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THE ALPSIB PROJEC T started in 2015, initiated by a 

group of individuals belonging to public and private 

organizations from Austria, France, Germany, Italy 

and Slovenia. They had been impressed by the poten-

tial revolution and smart mechanism of Social Impact 

Bonds (SIBs): funding outcomes rather than outputs, 

enhancing providers‘ performance through impact  

assessment, bringing investors‘ economic resources 

and know-how into the social field.

It was clear that SIBs were gaining momentum; part-

ners at regional and local levels were encouraged to 

align with innovative national policies or European 

trends. What was still unclear at that time was how 

to transfer innovation to regional and local levels, un-

der different conditions, and how to involve local and 

regional actors (public authorities, investors, and so-

cial enterprises/organizations) in this “groundbreaking 

process” and catalyzing it through their contribution. 

How to develop the territorial capacity of leading, 

managing and measuring social impact through this 

new policy instrument?

The AlpSIB project was conceived to address these 

problems and thereby promote SIBs in the alpine  

region.

THE SECOND CHAPTER aims to give a broad overview  

of the actual conditions, as well as future obstacles and 

opportunities of social impact bonds in the alpine region. 

2.1. AUSTRIA  | Austria has a strong welfare state, offer-

ing several services for its population. However, even in 

a strong welfare state, not all people can be reached 

through standard initiatives. The total number of NEETs 

(youth not in education, employment or training) is 

about 9.3%, compared to 15.3% on average in the EU, 

looking at the 15-24 year-olds.

In its working program 2013-2018, the Austrian govern-

ment showed a deep interest in Social Impact Bonds 

and Social Impact Investing. It announced the promo-

tion of innovative approaches through SIBs in order to 

face the current challenges in welfare policy, close any 

gaps and strengthen social cohesion in Austria with new 

initiatives.
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Although the government commented positively about 

SIBs, these are still rather unknown by stakeholders in 

Austria. Therefore, a crucial first point is the communi-

cation about Social Impact Bonds in general. So far, one 

SIB pilot project, named “Perspektive: Arbeit” which 

lasted from September 2015 until August 2018, was 

conducted in Upper Austria.

Stakeholders that were involved in the AlpSIB  

project highlighted a fear of erosion of the welfare state due 

to privatization. That is why SIBs must be clearly commu-

nicated as additional instruments to state intervention. 

2.2 FRANCE  | Welfare policy is a national responsibili-

ty in France, articulated around the public insurance 

system (Sécurité sociale). The French welfare policy 

includes all target groups. In past years, an increasing 

effort has been undertaken for seniors. The NEET rate in 

France is 13.5 % and thus a little lower than the EU aver-

age of 15.3%. In 2016, there was a first call for proposals 

to be funded via SIBs by the government of France. Out 

of this process, thirteen projects have been selected, 

ten have been structured or are under construction of 

which four have been signed by the beginning of 2019.

The centralized political system in France triggers chal-

lenges and opportunities for SIBs: On one hand, the 

centralized system enables larger scale SIBs with larger 

providers represented in the whole territory and Minis-

tries refunding the projects. On the other hand it does 

not facilitate bottom-up approaches from the regions as 

it is difficult to convince ministries or investors to partici- 

pate in solving a local issue.

2.3 GERMANY  | Although Germany is a welfare state, 

there are people who are hardly, or not at all, reached 

(any more) by standard social security measures, edu-

cation, and the apprenticeship system. There are more 

than 550.000 NEETs in Germany. This means just a NEET 

rate of 8.7 % compared with the EU average of 15.3 %. 

Also, in the group of senior citizens, there is a need for 

action: More than one million of the generation aged 50 

and above cannot make a living on their own. SIBs are 

a powerful way to provide a safety net for these people 

while saving money.

Decisions about social policies are not made exclusively 

by the national government, but also at state level or 

even local level. The very complex legal framework in 

Germany leads to great insecurities among representa-

tives from different local bodies – particularly with re-

gard to personal liabilities.

German budgetary law underlies the principle of eco- 

nomy. This implies that potential savings of a new action 

have to be demonstrated beforehand. This is why the 

measurement of the project‘s impact is a crucial point 

in the contract design (as will be examined in chapter 3).

Until today, three SIBs have been or are being conducted 

 in Germany.
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2.4 ITALY  | Literature considers the Italian welfare 

system as representative of the so-called FAMILISTS  

models, in which intra-family and inter-family relation-

ships are intense and extensive, and the family acts as a 

social shock-absorber for meeting the needs of its mem-

bers. In this system, the state intervenes only in a subsid-

iary manner when the family has not been able to fulfill 

its task. In this model the public services system is not 

properly developed.

In the early 2000s, a new Framework Law on social poli- 

cies and a Constitutional reform completely modified 

the territorial distribution of competences in the field of 

welfare. According to the principle of subsidiarity, they 

aimed at regional re-organization (mainly decentraliza-

tion) and increased social participation, reinforcing the 

role of private actors and civil society organizations in the 

creation of a mixed welfare system.

