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Abstract 
This article analyzes the new paradigms of impact investing and the relationship with 
social experimentation contexts, specifically, the Criminal Justice sector, where Pay by 
Result (PbR) and Social Impact Bonds (SIBs) start to be used as potential tools to foster 
the social and labor reintegration of detainees, reducing the percentage of recidivism and 
overcrowding. A new paradigm of social finance and an ideological transformation model 
aimed at supporting specific social policies that leverage the relationship between the 
public and private sectors, capable of restoring potential socio-economic benefits for the 
State and society as a whole through the balanced involvement of economic, social and 
cultural capital. 
After a brief description of what is meant in the literature for SIBs and PbR, and after 
having drawn a general profile of some international contexts (British and US) in which 
the SIBs were introduced as instruments of social finance and possible means of solving 
the problem of the prison recurrence, we introduce the state of the art of the Italian case 
and the action plan that was decided to experiment in Italy in order to favor the social and 
working reintegration of the detained persons. 
In particular, after having brought as examples of experimentation the projects already 
started in Peterborough Prison, in the UK, and in the Rikers Island juvenile prison in the 
United States, the article illustrates, in general, the possibilities of feasibility and the state 
of play of the use of SIBs in the European context, specifically, in Italy, in the Lorusso-
Cutugno prison in Turin. 
In this Italian prison, in fact, the Foundation Human Foundation with its collaborators has 
designed and launched a feasibility study since 2016, through an accurate work of analysis 
and experimental research, to test this new paradigm of social finance between potential 
limits, opportunities and risks. 
 
Keywords: social impact bond (SIB); pay by result (PbR); social finance; prison; 
recidivism; overcrowding; alternative to detention; social rehabilitation; prison Lorusso - 
Cutugno. 

 
1. What exactly is a Pay by Result (PbR) and a Social Impact Bonds (SIBs)? Is 

it possible to give a universal definition? 
On November 26th, 2018 the eighth edition of the European Sri Study took place in 

Brussels, presenting the biennial research coordinated by Eurosif: promoting sustainability 
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through the European financial markets. The study analyzed the data, guidelines and 
financial results for the two-year period 2015-2017, demonstrating an implementation of 
financial offers on all fronts. 

In the biennial Report, published in November 2018, there is an escalation of 
proposals in the social finance and impact investing sector, also for Italy, a considerable 
increase compared to 2015. A new and certainly revolutionary strategy that has grown 
52% in the last six years. 

As stated in the Eurosif Report, “Impact Investing continues to grow registering a 6-
year CAGR of 52% and reaching €108 billion in assets, from only €20 billion in 2013. We 
are bound to see more growth for this strategy in the next years, as it becomes increasingly 
aligned with Sustainable Development Goals (SDGs): a turnkey for investors” (Eurosif 
Report, 2018). 

 
Figure no. 1. Overview of SRI strategies in Europe 

 
Source: http://www.eurosif.org/eurosif-2018-sri-study-launch-event/ 

 
These data raise questions about the imminent future of these modern financial 

instruments: What scenarios will be opened in the future in the social finance and impact 
investing sector? What advantages and risks can they reserve? What are the possible 
benefits for the state and society if applied in the Criminal Justice and penitentiary sector? 

O'Leary, C., Baines, S., Bailey, G., McNeil, T., Csoba, J. and Sipos, F. (2018), write 
that “there is a considerable body of academic literature around the notion of Social 
Investment as a new welfare paradigm, particularly in relation to advanced European 
welfare states” (O’Leary, Baines, Bailey, McNeil, Csoba, Sipos  2018: p. 2), but the 
authors point out the lack of empirical research on the sub -national social investment and 
on the relations between volunteering and social investment. 

In the recent years, a particular class of impact investing, called SIBs, has spread in 
many countries around the globe, applicable in different sectors of the social and 
philanthropic dimension: health, education, criminal justice, prison dimensions, but, to 
date, there are still a few empirical studies by sector. 

At the base of the philosophy of this new form of social investment there is the 
certainty that solving a social problem means avoiding a cost for society; private investors 
invest money to finance a social intervention, the governments involved reimburse the 
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investor only if the previously agreed result is achieved through validation by an external 
body that approves the results. 

