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Abstract  

Drawing on organisational complexity theories, this thesis increases understanding of the 

social impact investment market by examining how it shapes and is shaped by social 

innovation.  It discusses the different schools of social innovation thought and emphasises 

the need for a complexity thinking approach to both social innovation and the social impact 

investment market.   To that end, this thesis is framed by theories of performative market 

shaping, a perspective which takes its complexity thinking nature from integration of several 

synergistic perspectives of markets: complex adaptive systems; relational networks of 

learning; sensemaking; and embeddedness.  Performative market shaping is an approach to 

the study of markets which eschews the neoclassical economic assumption of the market as 

a self-generating reality.  Instead, performative market shaping posits that the shape of a 

market at a given time is the emergent result of non-linear interactions between the 

performance of market actor concerns, and the sense each actor makes of others’ 

performances.   

The empirical setting for this thesis is an embedded case study of social impact bonds (SIBs) 

in the Australian social impact investment market.  Social impact investment is the use of 

private capital to fund endeavours that produce both a financial return and measurable 

social return.  A social impact bond is an equity investment in which private funders pay for 

the upfront cost of delivering a social service, and receive performance-based returns from a 

funder, which in Australia is usually a State government.  In Australia, SIBs are a prominent 

feature of public policy approaches to the social impact investment market. 

The resulting three research papers were produced through a qualitative, processual 

research design incorporating methods of analysis which take a constructionist, relational 

approach to the study of markets.  The analytic methods were organisational discourse 

analysis, specifically, an analysis of rhetoric contained in market grey literature and 

participant interview transcripts; an Event-based Network Process Analysis (EnPA); and 

Alternate Template Strategy.  The first paper makes a unique contribution to public policy 

literature by connecting social innovation thought with the need for adaptive impact 

investment instruments; the second makes a contribution to the market shaping literature 

relating to processes of social innovation in concerned markets; and the third contributes to 
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understanding how impact investment markets are shaped by ethical tensions amongst 

different schools of social innovation thought.   Together, they advance knowledge of how 

social innovation and economic markets are bridged. 
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1. Introduction  

“The complexity approach to economics has the potential to make the historical framing of 

politics obsolete … the fundamental question isn’t Left versus Right; it is how best to evolve.” 

- Eric Beinhocker (2006, pp. 417–418) 

Drawing on organisational complexity theories, this thesis increases understanding of the 

social impact investment market by examining how it shapes and is shaped by social 

innovation.  Economic markets, like social and political institutions, are the emergent result 

of non-linear and unpredictable interactions between the performance of actor concerns, 

and the sense each actor makes of others’ performances.  Guided by this principle, this 

research explores the premise that that impact investment market actors are particularly 

concerned with social innovation, and that those actors’ many and varied interpretations 

and performances of social innovation both shape, and are shaped by, the evolution of that 

market.   

1.1 Background to the research 

1.1.1 Impact investment market 

The impact investment market sprang in part from the need to reconsider the role of 

finance in society following the global financial crisis of 2008 (Schinckus, 2017) and has 

approximately AUD$13.8 billion invested in Australia. The vast majority of this capital is 

placed into green bonds, community finance and property or infrastructure (Thompson & 

Bayes, 2019).   Impact investment is a niche, worldwide market, popularly defined as the use 

of capital to fund endeavours that produce both a financial return and a measurable social 

or environmental return (Bugg-Levine & Goldstein, 2009; Höchstädter & Scheck, 2015; 

Logue, 2019).   

This definition assumes the market is an ‘a priori, self-generating reality’ (Ellis, Jack, 

Hopkinson, & O’Reilly, 2010, p. 228) which operates on neoclassical economic principles of 

supply-demand and price-value equilibrium, wherein value needs to be measured in order 

to be exchanged (Nicholls, 2017).  In the definition of impact investment as a market of 

measured social value there is also an assumption that the quantitative measurement of the 

‘social’ is a desirable process, one which promotes social innovation and positive change for 
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both the individuals served under specific investments, and for society as a whole (Wood, 

Thornley & Grace, 2013).   Social innovation and social change are therefore key concepts to 

define and explore when seeking to understand the impact investment market (Nicholls, 

Moore & Westley, 2012). 

1.1.2 Social impact bonds (SIBs) 

A social impact bond is just one of a growing number of products and structures evolving 

within the social impact investment market.   The term social impact bond is a misnomer as 

this investment is not a financial bond instrument (Charlton, Douglas, Flatau & Gill, 2014), 

but rather a performance-based contractual arrangement and a type of public-private equity 

investment, which in its simplest form, is between three parties: private investors, a social 

service provider, and funder – who in Australia, is usually a State government (Dear et al., 

2016; Schinckus, 2017).  Despite the prominence of SIBs in public policy approaches to, and 

media coverage of, the impact investment market (Arena, Bengo, Calderini & Chiodo, 2016), 

only AUD$153 million of the Australian impact investment market is invested into social 

impact bonds (Thompson & Bayes, 2019).   

SIBs fund social services aiming to tackle complex social problems such as prisoner 

recidivism, children in out-of-home care and homelessness.  Private investors fund the 

upfront costs of a social service program being delivered to a population in need of that 

service; social service program providers deliver the program and are responsible for 

meeting specified social outcomes under the contract; and government repays investors 

according to financial metrics linked to the achievement of social outcomes (Fox & 

Albertson, 2011).  The financial return on the investment is linked to the achievement of 

measurable social outcomes on the premise that positive life outcomes for participants lead 

to financial savings for government – for example, a client experiencing homelessness who is 

assisted into stable housing and receives social integration and trauma support under a 

social impact bond, will be less likely to need expensive government-funded emergency 

health services (Wood et al., 2016).   Evidence of social outcomes are usually premised on 

reductionist, clinical methods of research, such as randomised control trials (Cooper, 

Graham & Himick, 2016; Tomkinson, 2017). 
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Whilst SIBs have proliferated in number since they were first developed in the United 

Kingdom in 2010 (Tse & Warner, 2018), as at June 2016, only US$200 million in capital was 

invested into 60 social impact bonds worldwide (Dear et al., 2016).  SIBs exemplify the 

impact investment emphasis on quantifiably measured social value (Cooper, Graham & 

Himick, 2016), and as such have become somewhat of a poster-child for the impact 

investment market.  In this respect, they can be contrasted against impact investments such 

as  green bonds which, whilst they constitute the vast majority of the financial worth of the 

impact investment market, often report environmental and social value in more diffuse and 

less quantifiably precise ways than SIBs (Thompson & Bayes, 2019).  Conversely, despite the 

small financial value of SIBs, they have received global attention for their supposed potential 

to contribute to the resolution of complex social problems by sustainably funding the 

provision of innovative, effective and preventative social services on a large scale (Schinckus, 

2017).   

However, there is little evidence that social impact bonds result in such benefits (Edmiston & 

Nicholls, 2018).  Some argue that SIBs simply need further time to demonstrate their 

potential (Dear et al., 2016).  Others posit that lack of evidence is the result of linking 

financial return metrics to social outcomes, which unhelpfully simplifies the complexity of 

the environment in which SIBs operate and the social problems that they seek to deal with, 

often called ‘wicked’ problems (McHugh et al., 2013).  Still others argue that impact 

investment is a thinly disguised and highly ineffective crisis management strategy, utilised by 

policy makers aiming to shift the locus of accountability for social inequalities away from the 

state and economic markets and onto the individual and civil society (Harvie & Ogman, 

2019).   

1.1.3 Social finance 

The polarised nature of the debates surrounding SIBs can be better understood when both 

SIBs and impact investment are viewed as trends in the broader field of social finance.  

Whilst some literature positions social finance as a rival term to impact investing, it can also 

be seen as an umbrella term encompassing models or sub-types of social finance such as 

impact investing, socially responsible investing, blended value investing and social 

investment (Nicholls, Paton & Emerson, 2015).   
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Social finance is a contested field because it combines two phenomena that are, in many 

ways, diametrically opposed in nature: ‘finance’, which is an easily quantifiable flow of 

monetary resources, and the ‘social’, which is a complex flow of resources (Geobey, Westley 

& Weber, 2012), values (Emerson, 2003; Nicholls, 2017), ethics (Buttle, 2007), relationships 

(Nicholls, Moore & Westley, 2012), contextualities (Brest & Born, 2013) and power 

(Moulaert, 2009), all of which are not easily quantifiable (Silby, 2011).   Those sub-types of 

social finance which seek a financial return, including impact investment and socially 

responsible investment (Höchstädter & Scheck, 2015),  are perceived as particularly 

paradoxical because they seek to combine the profit logic of economic markets with ideas of 

civil society and the public good.  The latter ideas are traditionally seen as the exclusive 

domain of the state and civil society, and incompatible with profit making activities (Anheier, 

Krlev & Mildenberger, 2019).  This perception of incompatibility leads many to argue for the 

desirability of traditional philanthropy and grant-making, models of social finance in which 

no financial return or measured social value return is sought (Mair & Hehenberger, 2014).  

Modern models of social finance, including impact investing, pose a profound challenge to 

these arguments. 

Figure 1.1 is one of many available representations of the spectrum of social finance models 

(see also Nicholls, Paton and Emerson, 2015).  On one end is traditional philanthropy, which 

does not require any financial return on the social finance provided.  At the other end is 

traditional investment, which is totally dominated by the need for financial return and pays 

little attention to the flow of social resources or achievement of social outcomes.  Impact 

investing is positioned as a model which integrates the best of both worlds, benefiting 

stakeholders and contributing to (social and environmental) solutions, change and impact 

just as traditional philanthropy does; while at the same time delivering competitive financial 

returns, managing environmental, social and governance (ESG) risks and pursuing ESG 

opportunities.  Intentionality and measurement of impact are represented as the unique 

characteristics of impact investing, the factors which give impact investing its ‘best of both 

worlds’ nature.  
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Figure 1.1: RIAA’s Responsible and Ethical Investment Spectrum.  Source: (Responsible Investment Association of 
Australasia, 'Responsible Investment Explained') 

 

1.1.4 Research problem 

Like many of the tools, techniques and representations which proliferate in the impact 

investing grey and academic literature, the spectrum above is a dramatic oversimplification 

of the complexities of bridging social innovation with economic markets.  Recent literature 

relating to impact investing points increasingly to the need to move away from such a 

simplified, linear approach to the study of impact investing, and to take complexity and 

unpredictability into account when considering the provision of finance for social innovation 

purposes (Cooper, Graham and Himick, 2016; Edmiston and Nicholls, 2018; Tse and Warner, 

2018; Harvie and Ogman, 2019).  However, the question of how to frame and approach the 

idea of complexity remains a large gap in the impact investing and social finance literature.  

We turn to complexity science and the study of complex adaptive systems in order to more 

effectively conceptualise the systemic, complex and unpredictable nature of both social 

innovation and economic markets. 
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In addition to the lack of complexity in existing studies of impact investing, a further 

research problem is the dichotomous nature of debates surrounding whether, and how, 

economic markets and social innovation can or should be bridged.  These debates have led 

to an impasse between the profit logic of economic markets versus ideas of civil society and 

the public good (Anheier, Krlev & Mildenberger, 2019; Mair & Hehenberger, 2014), and 

politically framed ‘left’ versus ‘right’ positions over whether and how finance and social 

innovation should be blended in the form of impact investing instruments such as SIBs.  

Using the complexity thinking paradigm and a performative market shaping framing, we 

move beyond the dichotomous market versus state and civil society debate to explore this 

gap in understanding the paradoxes and other complexities of how social innovation and 

economic markets are bridged.  Through the lens of the different ethical traditions 

underpinning key schools of social innovation thought, we include in our exploration an 

explicit focus on actors’ sensemaking around whether they should be bridged, and a study of 

how this sensemaking has affected the emergence of the Australian social impact 

investment market. 

1.2 Research aims and questions 

The primary aim of this research project was to understand the emergence of the Australian 

social impact investment market over time, and the role of social innovation thought in that 

emergence.  A secondary aim was to provide guidance that supports impact investment 

practitioners and managers to integrate a complex and effective perspective of both social 

innovation and economic markets into their work of developing innovative market 

mechanisms that support efforts to address social and environmental problems.  To achieve 

this, the research was guided by the principle of complexity thinking, and used a 

performative market shaping lens, a perspective which takes its complexity thinking nature 

from integration of several synergistic perspectives of markets: complex adaptive systems; 

relational networks of learning; sensemaking; and embeddedness.   

The primary aim is articulated in two research questions, which overarch our three research 

papers: 

1. How does the Australian social impact investment market emerge?; and  
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2. How does social innovation thought influence the emergence of the Australian social 

impact investment market? 

 

1.3 Research methodology 

1.3.1 Research paradigm 

This research aims to understand the emergence of the Australian social impact investment 

market over time, and the role of social innovation thought in that emergence.  The two 

research questions, how does the Australian social impact market investment emerge? and 

how does social innovation thought influence the emergence of the Australian social impact 

investment market? are explored through a qualitative, constructionist research design 

incorporating three different methods of analysis.  While the first paper is conceptual, 

addressing the research need for more effective conceptualisation of the systemic, complex 

and unpredictable nature of both social innovation and economic markets, the final two 

papers of the thesis are based on an empirical, longitudinal, embedded case study of seven 

social impact bonds (SIBs) on the Australian social impact investment market. 

1.3.2 Research design 

The empirical setting for this thesis was an embedded case study of social impact bonds 

(SIBs) in the Australian social impact investment market.  Our seven embedded SIBs were 

selected across two Australian States, each commissioned by a State government and 

contracted between that government, private investors, and a social service provider.   Each 

Australian SIB is small in monetary value (AUD$7-30 million) relative to multi-billion dollar 

public service procurement budgets, and are considered ‘pilot’ contracts designed to test 

and develop both social and commercial innovations.  SIBs in Australia focus on a range of 

complex social issues, including mental health, prisoner recidivism, children in out of home 

(foster) care, and homelessness. 

Data was collected via 41 semi-structured interviews conducted in 2017 with purposely 

selected leaders involved in the cases, many of whom were involved in multiple SIBs as well 

as other social impact investment market activities.  Table 3.1 sets out details of interview 

participants.   
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The research questions necessitate a study of nested Complex Adaptive Systems both within 

and surrounding a social impact bond.  The study of nested systems poses a methodological 

challenge that compels a research design which is both longitudinal and multi-level 

(Makkonen, Aarikka-Stenroos & Olkkonen, 2012; Halinen, Törnroos & Elo, 2013).  

Accordingly, in the second paper, the research investigates the temporal aspect of the 

embedded case by developing an event trajectory of social impact bond emergence through 

both retrospective and real time analysis, and integrated this with an exploration of leader 

sensemaking through an organisational discourse analysis of leader narratives of that 

unfoldment (Fairhurst & Uhl-Bien, 2012).   Competing versions of events and theories of 

emergence are presented through the final method of analysis contained in the third paper, 

alternate template strategy (Allison, 1971; Langley, 1999). 

1.4 Thesis overview 

1.4.1 Paper 1: Complexity and Rhetoric in Social Impact Investment 

In the first paper of this thesis, we speak to the gap in knowledge of how to frame and 

approach the idea of complexity in the impact investing and social finance literature, 

through drawing a unique link from the social innovation literature to the performative 

market shaping literature.  This link is illustrated through an analysis of impact investing 

market rhetoric. 

This conceptual study points out that new developments in complexity science have granted 

an alternative way of viewing ‘the market’: not as a mechanical behemoth of linear cause-

and-effect that spits out innovation along an assembly line of supply-demand, but as an 

ever-morphing collection of relationships, institutions and events that both shape and are 

shaped by non-linear flows of diverse financial and social concerns. It makes an original 

contribution by outlining the connection between utilitarian social innovation and the social 

impact investment market – in particular, the social impact bond investment instrument.  

Uniquely, it links this idea of performative market shaping together with a critique of the 

dominant, linear perception of social innovation inherent in the utilitarian school of social 

innovation thought.  The paper then explains the need for practitioners to operationalize a 

more contemporary and complex understanding of markets and social change by crafting 

adaptive ability into social impact investment instruments. 
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1.4.2 Paper 2: Micro-processes of Public Good Social Innovation in the Australian 
Social Impact Investment Market 

In the second paper of this thesis, we utilise the framing pioneered in Paper 1 to address the 

gap in the concerned markets literature relating to innovations perceived as 

uncommercialisable public goods.  We do this through exploring our research question, how 

do processes of public good social innovation shape concerned markets? 

Our empirical study, after offering unique definitions of both social innovation and public 

good social innovation – definitions which are, in themselves, a conceptual contribution to 

the social innovation literature – finds that public good social innovations are stimulated by 

market mechanisms, and markets are in turn shaped by these innovations.  Despite this, 

public good social innovations eventually break away from markets in a micro-process we 

term ‘schisming’.   Through describing how and why schisming occurs, we make a unique 

contribution to existing knowledge of the micro-processes of concerned market shaping, 

and the extent to which economic markets and a concerned society are embedded within 

each other.  Implications for practitioners seeking to bridge social innovation and economic 

markets include the need to be cognisant of how contextual, socially constructed concerns 

affect the potential and process of scaling social innovations. 

1.4.2 Paper 3: Ethical limitations of social impact investing: a market shaping 
perspective 

In the third paper of this thesis, we again utilise the framing established in Paper 1, this time 

to build on the social innovation literature through exploring our research question how do 

tensions between the different ethical foundations of social innovation schools of thought 

shape the growth of the Australian impact investment market?   The research question, 

findings and analysis are unique in that they attend simultaneously to a complexity thinking 

ontology, and to questions of desire, of paradox, and of ethics in social innovation.   

Our findings reveal that a utilitarian social innovation ethic provides a distorted lens through 

which to view an impact investment market that had outgrown narrow, linear conceptions 

of social change.  This distortion has led to the emergence of two profound ironies – the 

irony of constrained growth, and the irony of re-colonisation – and an impasse of tensions 

generated by these ironies.  However, those actors who view social innovation through 
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more power-cognisant and complex ethical lenses see past the impasse, are not bound by 

the ironic contradictions of utilitarian rhetoric, and are actively shaping the Australian 

impact investment market on a large scale.  We discuss what this means for the definition of 

the term ‘impact investment’, as well as implications for practice and future research. 

1.5 Significance and Originality 

Taken together, the three papers extend theory in several synergistic ways.  Firstly, the  

framing developed in Paper 1 offers a powerful explanation for the persistence of a linear 

worldview in both the study and practice of impact investment, and the inadequacy of that 

view for dealing with the complexity of bridging social and financial goals. It also makes a 

conceptual contribution by explaining how performative market shaping and complexity-

sensitive theories of social innovation meet the need to take complexity into account when 

theorising impact investment, offering a framing which allows movement away from 

simplified, linear approaches  to studying the impact investment market (Cooper, Graham & 

Himick, 2016; Edmiston & Nicholls, 2018; Tse & Warner, 2018; Harvie & Ogman, 2019).   

Secondly, the pioneering conceptual link made in Paper 1 between impact investment, 

performative market shaping and the schools of social innovation thought is expanded upon 

in the subsequent two papers.  This link is demonstrated in Paper 2 and Paper 3 to be not 

simply an interesting thread connecting the papers, but a robust and useful theoretical 

framework for studies of impact investment. 

Thirdly, Paper 1 and Paper 2 taken together expand performative market shaping theory in 

relation to ‘concerned’ markets, which are markets heavily shaped by performances of 

political or public concerns (Geiger et al. 2014; Geiger, Kjellberg & Spencer, 2012).  Paper 2 

demonstrates that concerned markets such as impact investing are neither wholly shaped by 

collective concerns, as is contended in the concerned markets literature (Geiger et al. 2014), 

nor are they wholly independent of them (Moulaert et al. 2013).  That is, the findings 

support a stance of moderate embeddedness (Granovetter 1985; Nenonen et al. 2014): 

concerned markets are no more embedded than any other market envisaged by the 

performative market shaping perspective (Storbacka & Nenonen 2011; Geiger, Kjellberg & 

Spencer 2012).  The paper contributes to theory by readjusting the oversocialised 

perspective developed in the concerned markets literature, establishing that this 
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perspective is a misrepresentation of the extent to which concerned markets are shaped by 

collective concerns, and of the extent to which concerned markets are able to shape social 

innovations which meet those concerns. 

Similarly, Papers 1 and 2 contribute to social innovation theory through explaining that 

social innovation is a process that can neither be wholly disconnected from markets, as is 

argued by the normative school of thought (Westley & Antadze 2010; Moulaert et al. 2013), 

or best performed via markets, as often argued by utilitarian practitioners (e.g., Addis, 

McCutchan & Munro 2015; Addis, Bowden & Simpson 2014).  The findings demonstrate that 

both utilitarian and normative social innovation require a readjustment toward a more 

moderate perspective of embeddedness rather than the over- and under-socialised 

perspective of markets that they respectively take. 

Finally, Paper 3 builds on the contributions of the preceding papers to offer unique 

theoretical insights into the definition of ‘impact investment’.  Paper 3 expounds on the 

ethical limitations of the dominant definition of impact investment as ‘measured social 

value’ combined with financial value (Logue, 2019; Höchstädter & Scheck, 2015).  Through a 

discourse analysis and alternate template strategy, Paper 3 demonstrates how deeply the 

utilitarian school of social innovation thought has shaped the emergence of the Australian 

impact investment market, yet how increasingly irrelevant this school of thought is 

becoming to a market that has outgrown narrow, linear conceptions of social change.  It also 

offers a significant managerial contribution through insights into how and why alternative, 

more complex and nuanced perspectives of social innovation thought could be integrated 

into the research knowledge and assumptions that underpin investment risk modelling. 

1.7 The structure of the thesis 

The thesis has seven chapters, including this introductory chapter.  Its main body is 

presented as a series of papers (Chapters 4 to 6).  Since these three papers were either 

published (Papers 1 and 2) or prepared for publication (Paper 3) in different journals, each 

of which have different purposes, audiences and manuscript requirements, each chapter has 

its own structure, including an abstract, introduction, literature review/theoretical 

framework and sections outlining the research methods, findings, discussion and 
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implications.  Papers 1 to 3 are set out as manuscripts, and the published form of the first 

page of Papers 1 and 2 are included in the Appendices.  

To add depth to knowledge of the literature that supports the underpinning theories 

presented in these papers (i.e., complexity thinking, social innovation and performative 

market shaping), Chapter 2 provides detailed information about these theories.  Chapter 3 

adds additional depth to an understanding of the methodology and methods used in each of 

the three papers.  

The final general discussion and conclusion chapter (Chapter 7) integrates and synthesises 

insights discussed in the three papers to address the two central research questions.  It then 

presents some overall theoretical and managerial implications, and offers recommendations 

for future research.  
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2 Literature Review 

2.1 Complexity Science and Complex Adaptive Systems  

Complexity science originates from theories of change and evolution in the natural sciences, 

including biology, chemistry and physics (Mitleton-Kelly, 2003).  The dynamic adaptation and 

survival depicted in complexity science derives from applying chaos theory (Gleick, 1987) to 

the study of natural systems, through mathematical modelling and computer simulation 

(Holbrook, 2003).  Complexity theories challenge a Darwinian notion of change based on 

random mutation followed by natural selection, and posit that there is an inherent order in 

evolutionary change that is not purely random (Kauffman, 1993; McKelvey, 1999). 

The exchanges are directed by rules called ‘schema’ in each agent.  Schema form the 

internal logic that governs the behaviour of agents (Colchester, 2019), the “mental 

templates that define how reality is interpreted and what are the appropriate response for a 

given stimuli” (Dooley, 1996, p. 2).  Or, as Baumann (2015, p. 171) articulated it, a CAS is a 

“system that comprises multiple interdependent components and nested levels of dynamics 

that produces, acquires, and processes information about its internal and external 

environment; and that acts in the external environment based on this information.”  An 

example of a CAS in nature is an ecosystem such as a pond or a forest (Sigaud et al., 2017).   

There are fundamental differences between a complex system and a complicated system 

(Gleick, 1987).  A complicated system may have multiple parts and levels, but interaction 

among those parts and levels are linear and predictable (Sanger and Giddings, 2012).  Many 

mechanical systems such as cars or aeroplanes are extremely complicated systems, but they 

are not complex.  In contrast, although the schema governing the behaviour of the parts in a 

CAS may be simple, those schema interact in non-linear feedback loops and are continually 

exchanging matter and energy (such as information) with both endogenous and exogenous 

sources (Holbrook, 2003), and therefore result in unpredictable changes (Sanger and 

Giddings, 2012).  Complexity is characterised by this unpredictable change (Stacey, 1996). 

The characteristics of a CAS and the dynamics that link those characteristics include agents 

with schemata, who co-evolve to the edge of chaos through both positive and negative non-

linear feedback loops, resulting in the emergence of dissipative structures (Anderson, 1999).  

What constitutes an agent depends on the perspective being taken of a system, or which 
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level of the system is under analysis.  At the micro level of a human system, an individual 

person is an agent, yet from a biological perspective, the neurons in the human brain are 

agents (Cilliers, 1998).  In a CAS, agents can be meta-aggregates of agents at lower levels of 

the system (Holland, 1995).  Zooming out to the meso or macro level of a human system, an 

organisation can be thought of as an agent within an industry, or an industry as an agent 

within a nation, each agent bound as an aggregate by an element of shared schemata 

among their individual agents (Weick, Sutcliffe and Obstfeld, 2005).   

Aggregates are formed through shared schemata, and an increase in shared schemata is 

facilitated by attraction to ‘tags’, or structural attractors (Holland, 1995). In human systems, 

structural attractors can be individuals, events, or even ideas articulated as catchphrases or 

cultural icons (Marion and Uhl-Bien, 2001; Plowman et al., 2007).  Structural attractors 

provide meaning and accelerate positive feedback loops, which then generates a spectrum 

of possibilities within a system, possibilities that arise through the meaning generated by the 

tag (Plowman et al., 2007).  Positive feedback loops spread information throughout the 

system, which amplifies the information and can destabilise the system (Weick, 1993; 

Arthur, 1995).  Negative feedback loops result from relatively deterministic (rather than 

adaptive) schema which ‘damps down’ information that might lead to change, and by 

stopping the flow of information, secures stability (Weick, 1979).  In a human system, 

feedback loops can be described as a constant struggle among agents to define meaning 

(Anderson, 1999).  Rumours or political intrigue are an example of positive feedback loops, 

while the operation of formal organisational policies, aimed at maintaining a particular 

status quo of behaviours, is an example of negative feedback (Stacey, 1996). 

This co-evolution through agent feedback loops leads to ‘self-organisation’, also termed self-

generation or autopoiesis (Maturana and Varela, 1992), a process in which order emerges 

spontaneously from the bottom of a system upwards rather than being imposed from the 

top down (Kauffman, 1993).  Self-organisation results in a non-linear change called 

‘emergence’ (Holland, 1995).  Emergence is the “arising of novel patterns, novel structures 

and novel properties” (Goldstein, Hazy and Silberstang, 2008, p. 20) in which “relatively 

simple higher level order emerges from relatively complex lower level processes” (Sawyer, 

2005, p. 3).   
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These lower level processes include positive feedback loops, which can destabilise a system, 

as can disruptive events imposed on the system from outside.  Terms for this state of 

destabilisation include ‘edge of chaos’, ‘fitness frontiers’, ‘space of possibilities’, ‘far from 

equilibrium’, ‘perpetual disequilibrium’ and the ‘phase transition between order and chaos’ 

(Prigogine & Stengers, 1985; Waldrop, 1992; Kauffman, 1993).  The edge of chaos is a 

positive state in the context of adaptation, as it is here that the creativity on which 

emergence relies is most likely to arise (Palombo, 1999).  Old, stable forms, by moving into a 

space far from their normal equilibrium, are able to morph into what Ilya Prigogine (Nicolis 

& Prigogine, 1989) calls ‘dissipative structures’.  Emergence is a process of learning and 

creating, and dissipative structures are the product of that process.   Because dissipative 

structures are so sensitive to their environment and to any change within it, multiple 

potential outcomes could result from emergence. A dissipative structure’s sensitivity to its 

initial conditions give rise to what is called ‘path dependence’ (Arthur, 1995), that is, 

“emergent changes are directly tied to the particular system and history in which they have 

developed, and therefore do not represent universal causes or truth” (Espinosa & Porter, 

2011, p. 57).   

Path dependence means that the history and context of a CAS matter very much in any 

explanation of how and why it develops and works (Maguire, 2011), as “historical accidents 

may ‘tip’ outcomes strongly in a particularly direction” (Anderson, 1999, p. 217). The 

importance of time in complex adaptive systems is also referred to as ‘historicity’, and 

involves a presumption of irreversibility in the evolution of a CAS (Mitleton-Kelly, 2003). 

The CAS literature deploys the concept of a ‘fitness landscape’ to describe how networks of 

agents “seek to survive by moving out of valleys and up peaks on the fitness landscape”  

(Kauffman, 1993; Stacey, Griffin & Shaw, 2000, p. 113).  Fitness landscapes are not fixed, but 

shift as the dynamics of the CAS shift.  When there is increased interdependency and 

connection among agents in a CAS, there are smaller but more numerous fitness peaks, 

which Kauffman (1993) calls ‘rugged landscapes’.  The effect of a rugged landscape is to 

make the search for a reasonable state of fitness more difficult, due to the conflicting 

constraints imposed on agents and the likelihood of being trapped on lower peaks (Stacey, 

Griffin and Shaw, 2000).  Complexity science tells us that in complex adaptive systems, there 
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is no such thing as a stable state of equilibrium – or at least, a state of equilibrium does not 

yield the requisite adaptivity for survival (Mitleton-Kelly, 2003).  “Fitness at the edge of 

chaos”, a state of constant balance and shift, in which agents chase the changing fitness 

landscape and endlessly adapt to reach new fitness peaks as they arise through coevolution 

and emergence, is the state in which a CAS avoids entropy and evolves continually (Osborn, 

Hunt & Jauch, 2002, p. 828). 

2.1.1 Fields of complexity science in organisational studies 

The diversity of fields in organisational complexity science arise from different 

understandings of a key characteristic of a CAS – the agent.  In the physical sciences, agents 

usually have common schemata consisting of a few simple rules, such as the three rules 

which were programmed into the ground breaking ‘boid’ simulations of flocking birds 

(Reynolds, 1987).  This program demonstrated that with no strategy and no agent in charge, 

self-organising learning produced the emergent outcome of flocking behaviour (Stacey, 

1996).  In the human world, agents (people) have numerous schemata, partly shared and 

partly individual, that generate multiple paradoxes and tensions such as inspiration and 

anxiety, avarice and compassion, conformity and individualism (Stacey, 1996).  Stacey (1996 

p. 10) argues that such characteristics of human schemata “makes interactions more 

complex and unpredictable and render[s] … an increase in potential complexity”.  In 

contrast, Introna (2003) claims that the unique characteristics of human schemata render 

the physical complexity sciences inadequate as a system of inquiry into social organisation.   

These conflicting views on the nature and epistemological implications of the difference 

between human and non-human agent schemata have given rise to multiple approaches to 

complexity science in organisational studies.  Richardson and Cilliers (2001) categorised 

these paradigms into three schools of complexity science: reductionist, soft and complexity 

thinking.  This research is positioned within Richardson and Cilliers' (2001) ‘complexity 

thinking’ paradigm. 
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2.1.2 Complexity thinking and the provisionality of all knowledge 

2.1.2.1 Reductionist complexity science 

The reductionist school of complexity science seeks “an acontextual explanation for the 

existence of everything” (Richardson & Cilliers, 2001, p. 5).  Reductionist complexity science 

is based on the premise that since simple sets of mathematical rules when followed by a 

computer give rise to extremely complicated patterns, simple rules must also underlie the 

extreme complexity of the social world and with the help of powerful computers, scientists  

can discover those rules (Horgan, 1995).  This premise has been philosophically refuted 

(Oreskes, Shrader-Frechette & Belitz, 1994) but the reductionist school is still a common 

approach to complexity science in organisational and social studies.  This persistence is 

reflective of complexity science’s historical roots in the physical sciences, mathematics and 

computer simulation (McKelvey, 2003).  It is also grounded in a mindset of general linear 

reality which, through the use of algebraic representation of social realities, has shaped 

empirical research of the social world (Meyer, Gaba and Colwell, 2005).  In a general linear 

model, variables are independent of context, meaning is unequivocal and the world is made 

up of “fixed entities with changing attributes” (Meyer, Gaba & Colwell, 2005, p. 461). 

