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Introduction and summary

Over the next decade America will face enormous social and economic shifts,
driven by budget constraints at all levels of government, significant demographic
changes, and an increasingly globally competitive, changing workforce. Our nation
will have less money for services at the same time there will be greater demand
from a larger, older, and more diverse population than ever before. Young people
and their families will be especially vulnerable in the face of these challenges, just
at a point in their lives when they need to be gaining the critical education and

other skills needed for life-long success.

To significantly improve outcomes for young people and their families in the con-
text of this constrained fiscal environment and these other mounting demands, we
must focus on improving the ways in which taxpayer dollars are spent. The federal
government must identify and invest in “what works” to be a catalyst for and
investor in effective and innovative solutions that produce greater social impact in
the key arenas that will determine our country’s future competitiveness—educa-
tion, economic opportunity, workforce development, and youth development.
While the current public debate largely has been about more or less resources, it

also is critical to focus on how to get better results with existing resources.

Social sector innovation funds—those funds that focus on developing and scal-
ing promising and potentially transformative community-based approaches that
solve critical social problems—are one example of how the federal government

is increasingly driving public dollars toward investing in what works.' The Office
of Management and Budget currently highlights six evidence-based initiatives,” of

which a subset is comprised of social sector innovation funds. Specifically:

* Investing in Innovation Fund, which funds the development and scale-up
of evidence-based kindergarten-through-12th-grade educational strategies
(Department of Education; $150 million in fiscal year 2012 ending in September)
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Social sector
innovation funds
provide a means
for government
to build a larger
evidence base of
what works and
develop a better

understanding
of the tools and
best practices for

evaluation.

* Social Innovation Fund, which supports public/private investment in evidence-
based programs focused on economic opportunity, youth development, and
healthy futures in low-income communities (Corporation for National and
Community Service; $44.8 million in FY 2012)

* Workforce Innovation Fund, which funds development and scale-up of evi-
dence-based strategies to improve education/employment outcomes for U.S.
workers (Department of Labor; $50 million in FY 2012).

These three funds are united by their focus on transformative change, evidence-
based criteria for investments, partnerships with the private sector, and commit-
ment to learning from grantees to improve practice more broadly. Each of these
funds presents a tiered grant-making approach that enables those applicants with
greater evidence of impact to be eligible for larger grant awards, while still providing
grant awards for less proven but promising efforts that are committed to collecting
relevant data and investing in the evaluation of their work. Social sector innovation
funds provide a means for government to build a larger evidence base of what works

and develop a better understanding of the tools and best practices for evaluation.

These funds illustrate a trend toward evidence-based decision making that we see
taking hold in the government at myriad levels. There is growing momentum at
the federal, state, and local government levels for using data, performance, and evi-
dence to steer public dollars to more effectively address needs. In fact, the Office
of Management and Budget’s Acting Director Jeffrey Zients recently sent a memo®
to all federal agency heads asking them to use evidence throughout their budget
submissions for fiscal year 2014 beginning in October 2013.

Similarly, mayors and governors across the political spectrum also are increasingly
using data and performance to ensure limited taxpayer dollars are producing the
greatest impact possible. (See Appendix A for a discussion of the challenges and

opportunities in advancing an invest in what works policy agenda.)

Innovation funds can play a critical role in helping governments at all levels invest
in evidence-based programs, specifically by identifying promising programs in
communities across our country, investing in efforts to improve the evidence base,

and funding their scale and spread, when appropriate.

By conducting our own independent analysis and interviewing leaders involved with

designing and implementing selected innovation funds, selected applicants and grant-
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ees of innovation funds, and a range of industry experts with relevant perspectives,
this report describes the role that the government can play at multiple stages of inno-
vation—and the role social innovation funds in particular can play in advancing an
“investing in what works” policy agenda—synthesizes the key lessons learned from
prior innovation funds, and proposes policy and implementation recommendations

for strengthening current and informing future evidence-based innovation funds.

In the pages that follow, we will detail all of these attributes of social innovation
funds, synthesize lessons learned from our experience to date with these social
innovation funds, and propose a set of policy and implementation recommenda-
tions for strengthening social innovation funds and supporting the federal govern-
ment in implementing a “what works” policy agenda. Here is a brief summary of

our policy recommendations:

* Redirect funding from ineffective federal government programs to social inno-
vation funds.

¢ Determine where additional social innovation funds should be created.

* Provide additional funding for successful innovation fund grantees.

* Increase funding for data collection and third-party evaluations.

* Set aside a portion of larger federal funding streams and award them competi-

tively against evidence-based criteria.

We also recommend the following steps be taken by the executive and legisla-
tive branches of the federal government to support quality implementation of

innovation funds:

* Create an interagency working group on social innovation funds.

* Create a common evidence framework.

* Encourage greater implementation of tiered-awards approach.

* Improve the peer review process.

* Better define the role of philanthropy and the private sector in supporting social
innovation funds.

* Ensure the flexibility of private-sector matching funds.

* Report annually on learnings from each innovation fund and application of
these learnings more broadly.

* Better leverage data collection and evaluation results to communicate the prog-
ress and learnings from innovation funds with critical stakeholders.

* Better understand the support innovation fund grantees seek.

+ Continue to increase transparency of programs and processes.

Introduction and summary | www.americanprogress.org 3



The federal government is uniquely positioned to identify, fund, and scale trans-
formational change, and strengthening evidence-based social innovation funds is

one critical way to achieve that goal. As evidence-based innovation funds mature,

itis important that we continue to learn from their experience to inform our work.
Meeting the needs of young people, their families, and communities across the nation

requires that the government prioritize investing in both innovation and what works.
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Why social sector
innovation funds?

The federal government can leverage several distinct but aligned approaches* to
increasingly direct government funding toward social programs and interventions
that will have greater impact. Government-run social innovation funds can play an
important role in helping address critical national or community needs when there is
an identified challenge but a sense that we are “stuck” in terms of making significant
progress, and when there are solutions in communities with an evidence base that

could scale with the right kind of targeted government and private-sector investment.

Social innovation funds typically invest in products, processes, strategies, and
approaches that improve significantly upon the status quo and have the potential
to power transformative change. And these innovations are on a continuum in
terms of their stage of growth and the level of data or evidence they have about

their impact. Let’s look at these multiple stages of innovation.

Multiple stages of innovation and the government’s role

To most, innovation typically connotes something that is new and unique.
Innovation is often understood as something untested and in the earliest stages of
creation and development. Effectiveness or evidence of impact, as well as the scal-

ability of that impact, are usually excluded from the definition of innovation.

In reality, there are actually multiple stages of innovation,® and multiple points at
which critical investments must be made in developing and building an idea or
intervention. This spectrum of innovation requires different kinds of investments

and different sizes of funding at each of the different stages.

As with private-sector financing of a for-profit business, the earliest stage of a
social sector innovation requires investors who are interested in developing an
idea or concept and willing to tolerate more risk. As the idea or concept evolves,

investors need to focus resources on developing and refining the model—still a
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FIGURE 1
Investing in multiple stages of innovation

Optimal role for philanthropic
and private sector investments

i i

Creating the
innovation

Optimal role for
government investments

Refining the model and
demonstrating effectiveness

Concept stage Scaling the

innovation

Pursuing limited growth and
building organizational capacity

Fundamentally new Concept at early Concept put into practice, Concept “proven”
ideas, innovations, stage with with some positive results using according to
and concepts that functioning model appropriate methods and at experts; capacity
are being formed size/breadth to suggest potential exists to support

for additional growth scaling

Source: The Bridgespan Group; individual interviews and Results for America team analysis.

riskier stage for investors interested in developing the approach. As a model begins
to show promise and therefore means less risk to investors, resources need to be
directed at understanding the impact and results, as well as expanding the reach to

test its potential for growth and impact at larger scale.

When the innovation has developed evidence of impact and can be considered
“proven,” it then makes sense for an investor to drive large amounts of resources to
help scale and spread the idea. Government, philanthropy, and the private sector
can play complementary and important roles as investors in these multiple stages

of innovation. In general, they can do so because:

* Philanthropy, individuals, and others in the private sector have more flexibility,
are willing to take more risks, and often are closer to or have a better sense of the
individuals or teams developing the innovation. Their optimal role is at the earli-
est stages of developing a concept, building a model, and beginning to under-

stand the impact of the innovation.

* Government is often less flexible and more risk averse, so it can invest in an
innovation that has shown some promise and is ready to increase its evidence

base and begin to scale.
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This is not to say that there is not a role for the government to play in these
earlier stages of innovation. Government can create prizes or challenges to
stimulate and encourage more innovation around a particular social challenge
where there is a need for new ideas and solutions. Government can invest in a
less proven model, program, or approach if it has more experienced leadership
teams and a commitment to collecting the right data that is conducive to con-
ducting quality evaluation over time. At this earliest stage, government should
focus on quality management teams, clean data collection, back-end evaluations,

and performance-based decision making.

The federal government also can have an important catalytic impact in simply
seeking ideas for funding at earlier stages of innovation. By shining a spotlight on
the critical issues most in need of innovation, and by creating market incentives
for good ideas, the federal government has the ability to “signal to the market”
where innovation efforts are most needed, and by doing so can incent a range of

stakeholders to target their efforts where our country needs it most.