To sum up, in the field of criminal justice and recidivism, for example, at present, 
the idea is to succeed in assigning a precise financial value to a social result; in this case, 
the result is the social and work reintegration of the person in prison. If the subject 
concludes his path without recurrence, the Public Administration will not have to pay 
prison management costs, with significant savings that will favor the lowering of crime 
rates and, when the prisoner will find a regular job, a subsequent increase of tax revenue 
for the State. 

Gustafsson-Wright, Gardner, Putcha (2015) write that “the persistence and enormity 
of social problems, despite attempts to address them, suggest a need for diverse and 
innovative solutions that address the weaknesses of traditional approaches. The social 
impact bond (and the related development impact bond), a mechanism that harnesses 
private capital for social services and encourages outcome achievement by making 
repayment contingent upon success, has been proposed as one way to address some of 
these challenges”. (Gustafsson-Wright, Gardner, Putcha 2015: p. 2). 

Analyzing part of the international literature on the subject, however, we realized 
how difficult it is to return a univocal definition of what is meant by PbR and, specifically, 
for SIBs. 

The impossibility of reaching a closed and usable definition in every area lies in the 
fact that these new forms of social investment acquire peculiarities and specificities in 
relation to the objectives to which they intend to reach, to the social, legal and economic 
contexts of the countries in which they are employed. The context is an important 
discriminant that sometimes characterizes, in one way or another, these forms of modern 
social finance, between opportunities and limits of realization. 

A constant, which can certainly be found in many of the definitions in the literature 
on the subject, is the presence of capital in its various forms: economic, social, cultural, 
combined with a strong need for generalized trust in the institutions, the participants 
involved and in those who finance the whole operation, without neglecting the 
collaboration between public bodies and private and philanthropic societies. 

Social finance was created to respond to changing needs of economic paradigms 
through the use of private capital to support some items of public spending (Cohen, 2014, 
in Del Giudice, 2016: p. 19). 

According to the definition that is read in Del Giudice (2016), impact social finance 
or impact investing is a particular form of investment, “is the set of technical forms of 
social finance aimed at financing innovative projects able to improve the effectiveness and 
efficiency in the production of social goods”  (Del Giudice, 2016: p. 15). 

Del Giudice (2016) points out, however, that social finance does not currently have a 
precise definition and configuration of the areas of action. In the European context, the 
concept of “social” assumes a more restrictive value, different from the United States (Del 
Giudice, 2016: p.19). 

The forms, the recipients, the areas of application vary continuously and many 
difficulties remain in defining the scope of action of the discipline, given the dynamic 
phase of the topic. 

An unequivocal definition is due to the different contrasts of the market and the 
legal system referred to the countries that adopt this type of investment (Del Giudice, 
2016: pp. 15-16). An example in this matter is certainly represented by the European 
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context, where social finance presents important differences with respect to the value, the 
ends, the applicability that can be pursued, for example, in the US or British context. 

C. Fox and K. Albertson (2011), who have studied in their article the impact that 
PbR and SIBs have in the context of criminal justice, write that “PbR allows the 
government to pay a provider of services on the basis of the outcomes their service 
achieves rather than the inputs or outputs the provider delivers. It is suggested, by focusing 
reward on outcomes and providing minimal prescription as to how these outcomes should 
be achieved, payment by results models will drive greater efficiency, innovation and 
impact in tackling social problems. This approach is being explored in different parts of the 
public sector, including the Department for Work and Pensions. PbR is seen as a key tool 
in reforming criminal justice services” (Fox and Albertson, 2011: p. 395). 

They also write that “social impact bonds (SIBs) are a form of payment by results 
which allow the financing of social outcomes via private investment. It is suggested that 
payment by results and SIBs will drive greater efficiency, innovation and impact in 
tackling social problems through focusing reward on outcomes and providing minimal 
prescription as to how these outcomes should be achieved. It is suggested that this may be 
achieved while also reducing risk for government” (Fox and Albertson, 2011: p. 395). 

The authors, however, in their article bring to light the possible limits of the 
applicability of these financial instruments, showing uncertainty and skepticism for some 
sectors, in fact, they argue that it is not always easy to estimate and evaluate the potential 
impact of interventions, measure the benefits, and demonstrate the tax return. 

The authors acknowledge that through the use of PbR we can arrive at interesting 
solutions in the public sector, however, in the criminal justice sector, where it would be 
difficult to quantify the savings potential, the benefits have yet to be demonstrated (Fox 
and Albertson, 2011: p. 395). 

