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Ambitious public sector commissioners, highly motivated social entrepreneurs, fresh private 

capital and robust impact measurement: Social Impact Bonds bring about unlikely partnerships 

aimed at solving deep-seated social problems. But despite good results, the approach is 

struggling to take off in Germany. Drawing on two pilot projects and a number of feasibility 

studies, we analyze the purpose, added value and current limits of an innovative idea. 

 

 

Connecting factor 

Social impact bonds (SIBs) are multistakeholder 

partnerships in which actors from different sec-

tors join forces to solve a specific social problem. 

Designed to provide public sector commissioners 

and their contracted social service providers with 

new resources, their aim is to deliver what were 

previously deemed unreachable outcomes in the 

interest of their designated target groups.  

 

To this effect, SIBs link the seemingly disparate 

worlds of impact investing, the welfare state and 

the social services system. They do this by brin-

ging together a new generation of investors 

seeking to deploy their funds to bring about 

measurable social impact, with public sector and 

social economy actors seeking to strengthen and  

expand their ability to act within established 

structures. 

 

British invention 

The origins of this approach can be traced to a 

report published by a specialist taskforce in the 

UK, commissioned by the country’s Labour gov-

ernment more than two decades ago. Its aim 

was to explore how profound social challenges 

might be addressed through new forms of cross-

sectoral collaboration. 

 

A key assumption was that state-funded efforts 

to combat social problems were limited, owing in 

large part to the risk aversion that reasonably un-

derlies public action when formulating new ambi-

tions for social outcomes. 
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At the same time, the considerable potential to 

draw on innovative solutions and strategies from 

other fields when addressing societal concerns – 

especially those of the private sector and civil so-

ciety – had not been fully exploited. 

 

Managing risk 

One key question lay at the heart of these dis-

cussions. Why could entrepreneurs who took 

risks to develop and disseminate their ideas be 

provided with venture capital by specialized fi-

nancial intermediaries, while social services pro-

viders that wanted to draw on their experience to 

break new ground lacked access to similarly 

powerful financial instruments? 

 

Against this background, Social Finance UK, a 

London-based organization made up of experts 

from the financial, public administration and so-

cial services sectors, developed the basic logic 

of the SIB. In this model, impact investors pro-

vide advance funding for the testing of a novel 

social intervention – specifically, one not yet eli-

gible for regular state financing – with a view to 

achieving a clearly defined social impact desired 

by public sector commissioners. 

 

Repayment by commissioners typically takes 

place after the passage of a period of time, and 

only to the extent that the desired impact can be 

shown to have taken place. Impact investors 

thus act as advance funders and insurers of a 

government-desired service. If the social inter-

vention proves successful, it can be further ex-

panded using regular funding. Investors are re-

munerated for the use of their funds via an 

agreed rate of return on their capital. In return, 

they shoulder the financial risk, or part of the risk, 

should the intervention fail. 

 

A key role in this setup is played by a so-called 

intermediary, who is responsible for structuring 

and managing the intervention. The first SIB was 

conducted in the field of criminal justice and 

aimed to reduce reoffending. Other areas of ac-

tivity have included children and youth services, 

health and education.

Idealization and harsh critcism 

SIB partnerships have been piloted inter- 

nationally since 2010. Proponents see this novel 

conjoining of perspectives as an opportunity to 

mobilize additional resources to address com-

plex societal challenges successfully. The appeal 

lies especially in bringing impact – as opposed to 

mere activity – decisively to the forefront of social 

sector work. 

 

In addition, advocates point to the unprece-

dented way in which the model unites the 

interests of public sector commissioners, social 

services providers and impact investors, all of 

whom benefit from the successful piloting of the 

social intervention. For many, bundling different 

competencies and indeed systems in this man-

ner symbolizes a paradigm shift in solving the 

social challenges of the 21st century. 