2.1.2.2 Soft complexity science 

The ‘soft’ school uses the language and concepts of complexity science as a powerful 

metaphorical tool “with which to ‘see’ organisations” (Richardson & Cilliers, 2001, p. 6).   

This school emphasises that human society is a construction of language and meaning and 

as such, laws derived from the natural world have no practical applicability to its operations 

(Richardson & Cilliers, 2001, p. 7).  Rather, the language of complexity science - such as edge 

of chaos, far from equilibrium, dissipative structures, non-linearity and feedback loops - is 

used to simply shape awareness of the inherent complexity of human organisation and 

trigger related insights.  Soft complexity science has been accused of slipping into “pseudo-

science” (Phelan, 2001), with the emphasis on metaphor leading some to forego “the 

rigorous scientific process that is believed to ensure validity” (Richardson & Cilliers, 2001, p. 

7). 
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2.1.2.3 Complexity thinking 

Richardson and Cilliers (2001) locate the school of ‘complexity thinking’ somewhere 

between the two extremes of reductionist and soft complexity science.  The emphasis in 

complexity thinking is on the epistemological shift inherent in acknowledging the 

pervasiveness of complex adaptive systems in the order of human life (Richardson & Cilliers, 

2001).  For complexity thinkers, complex adaptive systems are nested from the level of the 

neuron as an agent in the CAS of the human brain, overlapping with natural ecosystems and 

expanding outward into families, organisations, societies and so on through multiple levels, 

until the entire earth is viewed “as one interconnected complex adaptive system of which 

we humans are only a part” (Lovelock (1988)’s ‘Gaia Hypothesis’ in Stacey, 1996, p. 42).   

This view “considers the limits of our knowledge in the light of complexity, limits that are 

often trivialised by contemporary scientific thinking … the limited and provisional nature of 

all understanding has to be recognised” (Richardson & Cilliers, 2001, pp. 7–8). 

In complexity thinking, the philosophical stance on the limited nature of understanding does 

not entail the mindset of radical postmodern subjectivity in which no assumptions can be 

made (Cilliers, 1998).  Rather, it is an approach to life that acknowledges there are 

boundaries to our ability to understand the world and control outcomes within it, due to the 

indeterminate and subjective nature of individual schema or mental models (Weick, 1995; 

Blomme, 2012) operating in the context of complex adaptive systems.  This approach does 

not suggest that we “ignore the utility of empirical science or statistical predictions.  Rather, 

it points to the impossibility of predicting with certainty the outcome of a specific 

intervention in a specific complex system” (Sanger & Giddings, 2012, p. 371).  The 

unpredictability characteristic of CAS are generated by dynamics such as positive non-linear 

feedback loops, generated by diverse schema vulnerable to influence from outside the 

system, leading to disequilibrium and the resulting dissipative structures which are sensitive 

to initial conditions (Holbrook, 2003).   

Complexity thinking sees these complexity science concepts as more than simply metaphors, 

and seeks an understanding of how these dynamics both shape social phenomena and are 

shaped by our bounded sensemaking abilities.  Change processes in CAS are described as 
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‘emergent’ due to the unpredictability of the specific outcomes within any given system 

(Anderson, 1999; Hazy, Goldstein & Lichtenstein, 2007). 

2.1.3 Organisational shadow systems 

The idea of social constructionism is expressed in complexity thinking propositions that a 

CAS has both a legitimate system and a ‘shadow system’ within its structure (Stacey, 1996).  

The shadow system theory of how organisations change can be contrasted against a theory 

of ‘punctuated equilibrium’, in which evolution occurs through a process of long periods of 

stability punctuated by sudden dramatic change (Astley, 1985).  Agent based modelling of 

complex adaptive systems discovered that what appeared to be punctuated equilibrium 

actually involved a quiet build up of change in apparently inactive agents, who operated in 

the background of the active agents (Stacey, 1996).   

Once these background (shadow) agents reached a tipping point – the edge of chaos – they 

were sensitive to conditions, and a small change in the system is all it took for them to 

exhibit radical innovation and take over the structures of the dominant, active system.  By 

similarly understanding change in organisations as the self-organised emergent product of a 

relatively unseen shadow system, organisational change is seen as continuous rather than 

episodic, emerging as a result both of the micro-interactions among human agents (Weick, 

1995) and the effects of macro-level legitimised structures on agent schema (Stacey, Griffin 

& Shaw, 2000).  A balance between the shadow and legitimate system results in the 

dynamics of an “appropriately structured social network” that allows for “network-based 

problem solving” (Uhl-Bien, Marion & McKelvey, 2007, p. 304), and gives rise to adaptive 

organisations which are capable of innovating at the speed needed to succeed in today’s 

fast-paced knowledge economy, without evolving into structures which violate the core 

values and vision of the legitimate system or cause maladaptation and extinction of the 

organisation (Stacey, 1996). 

2.1.4 Positioning within complexity thinking 

This thesis is positioned within Richardson and Cilliers (2001) complexity thinking school of 

organisational complexity science, and embraces the perspectives of both the provisionality 

of all knowledge, and the socially constructed nature of human systems.  A broad array of 
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complexity thinking approaches are available across disciplines relevant to impact investing, 

including public policy (Teisman and Klijn, 2008; Gerrits, 2012) and leadership (Hazy, 

Goldstein & Lichtenstein, 2007; Arena & Uhl-Bien, 2016).  However, this thesis is framed 

with complexity thinking approaches specific to the two impact investment phenomena 

under study in this thesis: social innovation, and economic markets.  

2.2 Social innovation  

In the past two decades, social innovation has emerged dramatically from the shadows of 

obscure nineteenth century sociological theory and become a pet term for advancing 

political, civil and business interests around the world.  These attempts to put social 

innovation into practice have in turn shaped how we theorise social innovation.  One stream 

of thought maintains social innovation’s origins in sociological and political analyses of 

power structures.  This tradition, sometimes called the ‘strong’ or ‘normative’ school of 

social innovation thought (Ayob, Teasdale and Fagan, 2016),  focuses on the reconfiguration 

of power dynamics in order to address a lack of social justice or equality, and sees the 

‘social’ in the quality of social relations amongst diverse groups of people (Moore & Westley, 

2011; Moulaert et al., 2013).   

A second school of thought has gained popularity through promotion in the business schools 

of major universities such as Stanford, Duke, Oxford and Cambridge, and popular 

management journals such as the Stanford Social Innovation Review and the Harvard 

Business Review.  Ayob, Teasdale and Fagan (2016) branded this the ‘utilitarian’ approach to 

social innovation.  A utilitarian approach focuses on the measured or potential social value 

resulting from the innovation, for example, an innovation that is “more sustainable” or 

results in an aggregate increase in positive health outcomes (Phills, Deiglmeier & Miller, 

2008).  Whilst the utilitarian and normative schools lie on a spectrum of ideas and have 

many similarities, there are also key differences in these two ways of thinking which affect 

how social innovation is applied in practice, particularly in the practice of social finance. 

This section offers an in-depth insight into these different philosophical and disciplinary 

approaches to social innovation, and an understanding of how these approaches inform the 

diverse, and sometimes conflicting, definitions of social innovation.  Then follows an 



34 

 

explanation of how social innovation theorists and practitioners have approached the field 

of complexity, linked it to the term ‘wicked problems’, and used it to inform their work.    

2.2.1 Societal impact: a utilitarian focus on the ends of innovation 

Attempts to define social innovation indicate an important shift in our perception of how 

innovation benefits human beings, signalling a need for conscious understanding of factors 

that increase human equality and well-being, and generation of new ideas which hinge on 

those factors (Pol & Ville, 2009).  The utilitarian school of thought focuses very much on the 

‘well-being’ aspect of that statement, and sees an innovation as ‘social’ where the 

innovation has an actual or potential positive impact on measurable well-being factors, 

usually at the macro rather than micro level (looking at the well-being of entire populations 

rather than individuals).  The concept of utilitarianism is grounded in philosophical writings 

by David Hume (1711-1776), Jeremy Bentham (1748-1832) and John Stuart Mill (1806-1873).  

These thinkers posited that the moral worth of actions is situated in their consequences. 

Ayob, Teasdale and Fagan (2016) note that utilitarian conceptions of social innovation are 

the weaker of the two schools of thought within the academic literature.  Conversely, the 

concept has flourished in practitioner circles, and forms the foundation of the rationale for 

many recent and emerging models of social finance, including social impact investment.  

This is partly because utilitarian thinking forms the foundation of many modern assumptions 

about the operation of economic markets, including the prized emphasis on optimal 

production through efficiency (Beauchamp & Bowie, 2004). 

Key thinkers in the utilitarian approach to social innovation include Phills, Deiglmeier and 

Miller (2008); Mulgan et al., (2007); and Pol and Ville (2009).  Phills, Deiglmeier and Miller 

(2008, p.36) define social innovation as: 

“a novel solution to a social problem that is more effective, efficient, sustainable or 

just than existing solutions for which the value created accrues primarily to society as 

a whole rather than private individuals.” 

Pol and Vill (2009, p. 881), in seeking to reconcile the diverse definitions of social innovation, 

ended up settling on a profoundly utilitarian definition of social innovation, as follows: 
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“an innovation is termed a social innovation if the implied new idea has the potential 

to improve either the quality or the quantity of life … a desirable social innovation is 

one that in fact (‘in fact’ meaning ‘there is convincing evidence’) improves the macro-

quality of life or extends life expectancy.” 

Drawing from such definitions, we summarise a utilitarian conception of social innovation as 

one which posits that social innovation: 

 Is identifiable by the consequences or societal impact of the innovation more than 

by the processes of the innovation; 

 Results in measured or potential social value, quality and/or quantity of life. 

The popularity of the utilitarian emphasis on measuring the consequences of an innovation 

has led to the widespread adoption of outcomes-based performance reporting approaches 

by organisations concerned with social innovation (Lowe & Wilson, 2017).  In outcomes 

based performance reporting, the success of social intervention ideas, policies and programs 

are judged by research into the life outcomes of the participants of those programs.  For 

example, a homelessness services program might be judged by the number of people still 

able to maintain stable housing 2 years after their interactions with the program.  Outcomes 

based reporting is used as a tool to identify which programs and organisations are socially 

innovative and therefore deserving of social finance and other support to continue their 

work (Bugg-Levine & Goldstein, 2009).   

The outcomes-based performance reporting approach and a utilitarian conception of social 

innovation have been popularised over the last decade in part through adoption by large, 

international philanthropic organisations (eg., Bill and Melinda Gates Foundation, 2010), as 

well as by the spread of the New Public Management paradigm (Hood, 1991), an approach 

which has dominated the practice of Australian and UK public policy since the 1980s, and 

which seeks to apply private sector, market-centred practices to public sector work (Pusey, 

1991; Bishop and Wanna, 2004).   The link between economic, market-centred theories and 

the utilitarian conception of social innovation has been strengthened by promotion in 

management journals and business school disciplinary research.   



36 

 

The utilitarian focus on the ends of an innovation, and an understanding of whether it is 

‘social’ by determining the outcomes and social value of innovative activities, is naturally 

centred around a humanitarian concern for making a practical difference to the lives of 

those who are affected by the need for social innovation.  However, it is also very much 

centred around the economic concept of efficient allocation of scare resources.  That is, 

utilitarian social innovation is perceived as a way to meet a growing need to address post-

2008 Global Financial Crisis anxieties over increasing fiscal constraint on government and 

lack of public funds to meet a growing concern over complex issues such as entrenched, 

generational disadvantage (Nicholls, Paton & Emerson, 2015). 

To this end, utilitarian social innovation thinkers often emphasise increased collaborative 

activities between the traditional Anglo-American sectors (public, private and not-for-

profit/third), with the aim of bridging the disparate logics of neoclassical economic markets 

with social concerns of the state and civil society.  Strategic business-social innovation 

alliances - such as those which characterise the contractual partnerships expressed through 

social impact bonds - are seen as not only conducive to social innovation, but indispensable 

for the sustainable pursuit of human and environmental well-being (Daggers & Nicholls, 

2016).   

The utilitarian flavour of this approach to cross-sector collaboration has led to a constant 

emphasis on social value as the touchstone of such endeavours (Quélin, Kivleniece and 

Lazzarini, 2017; Villani, Greco and Phillips, 2017).  The ‘collective impact’ and ‘shared value’ 

approaches to social innovation, popularised through promotion in Harvard Business Review 

and Stanford Social Innovation Review, are a prime example of this utilitarian emphasis on 

collaboration (Kania and Kramer, 2011; Pfitzer and Kramer, 2016).  The popularity of such 

models with impact investment practitioners, combined with the failure of the authors of 

those models to acknowledge the long history of stakeholder engagement literature on 

which the concept of shared value is  based, has led to a loss of complexity and nuance in 

the grey and academic literature relating to social finance collaborations (Strand, Freeman 

and Hockerts, 2015), and a narrow-minded focus on social value as the cornerstone of both 

social innovation and cross-sector collaboration.   
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‘Measured social value’: the emphasis on utilitarian social innovation in the social impact 

investment market 

The utilitarian conceptualisation of social innovation has dominated and defined the social 

impact investment market as one in which measured social value is integrated with financial 

value (Logue, 2019; Nicholls, Paton, & Emerson, 2015).  This emphasis is based on the 

utilitarian, neoclassical economic assumption that the growth of the social impact 

investment market “relies on the creation of a single measure of social value in order for the 

market to function, as investors need to ‘engage in commensurability as to the social return 

of their investments’” (Barman, 2016, p. 202 quoted in Logue, 2019, p. 47).    Thus, while the 

social impact investment market is a site for actors explicitly concerned with bridging 

economic markets and social innovation (Logue, 2019), the definition of that market has 

settled into one in which a ‘measured social value’ approach to social innovation is central 

(Höchstädter & Scheck, 2015), while alternative ways of accounting for and understanding 

social innovation and change have been pushed aside.   

The popular definition of social impact investment as the use of capital to fund endeavours 

that produce both a financial return and a measurable social or environmental return (Bugg-

Levine & Goldstein, 2009; Höchstädter & Scheck, 2015; Logue, 2019) assumes the market is 

an ‘a priori, self-generating reality’ (Ellis, Jack, Hopkinson, & O’Reilly, 2010, p. 228) which 

operates on neoclassical economic principles of supply-demand and price-value equilibrium, 

wherein value needs to be measured in order to be exchanged (Nicholls, 2017).  The 

dominance of this definition – and the neoclassical economic vision of markets - has led to a 

gap in questioning whether the impact investment market can integrate ways and means of 

generating and assessing social innovation as anything other than ‘measurable social value’.  

Our complexity thinking and performative market shaping framing allows us to attend to this 

gap, exploring not simply how the utilitarian definition and underlying ethics of that 

definition shape the social impact investment market.  Instead, we are also able to look at 

how the conflicting ethical and ontological biases of different schools of social innovation 

thought shape the market.   These different schools include the ‘normative’ school, with its 

focus on social relationships, justice and process; and the ‘complexity’ school, with its focus 

on complexity thinking. 
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2.2.2 Social relationships: a normative focus on the means of innovation 

While a utilitarian approach to such cross-sector alliances is focused on the end results of 

the collaboration, another conception of social innovation looks closely at the dynamics of 

power and privilege among the different groups in society, and sees collaboration as a 

means to generate greater equality between these groups.  This other way of thinking about 

social innovation was branded “normative” by Ayob, Teasdale and Fagan (2016). 

In normative social innovation, an innovation can be termed ‘social’ if it involves new forms 

of social relations.  For example, Westley (1991) analyses how Bob Geldof generated social 

innovation by bridging and restructuring social relations between the music industry and the 

famine relief industry through his Live Aid concerts.  For some normative theorists however, 

an innovation must go further than simply involving new forms of social relations and must 

also challenge extant power relations, particularly by giving greater power to marginalised 

groups (Moulaert et al., 2013).  Such restructuring of power relations involves the political 

transformation of society because, as a result of greater empowerment and enhanced 

capacity to act, new governance and decision-making structures which integrate previously 

marginalised groups will emerge (Moulaert, 2009).  Westley, McGowan and Tjörnbo (p.4, 

2018) elaborate on the systemic, political nature of social innovation when they defined 

social innovation as: 

“a new program, policy, procedure, product, process and/or design that seeks to 

address a social problem and to ultimately shift resource and authority flows, social 

routines and cultural values of the social system that created the problem in the first 

place.” 

The Fair Trade movement, for example, can be considered socially innovative from a 

normative perspective (Walker et al., 2012).  Although the evidence on Fair Trade is in many 

cases conflicted and sparked a complex chain of events which did not always result in 

increased equality (Geiger, Kjellberg and Spencer, 2012), it can be said that Fair Trade 

incited changes in procurement processes for agricultural products, such as cocoa and 

coffee, in a way that increased equality for previously disempowered and exploited farmers 

(Walker et al., 2012).  Similarly, Westley, McGowan and Tjörnbo (2018) explain how the 

legalisation of birth control in North America transformed society through the 
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empowerment of women.  Their study maintains a careful focus on the fragile and ongoing 

dynamics of such hard-won freedoms and rights, and in doing so, encapsulates the 

normative concern for understanding the continuous flow of relational processes, rather 

than simply a snapshot of life outcomes at a single point in time. 

In summary, a normative conception posits that social innovation: 

 is identifiable more by the processes of the innovation than the consequences – that 

is, it is identifiable by the nature of a dynamic, ongoing flow of interactions or events 

rather than by a discrete set of measurable outcomes (Moore and Westley, 2011; 

Westley, McGowan and Tjörnbo, 2018).   

 involves a change in societal processes or new forms of social relations (Tapsell and 

Woods, 2008);  

 is intensely concerned with power and is inherently political in that it involves a 

change to social relations that conduces to greater empowerment for marginalised 

populations, particularly citizenry vis-à-vis the state and private sectors of society 

(MacCallum et al., 2016). 

Whilst the normative view of social innovation is focused on collaboration amongst different 

groups in society, it is sometimes inimical to the utilitarian, neoliberal idea of collaborations 

that seek to integrate social innovation into economic markets (Ayob, Teasdale and Fagan, 

2016).  The normative worldview is philosophically grounded in social democracy, and 

therefore sees social innovations as those innovations which iron out the inevitable 

inequalities of free market forces (Moulaert et al., 2005, 2007).  For these reasons, many 

normative scholars posit that social innovation is primarily realised outside of markets, in 

the restructuring of social relations in civil society and democratic institutions (Anheier, 

Krlev and Mildenberger, 2019).     

2.2.3 Ends versus means, or a means to an end? 

Despite the strength of the normative tradition, the line between normative and utilitarian 

thought is often blurred.  This blurring of boundaries occurs because utilitarian and 

normative definitions lie on a spectrum of understanding, about two things in particular: 
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a) whether the ends (consequences) or the means (processes) of an innovation are 

most important; and 

b) the extent and dynamics of the relationship between: 

 economic markets; and  

 social interactions and forms of organising. 

In relation to (a), many theorists have attempted to combine the two approaches into a 

single coherent definition by pointing out that greater empowerment leads to enhanced 

ability to act, which leads to more positive life outcomes.  In this vein, Howaldt & Schwartz 

(2010) posited that societal impact is achieved through new forms of social relations; that is, 

normative social innovation is an indispensable means to utilitarian ends.    Similarly, 

Murray, Grice & Mulgan (2010, p. 3) define social innovations as: 

“innovations that are social both in their ends and in their means. Specifically, we 

define social innovations as new ideas (products, services and models) that 

simultaneously meet social needs and create new social relationships or 

collaborations. In other words, they are innovations that are both good for society 

and enhance society’s capacity to act.” 

An example of (b) is a European Union-funded project delivered in collaboration with the 

University of Oxford, ‘Creating Economic Space for Social Innovation (CRESSI)’, which 

addresses some explicitly normative concerns through the lens of economic theories 

(University of Oxford, 2018).  Likewise, a focus on collaboration between government and 

third sector organisations often includes a focus on collaboration with social enterprise and 

social entrepreneurship (Goldenberg et al., 2009; Goldsmith, Georges & Glynn Burke, 2010; 

Murray, Grice & Mulgan, 2010).  Similarly, Mulgan et al (2007) maintain a utilitarian 

emphasis on social value as the prime consideration in social innovation, but also state that 

social innovation is “diffused through organisations whose primary purposes are social” (as 

opposed to for-profit, market-oriented organisations).   

Largely though, studies of social innovation focus on the ends over the means, the market 

economy over other sectors of society, or vice versa.  Thus the normative-utilitarian social 

innovation debate is, in many ways, a strand of the ongoing debate between social 

democrats and economic rationalists about how best to arrange the relationship between 
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society and markets.  Often summarised over-simplistically as the tension between ‘left’ and 

‘right’ factions of partisan politics, this debate frames the political landscape of modern 

democracies.  As we will see in the following sections however, complexity science framings 

of both social innovation and economic markets have “the potential to make the historical 

framing of politics obsolete … the fundamental question isn’t Left versus Right; it is how best 

to evolve” (Beinhocker, 2006, pp. 417–418). 

2.2.4 Complexity, social innovation and ‘wicked problems’ 

Normative social innovation centres on ideas about a ‘system’ of social relations, and an 

understanding of social innovation as a change in the systemic dynamics of power relations 

between groups such as civilians, economic markets and the state.  However, normative 

thinking is not the only theoretical path toward understanding social innovation as a 

systemic phenomenon.  A consideration of systems theories in relation to social innovation 

often begins with an exploration of the meaning and origin of the term wicked problems, a 

description frequently used for the kinds of persistent, entrenched social problems which 

social innovation practitioners and theorists are interested in.  Many social innovation 

thinkers have linked wicked problems to complexity science.  

Rittel and Webber (1973, 1984) were the first to coin the term wicked problems.  Whilst 

wicked problems encompass a startling breadth of human and environmental conditions, 

from climate change to place-based disadvantage to food insecurity (Zivkovic, 2017), they do 

have some defining characteristics. Wicked problems are not necessarily diabolical from a 

moral perspective, but rather from their inability to be known and solved as a ‘good’ or 

tame problem should be (Rittel and Webber, 1973, 1984; Harris, 2010).  Knowing and 

controlling tame problems is a matter of gathering appropriate information and 

systematically applying existing processes and mechanisms.  Wicked problems, on the other 

hand, can never be solved, as every action toward their resolution will have unforeseen 

consequences due to the complex nature of the problem (Allen, 2012).  Klijn (2008) points 

out that homelessness is a wicked problem because it is difficult to define clearly, with many 

interdependencies and multi-causal aspects, in which proposed measures may have 

unforeseen effects, and the problem itself is unstable and continuously evolving. 
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Klijn (2008),  Allen (2012) and Zivkovic (2017, 2018) all refer to wicked problems and their 

dynamics as ‘complex’ in the sense of a Complex Adaptive System.  As discussed in depth in 

in the section above related to CAS, the word complex and the field of complexity evokes a 

particular set of characteristics – primarily, the characteristic of unpredictable change.   

This emerging social innovation literature applies complexity thinking to critique the linearity 

inherent in many models of social finance and other solutions to wicked problems, and 

offers more ‘complexity friendly’ ways to address wicked problems and understand social 

innovation.  In this vein, Sharon Zivkovic has synthesised ideas about complexity and 

‘systemic innovation’ and applied them to wicked problems such as food insecurity (Zivkovic 

2015, 2017, 2018).  Toby Lowe and Rob Wilson apply a complexity lens to questions of 

effective performance reporting and mission achievement for public and social service 

organisations (Lowe, Wilson & Boobis, 2016; Lowe & Wilson, 2017).  Frances Westley of the 

Waterloo Institute for Social Innovation and Resilience and colleagues including Katharine 

McGowan and Ola Tjörnbo, also key thinkers in relation to normative social innovation, 

applied a complex adaptive systems perspective to their historical case studies of social 

innovation in Westley, McGowan and Tjörnbo (2018).  In the managerial literature, The 

Cynefin Framework developed by Dave Snowden is a popular practitioner tool for applying 

complexity concepts to decision making in an organisational setting (Snowden & Boone, 

2007).  

Linking these disparate attempts to apply complexity thinking to wicked problems is a 

narrative of change – specifically, an ontological narrative of how change happens.  That is, 

the focus in complexity perspectives of social innovation is on shifting the ontological 

paradigm for the worldwide community of social innovation practitioners and scholars from 

a linear worldview, to a complex perspective of how change occurs in human systems.   

2.2.5 A gap in the complexity social innovation literature 

However, a moral stance on what constitutes positive change - as opposed to an ontological 

stance of how change happens - is largely missing from this nascent complexity perspective 

of social innovation.  There is little explicit consideration of what makes a particular wicked 

problem actually wicked from a diabolical sense (as opposed to from a complex adaptive 

systems dynamics sense), or what makes a process or outcome of change ‘good’.   This 
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stands in contrast to both normative and utilitarian perspectives of social innovation, which 

take explicit ethical stances on what makes change ‘good’ and therefore ‘social’ – normative 

social innovation sees social justice and equality as ethically paramount, whilst utilitarian 

social innovation looks to measurable consequences.  

In short, there is a wide gap in the social innovation literature for a consideration of social 

innovation that attends both to a complexity thinking ontology, and to questions of desire, 

of paradox, and of ethics.  Arguably, the gap is born from the awkward fit of simply 

overlaying theories of change from the physical world onto the human world, without 

consideration of greater intelligence of human beings, and the attendant greater complexity 

in processes and outcomes of social construction (Stacey, Griffin & Shaw, 2000).   To address 

this broad gap in framing of complexity perspectives of social innovation, and to approach 

our exploration of the social impact investment market with a complexity thinking lens 

capable of taking into account both the dynamics and the moralities of change, we turn to 

theories of ‘performative market shaping’.  

2.3 Performative market shaping: a theoretical framework for bridging social 
innovation and economic markets 

Following the performative market shaping perspective (Araujo 2007; Araujo, Kjellberg & 

Spencer, 2008; Mele, Pels & Storbacka, 2015; Nenonen & Storbacka, 2018), we define 

markets as complex adaptive systems which are shaped through a networked, non-linear 

process of social interaction which perform multiple concerns through exchange 

mechanisms and processes.    A performative market shaping perspective does not offer an 

explicit ethical stance on what constitutes ‘good’ or ‘social’ change and innovation, but 

rather, offers a framing with which contextual constructions of what is ethical (or otherwise 

concerning) in a given market, can be explored.  It does this by offering a conceptual 

framework which integrates several synergistic perspectives of markets: complex adaptive 

systems; relational networks of learning; sensemaking; and embeddedness.   

A complex adaptive systems perspective acknowledges the socially constructed nature of 

markets and the limits to understanding markets through simplistic linear reduction of the 

interactions within them (Allen, 2001; Aarikka-Stenroos & Ritala 2017).  Markets emerge 

from interaction between interdependent agents, who learn as a result of non-linear 



44 

 

information exchanges with each other and subsequently co-evolve into new types of order 

through that learning (Kauffman, 1993; McKelvey, 2003; Perc & Szolnoki 2010).  The long 

term future of markets, including the nature of the agents within them (e.g., brand identity 

and brand meaning for buyers and sellers (Brodie, Benson-Rea & Medlin 2017)), are 

unpredictable due to the non-linear nature of information exchanges, and also due to the 

market’s vulnerability to outside events (Nicolis and Prigogine, 1989).  The study of markets 

is therefore the study of processes of emergence rather than prediction of outcomes 

(Nenonen and Storbacka, 2018). 

Secondly, a performative market shaping perspective integrates the study of markets as 

networked learning through relational interactions (Mattsson, 1997; Araujo, 1998); and a 

socio-technical perspective of those networks, which incorporates technology and other 

non-human artefacts into an understanding of the networked learning which leads to 

market emergence (Callon, 1998; Latour, 2005).  In particular, actor-network theory (Latour, 

2005) posits that non-human artefacts, forms and instruments which exert influence on 

network dynamics act as an agent within a given networked system.  These artefacts 

perform specific concerns of human actors.  When other actors attempt to make sense of 

those performances, their sensemaking (Weick, 1979; Weick, 1995) affects the flow of 

learning and subsequent performances which lead to change (Callon, 1998, 2009).  The idea 

of performativity allows for a broad conception of what constitutes an agent within a given 

market (Kjellberg & Helgesson 2006).   For example, Cochoy (2008) described how shopping 

carts act as an agent by profoundly contributing to shaping exchanges in supermarkets. 

Lastly, performative market shaping draws from theories within economic sociology about 

the extent to which markets and subjective societal concerns and interactions are 

embedded within each other.  In discussing the extent to which networked exchanges of 

agent learning shape macro level economic behavior and institutions, Granovetter (1985) 

explains that attempts to understand this have historically gone to paradigmatic extremes.  

At one end of the extreme are traditional theories of economic rationalism, in which 

economic behavior and institutions are seen as independent of social relations and the 

subjective concerns which govern such relationships.  At the other end is a constructivist 

perspective, in which institutions are so constrained by social relations and subjectivities 
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that little distinction is perceived between society and economic markets.  Granovetter 

(1985, 2005, 2010)’s concept of the social embeddedness of markets takes a moderate path 

between the two extremes, and he calls his stance one of ‘moderate embeddedness’.   

Moderate embeddedness allows for examination of the socially networked nature of 

economic behavior and institutions, without assumption that all social interactions lead to 

or are concerned with economic outcomes, or that markets are entirely constructed of 

subjective, interactive processes of individual sensemaking (Granovetter, 2005).  Nenonen et 

al., (2014) elaborates on Granovetter’s notion of moderate embeddedness by proposing 

that markets are characterised by plasticity, a metaphorical ability to take and retain 

different forms.  Plasticity allows economic markets to simultaneously exhibit stable 

economic practices and institutions while transforming fluidly into new forms that are 

responsive to changing social relations and concerns. 

The resulting conception of markets, as expressed within the performative market shaping 

school of thought, is one highly concerned with understanding both the potential and the 

limits of human agency.  Managers are able to intervene in market dynamics, but not 

control; to shape, but not predict the long term outcomes of their shaping efforts (Storbacka 

& Nenonen, 2011).  Individual agents perform their multiple and often divergent concerns 

such as for profit, for human well-being or for political power, and their interdependent 

reliance on each other for the realisation of their concerns is what brings them together into 

a given market.  They might perform these concerns through the use of language or through 

designing tools and techniques such as contracts, technology and artefacts (Callon, 2009; 

Araujo & Kjellberg, 2010).   The shape of a market at a given time is the emergent result of 

non-linear interactions between the performance of these concerns and the sense each 

actor makes of others’ performances (Weick, 1995; Geiger, Kjellberg & Spencer, 2012). The 

effective leader is one who shapes their actions around both the limits of their agency and 

the extent to which artful performance of their concerns can make a material difference to 

the state of their market (Nenonen & Storbacka, 2018).  Thus markets shape performances, 

and performances shape markets; through these performances, markets and society 

become embedded within each other (Nenonen et al., 2014). 
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2.3.1 Concerned markets 

Within the performative market shaping tradition, Geiger et al. (2014) identify the 

phenomenon of concerned markets.  Concerned markets are heavily shaped by 

performances of political or public concern for human and/or environmental well-being 

(Geiger, Kjellberg & Spencer, 2012).  Examples include concerns for environmental 

degradation shaping the market for palm oil (D’Antone & Spencer, 2014), and concerns for 

the nutritional and medical potential of food shaping a market for ‘functional foods’ 

(Azimont & Araujo, 2007).   

D’Antone et al. (2017) pioneered a focus on micro-processes of innovation and change in 

concerned markets, with their model of how concerns transform markets and markets 

shape concerns.  Their study looked at how the mobile phone market integrated 

environmental concerns related to the life cycle of handsets, including how handsets are 

produced and recycled.   D’Antone et al. (2017)’s constructivist process model illustrates an 

unbroken cyclical integration of concerns and counter-concerns into markets.  Concerns 

enter and are integrated into markets through processes of ‘relating’ and ‘separating’ 

(“Representations (performances) which combine [and define clear limits between] financial 

value and other values, and collective concerns with individual interests”) (page 75).  