Another possible definition of SIBs is as follows: “social impact bonds (SIBs) are 
among the newest and most promising innovations within the impact investing space. As 
financial instruments that mobilize investment capital to tackle social challenges, they have 
the potential to create shared value - financial returns for investors, social benefits for 
underserved communities and individuals, and enhanced efficiency for governments and 
social service providers. Until their promise is demonstrated, however, the future of SIBs 
is far from certain” (Palandjian and Hughes, 2013: p. 1). 

But, despite the good conditions, even in the definition of these authors ambiguity 
remains on the results and the possibilities of evaluating the objectives achieved. Surely, 
the success of SIBs lies in measuring their social impact, but the social impact is very 
difficult to measure. 

In a recent paper, the authors N. McHug, S. Sinclair, M. Roy, L. Huckfield, C. 
Donaldson (2017) presented a wide-ranging critique of the SIBs, analyzing the unexpected 
consequences that could occur for the English third sector. 

The authors, in fact, highlight the main limitations of these social finance 
instruments, such as measuring social impact and social goals for which standard measures 
are not available; the authors anticipate the need to adopt new indicators. 

They write: “SIBs are a form of ‘social investment’ (Lehner and Nicholls, 2014; 
Nicholls et al., 2015) or ‘impact investment’ (Jackson, 2013), where private investors fund 
the capital requirements of social interventions and receive market rates of return only if 
the intervention achieves some predefined outcome targets. Technically, a SIB is not 
actually a ‘bond’ as understood in conventional finance terms, but a form of ‘Payment by 
Results’ (PbR) policy. PbR was initially introduced in UK welfare provision by the Labour 
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government in 2009 as part of the Flexible New Deal employment activation programmed, 
and then expanded and extended over the course of the Conservative-Liberal Democrat 
Coalition UK Government, which was in office from 2010-2015” (Roy, McHugh, and 
Sinclair, 2017: p. 3). 

According to the authors' comments, “on a technical level, SIBs require a significant 
amount of investment to become operational, let alone effective. Consequently, SIBs are 
too expensive and risky for most community-owned organizations” (Roy, McHugh and 
Sinclair, 2017: p. 6).   

Ronicle J., Stanworth, N., Hickman E., Fox, T. (2014) write: “a Social Impact Bond 
(SIBs) is a relatively new concept, but one that has caused much interest in the UK and 
overseas, especially in the US. But what is a SIB? What are the benefits and challenges of 
being involved, and what needs to be done to grow the market? ... SIBs are becoming an 
increasingly important way of delivering services and interventions that improve outcomes 
for individuals and communities in both the UK and overseas. A SIB is a type of Payment 
by Results (PbR) contract, where the finance needed to make the contract work is provided 
by social investors rather than by service providers” (Ronicle, Stanworth, Hickman, and 
Fox, 2014: p.1).  

In other words, “SIB is an innovative financing mechanism in which governments or 
commissioners enter into agreements with social service providers, such as social 
enterprises or non-profit organizations, and investors to pay for the delivery of pre-defined 
social outcomes (Social Finance, 2011; OECD 2016: p. 4).  

More precisely, a bond-issuing organization raises funds from private-sector 
investors, charities or foundations. These funds are distributed to service providers to cover 
their operating costs. If the measurable outcomes agreed upfront are achieved, the 
government or the commissioner proceeds with payments to the bond-issuing organization 
or the investors. In reality, the term “bond” is more of a misnomer. In financial terms, SIBs 
are not real bonds but rather future contracts on social outcomes. They are also known as 
Payment-for-Success bonds (USA) or Pay-for-Benefits bonds (Australia). (OECD 2015: p. 
5).  

SIBs are therefore a form of investment with a social impact through which we 
intend to bring new capital into the social world. Creating a SIBs model requires a careful 
analysis of the context and of the social and legal variables in order to be able to calibrate 
the measurement of the social impact of the project, and the subsequent validation of the 
results. 

Before starting an experiment of SIBs it is necessary to analyze and evaluate a series 
of socio-economic and juridical variables of the country of departure, to arrive at a careful 
analysis of the state of the art of the social investment plan in order to evaluate if in that 
context, the use of SIBs tools will be able to return advantages for the Public 
Administration and for the reference company over time, with an important economic 
saving for the state finances and a significant increase of social capital for the social actors 
involved. 