 

Critics see the involvement of impact investors, 

and specifically the practice of ascribing concrete 

monetary value to social outcomes, as the epi-

tome of social sector economization. According 

to this view, the conception of impact underlying 

SIB partnerships cannot account sufficiently for 

the complexity and importance of social work, 

and turns critical social problems into investment 

objects for private investors. Such critics argue 

that the state’s responsibility for its citizens is 

thereby weakened rather than strengthened. 

They point to alternative measures that would 

strengthen the state’s ability to provide essential 

services. 

 

Cautiously optimistic observers, on the other 

hand, see SIB partnerships as features of the 

welfare state of the future, in that it outsources  

financial and political risks to private actors as 

part of a broader, impact-oriented recalibration of 

welfare systems. Such a state, they argue, 

knows how to use private actors strategically for 

its own modernization process. 

 

What is undisputed is the complexity of this type 

of collaboration, with experts from very different 

analytical and practical frameworks sitting at the 

same table to jointly pursue an ambitious impact 

goal with full transparency. The need for insights 
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drawn from practical experience is correspond-

ingly great. 

 

Bertelsmann Stiftung hypothesis 

Based on consultations with experts in the social 

services sector, the financial sector and the pub-

lic sector, and working with an expert advisory 

board that examined the feasibility of impact in-

vesting instruments in Germany, the Bertels-

mann Stiftung developed a hypothesis regarding 

the potential benefits of SIBs in the German con-

text. 

 

At its root, the assumption was that SIBs – like 

impact investing more generally – could serve as 

a complementary resource that strengthens the 

state’s ability to perform its duties. Specifically, 

SIBs could contribute to more innovation, more 

prevention, more scaling of successful ap-

proaches and overall a greater impact orientation 

in social services activities. In particular, they 

could help reach target groups whose challenges 

have not been effectively solved to date. 

 

The most important goal of implementing a SIB 

partnership, in this hypothesis, is that of effecting 

a sustainable improvement in the living condi-

tions of people with support needs. As a possible 

incentive and positive side effect for public sector 

commissioners, SIBs may have budgetary bene-

fits for the contracting public agency, for instance 

by reducing or eliminating follow-up costs, thus 

allowing the resulting savings to be reinvested in 

further social work. However, such effects should 

not be regarded as the primary motivation for 

drawing on SIBs. 

 

Prevention and innovation in practice 

This review looks specifically at two SIB pilots  

initiated by the Bertelsmann Stiftung, respec-

tively implemented in the city of Mannheim and 

the district of Osnabrück over the five-year pe-

riod from 2017 through 2022. Analyzing these 

experiences allows a set of nuanced findings to 

be derived for the German context. Below, we 

describe each of these SIB partnerships, and 

then discuss the experiences with reference to 

purpose, added value and obstacles. 

 

Faster family assistance in Osnabrück 

As part of a SIB partnership, the district of Osna-

brück (LKOS) carried out a pilot project to 

strengthen prevention in the field of child and 

youth welfare. The target group was families with 

a legal entitlement to family assistance support 

through the German government’s Hilfe zur Er-

ziehung (HzE) program resulting from a need for 

support due to family-related challenges. The 

technical purpose of the SIB was to test the  

evidence-based Triple P parenting courses, 

which had proved effective in other contexts, as 

an alternative to traditional forms of HzE, and 

thus as a more individually tailored support  

option for comparatively low-intensity cases. 

 

The goal of the SIB was therefore to generate 

evidence that families in need of assistance 

could receive faster, less invasive, and thus  

better support as compared to the conventional 

offers of assistance using regulated state finan-

cing. 

 

Initial financing for the project was provided by 

the Sparkasse Bersenbrück, a local bank. 

Phineo gAG, a nonprofit organization and Ber-

telsmann Stiftung spin-off with expertise in the 

areas of impact-oriented project management 

and impact investing, as well as in the implemen-

tation of complex projects, acted as intermediary, 

and thus as the project’s developer and coordi-

nator. 