Concerns are then ‘troubled’ and ‘transformed’ into new norms (widely adopted 

performances) which destabilise current relational structures, and translate collective 

concerns into legitimate norms in markets.   These transformation processes fall within our 

definition of social innovation.   

New norms are then ‘influenced’ and ‘prioritised’ by exchange practices which primarily 

perform concerns for financial value.  This prioritisation process is akin to commercial 

diffusion (Ozdemir & Trott, 2009).  Widespread diffusion of exchange practices which 

prioritise financial profit leads to the generation of new collective concerns for human or 

environmental well-being (counter-concerns), and the cycle begins again with relating and 

separating processes.   

D’Antone et al. (2017) argue that effectively performing concerns for human and 

environmental well-being require that markets and society are perceived as indistinct and 

indivisible.  This argument challenges the view that markets and society are only 
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‘moderately’ embedded within each other, and are not wholly shaped or performed by the 

either (Granovetter, 1985; Nenonen et al., 2014).  Yet, neither D’Antone et al. (2017)’s 

process model nor the wider literature on concerned market processes of innovation and 

change has taken into account markets for products which are perceived as public goods, 

and therefore uncommercialisable.  Dix (2014) touched on this topic, with a public policy 

perspective of performance pay in the Dutch education system, as did Krafve’s (2014) study 

of the health care market.  Mason & Araujo (2021, p. 473) problematise the marketisation of 

the English healthcare system by their explication of how certain performances result in 

“misfires and unintended outcomes”.   Yet none of studies address the claim in D’Antone et 

al. (2017) that effective performance of concerns within concerned markets can be effected 

so long as counter-concerns resulting from that performance are continually re-integrated 

into the market; and thus the indivisible cycle between market and society can continue 

unbroken.   

In the second publication of this thesis, we address this gap in the concerned markets 

literature relating to innovations traditionally perceived as uncommercialisable public goods.  

We do this through exploring our research question, how do processes of public good social 

innovation shape concerned markets? 

2.4 Summary 

This chapter has provided a historical background to social innovation as a term used to 

describe changes in outcomes, relationships and processes.  It has highlighted an emerging 

school of social innovation thought which links an understanding of organisational 

complexity science to the study of complex social problems.  The origins and fields of 

organisational complexity science were discussed, and the concept of performative market 

shaping positioned within the field of complexity thinking.  These concepts – social 

innovation, complexity thinking, and performative market shaping  – are integrated into the 

conceptual framework of the three articles provided in the following chapters. 
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3. Methodology 

This research aims to understand the emergence of the Australian social impact investment 

market over time, and the role of social innovation thought in that emergence.  Drawing on 

organisational complexity theories, this thesis posits that economic markets, like social and 

political institutions, are the emergent result of non-linear and unpredictable interactions 

between the performance of actor concerns, and the sense each actor makes of others’ 

performances.   

Guided by this principle, this research poses two research questions: (1) how does the 

Australian social impact investment market emerge? and (2) how does social innovation 

thought influence the emergence of the Australian social impact investment market? The 

research questions are explored through a qualitative, constructionist research design 

incorporating three different methods of analysis.  While the first paper is conceptual, the 

final two papers of the thesis are based on an empirical, longitudinal, embedded case study 

of seven social impact bonds (SIBs) on the Australian social impact investment market.   

3.1 Ontology and epistemology 

In examining the question of how a system emerges, most complexity thinkers take a 

constructionist approach (Uhl-Bien & Marion, 2009).  A constructionist approach to human 

organisational studies can be contrasted to its two polar extremes: a postpositivist entity 

ontology, and a subjectivist social constructivist ontology (Uhl-Bien & Ospina, 2012).  

Complexity thinkers eschew the heavy emphasis on agency inherent in the postpositivist 

entity approach, which assumes that humans are rational, independent entities who can 

transcend the influence of biological (embodied) reactions and achieve a state of objectivity 

that is free of the interpretations which result from embodied experience (Fitzsimons, 

2012).  Likewise, postpositivists contend that social reality consists of fixed entities, such as 

organisations, that exist independently of interpretation and can be objectively discovered 

by emulating research methods from the physical sciences (Fitzsimons, 2012).  The emphasis 

on agency similarly characterises social constructivism, which, while it eschews the 

postpositivist assertion of an objective reality existing independently of human 

interpretation, focuses on the primacy of individual as opposed to collective meaning-
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making in the construction of social reality (Uhl-Bien & Ospina, 2012).   Constructionism, 

however, posits that reality is shaped by a collective, shared sensemaking endeavour which 

is expressed through language and other relational exchanges, and results in outcomes such 

as stable social structures (Kennedy et al., 2012),  which despite their apparent stability, are 

in a continual process of being re-negotiated through collective meaning-making. Thus 

reality is neither shaped by individuals (relativism) nor exists independently of a human 

understanding of that reality (postpositivism); rather, it is found and constructed in the 

‘spaces between’ people as they talk and act reality into being (Bradbury & Lichtenstein, 

2000). 

This research is based on complexity thinking, a process-oriented theory that aims to 

understand the evolution of the dynamic complexities of change, which it terms 

‘emergence’.  Process can be defined as “a sequence of individual and collective events, 

actions, and activities unfolding over time in context” (Pettigrew, 1997, p. 338).   However, 

this definition does not quite capture the different ontological perspectives of process.  Van 

de Ven and Engleman (2004) noted two definitions which condense the differing 

perspectives of process.  The first refers to a category of concepts or variables that relate to 

activities and outcomes, and the second refers to a narrative which describes how things 

develop and change (Van de Ven & Engleman, 2004, p. 345).  The first definition is related to 

the variance theory of change, in which explanations are outcome-driven, and the statistical 

strength of an explanation is established by testing the relationship between dependent 

(outcome) variables and independent variables which are causally linked to those outcomes 

(Mohr, 1982).  Variance theories are positivist in nature, and assume the existence of an 

objective reality that is independent of human interpretation (Mohr, 1982).   

The second is an explanation based on temporal order, and involves a narrative description 

of the unfolding of a sequence of events in time (Gabriel, 2004; Grant et al., 2004).  This 

second explanation views organisational events and outcomes as a product of social 

construction, a co-created reality that is shaped by the schema of the agents involved in 

those events (Munir, 2005), and knowable through the retrospective sensemaking of those 

involved in or observing events (Halinen, Törnroos & Elo, 2013).  The former can be termed 

a variance view, and the latter a process view. 
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In addition to taking a process view of events, this research extends the process view to an 

understanding of the phenomenon of market actor influence – or leadership – not as a trait 

or behaviour of individual leaders, but as a co-constructed process of social interaction from 

which leadership outcomes emerge (Uhl-Bien, 2006; Foldy, Goldman & Ospina, 2008; 

Cunliffe & Eriksen, 2011).  This relational perspective of leadership and agentic influence, 

like events-based process research, sits uneasily with variable-based theorising (Fairhurst & 

Uhl-Bien, 2012) and from an epistemological perspective, recognises the pivotal role of 

interpretation and individual sensemaking in understanding leadership and system 

emergence.  Accordingly, a study of impact investment market emergence as a relational 

and interactive phenomenon requires a much more contextual analysis than can be offered 

by positivist survey-based research (Pettigrew, 1987, 1997) and data should ideally be 

collected in natural settings using ethnographic and other qualitative techniques (Pettigrew, 

1987). 

3.2 Qualitative research and case studies 

Langley (1999) contends that to truly understand how and why events unfold over time, 

those events must be examined directly.  Events can be examined directly through the 

collection of detailed, ‘fine-grained’ qualitative data, often gathered in real time (Langley, 

1999, p. 691).  Although the case study approach seems to have become synonymous with 

qualitative research, a case study can integrate collection and analysis of quantitative as well 

as qualitative data (Eisenhardt, 1989).  For this reason, choosing the case study method does 

not rest solely on its suitability as a means of collecting in-depth qualitative data (Klenke, 

2008).  Neither is case study research suitable only for exploratory studies, but can be used 

to describe and test propositions, as well as deploy explanatory and descriptive research 

methods (Yin, 2009).  Rather, a case study should be chosen as the preferred method over 

other methods of social science research if the main research question is a ‘how’ or a ‘why’ 

question, the researcher has little or no control over behavioural events within the 

phenomena being studied, or the research is examining a contemporary rather than 

historical phenomena (Yin, 2009). 

This study meets all three criteria for choosing the case study method as part of the research 

design. Firstly, both of the research questions are ‘how’ questions, and as such necessitate 
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an explanatory answer for links between events, contexts, people and processes over time, 

rather than the measurement of frequencies or incidence of these (Yin, 2009).  Secondly, the 

researcher has little or no control over the phenomenon under study in this research, and 

the behaviours within the phenomenon cannot be manipulated, as the researcher is not 

involved as a practitioner or leader in the emergence of social impact bonds.  Care is taken 

in this study though not to ignore or underestimate the role of the researcher as a “sensitive 

participant observer” (Stacey, 1996, p. 262), and the need for reflexivity (self-aware 

conscious thought) in understanding and making transparent the researcher’s impact on the 

phenomenon under study (Fairhurst & Uhl-Bien, 2012).  Thirdly, this study is examining 

contemporary rather than historical events. While the case study method relies on many of 

the same techniques as other social science methods, such as history or archival analyses as 

the base for economic or statistical modelling, in examining contemporary phenomena a 

case study offers the advantage of being able to integrate two additional sources of 

evidence – direct observation, and interviews (Yin, 2009). 

3.3 Case study participants  

Our seven embedded SIBs were selected across two Australian States, each commissioned 

by a State government and contracted between that government, private investors, and a 

social service provider.   Each Australian SIB is small in monetary value (AUD$7-30 million) 

relative to multi-billion dollar public service procurement budgets, and are considered ‘pilot’ 

contracts designed to test and develop both social and commercial innovations.  SIBs in 

Australia address a range of complex social issues, including mental health, prisoner 

recidivism, children in out of home (foster) care, and homelessness.   

Australia has a small, tightly networked community of social impact investment 

practitioners, most of whom are known to each other.  To protect the identity of our 

participants, we refrain from providing specificity in relation to the dates or social issues 

around which events developed, with the exception of the first two SIBs ever contracted in 

Australia in 2011.  Revealing details of these SIBs is pivotal to comprehensibly explaining our 

findings.  The detail of events we narrate are based on publicly available second order data 

and the processes we explain are understood by many within the SIB network setting, so in 

revealing them we do not compromise participant anonymity.  By focusing on explaining our 
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findings through the story of these first two SIBs, we are able to maintain participant 

anonymity while still including much of the illuminating, richly descriptive historical and 

conceptual narratives that unfolded during the course of our interviews, and explaining how 

these narratives informed our findings. 

3.4 Sample and data collection 

Data was collected via 41 semi-structured interviews conducted in 2017 with purposely 

selected leaders involved in the cases, many of whom were involved in multiple SIBs as well 

as other social impact investment market activities.  Table 3.1 sets out details of interview 

participants.   

Given the small and tightly networked nature of the Australian social impact investment 

market, in order to protect our participants’ identities we refrain from providing specificity 

in this table in relation to their employment titles, organisations or the specific SIBs in which 

they were involved.   Second order data in the form of publicly available documents such as 

web pages of organisations involved, industry newsletters and media articles were used for 

triangulation.    The collection of data and the iterative process of moving between theory 

and data was brought to a close when the theoretical point of saturation was reached.  

Saturation occurs at the point when learning is minimal because the same phenomena are 

being observed continually (Eisenhardt 1989; Glaser & Strauss 1967). 

The majority of participants were initially identified through industry contacts of two of the 

researchers, media publications and websites; with the remainder through snowball 

sampling. Participants were drawn from all sectors involved: public sector, usually state or 

federal government departments; private sector, including superannuation funds, banks and 

private investors; third sector (not-for-profit), all of them social service organisations; 

intermediaries and consultants, who are normally described in the practitioner literature as 

a ‘neutral’ arranging party, although it can be strongly argued that in Australia, 

intermediaries represent investor and other private sector interests; and research and 

philanthropy backgrounds.  The majority of interviews were conducted in person while eight 

were conducted via telephone or teleconferencing. All interviews were conducted using a 

protocol and transcribed orthographically.  The semi-structured interview protocol used to 
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conduct interviews is contained at Appendix A of the second and third papers.  This protocol 

was individually adjusted to each participant both before and during the course of the 

interviews. 
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Table 3.1: Interview participants 

 Pseudonym Sector (both at time of interview and 
past sector employment relevant to 

case study) 

Number of SIBs involved in  Length of interview 
(hours:minutes:seconds) 

Sampling 
strategy 

1.  Alana Private and philanthropic 1 0:53:34 Purposive 

2.  Maryam Not-for-profit 2 01:50:06 Purposive 

3.  Charles Private 1 00:51:24 Purposive 

4.  George Private 1 1:06:01 Purposive 

5.  Violet Public 3 1:26:00 Purposive 

6.  Penny Public 3 1:26:00 Purposive 

7.  Arthur Private 3 1:00:35 Purposive 

8.  Soraja Public 2 1:01:29 Purposive 

9.  Amber Public 2 1:01:29 Purposive 

10.  Eliijah Private 2 58:23 Snowball 

11.  Nolan Private 1 51:46 Snowball 

12.  Harry Not-for-profit 2 1:19:04 Purposive 

13.  Elinor Not-for-profit and consulting 2 0:56:20 Purposive 

14.  Edward Academic 1 0:39:23 Purposive 

15.  Elliot Private 1 0:53:43 Purposive 

16.  Keith Not-for-profit 3 1:26:50 Purposive 

17.  Loretta Intermediary 5 1:06:20 Purposive 

18.  Macy Public and intermediary Multiple but not specified 
during interview 

00:39:02 Purposive 

19.  Gertie Public and intermediary Multiple but not specified 
during interview 

00:23:34 Purposive 

20.  Grace Not-for-profit 2 01:35:00 Purposive 

21.  Susannah Consulting and philanthropic None but has experience in 
outcomes-based 
commissioning 

00:27:00 Snowball 

22.  Tracy Not-for-profit 1 01:26:24 Purposive 

23.  Ethan Philanthropic and private 1 01:04:22 Snowball 

24.  Karel Private 4 00:55:37 Purposive 

25.  Luke Not-for-profit 1 00:31:14 Purposive 

26.  Eloise Not-for-profit 1 00:45:24 Purposive 

27.  Estelle Not-for-profit and government 2 00:48:57 Snowball 

28.  Max Not-for-profit 1 00:43:52 Snowball 

29.  Alex Academic and intermediary None 00:65:00 Snowball 

30.  Laura Intermediary None 1:02:41 Purposive 

31.  Trudy Not-for-profit 1 1:12:57 Purposive 

32.  Joanne Not-for-profit 1 1:12:57 Purposive 

33.  Linda Not-for-profit 1 1:12:57 Purposive 

34.  Robert Private and consulting 6 00:46:35 Purposive 

35.  Nicole Not-for-profit 1 00:41:00 Snowball 

36.  Jack Consulting and intermediary 1 00:53:23 Purposive 

37.  Ryan Private 2 00:45:40 Snowball 

38.  Sarah Intermediary 7 1:11:30 Snowball 

39.  Renee Private 2 00:45:43 Snowball 

40.  Madeleine Not-for-profit 1 1:14:38 Snowball 

41.  Niamh Consultant and public 1 1:53:11 Purposive 
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3.5 Human research ethics 

Principal Supervisor Prof. Paul Flatau provides social impact evaluation consultancy services 

in relation to one of the seven social impact bonds under study. This interest was declared 

in the candidate’s PhD Research Proposal and Human Research Ethics Application under 

which this research was conducted (Approval RA/4/1/8475).  Both the Proposal and the HRE 

Application were approved by the relevant authorities within the University of Western 

Australia.  Written participant consent has been received and archived for the research 

involving human data reported in this thesis. 

3.6 Methods of analysis 

The research questions necessitate a study of nested Complex Adaptive Systems both within 

and surrounding a social impact bond.  The study of nested systems poses a methodological 

challenge that compels a research design which is both longitudinal and multi-level 

(Makkonen, Aarikka-Stenroos & Olkkonen, 2012; Halinen, Törnroos & Elo, 2013).  

Accordingly, the research investigates the temporal aspect of the embedded case by 

developing an event trajectory of social impact bond emergence through both retrospective 

and real time analysis, and integrated this with an exploration of leader sensemaking 

through a discourse analysis of leader narratives of that unfoldment.   Competing versions 

of events and theories of emergence are presented through the final method of analysis 

contained in the third paper, alternate template strategy. 

3.6.1 Organisational discourse analysis 

A performative market shaping approach compels an emphasis on market actor 

sensemaking (Callon, 1998, 2009; Weick, 1979, 1995).  In both the first and third papers 

(Chapters 4 and 6), participant sensemaking is analysed through an organisational discourse 

approach (Fairhurst & Uhl-Bien, 2012), with a focus on the discursive mechanism of rhetoric.  

Rhetoric is the use of symbolism to persuade others to change their attitudes, beliefs, values 

or actions (Cheney et al. 2004).  The modern theoretical focus of rhetoric scholars has been 

on the role of rhetoric in shaping social and institutional power (Foucault, 1980; Habermas, 
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1979).  In this respect, rhetoric is highly relevant to a constructionist study of market 

emergence.  

Organisational discourse analysis is based on a broad class of constructionist theories that 

focus on how members of an organisation use language to fashion their reality (Fairhurst & 

Uhl-Bien, 2012; Wetherell & Potter, 2015).   This stands in contrast to a positivist view of 

language, which sees it as “a mirror reflecting reality—language was a mere artifact or 

surface manifestation of an existing organizational reality” (Fairhurst & Uhl-Bien, 2012, p. 

1045).    

An organisational discourse analysis provides a method for understanding how structures 

are constructed socially, through the relational interaction of discourse between agents 

(Ainsworth & Hardy, 2004).  The analysis aims to understand the role of leaders’ micro-level 

narratives of emergence and outcomes upon higher level events and structures as well as 

the converse influence of meso and macro events and structures on leader sensemaking. 

This is consistent with a social psychology approach to narrative discourse analysis (Weick, 

1979; Prichard, Jones & Stablein, 2004; Wetherell & Potter, 2015).    

The third paper included a focus on narrative as the form of discourse under analysis.  This 

allowed the researcher to triangulate the study of rhetoric, bringing greater trustworthiness 

to the findings.  The narratives analysed were alluded to or told in full during the course of 

participant explanations of the rhetoric of ‘industrialisation’ (Gabriel, 2004).  A narrative 

analysis allowed the researcher to gain an in depth understanding of the setting in which 

the social impact bonds emerged (Heracleous, 2004) and formulate more robust 

explanations for conflicting versions of events, context and causal mechanisms. 

3.6.2 Event-based Network Process Analysis 

Chapter 5 (Paper 2) focusses not on an organisational discourse analysis, but instead utilises 

the Event-based Network Process Analysis method (eNPA) (Halinen, Törnroos & Elo, 2013).  

This method allowed for the construction of an event trajectory while also accounting for 

and explaining the links between context, processes and outcomes across macro, meso and 

micro level events and structures.   
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While events are critical in understanding the path of emergence, the processes that link the 

events and lead to outcomes are the key to gaining deeper insights about the 

constructionist dynamics at the heart of the system.  In a processual analysis, linking events 

to outcomes is therefore less important than linking processes to outcomes, and it is in this 

linkage between processes and outcomes that a processual analysis gains its “time quality” 

(Pettigrew, 1997, p. 340).  Yet events provide a pathway to accessing knowledge and 

understanding of processes, as “humans comprehend time and make sense of change 

through events” (Halinen, Törnroos & Elo, 2013, p. 1214).  Constructing a trajectory of 

events therefore aids in identifying the processes around and between those events, and 

how one event may have led to led to another.   

The analytic scheme of eNPA explains the temporal unfoldment of events through 

identifying influencing factors, critical events and resulting changes.  Factors, events and 

changes are sorted into multi-level categories such as micro-meso-macro, exogenous and 

endogenous, and anchored with reference to the research question.  Pettigrew (1987) 

emphasizes the importance of such multi-level theory construction in an analysis that seeks 

to understand how structure or context are mobilized by or influence actors.  In this study, 

factors, events and changes were derived from an analysis of participant narratives as well 

as the literature review.  The data was coded and analysed according to these factors, 

events and changes using NVivo data analysis software.   

3.6.3 Alternate Template Strategy 

In chapter 6 (Paper 3), a third method of analysis, alternate template strategy (Allison, 1971; 

Langley, 1999) is used as the tool for integrating insights from both the organisational 

discourse analysis and event trajectory.  This strategy was utilised to narrate and compare 

competing explanations and descriptions of the emergence of social impact bonds.   

Alternate template strategy is one of seven sensemaking strategies for process data set out 

by Langley (1999).  In this method, the researcher proposes several alternative 

interpretations of the same events.  Alternate template strategy is ideal for a single rich case 

study, as it devolves on the collection and analysis of fine-grained, in depth data relating to 

a single case of events.  Alternate template strategy provides a tool to identify mechanisms 
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underlying processes, and to narrate these in an engaging and valuable manner for readers 

(Langley, 1999).  The value of employing such a comparative tool is in its ability to present 

conflicting patterns of events and mindsets revealed by the event trajectory and narrative 

discourse analysis, and in doing so, reach a more holistic understanding of how emergence 

is occurring within a social impact bond than can be reached by choosing a single ‘correct’ 

version of events.   

The aim of alternate template strategy is not to use the poetic licence of narrative to 

privilege the voice of every participant in the study with the voice of an authoritative 

interpretation of events (Gabriel, 2004). Rather, the aim of utilising this method is to 

provide a contextual and holistic explanation for how a particular Complex Adaptive System 

has emerged and may continue to emerge, rather than reducing that explanation to a linear 

version of events or prescriptive set of mechanisms.  The process analyst’s role as narrator 

goes beyond the role of a traditional storyteller, and the researcher must use stories and 

narratives for “accessing deeper truths than the truths of undigested personal experience” 

(Gabriel, 2004, p. 13).   

This holistic approach to causal explanations resonates with the nature of a Complex 

Adaptive System, which cannot be reduced to its different parts but needs be analysed as a 

whole.  One of the ways this can be achieved is by incorporating the diversity of human 

agent schemata which affect both the perception and the construction of that whole.  

Alternate template strategy provides a method toward this incorporation. 

3.7 Trustworthiness of the findings 

Multiple techniques were used to increase the trustworthiness of the findings, in 

accordance with Lincoln and Guba’s (1985) and Guba and Lincoln’s (1994) quality criteria of 

credibility, dependability, confirmability, transferability and authenticity.  The theoretical 

perspectives and closeness to industry ranged widely amongst the four researchers, 

allowing for researcher triangulation and increasing credibility, dependability and 

confirmability. The transcripts were sent to participants for approval and the approved 

transcripts, together with second order data, were used to construct the final event 

trajectory, ensuring the findings’ authenticity.  Additional authenticity was achieved by 
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feeding back initial findings to participants (Beverland & Lindgreen 2010) in the form of a 

draft blog article titled “A Tale of Two Contracts: the Evolution of SIBs into PPPs”.  Analysis 

of responses to this article was used to engage in abductive theorising with participants 

rather than simply about participants (Nenonen et al. 2017).   

The embedded design of this research, in which multiple levels and types of analysis are 

employed within a single case study, allows for the discovery of different theoretical 

interpretations of the processes under study within a single rich case.   These differing 

interpretations will provide the basis of the comparison needed in order to build rigor into 

the study and derive powerful insights (Eisenhardt, 1989; Yin, 2009).  Triangulation of both 

data collection methods and analysis methods will aim to address the memory loss and 

rationalisation that arises within individual retrospective accounts (Langley, 1999).   

Whilst triangulation of data sources allows for the construction of more credible findings, it 

is recognised that there can never be single story of how things happened given that 

individual interpretation is always required in a retelling and making sense of discourse and 

events (Gabriel 2004).  A focus on sensemaking (Weick 1995; Weick 1979) within leader 

narratives and discourse allowed for explanation of competing interpretations rather than 

reduction to a single version of events, and for understanding how these interpretations 

both shaped and were shaped by the impact investment market. In analyzing these 

competing interpretations, an abductive analytical approach allowed us to “confront theory 

with empirical data in an evolving fashion” (Dubois & Araujo 2007), capturing the relevant 

features of each case through an iterative return from our data to the literature, and adding 

dependability, confirmability and authenticity to the findings.  Transferability is provided 

through the rich and thick description of events contained throughout the findings, which 

allows for “someone interested in making a transfer to reach a conclusion about whether 

transfer can be contemplated as a possibility” (Lincoln & Guba 1985, p. 316). 

3.8 Access 

The collection of rich and thick data necessary to this type of research and the multiple 

methods and phases of analysis is a very demanding research endeavour, requiring good 

access to the phenomenon under study (Langley, 1999; Van de Ven & Engleman, 2004).  

Access is one of the most critical issues to attend to in process research design (Halinen, 
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Törnroos & Elo, 2013).  The researcher was granted access to several of the embedded 

social impact bond cases prior to data collection, primarily through the industry contacts of 

the researcher’s Principal Supervisor.  Snowball sampling then opened up access to further 

embedded social impact bonds once formal data collection commenced.   

3.9 Bringing the study to a close 

The collection of data and the iterative process of moving between theory and data was 

brought to a close when the theoretical point of saturation was reached.  Saturation occurs 

at the point when learning is minimal because the same phenomena are being observed 

continually (Glaser and Strauss, 1967; Eisenhardt, 1989). 
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4. Complexity and Rhetoric in Social Impact Investment 

Mollinger-Sahba, A., Flatau, P., Schepis, D., & Purchase, S. (2020). New Development: Complexity 

and Rhetoric in Social Impact Investment. Public Money and Management, 40(3), 250-254.  

https://doi.org/10.1080/09540962.2020.1714318 

4.1 Abstract 

Existing public policy approaches to the social impact investment market take a linear view 

of both social innovation and economic markets. This article analyses the rhetoric of the 

market to explain both the persistence of a linear view and its inadequacy for dealing with 

the complexity of bridging social and financial goals. It then outlines complexity-sensitive 

theories of social innovation and economic markets and their import for social impact 

investing. 

4.2 Impact 

Social Impact Bonds (SIBs) and similar public policy approaches to social impact investment 

have fallen short of expectations for large-scale social change and financial savings. This 

article highlights the role that neoclassical assumptions about the dynamics of both 

economic markets and social innovation has played in this failure. It explains the need for 

practitioners to operationalize a more contemporary and complex understanding of markets 

and social change by crafting adaptive ability into social impact investment instruments. 

Keywords 

Complexity science; concerned markets; market shaping; Social Impact Bonds (SIBs); social 

innovation 

4.3 Introduction 

The social impact investment market is a niche, worldwide market in which private investors 

receive both financial and measured social returns. For some, social impact investment 

addresses two crucial societal needs: 

 First, the need to avoid events such as the 2008 global financial crisis (GFC) by 

reconnecting abstract, complex financial assets to the socioeconomic wellbeing of 

the societies in which they operate (Schinckus, 2017).  

https://doi.org/10.1080/09540962.2020.1714318
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 Second, the need to address increasing fiscal constraint on government and lack of 

public funds to meet a growing concern over complex issues such as entrenched, 

generational disadvantage (Nicholls, Paton, & Emerson, 2015; Bengo, 2018). 

For others, social impact investment is a thinly disguised and highly ineffective crisis 

management strategy, used by policy-makers aiming to shift the locus of accountability for 

social inequalities away from the state and economic markets and onto the individual and 

civil society (Harvie & Ogman, 2019).  

Such is the conflicted state of evidence as to the efficiency, effectiveness and legitimacy of 

the social impact investment market. This conflict indicates that integrating the frequently 

divergent concerns of state, private and third sector actors is not as simple as the rhetoric of 

the social impact investment market would have many believe. To unravel the origins of 

that rhetoric, we turn first to understanding the link between a resurgent interest in the 

term ‘social innovation’ and the simultaneous emergence of the social impact investment 

market. We then look beyond the rhetoric to complexity science for ways of conceptualizing 

both social innovation and the social impact investment market, and find that theories of 

‘market shaping’ harmonize with the complex reality of bridging divergent business and 

social concerns. 

4.4 Utilitarian social innovation: the foundation of modern forms of social impact 
investment 

In the past two decades, social innovation has emerged dramatically from the shadows of 

obscure 19th-century sociological theory and become a pet term for advancing political, civil 

and business interests around the world.  One school of social innovation thought has 

gained popularity through promotion in the business schools of major universities such as 

Stanford, Duke, Oxford and Cambridge, and prominent management journals such as the 

Stanford Social Innovation Review and the Harvard Business Review. Termed the ‘utilitarian’ 

approach to social innovation (Ayob, Teasdale, & Fagan, 2016), this view sees an innovation 

as ‘social’ where it has an actual or potential positive impact on measurable wellbeing 

factors, usually at the macro rather than micro level (looking at the wellbeing of entire 

populations rather than individuals). The concept of utilitarianism is grounded in 

philosophical writings by David Hume (1711–1776), Jeremy Bentham (1748–1832) and John 
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Stuart Mill (1806–1873). These thinkers posited that the moral worth of actions is situated 

in their consequences. Following this line of moral reasoning, utilitarian social innovation 

thinkers assert that social innovation is identifiable by the consequences or societal impact 

of the innovation more than by the processes of the innovation (Phills, Deiglmeier, & Miller, 

2008), and that social innovation results in measured or potential social value, quality 

and/or quantity of life (Pol & Ville, 2009).  

The utilitarian view of social innovation has flourished in practitioner circles, emerging as 

the bedrock of the rationale for many recent and emerging models of social finance, 

including social impact investments. This is largely because utilitarian thinking forms the 

foundation of neoclassical tenets about the operation of economic markets, including the 

prized emphasis on optimal production through efficiency (Beauchamp & Bowie, 2004). A 

utilitarian conception of social innovation has been further popularized over the last decade 

through adoption by large, international philanthropic organizations such as the W.K. 

Kellogg Foundation and the Bill and Melinda Gates Foundation, as well as by the spread of 

the New Public Management paradigm (Hood, 1991), which seeks to apply private sector, 

market centred practices to public sector work.  

Take, for example, that poster-child of government funded social impact investments: the 

Social Impact Bond (SIB). SIBs are a form of public–private partnership for the delivery of 

social services, in which private investors provide upfront funding for third sector 

organizations to deliver services, and receive performance-based repayments on their 

investment from government (McHugh, Sinclair, Roy, Huckfield, & Donaldson, 2013). The 

structure and evaluation of SIBs seeks to simplify the inherent complexity of bridging 

divergent social and business goals by transforming those goals into quantitative 

performance measures (Schinckus, 2017). Life outcomes for people experiencing 

homelessness, children in foster care, or prisoners at risk of recidivism are converted into 

algebraic representations so as to be coupled with the accounting mechanisms which 

underpin financial investment structures (Cooper, Graham, & Himick, 2016). With its 

emphasis on quantitatively measuring the consequences of social services in order to 

determine whether they are socially innovative (and therefore deserving of government 
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funding under the SIB), the mechanisms of a SIB are heavily expressive of a utilitarian 

approach to social innovation.  

After almost a decade of all of this rigorous utilitarian measurement—often delivered 

through robust experimental methods such as randomized control trials—there is little 

evidence that SIBs generate any large-scale, measured impact on the social problems they 

seek to address (Edmiston & Nicholls, 2018). Yet SIBs remain a popular public policy 

mechanism, particularly in the UK. With their onerous establishment costs, inability to 

service thin markets, and poor track record of results, why do SIBs so mysteriously persist in 

the landscape of public policy engagement with the social impact investment market? The 

answer may lie in the powerful, pervasive rhetoric of utilitarian thinking, which has 

dominated the emergence of the social impact investment market worldwide. This rhetoric 

has left little room for considering alternative ways of conceptualizing and integrating social 

innovation into the market, leaving those who contend with public policy approaches to 

social impact investment with the feeling that there is, in fact, no other way. 