In 2017, the NEET rate was 25.5 % compared to the aver-

age of the EU 14.7 %. Italy obtains the supremacy among 

the 28 EU countries with a percentage of elderly citizens 

over 65 (21.4% ahead of 20.8% of Germany and 20.5% 

in Greece). The general dynamics of growth of the over-

65 population over a decade confirms the importance of 

foreseeing and implementing effective and innovative in-

terventions in favor of the elderly.

Until today, it is not possible to report a complete SIB initia-

tive. Nevertheless, there are different stakeholders, par-

ticularly public organizations, as well as regional represen-

tatives,  who express interest in implementing SIBs in Italy. 

2.5 SLOVENIA  | When it comes to the estimation of SIBs 

in Slovenia, the Slovenian AlpSIB-team describe a pro-

found mistrust of former governments from the public 

towards Social Impact Bonds, as Slovenia has a strong 

and well-functioning welfare system and there is a fear 

that SIBs will lead to the monetization of welfare work.

The NEET rate in Slovenia is, with 12.3%, below the EU 

average of 14.8%, as of 2015. Furthermore, Kump et al. 

address the 30-35 age group, who were the most affect-

ed by the unfavorable labor market which has resulted 

from the economic crisis. Therefore, the authors plead 

for an inclusion of 30-35 years old in the NEET group of 

Slovenia.

The strong welfare system in Slovenia is one of the rea-

sons why no SIBs have been realized so far. For most of 

the relevant stakeholders the system of Social Impact 

Bonds is still unknown, although SIBs were presented 

and an initiative for pilot SIB schemes in Slovenia was 

already given by Fund 05 – Foundation for Social and 

Impact Investment in 2010 at the 1st Social Economy 

Days in Ljubljana. Moreover, it is unclear whether cur-

rent Slovenian legislation supports SIB implementation 

at all. Hence, more research on this topic is needed.

2.6 COMMON ELEMENTS AND INTERMEDIATE RESULTS 

Chapter 2 identified vastly differing constraints for SIBs 

in Austria, France, Germany, Italy and Slovenia on a ju-

diciary level. All states share massive insecurity with re-

spect to the feasibility of SIBs under current legislation. 
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For an effective implementation of SIBs in individual 

states, the establishment of a political and legal frame-

work is required. Moreover, structures that reduce the 

individual costs of a SIB have to be established in order 

to make them attractive in the long term.

A crucial point for the success of a SIB is the evaluation 

and impact measurement. Therefore, the development 

of efficient impact measurement tools is of high impor-

tance when designing the contract. Actually, there is a 

lack of systematic evaluations.

Another main task is the communication of stakehold-

ers at the beginning of a new SIB. To avoid misunder-

standings during the realization, it takes time to get to 

know the different mindsets, and to start to understand 

each other and to find reasonable compromises.

IN THE INTERNATIONAL DISCUSSION, the question of 

how to reduce transaction costs of a SIB keeps coming 

up. One side says that with a fixed number of investors, 

a single contract model, and a customized approach, 

processes can be simplified and ultimately financial sav-

ings in transaction costs and ongoing costs are possible. 

The other side argues that the flexibility and the individ-

ual adaptability to the needs of the target group are el-

ementary components and not least the success factor 

of a SIB. We see the greatest potential of SIBs in these 

possibilities of individual adaption.

Chapter 3 is based on the work of Social Finance 

(2013), “A Technical Guide to Developing Social Im-

pact Bonds” and the eight steps it takes in building  

a SIB.

3.1.1 DEFINING THE SOCIAL ISSUE AND THE TARGET 

POPULATION  | As the propensity to invest increases 

when a background, personal passion or involvement is 

created, investors and financiers need to be involved in 

choosing which social problem to tackle.

The identification of the social problem is closely con-

nected with the definition of the target group. Of 

course, access to the target group is important as well 

as the ideal size of the target group – also with regard to 

the evaluation in the later stages.

3.1.2 DEFINING THE INTERVENTION  | In general, pre-

vention-based services should be offered by a SIB. 

Interventions of a preventive nature are suitable for 

embedding in a SIB because they avoid cost-intensive 

reorganization measures and, thus, offer governments 
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a financial incentive to participate in a SIB with interest. 

Evidence-based interventions with a track record are 

also ideally suited for SIBs. Moreover, scalability plays 

an important role within the decision of the appropriate 

intervention.

3.1.3 DEFINING THE OUTCOME METRIC  | It is much eas-

ier to measure the success of an intervention by input/

output other than by outcome. However, there are 

good reasons why measuring by outcome should be 

preferred. Input- or output-oriented contract types may 

increase the risk that service providers cut their costs 

and then only the most necessary aims will be reached. 

Those NEETs who are particularly difficult to reach and 

who, at the same time, are most dependent on help, fall 

into the trap. That is why commissioning by outcomes is 

the best way of doing this within SIBs.