 

During the project period, 33 families with a claim 

to HzE support were selected by the LKOS for 

participation in the parenting courses. The social 

services provider, Lega S Jugendhilfe, was 

trained by Triple P and subsequently conducted 

the parenting courses with the families. The suc-

cess of the courses was determined on the basis 

of clearly defined criteria, with participants given 

questionnaires on specific subjects at several 

measurement points. Another factor was the ex-

tent to which a given family again sought HzE 

within a follow-up period of one year after com-

pletion of the course. 
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The results showed that more than two-thirds of 

the families experienced measurable and long-

term improvement in their family situations.  

Under the terms of the SIB partnership, this 

demonstrated impact resulted in full repayment 

of the advance funds provided by Sparkasse 

Bersenbrück. The LKOS was also able to realize 

significant cost savings on the successful cases 

as compared to conventional HzE, which allowed 

interest to be provided on the advance funding. 

 

As a result of the SIB partnership, the LKOS has 

today incorporated the evidence-based Triple P 

parenting courses into the range of support ser-

vices regularly offered by the state. 

 

 

Better educational opportunities in Mannheim 

As part of a SIB partnership, the city of Mann-

heim conducted a pilot project aimed at impro-

ving educational opportunities for children at a 

primary school. The technical purpose of the SIB 

was to test the extent to which targeted support 

services could enable primary school students 

with a migrant background to reduce learning 

gaps as compared to their peers without a mi-

grant background, and on this basis, enhance 

their aptitude for a university-preparation school 

track (Gymnasium). 

 

The goal of the SIB was therefore to help decou-

ple this target group’s educational success from 

its social background. The chemical company 

BASF provided advance funding for the project  

as part of its corporate citizenship activities in the 

region. Phineo acted as intermediary for this pro-

ject as well. 
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The objective formulated by the city of Mannheim 

was addressed through the use of an integrative 

school campus (ISC), the first time this model 

had been employed in the city. This entailed a 

combination of different measures that had sepa-

rately been shown to be effective in other circum-

stances. 

 

These included the promotion of cognitive skills 

in German and mathematics, as well as the en-

hancement of the students’ personal and social 

skills through participation in after-school clubs 

and via individual support from mentors. In addi-

tion, teachers received further training, and par-

ents were offered supportive guidance. 

 

An evaluation performed after two cohorts (ap-

proximately 150 students) had been through the 

program suggests that the desired effects were 

partially to substantially achieved within the tar-

get group. 

However, the intended quantitative impact meas-

urement was not used for the final evaluation of 

the ISC project due to the severe impact of the 

coronavirus pandemic, which interrupted the  

regular schooling process. 

 

Due to these external circumstances, the SIB 

partnership was not able to provide proof of  

impact measured on the basis of the objectives 

formulated by the city of Mannheim. However, 

those elements of the ISC that were shown to 

have had a positive impact were continued in the 

school and drawn upon by the city of Mannheim 

in its wider work in the field of education.  

 

The city and BASF agreed to a partnership-

based impact-neutral repayment structure, in 

which each paid half of the costs associated with 

the ISC. 
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Purpose, added value and limits 

The SIB projects in the district of Osnabrück and 

the city of Mannheim demonstrate that SIB part-

nerships in Germany can be launched and 

steered to a successful conclusion. These expe-

riences, along with those provided by feasibility 

studies assessing other possible applications, 

provide an estimation of the success factors for 

SIBs. 

 

These can be structured into (1) purpose (i.e., 

suitable use cases for SIB partnerships); (2) 

added value (i.e., positive impacts for local eco-

systems that extend beyond the outcomes of the 

individual operational SIB); and (3) obstacles 

(i.e., current limitations as measured against the 

expectations discussed above). 

 

Purpose of SIBs 

A project’s suitability for a SIB partnership can be 

determined first on the basis of criteria applied by 

the intermediary (see figure 3). The role of the in-

termediary is to structure and negotiate the SIB 

partnership so that it is deemed acceptable to 

each of the stakeholders involved, that is, public 

sector commissioners, the social services pro-

vider and the impact investor. 

 

From the perspective of public sector commis-

sioners, in turn, experience has shown that there 

are three different sets of circumstances in which 

a SIB partnership may generally be seen as a 

feasible option. 