Nonetheless, given the size and reach of government, the most important role that
government can play is that when an innovation is “proven,” then the government
can significantly expand its investment and scale the innovation or approach to

communities across the country. (see Figure 1)

The multiple stages of innovation and the government’s role can be best illustrated

through concrete examples of various programs:

* At the most developed end of the spectrum, the Nurse Family Partnership
Program® is an example of a program that had developed a strong evidence
base through rigorous third-party evaluations over time, many of which were
supported by private philanthropy. Because of the powerful evidence support-
ing the impact of this program and its approach, the federal government chose
to invest significantly in the scale and spread of several proven approaches to
high-quality nurse home visiting programs like that oftered by the Nurse Family
Partnership through the Home Visitation Program at the Department of Health
and Human Services ($1.5 billion from FY 2010 to FY 2014).

In the middle of the spectrum, the Social Innovation Fund grantees have identi-
fied programs that have begun to show promise and some evidence of impact, so
government dollars are being invested side by side with private-sector funds in

expanding promising programs and developing a stronger evidence base.

Why social sector innovation funds? | www.americanprogress.org 7



* The Investing in Innovation, or i3, program directly targets its funding based
on multiple stages of innovation. By design, efforts with stronger evidence of
impact and effectiveness are eligible for greater amounts of federal funding, but
less proven efforts are still eligible for funding if deemed strong in other areas
(including the experience of its management team and a commitment to data
collection and evaluation over time). This is a model of how government can

structure funding along the multiple stages of innovation.

Common principles of innovation funds

The Office of Management and Budget currently highlights six evidence-based

initiatives,” of which a subset is innovation funds:

* Investing in Innovation Fund, which funds development and scale-up of
evidence-based K-12 educational strategies (Department of Education; $150
million in FY 2012)

* Social Innovation Fund, which supports public/private investment in evidence-
based programs focused on economic opportunity, youth development, and
healthy futures in low-income communities (Corporation for National and
Community Service; $44.8 million in FY 2012)

* Workforce Innovation Fund, which funds development and scale-up of evi-
dence-based strategies to improve education/employment outcomes for U.S.
workers (Department of Labor; $50 million in FY 2012)

These evidence-based innovation funds share a set of common principles that
distinguish them from other competitive federal funding streams. Specifically,
these funds:

* Are relentlessly focused on outcomes and aspire to achieve transformational
change

* Appreciate the need and demand for effective practices and prioritize invest-
ments in what works

* Recognize the power of partnering with philanthropy and the private sector

* Recognize the need to learn from grantees and inform larger federal funding

streams
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Let’s briefly examine each of these distinguishing features in turn.

Achieving transformational change

Innovation funds are based on a fundamental belief that current approaches will
not result in the large-scale dramatic impact we seek. Instead of simply funding
“more of the same,” these funds seek to uncover the rich supply of ideas—some
proven, some emerging, many somewhere in the middle—that are worthy of

greater exploration and investment.

Prioritizing investments in what works

Innovation funds incorporate the belief that there are standards of evidence
against which grants can be made, and that those efforts with greater evidence of
impact should receive larger awards. At the same time, these funds understand
that making investments in evaluation now will help provide the data and create
the infrastructure necessary to assess impact of a given innovation over time, and
to more clearly distinguish net impact from gross outcomes in doing so. These
funds recognize the importance of continuing to support promising efforts that

commit to a series of actions that will develop an evidence base over time.

Recognizing the power of partnering
with philanthropy and the private sector

Innovation funds are a vehicle for philanthropic groups and the private sector to
provide local support necessary for efforts to take hold in a community and be
scalable and sustainable over time. Effectively scaling innovation in the social sec-
tor requires philanthropic and nonprofit partners to invest alongside businesses
in communities and the government (at all levels) to support and sustain trans-
formational change. Although this partnership with the philanthropic and private
sector is often translated into providing matching funds to federal grants, there are
multiple ways in which the philanthropic and private sector can support innova-
tion fund grantees and leverage the government’s investment. We will discuss this

in greater detail later in this paper.
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Recognizing the need to learn from grantees
and inform larger federal funding streams

All three types of innovation funds examined in this report propose a more
engaged and purposeful partnership between the government and grantees, and
perhaps most importantly has required a more intimate relationship among grant-
ees (such as requiring participation in a community of practice). The purpose of
such engagement is meant to allow promising ideas, programs, and trends to be
elevated and applied more broadly across organizations, agency efforts, and the
nation, and not be limited to the practice of a single grantee or program. This focus
on learning and spreading what works is another testament to the notion that the
quality and impact of federal policy will be increased by learning from what is

working in communities outside of Washington, D.C.
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Spotlight on three specific
innovation funds

The Investing in Innovation Fund, the Social Innovation Fund, and the Workforce
Innovation Fund illustrate the principles outlined above in unique but comple-
mentary ways. An initial examination of these three specific innovation funds

(see Table 1 on following page), coupled with interviews with a diverse range of
individuals connected to these funds and a thorough review of publicly available
materials about these evidence-based initiatives, reveals a rich set of learnings and
recommendations for increased policy and implementation effectiveness of these

and similar efforts moving forward.

Although it is still too early to declare that grantees of these evidence-based inno-
vation funds have wholly achieved their stated outcomes and goals, grantees from
each of these programs are already demonstrating meaningful progress in their

communities and beyond.

Following are examples of the initial impact of these three innovation funds, as
well as examples of interim outcomes and progress of selected innovation fund
grantees. We have included these stories because we believe they illustrate the
meaningful progress underway that is helping young people, families, and com-
munities in need, but we realize these stories fall short of conclusive evidence of
net impact of these innovation funds or these innovation fund grantees. We look
forward to examining that evidence when it becomes available, as each of the

efforts described is required to be evaluated by a third-party evaluator.

The Social Innovation Fund'

In just three years, the Social Innovation Fund has leveraged $137 million of public
dollars to raise $350 million in private dollars to invest in community solutions with
the potential for greater impact. Importantly, 126 funders have matched these inter-

mediary grants and many more have provided subgrantee matching funds.
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TABLE 1
Overview of selected evidence-based innovation funds

Innovation Social Innovation Fund Workforce Innovation Fund

Fund

Investing in Innovation Fund

Host agency Department of Education Corporation for National and

Community Service

Department of Labor

Focus Provides competitive grants to
local school districts and nonprofit
organizations with records of success
to help them leverage public/private
partnerships to implement education promising, evidence-based
practices that have a demonstrated solutions in three priority areas:
positive impacts on student achievement. economic opportunity, healthy
futures, and youth development.

Provides competitive grants to
grant-making intermediaries that
competitively select nonprofit
organizations in order to grow

Provides competitive grants to
state workforce agencies, local
workforce investment boards, and
institutions eligible for to apply
for WIA section 166 grants to help
them develop evidence-based,
results-driven employment and
training services .

Critical design
elements

Tiered evidence framework—strong
evidence required for scale up grants,
moderate evidence required for validation
grants, and promising evidence required

Leverages experience and
infrastructure of quality
intermediaries in the field.

Every WIF grantee must conduct
an independent evaluation, and
can use up to 20 percent of grant
funds to cover the cost of that

for development grants. Grantees and subgrantees must o\ 5| ation.
match their funds dollar for dollar,
In addition to eligibility requirement thereby leveraging the federal
of meeting evidence standard, there investment 3-to-1.
are selection criteria focused on both .
evaluation and evidence. Every program supported is
evaluated.
Private sector match equal to
20 percent of requested grant
amount required.?
Every i3 grantee must conduct
an independent evaluation,
and share the results of that
evaluation with the public.
Funding and awards
FY 2010 $650 million; 49 awards $50 million; 11 awards N/A
FY 2011 $149.4 million; 23 awards $49.9 million; five new awards $147 million; 26 awards®
FY 2012 $150 million; TBD™ $44.8 million; four new awards $50 million; TBD
FY 2013 Request | $150 million; N/A $50 million; N/A $125 million; N/A

Philanthropic
match

The Foundation Registry i3—an online

marketplace by which i3 applicants

More than 125 foundations have
provided intermediary matching

N/A (no match required).

can submit their applications and be funds and many more have
matched with dozens of potential funders provided subgrantee matching
across the country—was created by the  funds.

foundation community, helping support

the nearly $150 million required in

private-sector funds across the first two

grant competitions.

Sixty foundations are currently listed
as participating foundations in the
Foundation Registry i3."?

Source: Interviews; review of notices for federal funding opportunities for all three social innovation funds.

12 Center for American Progress | Social Sector Innovation Funds



The Social Innovation Fund has invested in hundreds of communities in 31 states
and the District of Columbia. These grant dollars support 197 nonprofit organi-
zations'* that are implementing promising, evidence-based solutions to pressing

social challenges facing low-income communities.

Specifically, resources from this fund are now funding program growth and
spread that will help young people create new pathways for success and prepare
for employment, support economic and asset development of low-income adults
and families, help Americans access vital health care, and combat poverty across
a diverse cross-section of America. For instance, the following examples describe

initial outcomes from SIF grantees:

* Social Innovation Fund grantee LISC, a nonprofit group that helps neighbors
build communities, supports 47 financial opportunity centers spanning 10 cities.
At these centers, low-income families receive support and coaching to assist them
in making better financial decisions. In just six months LISC helped 2,400 people
obtain employment, 1,500 individuals see an increase in their net incomes, 650

people improve their credit scores, and 450 people now have a higher net worth.