4.5 Unravelling the rhetoric of social impact investment 

Rhetoric is the use of symbolism to persuade others to change their attitudes, beliefs, values 

or actions (Cheney, Christensen, Conrad, & Lair, 2004). The modern theoretical focus of 

rhetoric scholars has been on the role of rhetoric in shaping social and institutional power 

(Habermas, 1979; Foucault, 1980).  An analysis of the rhetoric infusing practitioner—and, at 

times, scholarly—literature on the social impact investment market is therefore an ideal 

point at which to start unravelling the assumptions about social innovation which permeate 

that market.  

Perhaps no other word characterizes the rhetoric of social impact investment quite as 

poignantly as the word ‘investable’. A relatively uncontested word in the short-back-and-

sides world of stock-standard banking and finance, ‘investable’ connotes an appropriate risk 

return balance; a deal that is a good bet, so to speak. In the muddled middle where finance 

meets social purpose however, the word takes on a whole new meaning, and becomes 

symbolic of a belief in a general linear reality. The concept of a general linear reality is 

heavily embedded in neoclassical economic thinking, a thinking based on the moral precepts 

of utilitarianism, and the judgment of moral worth through analysis of linear action-
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consequence sequences. Hence, in the context of social impact investing, the word 

investable operates not only as a potent symbol of a belief that social innovation operates 

as a linear, predictable process, but also as a symbol of the moral supremacy of this 

neoclassical economic (utilitarian) approach to understanding social innovation. Take, for 

example, the following passage—one oft cited in social impact investment practitioner 

literature around the world: 

Unfortunately, relatively few appear willing to step up to the hard and uncertain 

work of sparking and nurturing the innovations that ultimately generate a robust 

flow of investable, high-return impact investments. It is as if impact investors are 

lined up around the proverbial water pump waiting for the flood of deals, while no 

one is actually priming the pump! (Bannick & Goldman, 2012, p. 5.) 

Here, the neoclassical economic logic of supply and demand is symbolically referenced 

through the oneway flow of water from those who supply it to those who demand it. Social 

innovation is portrayed as a complete, packaged product to be passed along the assembly 

line of supply–demand. The linear supply–demand process envisages no need for ongoing 

adaptation and change to the social innovation in order for it to become, or to stay, 

marketable. We also see a villain/victim narrative: a villainous, unnamed other is failing to 

meet the demand of investors, who alone are cast as responsible for growing ‘momentum’ 

in the impact investing market.  

The moral and linear underpinnings of the rhetoric of investability is strengthened through 

the consistent use in social impact investing literature of the word ‘discipline’ to describe 

the complex interplay of social innovation with economic markets —the ‘social economy’: 

We believe that an effective social economy has…A market discipline that rewards 

effective service providers. (Bolton & Savell, 2010, p. 17) 

The concept of market discipline here refers to a linear causal effect between providing 

‘effective’ social services and being ‘rewarded’ financially for those services. That is, 

‘discipline’ is a symbolic reference to both value-based pricing, and market supply and 

demand. No empirical analysis or theoretical argumentation as to the suitability of applying 

neoclassical economic logic to complex, relationally embedded social problems is made. 
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Rather, persuasion toward this linear perception of cause and effect in addressing such 

problems takes the form of rhetoric, through invoking notions of virtuous discipline. Since 

investability is the end product of a virtuous process—the virtuously disciplined social 

service provider is rewarded with price-value investment in their organization—opposition 

to the production of investability is cast as the opposition of morally inferior actors. 

Conceptualization of ‘effective’ social services as anything other than a linearly produced 

product is likewise cast as the domain of the undisciplined, and therefore an ethical 

weakness. 

Thus we account for the puzzling prevalence of SIBs. In simplifying and linearizing the 

complexity of bridging divergent social and business goals, SIBs embody the glorified 

morality of a utilitarian approach to social innovation. Even 10 years of inconclusive 

evidence as to SIBs’ effectiveness is easily dismissed by true believers as the perverse 

interaction of recalcitrant ‘other’ sectors with virtuous processes of linear social innovation. 

4.6 There is another way: alternatives to the utilitarian rhetoric 

Ayob et al. (2016) note that utilitarian social innovation, despite its popularity with social 

impact investment practitioners, is a relatively weak school of thought within the academic 

literature. They point out a much stronger tradition of social innovation thought, whose 

adherents prize human equality above measurable impact, and see social innovation in the 

shifting dynamics of power and privilege among different groups in society (for example, 

Moulaert, MacCallum, Mehmood, & Hamdouch, 2013). With its origins in sociological 

studies dating back to the 1800s, this school posits that social innovation is identifiable more 

by the processes of the innovation than the consequences. That is, it is identifiable by the 

nature of ongoing flows of interactions and events rather than by a discrete set of 

measurable outcomes. For example, Blacklock and Antadze (2018) explain how the 

legalization of birth control in North America transformed society through the 

empowerment of women. Their study maintains a careful focus on the fragile and ongoing 

dynamics of such hard-won freedoms and rights, and in doing so, encapsulates the 

sociological concern for understanding social innovation as a continuous flow of systemic, 

relational processes, rather than simply a snapshot of life outcomes at a single point in time. 
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However, this sociological school of thought is not the only theoretical path toward 

understanding social innovation as a systemic phenomenon. A relatively new school of 

social innovation thought looks to complexity science and the study of complex adaptive 

systems to understand the emergent, ever mutating and path-dependent dynamics of 

complex social problems and the nature of the innovations needed to address them (for 

example, Zivkovic, 2017; Helbing et al., 2015). Complexity science branched from studies of 

complex adaptive systems in the physical sciences, including biology, chemistry and physics 

(Mitleton-Kelly, 2003). Application of these studies to the human world have given rise to 

diverse schools of thought. Consequently, the term ‘complexity science’ does not refer to an 

uncontested body of evidence as to how human complex adaptive systems work. Instead, it 

typically refers to an alternative paradigm of science, one which acknowledges non-linearity 

and unpredictability in human and ecological systems, and a diverse set of ideas, theories, 

approaches and methods for coping with that non-linearity and unpredictability (Richardson 

& Cilliers, 2001). Despite this diversity, most complexity science approaches emphasise 

adaptive ability, being an ability to constantly innovate and change in response to changing 

circumstances, as imperative for organizational survival and goal achievement. Examples of 

the application of complexity science include the adaptive principles of ‘developmental 

evaluation’, an evaluation method which aims to support social change goals (Patton, 2012), 

and the Cynefin framework, a method for decision-making in complex environments which 

has been popularized across both social and managerial knowledge disciplines (Snowden & 

Boone, 2007). 

Separate to these attempts to apply complexity science to studies of complex social and 

managerial problems, yet related to the need for understanding phenomena such as social 

impact investment, is the application of complexity science to the study of economic 

markets. For several decades, complexity scientists (in concert with behavioural economists) 

have been unravelling many neoclassical economic assumptions about the nature and 

dynamics of markets—including the prized utilitarian beliefs in supply-demand and price-

value which permeate the rhetoric of the social impact investment market (Beinhocker, 

2006). Theorists who embrace an idea of ‘market shaping’, for example, define markets as 

complex adaptive systems which are shaped through a networked, non-linear process of 

social and technical interactions (Araujo, 2007; Araujo, Kjellberg, & Spencer, 2008; Nenonen 
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& Storbacka, 2018). An understanding of markets as socially embedded leaves room for 

investigating the emergence of ‘concerned markets’, such as social impact investment. 

Concerned markets are heavily shaped by political or public concern for human or 

environmental wellbeing (Geiger, Kjellberg, & Spencer, 2012). The market shaping and 

concerned markets literature points out that mechanical, linear conceptions of innovation 

and change bear little resemblance to reality, and adapting toward meeting both financial 

and social goals requires contractual and relational approaches which expect 

unpredictability and allow for processes of mutual adaptation toward the diverse concerns 

of different market actors. 

4.7 Conclusions 

In sum, the neoclassical assumptions underpinning the rhetoric of the social impact 

investment market are inadequate for achieving either financial survival in a world of 

intimate interdependencies and increasingly unpredictable events, or progress against 

complex and path-dependent social problems that often have at their heart an imbalance in 

power and privilege. Rigid contracts such as SIBs, which attempt to control and predict the 

outcomes of social service programmes and link the non-linear flows of cause and effect 

underlying these problems to linear and easily quantifiable flows of monetary value, offer 

little hope of either long-term financial profit, or scaled progress against problems such as 

entrenched poverty and disadvantage.  

Luckily, new developments in complexity science have granted us an alternative way of 

viewing ‘the market’: not as a mechanical behemoth of linear cause-and-effect that spits out 

innovation along an assembly line of supply-demand, but as an ever morphing collection of 

relationships, institutions and events that both shape and are shaped by non-linear flows of 

diverse financial and social concerns. Adaptive ability is the key to both financial and social 

success in this unpredictable world of market shaping. Contractual, evaluative, relational 

and other practical mechanisms and processes which acknowledge non-linearity, and 

operationalize adaptive ability, are fundamental to realizing the vision of financially 

sustainable solutions to humanity’s most crushing social and environmental problems. We 

hesitate to provide concrete examples of adaptive social impact investments, because the 

contracts, services and evaluations behind such examples are so often latched onto as 
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‘models’ to be scaled through meticulous replication, crystallizing them in time and so losing 

those essential adaptive mechanisms and processes which made them successful in the first 

place. Rather, we point to the need for further scholarly deconstruction of the assumptions 

surrounding social impact investing and related concepts such as outcomes-based 

contracting, and the practical construction of a more nuanced and adaptive approach to 

bridging social innovation with economic markets. 
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5. Micro-processes of Public Good Social Innovation in the 

Australian Social Impact Investment Market 

Mollinger-Sahba, A., Flatau, P., Schepis, D., & Purchase, S. (2020).  Micro-processes of public good 

social innovation in the Australian social impact investment market. Industrial Marketing 

Management, 2020-02(93), 428-445.  https://doi.org/10.1016/j.indmarman.2020.03.027  

5.1 Abstract 

Social impact bonds (SIBs) are strategic alliances aiming to generate financial profit through 

social innovation in  the delivery of public social services.  SIBs are also a product on the 

social impact investment market. There is little evidence for SIBs' effectiveness, and their 

ongoing international popularity partly rests on a theoretical premise that market 

mechanisms can effectively generate and diffuse social innovation.  However, the literature 

contains no empirical consideration of whether and how this premise applies to public good 

social innovations.   Our empirical study addresses this gap by finding that public good social 

innovations are stimulated by market mechanisms, and markets are in turn shaped by these 

innovations. Despite this, public good social innovations eventually break away from 

markets in a micro-process we term ‘schisming’.  Through describing how and why 

schisming occurs, we make a unique contribution to existing knowledge of the micro-

processes of concerned market shaping, and the extent to which economic markets and a 

concerned society are embedded within each other.  Implications for practitioners seeking 

to bridge social innovation and economic markets include the need to be cognisant of how 

contextual, socially constructed concerns affect the potential and process of diffusing social 

innovations. 

Keywords 

Event-based network process analysis, Concerned markets, Market shaping, Performativity, 

Public goods, Social impact bonds 

5.2 Introduction 

Social innovation in both academic and grey literature can be categorised into three broad 

schools of thought: utilitarian, in which the focus is on understanding the impact of the 

https://doi.org/10.1016/j.indmarman.2020.03.027
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innovation on quantity or quality of human life (Ayob, Teasdale, & Fagan, 2016; Phills, 

Deiglmeier, & Miller, 2008; Pol & Ville, 2009); a sociological school which centres on 

processes of empowerment and a systemic reconfiguration of social relations, (Moore & 

Westley, 2011; Moulaert, MacCallum, Mehmood, & Hamdouch, 2013), and which is labelled 

‘normative’ by Ayob et al., 2016; and the complexity approach, which extends the 

sociological understanding of systemic power relations to encompass the dynamics of 

complex adaptive systems, including path dependence, tipping points, non-linearity and 

unpredictability (Westley, McGowan, & Tjörnbo, 2017; Zivkovic, 2017). Studies of strategic 

alliances that aim to bridge social innovation with commercial markets have focused largely 

on the utilitarian approach to social innovation as impact or measurable consequence 

(Logue, 2019), and on social enterprise and entrepreneurship as an instrument for social 

innovation (e.g., Phillips, Lee, Ghobadian, O'Regan, & James, 2015; Ramani, Sadreghazi, & 

Gupta, 2017). However, there remains a gap in our understanding of how strategic alliances 

for social innovation shape macro-level markets of economic exchange, markets on which 

social enterprises are but one instrument used to perform and embed collective concerns 

for social innovation (Callon, 2009; Granovetter, 1985; Latour, 2005; Shaw & de Bruin, 

2013).  Further, there is a gap in considering the market shaping effect of social innovation 

in any other than the utilitarian sense of the term (Mollinger-Sahba, Flatau, Schepis, & 

Purchase, 2020). 

Understanding the market shaping effect of strategic alliances for social innovation is 

increasingly relevant given a worldwide movement toward alliances for ‘marketising’ 

(privatising) services traditionally provided by government and third sector organisations 

through nonmarket mechanisms and processes (Joy & Shields, 2013). To address this gap, 

we trace the historical development within Australia of another instrument used to perform 

and embed social concerns in markets: social impact bonds (SIBs). SIBs are often called 

‘social benefit bonds’ in Australia. 

The term social impact bond is a misnomer, as this investment is not a financial bond 

instrument (Charlton, Douglas, Flatau, & Gill, 2013), but rather a performance-based 

contractual arrangement and a type of public-private equity investment. SIBs fund social 

services aiming to address complex social problems such as prisoner recidivism, children in 
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out-of-home care, and homelessness. In its simplest form, a SIB is between three parties: 

private investors, a social service provider, and a funder (Schinckus, 2017).  Private investors 

fund the up front costs of a social service program being delivered to a population in need 

of that service; social service program providers deliver the program and are responsible for 

meeting specified social outcomes under the contract; and the funder (who in Australia is 

usually a State government) repays investors according to financial metrics linked to the 

achievement of social outcomes (Fox & Albertson, 2011; McHugh et al., 2013). 

The structure and evaluation of SIBs seeks to simplify the inherent complexity of bridging 

divergent social and business goals (Ozdemir,  Kandemir, & Eng, 2017; Villani, Greco, & 

Phillips, 2017; Waluszewski, Baraldi, & Perna, 2017) by transforming those goals into 

quantitative performance measures (Schinckus, 2017). Life outcomes for people 

experiencing homelessness, children in foster care, or prisoners at risk of recidivism are 

converted into algebraic representations so as to be coupled with the accounting 

mechanisms which underpin financial investment structures (Cooper, Graham, & Himick, 

2016).  Quantitative performance measures not only allow human life outcomes to be 

transformed into abstract financial assets which can be traded on the social impact 

investment market, but also more easily allow measurement of a utilitarian conception of 

social innovation (an aggregate impact on quantity or quality of human life outcomes).  

Repayments to investors are made on the premise that increased outcomes results in 

savings to government welfare expenditure, and that investors enable these positive life 

outcomes through funding socially innovative services (Jackson, 2013; Schinckus, 2015). 

SIBs are a global phenomenon, adopted into public policy platforms in the UK, the US, 

Canada, Portugal, India, Switzerland, the Netherlands, Finland and other countries (Dear et 

al., 2016).  Given this diversity, there often exists substantial differences in the context for 

and content of these contracts, and the majority of SIBs deviate from the prototypical 

structure (Arena, Bengo, Calderini, & Chiodo, 2016). Yet despite this multiplicity of forms, 

SIBs are frequently promoted with the claim that they are all a type of outcomes-based 

contract, in which the financial return on the investment is linked to the achievement of 

measurable social outcomes (eg., Dear et al.,2016).  Promotion of this link is made on the 

premise that positive life outcomes for participants lead to financial savings for government 
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– for example, a client experiencing homelessness who is assisted into stable housing and 

receives social integration and trauma support under a social impact bond, will be less likely 

to need expensive government-funded emergency health services (Wood et al.2016).  

Evidence of life outcomes is usually based on reductionist, clinical methods of research, such 

as randomised control trials (Cooper et al.,2016; Tomkinson, 2017). 

SIBs are just one of a growing number of products and structures evolving within the social 

impact investment market. Social impact investment is a niche, worldwide market, 

popularly defined as the use of capital to fund endeavours that produce both a financial 

return and a measurable social return (Bugg-Levine and Goldstein, 2009; Höchstädter and 

Scheck, 2015; Logue, 2019). Market actors perform collective concerns for connecting 

abstract financial assets to the socio economic well-being of the societies in which they 

operate (Moore et al., 2012) through the practice of impact assessment (Ormiston, 2017). 

SIBs can be considered as socio-technical actors within the social impact investment market 

(Callon, 1998; Latour, 2005). As market actors, SIBs perform collective concerns, and shape 

the market with these performances.  We frame the social impact investment market as a 

‘concerned market’, a market heavily shaped by collective concerns for social or 

environmental issues (Geiger, Harrison, Kjellberg, & Mallard,  2014a). This framing allows for 

an exploration of the specific types of social innovation with which social impact investment 

market actors are concerned. 

In this paper we explore the research question how do micro-processes of public good social 

innovation shape the Australian social impact investment market? In doing so, we explore 

whether and how social innovations perceived within the social innovation literature to be 

in the nature of public goods and therefore uncommercialisable (Pol & Ville, 2009) have 

been integrated into and influenced by a concerned market (Geiger et al., 2014a).  We 

address a wide gap in the literature related to both concerned markets and social 

innovation, which has yet to take into account whether and how public good social 

innovations shape and are shaped by markets. 

We find that the extensive network setting (Aarikka-Stenroos, Jaakkola, Harrison, & 

Mäkitalo-Keinonen, 2017) of a concerned market can stimulate profound public good social 

innovations, but that these innovations eventually ‘schism’ from concerned markets and are 
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diffused through non-market mechanisms. Schisming is dependent on context – including 

political, geographical, cultural and historical – and occurs where normative (equality and 

power relations) concerns for social innovation are more effectively met by non-market 

than market mechanisms. These findings make a unique contribution to the literature on 

concerned markets and social innovation, and call into question the movement of the 

concerned markets literature toward supporting a concept of extreme embeddedness, in 

which markets and society are perceived as indistinct (D'Antone, Canning, Franklin-Johnson, 

& Spencer, 2017) rather than moderately embedded within each other (Granovetter, 1985; 

Nenonen et al., 2014). We also contribute to the contemporary debate over the role of 

strategic alliances for social innovation in blurring boundaries between state, capital and 

civil society (Arena et al., 2016; Schinckus, 2017) and offer implications for market shaping 

and social innovation practitioners across these three actor networks (Håkansson, Ford, 

Gadde, Snehota, & Waluszewski, 2009). 

The paper has five sections following this introduction. The first introduces our analytical 

framework, and the second discusses in detail our qualitative, abductive approach to tracing 

historical processes of social innovation and market shaping.  The third sets out our findings 

of the four stages in the historical emergence of SIBs on the social impact investment 

market in Australia. We conclude with a discussion of the nature and implications of 

schisming. 

5.3 Literature Review 

5.3.1 Complex adaptive systems (CAS) 

Recent literature increasingly points to the need to move away from a simplified, linear 

approach to the study of impact investing, and to take complexity into account (Cooper et 

al., 2016; Edmiston & Nicholls, 2018; Harvie & Ogman, 2019; Tse & Warner, 2018). However, 

the question of how to frame and approach the idea of complexity remains a large gap in 

the impact investing literature. We turn to complexity science and the study of complex 

adaptive systems in order to effectively conceptualise the systemic, non-linear and 

unpredictable nature of both social innovation and economic markets, and to explore how 

these are bridged through the philosophy and practice of impact investing.  Specifically, we 



77 

 

frame this research with performative market shaping, which integrates the complex 

adaptive systems perspective.  We also highlight the emerging complexity school of social 

innovation thought. 

Complexity science originates from theories of change and evolution in the natural sciences, 

including biology, chemistry and physics (Mitleton-Kelly, 2003).  The dynamic adaptation 

and survival depicted in complexity science derives from applying chaos theory (Gleick, 

1987) to the study of natural systems, through mathematical modelling and computer 

simulation (Holbrook, 2003).  Complexity theories challenge a Darwinian notion of change 

based on random mutation followed by natural selection, and posit that there is an inherent 

order in evolutionary change that is not purely random (Kauffman, 1993; McKelvey, 1999). 

A key characteristic of CAS is the concept of agents (Anderson, 1999). What constitutes an 

agent depends on the perspective being taken of a system, or which level of the system is 

under analysis.  At the micro level of a human system, an individual person is an agent, yet 

from a biological perspective, the neurons in the human brain are agents (Cilliers, 1998). In a 

CAS, agents can be meta-aggregates of agents at lower levels of the system (Holland,1995).  

Zooming out to the meso or macro level of a human system, an organisation can be thought 

of as an agent within an industry, or an industry as an agent within a nation, each agent 

bound as an aggregate by an element of shared schema among their individual agents 

(Weick, Sutcliffe, & Obstfeld, 2005).  Schema are rules which form the internal logic that 

governs the behaviour of agents (Colchester, 2019), the “mental templates that define how 

reality is interpreted and what are the appropriate response for a given stimuli” (Dooley, 

1996, p.2). 

There are fundamental differences between a complex system and a complicated system 

(Gleick, 1987). A complicated system may have multiple parts and levels, but interaction 

among those parts and levels are linear and predictable (Sanger & Giddings, 2012).  Many 

mechanical systems such as cars or aeroplanes are extremely complicated systems, but they 

are not complex.  In contrast, although the schema governing the behaviour of the parts in a 

CAS may be simple, those schema interact in non-linear feedback loops and are continually 

exchanging matter and energy (such as information) with both endogenous and exogenous 
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sources (Holbrook, 2003), and therefore result in unpredictable changes (Sanger & Giddings, 

2012). Complexity is characterised by this unpredictable change (Stacey, 1996). 

5.3.2 Organisational complexity science 

There is a diversity of fields in organisational complexity science. This diversity arises from 

different understandings of the nature and implications of human agency.  In the physical 

sciences, agents (such as neurons or frogs) usually have common schemata consisting of a 

few simple rules. In the human world, agents (people) have numerous schemata, partly 

shared and partly individual, that generate multiple paradoxes and tensions such as 

inspiration and anxiety, avarice and compassion, conformity and individualism (Stacey, 

1996). Stacey (1996 p. 10) argues that such characteristics of human schemata “makes 

interactions more complex and unpredictable and render[s]… an increase in potential 

complexity”.  In contrast, Introna (2003) claims that the unique characteristics of human 

schemata render the physical complexity sciences inadequate as a system of inquiry into 

social organisation. 

Such conflicting views on the nature and epistemological implications of the difference 

between human and non-human agent schemata have given rise to multiple approaches to 

complexity science in organisational studies. Richardson and Cilliers (2001) categorised 

these paradigms into three schools of complexity science: reductionist, soft and complexity 

thinking. This research is framed with performative market shaping, a theory positioned 

within Richardson and Cilliers' (2001) complexity thinking paradigm. 

The emphasis in complexity thinking is on the epistemological shift inherent in 

acknowledging the pervasiveness of complex adaptive systems in the order of human life 

(Richardson & Cilliers, 2001). For complexity thinkers, complex adaptive systems are nested 

from the level of the neuron as an agent in the CAS of the human brain, overlapping with 

natural ecosystems and expanding outward into families, organisations, societies and so on 

through multiple levels, until the entire earth is viewed “as one interconnected complex 

adaptive system of which we humans are only a part” (Lovelock (1988)’s ‘Gaia Hypothesis' in 

Stacey, 1996, p.42).  This view “considers the limits of our knowledge in the light of 

complexity, limits that are often trivialised by contemporary scientific thinking … the limited 
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and provisional nature of all understanding has to be recognised” (Richardson & Cilliers, 

2001, pp. 7–8). Accordingly, the focus for complexity thinkers is on how to adapt to change 

(rather than predict the future) and influence (rather than control) human systems.  

Performative market shaping falls within this complexity thinking paradigm. 

5.3.3 Performative market shaping 

Following the performative market shaping perspective (Araujo, 2007; Araujo, Kjellberg, & 

Spencer, 2008; Nenonen & Storbacka, 2018), we define markets as complex adaptive 

systems which are shaped through a networked, non-linear process of social interaction, 

and which perform multiple concerns through economic exchange mechanisms and 

processes. A performative market shaping framework integrates several synergistic 

perspectives of markets: complex adaptive systems; relational networks of learning; 

sensemaking; and embeddedness. 

A complex adaptive systems perspective acknowledges the socially constructed nature of 

markets and the limits to understanding markets through simplistic linear reduction of the 

interactions within them (Aarikka-Stenroos & Ritala, 2017; Allen, 2001). Markets emerge 

from interaction between interdependent agents, who learn as a result of non-linear 

information exchanges with each other and subsequently coevolve into new types of order 

through that learning (Kauffman,1993; McKelvey, 2003; Perc & Szolnoki, 2010). The long 

term future of markets, including the nature of the agents within them (e.g., brand identity 

and brand meaning for buyers and sellers (Brodie, Benson-Rea, & Medlin, 2017)) are 

unpredictable due to the non-linear nature of information exchanges, and also due to a 

market's vulnerability to outside events (Nicolis & Prigogine, 1989). The study of markets is 

therefore the study of processes of emergence rather than prediction of outcomes 

(Nenonen & Storbacka, 2018). 

Secondly, a performative market shaping perspective integrates the study of markets as 

networked learning through relational interactions (Araujo, 1998; Mattsson, 1997); and a 

socio-technical perspective of those networks, which incorporates technology and other 

non-human artefacts into an understanding of the networked learning which leads to 

market emergence (Callon, 1998; Latour, 2005).  In particular, Actor Network Theory 
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(Latour, 2005) posits that non-human artefacts, forms and instruments which exert 

influence on network dynamics act as an agent within a given networked system. These 

artefacts perform specific concerns of human actors. When other actors attempt to make 

sense of those performances, their sensemaking (Weick, 1979; Weick, 1995) affects the flow 

of learning and subsequent performances which lead to change (Callon, 1998; Callon, 2009).  

The idea of performativity allows for a broad conception of what constitutes an agent within 

a given market (Kjellberg & Helgesson, 2006). For example, Cochoy (2009) described how 

shopping carts act as an agent by profoundly contributing to shaping exchanges in 

supermarkets. 

Lastly, performative market shaping draws from the concept of moderate embeddedness 

(Granovetter, 1985), a theory from economic sociology about the extent to which markets 

and subjective societal concerns and interactions influence each other. Moderate 

embeddedness allows for examination of the socially networked nature of economic 

behavior and institutions, without assumption that all social interactions lead to or are 

concerned with economic outcomes and that markets are entirely constructed of subjective, 

interactive processes of sensemaking (an “oversocialised” stance) or that markets are 

entirely disembodied from social interactions and are instead the sum of the atomized 

actions of rational, self-interested individuals (an “undersocialised” stance) (Granovetter, 

2005; Granovetter, 1985, p.483).  Nenonen et al., 2014 elaborate on Granovetter's notion of 

moderate embeddedness by proposing that markets are characterised by plasticity, a 

metaphorical ability to take and retain different forms.Plasticity allows economic markets to 

simultaneously exhibit stable economic practices and institutions while transforming fluidly 

into new forms that are responsive to changing social relations and concerns. 

5.3.4 Concerned markets 

Within the performative market shaping tradition, Geiger et al. (2014a) identify the 

phenomenon of concerned markets. Concerned markets are heavily shaped by 

performances of collective (political or public) concern for human and/or environmental 

issues (Geiger, Harrison, Kjellberg, & Mallard, 2014b). For example, concerns about 

environmental degradation have strongly shaped the global market for palm oil (D'Antone & 

Spencer, 2014). 
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D'Antone et al. (2017) pioneered a focus on micro-processes of innovation in concerned 

markets, with their micro-process model of how concerns enter and are innovatively 

integrated into markets. Their study looked at how the mobile phone market integrated 

environmental concerns related to the life cycle of handsets, including how handsets are 

produced and recycled. Their constructivist process model illustrates an unbroken cyclical 

integration of concerns and counter-concerns into markets. Concerns enter markets in one 

or more of three ways: through processes of ‘relating’, ‘troubling’ and ‘influencing’.  They 

are then integrated into markets through ‘separating’, ‘transforming’ and finally, 

‘prioritising’.  Prioritising provokes counter-concerns, which then enter the market through 

relating, troubling and influencing – and so the cycle continues unbroken, with markets and 

the collective concerns of society embedded wholly within each other.  This challenges the 

view that markets and society are only moderately embedded within eachother, and are not 

wholly shaped or performed by the other (Granovetter, 1985; Nenonen et al., 2014).  Yet 

neither D'Antone et al. (2017)’s process model nor the wider literature on concerned 

market processes of innovation and change has taken into account markets for public good 

social innovations. 

We address this gap in the concerned markets literature through exploring our research 

question how do micro-processes of public good social innovation shape the Australian 

social impact investment market?  The literature on social innovation provides an 

appropriate conceptual framing with which to approach our task. 

5.3.5 Social innovation 

In reviewing the literature on social innovation, we note a wide gap in considering that term 

from a performative market shaping perspective. We also note a gap in considering the 

interface between social innovation and public goods.  Accordingly, we introduce both our 

own unique definition of ‘social innovation’, as well introduce a new amalgam term, ‘public 

good social innovation’. Table 5.1 below summarises the gaps discovered through our 

critical review, set out discursively below, and clarifies the new definition that we attach to 

each term. 
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Table 5.1: Definitions of 'social innovation' and 'public good social innovation' 

Existing 

Term 

Existing definition Gaps in existing definition New term New definition 

Social 

innovation 

Utilitarian definitions centre 

on a measured or potential 

aggregate increase in social 

value, well-being or other 

life outcomes; normative 

definitions centre on a 

reconfiguration of power 

relations and an increase in 

social equality; and 

complexity definitions focus 

on the emergent, 

networked, non-linear and 

unpredictable nature of the 

social innovation process. 

There is a gap in linking the ethical 

concerns of either or both the 

normative (sociological, power 

relations-focused) and utilitarian 

definitions, with the ontological 

position of the complexity 

perspective. 

- Social innovation is new 

configurations of networked 

processes and actors (including 

non-human actors such as 

technologies, artefacts, devices and 

forms) which perform collective 

concerns for well-being and/or 

equality. 

Pure social 

innovation 

Utilitarian social innovation 

that is uncommercialisable. 

This definition is based on the 

neoclassical economic view of public 

goods and as such, sees pure social 

innovations as static and 

unchanging, failing to take into 

account the socially constructed and 

emergent nature of innovation in 

general, social innovation, or public 

goods. 

Public good 

social 

innovation 

Public good social innovation is 

social innovation that cannot 

effectively perform concerns for 

well-being and/or equality, whilst 

simultaneously performing 

concerns for financial profit. 

 

Definitions of social innovation generally fall into two schools of thought: normative and 

utilitarian (Ayob et al., 2016).  Both schools are normative in the sense that they posit what 

ought to be rather than what is.  However, Ayob et al., 2016 introduced the term 

‘normative’ to describe the view of social innovation which focuses on the reconfiguration 

of power structures in order to address a lack of social justice or equality, and sees the 

‘social’ in the quality of social relations among diverse groups of people (Moore & Westley, 

2011; Moulaert, MacCallum, Mehmood, & Hamdouch, 2013). In contrast, a utilitarian view 

focuses on the measured or potential aggregate social value resulting from the innovation, 

for example, an innovation that is “more sustainable” or results in an aggregate increase in 

positive health outcomes (Mulgan, 2006; Mulgan, Tucker, Ali, & Sanders, 2007; Phills et al., 

2008; Pol & Ville, 2009). 

Those who study the nexus between social innovation and markets usually view markets as 

networks dominated by rationally self-interested, profit-oriented, ‘finance first’ actors and 

actor-networks (Hebb, 2013). Thus a normative view of social innovation is somewhat 

inimical to the concept of concerned markets, as it perceives that actors who prioritise the 
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pursuit of profit will always dominate the reconfiguration of networks within markets and in 

so doing, disempower those actors whose concerns are not chiefly for profit. Further, the 

normative worldview is philosophically grounded in social democracy, and therefore sees 

social innovations as those innovations which iron out the inevitable inequalities of free 

market forces (Moulaert, 2009; Westley et al., 2017).  For these reasons, normative scholars 

posit that social innovation is primarily realised outside of markets, in the restructuring of 

social relations in civil society and democratic institutions (Anheier et al., 2019). 