 

Considering these in combination with the inter-

mediary’s criteria allows for a decision to be 

made on a given implementation’s potential legit-

imacy.  

 

Green field: Test of preventive, innovative in-

terventions with the aim of achieving sub-

stantive improvements in service delivery 

The public sector is relying on a SIB partnership 

to fund a promising but as yet untested solution 

in the area of voluntary government services. 

The SIB partnership thus results in the imple-

mentation of an additional intervention that would 

not otherwise have been in the offing, or makes it 

possible to implement an intervention planned as 

an supplementary offer with increased impact 

orientation and correspondingly increased pro-

spects of success. Examples of this use case in-

clude the SIB pilot in Mannheim, which is aimed 

at improving the educational opportunities of pri-

mary school students, and the first SIB pilot in 

Germany in Augsburg, which had the goal of 

helping people make the transition from school to 

work. Further feasibility studies were conducted 

in the fields of loneliness and early childhood 

prevention, among others. 

  

Figur 3:  SIB criteria from the intermediary’s perspective 

Suitability of 

the problem 

description 

• Clearly defined, sufficiently large and reachable target group 

• Relevant social problem with aspects that are currently unaddressed 

• Clearly measurable social impact 

• Identifiable financial impact 

Suitability of 

the interven-

tion 

• Intervention has high degree of scalability and replicability 

• Evidence that intervention offers strong impact potential 

• Intervention as locally implemented has high level of innovation  

• Experienced, professional and impact-oriented social services pro-

vider 

Economic re-

quirements 

• Willingness on the part of public sector commissioners to use impact-

oriented repayment model 

• Flexibility to provide impact-oriented investors with a premium ade-

quate to the risk 
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New flexibility: Test of preventive, innovative 

interventions with the aim of delivering ser-

vices that are substantively improved and 

more economical 

The public sector sets out on a SIB partnership 

with the goal of increasing efficiency both within 

and outside the existing realm of regular govern-

ment service funding. Such efficiency gains 

could be achieved in particular through innova-

tive and/or preventive alternative measures. The 

goal of the SIB partnership is thus to improve ex-

isting offerings. The SIB pilot in the district of Os-

nabrück, intended to strengthen prevention in the 

context of family assistance, is an example of 

this use case. The topic of helping children suc-

cessfully return to their families after a period in 

care was also explored. 

 
Scaling up: Expansion of preventive, innova-

tive interventions with previously demon-

strated value 

The public sector pursues a SIB partnership in 

order to expand an intervention that has been 

previously recognized as effective, but which has 

not yet received sufficient public funding to be 

rolled out further. This is most likely to occur in 

the area of voluntary service provision. The SIB 

partnership is thus designed to integrate highly 

successful state or philanthropically funded pilots 

into the public funding framework. This often in-

volves working with successful social enterprises 

hoping to roll out their services.This use case 

has been trialed in the fields of crime prevention 

and labor market integration, among others. 

 

Added value of SIBs: Impact within 

the ecosystem of participating actors 

 

Ambitious objectives and increased focus on 

impact 

While public sector commissioners are funda-

mentally responsible for identifying the impact 

objective, its final form will be the result of an in-

tensive development process with the project 

stakeholders. The final results are therefore likely 

to draw on a well-founded logic model, thereby 

achieving an appropriate balance between ambi-

tion – for example through the addition of new 

impact criteria – and realism. 

The increased focus on impact also implies that 

the success of the intervention to be tested will 

be measured on the basis of observable 

changes, or so-called outcomes, rather than by 

operational metrics. The field of impact manage-

ment, in which key data is used to assess a pro-

ject’s progress, is often new to project stake-

holders. 

 

During the course of the project, all participants 

share responsibility for successful implement- 

tation. Impact-oriented project management is 

carried out on the basis of the impact data, with 

project activities adapted to achieve the desired 

target group results as part of a continuous 

learning process. 