Five antipoverty programs that have proved effective in New York City are

now being replicated in eight cities across America— Cleveland; Kansas City;
Memphis; Newark, New Jersey; New York City; San Antonio; Tulsa; and
Youngstown, Ohio—with support from the Social Innovation Fund. These
programs were originally developed and tested by the New York City Center
for Economic Opportunity, the city’s award-winning antipoverty center. The
programs being replicated aim to further the education, employment, and asset
development of low-income adults and families. In the first year of one such pro-
gram, SaveUSA, participating residents in four cities opened more than 1,600
SaveUSA accounts with close to $1 million in savings. If participants maintain
their accounts, they will be eligible for approximately $426,000 in matching
funds. In New York City alone, residents with an average income of $16,000

were able to build up $250,000 in savings.

* AIDS United is using its Social Innovation Fund grant to support eight innova-
tive partnerships—collaborations of nonprofits, researchers, and others—that
are improving individual health outcomes and strengthening local services
systems. In total, it will connect at least 3,500 low-income and marginalized
individuals with HIV to high-quality health care and the supportive services

they need. Findings from their evaluation are expected to shed light on effective
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strategies for increasing access to care for other chronic disease sufferers as well
as for individuals living with HIV/AIDS.

The Investing in Innovation Fund™

As stated in the program’s inaugural notice for proposals, the Investing in Innovation
Fund, ori3, is designed to provide grants to applicants with a record of improving
student achievement and attainment in order to expand the implementation of,

and investment in, innovative practices that are demonstrated to have an impact

on improving student achievement or student growth, closing achievement gaps,
decreasing dropout rates, increasing high school graduation rates, or increasing col-

lege enrollment and completion rates. In just three years the i3 program has:

* Reviewed approximately 2,300 applications vying for innovation funds from

across the country

Engaged the private sector in investing in innovations in education by securing

matching funds of nearly $150 million for the nearly $800 million of public dol-
lars granted, with more than 250 private-sector funders (foundations, individu-
als, nonprofit organizations, and a range of other nongovernment entities)

providing matching funds for i3 grantees

Made available to the public a user-friendly, searchable database of information
regarding all i3 applicants'® that is now being used to share information for other

Department of Education programs

Generated momentum across the nation by awarding grants to 79 school dis-

tricts and nonprofit organizations in 26 states and the District of Columbia

Introduced an evidence framework and the approach of tiered grant-making tied

to evidence into the sector

Although the specific issue areas of focus (absolute and competitive priorities)
within the program have varied some from year to year, the tiered evidence frame-

work at the heart of the competition has not.

In short, applicants must meet specific evidence standards in order to be eligible

for an i3 grant. This standard varies depending on whether applicants are request-
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ing Development, Validation, or Scale-Up grants. In addition to meeting an
evidence standard for eligibility, i3 grantees are also then assessed against selec-
tion criteria by peer reviewers for both evidence and evaluation. The table on the
following page'” describes the different evidence standards that apply to each type
of i3 grant, and indicates where these elements are considered in determining
eligibility or as selection criteria. (See Table 2 on following page, and note that
the evidence framework used for the Social Innovation Fund is aligned with the i3

framework but uses slightly different terms to describe each of the three tiers.)

Since its introduction this evidence framework developed by the Department of
Education in partnership with the Institute for Education Sciences, the Office of
Management and Budget, and a range of additional thoughtful policymakers and
industry experts has been the focus of much discussion in the education field. This
framework represents a range of perspectives from respected industry leaders,

which will be discussed further later in this paper.

Resources from i3 are funding program growth and spread. For instance, Aspire
Pubic Schools, a charter school management organization based on Oakland,
California, and New Visions for Public Schools, a nonprofit education group in New
York City, are two examples of i3 grantees who are nonprofit organizations with a
long track record of improving student achievement that are using their i3 grants to
scale and expand the reach of tools they developed “in house” to support and impact

students and teachers in schools outside of their networks of schools. Specifically:

* Aspire Public Schools’ i3 grant is helping support its efforts to share data
analysis tools with the sector using Schoolzilla. Schoolzilla is a cloud-based data
platform that offers districts and charter management organizations the data col-
lection and reporting tools that Aspire developed to serve its growing network
of charter schools, which currently serves 12,000 students in grades K-12 across
34 schools in six cities. Eighty percent of Aspire’s students are low income.
Schoolzilla is currently being used by more than 350 schools to analyze more
than 4 million test scores, approximately 75 percent of which are from tradi-

tional, noncharter public schools.

* Through the systematic use of formative assessment lessons, New Visions for
Public Schools is using its i3 grant to assist high school teachers in district and
charter schools to enhance instruction and improve student achievement in
algebra and geometry. New Visions currently serves 34,000 students across

76 schools throughout New York City. Teachers use materials as part of New
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TABLE 2

Overview of Investing in Innovation Fund evidence standards

Scale-up grants

Validation grants

Development grants

Strength of research
Eligibility requirement

Internal validity
(strength of causal
conclusions) and
external validity
(generalizability)
Eligibility requirement

Prior research
studies supporting
effectiveness or
efficacy of the
proposed practice,
strategy, or program
Eligibility requirement

Practice, strategy,
or program in
prior research
Selection Criterion

Participants

and settings in

prior research
Eligibility requirement

Strong evidence.

High internal validity and high
external validity.

(1) More than one well-designed
and well-implemented'®
experimental study or well-
designed and well- implemented
quasi-experimental study; or (2)
one large, well-designed and
well-implemented randomized
controlled, multisite trial.

The same as that proposed for
support under the Scale-up grant.

Participants and settings included
the kinds of participants and
settings proposed to receive the
treatment under the Scale-up
grant.

Moderate evidence.

(1) High internal validity and moderate

external validity; or (2) moderate
internal validity and high external
validity.

(1) At least one well-designed and
well-implemented experimental or

quasi-experimental study, with small

sample sizes or other conditions
of implementation or analysis that

limit generalizability; (2) at least one
well-designed and well-implemented

experimental or quasi-experimental
study that does not demonstrate

equivalence between the intervention

and comparison groups at program
entry but that has no other major
flaws related to internal validity; or

(3) correlational research with strong

statistical controls for selection bias
and for discerning the influence of
internal factors.

The same as, or very similar to, that
proposed for support under the
Validation grant.

Participants or settings may have been

more limited than those proposed
to receive the treatment under the
Validation grant.

Reasonable hypotheses.

Theory and reported practice
suggest the potential for efficacy
for at least some participants and
settings.

(1) Evidence that the proposed
practice, strategy, or program,
or one similar to it, has been
attempted previously, albeit on
a limited scale or in a limited
setting, and yielded promising
results that suggest that more
formal and systematic study is
warranted; and (2) a rationale for
the proposed practice, strategy,
or program that is based on
research findings or reasonable
hypotheses, including related
research or theories in education
and other sectors.

The same as, or similar to, that
proposed for support under the
Development grant.

Participants or settings may
have been more limited than
those proposed to receive
the treatment under the
Development grant.

Significance of effect
Selection criterion

Effect in prior research was
statistically significant, and
would be likely to be statistically
significant in a sample of the size
proposed for the Scale-up grant.

Effect in prior research would be likely  Practice, strategy, or program
to be statistically significant in a sample warrants further study to

of the size proposed for the Validation investigate efficacy

grant.

Magnitude of effect
Selection criterion

Based on prior research,
substantial and important for the
target population for the Scale-up
project.

Based on prior research, substantial
and important, with the potential of
the same for the target population for
the Validation project.

Based on prior implementation,
promising for the target
population for the Development
project.

Source: US. Department of Education.
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Visions’ validated collaborative inquiry model. Currently in its first year and
encompassing 14 schools and 3,200 students, the five-year “Accessing Algebra
Through Inquiry” program is on path to impact 65,000 students in New York
City and beyond.

* Other examples, such as the Diplomas Now team comprised of lead applicant
Johns Hopkins University’s Center for Social Organization of Schools and
partnering with nonprofit groups Communities in Schools and City Year, are
supplementing proven school models—in this case, Talent Development, with
proven partner support for mentoring, tutoring support and other supports
from City Year and Communities in Schools—are implementing efforts in
schools already and seeing dramatic results. Throughout sites in Philadelphia,
Miami, and Seattle, schools implementing Diplomas Now saw at least a 50 per-

cent drop in the number of students failing math.

All of these examples help illustrate that i3 grantees are making a meaningful dif-

ference in communities today.

The Workforce Innovation Fund'

Grantees for the Workforce Innovation Fund were announced in June 2012:

26 grants across 18 states ranging from $1 million to $12 million each.*® While
the fund is too new to claim significant impact already, it is worth noting that

the tremendous response and quality of applications received helped lead the
Department of Labor to supplement the original $98 million program with $49
million from FY 2011 and FY 2012 funds. It is also worth noting that leaders from
the Department of Labor proactively worked with counterparts in other agencies
to learn from the experience of other innovation funds when designing and now

implementing its program.

There are notable differences in the Workforce Innovation Fund from the
Investing in Innovation Fund and the Social Innovation Fund that are the result of
thoughtful and deliberate policy decisions that reflect the context of the work-
force development field. For instance, although the Workforce Innovation Fund
does not adhere to the same evidence framework as the other two funds, it does
include a tiered grant-making approach where applicants must identify the level
of evidence on which their proposal is based, as well as articulate their plans for

evaluation of their proposed effort. All Workforce Innovation Fund grantees are

Spotlight on three specific innovation funds | www.americanprogress.org 17



required to conduct an independent third-party evaluation—the cost of which

can be covered by up to 20 percent of their grant.