In contrast, the utilitarian view of social innovation is grounded in a neoliberal perspective 

(Moulaert, MacCallum, & Hillier, 2013) that sees strategic business-social innovation 

alliances as not only conducive to social innovation, but indispensable for the sustainable 

pursuit of human and environmental well-being (Daggers & Nicholls, 2016; Phills et al., 

2008). The embedding of social concerns into markets and the concurrent marketisation of 

concerns via innovative products and processes is seen to address two crucial societal 

needs.  First, the need to avoid events such as the 2008 GFC by reconnecting abstract, 

complex financial assets to the socio-economic wellbeing of the societies in which they 

operate (Schinckus, 2017; Shaw & de Bruin, 2013).  Second, the need to address increasing 

fiscal constraint on government and lack of public funds to meet a growing concern over 

complex issues such as entrenched, generational disadvantage (Nicholls, Paton, & Emerson, 

2015). 

The normative-utilitarian social innovation debate is, in many ways, a strand of the ongoing 

debate between social democrats and economic rationalists about how best to arrange the 

relationship between society and markets.  From a market perspective, this same debate is 

framed by the concept of embeddedness, which explains the extent to which social 

concerns and markets shape each other. Neither school of social innovation aligns closely 

with the market shaping stance of moderate embeddedness (Granovetter, 1985; Nenonen 

et al., 2014).  The normative school of social innovation closely aligns with the 

undersocialised stance, in which markets are seen as the site of rational self-interest and 

largely independent of society and its collective concerns, while the utilitarian school 

mirrors the concerned markets stance of over-socialisation, in which markets and society 

are perceived as indistinct. The debate over the extent which markets and society are 
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embedded within each other is therefore a common theoretical framing, which links the 

market shaping and the social innovation literature. We picture this link at Figure 5.1 below. 

In their influential review of the social innovation literature, Pol and Ville (2009) entered the 

normative-utilitarian debate over the marketization of social innovation, through devising a 

new terminology which sought to integrate the two perspectives.  They introduced the 

terms ‘bifocal innovations’ for those which successfully integrate both profit and social 

concerns, and ‘pure social innovations’ for those that are uncommercialisable. Yet 

ultimately these definitions proved utilitarian, as they centred upon consideration of 

whether an innovation “has the potential to improve either the quality or the quantity of 

life” (Pol & Ville, 2009, p. 881) rather than upon the networked, socially constructed nature 

of the innovations. 

Complexity perspective and redefining social innovation 

The normative view, with its focus on flows of power relations, is not the only way to 

approach the study of social innovation as a systemic, networked and socially constructed 

phenomenon. An emerging school of social innovation thought recognises that power is 

only one of many dynamics at work in human systems, and looks to complexity science and 

the study of complex adaptive systems to understand why and how social innovation can be 

used to address contemporary social and environmental problems (Helbing et al., 2015; 

Westley et al., 2017; Zivkovic & Woods, 2019).  In this vein, Degelsegger & Kesselring (2012) 

have explicitly connected social innovation to Latour (2005)'s Actor-Network Theory, a 

theory used in performative market shaping to explain the idea that socio-technical 

networks of change are a characteristic of markets as complex adaptive systems.  Adherents 

of the complexity school of social innovation point out that the unpredictability and non-

linearity of complex social and environmental problems bring into question the worth of 

utilitarian practices, which often fail to capture the complexity of achieving social change 

outcomes, and as a result generate both a distorted view of causality and negative impacts 

on performance (Lowe & Wilson, 2017; Verbeeten & Speklé, 2015), suppressing rather than 

promoting social innovation (Maier, Barbetta, & Godina, 2018; Zivkovic, 2018). 



Figure 5.1: Framing and Research Question.  This figure sets out the literature review, displaying the theoretical links between market shaping, concerned markets, and two of 

the three key schools of social innovation thought; and highlights the relevance of this framing to the concept of ‘public good social innovation’ and our research question. 
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We offer an alternative definition of social innovation, one that integrates normative, 

utilitarian and complexity perspectives, as well as the concepts of performativity and socio-

technical networks. Building on social innovation and performative market shaping theorists 

including Latour (2005); Callon (2009); Phills et al. (2008); Moulaert, MacCallum, Mehmood, 

& Hamdouch (2013) and Westley et al. (2017), we define social innovations as new 

configurations of networked processes and actors (including non-human actors such as 

technologies, artefacts, devices and forms) which perform collective concerns for well-being 

and/or equality. 

Public good social innovations 

The question of how a social innovation becomes uncommercial and ‘pure’ by exhibiting the 

characteristics of public goods, characteristics which neoclassical economics describes as 

non-rivalrous and non-excludable (“it is virtually impossible to exclude others from the 

benefits of the new idea, and the marginal cost of an additional person making use of the 

new idea is zero” (Pol & Ville, 2009, p 883)), remains unanswered.  This highlights the 

deficiencies of neoclassical economics as a framework for understanding innovation 

(Granovetter, 1992; Nicholls & Murdock, 2011), and the need for a more sociological 

explanation of public good social innovations. 

We address this need for a deeper sociological understanding of public good social 

innovations by offering a unique definition of those innovations, one framed with a market 

shaping perspective.  We define public good social innovations as those social innovations 

which cannot effectively perform concerns for social or environmental well-being and/or 

increased equality in social relations, whilst simultaneously performing concerns for 

financial profit. 

Our definition of public good social innovations allows for the fluid morphing of what 

exactly constitutes a public good, depending on time and place.  For example, Maddison and 

Denniss (2009) give basic education services and defence services as examples of non-

rivalrous and non-excludable public goods. However, early childhood education for 

disadvantaged populations is garnering profit for private investors in SIBs around the world 

(Tse & Warner, 2018) while in Australia, defence services such as logistical support for 
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overseas operations and immigration detention are increasingly contracted out to private 

providers (Maddison & Denniss, 2013, pp. 29–30).  Using our definition, we could explain 

these changes by suggesting that the changed nature of collective concerns for these issues 

have now made them compatible with concerns for financial profit and therefore 

compatible with market mechanisms – in short, they have lost their public goods nature. 

5.3.6 Research gap and question 

Both our sociological definition and Pol and Ville’s (2009) economic definition of public good 

social innovations envisage innovations which are not compatible with the pursuit of profit.  

This brings into question the assertion of both concerned market theory and utilitarian 

social innovation theorists that concerns for social and environmental wellbeing can be 

more effectively addressed through market mechanisms and processes (D'Antone et al., 

2017). Conversely, the ongoing marketisation of services once considered to be public goods 

also brings into question the normative social innovation claim that markets are a poor site 

for integrating concerns for social and environmental issues (Moulaert, MacCallum, & 

Hillier, 2013). 

Public policy studies reviewing the post-Cold War transition of many nations, including 

Australia, from welfare state to a system dominated by economic rationalism have 

examined the question of the effectiveness of marketising public goods. Within this 

literature it is established that there are considerable drawbacks to addressing 

democratically expressed concerns for social and environmental issues through market-

based approaches (Pusey, 1991; Bishop & Wanna, 2004; for public policy analyses of the 

effectiveness of social impact bonds specifically see Lowe & Wilson, 2017; Edmiston & 

Nicholls, 2018). 

However, the ongoing popularity of alliances such as SIBs and the recent emergence of 

oversocialised concerned market theories begs a closer examination of public good social 

innovations from a market perspective, rather than a public policy perspective. We contend 

with the need for a market-perspective exploration by answering our research question, 

how do micro-processes of public good social innovation shape the Australian social impact 

investment market? In exploring this question, we address a wide gap in the literature 
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related to both concerned markets and social innovation, which has yet to take into account 

whether and how public good social innovations shape and are shaped by markets. 

5.4 Methods 

5.4.1 Research design 

To address our research question, we use a longitudinal, qualitative, constructionist case 

study method. The case study method is particularly suited to address the consideration of 

time, which is often lacking in Industrial marketing research (Quintens & Matthyssens, 

2010).  This single case study of the Australian social impact investment market featured an 

embedded design in which the units of analysis were (a) seven social impact bonds procured 

by Australian State governments (b) events in time and (c) network processes linking events 

in time.  As the analysis is not thematic, there is no presentation of categories in our 

findings.  Rather, we present events in time at Table 5.3, and network processes linking 

events in time at Table 5.4 and Fig. 2. Case selection was purposive and involved theoretical 

sampling (Eisenhardt, 1989), in that the Australian social impact investment market was 

chosen for its ability to illuminate the focus of the research question. 

The embedded design of this research allows for the use of replication logic, and for the 

discovery of different theoretical interpretations of the processes under study (Pettigrew, 

1997; Yin, 2009). Differing interpretations set within a rich, contextual analysis provides the 

basis of the comparison needed in order to build trustworthiness, rigor and quality into the 

study and derive powerful insights which can inform analytic generalisations (Eisenhardt, 

1989; Yin, 2009). Triangulation of data collection methods aim to address the memory loss 

and rationalisation that arises within individual retrospective accounts (Langley, 1999). 

SIB Participants 

Our seven embedded SIBs were selected across two Australian States, each commissioned 

by a State government and contracted between that government, private investors, and a 

social service provider. Each Australian SIB is small in monetary value (AUD$7–30 million) 

relative to multi-billion dollar public service procurement budgets, and are considered ‘pilot’ 

contracts designed to test and develop both social and commercial innovations. SIBs in 
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Australia address a range of complex social issues, including mental health, prisoner 

recidivism, children in out of home (foster and group home care) care, and homelessness. 

Australia has a small, tightly networked community of social impact investment 

practitioners, most of whom are known to each other. To protect the identity of our 

participants, we refrain from providing specificity in relation to the dates or social issues 

around which events developed, with the exception of the first two SIBs ever contracted in 

Australia in 2011. Revealing details of these SIBs is pivotal to comprehensibly explaining our 

findings. The detail of events we narrate are based on publicly available second order data 

and the processes we explain are understood by many within the SIB network setting, so in 

revealing them we do not compromise participant anonymity. By focusing on explaining our 

findings through the story of these first two SIBs, we are able to maintain participant 

anonymity while still including much of the illuminating, richly descriptive historical and 

conceptual narratives that unfolded during the course of our interviews, and explaining how 

these narratives informed our findings (see Table 5.3 for data display of narrative recounting 

of events, and Table 5.4 for an explication of the processes spotted through contemplation 

of events). 

5.4.2 Analysis 

The research question necessitated a study of nested networks within and surrounding the 

Australian social impact investment market, which poses a methodological challenge that 

compels longitudinal and multi-level research design (Halinen, Törnroos, & Elo, 2013; 

Makkonen, Aarikka-Stenroos, & Olkkonen, 2012). Accordingly, the research investigated the 

temporal aspects of the market by developing an event trajectory of SIB emergence through 

both retrospective and real time analysis of leader narratives. 
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Table 5.2: Interview participants 

 Pseudonym Sector (both at time of interview and 
past sector employment relevant to 

case study) 

Number of SIBs involved in  Length of interview 
(hours:minutes:seconds) 

Sampling 
strategy 

1.  Alana Private and philanthropic 1 0:53:34 Purposive 

2.  Maryam Not-for-profit 2 01:50:06 Purposive 

3.  Charles Private 1 00:51:24 Purposive 

4.  George Private 1 1:06:01 Purposive 

5.  Violet Public 3 1:26:00 Purposive 

6.  Penny Public 3 1:26:00 Purposive 

7.  Arthur Private 3 1:00:35 Purposive 

8.  Soraja Public 2 1:01:29 Purposive 

9.  Amber Public 2 1:01:29 Purposive 

10.  Eliijah Private 2 58:23 Snowball 

11.  Nolan Private 1 51:46 Snowball 

12.  Harry Not-for-profit 2 1:19:04 Purposive 

13.  Elinor Not-for-profit and consulting 2 0:56:20 Purposive 

14.  Edward Academic 1 0:39:23 Purposive 

15.  Elliot Private 1 0:53:43 Purposive 

16.  Keith Not-for-profit 3 1:26:50 Purposive 

17.  Loretta Intermediary 5 1:06:20 Purposive 

18.  Macy Public and intermediary Multiple but not specified 
during interview 

00:39:02 Purposive 

19.  Gertie Public and intermediary Multiple but not specified 
during interview 

00:23:34 Purposive 

20.  Grace Not-for-profit 2 01:35:00 Purposive 

21.  Susannah Consulting and philanthropic None but has experience in 
outcomes-based 
commissioning 

00:27:00 Snowball 

22.  Tracy Not-for-profit 1 01:26:24 Purposive 

23.  Ethan Philanthropic and private 1 01:04:22 Snowball 

24.  Karel Private 4 00:55:37 Purposive 

25.  Luke Not-for-profit 1 00:31:14 Purposive 

26.  Eloise Not-for-profit 1 00:45:24 Purposive 

27.  Estelle Not-for-profit and government 2 00:48:57 Snowball 

28.  Max Not-for-profit 1 00:43:52 Snowball 

29.  Alex Academic and intermediary None 00:65:00 Snowball 

30.  Laura Intermediary None 1:02:41 Purposive 

31.  Trudy Not-for-profit 1 1:12:57 Purposive 

32.  Joanne Not-for-profit 1 1:12:57 Purposive 

33.  Linda Not-for-profit 1 1:12:57 Purposive 

34.  Robert Private and consulting 6 00:46:35 Purposive 

35.  Nicole Not-for-profit 1 00:41:00 Snowball 

36.  Jack Consulting and intermediary 1 00:53:23 Purposive 

37.  Ryan Private 2 00:45:40 Snowball 

38.  Sarah Intermediary 7 1:11:30 Snowball 

39.  Renee Private 2 00:45:43 Snowball 

40.  Madeleine Not-for-profit 1 1:14:38 Snowball 

41.  Niamh Consultant and public 1 1:53:11 Purposive 
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We integrated multiple levels of analysis by following Halinen et al. (2013)’s approach of 

Event-based Network Process Analysis (EnPA), in which the event trajectory accounts for 

and explains the links between context, processes and outcomes across macro, meso and 

micro level events.  Four ‘stages' emerged during analysis, each stage representing a change 

in the macro level structure of the Australian social impact investment market resulting 

from meso and micro level processes within and around social impact bonds.  We present 

these four stages and narrate the links between these macro level shifts and lower level 

processes in the Findings section, including at Tables 2 and 3). 

Trustworthiness of findings 

Multiple techniques were employed to increase the trustworthiness of the findings, in 

accordance with Lincoln & Guba's (1985) and Guba & Lincoln's (1994) quality criteria of 

credibility, dependability, confirmability, transferability and authenticity.  The theoretical 

perspectives and closeness to industry ranged widely among the four researchers, allowing 

for researcher triangulation and increasing credibility, dependability and confirmability.  The 

transcripts were sent to participants for approval and the approved transcripts, together 

with second order data, were used to construct the final event trajectory, ensuring the 

findings' authenticity. Additional authenticity was achieved by feeding back initial findings to 

participants (Beverland & Lindgreen, 2010) in the form of a draft blog article titled “A Tale of 

Two Contracts: the Evolution of SIBs into PPPs”.  Analysis of responses to this article was 

used to engage in abductive theorising with participants rather than simply about 

participants (Nenonen, Brodie, Storbacka, & Peters,2017). 

While triangulation of data sources allows for the construction of a more credible event 

trajectory, it is recognised that there can never be a single story of how things happened 

given that individual interpretation is always required in a retelling and making sense of 

events (Gabriel, 2004).  A focus on sensemaking (Weick, 1979; Weick, 1995) within leader 

narratives allowed for explanation of competing interpretations rather than reduction to a 

single version of events, and for understanding how these interpretations both shaped and 

were shaped by the extensive network setting and the emergence of concerned markets.  In 

analysing these competing interpretations, an abductive analytical approach allowed us to 

“confront theory with empirical data in an evolving fashion” (Dubois & Araujo, 2007), 



 

92 

 

capturing the relevant features of each case through an iterative return from our data to 

thel iterature, and adding dependability, confirmability and authenticity to the findings.  

Transferability is provided through the rich and thick description of events contained 

throughout the findings, which allows for “someone interested in making a transfer to reach 

a conclusion about whether transfer can be contemplated as a possibility” (Lincoln & Guba, 

1985, p. 316). 

5.5 Findings 

Our findings are summarised below in our narrative delineation of four stages of events and 

processes through which social impact bonds emerged on and shaped the Australian social 

impact investment market.  Each stage is a macro shift shaped by micro and meso-level 

processes, a shift spotted during analysis through contemplation of key events, examples of 

which we set out at Table 5.3. Table 5.4 is a comparison to the processes described in 

D'Antone et al. (2017) and describes how our explication of the process of ‘schisming’ is a 

contribution to the concerned markets literature.  We illustrate the process of schisming at 

Figure 5.2. 

5.5.1 Stage 1: 2002-2010 – lead up to the first Australian SIBs 

Almost a decade prior to the first SIB in 2010, which centred on reducing prisoner recidivism 

rates in the UK, a handful of research and consulting firms focused on social impact 

investment, measurement and policy emerged across Australia.  These separate ventures 

were closely connected within a small social network of individuals drawn largely from 

banking, finance and academic backgrounds. This network was well placed to influence 

political decision makers such that by 2010, an Australian State government proposed the 

idea of social impact bonds as a policy measure. 

The momentum toward SIBs was bolstered by the continuing efforts of research and 

consulting organisations who disseminated reports on advancing social impact investment 

in Australia. Reports would often include concerns articulated by international actors 

troubling for the closer integration of public service delivery and market mechanisms, such 

as the following: 



 

93 

 

“We believe that an effective social economy has … A market discipline that rewards 

effective service providers.”  (Bolton & Saville, 2010, pp.17–19) 

Key to the articulation of concerns over the need for more ‘effective’ social service 

organisations was a belief that only neoclassical economic theories of supply-demand and 

price value could stimulate the innovation that would lead to social value.  Such concerns 

fuelled interest in the concept of social innovation. Talk of social innovation slowly seeped 

from consultant and practitioner literature into Australian government policy. Policy makers 

promoted social impact bonds as a promising mechanism for stimulating social innovation 

as much as for their ability to rescue government from post-2008 GFC fiscal woes through 

imposing private sector paradigms on government procurement of public social services. 

The efforts of these social impact investing organisations came to fruition in 2011, when a 

State government issued a Request for Proposals (RFP) inviting “private investors … to work 

with the public and the community … to deliver improved social outcomes, with the 

objective of providing cost savings to government and returns to investors” (Government 

media release, 30 September 2011). 
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Table 5.3: The four stages of SIB emergence on the Australian social impact investment market and exemplary events which mark shifts in processes that characterise each stage.   
This table presents a description and illustrative data of events in time across the nested networks within and surrounding the Australian social impact investment market.  

Stage Exemplary Event Description Illustrative Data 

Stage 1:  

2002-2010 

Consortium of NFPs and 

private funders establishes 

a social impact investment 

advisory NFP in 2002.  

First of several organisations specifically set up to shape social impact investment in 

Australia.  Many similar organisations followed in the coming decade but this initial one 

maintains strong market share of SII consulting services to Australian NFPs (third sector 

organisations). 

“Social benefit bonds were sort of coming into vogue … the one in the UK, the Peterborough trial had been 

done.  The Keneally government had taken hold of that, supported by [leader of one of the early 

consulting firms] had been, pushed that pretty hard with them, got quite a bit of traction, so I started 

meeting –it was pretty interesting, this concept.” – Elijah, third sector  

Stage 2: 

2011-2012 

Request for Proposals 

issued for Australia’s first 

social impact bonds (called 

social benefit bonds in 

Australia) 

The RFP stimulated a number of proposals which innovatively bridged financial returns 

with social outcomes.  Profound social innovations emerged during the proposal 

process.  

“The NSW Government is today calling for Request for Proposals (RFP) from the private sector to develop 

two pilot Social Benefit Bonds in the areas of Out-Of-Home Care and Recidivism.  Treasurer Mike Baird 

said the pilot tender process encourages private investors to work collaboratively with the public and 

community to deliver real and sustainable solutions to important social challenges facing NSW. … ‘This 

represents the first stage in developing an innovative solution to address key social challenges facing our 

State…The pilots must represent an effective use of public funds and value for money relative to other 

non-Social Benefit Bond funding options available to Government. This will be a key consideration in the 

RFP process,’ Mr Baird said.” – NSW Treasury (2011) ‘NSW Government Calls for Expressions of Interest 

on Social Benefit Bonds’. Press Release, 30 September. 

Stage 3: 

2013-2016 

2015 legislative 

amendment which 

prioritised reunification of 

foster children with their 

families of origin.   

Focus on reunification instead of stability in out-of-home care represents profound social 

innovations arising from the proposal process in Stage 2.  In 2015 legislative 

amendments were passed which required those responsible for children and families in 

out-of-home care to prioritise reunification.  While government policy supporting 

reunification was long-standing, this new emphasis  was a dramatic shift from the 

practice and support of operational policies which prioritised stability for children over 

reunification.   This shift marked the beginning of the non-commercial scaling of SIB 

public good social innovations which ‘schismed’ away from both SIBs and the social 

impact investment market (See Table 5.3 and Figure 5.1) 

“The Act’s changed to make restoration a priority.” – Violet, public sector 

“The challenge is that the social investor market is not actively nurtured by those that seek to take 

advantage of it.” (George, private sector – response to unpublished reflection article sent to interviewees 

by researchers after data collection, expressing surprise at government intention to cut private investors 

out of the social innovation diffusion process) 

 

 

Stage 4: 

2017 

onwards 

In 2017 government 

procures for billion dollar 

social affordable housing 

Fund to deliver built 

infrastructure alongside 

social service delivery 

Procurement effort was the large-scale commercialisation of smaller lending practices 

between banks and community housing providers which had been going on for a 

decade.  Marks a reshaping of the Australian social impact investment market toward a 

broader concept of social impact investment than simply the utilitarian idea of 

‘measured social returns’, and a new kind of public private partnership (PPP) for built 

infrastructure, one which integrates normative social innovation into built design and 

contracting.  These new impact investment forms perform similar concerns to those 

concerns which shaped SIBs (i.e. for exploring the potential of markets to contribute to 

the alleviation of complex and entrenched social problems). 

“But already been done without anybody knowing, or rather, without people who know ah, advertising it.  

[Bank name] not far away from here … their social infrastructure includes like, new schools, but it even 

includes things like tourism centres.  It includes prisons.  And things like that. … PPPs are already doing 

that.  So [the Fund] … is trying to bring a consortium of organisations together … around providing social 

housing for the most vulnerable groups. So that is social impact investment.  Everybody who’s involved in 

it knows it’s a social impact investment but … people who are in that space would prefer that it didn’t [get 

advertised].  Because it’s too big.  It just means that it will distort the analysis of social impact investing.  

When all of those people who have had nothing to do with it, the ones who’ve been promoting social 

impact investing with the rhetoric and so on, they have a particular approach.” – Elliot, private sector 



 

95 

Table 5.4: Describing schisming and comparing to D'Antone et al 2017's micro-process model of how concerns enter markets and markets shape concerns.   
This table connects events in time to the micro-processes of public good social innovation. 

Stage Processes Description of processes Comparison Context/example of processes 

Stage 1:  

2002-2010 

Concerns enter the market 

through ‘relating’ and ‘troubling’   

Relating: “Representations which combine 

financial value with other values, and collective 

concerns with individual interests” D’Antone et al 

2017, Table 2 p 75 

Troubling: “Norms which destabilise current 

relational structures, and attempt to include 

values (other than financial) and collective 

concerns as legitimate in markets” D’Antone et al 

2017, Table 2 p 75 

Little difference between SIB processes in this 

Stage and the relating and troubling described in 

D’Antone et al 2017, processes by which concerns 

enter the market.   

Representation of concerns about the need to ‘marketise’ social 

services in order to address Australian and worldwide welfare 

government deficiencies in alleviating complex social problems.  

Social impact investment was conceived of as a niche market which 

could enable this marketisation, and organisations such as those 

set up in 2002 were dedicated to troubling for marketisation, for 

example by promoting social impact measurement and accounting 

measures which allow values other than financial to be integrated 

into investment markets.  Concerns circled within a relatively small 

network of highly connected individuals from academia, 

government and finance.  There were few SII ‘deals’ of note during 

this period though and such organisations focused on awareness 

raising and lobbying political figures, with a particular emphasis on 

the interest and willingness of institutional investors to engage in 

social impact investments, including Australia’s large 

superannuation fund industry. 

Stage 2: 

2011-2012 

Concerns continue to the enter 

the market through ‘influencing’, 

and start to integrate concerns 

into the market through 

‘separating’ and ‘transforming’. 

No signs of ‘prioritising’ i.e., final 

stage of market integration, 

where financial value and 

individual interest are served 

through diffusion of the social 

innovation/innovatively 

addressed social concerns.   

Influencing: “Exchange practices which integrate 

values (other than financial) and collective 

concerns in their operation” D’Antone et al 2017, 

Table 2 p 75 

Separating: “Representations which define clear 

limits between the financial and other values, and 

between collective concerns and individual 

interests” D’Antone et al 2017, Table 2 p 75 

Transforming: “Norms which translate other 

values into financial value, and collective concerns 

into individual interests” D’Antone et al 2017, 

Table 2 p 75 

Prioritising: “Exchange practices whose function is 

based on financial value and individual interest as 

being most important” D’Antone et al 2017, Table 

2 p 75 

SIB processes in this stage are similar to the 

influencing, separating and transforming 

described in D’Antone et al 2017.  However, 

attempts to prioritise the innovations by 

standardising exchange practices based on 

translation of social outcomes into financial values 

were intensely troubled as not only did the 

complexities of achieving social outcomes not 

readily fit existing financial valuation and 

exchange practices, but strong counter-concerns 

were raised about equality of access to services 

and efficient use of public funds.  In D’Antone’s 

model, counter-concerns such as these do not 

arise until after prioritisation; in SIBs, they arose 

before prioritisation and consequently stymied 

prioritisation, leading instead to the next process 

we describe as characterising Stage 3 – schisming. 

Exchange practices were influenced by the RFP for SIBs which called 

for ‘value for money’ to be integrated with non-financial concerns 

for the well-being of children in out of home care. Despite the small 

financial size of SIB contracts (AUD$7-15million), profound social 

innovations resulted from this period, including a changing belief 

about what desirable social outcomes looked like for families with 

children involved in out-of-home care.  These innovations were 

separated and transformed, allowing them to be translated into 

market technologies in the form of SIB contracts which were 

finalised after protracted periods of negotiation (called the ‘joint 

development phase’ in Australia). 
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Stage Processes Description of processes Comparison Context/example of processes 

Stage 3: 

2013-2016 

Schisming Schisming: Disrupting concerned market norms 

which combine collective concerns with concerns 

for profit and individual gain by transforming 

them into new non-market norms which sequester 

collective concerns and the social innovations used 

to perform them from market mechanisms used 

for profit and individual gain.   

 

This stage represents a departure from D’Antone 

et al 2017.  Schisming is not a process integrated 

into or envisaged by D’Antone 2017 et al’s model 

as they did not study public good social 

innovations.  Identifying and describing the 

process of schisming is the key contribution of this 

paper.   

Schisming indicates the presence of a public good 

social innovation.  The absence of schisming and 

of a public good social innovation does not 

however indicate an absence of collective concerns 

for social and environmental well-being and for 

equality, or of new network configurations which 

perform those concerns (social innovations).  The 

absence of schisming simply indicates that those 

concerns can be more effectively performed by 

market mechanisms than non-market mechanisms 

available to network actors in a given time and 

place. 

SIB representations and norms were never prioritised and instead 

schismed from the social impact investment market (See Figure 5.2) 

through non-market mechanisms including legislation and dyadic 

government-NFP contracts.  Key reasons included concerns for 

equality of access to those norms (innovative social services), and 

efficient use of public funds, which was hampered by above-market 

interest repayments to investors.  Neither concerns could be 

addressed by market mechanisms, given Australia’s ‘thin markets’ 

for complex social problems and the ability of State governments to 

borrow money from the Federal Reserve Bank at far below market 

rate, as opposed to paying private investors far above market rate 

in interest repayments.  Concerns for efficiency were also therefore 

concerns for equality: equal distribution of public resources, rather 

than unnecessarily disproportionate allocation of those resources to 

private investors. 

Stage 4: 

2017 

onwards 

Influencing, separating and 

transforming.  Some signs of 

prioritising 

 The entering and integration of normative social 

innovation concerns (concerns for equality in social 

relations) into the PPP market was provoked by the 

process of schisming and concerns for avoiding 

schisming.  This period is similar to the renewal of 

D’Antone’s et al 2017’s cycle which commences 

again through integration of counter-concerns.  

The difference is that counter-concerns 

transformed through PPPs arose because of 

schisming and not because of prioritising. 

The opacity of government intentions in regard to schisming 

processes led to a significant overlap in the stages of SIB 

development and the development of built infrastructure PPPs 

characterised by an emphasis on normative social innovation 

design features.  The emphasis on normative social innovation 

arose from actors trying to make sense of the schisming processes. 

The need to avoid schisming and reach a stage of prioritising is 

served in these new PPPs by avoiding reliance on human life 

outcomes as the sole basis for repayment metrics and emphasising 

increased equality in social relations through co-designing 

infrastructure with the community and service organisations.   
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Figure 5.2: The process of ‘schisming’: when social innovations break away from the markets they are shaping and shaped 
by.  This figure presents the stages (set out at Table 5.3) and micro-processes (set out at Table 5.4) of public good social 
innovation in the first two Australian SIBs, including our unique finding regarding the schisming process. 
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5.5.2 Stage 2: 2011-2012 – request for proposals sparks social innovations 

The RFP requirement that proponents frame social services as ‘value for money’, coupled 

with the need to link this value to investor returns, meant that financial values needed to be 

to be placed on human life outcomes achieved through those services.  To some third sector 

and government personnel, the idea the idea that money saved from increased efficiencies 

in the protection and care of vulnerable children would enrich private investors was 

anathema: “I was skeptical. I'll be completely honest, I've said it in a public forum.  The 

thought of bankers making money out of child protection was a little bit like, what the?” 

(Madeleine, third sector). 

This clash of concerns was symptomatic of the growing diversity of people now involved in 

SIBs.  As a result of the issuing of the RFP, the network setting involving SIBs dramatically 

expanded out from a small circle of socially concerned finance, academic and political 

figures to include a wide array of third sector personnel as well as banking and other private 

sector partners. 

Third sector service providers also had unprecedented opportunities to talk public and 

private sector representatives through their clients' lived experiences.  These kinds of 

interactions brought greater nuance to the framing of risk, and to the transformation of 

human life outcomes into financial values (‘measures’), an innovation required as part of the 

performance of a utilitarian concern for social innovation: 

“They (government and private sector network partners) would make assumptions, 

quite black and white. And we'd go ah, hang on. Let's just talk that through the client 

experience.” (Trudy, third sector)  

5.5.3 Stage 3: 2012–2017–SIB public good social innovations schism from the social impact 

investment market 

Restoration prioritised over stability in out-of-home care 

In 2015, a social innovation developed in some of the earliest social impact bonds began to 

emerge into public view and be implemented on a large, population-level scale.  This 

innovation related to the perception of what constitutes success in the delivery of services 
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for children removed from their families of origin and placed in out-of-home (including 

foster and residential) care. 

For as long as such services had been delivered in Australia, few resources were provided to 

support government policies requiring reunification of children with their family of origin, so 

instead, stability for the child has been the prime consideration. This resulted in social 

service workers focusing efforts on “running down” parents (Violet, public sector) in order 

to obtain court orders for a child's permanent removal from their family of origin and into 

foster care. This focus meant that little effort was spent working with the family of origin to 

make it safe for the child to return. 

The status quo was changed through the SIB Request for Proposals, which brought to the  

fore niche programs to deliver intensive, long term trauma recovery programs for parents 

so that their family could be made safe for children to return. This represented value for 

money through reducing the long-term need for government to fund foster care placements 

for children. Existing government and third sector priorities around shifting toward an 

operational emphasis on reunification became legitimised, and then funded, through the SIB 

paradigm of value for money. 