 

Budgetary effects 

The preventive and innovative nature of the inter-

vention being tested often allows for more eco-

nomical service delivery. For example, positive 

budgetary effects can result from the elimination 

of follow-up costs or the potential for long-term 

future savings on a broader societal level. While 

the former are readily calculable, at least within 

the framework of a model, the latter are less 

easy to quantify at the time of SIB implementa-

tion. 

 

However, experience shows that even the quan-

tifiable savings for a public agency play only a 

secondary role as an incentive factor for a SIB 

partnership, since public-sector activities are in 

any case subject to the principle of economic  

efficiency. The added value of potential savings 

materializes only in combination with a substan-

tive improvement in service delivery. 

 

If, as a result of a successful intervention, there 

is in fact a reduction in expenditure on the part of 

the public sector, or if the impact-oriented repay-

ments are redeployed by the impact investors, a 

cycle of prevention can be set in motion. This 

took place in the district of Osnabrück, for exam-

ple, as public sector commissioners used its cost 

savings to provide further preventive services for 

families in the district, while Sparkasse Ber-

senbrück again used its risk premium for charita-

ble purposes. 
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Incentive for new forms of cooperation 

The SIB model is designed to activate new part-

ners to help address persistent social problems. 

The resulting partnership between stakeholders 

from different sectors provides an opportunity to 

integrate new expertise and resources.  

 

With regard to expertise, actors or service pro-

viders with the same objectives can be brought 

together to solve a problem by joining forces to 

engage in coordinated, mutually reinforcing  

activities. This is closely related to the principle 

of collective impact, a concept developed in the 

nonprofit world used to describe collaborative  

efforts to bring about systemic change. 

 

With regard to resources, impact investors can 

provide a source of advance funding for preven-

tive and innovative interventions. To be sure, 

these funds must be repaid by the public sector 

in the event of project success, and this repay-

ment may also include a return on the initial capi-

tal. Thus, the model can ultimately lead to inter-

vention costs comparable to those associated 

with conventional project financing. However, the 

SIB partnership can also increase participants’ 

willingness to cooperate and enhance their im-

pact orientation and thus boost the overall proba-

bility of success. 

 

In addition, from the perspective of the public 

sector, the involvement of the intermediary can 

professionalize and/or outsource essential and 

costly tasks such as impact-oriented project 

management. 

 

Outcourcing of risks borne by the public sec-

tor 

From the perspective of the public sector, a SIB 

partnership can shift project risks associated with 

the initial implementation of a preventive or inno-

vative measure to other participating stakehol-

ders. 

 

The principle of impact-based repayment, under 

which public sector commissioners pay only for 

the impact that has been achieved, means that 

especially the financial risks of implementing the 

intervention can be transferred to impact inves-

tors. 

Impact management by the intermediary miti-

gates implementation and impact risks thanks to 

continuous impact-oriented project management, 

while also enabling an ongoing, flexible and 

pragmatic process of learning and improvement. 

 

Sustainable impact 

A SIB partnership drives change at different  

levels. The focus is on the positive impact within 

the target group, with the goal of ensuring that 

this impact lasts as long as possible. When de-

termining the project duration of a SIB partner-

ship, follow-up periods of reasonable length are 

built into the plan in order to determine whether 

the impact has proved sustainable. However, the 

ability to develop a truly long-term view is limited 

by the natural project end of the SIB partnership. 

 

Ideally, if the desired effects of an intervention 

are confirmed by a SIB partnership, the measure 

will be integrated into the public agency’s regular 

set of services. In this way, after the conclusion 

of a SIB, interventions can be rolled out more ex-

tensively, and the target group can be better 

served across a broader geographical region. In 

the absence of sufficient evidence of impact, pro-

ject participants can at least gain valuable insight 

into providing services for the target group, even 

if the critical threshold for expanding that particu-

lar model has not been reached. 

The characteristics of cooperation that distin-

guish a SIB partnership can inspire participants 

in their further work. For example, it is both con-

ceivable and desirable that participants will take 

what they have learned about impact orientation, 

a concept inherent to the SIB model, and apply 

these insights to future projects, even after the 

partnership has ended. 