Also, “meeting an evidence bar” is not an eligibility requirement in the workforce
grant as it is in other two social innovation funds, but rather is a selection cri-
terion against which applications are reviewed. And the Workforce Innovation
Fund does not include a private-sector matching requirement but does strongly
encourage partnerships with critical stakeholders, including the private sector,

in its request for proposals. The quality of these partnerships is assessed within
multiple selection criteria as well. These nuanced differences reflect the focus of
the Department of Labor to support innovation and help build the evidence base

needed for the field over time.

Of the 26 grants awarded this past summer, there are several examples of efforts

that appear well positioned for success.

* The City of Los Angeles Workforce Investment Board is leading a consortium of
Los Angeles City and Los Angeles County workforce investment boards in build-
ing the LA Reconnections Career Academy, a career development collaborative
that aims to recruit nearly 1,400 out-of-school youth and young adults and pro-
vide them the supportive services they need to reconnect to education and work.
This career academy builds upon the city’s commitment to realign youth work-
force investment funds to combat the high school dropout crisis in Los Angeles.
Its leadership team represents the workforce development, education, human

services, and business leadership in the city and surrounding county.

* The Three Rivers Workforce Investment Board in Pittsburgh will use its grant
to design and build a New App (apprenticeship) for Making it in America.
The design and implementation of a new employment and training system for
advanced manufacturing aims to better support the needs of both potential

workers and potential employers.
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Lessons learned from
social sector innovation funds

Based on interviews with policymakers and grantees of the Social Innovation
Fund and the Investing in Innovation Fund, along with a more cursory consid-
eration of the Workforce Innovation Fund (given that the program is early stage
and to date has run just a single competition), the following are several key lessons
learned that could improve current and inform future innovation funds. There is
both some good news in terms of promising lessons learned as well as some areas

for improvement and notable challenges that need to be addressed.

The good news

There is a rich supply of quality ideas and organizations in need of funds

First and foremost, there is a rich supply of promising and evidence-based pro-
grams and organizations that are eligible for and can enormously benefit from the

kind of federal funding provided by evidence-based innovation funds.

In designing and launching the funds, there was a serious concern among poli-
cymakers and advocates about whether there would be a sufficient number of
organizations who could meet the evidence standards and qualify for grants. This
concern so far seems to be unfounded. The quantity and diversity of applicants
across these programs illustrates both an adequate pipeline or supply and the

interest of the field in such programs.

For instance, with the i3 program, in 2010 only 2.9 percent of applicants received
grants, and in 2011 only 3.8 percent of applicants received grants. The Social
Innovation Fund’s intermediary organizations re-granted funds to other organiza-
tions, and each found that they too received far more quality applications than
they could fund, and in some instances were overwhelmed by the demands of

reviewing and processing so many grant applications.
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The high scores and razor-thin margins between grantees and nongrantees further
illustrate the quality of the ideas put forth for funding consideration. Furthermore,
the continued implementation of nonfunded applicants demonstrates local buy-in
and determination, as well as (again) the quality of ideas beyond those few that

were awarded innovation funds.

One possible exception to the adequacy of the pipeline or supply of grantees

may be with the number of qualified applicants for the Social Innovation Fund.

In 2010 (the first year of competition), there were 69 intermediary applicants,

but there were 24 in 2011 and 31 in 2012.*! This may suggest a need for the
Corporation for National and Community Service to better market or com-
municate the role of intermediaries, or a need for philanthropy to support the
creation and strengthening of entities who could serve as intermediaries. This
could include more local United Ways, community foundations, and other results-

oriented community grant makers.

Nonetheless, the quality of the intermediary applicants for the Social Innovation
Fund seems to have remained strong despite the decline in applications from the
program’s inaugural competition. Given the adequacy of the pipeline and the
scale of needs in our communities, this would suggest that the federal government
should increase (sometimes significantly) the amount granted by each Innovation

Fund to support more evidence-based interventions.

Organizations are responding to government “signals”
about the need for evidence

The evidence standards included in innovation funds have provided incentives
and “pressure” for organizations to focus on improving their evidence base. And
organizations are responding to government “signals” that evidence could be

increasingly important to receiving federal resources.

Multiple innovation fund applicants (not just grantees) noted that applying for inno-
vation grants allowed them to push their organization to adopt an outcomes-driven
or evidence-based approach to their work. Other innovation fund grantees noted that

the learnings from their grant are informing the broader work of their organizations.

Case in point: One Social Innovation Fund grantee described an effort to collect

common performance indicators across their subgrantees that is now becom-
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ing standard practice for other grant-making portfolios at their organization.
Another grantee described how they are better able to encourage local affiliates
to run evidence-based competitive grant processes because of their requirement

to do so as an SIF grantee.

All of these examples illustrate the power innovation funds can have on the recipient
organization itself in addition to the intended impact on young people, families, and
communities. Given that organizations are beginning to respond to federal govern-
ment signals about the need for evidence, the federal government and philanthropic
organizations may want to increase funding for organizations to improve their data
collection and conduct third-party evaluations in order to meet evidence standards.
The government also may want to increase evidence standards in other government
programs in order to expand the number of signals coming from the government and

further incent behavior changes beyond the number of actual government grants.

It is important to note though that a shift toward becoming a data-driven and
evidence-based organization can come with risk. Several organizations noted a
reluctance to evaluate their efforts and share their findings publicly due to the con-
cern that they would be “punished” by funders and the public for anything short
of uniformly positive impact. This is particularly troubling for organizations since
it is most common for evaluations to show mixed results and to demonstrate some
but not necessarily uniformly positive impact. Nonetheless, organizations noted
the value of evaluations in helping them understand and improve upon their prac-
tice, coupled with the growing demand for evidence of what works from public
and private funders, as two critical factors that are increasingly moving them in

this direction despite the initial perceived risk of doing so.

Matching grants draw new financial resources

Match requirements from the private sector and philanthropic organizations in
order to qualify for these innovation fund grants are encouraging new sources of
funding. The private-sector match of the Social Innovation Fund and i3 helped
grantees secure funds that would have been otherwise hard to raise, and forge

partnerships that are strengthening the impact of their work.

Both Social Innovation Fund and i3 grantees describe how the required private-
sector match helped them secure funds from new funders who welcomed the

leverage the federal grant dollars provided their private match. A closer look at the

Match
requirements
from the private
sector and
philanthropic
organizations

in order to
qualify for these
innovation
fund grants are
encouraging
new sources of

funding.
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i3 program reveals that more than 250 different organizations provided more than
325 matching grants to the 49 i3 grantees announced in its inaugural competition
in 2010. Of the near $140 million raised by private-sector matching funds, 53
percent came from noncorporate foundations and the remaining 47 percent from
nonprofit organizations, individuals, corporate foundations, private companies,

and other nongovernment entities.

Of the $140 million raised by matching funds, more than $100 million was new
cash raised by i3 applicants.”> And i3 grantees in each of its competitions have
had to secure their private-sector matches very quickly. Due to the large number
of applicants—nearly 1,700 in 2010 and nearly 600 in 2011—the Department of
Education chose not to require evidence of a secured private-sector match at the
time of application. Instead, following peer review, applicants were named “high-
est rated” and then had just several weeks to secure their private-sector matches.
Once evidence of a secured private-sector match was reviewed and approved by

the Department of Education, highest-rated applicants were named grantees.

Despite this notable time crunch to secure matches, every highest-rated i3 appli-
cant successfully secured their private-sector match and become an i3 grantee.”
The diversity of private-sector funding partners and the more than $100 million
in new cash alone demonstrate the effectiveness of the i3 match requirement in

broadening the base of funders for evidence based innovation funds.

Nonetheless, interviews with government officials and grantees suggest the success
of innovation funds could be increased by providing more clarity about and flexibil-
ity with the purpose of private-sector engagement. Too often, the engagement of the
private sector is limited to simply filling a short-term, critical funding gap. By more
clearly providing incentives and describing the aims of private-sector engagement,
and by more clearly describing that the private sector includes all nongovernment
entities (nonprofits, philanthropy, and not just the traditional for-profit sector), the
government can help more innovation fund grantees better leverage the resources of

the private sector and thereby maximize and possibly accelerate their impact.

Ideas can “transfer”and influence how other federal programs are designed
and how federal funds are ultimately allocated

Innovation funds are finding results-oriented ideas that can be adopted on a larger

scale by the federal government. By design, innovation funds are intended to be a
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tool for government to identify promising, evidence-based ideas in communities
around the country, support the development of their evidence base, and scale the
ideas to more communities. The goal is for the successful ideas to influence federal
policy more broadly. Our interviews with policymakers and grantees suggest that
this “idea transfer” is beginning to happen in a few select circumstances, although

more needs to be done to ensure this happens more efficiently and effectively.

For instance, Social Innovation Fund intermediary the New York City Center for
Economic Opportunity has worked closely with the New York City Mayor’s Fund
and senior leaders at the Department of Housing and Urban Development to gar-
ner support for including $50 million in President Obama’s FY 2013 budget for a
program called Jobs-Plus, which aims to increase the level of earnings and employ-

ment among residents of public housing.

Evaluations of Jobs-Plus indicate meaningful impact, and therefore the New

York City Center for Economic Opportunity included expanding the program to
additional sites as a proposed use of its Social Innovation Fund grant. Nine Jobs-
Plus programs are run in New York City, one which is supported by this SIF grant.
By leveraging the data that demonstrates effectiveness and strategically working
with agency and leaders at the Department of Housing and Urban Development,
the city’s Center for Economic Opportunity has helped make the case for federal

funding of a Social Innovation Fund intermediary-sponsored program.