Until now, the social finance tools are used to try to give answers in terms of social 
and economic advantage in different areas: school, health, legal-criminal etc. 

Singular experiences of using PbR have been used to try to reduce the phenomenon 
of prison recurrence, as in the case tested starting in 2010 in the UK, at Peterborough 
Prison's, or in 2012 in the United States, where, in Rikers Island's prison, social finance 
trials for the recovery of young deviants were initiated. In Europe too, cases of social 
finance experimentation have been carried out in the prison context. 
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Specifically, in Italy, between 2016 and 2017, a research group headed by the 
Human Foundation, after careful and meticulous work of analyzing the context and 
studying possible risks, in close collaboration with the Italian Penitentiary Administration 
Department wanted , on the English example, experimenting with a model of social 
finance such as the SIBs, tried to reduce the percentage of recidivism of persons in 
detention through programs of social rehabilitation, rehabilitation and social rehabilitation. 
The following is a brief illustration of the pioneering examples of the application of SIBs 
in the Anglo-Saxon, American and Italian prison context. 
 

2. The experience in the United Kingdom: the case of Peterborough Prison 
Fox and Albertson (2012) write that “in recent years the UK government has 

emphasized evidence-based policy, as a part of which the Payment by Results (PbR) 
approach has increasingly been promoted. Payment by Results allows the government to 
pay a provider of services on the basis of specified outcomes achieved rather than the 
inputs or outputs delivered. Linked to PbR is the innovative source of funding social 
interventions know as Social Impact Bonds (SIBs)” (Fox and Albertson, 2012: p. 355). 

In fact, “in 2010, the world’s first Social Impact Bond (SIB) was launched at 
Peterborough Prison. It was used to fund an intervention – ‘The One Service’ – aimed at 
reducing the reoffending among prisoners discharged after serving a sentence of less than 
12 months. Under the terms of the SIB, investors are paid according to how successful the 
One Service is in reducing reconvictions. If a minimum threshold of a 7.5% reduction in 
reconviction events is reached across the pilot, payment is triggered. Additionally, there is 
an option to trigger an early payment if a 10% reduction is noted in the number of 
reconviction events in individual cohorts” (Anders and Dorsett, 2017b: p.1). 

A propensity score matching (PSM) approach was used to estimate the impact. For 
cohort 1, the impact was estimated, by a previous team of independent assessors, to be a 
reduction in reconviction events of 8.4% (Jolliffe and Hedderman, 2014 in Anders and 
Dorsett, 2017b: p. 1). 

Peterborough's experience started from the assumption that it was possible to create 
a relationship between lowering the rate of recidivism and potential savings by the 
administration of justice. If the detained person had not returned to prison at the end of the 
detention path, the Public Administration could have benefited from quantifiable benefits 
with respect to the costs that would have been incurred instead directly as a result of the 
detainee's return to the detention ring. Indirect benefits should not be underestimated as the 
community, in the event that the subject had not repeated the crime, would have enjoyed a 
considerable reduction in the crime rate up to a higher tax revenue when the prisoner had 
found a job stable work. 

Moreover, if the application of this new instrument had worked as expected, it 
would have favored the reduction of perception of urban insecurity percentages with a 
proportional increase in generalized trust of the population involved, which would have 
returned, in indirect terms, the advantage received. The Public Administration, however, 
would have repaid private investors, who had anticipated capital to test the effectiveness of 
the project, only if the pre-set results had actually been achieved. A third independent 
element should have acted as a verifier, i.e. validate if the initial results had been achieved; 
if everything went as planned, the investment risks for the state would be reduced. 
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Below is proposed a diagram illustrating the mechanism of SIBs in Peterborough 
Prison. 