Obstacles to the development of SIBs 

 

High project management costs 

Creating a SIB partnership at the time of writing 

requires intensive initiation work. In addition, the 

development and management phases for pro-

jects typically spanning several years require a 

significant outlay of funds, as these stages re-

quire external support by a highly specialized in-

termediary. 
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The intermediary performs a number of develop-

ment and administrative functions that generate 

costs. Regarding development, the intermediary 

is responsible for the design of the intervention, 

contract negotiations with the public sector 

agency and the social services provider, the ac-

quisition of a social investor, and the integration 

of the new intervention into existing processes. 

Regarding the administration of a SIB, these de-

rive from functions including reporting, impact 

management, financial management, supervision 

of the measures’ operational implementation, in-

ternal and external communication, and further 

external evaluation if necessary. 

 

As yet, it has not been possible to develop a via-

ble business model for such intermediary ser-

vices. This means that a significant financial 

commitment from civil society actors such as 

foundations is required to develop and imple-

ment such services. Looking ahead, this state of 

affairs is not sustainable. 

 

There are several possible approaches to redu-

cing costs of this nature. For instance, increased 

financial and institutional assistance could be 

provided to intermediaries with existing technical 

knowledge of the relevant field, with the goal of 

allowing them to support the public sector more 

efficiently during the project-development pro-

cess. Ideally, the public sector commissioners’ 

vision would be translated quickly into realistic 

implementation proposals. 

 

Individual aspects of the development and pro-

ject management costs, such as legal issues 

arising in the context of SIB development or the 

use of digital tools to aid impact measurement, 

could certainly be optimized and standardized 

based on prior experience. However, a SIB part-

nership is by definition unique with regard to its 

core content – that is, its set of specific objec-

tives and the design of its intervention – and 

there is thus limited potential for replication. 

 

The provision of public funding to enable suc-

cessful pilot projects (e.g., through technical as-

sistance or the co-financing of impact-oriented 

repayment contracts) is now a widespread inter-

national practice, known as “outcome funds.” 

These are in principle conceivable in Germany, 

too, for example with the support of EU money 

from structural funds, as is already being done in 

Finland, Portugal and the Netherlands. 

 

Another helpful approach would be to establish a 

specific point person on the side of the contrac-

ting public agency for the often resource-inten-

sive project development work, thus taking the 

burden off decision-makers who are typically 

heavily involved in day-to-day departmental busi-

ness. 

 

Lack of acceptance of private funding  

The use of private funding to deliver government 

services remains controversial in some circles. 

The basic idea of outsourcing risks from the pub-

lic sector to private funders of any kind is still rel-

atively unfamiliar within the social services 

arena. 

 

Specifically, critics fear that the state will lose its 

ability to control the quality of services, and that 

state responsibilities will be shifted to the private 

sector. However, it should be noted here that in a 

SIB partnership, the balance of power can be 

very precisely monitored, thus preserving public 

sector commissioners’ independence and con-

trol. 

 

Another concern is that the intervention could 

also be financed using public funds with a lower 

cost of capital. Here again, it should be noted 

that in this case the full project risk would have to 

be borne by the state, and other benefits such as 

increased impact orientation, flexibility and inno-

vation capacity would be lost. 

 

Providing a return on investment in the event of a 

demonstrably achieved impact, in the sense of a 

risk/success premium on the funds invested, also 

seems to be less widely accepted in Germany 

than in Anglo-Saxon regions. In particular, 

providing a market rate of return that corre-

sponds to projects carrying similar levels of risk 

is often ruled out in the public sector environ-

ment. 
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By contrast, concepts carrying a lower rate of re-

turn – for example, no higher than the level of in-

flation – or with an entirely philanthropic orienta-

tion are more widely accepted. In this respect, 

philanthropic donors and impact investors are 

needed who are willing to partially forego finan-

cial returns for the sake of impact. 