The need for improvement

Common evidence framework

Our research indicates that there is a need for more alignment on evidence stan-
dards. Innovation funds generally have sought to create a common standard of
“evidence” of impact, but there still remains insufficient alignment across all federal
agencies regarding what is meant by effectiveness (or transformational change) and
what measures are used to determine effectiveness. A common evidence framework
is critical to help create a level playing field by mitigating the unintended conse-
quences of comparing results from evaluations with various levels of design rigor—
i.e, weakly designed evaluations may yield strong evidence of impact whereas a
well-designed evaluation may yield weak evidence of impact. Policymakers and

funders need to make sure what they are comparing is actually comparable.
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The Social Innovation Fund, i3, and Workforce Innovation Fund share common
elements in the way that evidence is considered and used as a criterion for selec-
tion and in terms of the evidence base to be developed over time. For instance, all
three programs ask applicants to present both the evidence they have already to
demonstrate the effectiveness of what they propose to do as well as their plans for
further evaluating the work they propose to do. In fact, all three programs require
grantees to conduct an independent third-party evaluation. All three programs
also adhere to a tiered evidence framework with three categories for consider-
ation. The terms for these three categories vary across the programs, but in short
they all indicate different levels of proven effectiveness and more or less range

from promising to proven.

But absent results from a randomized controlled trial, there remains lack of agree-
ment inside and outside government about what constitutes meaningful evidence
of impact. This means there is no clear “industry standard” that the government

can simply adopt.

Furthermore, using random controlled trials as the measure, there is a limited
pipeline of organizations that have the strongest evidence of impact. In fact, many
argue that systemic change efforts will never have the evidence required to show
that they work because by their very nature there is no applicable control group

against which progress can be measured.

The perceived high cost of evaluation, the limited capacity in the field to conduct
quality evaluations at scale, and the limited capacity of implementing organiza-
tions to support quality evaluations further exacerbates this issue. The Office of
Management and Budget’s recent guidance encouraging agencies to consider
evidence-based tiered grant-making approaches® presents an opportunity to
help increasingly align evidence standards across government, and reinforces the
importance of better understanding how to apply the appropriate standards of

evidence to different circumstances and contexts.

Improved peer review

Effective stewardship of taxpayer dollars is one of the greatest responsibilities of
the federal government. Peer review systems are known to have been put in place
to prevent agencies from allocating federal grant awards in biased ways, and to

protect agencies from such accusations of misconduct. Peer review systems were
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not necessarily designed to maximize quality decision making or improve the

value of programs. In fact, many would argue that the basic model of peer review:

* Often disallows the most informed reviewers from reviewing applications
because of perceived conflicts

* Typically does not include an in-person meeting with the applicant’s leadership
team

* Typically disallows a reviewer from reviewing external information to assess

claims made in an application

This basic model is simply inconsistent with the investment analysis best practices

any private-sector funder would employ.

Our interviews found that there is a need to update peer review and other selec-
tion processes to ensure greater quality and alignment across innovation funds.
The current government process for selecting grants creates certain constraints on

the potential impact and effectiveness of innovation funds.

Innovation Funds, like most government programs, rely on assessments of submit-
ted proposals made by panels of “peer reviewers.” Peer review is embraced by the
government as an important way to ensure fairness in the selection of grantees.
Typically, agency programs post a call for peer reviewers to the general public and
then review the many resumes received for conflicts of interests and other factors
to determine whether they are eligible to be a peer reviewer. Once selected, peer
reviewers are typically assigned to a specific panel of peer reviewers who then
review some subset of applications and score them against the program’s selection

criteria (and sometimes, competitive preference priorities as well).

These scores are then tabulated across panels and then used to develop a slate of
grantees—a rank-ordered list of applicants by score. Sometimes there are addi-
tional layers of review, for a variety of reasons, but for the most part, the scores

assigned by peer reviewers inform the list of likely grantees for a given program.

With innovation funds, the peer review process creates certain constraints that
might influence the effectiveness and impact of these programs. For instance,
policymakers and those involved with implementing Social Innovation Fund and
i3 programs expressed concern that individuals with the most relevant expertise in
a grant-making area were often not allowed to be peer reviewers. Instead, they are

deemed “conflicted” and unable to review grant proposals.
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Although it is important to note apparent conflicts—and this should be con-
sidered as an important factor when selecting and assigning peer reviewers—
other factors based on experience also must come into play. Because the Social
Innovation Fund and i3 are seeking to fund transformational, evidence-based
ideas there is a need to have the grant applications reviewed by individuals who
both understand the scope of the field, the potential for the ideas to be transfor-
It is critical that mation and, most important, the quality of the evidence and plan to build evi-
dence over time. Our research and interviews indicate that there is great variation
some of the in how agencies implement peer review, and there are indeed examples of agencies
that adhere to less restrictive conflicts policy.
challenges of
Policymakers and those involved with implementing social sector innovation fund
the peer review programs also expressed concern that there are certain outdated rules, such as

disallowing peer reviewers from reviewing any applications from their home state

Process be because they may have a bias in support of those applications. This further compli-
cates the actual implementation of peer review panels where geography is unlikely
addressed in to be a critical factor in selection.
order for the In a similar vein, those involved with implementing i3 noted that current agency
systems in place for scoring applications relies on outdated technology and fractured
iInnovation guidance to agency staff. For instance, panel monitors—those agency staff who
manage the peer review panels—often are instructed to not read the applications
funds to achieve that their panel of peer reviewers is reading so that they are not biased in anyway. But
this means that when asked questions by their panel of peer reviewers, panel moni-
their intended tors may lack the relevant context and content knowledge to provide the highest-
quality responses, which in turn may impact how peer reviewers score applications.
impact and
Peer reviewers typically are required to only consider the contents of a proposal
results. when assessing scores. This guidance therefore disallows peer reviewers from

leveraging their prior knowledge about a given leadership team, topic, organiza-
tion, or geography. This also disallows peer reviewers from gathering additional
information to test or question something they have read in an application they
are reviewing. Although such safeguards are in place for good reason and such
assessments may be subjective, enabling some flexibility here could provide valu-

able insight into the review process.

Limited technology is another factor upon which agency systems can improve.
Peer reviewers typically must input all of their comments and scores by access-

ing outdated agency-specific systems, which can be tedious and time consuming
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and discourage peer reviewers from providing meaningful feedback to applicants.
While many of the challenges described here apply to other government programs
as well, given the unique scope and purpose of the innovation funds—focus on
transformational change, tiers of evidence—it is critical that some of the chal-
lenges of the peer review process be addressed in order for the innovation funds to

achieve their intended impact and results.

In addition to peer review, other default internal processes can limit the effective-
ness of innovation funds. In many agencies, default processes do not typically
prioritize transparency, and current capacity constraints make this even more

difficult to change for large-scale competitions.

Privacy concerns and regulations, for example, are often cited as the reason why
applications, scores, and peer reviewer comments cannot be shared with the pub-
lic. When the Department of Education chose to post unprecedented amounts of
information on the applications it received for the first round of i3 and Promise
Neighborhoods on a newly created website, http://www.data.gov/communities/
education, this required significant internal leadership and resources and yet still

did not meet the needs of many critical stakeholders.

Improved collaboration and learning

There also is a need for more flexibility for collaboration and learning, both of
which are critical to the success and impact of innovation funds. At present, col-

laboration and learning can be limited by current federal government constraints.

The innovation funds have sought to create a learning relationship or community
of practice among grantees to allow promising ideas, insights, or trends to be
shared more broadly across organizations and possibly the field. Current federal
constraints can prevent common-sense collaboration with the field that could
improve program effectiveness. For instance, because most agencies will not share
information with a subset of parties that is not otherwise made available to all par-
ties, it can be difficult for a federal agency to partner with nonprofits that may be

able to provide meaningful targeted assistance to applicants.

Similarly, it can be more difficult to partner with the philanthropic community
because an agency may be prohibited from sharing grant applications or other

information that can inform a philanthropist’s interest in funding an effort.
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Sharing lessons learned to more broadly impact
other federal programs and policies

Lessons learned from innovation funds need to inform funding from larger
streams of federal dollars and federal policy more broadly. As noted earlier, by
design, the innovation funds intend to have a more engaged and purposeful part-
nership between the government and grantees in order to share ideas and lessons
learned and increase the potential for successful, evidence-based programs to
influence government policy and funding more broadly. Given that the size of the
innovations funds is—and likely will remain—relatively small compared to other
competitive and formula programs, a key goal in the design and creation of these
funds always was to use these funds as examples to show that evidence-based
funding can work and to test the ways in which it can most successfully be done.
To date, there are good examples of where this is happening, such as the example
described earlier with the experience of the New York City Mayor’s Fund, the
New York City Center for Economic Opportunity, and the Department of
Housing and Urban Development. But interviews with policymakers and individ-
uals who implement the funds suggest that more needs to be done to share within
the host agency the lessons learned about how to expand evidence-based funding
in the federal government, and the lessons learned need to help inform efforts to

make the larger competitive or formula dollars increasingly evidence based.

The innovation funds need to more intentionally share lessons about implementa-
tion of this kind of evidence-based funding, such as with the evidence framework,

the peer-review process, and the matching requirement, as well as share learnings
from the third-party evaluations underway by grantees and the learnings from the
program-wide evaluations that departments are conducting themselves. By leveraging
the work underway by innovation fund grantees to strengthen our collective under-
standing of what works, in what context and with what levels of support, large federal

government programs can better design and implement other federal programs.
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Recommendations

Innovation funds are one example of how the federal government can increasingly
drive public dollars toward promising or proven solutions. A strategic approach to
improving existing and creating additional innovation funds can help increase the
amount of government resources that are directed at evidence-based solutions and

address the needs of more communities across the country.