The large-scale implementation of this social innovation (a focus on funding child 

restoration services) did not take the form that many of our case study participants had 

hoped for: a bigger SIB contract with greater margins for investor returns. Instead, the 

private sector was contracted out of the arrangement through legislative and contractual 

changes affecting government-third sector funding arrangements. The SIB social innovation 

schismed from the social impact investment market, with methods for its diffusion 

excluding many actors from the original SIB extensive network setting. 

Reasons for diffusing social innovation without marketising 

Government partners had diffused the social innovation in this way, without marketising it 

through the inclusion of private sector partners, as the innovation was a public good social 

innovation. The concerns which gave the social innovation its ‘public good’ nature were 

twofold: a concern for equality of access to the innovation, and a concern for efficient use of 

public funds.  



 

100 

Specifically, these were expressed as: 

1. concern for serving thin markets, as occurs when the relatively small proportion of a 

population who need a particular service are scattered across Australia's vast 

geography (“Scaling is not feasible … you just haven't got very many people in those 

buckets. The ones who are costing a lot of money, there's bugger all of them … So if 

you're trying to deliver services you have to actually have a geographic clustering of 

people.” (Maryam, third sector)); 

2. realisation that whilst the achievement of positive social outcomes might result in 

more effective public services, this does not necessarily translate into cash savings 

for government, but simply greater capacity to serve people who would otherwise 

have been unable to access services (“both of them are modelled around an avoided 

cost. So the heroic assumption is that that's a cost we avoided … but you don't 

actually see that in the budget.” (Penny, public sector)); and 

3. the availability of cheap credit to State governments, which could fund the diffusion 

of innovations at a far lower interest rate than investors require, thereby addressing 

a concern for efficient use of public funds (“It's not like borrowing money's expensive 

for a State government. Whereas a social impact bond, they will invariably have to 

pay substantially more than that.” – (Edward, research sector)). 

These concerns made the restoration innovation incompatible with concerns for profit. Thus 

one of the most disruptive and successful social innovations seen in Australian out-of-home 

care services since the closure in the1 970s–1980s of large residential homes run by state 

and church institutions, ‘schismed’ from the market. It schismed by being pulled off the 

social impact investment market and sequestered from those with concerns for private 

financial profit. 

The schism deepens: changing requirements of RFPs 

The schism deepened where the term ‘social benefit [impact] bond’ gave way in some State 

government procurement documentation to the broader term ‘social impact investments’.  

Many of our cases were based on RFPs issued after this 2015 turning point in framing.  This 

change in terminology was subtle, and many practitioners still referred to these social 
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impact investments as ‘social benefit bonds’.  A less subtle change was the exclusion of 

private investors.  The investments in some of these later social impact investments were 

structured in such a way that the third sector partner was the sole investor; effectively 

receiving outcomes-based payments, but premised as investment returns. 

Whilst government did not keep the movement toward de-commercialisation a secret, it 

was not actively publicised, leaving government intentions opaque to many stakeholders.  

For institutional investors such as banks and superannuation funds, the realisation that they 

had been effectively cut out of government-led social impact investments provoked 

consternation, as concerns for large scale commercial innovation had been their primary 

reason for engaging with SIBs: 

“Innovation is all about creating something new, a new way of doing something, a 

new product, which can then grow into something bigger. If you're just innovating 

and if it stays very small and bespoke, well, that's ok … but for large organisations 

like ourselves, maybe it's not something where we can play a huge role.” (Charles, 

private sector) 

5.5.4 Stage 4: 2017 onwards – PPPs and the reintegration of concerns into the market 

In 2017 a state government called for private and third sector organisations, such as 

community housing providers, to form consortia in order to bid for a new AUD1.1 billion-

dollar, 25 year government funded project aimed at increasing the supply and effectiveness 

of social and affordable housing. Community housing providers offer housing and relational 

support services for clients who would otherwise struggle to maintain their tenancies.  This 

Fund was a highly publicised shift in the way government procured for social and affordable 

housing, and has the hallmarks of the transformations involved in the initial SIB 

procurement processes, that is, government moving away from simply providing a cash flow 

for activities, to requiring ‘value for money’ investment return via social outcomes delivery.  

For example, government expects the project's ‘seed funding’ to accrue a return on 

investment, thus enabling future expansion of the Fund. 

Despite the similarities, the size of the Fund stands in enormous contrast to SIBs, which 

after over half a decade of development, have yet to exceed AU$30 million each.  Being not 

just a contract for social services but also a large-scale infrastructure project between 
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government and other sectors, the Fund also heralds the emergence of a new kind of 

public-private partnership (PPP) in Australia.  PPPs are contracts between government and 

private contractors to build infrastructure such hospitals, roads and prisons.  PPPs emerged 

in Australia around the early 2000s and a National PPP Policy and Guidelines was endorsed 

in November 2008.  Like the Fund and SIBs, PPPs were framed as a way to increase 

efficiencies and value for government money. Unlike the Fund and SIBs, explicit embedding 

of social innovation via social service delivery and measured social outcomes is rare in PPPs.  

The Fund however wraps both infrastructure and social outcomes delivery up into one 

twenty-five year funding mechanism. 

The extent to which social outcomes are measured and delivered by the Fund is yet to be 

publicised.  A commissioning team within a State government department is tasked with 

procuring and managing contracts and agreements funded through the Fund, and there is a 

vaguely defined pathway to align contract payments to results over time. It remains to be 

seen whether ‘value for money’ will be modelled and measured to the rigorous, utilitarian 

extent it was in SIBs, and how the complexities of financialising social outcomes will be dealt 

with in the Fund. The inclusion of infrastructure alongside social services though provides a 

less complex and more easily monitored and measured cash flow element, making the Fund 

less vulnerable to thin markets of clients experiencing complex social problems, 

comparative to SIBs. 

In light of its timing relative to government procurement for SIBs and the proliferation of 

similar PPP mechanisms mentioned by several participants - utilised from the local 

government level through to the delivery of Federal foreign aid - the Fund stands as a 

prominent example of another shift away from SIB contracts. Instead of a schism away from 

the social impact investment market however, this shift is a market adaptation that 

integrates counter-concerns about the need to avoid schisming.  Schisming is avoided by 

shaping the market with the concerns which provoked schisming in the first place: equality 

achieved in the new PPPs through investment structures less vulnerable to thin markets; 

and efficiency, which is likely to be achieved through linking investment returns to 

infrastructure usage rather than the outcomes of randomised control trials. 
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5.6 Discussion 

In considering our findings, we first turn to a discussion of how schisming is heavily 

influenced by a normative perception of social innovation, and what this means for our 

definition of public good social innovations.  We then explain the contribution that 

schisming makes to an understanding of micro-processes of interaction between social 

concerns and economic markets, and to the embeddedness debate in both the concerned 

markets and social innovation literature. We conclude with managerial implications and 

directions for future research. 

5.6.1 Schisming and public good social innovations 

The network actors within our sample who took a normative perspective of social 

innovation did not consider SIBs socially innovative. From a normative view, an innovation 

finds its social nature in its ability to restructure power relations in a way that conduces to 

improved social relations and greater collective empowerment (Moulaert, MacCallum, 

Mehmood, & Hamdouch, 2013; Westley et al., 2017), including by transforming power 

structures which distribute goods and services unequally or inefficiently (Moulaert, 2009). 

Instead of restructuring power relations in a way that increased equality and empowerment 

for citizens, SIB innovations which combined financial and social concerns (D'Antone et al., 

2017) held the potential to increase inequality for already disadvantaged populations by 

leaving ‘thin markets’ without services, as well as by the inefficient distribution of public 

money to private investors when far cheaper financing options were available. 

Network actors who took a normative perspective and therefore a dim view of this 

increased inequality, shaped the Australian social impact investment market with their view 

of social innovation. They did this by using the resources under their control to influence the 

schisming of SIB social innovations from wider economic markets.  For these actors, SIB 

innovations were social once they were schismed from the market. Thus the schisming 

process was the performance of normative concerns for social innovation (Callon, 1998; 

Callon, 2009), a performance which shaped the concerned market of Australian social 

impact investment toward concerns for improved social equality (Anheier et al., 2019; 

Westley et al., 2017). 
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Schisming is a process that disrupts concerned market norms which combine collective 

concerns with concerns for profit and individual gain, norms achieved through D'Antone et 

al., 2017's processes of transforming. In our case, transformation resulted in SIB contractual 

norms, particularly the linking of quantitatively measured human life outcomes to 

repayment metrics for private investors. Schisming converts these concerned market norms 

into new non-market norms.  These new non-market norms sequester collective concerns, 

and the social innovations used to perform them, from market mechanisms used for profit 

and individual gain. That is, they transform a social innovation into what Pol and Ville (2009) 

term a ‘pure social innovation’. By illuminating the process of schisming, a process by which 

a social innovation became ‘pure’, we are also illuminating the operation of our definitions 

of both social innovation and public good social innovations. Those definitions, unlike any 

currently in usage, take into account the role of social construction and emergence in 

determining whether an innovation is both ‘social’ and a (pure) ‘public good’. 

In our case, sequestration – and the subsequent transformation of a social innovation into a 

public good social innovation – took the form of dyadic government-NFP contracts and 

legislation designed to support them: non-human actors which exerted influence on 

network dynamics (Latour, 2005) and the shape of the social impact investment market 

(Storbacka & Nenonen, 2011) through their performance of normative concerns. Schisming 

is not envisaged in the concerned markets literature (D'Antone et al., 2017; Geiger et al., 

2014a) and our explication of this process makes a unique contribution to that literature. 

Through analytic generalisation, we propose that schisming is more likely to occur in 

network settings where actors take a normative (Moulaert, MacCallum, Mehmood, & 

Hamdouch, 2013) rather than a utilitarian view of social innovation (Mulgan et al., 2007; 

Phills et al., 2008). Further, we posit that the presence of schisming indicates the presence 

of a public good social innovation. This is because by our unique performative market 

shaping (Araujo, 2007; Araujo et al.,2008; Nenonen & Storbacka, 2018) definition at Table 

5.1, a public good social innovation is one which cannot effectively perform concerns for 

social or environmental well-being and/or increased equality in social relations, whilst 

simultaneously performing concerns for financial profit. The presence of schisming is a 

symptom of this incompatibility between collective social concerns and individual profit 

concerns. 
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Normative social innovation theorists might claim that schisming is the inevitable result of 

free market inequalities and an indication that social innovation is only effectively 

performed in sites of non-market actors, such as the third sector and the welfare state 

(Moulaert, MacCallum, Mehmood, & Hamdouch, 2013; Westley & Antadze, 2010).  

However, our findings indicate that markets are capable of performing normative concerns 

for social innovation, as illumined by the story of newly emerging PPPs in Stage 4 which 

adaptively integrated the concerns for equality and efficiency that led to schisming. We 

therefore also propose that the absence of schisming and of a public good social innovation 

does not necessarily indicate an absence from the market of collective concerns for social 

equality, or of normative social innovations that perform those concerns.  What an absence 

of schisming does indicate is that any such concerns can be more effectively performed by 

market mechanisms than non-market mechanisms available to network actors in that given 

time and place. 

5.6.2 Schisming, micro-processes and embeddedness 

The process of schisming is a unique contribution to the concerned markets literature 

(Geiger et al., 2014a) relating to the micro-processes of interaction between collective 

concerns and markets (D'Antone et al., 2017). Schisming is a process by which public good 

social innovations which perform collective concerns (Geiger et al., 2014b) break away from 

markets. However, schisming can occur simultaneously with the re-integration of those 

concerns into new market-based social innovations –in our case, the innovative new PPPs.  

This provides not just an extension to but an alternative conceptualisation of D'Antone et al. 

(2017)’s model of the micro-processes by which concerns enter and are integrated into 

markets.  Our conceptualisation sees those processes not as an unbroken cyclical re-

integration of concerns, but a more complex picture in which concerns, and the innovations 

which perform them, can also schism off the market.  We picture this process at Fig.2. 

The co-presence of schisming and reintegration indicates that concerned markets are 

neither wholly shaped by collective concerns (Geiger et al., 2014a), nor are they wholly 

independent of them (Moulaert, MacCallum, Mehmood, & Hamdouch, 2013). That is, our 

findings support a stance of moderate embeddedness (Granovetter, 1985; Nenonenetal., 

2014): concerned markets are no more embedded than any other market envisaged by the 



 

106 

performative market shaping perspective (Geiger, Kjellberg, & Spencer, 2012; Storbacka & 

Nenonen, 2011). The oversocialised perspective developed in the concerned markets 

literature is therefore a misrepresentation of the extent to which concerned markets are 

shaped by collective concerns, and of the extent to which concerned markets are able to 

shape social innovations which meet those concerns. 

This misrepresentation was questioned by earlier conceptions of concerned markets which 

articulated the tension existing in the marketisation of public goods such as health care 

(Krafve, 2014) and education (Dix, 2014).  We contribute to an understanding of this tension 

by empirically establishing the co-presence of schisming and reintegration of concerns, and 

articulating the tension as a question of embeddedness (Granovetter, 1985; Granovetter, 

2005). The ebb and flow between normative concerns for equality and market concerns for 

profit and individual interest will remain an ever-present tension in concerned markets, 

giving rise to a constant risk of schisming – a risk which evidences the moderate extent to 

which markets and collective concerns are embedded within each other. 

Similarly, social innovation is a process that can neither be wholly disconnected from 

markets, as is argued by the normative school of thought (Moulaert, MacCallum, Mehmood, 

& Hamdouch, 2013; Westley & Antadze, 2010), or best performed via markets, as is often 

argued by utilitarian practitioners (e.g., Addis, Bowden, & Simpson, 2014; Addis, 

McCutchan, & Munro, 2015).  Our findings therefore also make a unique contribution to the 

social innovation literature, and suggest that both utilitarian and normative social 

innovation require a readjustment toward a more moderate perspective of embeddedness 

rather than the over- and under-socialised perspective of markets that they respectively 

take. 

5.7 Conclusion 

5.7.1 Managerial implications 

From a public and third sector perspective, our findings provide strong support for the 

ongoing development of strategic alliances which seek to bridge social innovation with 

concerned markets.  The expansion of network diversity stimulated by such alliances is a 

catalyst for the conceptualisation and development of public good social innovations. 
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The implications for commercial managers are different. Those whose primary concern is 

generating profit within markets should be wary of social innovations which have, or may 

have the potential to take on, the nature of a public good.  Our research indicates such 

social innovations schism from markets and do not generate large-scale profits.  Investing 

considerable resources in strategic alliances that result in the schisming rather than 

commercial diffusion of innovations could leave organisations in a financially unsustainable 

position.  On the other hand, participating in market shaping processes of social innovation 

could leave organisations ideally positioned to take advantage of unforeseen opportunities 

that arise with the emergence of concerned markets around the world. The latter occurred 

for those actors in our SIB strategic alliances who went on to become involved in the 

emergence of new types of PPPs. 

5.7.2 Limitations and implications for future research 

Our sociological explanation of public good social innovations points to the need for a 

contextual understanding of the concerns which shape strategic alliances seeking to bridge 

divergent business and social goals. Such an understanding is generated by rich exploration 

of the performed concerns of diverse network actors over time. Future research would 

benefit from studies which trace the performance of concerns for both normative and 

utilitarian social innovation to a deeper point in history than ours did.  This study was 

limited by its focus on social impact bonds and the point in time at which those particular 

alliances emerged on the market. 

Given that the embeddedness of concerned markets is highly contingent on whether social 

innovation is viewed from a normative perspective within a given context, future studies 

would also benefit from a closer inspection of what is important from a normative 

perspective: the dynamics of changing power structures between market actors. In 

particular, studies of how existing power structures are manifested in existing mechanisms 

for diffusing social innovation will affect what kinds of social innovations might be termed a 

public good. This knowledge would be useful for commercial managers seeking to assess the 

potential benefits and risks of engaging in strategic alliances which seek to bridge social 

innovation with markets. Such an inspection requires methods for ascertaining whether 



 

108 

concerns for equality and solidarity in social relations and power structures are met or 

violated, methods often found within traditions of critical analysis. 

Our detailed analysis of how processes of public good social innovation shape concerned 

markets provides a significant contribution to the development of concerned market 

theories by explaining the process of schisming, and offering a powerful illustration of an 

empirical setting in which schisming occurred.  Our unique insights add to the debate over 

marketisation of social innovation, and offer guidance to the diverse array of actors involved 

in shaping markets and societal well-being and equality through their involvement in 

strategic alliances for social innovation.  Continued exploration of the contextual, evolving 

phenomena of concerned markets and social innovation offer wide scope for future 

research into such strategic alliances, and an intellectual challenge for those seeking to 

comprehend the rich diversity of concerns and performances which shape markets. 
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6. Ethical limitations of social impact investing: a market shaping 

perspective 
 

Mollinger-Sahba, A., Flatau, P., Schepis, D., & Purchase, S. (manuscript prepared for publication).  

Ethical limitations of social impact investing: a market shaping perspective. 

6.1 Abstract 

Neoclassical economic logic and its underlying utilitarian ethic has dominated the academic 

and grey literature on impact investing worldwide.  By framing our research question on 

ideas of performative market shaping, an alternative to the neoclassical utilitarian welfare 

economics approach to individual and market outcomes, we are able to question the 

unexplored role of ethical tensions in shaping (and being shaped by) the complex, non-linear 

and socially embedded dynamics of the Australian impact investment market.  Our findings 

reveal that a utilitarian social innovation ethic provides a distorted lens through which to 

view an impact investment market that had outgrown narrow, linear conceptions of social 

change.  This distortion has led to the emergence of two profound ironies – the irony of 

constrained growth, and the irony of re-colonisation – and an impasse of tensions generated 

by these ironies.  However, those actors who view social innovation through more power-

cognisant and complex ethical lenses see past the impasse, are not bound by the ironic 

contradictions of utilitarian rhetoric, and are actively shaping the Australian impact 

investment market on a large scale.  We discuss what this means for the definition of the 

term ‘impact investment’, as well as implications for practice and future research. 

Keywords 

Complexity science, market shaping, performativity, social impact bonds, social innovation 

6.2 Introduction 

Studies of dilemmas and tensions in the impact investing market primarily focus on 

delineating those tensions with reference to the diverse types of stakeholders involved in 

impact investments (Hehenberger & Harling, 2018; Lehner & Nicholls, 2014; Viviani & 

Maurel, 2019).  In contrast, we focus on the market as the unit of analysis, and delineate 

ethical tensions in the market with reference not to their stakeholder origin, but with 
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reference to incompatibilities between the underlying ethics of three key schools of social 

innovation: normative, utilitarian, and complexity (Ayob et al. 2016; Mollinger-Sahba et al. 

2020a).   

In the utilitarian school, the focus is on understanding impact of the innovation on quantity 

of quality of life, and ethical worth is perceived in measurable consequences (Pol & Ville 

2009; Phills et al. 2008).  Whilst the utilitarian school is normative in the sense that it posits 

what ought to be, a contrasting school titled ‘normative’ by Ayob et al. (2016) focuses on 

processes of empowerment and a systemic reconfiguration of social relations, and sees 

social justice and equality as the ethical imperative (Moulaert et al. 2013; Anheier et al. 

2019).  Finally, the complexity approach to social innovation extends the normative 

understanding of systemic relations to encompass the dynamics of complex adaptive 

systems, including characteristics such as path dependence, tipping points, non-linearity and 

unpredictability (Zivkovic & Woods 2019; Westley et al. 2017; Zivkovic 2017; Helbing et al. 

2015).   The linear, consequentialist approach of utilitarian social innovation conflicts with 

the non-linear, systemic approach of both the normative and complexity schools of social 

innovation thought.  This conflict provokes market tensions, including a supposed dearth of 

supply-side impact investments (Mudaliar et al. 2016; Saltuk et al. 2011) and the resultant 

moral blame-game amongst market actors for lack of deals (Mollinger-Sahba et al. 2020a). 

The empirical context for our research is social impact bonds (SIBs), also called social benefit 

bonds, embedded in the Australian impact investment market.  Despite their name, SIBs are 

more akin to an equity investment than a traditional bond.  Private investors fund the 

upfront costs of a social service program aimed at addressing complex social problems, such 

as homelessness and prisoner recidivism; social service program providers deliver the 

program and are responsible for meeting specified social outcomes under the contract; and 

government repays investors according to financial metrics linked to the achievement of 

social outcomes (Daggers & Nicholls, 2016; McHugh et al. 2013; Nicholls et al. 2015). 

While some perceive success and continuing promise in the way SIBs have unfolded (Dear et 

al., 2016), others see that after over a decade of implementation efforts worldwide, SIBs 

have yet to achieve anything approaching social or economic scale (Edmiston & Nicholls, 

2018).  Still others argue that SIBs are a dangerously inequitable funding tool, seeking to 

justify public good expenditure on the basis of risk and reward benefits to private and state 
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actors, rather than to those in society ostensibly served by these contracts (Harvie & 

Ogman, 2019; Tse & Warner, 2018).  Despite the mounting evidence as to SIBs’ lack of 

effectiveness, efficiency and equity, Australian state governments continue to procure SIBs 

and similarly structured impact investment products (NSW Office of Social Impact 

Investment, 2019; Tomkinson, 2017). 

The ongoing controversy surrounding SIB commissioning is symptomatic of tensions 

between utilitarian, normative and complexity perspectives of social innovation, tensions 

which shape and are shaped by the impact investment market (Mollinger-Sahba et al. 

2020b).  Impact investment is a niche, worldwide market, popularly defined as the use of 

capital to fund endeavours that produce both a financial return and a measurable social or 

environmental return (Bugg-Levine & Goldstein, 2009; Höchstädter & Scheck, 2015; Logue, 

2019).  This definition assumes the market is an ‘a priori, self-generating reality’ (Ellis et al. 

2010, p. 228) which operates on neoclassical economic principles of supply-demand and 

price-value equilibrium (Mollinger-Sahba et al. 2020a), wherein value needs to be measured 

in order to be exchanged (Nicholls, 2017).   

Here, we take a fresh approach to exploring the tensions between utilitarian, normative and 

complexity perspectives of social innovation in the impact investment market by framing 

our empirical exploration of the Australian impact investment market with performative 

market shaping.   Performative market shaping is a theoretical angle which acknowledges 

the complex, nonlinear and socially embedded nature of markets (Araujo & Kjellberg 2010; 

Storbacka and Nenonen 2011; Geiger et al. 2012; Nenonen & Storbacka 2018), and offers a 

lens through which to focus on the central, yet uninterrogated, role that the ethics 

underlying the different schools of social innovation thought play in impact investment 

market emergence.  We achieve this focus through asking the question, how do tensions 

between the different ethical foundations of social innovation schools of thought shape the 

growth of the Australian impact investment market? 

Our findings reveal that the utilitarian social innovation ethic provides a distorted lens 

through which to view an impact investment market that had outgrown narrow, linear 

conceptions of social change.  This distortion has led to the emergence of the two ironies, 

and a perception - amongst market actors who embrace utilitarian rhetoric - that the 

market has reached an impasse of tensions.  However, those actors who embrace a more 
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normative and complex perception of social innovation see past the impasse, are not bound 

by the ironic contradictions of utilitarian rhetoric, and are actively shaping the impact 

investment market on a large scale. 

In what follows, we first explain our theoretical framing of social innovation and 

performative market shaping.  We then describe our qualitative, constructionist 

methodology and our methods for analysing actor sensemaking through discourse.  

Following this, we set out our findings relating to the rhetoric of ‘industrialisation’, and 

discuss how the ethical tensions revealed by that rhetoric have resulted in the infusion of 

two ironies into the emergence of the Australian impact investment market: the irony of 

constrained growth, and the irony of re-colonisation.  Finally, we utilise a performative 

market shaping lens to discuss what these findings mean for the growth and identity of the 

impact investment market, and for future research directions.  

6.3 Literature Review 

In this literature review, we explicate the tensions between the ethical foundations of the 

different schools of social innovation thought, and then offer performative market shaping 

as a framing ideally placed to study the manifestation of these tensions in the non-linear, 

socially embedded dynamics of an impact investment market.  We articulate our research 

question within the framing of performative market shaping.   

6.3.1 Social innovation 

According to Callon (1998, 2009), to study the exchange relationship dynamic of markets is 

to analyse “how moral categories are formed, contested and transformed” (Knippenberg & 

de Jong 2010, p.20).  The formation, contestation and transformation of moral categories in 

the impact investment market has occurred in concert with a resurgent interest in the term 

social innovation  (Mollinger-Sahba et al. 2020a).   Ayob et al. (2016) analyse the evolution 

of this contested concept and conclude that usage of the term ‘social innovation’ falls into 

two primary schools of thought, which they refer to as ‘utilitarian’, and ‘normative’.  Behind 

these schools of thought are implicit ethical assumptions about what makes innovation and 

change morally good, and therefore ‘social’ in nature.  Adding to this, we highlight an 

emerging third category of social innovation thought: the complexity school.   
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Utilitarian social innovation 

The utilitarian school of thought draws from the same ethical stance that underpins 

neoclassical economic thinking, a stance articulated by philosophers including David Hume 

(1711-1776), Jeremy Bentham (1748-1832) and John Stuart Mill (1806-1873): the idea that 

the moral worth of actions can be found in their consequences (Beauchamp & Bowie, 2004).  

Following this line of thought, utilitarian social innovation theorist assert that social 

innovation is identifiable by the consequences or societal impact of the innovation more 

than by the processes of the innovation (Phills et al. 2008), and that social innovation results 

in measured or potential social value, quality and/or quantity of life (Pol & Ville, 2009).   

This conceptualisation of social innovation has dominated and defined the impact 

investment market as one in which measured social value is integrated with financial value 

(Höchstädter & Scheck, 2015).  Prominent impact investment market actors, such as the 

Global Impact Investing Network, vociferously push for market expansion and scale through 

standardising units of social value measurement (Logue, 2019) – that is, they push for 

optimal production of (social) value through efficiency (Bolton & Savell, 2010; Nicholls, 

2017; Rajan et al. 2019). 

Normative social innovation 

Despite its popularity with impact investment practitioners, a popularity grounded in its 

standing as the economist’s ethical creed, utilitarianism is a relatively weak school of 

thought within the academic literature relating to social innovation.  Ayob et al. (2016) point 

out a much stronger normative tradition of social innovation thought, whose adherents 

prize human equality above measurable impact, and see social innovation in the shifting 

dynamics of power and privilege among different groups in society (eg., Moulaert et al. 

2013).  With its origins in sociological studies dating back to the 1800s, this school posits 

that social innovation is identifiable more by the processes of the innovation than the 

consequences.  That is, it is identifiable by the nature of ongoing flows of interactions and 

events rather than by a discrete set of measurable outcomes or measurable social value.  

For example, Blacklock and Antadze (2018) explain how the legalisation of birth control in 

North America transformed society through the empowerment of women.  Their study 
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maintains a careful focus on the fragile and ongoing dynamics of such hard-won freedoms 

and rights, and in doing so, encapsulates the sociological concern for understanding social 

innovation as a continuous flow of systemic, relational processes, rather than simply a 

snapshot of life outcomes at a single point in time.   

Complexity science  

A normative view, with its focus on flows of power relations, is not the only way to 

approach the study of social innovation as a systemic phenomenon.  An emerging school of 

social innovation thought recognises that power is only one of many dynamics at work in 

human systems, and looks to complexity science and the study of complex adaptive systems 

to understand why and how social innovation can be used to address contemporary social 

and environmental problems (Zivkovic & Woods, 2019; Westley et al. 2018; Helbing et al, 

2015).    

Complexity science originates from theories of change and evolution in the natural sciences, 

including biology, chemistry and physics (Mitleton-Kelly, 2003).  The dynamic adaptation 

and survival depicted in complexity science derives from applying chaos theory (Gleick, 

1987) to the study of natural systems, through mathematical modelling and computer 

simulation (Holbrook, 2003).  Complexity theories challenge a Darwinian notion of change 

based on random mutation followed by natural selection, and posit that there is an inherent 

order in evolutionary change that is not purely random (Kauffman, 1993; McKelvey, 1999). 

To understand complexity, it is helpful to understand that there are fundamental 

differences between a complex system and a complicated system (Gleick, 1987).  A 

complicated system may have multiple parts and levels, but interaction among those parts 

and levels are linear and predictable (Sanger and Giddings, 2012).  Many mechanical 

systems such as cars or aeroplanes are extremely complicated systems, but they are not 

complex.  In contrast, although the schema governing the behaviour of the parts in a 

complex adaptive system may be simple, those schema interact in non-linear feedback 

loops and are continually exchanging matter and energy (such as information) with both 

endogenous and exogenous sources (Holbrook, 2003), and therefore result in unpredictable 

changes (Sanger and Giddings, 2012).  Complexity is characterised by this unpredictable 

change (Stacey, 1996). 
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Conflicting views on the nature and epistemological implications of the difference between 

human and non-human complex adaptive systems have given rise to multiple approaches to 

complexity science in organisational studies.  Richardson and Cilliers (2001) categorised 

these paradigms into three schools of complexity science: reductionist, soft and complexity 

thinking.  This research is framed with performative market shaping, a theory positioned 

within Richardson and Cilliers' (2001) ‘complexity thinking’ paradigm.  The emphasis in 

complexity thinking is on the epistemological shift inherent in acknowledging the 

pervasiveness of complex adaptive systems in the order of human life (Richardson and 

Cilliers, 2001).  This view “considers the limits of our knowledge in the light of complexity, 

limits that are often trivialised by contemporary scientific thinking … the limited and 

provisional nature of all understanding has to be recognised” (Richardson and Cilliers 2001, 

pp. 7–8).  Accordingly, the focus for complexity thinkers is on how to adapt to change 

(rather than predict the future), and how to influence (rather than control) human systems.   

Recent literature increasingly points to the need to move away from a simplified, linear 

approach to the study of impact investing, and to take complexity into account (Cooper et 

al. 2016; Edmiston and Nicholls, 2018; Tse and Warner, 2018; Harvie and Ogman, 2019).  

While the question of how to frame and approach the idea of complexity remains a large 

gap in the impact investing literature, social innovation theorists using a complex adaptive 

systems perspective do touch on themes relating to impact investing. For example, Lowe 

and Wilson (2017) point out that the unpredictability and non-linearity of complex public 

policy problems bring into question the worth of outcomes-based performance reporting, 

which often fails to capture the complexity of achieving social change outcomes, and as a 

result generates both a distorted view of causality and negative impacts on performance 

(Verbeeten & Speklé, 2015).  Others note the idea of a general linear reality, such as is 

embraced by utilitarian thinking and the ontological traditions surrounding it, suppresses 

rather than promotes social innovation (Zivkovic 2018; Zivkovic and Woods 2019). 

Impact investment, social innovation and collaboration 

In the dominant, utilitarian definition of the impact investment market as an exchange 

market of measured social value (Höchstädter & Scheck, 2015; Logue, 2019), there is little 

place for either a complexity science perspective, or for the normative, politically charged 
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view of social innovation (Mollinger-Sahba et al 2020b).   Beyond impact investing and into 

the wider field of social finance, the consolidation of ratings agencies tasked with informing 

socially and environmentally responsible investment has led to a regressive 

oversimplification of the complex, contextual and power-dependent dynamics of what was 

once a more broadly defined field (Avetisyan & Hockerts, 2017).   One of the few challenges 

to the dominant utilitarian discourse within social finance and impact investment is Buttle's 

(2007) study of the “geographies of ethical banking and how they facilitate care at a 

distance” (p. 1077).  Buttle offers an ethical view of finance that moves away from 

universalist, rationalist (utilitarian) views and to a place-based favouritism that allows for 

the construction of what is ‘ethical’ in a given market.   

