution Outlines were received on Monday 02 March.  

• Four solution outlines have been shortlisted for further evaluation  

• One solution outline relating to a mental health and employment outcome has had its process fast-tracked for co-joint development and 
for a business case and recommendation paper to Cabinet in August 2015 
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Background… 

Commercial in Confidence 



Social bonds see private and not-for-profit organisations partner to fund and deliver services to 
improve social outcomes. If they achieve agreed results – government will pay the investors back 
their investment plus a return.  Investor returns depend on the level of results, up to an agreed 
maximum 
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Verification of 

Outcomes to

Trigger payment

Independent Assessor
Measurement

Investors 

Capital re-payment

plus return – IF services

achieve agreed results

Investment (e.g. Bonds

or loans)

Intermediary

Success

payment

Outcome-based

contract

Multi-year operating funding

Outcomes

• Service providers: deliver services 

• Investors: provide upfront funding to 

deliver services 

• Intermediary: assists with raising 

funding and driving service 

performance 

• Independent assessors: review and 

verify results. 

The ‘Roles’ 

International examples 

Initiative Population Aim Investment 

UK 

Peterborough 

3000 

prisoners 

Reducing 

reoffending 

£5M /8 yrs 

Australia 

Newpin 

 

Children in 

care  - 700 

families 

% returned 

to families 

$ 7M /7 yrs 

Australia 

Benevolent 

Society  

300+ at-risk 

families 

Safety & 

prevent entry 

to care 

$ 10M /5 yrs 

The model above is based on the Peterborough Social Bond – there are a range of structure variations operating 

around the world.  

In a nutshell, what are Social Bonds? 
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We are ‘agnostic’ about how each Partnership structures the relationship / role of the Intermediary… 

For example, in the example below, the Service Provider has a direct contract with the Crown and the Intermediary links Investors to the 
Service Provider via a loan structure. Arguably the Intermediary functions have been divided between the Provider and Social Ventures 
Australia.  

Regardless of the structure, the critical 

success factors are: 

• Clear, defined, measurable outcome 

• Aligned Minister and government 

agencies 

• A service or programme with potential 

for social impact 

• Willing investors 

• A well-defined group of service users 

• A suitable contract 

• A robust measurement framework 

• An independent auditor 

Key Success Factors 

Social Bonds come in different ‘shapes and sizes’… 
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Social Bonds are in various stages of implementation around the world… 
 

 

• New York State | Recidivism & 

Employment 

• Utah | Early childhood education 

• Massachusetts | Juvenile Justice 

• Massachusetts | Homelessness; 

Adult education  

• Rikers Island | Recidivism 

• California | Asthma pilot 

• Various states | RFI/development 

• Newpin | OOHC 

• Benevolent Society | OOHC 

• Queensland | EOI stage 

• Sth Australia | EOI stage 

Buzzinezzclub (Netherlands) 

Youth unemployment 

Duo for Job (Belgium) 

unemployment 

• Peterborough | Recidivism 

• It’s All About Me  | Adoption 

• DWP (10) | Disadvantaged Youth 

• Essex | OOHC 

• Greater London | Homelessness 

• Manchester | OOHC  

• Sweet Dreams | OOHC 

• Israel | Diabetes &  others 

• South Africa | Feasibility 

NZ Social Bonds Pilot 
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The NZ Social Bond - what does the Government want out of this Pilot and the current 
procurement process? 
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From the Pilot… 

 
• Test the concept within the New Zealand context to see whether this is an effective and efficient way for government to reduce social 

problems 

• Develop the conditions to use social bonds more widely in the future: including growing the social-investor market and building capabilities 
of service providers, government agencies and Intermediaries. 

• Learn lessons that could be applied to other forms of payments-for-results and/or outcomes-based contracting 

• Enable Government to make more informed decisions on whether to use payments-for-results and outcomes based contracting more 
widely 

 

From the Procurement Process… 
 
• The purpose of the Request for Solution Outline (RFSO) is to identify and shortlist up to four potentially viable solutions for a social bonds 

pilot.  These Solutions will then be advanced to the next phase of the social bonds pilot procurement process (solution design and solution 
specification).  

• One of the ultimate goals of the procurement process is to recommend two social bond pilots to Ministers.  

• Another purpose of the RFSO is to collect key information needed to effectively start the structured dialogue process anticipated within the 
solution design phase. 
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Our Social Bond procurement process is currently in Phase 3 of a five-phase process 

The following diagram provides a view of the procurement phases involved in establishing a social bond pilot. 

Phase 1: Completed 

Phase 2: Completed 

Phase 3: The main objectives of this phase are for: 
• shortlisted Intermediaries and Service Providers to come together for a ‘match making’ exercise (completed) 
• successfully ‘matched’ partnerships to submit Solution  Outlines 
• solution outlines to be evaluated and shortlisted further and for up to four to be taken into a solution design phase, ahead of the final pilot selection 
• structured dialogue between partnerships and Government to ‘flesh out’ proposed solutions and enable specifications to be drafted 
• final bond selection 
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Phase 4: Contract negotiation of an 
Outcome Agreement. 

Phase 5: Government will, where 
applicable, work with the  
Intermediary to implement the  
agreed pilot model.  

1 

2 

Matchmaking 

Intermediaries and Service Outcome Providers are 
introduced to enable a partnership to be established 
and a basic solution outline to be formed.  

Solution Outline 
 
‘Request for Solution Outline’ issued to all participants 
with specified date for response.  Specifications are 
written by Government  and are sufficiently detailed to 
obtain comparable responses.  Responses will be 
evaluated and a short-list created. This will enable 
Govt. to prioritise Social Bond projects.  

 
Short-listed responses will be invited to participate in a 
dialogue process to ‘flesh-out’ the potential Solutions.   

ROI for Service 
Outcome & 

Provider 

Registration of Interest (ROI) to assess and 
recommend a shortlist of service outcomes 
and associated providers 

ROI for 
Intermediary 

ROI to assess and recommend a 
shortlist of intermediaries 

Solution 
Establishment 

Phase 

Contains a market introduction between shortlisted 
intermediaries and shortlisted service providers as well 
as a structured approach to establishing the principles, 
fundamentals and scope of the social bonds pilot 
solution 

Contract 
Negotiation 

Negotiation of an Outcome Agreement 
with relevant counter party(s) 

Pilot 
Establishment 

Government will work with all parties 
where required during the implementation 
phase 

4 

5 

3 
We are 
here 

Approval in 
principle for 
Ministerial 

support and 
funding 

 
Specifications are written by Government.  

 
Prioritisation/selection of initial Social Bonds and 
approval by Ministers. 

Bond Selection 

Solution Design 

Solution Specification 
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Seven proposals were received to our Request for Solution Outline 
 
 

To be successful the social bonds pilot needs to have: 

• A service or programme with potential for social impact 

• Willing service providers who are committed to investing and engaging in the long term procurement 
process and social bond pilot term 

• Willing investors 

• A suitable sized, well-defined group of service users 

• A robust measurement framework 

 

At this stage of the project, we are specifically testing:  

• An Outcome that is measurable 

• A Payment By Results mechanism 

• Third party investment 
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• There were seven Solution Outlines proposed, covering a range of social sector topics including 
health, employment, youth crime and reducing recidivism.  

• These were evaluated using a three-gated process and the first round of short-listing has been 
completed, with an initial short-listed of four created.  

•  This will be followed by a check of the pervasive factors and then further short-listing will take place 
ahead of a structured dialogue process.  