The following policy and implementation recommendations are designed to help
tederal agency leaders, policymakers, and their critical external partners make
informed decisions to support and start evidence-based innovation funds, as well
as improve the impact of the existing innovation funds, so that there is consistency
where appropriate and clarity at all times as to the federal government’s approach

toward investing in what works through innovation funds.

Policy recommendations

Redirect funding from ineffective programs to innovation funds

Congress should increase funding for the Investing in Innovation Fund at the U.S.
Department of Education, the Social Innovation Fund at the Corporation for
National and Community Service, and the Workforce Innovation Fund at the U.S.
Labor Department by at least 25 percent annually and stop investing in programs

that are not achieving their desired results.

We recommend increasing resources for all of these programs, with corresponding
decreases in other agency programs that do not use evidence as a criteria, given
that there is sufficient demand for these programs and that these funds are steer-

ing more public dollars toward evidence-based solutions.
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Determine where additional innovation funds should be created

The Office of Management and Budget should identify within 180 days the educa-
tion, youth development, workforce development, and social mobility challenges
that could benefit from the creation of an innovation fund; provide an adequate
justification and rationale for the need for an innovation fund; and offer sug-
gestions for placement in a particular agency. If there is an adequate rationale,
Congress should create targeted innovation funds that are focused on issues
poised for transformational change. Given the expertise and reach of OMB as well
as their expressed interest in evidence-based policy, they are best positioned to
provide an adequate justification to Congress as to the proper focus and place-

ment of new innovation funds.

Provide additional funding for successful innovation fund grantees

The Obama administration should include provisions in future budget requests
directing all federal departments and agencies to provide points of significant prefer-
ence to organizations that have received grants from and have met the performance
benchmarks established by federal innovation funds when applying for funds from
other federal competitive grant programs. The goal of this recommendation is to
help successful innovation fund grantees expand their influence on broader federal

policy as well as increase funding from other streams of federal funding.

Increase funding for data collection and third-party evaluations

The Obama administration should include provisions in future budget requests
that increase funding for individual organizations, collaborations, or systemic-
change efforts interested in improving their data collection and/or conduct-

ing a third-party evaluation. This could also be advanced by the Congressional
Appropriations Committees, which could require a meaningful set-aside of funds
from each program to be used for rigorous data collection and evaluation of grants

funded under that program.

Given that organizations are beginning to respond to federal government signals
about the need for evidence, the federal government should increase funding to
improve their data collection and conduct third-party evaluations in order to meet

evidence standards and improve practice.
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Set aside a portion of larger federal funding streams
and award them competitively against evidence-based criteria

Evidence-based innovation funds are and will likely remain a small portion of total
federal funds. With this stark reality in mind, most agree that their overall impact

will likely remain limited if how the primary federal funds are awarded remains
unchanged. Agencies should consider whether some portion of larger federal fund-
ing streams that are typically awarded by formula can be set aside and competitively
awarded to those applicants that have evidence of the net impact of their work, and/
or are committed to investing in quality data collection and evaluation such that their
net impact can be assessed over time. This approach will further help the government

incent the creation of a broader evidence base against which to assess what works.

Implementation recommendations

Create an interagency working group on social sector innovation funds

The White House and the Office of Management and Budget should create an
“Interagency Working Group on Innovation Funds” to support the development,
continuous improvement, and implementation of funds. To ensure agencies have
the support to move swiftly in setting up new funds and in continuing to align and
improve existing ones, the White House and OMB should regularly convene an

interagency working group on innovation funds.

The working group would allow agencies to leverage shared knowledge and
expertise, develop shared standards and practices, and to inform the design of
new funds while also informing the design of the internal processes that will allow
those funds to operate successfully. The working group also could focus on align-
ing evidence standards among existing and new innovation funds. The benefit for
the administration would be a cohesive, coordinated portfolio of innovation funds

operating from a core set of principles to drive policy goals and interests.

Create a common evidence framework

The White House Domestic Policy Council and OMB—with the Council of
Economic Advisers a key partner—should initiate an interagency process to cre-
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ate a common evidence framework that can be used across geographies, agencies,
and programs to gauge effectiveness and impact. This framework should be devel-
oped and vetted by experts in the government and the philanthropic, nonprofit,

t>° as well as a focus on out-

and private sectors, and must consider a focus on cos
come. It should be user-friendly and allow promising organizations to self-assess

whether they “meet the criteria” for different levels of funding,

Furthermore, the federal government must support efforts to develop additional
measures of effectiveness, and to consider how data and assessment can be used to
improve practice in real time and not just determine impact over time. The federal
government must also invest resources in training its own staff on these emerging
frameworks, and building the capacity of its staff and the field to further refine and

improve upon the proposed frameworks.

To develop a common evidence framework, the Department of Education’s i3
evidence framework is an important starting point. Moving forward, the White
House Domestic Policy Council and OMB, along with the Council of Economic
Adpvisers, should work with the Departments of Education, Labor, Health and
Human Services, and Justice and the Corporation for National and Community
Service to develop this common framework within one year. The White House
and OMB should include the input and feedback from critical third parties to
develop a deeper evidence framework that can be embraced and applied by other
agencies within various levels of government, as well as possibly by philanthropy
and the private sector. This framework must consider additional measures of

impact, as well as the relevance of context, cost, and usability.

Encourage greater implementation of “tiered awards” approach

The federal government should drive grants to those organizations with the
strongest evidence of impact. An important approach to amplify is the strategy of
“tiered awards,” so that applicants with greater amounts of evidence are eligible
for larger federal grant awards. This is critically connected to the development of a
common evidence framework described above. To implement this kind of “tiered
awards” approach—as both i3 and the Workforce Innovation Fund have—agen-

cies must better understand the implementation challenges that may result.

Case in point: Peer reviewers and agency staff—panel monitors and peer review

trainers—will need to be well versed on the different eligibility requirements and
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selection criteria across the tiers. And agency leaders will need to determine a set

of policy guidelines that incorporates the challenges of multiple tiers. Are there
multiple slates from which grantees are selected? Can applicants who are ineligible
for one tier be redirected to another tier by agency staft? Logistically, can individuals
review applications from different tiers? Answers to these questions alongside the

back-office systems needed to allow management flexibility across tiers are essential.

Another possible approach to consider is adding competitive preference points for
applicants who demonstrate certain levels of evidence and/or commit to a select
set of approaches for data collection, analysis, and evaluation that will build an
evidence base over time. Because the difference in scores between grantees and
nongrantees can be so slim, earning these competitive preference points can make

a significant difference in who earns federal grants.

Improve the peer review process

The newly formed Interagency Working Group on Innovation Funds (described
previously) should initiate a process to identify weaknesses in the peer review
process and report on needed improvements within 180 days. Specifically, the
Interagency Working Group on Innovation Funds should review and synthesize
how peer review is implemented in a range of agencies to better understand what
approaches are currently employed well and can serve as a model for other agen-

cies. This review should, at a minimum, consider:

* The purpose of peer review

* The use of tiered application and/or tiered review processes™

* The recruitment and conflicts policy used to select peer reviewers

* The guidance, training, and ongoing support provided to peer reviewers

* The guidance, training, and support given to panel monitors

* The structure and composition of a typical review panel

* How peer reviewers are recognized and compensated for their service

* The general approach to public disclosure of peer reviewer names, scores, and
comment

* An assessment of the technologies peer reviewers and agency staff are required

to use.

Reviewing, scoring, and awarding innovation fund grant applications requires

a level of flexibility and targeted expertise that traditional agency systems and
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processes, often for good reason, are typically designed to limit. The quantity of
qualified reviewers required because of the scale of applications to innovation
funds, coupled with the broad range of expertise required because of the typically
broad range of issues eligible for funding under innovation funds means that find-

ing enough quality peer reviewers is challenging.

What’s more, the deep expertise required to effectively assess evidence of impact

and quality of proposed evaluation plans—because of the fundamental focus on evi-
dence and evaluation that innovation funds espouse—coupled with the difficulty in
assessing expertise in relevant competencies such as scaling or innovation, only adds

to the challenge of finding enough quality peer reviewers for innovation funds.

Rethinking peer review processes, starting with when they should be used, and then
determining who should review and how, can dramatically change what the govern-
ment understands as effective and worthy of replication or scale, while maintaining
if not increasing the quality and objectivity of the reviews. By more tightly managing
the review process, agencies can run large competitive grant programs with greater
consistency and quality. Moving forward, the newly convened Interagency Working
Group on Innovation Funds should facilitate a comprehensive review of agency peer

review practices and recommend actionable improvements.

Better define the role of philanthropy and the private sector

Federal agency leaders implementing and/or designing innovation funds should
specifically articulate the purpose of the private sector engagement they seek

in their requests for proposals. The federal government can more thoughtfully
consider and define the role of philanthropy and the private sector in providing
leverage to government funds. At a minimum, future innovation funds should

be designed with the input of philanthropic and private-sector stakeholders, and
innovation funds should aim to clearly state the intended role of philanthropy/the

private sector in achieving their intended impact.
Specifically, the purpose of philanthropic and private sector engagement may be:

* To engage high-capacity stakeholders in support of grantee success to
strengthen the quality of proposed ideas and efforts
+ To create local buy-in (and accountability) that can facilitate long-term

sustainability
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» To signal to others what programs are of high quality and therefore worthy of
their support and engagement

* To provide needed and flexible funds to get the immediate work at hand done

By articulating the purpose of the engagement, program parameters can be better
informed and designed to help deliver the intended results, and private-sector
partners of all shapes and sizes can more meaningfully engage in important inno-

vation efforts.