Figure no. 2. The mechanism of SIBs in Peterborough Prison 
 

 
Source: httpwww.secondowelfare.it%2Fprivati%2Finvestimenti-nel-sociale%2Fsocial-
impact-bond-usa-uk.html&psig=AOvVaw1D6NE0SqBKoUS-
N166zTW5&ust=1545708032126385&ictx=3&uact 
 

 
Figure no. 3. The Peterborough Social Impact Bond to reduce reoffending 

 

 
 
Source: https://www.rand.org/content/dam/rand/www/external/randeurope/research/ 
projects/social-impact-bonds/peterborough-social-impact-bond 
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Figure no. 4.  Social Impact Bonds the state of play 
 

 
Source:https://www.interregeurope.eu/fileadmin/user_upload/tx_tevprojects/library/file_15
360638 

 
Figure no. 5.  Stakeholders’ Perception of Social Impact Bonds  

 
Source: https://www.biglotteryfund.org.uk/research/social-investment/social-impact-bonds 

 
In the British intervention model, a sample of adults has been selected, with a final 

maximum sentence of 12 months, called short-sentence prisoners. These subjects were 
given support divided in two phases: aid in the period before the release and provision of a 
series of services after the release of prison, a way to discourage any criminal acts. Three 
cohorts of work were composed of 1000 subjects for a total time of 24 months for each 
cohort. 
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According to Gov.UK, “the results for the first cohort were published in August 
2014 and showed that the pilot achieved an 8.4% reduction in reconviction events. This 
was insufficient to trigger an early payment for the first cohort as it did not reach the 10% 
threshold but it did mean that the pilot was on track to reach the combined cohort target”.  

On the Social Finance UK website’s read that “the results for cohort 2 show that the 
pilot achieved a 9.7% reduction in reconviction events. To establish the overall success of 
the program, the independent assessor took the weighted average of the two cohorts. It was 
9% - above the minimum threshold of 7.5% and sufficient to trigger an outcome payment”.  

In August 2017, The Guardian published some project results and commented as 
follows: “from 2010-2015, the service helped more than 2,000 men leaving prison. Figures 
on the first cohort, released in 2014, were good at 8.39%. Not enough for an early payout, 
but we remained confident and our announcement in July bore this confidence out. The 
service achieved a 9.74% reduction in re-offending. This will not only deliver for 
benefactors, who will see their initial investment repaid alongside a healthy interest 
payment, but also for wider society. Reductions in re-offending save the taxpayer, reduce 
the number of future crime victims and may persuade the investors to reinvest their capital 
back into helping make society a better place for us all” (Owen, 2017). 

Although visible results have been achieved in 2010, many remain skeptical about 
the effective validity of these social finance instruments, especially when it is not possible 
to validate the result achieved due to the absence of evaluation and measurement 
standards. 

C. Fox and K. Albertson discuss the potential benefits of PbR and they survey its 
use across the UK public sector, focusing especially on the criminal justice system (CJS),   
they conclude that PbR has a place in commissioning services, but that its role in the CJS 
is likely to be limited and unlikely to succeed as a socially efficient means of attracting 
new sources of funding, and they finish by considering two alternatives to PbR: justice 
reinvestment and personalization” ( Fox and Albertson, 2012: p. 355). 

 
3. The experience in the United States: the case of Rikers Island Prison. 
In 2012, Goldman Sachs financed the first SIB in the United States. The aim was to 

try to reduce the percentage of recidivism among young prisoners in Rikers Island Prison. 
In fact, almost half of the boys released each year from the US prison returned there for the 
next 12 months. An alarming fact that convinced the institutions to start a new social 
finance program that could partially stem the emergency of recidivism; it was therefore 
planned to start an important rehabilitation program for young prisoners. 

In this sense, in August 2012, an SIB was designed with the aim of supporting the 
provision of therapeutic services to young people aged between 16 and 18 years in the 
New York prison. 

In the American context it happened that, as we read in MDRC, a nonprofit 
organization, “a Social Impact Bond (SIB) encourages private investment in the scaling of 
evidence-based preventive services with the goal of spurring innovation and increasing 
accountability. Investors provide financing for federal, state, or locally-run programs with 
the potential to achieve savings for government budgets or returns for society at large, for 
example, a reduction in incarceration. If the program meets pre-established outcome goals, 
the government entity uses the savings to pay back investors with interest. An intermediary 
organization may put the pieces of a SIB together, making a match between the 
government and the investors and overseeing program operations. MDRC plays this role in 
the Adolescent Behavioral Learning Experience (ABLE), which is implementing a 
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cognitive behavioral therapy program for youth detained at New York City’s Rikers Island 
with the goal of reducing recidivism by at least 10 percent” (MDRC Key partners in 
NYC’s Social Impact Bond). 