 

Beyond the appropriate risk-return profile, experi-

ence has shown that it is important for the con-

tracting public agency to involve a suitable part-

ner – that is, one that has comparable values 

and attitudes. 

 

Lack of demand 

Given the significance of the social challenges 

public sector commissioners are faced with on a 

daily basis, SIBs can, at a certain level of ab-

straction, nearly always appear to provide the 

leverage to test innovative and preventive solu-

tions. However, the objective criteria of the inter-

mediary in combination with the real needs of 

public sector agencies as set out above rarely re-

sult in a “perfect use case” – that is, a situation in 

which a SIB partnership, including all the addi-

tional expenses, represents a solution that is 

clearly more attractive than a conventional ap-

proach. 

 

A particular risk-reward profile is required to jus-

tify a SIB partnership: the prospect of clear im-

pact gains, along with a real risk that the project 

will not be successful. Due to the relatively low 

risk profile in the “scaling up” scenario described 

above, for instance, the additional expenses, in-

cluding interest payments to be made in the 

event of project success, were in almost all 

cases seen as unjustified from the public sector’s 

point of view. 

 

Even in the presence of an appropriate risk-re-

ward profile, experience suggests that the pre-

vention gains and public-sector cost savings 

should not be spread too broadly across different 

departments or levels of government. For public 

sector commissioners, the economic incentive 

should fundamentally be sufficiently large, while 

coinciding with a clear area of responsibility. 

  



 

 

Page 11 

Sustainable Social Market Economy | Policy Brief 2023 | 03 

Conclusions 

The creation of cross-sectoral partnerships that 

bring together ambitious public sector commis-

sioners, highly motivated social enterprises and 

impact-oriented investors to test innovative solu-

tions for complex social problems strikes a chord 

in Germany. Practical experience shows that SIB 

partnerships can be an attractive approach to 

solving critical problems. 

 

The SIB partnerships initiated in Germany by the 

Bertelsmann Stiftung have been largely success-

ful with regard to meeting their own objectives, 

and have also been evaluated positively by ex-

ternal parties in terms of their basic design. Ex-

perience from both operational and conceptual 

engagement with this instrument indicates that in 

the German context, SIB partnerships will en-

counter lower hurdles if they offer low rates of re-

turn on investment or use entirely philanthropic 

funding, and if they take place in the voluntary 

rather than statutory fields of public commission-

ing. 

 

At the same time, it should be noted that SIBs in 

their current form not only represent an uncon-

ventional type of solution strategy, but are also 

more suitable for special, comparatively uncom-

mon problems in Germany. A rather large num-

ber of conditions must be met in order for a SIB 

to be regarded as a legitimate alternative to other 

forms of project financing. This is probably the 

most critical hurdle to broader adoption of the 

SIB model as a standardized instrument in the 

public sector toolbox in the German context. 

 

As attractive as it may be to bundle state, social 

services providers' and impact investors' inter-

ests, the idea may, in the current context, face 

too many obstacles to meet the expectations cur-

rently associated with SIBs. Accordingly, devia-

tions from this basic idea often occur in practice, 

for instance by involving philanthropically moti-

vated funders, or by resorting to simplified forms 

of impact-oriented financing. 

 

However, even outside the ambitious construct 

of the SIB partnership in its purest form, individ-

ual aspects of this approach such as the princi-

ple of impact-oriented repayment and project 

management can find their way into public con-

tracting and procurement practices. Given the 

demonstrably high value of SIB partnerships, it 

seems important going forward to approach the 

concept with more realistic, somewhat adapted 

expectations along the lines set out above in or-

der to fully realize the potential of SIBs in the 

years ahead.  

 

A number of conditions must be met for this to 

succeed. First, the profile of SIBs as a possible 

solution must be raised among public sector 

commissioners to stimulate greater demand for 

implementations in cases where SIBs have 

proved to be legitimate alternatives, which could 

include cases beyond those identified above. 