In impact investing practitioner literature however, and despite the transdisciplinary nature 

of impact assessment practices (Ormiston, 2017), complex perspectives of market dynamics 

are rare, and little is done to mitigate the imbalance in power between distant investors and 

communities invested in.  The grey literature constantly looks past this power imbalance 

and the dangers of unpredictability and non-linearity, and seeks to assess impact through 

demonstrating small-scale, reductionist evidence of social change, such as that generated in 

clinical trials linked to social impact bonds (Dear et al., 2016) or the size of investor funds 

available for scaling and standardising such ‘evidenced’ social change programs (Dembek et 

al. 2016; Mudaliar et al. 2016).  In this way, the market has become imbued with paradoxes 

and tensions (Maier 2018).  Specifically, we focus on the tension between the ethical bias of 

utilitarian thought, with its reductionist approach to both evidence and value; the ethical 

favouring of equality and social justice imbuing the normative social innovation perspective; 

and the complex reality of achieving social change outcomes in a non-linear and 

unpredictable market environment.  

Studies of cross-sector partnerships have attempted to reconcile or explain such conflicts 

and tensions in alliances similar to those found on the impact investment market.  However, 

much of this literature fails to question the premise or fundamental interplay of individual, 

social and institutional dynamics of cross-sector partnerships.  As a result, findings can 

appear somewhat simplistic in light of the complexity of the social impact investment 

market.  For example, Seitanidi et al. (2010) emphasise the need for planning at the 

beginning of a partnership, while Stadtler (2016) struggles with the utilitarian question of 
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how to measure social innovation in partnerships, without questioning the grounds for 

measurement.  Vurro et al. (2009) focus on the diverse institutional logics in cross sector 

partnerships, but fail to take into account the role of individual or societal concerns; 

whereas Selsky and Parker (2010) focus on individual sensemaking, but not on wider 

institutional plasticity.    

There do exist more sophisticated approaches, such as van Tulder et al.'s (2016) nuanced 

approach to the complex dynamics at play in the interface between impact (social value) 

assessment and cross sector partnerships.  Most notable though is Ostrom (2010)’s concept 

of polycentric governance of complex systems.  Ostrom deconstructs the sharp demarcation 

between private, civil and government outcomes postulated and popularised by Samuelson 

(1954), in favour of a polycentric framework of institutional outcomes that recognises the 

diverse collaborations of public, private and civil interests that go into effectively managing 

common goods.  Ostrom’s theory of polycentric governance helps to explain phenomena 

such as social impact investment that “do not fit into a dichotomous world of the ‘the 

market’ and ‘the state’”, recognising that the humans whose interactions drive the 

emergence and maintenance of such institutions and outcomes have “complex motivational 

structures” (Ostrom, 2010, p. 641). 

6.3.2 Performative market shaping 

To effectively conceptualise the market as a whole, and to study the dynamic tensions 

between normative, utilitarian and complexity perspectives of social innovation within that 

whole, we turn to emerging theories of performative market shaping (Araujo & Kjellberg, 

2010; Geiger et al., 2012; Nenonen & Storbacka, 2018).   A performative market shaping 

framework integrates several synergistic perspectives of markets: complex adaptive 

systems; relational networks of learning, as grown from studies of actor-network theory, 

with its emphasis on socio-material interactions; sensemaking; and embeddedness.   

A complex adaptive systems perspective acknowledges the socially constructed nature of 

markets and the limits to understanding markets through simplistic linear reduction of the 

interactions within them (Allen, 2001).  Markets emerge from interaction between 

interdependent agents, who learn as a result of non-linear information exchanges with each 

other and subsequently co-evolve into new types of order through that learning (Kauffman, 
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1993; McKelvey, 2003; Nenonen & Storbacka, 2018).  The long term future of markets, 

including the nature of the agents within them (e.g. brand identity and brand meaning for 

buyers and sellers (Brodie et al. 2017)), are unpredictable due to the non-linear nature of 

information exchanges, and also due to the market’s vulnerability to outside event (Nicolis 

& Prigogine, 1989).  The study of markets is, therefore, the study of processes of emergence 

rather than prediction of outcomes (Nenonen & Storbacka, 2018). 

Secondly, a performative market shaping perspective integrates the study of markets as 

networked learning through relational interactions (Araujo, 1998; Mattsson, 1997); and a 

socio-technical perspective of those networks, which incorporates technology and other 

non-human artefacts into an understanding of the networked learning which leads to 

market emergence (Callon, 1998; Latour, 2005).  In particular, actor-network theory (Latour, 

2005) posits that non-human artefacts, forms and instruments which exert influence on 

network dynamics act as an agent within a given networked system.  These artefacts 

perform specific concerns of human actors.  When other actors attempt to make sense of 

those performances, their sensemaking (Weick 1979; Weick 1995) affects the flow of 

learning and subsequent performances which lead to change (Callon 1998, 2009).  The idea 

of performativity allows for a broad conception of what constitutes an agent within a given 

market.   For example, Cochoy (2008) described how shopping carts act as an agent by 

profoundly contributing to shaping exchanges in supermarkets. 

Lastly, performative market shaping draws from the concept of moderate embeddedness 

(Granovetter 1985), a theory from economic sociology about the extent to which markets 

and subjective societal concerns and interactions influence each other.   Moderate 

embeddedness allows for examination of the socially networked nature of economic 

behavior and institutions, without assuming that all social interactions lead to or are 

concerned with economic outcomes and that markets are entirely constructed of subjective, 

interactive processes of sensemaking (an ‘oversocialised’ stance) or that markets are 

entirely disembodied from social interactions and are instead the sum of the atomized 

actions of rational, self-interested individuals (an ‘undersocialised’ stance)  (Granovetter 

1985, p. 483; Granovetter 2005).  Nenonen et al. (2017) elaborates on Granovetter’s notion 

of moderate embeddedness by proposing that markets are characterised by plasticity, a 

metaphorical ability to take and retain different forms.  Plasticity allows economic markets 
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to simultaneously exhibit stable economic practices and institutions while transforming 

fluidly into new forms that are responsive to changing social relations and concerns. 

6.4 Methods 

6.4.1 Research Design 

To address our research question, we use one aspect of data collected in the course of a 

qualitative, constructionist case study (Yin, 2009).  This single case study of the Australian 

impact investment market featured an embedded design in which the units of analysis were 

(a) seven social impact bonds procured by Australian State governments and (b) events in 

time.  In the course of analyzing the case study data, it became apparent that a particular 

rhetorical device – use of the word ‘industrialise’ - was used by participants to make sense 

of events in time.   The selection of that rhetorical device for further analysis was purposive 

(Eisenhardt, 1989), in that it was chosen for its ability to illuminate the focus of the research 

question, how do tensions between the different ethical foundations of social innovation 

schools of thought shape the growth of the Australian impact investment market?.   

6.4.2 Sample and data collection 

Data was collected via 41 semi-structured interviews conducted in 2017 with purposely 

selected leaders involved in the cases, many of whom were involved in multiple SIBs as well 

as other impact investment market activities.  Second order data in the form of publicly 

available documents such as web pages of organisations involved, industry newsletters and 

media articles was used for triangulation.  In this study, we focus primarily on data collected 

during interviews with 3 particular participants.  This data was chosen for its ability to 

illuminate the meaning of a rhetorical device (the word ‘industrialise’) which, shortly after 

the commencement of data collection, the researchers noticed was used on social media by 

several SIB leaders.  While the meaning of the word was unclear at the time, it seemed an 

allusion to scale and growth of both SIBs and the impact investment market, and therefore 

relevant to our research question.  Accordingly, the interview protocol was amended to 

include a question related to the meaning and use of the word ‘industrialisation’ in this 

context.  Participant responses to this line of questioning form the basis of the data 

displayed at Table 6.1.  
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6.4.3 Analysis 

A performative market shaping approach compels an emphasis on market actor 

sensemaking (Callon, 1998, 2009; Weick, 1979, 1995).  Participant sensemaking is analysed 

through an organisational discourse approach (Fairhurst & Uhl-Bien, 2012), with a focus on 

rhetoric.  Rhetoric is the use of symbolism to persuade others to change their attitudes, 

beliefs, values or actions (Cheney et al. 2004).  The modern theoretical focus of rhetoric 

scholars has been on the role of rhetoric in shaping social and institutional power (Foucault, 

1980; Habermas, 1979).  In this respect, rhetoric is highly relevant to a constructionist study 

of the effect of ethical paradigms on market emergence.   

We use alternate template strategy (Langley 1999; Allison 1971) as a tool for integrating the 

discourse analysis with participant sensemaking in relation to events in time.  This strategy 

is utilised to narrate and compare competing explanations and descriptions of the rhetoric 

of ‘industrialisation’, and the emergence of events both symbolised and explicitly referred 

to as part of participant discussion relating to that rhetoric.   

Alternate template strategy is one of seven sensemaking strategies for process data set out 

by Langley (1999).  In this method, the researcher proposes several alternative 

interpretations of the same events.  Alternate template strategy is ideal for a single rich case 

study, as it devolves on the collection and analysis of fine-grained, in depth data relating to 

a single case of events.  Alternate template strategy provides a tool to identify mechanisms 

underlying processes (in this case, the mechanism of rhetoric), and to narrate these in an 

engaging and valuable manner for readers (Langley 1999).  The value of employing such a 

comparative tool is in its ability to present conflicting patterns of events and mindsets 

revealed by the discourse analysis, and in doing so, reach a more holistic understanding of 

how emergence is occurring within the case than can be reached by choosing a single 

‘correct’ version of events.   

The aim of alternate template strategy is not to use the poetic licence of narrative to 

privilege the voice of every participant in the study with the voice of an authoritative 

interpretation of events (Gabriel 2004).  The analyst’s role as narrator goes beyond the role 

of a traditional storyteller, and the researcher must use discourse and narratives for 

“accessing deeper truths than the truths of undigested personal experience” (Gabriel 2004, 
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p. 13).  Rather, the aim of utilising this method is to provide a contextual and holistic 

explanation for how participants view phenomena and events, rather than reducing that 

explanation to a linear version of events or prescriptive set of mechanisms.  This holistic 

approach to causal explanations resonates with the nature of a complex adaptive system, 

which cannot be reduced to its different parts, but needs be analysed as a whole.  One of 

the ways this can be achieved is by incorporating the diversity of human agent schema 

which affect both the perception and the construction of that whole.  Alternate template 

strategy provides a method toward this incorporation. 

6.4.4 Trustworthiness of findings 

Multiple techniques were used to increase the trustworthiness of the findings, in 

accordance with Lincoln and Guba’s (1985) and Guba and Lincoln’s (1994) quality criteria of 

credibility, dependability, confirmability, transferability and authenticity.  The theoretical 

perspectives and closeness to industry ranged widely amongst the four researchers, 

allowing for researcher triangulation and increasing credibility, dependability and 

confirmability. The transcripts were sent to participants for approval and the approved 

transcripts, together with second order data, were used to construct the final event 

trajectory, ensuring the findings’ authenticity.  Additional authenticity was achieved by 

feeding back initial findings to participants (Beverland & Lindgreen 2010) in the form of a 

draft blog article titled “A Tale of Two Contracts: the Evolution of SIBs into PPPs”.  Analysis 

of responses to this article was used to engage in abductive theorising with participants 

rather than simply about participants (Nenonen et al. 2017).   

While triangulation of data sources allows for the construction of more credible findings, it 

is recognised that there can never be single story of how things happened given that 

individual interpretation is always required in a retelling and making sense of discourse and 

events (Gabriel 2004).  A focus on sensemaking (Weick 1995; Weick 1979) within leader 

narratives allowed for explanation of competing interpretations rather than reduction to a 

single version of events, and for understanding how these interpretations both shaped and 

were shaped by the impact investment market. In analyzing these competing 

interpretations, an abductive analytical approach allowed us to “confront theory with 

empirical data in an evolving fashion” (Dubois & Araujo 2007), capturing the relevant 

features of each case through an iterative return from our data to the literature, and adding 
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dependability, confirmability and authenticity to the findings.  Transferability is provided 

through the rich and thick description of events contained throughout the findings, which 

allows for “someone interested in making a transfer to reach a conclusion about whether 

transfer can be contemplated as a possibility” (Lincoln and Guba 1985, p. 316). 

6.5 Findings 

6.5.1 The rhetoric of industrialisation and the establishment of the Fund 

One of our participants had been active in promoting the idea of ‘industrialising’ SIBs 

(Charles), while several others had been party to the events and discussions during which 

the word was used, including Violet and Penny.  We analyse the multiple interpretations of 

the rhetoric of industrialisation through the conversations of these three particular 

participants: Charles, Violet and Penny.  The conversations – conducted separately with 

Charles, and on a different day to the conversation with Violet and Penny – are set out at 

Table 6.1.    
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Table 6.1: Industrialisation: use of the rhetoric of industrialisation by three participants (Charles, Violet and Penny) 
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6.5.2 Charles 

Charles’ explanation of his public use of the word “industrialisation” as a descriptor for scale 

in the impact investment market reveals the utilitarian, neoclassical economic thinking 

behind that word, and behind the public face of many discussions of ‘scale’ in the impact 

investment market.   Industrialisation, he explains, refers to the need for innovations such 

as SIBs to realise the potential for turning into something which is the opposite to 

“bespoke”, individualised, contextual and small: instead, they need to evolve into something 

standardised, which can be easily replicated and turned out onto the market in the form of 

deals worth a minimum of “a hundred million dollars”.    

With standardisation comes scale; with scale comes greater consequence; and in the 

utilitarian tradition, greater consequence holds not just financial worth, but also moral 

worth.   At first, Charles seems to indicate that there is moral worth in bespoke investments 

transacted without the involvement of large financial institutions (“if it stays very small and 

bespoke, well, that’s ok.  But for large organisations like ourselves, maybe it’s not something 

where we can play a huge role”).  Yet, he simultaneously problematises the ethics of the 

continued existence of small impact investments.  Charles does this by first emphasising the 

size of the social need for reunifying children at risk of out-of-home care (“a huge problem … 

This is a massive problem.  There is a need there”).  Large, standardised transactions are 

then proposed as the only viable solution to meeting that need.  Such transactions are a 

solution agreed upon by the majority of the different sectors - networks of people - involved 

in social impact bonds: “you’ve got the government willing to pay, you’ve got investors are 

willing to get involved in it.  You’ve got society needs it.”  With government, investors and 

society willing to transact industrialised versions of SIBs, the question of what exactly is 

preventing alleviation of society’s need comes to the fore.  In Charles’ view, it is the not-for-

profit and government social services who run the reunification programs who are to blame: 

“who on earth can run a hundred million dollar program?  That in my mind is the real 

problem.”   

The inability of services to run industrialised programs of parent-child reunification is hinted 

at being not just a circumstantial incapacity, but an unwillingness to engage in the process 

of industrialisation; an unwillingness to engage in standardisation and scale.  Government 

and investors are “willing”; the question of whether social services are similarly willing is left 
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hanging.  Unable or unwilling (or both) to engage in industrialisation of their programs, 

social service providers pose a moral threat not just to the networks of people engaged in 

transacting impact investments, but to society as a whole.  Society’s need is for 

standardised, scaled versions of social service programs funded by the institutional investors 

and government partners willing to solve the “massive problem” of out-of-home care.  

Social service providers are, alone, standing in the way of the viable, agreed-upon solution 

to that need: industrialised social impact bonds.   

Through these inferences, the word industrialisation becomes symbolic of both moral worth 

and moral blame.  Those willing to engage in large, standardised impact investment 

transactions are cast as the ethically superior partners in the network of sectors and 

organisations involved in social impact bonds.  Bespoke transactions and small social service 

programs are preventing masses of children from growing up in safe, caring homes with 

their families of origin – and are therefore morally culpable for this “massive problem”. 

Industrialisation is thus revealed as a catch-cry for the utilitarian view of social innovation: 

the greater the consequences, the greater the moral worth – the greater the social nature 

of an innovation.  The smaller the consequences, the more ‘bespoke’ a transaction or 

program is, the less worthy it is of moral acclaim or of the designation socially innovative.   

6.5.3 Penny and Violet 

For Penny and Violet however, the idea of large scale, ‘industrialised’ and standardised 

impact investments did not invoke ideas of social innovation or moral worth.  Instead, 

‘industrialisation’ was evocative of institutions that dehumanised vulnerable women in the 

era of colonial Australia, and sparked the establishment of the foster care system.  They 

reveal this perception in the sense of irony through which they view the date on which they 

first heard the term ‘industrialise’ used to describe scale in the impact investment market.  

For them, that day was already marked by the announcement that “the female factory in 

Parramatta got national heritage listing”. 

From 1821, the Paramatta Female Factory precinct in the Australian colony of New South 

Wales  housed a factory and living quarters for convict women waiting for assignment, their 

children, re-offenders, emancipated women, or others requiring maternity and medical 

care, destitute invalid emigrant women, staff and administrators.   Branded as ‘problem’ 
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women and ‘beyond redemption’, the crimes for which convicts were transported to 

Australia from the UK were largely theft among the English and Scots, and riot and sedition 

among the Irish, with 65.3% having no prior convictions (Parragirls, 2019).   

Here we can see that the immorality of an ‘industrialised’ approach to out-of-home care is 

referred to by referencing the historical legacy of the Female Factory district, where children 

were separated from mothers incarcerated for first-time petty theft or even “religious 

violations such as adultery, immorality, breaking the Sabbath and denial of the existence of 

God” (Parragirls, 2019).  When the State determined to relieve the onerous cost of housing 

children on site at the Female Factory district, they were farmed out to settler families for a 

sum of money which represented a cost saving.  These events marked the beginning of the 

Australian foster care system.   

The dominant (male, colonial, puritanically Christian) discourse which defined women as a 

‘problem’ worthy of incarceration and child separation is ethically troubling by today’s 

moral standards. Rarely in a modern democracy would we see, for example, incarceration 

for first-time petty theft or “denial of the existence of God”.  This points out not simply the 

evolutionary nature of ethics, but also the role that power and privilege plays in defining 

what is ethical, and therefore defining the standards on which child removal is based – the 

role that power and privilege plays in creating the need for, and generating the problem of, 

out-of-home care.  Yet, in the modern rhetoric of industrialising solutions to out-of-home 

care, there is no room to critique the voices which craft primarily middle-class, colonial-

residued ethics into government risk assessment processes which today still play a 

determining role in whether it is in a child’s best interests to remove them from their family 

of origin.   

From Penny and Violet’s perspective, to ‘industrialise’ is to rationalise away the individual 

circumstances which lead to, and enable movement out of, the system of out-of-home care.  

It is to perpetuate, and not to resolve, the vulnerability and power imbalance which led to 

children’s removal from their mothers in colonial times.  The majority of the convict women 

incarcerated in the Parramatta Female Factory committed crimes as a result of experiencing 

poverty and inequality in the UK; placing their children in institutional care from infancy 

simply perpetuated this poverty, inequality and lack of access to social and physical 

resources.  These dynamics were then compounded by physically removing the children 
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from the district where mothers were incarcerated, resulting in many cases in a lifelong loss 

of contact between mothers and children. 

6.5.4 An impasse of tensions shapes perceptions of growth 

Whereas Charles sees moral good in a cost-efficient allocation of large-scale solutions, 

Penny and Violet see immorality in defining scale as industrial cost savings accrued to the 

people (commercial investors) and institutions (state government) whose power and 

privilege allow them to determine what a ‘problem’ family, woman or child is in the first 

place; whose access to resources and influence place them above being branded as similarly 

problematic; and who, in wielding their power, created the very problems that they propose 

to solve.   Here, we find a rich picture of how the tensions between utilitarian (Charles), 

normative and complexity (Penny and Violet) perspectives are shaping the Australian impact 

investment market – specifically, shaping a perception that the market suffers from a lack of 

growth.   

From a utilitarian perspective, the only way to expand the market is through 

standardisation, and there is an impasse preventing standardisation: small-scale, bespoke 

service delivery operations are incapable of fitting into large, standardised investments.  

From a normative perspective, any such investments must be led not by the wants and 

worldviews of those in power, but by the stories and voices of the individual humans served 

under those investments: any impasse is therefore the fault of standardisation-insistent 

investors, not social service providers. Further, from a complexity perspective we see how 

the Australian impact investment market has emerged from a historical flow of 

unpredictable events, and from the path dependent dominance of utilitarian thinking.  The 

complexity concept of path dependence – the limitation of extant circumstances by past 

decisions and events – brings the impact investment market into view as a 200-year-old 

regurgitation of a ‘cost-savings’ approach to complex social problems.   

6.5.5 Breaking away from the path: cross-sector opposition to utilitarian ethics 

In Charles, Violet and Penny’s discourse we find a strong path dependence on utilitarian 

thinking as the paradigm for problem-solving the issue of out-of-home care in Australia.  

Conversely, we also find clear indication of growing cross-sector wariness of the utilitarian 

rhetoric surrounding the Australian impact investment market.  For example, one 
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participant claimed that a $1.1 billion social and affordable housing investment by one state 

government (the “Fund”) was an impact investment, but that those who embraced the 

‘rhetoric’ of impact investing refused to acknowledge the Fund as such:  

“So [the Fund] is trying to bring a consortium of organisations 

together around providing social housing for the most vulnerable 

groups. That is social impact investment.  Everybody who’s involved 

in it knows it’s a social impact investment but people who are in that 

space would prefer that it didn’t [get advertised].  All of those people 

who have had nothing to do with it, the ones who’ve been promoting 

social impact investing with the rhetoric and so on, they have a 

particular approach.” – Elliot, private sector 

Further, participants from across all sectors sampled used the term “widgets” as a 

derogatory reference to the utilitarian assumption that standardisation could lead to social 

value in the same way that it leads to economic value.  One participant from the 

intermediary sector went so far as to declare the utilitarian push for randomised control 

trials as the basis of social value measurement in impact investments to be “the enemy of 

the good”.  Table 6.2 below sets out these examples of cross-sector opposition to utilitarian 

conceptions of social innovation in the Australian impact investment market.  These 

participants illuminate a market shaping movement toward more complex perceptions of 

what ‘impact investing’ means, and of how the practice of impact investment can conduce 

to social innovation in more than the utilitarian sense of the term. 

Table 6.2: Cross-sector opposition to utilitarian rhetoric in the impact investment market 

Name Sector Illustrative Data 

Alex Academia “We’re not selling widgets, we’re trying to change lives.” 

Jack Intermediary / private consulting “There’s widgets that they can provide that they’re funded for, for these people’s lives, but 

they’re clearly not making enough of a difference.” 

Sarah Banking and intermediary / private 

consulting – telling a story of a government 

leader who questioned randomised control 

trials in social impact investing 

“They’re used to randomised control trials. These kind of levels of perfection, it’s the enemy of 

the good.  [He said], what are we doing?” 

Harry Not for profit social service The view that I have is that if we sign a contract, and if that contract says that we spin on our 

heads and make widgets, that’s exactly what we do.  We’ve got other ways by which we can 

add value, through our culture and our own resources. 
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6.6 Discussion 

Our findings reveal that the utilitarian social innovation ethic provides a distorted lens 

through which to view an impact investment market that had outgrown narrow, linear 

conceptions of social change.  This distortion has led to the emergence of two ironies, and a 

perception among some that the market has reached an impasse of tensions.  However, 

those actors who embrace more complex perceptions of social innovation see past the 

impasse, are not bound by the ironic contradictions of utilitarian rhetoric, and are actively 

shaping the impact investment market on a large scale. 

In this section, we first discuss the two ironies.  We then explain the contribution that these 

findings make to conversations about growth and emergence in the impact investment 

market, and argue that growth in both financial returns and social innovation will only be 

achieved when models of social impact investing move away from demanding measurable 

social value, and become capable of encompassing more nuanced, complex and multi-

disciplinary definitions of social change.   We conclude with managerial implications and 

directions for future research. 

6.6.1 The two ironies 

In juxtaposing an analysis of Charles’ discourse against Violet and Penny’s, and triangulating 

this with participant sensemaking around the Fund and derisive references to ‘widgets’, we 

find that the tension between utilitarian rhetoric and the operation of more complex and 

normative perspectives of social innovation has resulted in the emergence of two ironies 

that shape the Australian impact investment market.  These are: (1) the irony of constrained 

growth; and (2) the irony of re-colonisation. 

The irony of constrained growth 

The irony of constrained growth is that the defining feature of impact investment 

(measured social value) is the primary driver of a perceived lack of growth in the impact 

investment market.   The impact investment literature is replete with echoes of Charles’ 

utilitarian sentiments regarding the need for ‘bespoke’ social service organisations to evolve 

into large suppliers of standardised units of social value, in order for the market to break 
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through an impasse of lack of supply-side deals  (Mudaliar et al. 2016; Dembek et al 2016; 

Saltuk et al. 2011).    

As a compounding irony, we found that despite the dominance of the utilitarian ethic in the 

literature, this ethic was not widely shared among our participant impact investment 

practitioners.  Many of those we interviewed were not bound by the literature’s defining 

need for measurable social value (Bugg-Levine & Goldstein, 2009; Höchstädter & Scheck, 

2015; Logue, 2019).   These participants recognised the complex, long-term dynamics of the 

kinds of entrenched social problems addressed by SIBs, and the nature of the support 

needed to address them.  The Fund, for example, offered generational housing and services 

for vulnerable Australians, provided through investment structures which were not tightly 

linked to predicted outcomes like SIBs but, instead, capable of adapting over time to the 

needs of people served under the investments. 

The irony of re-colonisation 

The irony here is that the very word ‘industrialise’ as a reference to scaled impact 

investments was, like the colonial attitudes which gave birth the Australian foster care 

system, an English transplant: originally articulated by Charles’ colleagues in the UK only 

weeks before Charles himself began publicly promoting the word in Australia.  This irony 

was not lost on Penny and Violet, with their scornful “social impact buddies” reference the 

international, influential and tightly-networked group of utilitarian-minded impact 

investment practitioners who work across borders through publications by organisations 

such as Social Finance (London, Boston and Tel Aviv) and the Global Impact Investing 

Network (GIIN) to evangelically promote the idea of utilitarian social innovation as the 

solution to both social and financial crises worldwide (Mollinger-Sahba et al. 2020a).  

Colonial England, thought dead and buried through the “heritage listing” of the Parramatta 

Female Factory, was now rearing its head in the form of impact investment rhetoric of 

industrialisation.    

This irony is compounded by the devastating and ongoing effect of colonisation on First 

Nations (Aboriginal) Australians, part of which is the disproportionately large representation 

of Aboriginal children in modern-day out-of-home care statistics.  Aboriginal Australians are 

descended from a people who have lived with the land and sea of Australia for tens of 
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thousands of years, and were flourishing in seasonal agricultural, hunting and gathering 

cycles ruled by natural rhythms, until colonisation in the 1700s dispossessed and 

disconnected them from intimate systems of social and land management obligations and 

norms which governed individual and community life.  This dispossession and disconnection 

sparked a catastrophic cycle of intergenerational trauma, abuse and neglect, including the 

compounding events of what is now known as the ‘Stolen Generations’ era of 1910-1970, 

when successive government policies forcibly removed Aboriginal children from their 

families in efforts to ‘assimilate’ children into white society (Maddison 2019).  Aboriginal 

Australian children are now seven times more likely than non-Aboriginal Australian children 

to be found at risk of harm and requiring removal from their families into out-of-home care 

(Australian Institute of Family Studies 2017). 

In light of such history, the rhetoric of industrialisation not only evokes the traumatic legacy 

of colonisation, but operates to perpetuate colonisation: to re-colonise Australia through 

uncritical adoption of the UK’s contemporary utilitarian approach to bridging social 

innovation with economic markets, and through ethical favoring of simplistic utilitarian 

measurement over deep understanding of contextual dynamics such as power, culture, 

history and geography - dynamics which interact to create and sustain complex social 

problems such as out-of-home care.     

6.6.2 The need to redefine the impact investment market 

These ironies point to the ethical limitations of the dominant definition of impact 

investment as ‘measured social value’ (Logue, 2019) combined with financial value.  Not 

only does this definition fail to take into account the complex dynamics of social change, but 

such a definition excludes that market from an ability to evolve into what Ostrom (2010) 

refers to as a polycentric system of governance.  Polycentricity recognises the thin reality of 

dichotomous public/private goods or social/market boundaries, and posits that institutional 

outcomes emerge from the diverse and interdependent interaction of ethics and interests 

across private, public and civic frameworks.   

Likewise, viewing the impact investment through the performative market shaping 

perspective (Araujo 2007; Araujo et al. 2008; Nenonen & Storbacka 2018) lead us to find 

that diverse ethical concerns are performed as part of the flow of interactions on the 
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Australian impact investment market – not simply the utilitarian concern for measured 

social value.  Restricting the definition of impact investment to the expression of concern for 

measured social value leads to an ignorance of influential concerns for social change and 

social innovation as a more complex, nuanced, relationally-embedded power dynamic.  

These latter ethical concerns, which lie within more sociological (Moulaert et al., 2013) and 

complexity perspectives of social innovation (Zivkovic, 2017, 2018) require investment 

mechanisms which take into account time and context in their efforts to achieve social 

change.  Rigid standardisation of social measurement inhibits consideration of time and 

context.  Constraining the definition of impact investment to standardised social value has 

consequently inhibited perceptions of the growth of that market.  Notably, these 

perceptions and the powerful rhetoric bolstering them has failed to constrain those actors 

who take a more diverse and complex approach to social change.  These actors have forged 

ahead with bridging social innovation and commercial markets using complexity-sensitive 

mechanisms such as the Fund.   

To overcome such ethical limitations, social impact investing will need to move past the 

impasse created by the ‘measured social value’ framing.  The push for measured social value 

constrains the growth of both financial scale and social change in the impact investment 

markets.  Powerful market actors who bolster the rhetoric of utilitarian measurement, 

including organisations such as Impact Investing Australia and the Global Impact Investment 

Network, will need to find a way toward a more complex conception of the impact 

investment market, if that market is to bridge social innovation with economic markets on a 

large scale. 

This will not necessarily be as simple as discarding the term ‘impact investment’ and 

merging it into broader understandings of socially responsible investment.  As Avetisyan and 

Hockerts (2017) pointed out, the consolidation of ratings agencies tasked with informing 

socially and environmentally responsible investment has led to a regressive 

oversimplification of the complex, contextual and power-dependent dynamics of even that 

broadly defined field.  The transdisciplinary lenses and practices required to assess the 

diverse concerns of social responsible market actors (Ormiston, 2017) seem to be making 

little headway against the rhetoric of utilitarian standardisation and scale.  
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Market shaping (Araujo 2007; Araujo et al. 2008; Nenonen & Storbacka 2018) offers a way 

past the impasse, and toward an understanding of how the concerns and actions of diverse 

impact investment actors interact to create outcomes.   A market shaping perspective takes 

impact investment beyond the dichotomous, moralised pitting of social service 

organisations against other impact investment market actors.  It allows for a consideration 

of socially embedded, diverse and complex dynamics of not only social change outcomes, 

but also financial outcomes.   

Financial outcomes are similarly affected by the non-linear and unpredictable dynamics of 

complex adaptive systems, vulnerable to sudden events and fast-moving flows of 

information in the modern age (Arena & Uhl-Bien, 2016; Uhl-Bien et al. 2007).  It is not just 

the impact investment market, but all economic markets that need to move beyond the 

simplistic utilitarian assumptions of neoclassical economic thinking (Araujo & Kjellberg, 

2010).  The conscious integration of social change goals may differentiate the impact 

investment market as a concerned market (Geiger et al. 2014), but this consciousness needs 

to be articulated as more than simply the desire for measured social value if the market is to 

stay relevant to the concerns which shape it, and move past the simplistic rhetoric of 

‘industrialisation’.  

6.7 Practice implications and future research directions 

Crucially, the need to move past measured social value requires not just discussions of how 

to define the impact investment market.  It also requires that practical approaches to impact 

investment embed a more complex and dynamic understanding of social change into 

models for assessing risk and return on investment.  The utilitarian ethic upon which the 

definition of impact investment market rests is out-of-step with a contemporary 

understanding of the contested space between markets and the social.  Likewise, utilitarian 

risk modelling of predicted social change outcomes are out-of-step with the diverse ethical 

concerns of market actors who rely on those models as the basis of investment and 

divestment decisions, and with the complex reality of how social change happens.  Nicolis 

Scordis points this out in his article The Morality of Risk Modelling, and offers risk modellers 

means to “improve their ability to deal with the ethical and technical complexity of the risk-

modeling process” (Scordis, 2011, p. 7).   
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We suggest that the ethical and technical complexity of social change will be more 

effectively accounted for in impact investments when SII practitioners connect risk 

modelling to multi-disciplinary programs of social research which approach social problems 

as embedded within complex adaptive systems, instead of reducing social problems to 

simple and linearly articulated parts of those systems, such as singular social interventions 

or programs.  An example of such a research program is Mollinger-Sahba et al. (2019).  