In fact, some innovation fund grantees noted that their private-sector partners are
often more compelling advocates to policymakers on the importance of innova-
tion funds then they are themselves. Leveraging the voice of committed private-

sector partners may further help secure important federal innovation efforts.

Ensure the flexibility of private-sector matching funds

Philanthropic and private-sector matching funds should have the flexibility to be
used as broadly as possible as long as the use remains consistent with that outlined
in the original grant application. Social Innovation Fund grantees note that they
are unable to use their private-sector matching funds for fundraising activities—
even though the terms of their grants will likely require extensive fundraising in
order to meet the demands of the private-sector match requirement. Other grant-
ees note that the extensive reporting requirements for federal grant funds are also
applied to their private matching funds, which in turn has generated significant
workload for their organizations—and sometimes required additional hiring—

given the size of these matches.

In order to further incent philanthropic and other private-sector engagement with
federal innovation efforts, it is important to protect the flexibility of these nongov-
ernment funds. Moving forward, agency leaders from the Department of Education
and the Corporation for National and Community Service in particular should
convene a cross-functional team of legal, communications, and policy experts to
determine what proactive steps can be taken to ensure appropriate flexibility for
philanthropic and other private-sector funds. Their findings should then be broadly

discussed with other agencies considering launching additional innovation funds.
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Report annually on learnings from each innovation fund
and application of these learnings more broadly

The Office of Management and Budget should require all federal agencies that
host an innovation fund to report back annually on the ways in which the pro-
gram’s learnings are being shared and acted upon within the agency and with other
appropriate federal agencies. Host agencies must be willing to “be a consumer” of
the program’s learnings, and intentionally consider how to leverage the learnings

from innovation programs to improve the work of other agency programs.

The host agency of an innovation fund must see the success of the fund as inte-
gral to the success of the agency, and thereby prioritize learning from the effort.
To facilitate quality implementation and key learning, the nuts and bolts of the
innovation fund must be led by experienced agency officials who have run qual-
ity, competitive programs in the past and can both effectively manage the many
technical intricacies of running such programs with the ability to effectively com-
municate progress and challenges to the rest of the agency, Congress, OMB, the
White House, and a range of external stakeholders so matters can be resolved and

amplified without undue delay.

Without that type of dedicated high-level agency leadership coupled with expe-
rienced technical agency implementing partners, innovation funds will struggle
to succeed inside most agencies and will fail to distill learnings that can be shared
and applied more broadly to other agency programs and administration priori-
ties. As current innovation funds mature, OMB and the White House should
work with agency leaders to both assess learnings and impact of these respective
innovation funds, but to also determine how these learnings and practices can be

leveraged to strengthen broader agency or administration efforts.

One specific example of agency action to encourage the transfer of ideas and
learnings from innovation funds to other agency programs is happening at

the Department of Education. Efforts are underway to revise the Education
Department General Administrative Regulations, or EDGAR, to include the
evidence framework used in the Investing in Innovation fund. This change would
allow any Department of Education program to adopt this evidence framework

without needing to go through the lengthy rule-making process..
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Better leverage data collection and evaluation results to communicate the
progress and learnings from innovation funds with critical stakeholders

In addition to reporting on progress to OMB annually, each federal agency with
an innovation fund should create a robust communications strategy to convey the
value and potential of these funds to other key stakeholders, including the broader
public. Innovation funds would benefit from frequent communications and
updates to key stakeholders on the progress and learnings of their programs.
Innovation funds
« In particular, grantees (and subgrantees) will want to recognize that there is con-
siderable value to be gained from effective communication of their early successes would benefit
and progress toward outcomes. As these stories are shared with policymakers,
philanthropy groups, other practitioners, and the public, they will help build an from fre quent
understanding of the innovation funds’ potential to achieve impact over time.

communications

» Agencies would also do well to communicate how innovation funds are con-

tributing to improved agency performance across the board, and to share their and u pd ates to

lessons learned with their stakeholders. Both agencies and grantees will want

to recognize that proactive communications will have the most value, and they key stakeholders

will want to plan accordingly to ensure they have the capacity to sustain a robust

communications strategy. on the progress
Furthermore, federal government agencies must develop a plan to support and learnin gs of

access to and learning from the evaluations of innovation fund grantees, in order

to inform both local community practice and other government agencies and their programs.
programs. One way to encourage this learning is to require that publicly funded

efforts make their evaluations publicly available, with the appropriate precautions

taken to protect the privacy of any specific individuals. The federal government or

another informed third party might then consider how they can make this infor-

mation usable to a broader audience of practitioners and policymakers. All three

innovation funds discussed in this paper require grantees to conduct third-party

evaluations, but there is not yet an articulated approach to how these evaluations

will be used to improve practice and inform decision-making more broadly.

The newly convened Interagency Working Group on Innovation Funds should
propose an aligned approach for monitoring progress on the ground and assessing
hard evaluation results as they come together, synthesizing this information and

presenting it to critical audiences to improve learning and decision making.
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Better understand the support innovation fund grantees seek

The federal government must assess the types of support innovation fund grantees
need, and determine the role of the federal government versus that of external par-
ties in providing that support. There are limits to the level of support and thought
partnership the federal government can provide any individual grantee because

the government is not designed to provide hands-on counsel to grantees. Whereas
the Social Innovation Fund leans on intermediaries to provide subgrantees needed
support, the Investing in Innovation fund requires grantees to participate in commu-
nities of practice, and other programs such as Promise Neighborhoods rely on third

parties with relevant expertise to provided support to current and potential grantees.

Leaders from the Department of Education, the Corporation for National and
Community Service, and the Department of Labor—ideally through the newly
convened Interagency Working Group on Innovation Funds—should consider
working with a third party to proactively monitor these different approaches to
improve our understanding both of the type of critical support innovation grant-

ees need, as well as the best arrangements through which to provide that support.

Continue to increase transparency of programs and processes

Future innovation programs should begin with the goal of making their systems,
processes, materials, and decisions as transparent as possible. This is necessary for

at least four reasons:

* To strengthen the quality of the applicant pool

* To help bolster support for such programs by demonstrating that they are run
effectively and without bias

* To provide critical stakeholders—philanthropists, evaluators, other practitio-
ners—with the information they need to determine how they can best engage

* To deepen the public’s understanding of the types of ideas and transformational

change that innovation funds aspire to create

The Department of Education and others have demonstrated that such trans-
parency is possible by posting applications, reviewer comments and scores for
grantees, and by launching efforts such as http://www.data.gov/communities/
education, which provides the general public access to user-friendly summary

reports as well as direct access to a searchable database of i3 applicants by a range
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of parameters including congressional district, state, absolute priority, and appli-
cant type. But moving forward we will need to consider how government policies
and constraints can make greater transparency the norm rather than the exception

to the rule.

Policy leaders—those agency leaders actually designing and implementing inno-
vation funds—and technology leaders—chief investment officers and selected
line staft who actually develop and manage the systems agencies require applicants
and staff to use—from across those agencies should come together to determine
whether new; aligned systems for accepting applications and conducting peer
review are necessary to meet the transparency goals and expectations of today.
These new systems must make it easier to transfer information to user-friendly
public-facing platforms without compromising the security and privacy that appli-

cants appropriately expect.
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Conclusion

The federal government must increasingly invest in what works. Innovation funds
can be a useful tool to help the federal government find and direct public dol-

lars toward what works, when they are designed and implemented appropriately.
While still early, there are useful lessons to be learned from the current innovation
funds that could strengthen their impact, and inform future innovation funds or,

most important, the direction of larger streams of federal money.

The federal government is uniquely positioned to identify, fund, and scale transfor-
mational change, and strengthening evidence-based innovation funds is one critical
way to achieve that goal. As evidence-based innovation funds mature, it is important
that we continue to learn from their experience to inform our work. Meeting the
needs of young people, their families, and communities across the nation requires

that the government prioritize investing in both innovation and what works.
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Appendix A

Challenges facing a “what works” policy agenda

There are a number of challenges to the government increasingly driving public
dollars toward adopting an approach of investing in what works. Specifically,
political constraints, across-the-board budget cuts, equity concerns and evidence

obstacles. This appendix looks at these challenges.

Political constraints

Elected officials in our nation’s representative democracy consider a number of
important factors in making policy and funding decisions. Among them are the
needs and demands of their constituents their own political philosophy, the needs
for political compromise and negotiation in order to advance legislation or ideas,
and the budget constraints within which they operate. Program effectiveness or

evidence is not always a key factor driving those decisions.

Furthermore, there is limited public demand for public funding decisions to be
based on “what works.” While opinion polls show that the public agrees with the
ideas and language of “results” and “impact” and “getting more bang for the buck,”
it is hard to rally the general public around those intangible concepts and actively
press for this policy approach, especially when there are a range of well-inten-
tioned local programs doing good work—but that lack evidence—that may be at
risk of losing funding.

At the same time there are many influential organizations and programs that are
invested in the way government currently distributes funds, making them a more

vocal and organized constituency in favor of the current funding approaches.”’
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Across-the-board budget cuts

In January 2013 the federal government will face automatic across-the-board spend-
ing cuts that were part of a deal cut during last summer’s showdown over the nation’s
debt limit. Although a different budget deal may be negotiated, there still will be
enormous pressure to cut domestic spending, and that could include those pro-
grams that are investing resources based on evidence, such as the Social Innovation
Fund and i3. At the state level, governments have already resorted to across-the-
board spending cuts in order to balance their budgets. Programs that have evidence

of impact have been as vulnerable to these cuts as all others, despite their impact.