A look at how the SIB is structured and key partners: 
 

Figure no. 6. SIB structure and key partners 
 

 
Source: https://www.mdrc.org/key-partners-nycs-social-impact-bond 

 
In 2012, therefore, a program called ABLE, Adolescent Behavioral Learning 

Experience, was launched at Rikers Island. It was a cognitive-behavioral therapy program, 
implemented by a therapy program, Moral Reconation Therapy (MRT). Compared to the 
English model, according to what was highlighted by the Human Foundation, the figures 
involved were in greater numbers: the New York City Hall, the Department of Corrections, 
the intermediary figure of MDRC, the Goldman Sachs Bank's Urban Investment Group 
(UIG) , Bloonberg Ph., Osborne Ass., and the independent validation body, the Vera 
Institute of Justice. Unfortunately, the US attempt only partially returned the expected 
results. 

“Financing the provision of therapeutic services to inmates at Rikers Island 
represented a unique opportunity to fulfill UIG’s commitment to double bottom line 
investing by making a real difference in the lives of the adolescents imprisoned at Rikers 
Island while earning a modest return in line with traditional community development 
financing products. In addition to the social and financial returns associated with this 
transaction, UIG also saw it as an opportunity for Goldman Sachs to make a significant 
contribution to the development of a new financial instrument that has the potential to 
transform the way service providers, governments, and financial institutions collaborate to 
address pressing social issues with evidence-based interventions” (Olson and Philips, 
2013: p. 97). 

In a 2015 article “Impact Evaluation of the Adolescent Behavioral Learning 
Experience (ABLE) Program at Rikers Island”, published on the Vera Institute of Justice 
website, we read the following: “the Vera Institute of Justice served as the independent 
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evaluator of the nation’s first social impact bond—an innovative form of pay-for-success 
contracting that leverages private funding to finance public services—to fund the 
Adolescent Behavioral Learning Experience (ABLE) for youth at Rikers Island. Vera 
employed a quasi-experimental design to determine whether participation in the ABLE 
program led to reductions in recidivism for youth passing through the jail. Vera determined 
that the program did not lead to a reduction in recidivism for program participants” (Vera 
Institute of Justice 2015), end the program was stopped in 2015. 

The Vera Institute has published an account of the achievements achieved after the 
use of the ABLE project, highlighting that the program used had not returned the expected 
results, not having encouraged the reduction of recidivism for the subjects who had taken 
part in the initiative. Being a first attempt, all the involved figures knew of the risks that 
they would run, being an unexplored territory, but, nevertheless, the employment of the 
first SIB at the American juvenile prison had nevertheless opened new roads towards a 
different way of thinking. 

In fact, “Vera determined that the program did not lead to reductions in recidivism 
for participants. When external factors were taken into account, the rate of recidivism for 
eligible 16- to 18-year-olds was statistically equivalent to the matched historical 
comparison cohort. The 19-year-olds and the study cohort (16- to 18-year-olds) displayed 
similar trends in rates of recidivism over time, indicating that any shifts were the result of 
factors other than the ABLE program. The program did not reduce recidivism and, 
therefore, did not meet the pre-defined threshold of success, a 10 percent reduction in 
RBDs for the study cohort” (Parsons, Weiss and Wei, 2016: p.3). 

 
4. The experience in the European Community: the case of Lorusso-Cutugno 

Prison in Italian context∗. Analysis of a specific case: SIBs and the state of play 
In Italy, an experimental study conducted between 2016 and 2017 and coordinated 

by the doctor. F. Mento tried to demonstrate the limits and resources for the potential use 
of a social finance tool in the Italian prison context, chosen as an innovative 
experimentation laboratory in the wake of experiences experimented in other international 
contexts. 

The initiative to experiment with social finance policies to limit the recidivism rates 
in a country where this problem is present has been promoted by the Human Foundation 
and the Development and Growth Foundation (CRT), in collaboration with the Milan 
Polytechnic, the University of Perugia and KPMG. 

The research group∗∗ has developed a feasibility study entitled “The application of 
Pay by Result tools for the innovation of programs for social and occupational 

																																																								
∗ All the information summarized below, referring to the state of the art of the Italian situation, are 
taken from the Feasibility Study Report "The application of pay-by-result tools for the innovation of 
the social and work reintegration programs of the detainees ", Coordinated by the Human 
Foundation.  
∗∗ The research group was coordinated by dr. Federico Mento of the Human Foundation. 
Contributors to the research: Francesca Broccia, Filippo Montesi and Elena Pons (Human 
Foundation); Stefano Anastasia and Francesca Sola (University of Perugia); Fania Michelucci 
(Polytechnic University of Milan); Cristiano Ereddia and Marco Virginillo (KPMG); Marco 
Camoletto and Bianca Viarizzo (CRT Development and Growth Foundation); Lawyer Antonio 
Finocchiaro.	