There is a vast field of opportunities for similarly constructed research to contend with 

complexity by connecting local, contextual knowledge to generalisable evidence relating to 

particular social problems and their solutions.  Importantly, such research, and the models 

connected to them, would need to be continually updated in order to capture the ever-

mutating nature of complex social problems (Patton, 2012; Harbing et al, 2015; Zivkovic, 

2018).   

6.8 Limitations 

This study was limited by its focus on social impact bonds, and the point in time at which 

those particular alliances emerged on the impact investment market.  Future research 

would benefit from a deeper historical analysis, and a wider focus on the variety of impact 

investment models operating on the market.  Such an expansion of focus could yield greater 

insight into the market shaping dynamics of different ethical concerns of impact investment 

market actors. 

6.9 Conclusion 

In this paper, we explored the question how do tensions between the different ethical 

foundations of social innovation schools of thought shape the growth of the Australian 

impact investment market?  We found that the dominance of a utilitarian ethic has shaped 

the Australian impact investment market toward an ironic impasse between a desire for 

growth, and concurrent constraint of that growth due to unrealistic expectations for 

utilitarian measurement and abstract scale.  Utilitarian dominance has also nurtured the 

irony of re-colonisation, a state of affairs which traumatically perpetuates complex social 

problems, rather than resolving them.  However, we also found that Australian impact 

investment market actors are wary of utilitarian rhetoric, and are shaping the market 

toward power-sensitive and complex understandings and practices of impact investment.   



 

142 

 

The performative market shaping framing for our research takes studies of the impact 

investment market past the impasse of a utilitarian emphasis on social value measurement, 

and opens up a new vista of possibilities for understanding both the market and models of 

impact investment in the context of market shaping dynamics.  Future market shaping 

research into impact investment will take market actors and researchers closer to 

understanding how the tensions between goals and actions of market actors interact to 

create emergent outcomes. 
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7. Discussion  

This final chapter draws together the findings from the three empirical articles (chapters 4 

to 6) and presents an integrative discussion and synthesis of the insights obtained, so as to 

examine the overall significance of the present research.  The chapter first summarises and 

discusses the key findings from each of the three papers and elucidates how the main 

arguments were developed and authenticated sequentially.  This section addresses the two 

central research questions, namely: 

1. How does the Australian social impact investment market emerge? (RQ1) 

2. How does social innovation thought influence the emergence of the Australian social 

impact investment market? (RQ2) 

The chapter then moves onto a discussion of theoretical implications of this research.  

Finally, it concludes with a discussion of overall practical, theoretical and managerial 

implications, as well as limitations and future research directions. 

7.1 Summary and Discussion of Key Findings 

7.1.1 The applicability of the concept of emergence (RQ1 and 2) 

The present project began with a literature review encompassing both the grey and 

academic literature relating to social impact investment.  It was revealed that neoclassical 

economic theories dominating the grey literature also frequently featured in the academic 

literature.  Whilst the academic literature calls for more complex, nuanced theoretical 

approaches than neoclassical economics, there was a wide gap in actually connecting more 

nuanced framings to studies of social impact investment. 

Filling this gap is an original contribution of Papers 1 to 3 (chapters 4 to 6), which argue for 

the connection of organisational complexity theories to the study of social impact 

investment, by way of a performative market shaping framing.  Paper 1 made this 

connection first by linking examples of neoclassical economic rhetoric in grey literature, to 

evidence in the academic literature that the worldwide social impact investment market has 

failed to achieve predicted scale, both socially and financially.  In proposing an explanation 

for these failures, the paper developed an original argument for the use of organisational 

complexity theories in both the study and practice of social impact investment.  It highlights 
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the performative market shaping tradition as a relevant and useful complexity framing for 

the impact investment market. 

Taking the lens of organisational complexity established by Paper 1, and expanding on the 

performative market shaping framing in detail, Papers 2 and 3 directly address the two 

research questions through use of the word “emergence”.  Emergence is a concept 

particular to the complexity worldview.  Framing the research with the concept of 

emergence positions the research questions within a view of social and economic change 

that takes into account temporality, events, history, process, diversity and unpredictability.  

Performative market shaping further strengthens that theoretical framing by locating it 

within a complexity perspective that recognises the fundamental differences and 

connections between actors from the human, the inanimate, and the natural worlds of 

complex adaptive systems. 

The arguments for this framing, as much as the findings, were therefore a unique overall 

contribution to the literature on social innovation and social impact investment.  Taken 

together, the findings of the three papers strongly support the argument for such a framing 

in both theory and practice.   

7.1.2 Emergence of the Australian social impact investment market (RQ1) 

Following the study of rhetoric in the grey literature, which shaped the framing and 

questions for this research, the collection of original and second order qualitative case study 

data commenced.  The aim was to examine how the Australian social impact investment 

market emerged (RQ1) and the role of social innovation thought in that emergence (RQ2).  

This aim was achieved through multiple analytic methods, and the findings contained in two 

separate papers (Paper 2 and Paper 3). 

Paper 2 (chapter 5) focused on a historical and processual analysis of events unfolding 

within the Australian social impact investment market.  Knowledge of events was collected 

through interview narrations by actors within that market, supplemented by second order 

data such as media releases, and organised using an Event-based Network Process Analysis.  

Findings emerged from an abductive analysis.  The subsequent original contribution to the 

concerned markets branch of the performative market shaping framing lay in finding that 

concerned markets (such as social impact investment) are only moderately embedded, and 
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are neither wholly influenced by a social construction of reality, nor independent of that 

social construction.    

7.1.3 Role of social innovation thought in the emergence of the Australian social impact 

investment market (RQ2) 

Paper 3 (chapter 6) delved more deeply into actor sensemaking of distant historical events, 

and analysed how this sense of history was used to interpret both modern events unfolding 

within the Australian social impact investment market, and the language used to describe 

those events.  Understanding actors’ multiple versions of history, and their diverse 

approaches to sensegiving and sensemaking surrounding the word “industrialisation”, led to 

an understanding of how different schools of social innovation thought had become 

entrenched across different groups of actors in that market.  Our analysis indicates that this 

entrenchment effected failure to scale the market, whilst simultaneously concealing 

successful efforts to reach population-level scaling of both social and financial innovations.     

Taking Paper 3 together with the findings of Paper 2, we identify that entrenchment of 

historical schools of thought is loosening, and actor sensemaking of social innovation within 

the social impact investment market is emerging toward a greater understanding of 

complexity.  This change is expressed both implicitly and explicitly through desire, and 

efforts, to integrate the complexity and unpredictability of social change into social impact 

investment instruments, rather than force conceptions of social change to fit awkwardly 

into linear concepts of financial accounting.  

7.2 Theoretical contributions 

The theoretical contributions discussed below address the gaps outlined in the literature 

review relating to impact investment, social innovation, and concerned markets.  These gaps 

are: 

 Firstly, the need to move away from a simplified, linear approach to the framing and 

study of impact investing, and to take complexity and unpredictability into account 

when considering the provision of finance for social innovation purposes.   

 Secondly, the concerned markets literature challenges the performative market 

shaping view that markets and society are only ‘moderately’ embedded within each 
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other, and are not wholly shaped or performed by the either.  Yet, the literature on 

concerned markets has not taken into account markets for products which are 

perceived as public goods, and therefore uncommercialisable.   

 Finally, there is a wide gap in the social innovation literature for a consideration of 

social innovation that attends both to a complexity thinking ontology, and to 

questions of desire, of paradox, and of ethics.   

In the sections below, we discuss the significant theoretical contributions made by this 

research to these gaps in the literature relating to social impact investment, social 

innovation, and concerned markets.  Taken together, the three papers included in this 

research extend theory in several synergistic ways. 

7.2.1 Theoretical contributions to framing social impact investment research 

The framing developed in Paper 1 offers a powerful explanation for the persistence of a 

linear worldview in both the study and practice of impact investment, and the inadequacy of 

that view for dealing with the complexity of bridging social and financial goals. It also makes 

a conceptual contribution by explaining how performative market shaping and complexity-

sensitive theories of social innovation meet the need to take complexity into account when 

theorising impact investment.  In doing so, Paper 1 forges a path which moves away from 

simplified, linear approaches to studying the impact investment market (Cooper, Graham & 

Himick, 2016; Edmiston & Nicholls, 2018; Tse & Warner, 2018; Harvie & Ogman, 2019).   

The pioneering conceptual link made in Paper 1 between impact investment, performative 

market shaping and the schools of social innovation thought is expanded upon in the 

subsequent two papers.  This link is demonstrated in Paper 2 and Paper 3 to be not simply 

an interesting thread connecting the papers, but a robust and useful theoretical framework 

for studies of impact investment. 

7.2.2 Theoretical contributions to concerned markets  

Secondly, Paper 1 and Paper 2 taken together expand concerned markets theory.  Paper 2 

demonstrates that the co-presence of schisming and reintegration indicates that concerned 

markets are neither wholly shaped by collective concerns, as is contended in the concerned 

markets literature (Geiger et al. 2014), nor are they wholly independent of them (Moulaert 
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et al. 2013).  That is, the findings support a stance of moderate embeddedness (Granovetter 

1985; Nenonen et al. 2014): concerned markets are no more embedded than any other 

market envisaged by the performative market shaping perspective (Storbacka & Nenonen 

2011; Geiger, Kjellberg & Spencer 2012).  The paper contributes to theory by readjusting the 

oversocialised perspective developed in the concerned markets literature.  The concept of 

schisming demonstrates that this perspective is a misrepresentation of the extent to which 

concerned markets are shaped by collective concerns, and of the extent to which concerned 

markets are able to shape social innovations which meet those concerns.     

This misrepresentation was questioned by earlier conceptions of concerned markets which 

articulated the tension existing in the marketisation of public goods such as health care 

(Mason & Araujo 2021; Krafve 2014) and education (Dix 2014).  Papers 2 and 3 contribute to 

an understanding of this tension by empirically establishing the co-presence of schisming 

and re-integration of concerns, and articulating the tension as a question of embeddedness 

(Granovetter 2005; Granovetter 1985).  The ebb and flow between normative concerns for 

equality and market concerns for profit and individual interest will remain an ever-present 

tension in concerned markets, giving rise to a constant risk of schisming – a risk which 

evidences the moderate extent to which markets and collective concerns are embedded 

within each other.   

7.2.3 Theoretical contributions to social innovation 

Similarly, Papers 1 and 2 contribute to social innovation theory through explaining that 

social innovation is a process that can neither be wholly disconnected from markets, as is 

argued by the normative school of thought (Westley & Antadze 2010; Moulaert et al. 2013), 

or best performed via markets, as often argued by utilitarian practitioners (e.g., Addis, 

McCutchan & Munro 2015; Addis, Bowden & Simpson 2014).  The findings demonstrate that 

both utilitarian and normative social innovation require a readjustment toward a more 

moderate perspective of embeddedness, rather than the over- and under-socialised 

perspective of markets that they respectively take. 

Additionally, the unique definitions of both social innovation and public good social 

innovation offered in Paper 2 attend to a wide gap in the social innovation literature. 

Existing definitions of social innovation fail to link the ethical concerns of either or both the 
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normative (sociological, power relations-focused) and utilitarian definitions, with the 

ontological position of the complexity perspective.  Our definitions address this by taking 

into account not only the ethical standpoints of normative and utilitarian schools of social 

innovation thought, but also integrating the socially constructed and emergent nature of 

innovation in general, social innovation, and public goods. 

7.2.4 Theoretical contributions to the ethics of decision making in social impact investment 

Finally, Paper 3 builds on the contributions of the preceding papers to offer unique 

theoretical insights into the definition of ‘impact investment’.  Paper 3 expounds on the 

ethical limitations of the dominant definition of impact investment as ‘measured social 

value’ (Logue, 2019) combined with financial value.  The research demonstrates that this 

definition of impact investment fails to take into account the complex dynamics of both 

social and market change.  Restricting the definition of impact investment to the expression 

of concern for measured social value leads to an ignorance of influential concerns for social 

change and social innovation as a more complex, nuanced, relationally-embedded power 

dynamic.  These latter ethical concerns, which lie within more sociological (Moulaert et al., 

2013) and complexity perspectives of social innovation (Zivkovic, 2017, 2018) require 

investment mechanisms which take into account time and context in their efforts to achieve 

social change.  Rigid standardisation of social measurement inhibits consideration of time 

and context.  Constraining the definition and practice of impact investment to standard 

measures of social value and well-being has consequently inhibited perceptions of the 

growth of that market.  Notably, these perceptions and the powerful rhetoric bolstering 

them has failed to constrain those actors who take a more diverse and complex approach to 

social change.   

The paper makes a significant contribution through suggesting how impact investing might 

overcome such ethical limitations.  It posits that social impact investing will need to move 

past the impasse created by the ‘measured social value’ framing.  The push for measured 

social value constrains the growth of both financial scale and social change in the impact 

investment markets.  If that market is to bridge social innovation with economic markets on 

a large scale, powerful market actors who bolster the rhetoric of utilitarian measurement 

will need to find a way toward a more complex conception of the impact investment 

market, as well as a more multi-disciplinary approach to the practice of impact assessment. 
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This will not necessarily be as simple as discarding the term ‘impact investment’ and 

merging it into broader understandings of socially responsible investment.  As Avetisyan & 

Hockerts (2017) pointed out, the consolidation of ratings agencies tasked with informing 

socially and environmentally responsible investment has led to a regressive 

oversimplification of the complex, contextual and power-dependent dynamics of even that 

broadly defined field.  The transdisciplinary lenses and practices required to assess the 

diverse concerns of social responsible market actors (Ormiston, 2017) seem to be making 

little headway against the rhetoric of utilitarian standardisation and scale.  We address this 

issue in our managerial implications of the research. 

7.3 Conclusions 

7.3.1 Contributions to bridging social innovation with economic markets 

Collectively, Papers 1 to 3 offer both a theoretical and practical understanding of how social 

innovation and economic markets are bridged.  They respond to the question, how does the 

Australian social impact investment market emerge? (RQ1) by finding that it emerges 

through an interplay of institutional norms, historical path dependencies, and social 

construction of reality.  That is, it emerges through a process of moderate embeddedness 

(Granovetter 2005; Granovetter 1985).   

This finding makes a unique contribution to concerned markets theory, by adjusting the 

over-socialised perspective of markets taken in that literature.  Whilst actor sensemaking in 

concerned markets is uniquely centred on concerns for public and political issues, 

concerned markets such as social impact investment are no more embedded than any other 

economic market. 

Drawing on a framing of social innovation as falling into the three schools of utilitarian, 

normative or complexity, the papers also attend to the question how does social innovation 

thought influence the emergence of the Australian social impact investment market? (RQ2).  

Overall, it was evident that the utilitarian school of social innovation thought, and the 

neoclassical economic theories on which that school is based, have significantly shaped the 

market through an approach to ‘measuring’ social change as a linear, predictable 

phenomenon.  Yet our analysis suggests that utilitarian thought no longer offers explanatory 

power for the ongoing emergence of the Australian social impact investment market.  
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Market actors are moving away from the extremes of both utilitarian and normative 

perspectives of social innovation, through endeavouring to make sense of the complex 

interplay of social and structural influences which together affect the outcomes of 

Australian social impact investments.   

Overall, the research supports the argument that the complexity view of social innovation is 

more suited to the moderately embedded nature of a concerned market.  Actors taking a 

complexity view are more likely to successfully bridge social innovation with market 

mechanisms.  Complexity theories offer both theoretical support and practical suggestions 

for the emergence of social impact investment structures which perceive both social change 

and economic markets to be malleable, but also dynamic and unpredictable, rather than 

linear and foreseeable. 

7.3.2 Managerial implications 

Managerial implications for impact investment practitioners 

The pinnacle of the managerial contributions developed in this series of papers is the 

implication that the ethical and technical complexity of social change will be more 

effectively accounted for in impact investments when practitioners connect risk modelling 

to multi-disciplinary programs of social research.  Such programs of research need to 

approach social problems as embedded within complex adaptive systems, instead of 

reducing social problems to simple and linearly articulated parts of those systems, such as 

singular social interventions or programs.  This idea charts a way forward for those 

practitioners struggling with the impasse of utilitarian demands for unrealistically linear 

‘measurement’ and prediction of social innovation.  It also assists those practitioners who 

see past the utilitarian worldview, but struggle to articulate how impact investment is 

differentiated in practice from other concerned markets.  Further, this implication offers a 

practical path for the development of new socio-technical networks of performed concerns 

(social innovation) in the impact investment market.  

An example of the kind of research program suggested is Mollinger-Sahba et al (2019)’s 

complexity-sensitive framework for understanding the system of homelessness.  There is a 

vast field of opportunities for similarly constructed research to contend with complexity by 

connecting local, contextual knowledge to generalisable evidence relating to particular 
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social problems and their solutions.  Importantly, such research, and the models connected 

to them, would need to be continually updated in order to capture the ever-mutating 

nature of complex social problems (Patton, 2012; Helbing et al., 2015; Zivkovic, 2018).   

Managerial implications for public and not-for-profit (third sector) leaders 

From a public and third sector perspective, the findings of this research provide strong 

support for the ongoing development of strategic alliances which seek to bridge social 

innovation with concerned markets.  The expansion of network diversity stimulated by such 

alliances is a catalyst for the conceptualisation and development of public good social 

innovations.  In other words, cross-sector collaboration leads to social innovation. 

However, the Australian experience with the opacity of government intentions during the 

schisming process of SIBs has made some commercial actors circumspect of allying 

themselves with public sector organisations to provide social finance and generate social 

innovation.  Future efforts toward strategic alliances for social innovation would benefit 

from greater clarity around expectations for commercial scaling of any social innovations 

arising from the alliances.  Commercial managers will then be enabled to make strategic 

decisions about the purpose and potential of their involvement in such alliances. 

Managerial implications for commercial managers 

Those whose primary concern is generating profit within markets should be wary of social 

innovations which may have, or may have the potential to take on, the nature of a public 

good.  Our research indicates such social innovations schism from markets and do not 

generate large-scale profits.  Investing considerable resources in strategic alliances that 

result in the schisming rather than commercial diffusion of innovations could leave 

organisations in a financially unsustainable position.  On the other hand, participating in 

market shaping processes of social innovation could leave organisations ideally positioned 

to take advantage of unforeseen opportunities that arise with the emergence of concerned 

markets around the world.   
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7.4 Limitations and recommendations for future research  

7.4.1 The limitations of time and context 

Our research framing points to the need for a contextual understanding of the concerns 

which shape strategic alliances seeking to bridge divergent business and social goals.   Such 

an understanding is generated by rich exploration of the performed concerns of diverse 

network actors over time.  This study was limited by its focus on social impact bonds and the 

point in time at which those particular alliances emerged on the market.   

We attempted to overcome the limitations of time through the embedded design of the 

research, in which the units of analysis were (a) seven social impact bonds procured by 

Australian State governments and (b) events in time.  We also addressed a consideration of 

time through a sensemaking approach to interpretation of multiple versions of events in 

time.  However, the inclusion of a greater temporal span of events – events not limited to 

the inception of social impact bonds as the furthest point backward in time included in the 

research – would have increased the trustworthiness, rigor and quality of the research. 

7.4.2 Recommendations for dealing with time and context 

Future research would benefit from studies which trace the performance of concerns for 

both normative and utilitarian social innovation to a deeper point in history than ours did.  

Such research would likely need to expand its framing beyond inspection of one particular 

socio-technical actor, such as SIBs. 

In relation to context, we identified that the embeddedness of concerned markets is highly 

contingent on whether social innovation is viewed from a normative perspective within a 

particular market network setting.  Given this, future studies would also benefit from a 

closer inspection of what is important from a normative perspective: the dynamics of 

changing power structures between market actors.  In particular, studies of how existing 

power structures are manifested in existing mechanisms for diffusing social innovation will 

affect what kinds of social innovations might be termed a public good.  This knowledge 

would be useful for commercial managers seeking to assess the potential benefits and risks 

of engaging in strategic alliances which seek to bridge social innovation with markets.   Such 

an inspection requires methods for ascertaining whether concerns for equality and 
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solidarity in social relations and power structures are met or violated, methods often found 

within traditions of critical analysis 

7.4.3 Recommendations for investment studies 

Crucially, the need to move past measured social value requires not just discussions of how 

to define the impact investment market.  It also requires that practical approaches to impact 

investment embed a more complex and dynamic understanding of social change into 

models for assessing risk and return on investment.  The utilitarian ethic upon which the 

definition of impact investment market rests is out-of-step with a contemporary 

understanding of the contested space between markets and the social.  Likewise, utilitarian 

risk modelling of predicted social change outcomes are out-of-step with the diverse ethical 

concerns of market actors who rely on those models as the basis of investment and 

divestment decisions, and with the complex reality of how social change happens.  There is 

a wide gap for risk modellers and risk scholars to improve methods for integrating the 

ethical and technical complexity of social change into the advice which underpins 

investment decisions.   

7.4.4 Recommendations for theoretical framing of strategic alliances for social innovation  

We point to the need for further scholarly deconstruction of the assumptions surrounding 

social impact investing and related concepts such as outcomes-based contracting, and the 

practical construction of a more nuanced and adaptive approach to bridging social 

innovation with economic markets. Continued exploration of the contextual, evolving 

phenomena of market shaping and social innovation offers wide scope for future research 

into such strategic alliances, and an intellectual challenge for those seeking to comprehend 

the rich diversity of concerns and performances which shape markets. 
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Appendix B – Article front page (Industrial Marketing Management) 
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Appendix C – Semi-structured interview protocol (Papers 2 and 3) 

1. Can you tell me about your role in relation to this social impact bond? 
2. What do you think is the purpose of a social impact bond? 

 Does this align with your personal purpose/values/vision? 

 In what way is it aligned? 

 How is it misaligned? 
3. How do you think this social impact bond happened? 

 What events led to it? 

 What ideas led to it? 

 What organisations led to it? 

 How did they lead to it? 

 What happened after that? 
4. How did you get involved in the social impact bond? 

 What happened after that? 

 What did that lead to? 

 How did that happen? 

 Who influenced that? 

 How did they influence that? 
5. What do you think influenced the decision to be part of a social impact bond? 

 On your part 

 On your organisation’s part 

 On the part of other parties 

 For investors: how was the decision to invest in this social impact bond made? 

 For service delivery: how was the decision made to pursue this as a form of funding? 

 For government: how was the decision made to pursue a SIB to fund this service?  
6. Can you describe the stages on the journey to where this social impact bond is now? 

 What were the characteristics of each stage? 

 Who was involved in each stage? 

 How did your understanding of SIBs change with each stage? 
7. What were the challenges in entering the social impact bond? 

 What influenced those challenges 

 Who was involved in those challenges 

 How did those challenges come to be/unfold 
8. Who do you interact with as part of your work on the social impact bond? 

 How often do you meet/see eachother? 

 Can you describe your meetings/conversations? 
9. Who do you think has influenced this social impact bond the most? 

 How did they influence it? 

 Did that influence depend on something? 
10. Who would you describe as a leader in this social impact bond? 

 Why would you describe them as a leader? 

 How do they do leadership? 

 What do you think of their leadership? 
11. Would you describe yourself as a leader in this social impact bond? 

 Why/why not would you describe yourself as a leader? 

 How do you do leadership? 

 What do you think of your leadership? 
12. What aspect of the social impact bond are effective? 
13. What aspects of the social impact bond are less effective? 
14. How do you think this social impact bond will change? 

 Over the next 3 months 

 Over the next 6 months 

 Over the next 12 months 

 Over the next 2 years 

 Over the next 5 years 
15. How do you think this social impact bond will change: 

 The funding of social services in Australia 

 Social impact investment in Australia 

 [SIB issue eg homelessness] in Australia 

 Complex social problems in Australia 
16. How do you think that change will happen?  
17. Who will be involved that change? 
18. What does the word ‘industrialisation’ mean in relation to social impact bonds? 
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Appendix D – “A Tale of Two Contracts: the Evolution of SIBs into PPPs”: article sent to 
participants as a method of feeding back initial findings  

A tale of two contracts: the evolution of social impact bonds into PPPs 

Ali Mollinger-Sahba / School of Business – Centre for Social Impact / University of Western 

Australia / December 2017 

Until a few weeks ago, when I thought of the word ‘history’ I thought of dusty, leather-

bound tomes harbouring spectral images of blood, rampage and long-lost love.   Now when 

I think of history, I think of public-private partnerships.   

Sound a touch crazed? In this my first year of doctoral studies, learning more and more 

about less and less has indeed had my brain close to addled on occasion.  That’s what 

spending 9 months in a library reading about the real world instead of participating in it can 

do to you.  In these momentous last few weeks, I left the library for the bustling streets of 

some of Australia’s busiest cities, pounding pavements in search of leaders involved in the 

rising phenomenon of social impact investment. 

I sought out those who have shaped the course of that poster-child of SII, the social impact 

bond (SIB).  I was interested, I told them, in understanding ‘how leadership shapes and is 

shaped by change in a group of diverse, interdependent people’.  SIBs, I said, were just a 

context – a pathway to a more all-embracing understanding of human order in the modern 

world.   

I haven’t run my data through a word count analysis yet, but I’m guessing that the words 

those leaders used to describe their work did not include ‘all-embracing understanding of 

human order in the modern world’.  If I were to pick a single word, ‘granular’ feels more apt 

a description of what separates those in the know from those in the don’t-know in this 

space of social impact investment.  Far from the rhetoric of ‘simplify and amplify’, a growing 

group of workaday warriors are battling the granular issues of creating new ways of 

assessing and managing risk; translating banking-speak to human services-speak and back 

again; finding, storing and linking data; striking the balance between protecting their 

organisation’s interests and preserving the rather stunning levels of goodwill that have 

characterised negotiations; and creating practices and processes for contractual 

performance indicators that have yet to enter the minds or classrooms of the vast majority 

of business school academics.  Not to mention those at the frontline, at the heart of what 

SIBs are funding: case workers and clinicians meeting an endless flow of trauma with 

compassion and resilience.  However, if I could word-count a facial expression, hands down 

the winner would be ‘eagle-eyed stare followed by eye roll at yet another social impact bond 

enthusiast who has yet to understand the hard reality that we have moved on to bigger 

things’. 

Bigger? You ask excitedly.  You mean, we’ve already simplified and amplified social impact 

bonds?  Well, sort of.  Not really.  In a way.   

Take one of the State government departments involved in several social impact bonds now 

posting some very impressive social outcomes results.  As an upshot of the learning from 
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SIBs, the Department now requires outcomes as well as outputs reporting for all funding 

provided from its multi-billion dollar budget to not-for-profit social service organisations 

(NFPs).  As far as the NFPs are concerned, this outputs-outcomes hybrid reporting is a waste 

of their time.  The contracts are linked to output-based performance payments and the 

NFPs seemingly derive no funding benefit from burdensome outcomes reporting 

obligations.  What they don’t know, is that the Department has created a new dashboard 

tracking the performance of NFPs according to their outcomes reporting.  Those with the 

best track record of performance are those who will win future contracts. 

What – we’ve reverted back to outputs-based contracting, leaving to lie fallow the billions of 

dollars of investor money just aching to do good?  Why on earth haven’t we just done bigger 

versions of those SIBs that are posting such impressive social returns and above market 

financial returns?  Well, for a start, take our army of granular workers.  One interviewee told 

me that someone had priced the (largely pro-bono) time everyone had spent on non-service 

delivery work in a single SIB.  For the $7 million contracted to fund social services delivery, 

$4million in professional time had been spent to create and measure performance of the 

contract.   

The blame for this expense partly and paradoxically lies at the feet of the very thing that has 

so beautifully illustrated SIBs’ capacity to deliver on the promise of achieving positive life 

outcomes: rigorous definition, measurement and evaluation of outcomes.  The pricing of 

social outcomes leads to a requirement to ‘prove’ that a funded service has led to certain 

life outcomes for people receiving that service.  This requirement has meant that SIBs often 

bring a high standard of scientific rigor to outcomes evaluation.  Yet this level of rigor takes 

an enormous amount of time and money to achieve – time and money which, without a SIB, 

charities are often expected to come up with themselves in order to prove the efficacy of 

their services under outcomes-based funding. Reverting back to outputs-based funding 

seemed more sensible to some than spending three times the service delivery cost on 

defining and measuring social outcomes. 

The problem with this conclusion is that outputs-based funding is the lycra of the social 

purpose world these days.  Lycra in the sense of being the shame of the fashion world, 

forced into nether-regions of 80s photo albums and Olivia Newton John movies – yet now 

creeping back into music videos at an alarming pace.  Look what you made me do! the 

Department cries as it implements output-outcomes hybrid contracts, after seeing first-

hand the cost of SIB outcomes-based funding. 

If it’s amplification you’re after in an output-outcomes hybrid contract, take a look at the 

new Social and Affordable Housing Fund in NSW.  $1.1 billion – that’s right, billion (no SIB 

has reached over $10 million yet) – over 25 years.  An entire generation.  A contract that can 

endure the test of time and centrist party leadership challenges.  But what sort of contract?  

In short, our $1 billion generational contract to tackle housing and homelessness is what is 

commonly known as a ‘PPP’ – a public-private partnership.  In the case of these new types 

of PPPs, it’s public-private-NFP partnership: a PPNP.  The not-for-profit charities winning 

chunks of government’s billion dollars will need private capital to provide bridging loans for 
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construction and delivery of, for example, aged care services.  Such bridging loans have the 

hallmarks of SIBs in their use of private capital to fund public social services.    

Yet traditionally, PPPs are government-funded contracts for large infrastructure projects 

built by private contractors, famous for bringing a ‘private sector efficiency’ approach to 

building toll roads and, in my home state of WA, dysfunctional children’s hospitals.  Some 

PPPs run into 10,000 pages long and are embedded with around 3,000 outputs-based KPIs.  

They don’t exactly have the feel of relational contracting capable of flexibly responding to 

the needs of the complex lives of vulnerable people, such as those experiencing 

homelessness, severe mental health issues, and childhood violence and abuse.  

The new breed of PPNPs seem to take this complexity a little more seriously, placing social 

outcomes at the heart of infrastructure design.  For example, the new Department of 

Foreign Affairs and Trade PPP (under the guise of a social impact bond), which seeks to 

improve the lives of subsistence farmers and boost gender equality in Papua New Guinea 

through transport infrastructure.  Back in Australia, local governments are investigating the 

potential of outcomes-based PPPs for the design and construction of leisure centres fit to 

tackle the growing and complex problems of obesity and type 2 diabetes.  Whether PPPs 

can actually generate social impact through human services delivery alongside built 

infrastructure is yet to be seen. 

Social impact bonds have been around for almost a decade now.  Through research like 

mine, we are starting to understand more precisely how and why these collaborations are 

formed and evolve, and the implications for leaders from all sectors seeking to steer their 

organisations into an unpredictable future.  These new PPNPs and their outputs-outcomes 

hybrid focus seem to be the evolutionary result of Australian governments’ search for 

‘scale’, or population-level social impact, in their funding approach to social impact 

investments like SIBs.  SIBs are fading into the history books already, and outcomes-outputs 

PPNPs are quickly peppering the landscape of our present reality.  The question is, when we 

look back on PPNPs like the Social and Affordable Housing Fund, what sort of history will 

these contracts have written?  A tipping point event in the battle to outwit wicked problems 

– or just another outputs based contract, dressed up with a few social outcomes KPIs, but 

bereft of the real change in human lives that SIBs continue to give us?  To those brave, 

granular, workaday warriors busily crafting social outcomes into PPNP contracts as we 

speak: we wait with bated breath to read your history. 

The author is undertaking a PhD at the University of Western Australia’s School of Business 

and Centre for Social Impact.  She is still interviewing social impact bond practitioners and 

leaders for her PhD research.  If you would like to be part of the study, please contact her at 

ali.sahba@research.uwa.edu.au. 

 