Second, the intermediary’s costs must be re-

duced, for instance through standardization 

and/or a partial assumption of costs by public 

sector commissioners. And third, philanthropic 

funders, or indeed impact investors, interested in 

the recurrent use of their funds to set off local 

prevention and innovation cycles, must be strate-

gically motivated to engage in such an activity. 

 

This will allow for the further development of an 

innovative instrument that can be used in the in-

terest of underserved, disadvantaged target 

groups, and which in and of itself expresses a 

highly desirable form of social cohesion. 

 



 

 

Sustainable Social Market Economy | Policy Brief 2023 | 03 

References 

 
Benford, J., Birnbaum, J. and Dombrowski, K. 

(2014). “ Social Impact Investing: Financing So-

cial Change“. National Advisory Board and So-

cial Impact Investment Taskforce (SIITF) (ed.). 

o.O. (Link) 

Government Outcomes Lab (2022). Knowledge 

Bank. Oxford. (Link) 

Gustafsson-Wright, E., Osborne, S. and Mas-

sey, M. (2020). “Measuring the Success of Im-

pact Bonds”. Policy Brief Series. o.O. (Link) 

Hornung, M. (2017). „Strengthening Prevention 

in Family Assistance Programmes in the District 

of Osnabrück“. Fact Sheet. Gütersloh. (Link) 

Hornung, M (2017). „Improving Educational Op-

portunities for Children in the City of Mannheim“. 

Fact Sheet. Gütersloh. (Link) 

Nyssing, C. (2023). „Final report: Strengthening 

Prevention in Family Assistance Programmes in 

the District of Osnabrück“. Final report. Güters-

loh. (Link tbd.) 

Nysing, C. (2023). „Finale report: Improving Edu-

cational Opportunities for Children in the City of 

Mannheim“. Final report. Gütersloh. (Link tbd.) 

Williams, J. (2019). “From Visions of Promise to 

Signs of Struggle. Exploring Social Impact 

Bonds and the Funding of Social Services in 

Canada, the US, and the UK”. Toronto. (Link) 

Authors | Contacts 

 

Jake Benford 

Senior Project Manager 

Europe´s Future 

jake.benford@bertelsmann-stiftung.de 

Phone: +49 173 730 64 78 

 

Cornelia Nyssing 

Project Manager 

Sustainable Social Market Economies 

cornelia.nyssing@bertelsmann-stiftung.de 

Phone: +49 5241 81-81465 

 

ISSN: 2751-7381 

 

     Publication Details 

Bertelsmann Stiftung 

Carl-Bertelsmann-Straße 256 

D-33311 Gütersloh 

 

 

Armando Garcia Schmidt 

Phone: +49 5241 81-81543 

armando.garciaschmidt@bertelsmann-

stiftung.de 

Dr. Thieß Petersen 

Phone: +49 5241 81-81218 

thiess.petersen@bertelsmann-stiftung.de 

Eric Thode 

Phone: +49 5241 81-81581 

eric.thode@bertelsmann-stiftung.de 

 

Cover: © Feodora – stock.adobe.com 

https://www.bertelsmann-stiftung.de/en/publications/publication/did/social-impact-investing-financing-social-change
https://golab.bsg.ox.ac.uk/knowledge-bank/
https://www.brookings.edu/multi-chapter-report/measuring-the-success-of-impact-bonds/
https://www.bertelsmann-stiftung.de/en/publications/publication/did/strengthening-prevention-in-family-assistance-programmes-in-the-district-of-osnabrueck
https://www.bertelsmann-stiftung.de/en/publications/publication/did/improving-educational-opportunities-for-children-in-the-city-of-mannheim
https://fss.info.yorku.ca/files/2019/05/Williams-2019-Final-Report-May-1.pdf?x25736
mailto:jake.benford@bertelsmann-stiftung.de
mailto:cornelia.nyssing@bertelsmann-stiftung.de
mailto:armando.garciaschmidt@bertelsmann-stiftung.de
mailto:armando.garciaschmidt@bertelsmann-stiftung.de
mailto:thiess.petersen@bertelsmann-stiftung.de
mailto:eric.thode@bertelsmann-stiftung.de