Equity concerns

There is a perceived tension between driving resources toward what works and
directing resources toward places that are most in need. If funding shifts to com-
petitive, innovation, and evidence based, then many of the places greatest in need
may be the ones who suffer the most because they may not have the resources or
capacity to do the applications or build the evidence needed to compete for and

be awarded grants.

Evidence obstacles

There is lack of agreement regarding what constitutes meaningful “evidence” of
impact. Furthermore, many argue that systemic change efforts will never have the
evidence required to show that they work because by their very nature there is no

applicable control group against which progress can be measured.

In addition to the lack of an agreed-upon evidence framework, there are cost and
capacity concerns as well. Quality evaluations can both be expensive and require

a level of organizational commitment and capacity for success. These needs can
“tap out” already-stretched-thin organizations and programs focused on providing

quality services to those in need.
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Appendix B

Opportunities to promote a “what works” policy agenda

At the same time as there are challenges to implementing a “what works” policy
agenda, there are also opportunities to implement these ideas based on a more
receptive climate for them. Specifically, budget constraints create an urgency to
do more with less, there is a better sense of “what works” in a number of policy
fields, philanthropic organizations are growing more interested in this approach,
and models now exist within the federal government to see “what works” agendas

introduced on a wider scale. This appendix looks at these opportunities.

Budget constraints create an urgency to “do more with less”

Governments at all levels are facing constrained budgets and debt reduction has
become an important political issue. At the same time, our nation is faced with
serious social and economic problems. A strong case can be made to both poli-
cymakers and the public that limited resources need to be spent more wisely, and
that evidence-based policy approaches will help achieve more impact for taxpayer

dollars, rather than “impact-blind” across the board cuts.

Better sense of “what works” exists in the field

There are an increasing number of programs and organizations that have invested
in building an evidence base, have a stronger sense of their impact and potential
to scale, and are using data to shape their work, especially in the area of education
and youth development. These examples of impact can inspire policymakers and
the public that success is possible. Organizations are also exploring ways to make

quality evaluation more affordable and therefore accessible to more organizations.
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Growing philanthropic interest in effectiveness and evidence

An increasing number of foundations and philanthropists are investing resources
based on effectiveness and evidence, helping to build the critical pipeline of
organizations and interventions that could participate in government funded
evidence-based programs. For example, more than 150 private sector partners
provided support with matching funds for i3 and Social Innovation Fund grantees.
While the philanthropic and the private sector may have greater flexibility and the
ability to take on more risk with their funds, taxpayer dollars should be directed
towards efforts that have a very strong likelihood of success. Philanthropy is help-
ing build this critical pipeline.

Models exist within federal agencies to see “what works” agendas
introduced on a wider scale

Opver the last several years, a number of federal agencies have developed strate-
gies and tools to invest in innovation funds based on evidence of impact and to
redirect funding away from those programs that are not performing. This includes
the Departments of Education, Labor, Health and Human Services, and the
Corporation for National and Community Service. This approach is no longer
new or experimental. The strategic and operational lessons learned from these
programs can be used to guide and shape how larger streams of government fund-

ing can be made more evidence based.
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Endnotes

1 Throughout this report, any reference to innovation
funds is intended to be limited to those innovation
funds that attempt to address a social problem.

2 Ascited by the Coalition for Evidence-Based Policy, the
additional evidence-based programs noted by OMB
include the Department of Health and Human Services’
Home Visitation program ($1.5 billion from 2010 to
2014) and Teen Pregnancy Prevention program ($105
million in fiscal year 2012), as well as the Department
of Labor’s Trade Adjustment Assistance Community
College and Career Training Grants Program ($2 billion
from 2011 to 2014).

3 See: Jeffrey D. Zients, “Use of Evidence and Evaluation
in the 2014 Budget,” Memorandum to the Heads of
Executive Departments and Agencies, May 18,2012,

available at http://www.whitehouse.gov/sites/default/
files/omb/memoranda/2012/m-12-14 1.pdf.

4 Forinstance, the government can: (1) create social
innovation funds that identify promising or evidence-
based innovations and provide resources to scale;

(2) ensure that larger federal funding streams and
competitive funds are directed toward what works; (3)
create pay-for-success or Social Impact Bond structures
to mitigate risk and ensure results for government
dollars; and (4) invest in the infrastructure necessary to
develop the evidence base and develop the capacity to
take the most promising efforts to scale.

5 These multiple stages of innovation are descriptive and
overlapping. They are not distinct and separate, but
rather function along a spectrum.

6  Coalition for Evidence-Based Policy, “Evidence Sum-
mary for the Nurse-Family Partnership” (2012), available
at http://evidencebasedprograms.org/wordpress/1366/
nurse-family-partnership/.

7 Seeendnote 1.

8 The 2010 competition required a 20 percent match
from all winners, but the 2011 competition required
5 percent for scale-up, 10 percent for validation, and
15 percent for development. The 2012 competition
requires the same 5-10-15 percent breakdown as 2012.

9  The Department of Labor is using WIF and WIA funds
to support these grants. $20 million in Pay for Success
grants is to be announced in spring 2013.

10 Applications are currently under review and the depart-
ment will announce the winners by December 31,
2012.

11 Fori3:Includes a provision in the Senate’s FY13 Labor,
HHS, and Education Appropriations bill that allows
the Department of Education to use up to 30 percent
of i3 funds to create the Advanced Research Projects
Agency-Education, or ARPA-ED, to develop, test, and
evaluate novel learning technologies and related
processes. For WIF: Includes $100 million from the
Department of Labor’s budget and $25 million from the
Department of Education’s budget. For all programs:
The federal government is currently operating under
a six-month continuing resolution, funding these
programs at current levels. The continuing resolution
expires March 27, 2013.

12 “Participating Foundations,” available at www.founda-
tionregistryi3.org/about/foundations/
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24

25

Each of the innovation fund grantee vignettes includes
information on interim outcomes and/or gross im-
pact—not net impact—of their innovation fund grant.
Evidence of net impact is still being assessed given the
early stage of each of these grants.

Additional nonprofit subgrantees will be selected to
receive funding in Spring 2013.

See endnote 13.

Data.gov / Education,” available at http://www.data.
gov/communities/education.

Department of Education, “Office of Innovation and
Improvement; Overview Information: Investing in
Innovation Fund; Notice Inviting Applications for New
Awards for Fiscal Year (FY) 2010," Federal Register 75
(48) (2010): 12072-12086.

“Well-designed and well-implemented”is defined

in the 2010 i3 NFP, as follows: “With respect to an
experimental or quasi-experimental study (as defined
in the 2010 i3 NFP notice), that the study meets the
What Works Clearinghouse evidence standards, with or
without reservations.”

See endnote 13.

“Workforce Innovation Fund Grant Awards,” available
at http://www.doleta.gov/workforce_innovation/
grant_awards.cfm.

Of the 24 applications received for the 2011 SIF com-
petition, only 18 were deemed compliant and moved
forward to the full competition. Of the 31 applications
received for the 2012 SIF competition, only 25 were
deemed compliant and therefore moved forward to the
full competition.

“Summary of 2010 i3 Matching Activity,” available at
http://www2.ed.gov/programs/innovation/2010/
matching-summary.ppt.

An article published in the October 31, 2012, issue of
Education Week noted that at least one i3 grantee has
struggled to secure committed funds from a single
individual donor towards its required private-sector
match. It further noted that the specific i3 grantee is
working with this donor to develop a new payment
schedule, and that the grant is continuing to be moni-
tored by the Department of Education.

The OMB memo specifically notes, “Agencies should
demonstrate the use of evidence throughout their Fis-
cal Year (FY) 2014 budget submissions. ... the Budget
is more likely to fund requests that demonstrate a
commitment to developing and using evidence...
Grant-making agencies should demonstrate that,
between FY 2013 and FY 2014, they are increasing the
use of evidence in formula and competitive programs. ”

Cost in this instance refers to the cost of the proposed
intervention/program/tool that is being studied for
effectiveness and impact. What is equally important

to consider in the context of developing an evidence
framework is the need to develop low-cost evaluations.


http://www.whitehouse.gov/sites/default/files/omb/memoranda/2012/m-12-14_1.pdf
http://www.whitehouse.gov/sites/default/files/omb/memoranda/2012/m-12-14_1.pdf
http://www.data.gov/communities/education
http://www.data.gov/communities/education

26 One way to run a tiered application process is to ask ap-

plicants to submit a short application for review against
a subset of selection criteria, applications are reviewed
and then a portion of these applicants are invited to
submit a full application for review against all of the se-
lection criteria. One way to run a tiered review process
is to have applicants assessed only against a subset

of selection criteria (for example, those related to evi-
dence and evaluation), and then just the top rated ap-
plicants are moved forward to full review against all of
the selection criteria. A tiered review process has been
implemented in the past for i3 development applicants,
and a tiered application process has been implemented
in the current i3 competition for development grants.

27

As Daniel Stid noted in his Washington Post op-ed “The
Social Services Industrial Complex,” “The dirty little se-
cret of the social sector is that once government money
starts flowing, the nonprofits that have advocated for it
and/or who are benefitting from it have a vested inter-
est in keeping it going, even as evidence shows “weak
or no positive effects.”
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