Iolanda Romualdi	

61 
	

reintegration of prisoners” (“L'applicazione di strumenti Pay by Result per l'innovazione 
dei programmi di reinserimento sociale e lavorativo delle persone detenute”).  

In the project, a non-secondary contribution was given by the Penitentiary 
Administration Department (DAP) and by the direct involvement of the Lorusso-Cutugno 
Penitentiary Institute of Turin. 

In the intentions of the research group, coordinated by the Human Foundation 
organization, there was a willingness to experiment in the Italian context a new financial 
instrument, based on a PbR model already used in England in the criminal sector, with the 
aim of understanding if indeed, in the Italian context, this experimentation of social finance 
could lead to appreciable results or not, despite the numerous limitations of the country. 

It was an innovative program to encourage the reintegration of prisoners in the social 
context, to try to reduce recidivism rates and overcrowding in the Italian context. The only 
way to test the benefits and the limits of this new financial instrument was to implement it 
starting from a concrete context such as that represented by the Penitentiary Institute 
Lorusso - Cutugno di Torino. A project similar to those described above, but to be realized 
in a context, such as the Italian one, largely different from the American and British ones. 

The research team worked by relating the financial dimension with the achievement 
of measurable results. In the dynamic that underpins a PbR, the evaluation procedure 
becomes indispensable in order to determine if the original objectives have been achieved, 
and the role of the evaluator is bound to a series of duties and responsibilities. This 
dimension is also supported by the impact measurement action used by the research group, 
in which case, the research group considered it essential to use the Propensity Score 
Matching (PSM), as a tool to guarantee accuracy and rigor. 

A specific step for the research group concerned the analysis of the applicability 
factors of the PbR tool in the Italian legal context. 

Taking as reference point the report drawn up by the research group we know that 
also in Italy at the base of the project we find the main actors foreseen in a PbR project. 
Also, in this situation one or more private subjects selected by the Public Administration 
assumes responsibilities in the management of a project that involves the social sector, 
making an investment so that it reaches the provision of a social service. 

 As stated in the Feasibility Study (2016-17), “to finance this investment, a 
specialized intermediary will activate a collection of financial resources from the market 
that on maturity will have to be repaid by the project itself, by achieving measurable social 
objectives, to which financial savings are linked to the previous management” (Human 
Foundation - Feasibility Study, 2016-17: p. 14). In this case, the main social actors 
involved are: the Public Administration, which, in the case of a successful social 
innovation project, turns out to be the first beneficiary; in fact, it will be able to provide 
social and personal services by drawing on an indirect financial fund. 

Through the use of PbR, the Public Administration is able to “find necessary 
investments without additional charges for the public budget” (Human Foundation - 
Feasibility Study, 2016-17: p. 15). 

Another important element of triangulation is represented by the figure of private 
investors. These subjects become available by making available an economic and social 
capital necessary to carry out the social innovation project, taking charge of any financial 
risk. Their capital can only be recovered if the pre-established targets are achieved. 

“The PbR, therefore, consists of a financing mechanism in which the return for 
investors is determined by the positive consequences generated by the financed social 
activity” (Human Foundation - Feasibility Study, 2016-17: p.16). 
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Other important pieces in the PbR transaction are represented by the figure of the 
specialized intermediary, by the technical advisor of the operation and by an eventual 
evaluator of the operation. 

The Italian working group has worked on a sample of prisoner recipients of recovery 
activities within the “Lorusso-Cutugno” District House of Turin, highly studied and 
selected following precise survey parameters. 

At the basis of the experimentation project, the research group has used a specific 
methodological approach useful in structuring programs and interventions, defined as the 
tool of Change Theory that allows to elaborate and describe its model of social 
intervention. 

The art plan presented between 2016 and 2017 is being tested, the research group 
between risks and conscious limits, wanted to test the feasibility of new social finance 
opportunities despite the Italian context is different, in some respects, from British and US 
contexts. 
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