To develop an Outcome Metric, five steps are necessary: 

  STEP 1. Identification of outcomes – selecting and  

defining the outcomes. 

  STEP 2. Establishing a baseline or counterfactual.  

  STEP 3. Evaluation of outcomes. 

  STEP 4. Measuring and attributing the impact. 

  STEP 5. Evaluation of impact.

3.1.4 BUILDING THE BUSINESS CASE  | The so-called 

five-case model is often heard in connection with the 

development of the business case. This includes five 

dimensions that are necessary for a functional busi-

ness case: the strategic case, the economic case, the 

commercial case, the financial case and the manage-

ment case.

The process of creating a business case departs from 

three steps. In the first stage, the scheme needs to be 

scoped and the Strategic Outline Case (SOC) must be 

prepared. Stage 2 is focused on planning the system 

and preparing the Outline Business Case (OBC). The 

third and final stage in the development of a business 

case is the procurement of the solution and prepara-

tion of the Full Business Case (FBC).

3.1.5 CALCULATION AND PROGRAM DESIGN | The va-

riety of service providers and contracts risks losing 

track of the overall costs of program delivery, includ-

ing transaction costs, infrastructure and overheads. A 

sound understanding of this is essential for a SIB. De-

veloping an indicative budget for the services provided 

therefore determines the amount of funding that must 

be raised by the investors. At the beginning, a detailed 

DEFINING THE OUTCOME METRIC

DEFINING THE INTERVENTION
BUILDING THE BUSINESS CASEDEFINING THE SOCIAL ISSUE

DEFINING THE  
TARGET POPULATION
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estimate of the number of users of a service provided 

by a SIB is required. From this a detailed operational 

plan can be created.

The calculation and determination of the payment 

mechanism is also part of the calculation of a SIB. The 

payment mechanism should describe in detail how the 

success of an intervention looks and is measured. Fur-

thermore, a tariff is set for each partial success and spec-

ified when and how much it will be repaid to the investors. 

3.1.6 HANDLING THE PROCUREMENT | Handling the pro-

curement process in outcome-based commissioning 

may generate some challenges. Many different parties 

with different interests have to work together, based 

on a contract and the aim of generating outcomes for 

getting returns on the investment. At the same time, 

commissioners and service providers have to work 

more together like in a collaborative partnership than 

in other contract forms.

Access to the same information during a procurement 

process is one of the most complicated stadiums in the 

whole process. The commissioner should make sure to 

offer information to all suppliers and not just to those 

that are involved since the first steps.

Getting real competition during a procurement process 

is a challenge. A SIB is a rather new tool where in most 

cases only a few providers can deliver the right service 

for achieving an innovative solution. That is why an 

open tender process will not receive many bids. A re-

stricted procedure, competitive dialogue, negotiated 

procedure and innovative partnership are alternative 

main procurement routes. The Innovative Partnership 

is particularly suitable for embedding in a SIB.

3.1.7 CONTRAC TING OF THE SIB | As with the procure-

ment, there are also different types of contracting a 

SIB. It‘s possible to make a direct contract or a so-

called SIB with Special Purpose Vehicle (SPV), an in-

termediated SIB or a fund-managed SIB. Which type is 

the best ought to be discussed and decided on a case-

by-case basis. There are, however, a few key terms 

such as a statement of shared aims, contract duration, 

payments and the investment amount, as well as de-

fault and termination of the contract that should be 

included in every SIB contract.

SIB DEVELOPMENT PROCESS (SOCIAL FINANCE, 2013)

CONTRACTING OF THE SIB IMPLEMENTATION & COMPLETION
CALCULATION &  

PROGRAM DESIGN
HANDLING THE  
PROCUREMENT
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NOT JUST IN THE ALPSIB STATES, but in almost every  

member state of the European Union, SIBs are still in 

the early stages of development. The only exception is 

the UK which takes on a pioneering role regarding SIBs 

in the EU.

In the last years, the EU institutions have made some 

efforts in fostering SIBs and other forms of social impact 

investing in the EU. However, these efforts are far from 

sufficient.

So the AlpSIB states formulated a “wish list” to political 

authorities which contains concrete measures that may 

help to establish Social Impact Bonds as a mass-suitable 

financing instrument.

THE FOLLOWING REQUIREMENTS ARE MENTIONED:  

  A  Strengthen the commitment of different stake-

holders by affirming the rationale and the legitimacy of 

SIBs, by developing a common language, by transnational 

co-operation and mutual learning and by political backing.  

  B Support piloting by the coverage of transac-

tion costs, by discovering and supporting initiators and 

through technical assistance for governments. Further-

more, defining standardized models could be another 

way to support piloting.

  C  Foster mainstreaming by reviewing public procure-

ment policies and procedures through the harmoniza-

tion of practices and by increasing complexity and size 

over time. 
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