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Introduction 
 

άAt the World Bank Group we will use our financial 
capacity to help tackle climate change. We will innovate 

and bring forward new financial instruments. We will use 
our knowledge and our convening power. We will use 

our evidence and data to advocate and persuade. In 
short, we will do everything we can to help countries and 

communities build resilience and adapt to the climate 
impacts already being felt today and ensure that finance 

flows to where it is most needed.  Our response to the 
challenge of climate change will define the legacy of our 

ƎŜƴŜǊŀǘƛƻƴΦ ¢ƘŜ ǎǘŀƪŜǎ ƘŀǾŜ ƴŜǾŜǊ ōŜŜƴ ƘƛƎƘŜǊΦέ 

 Dr. Jim Yong Kim 

 President, World Bank Group (2014) 

 

Some years ago, the big issue of climate change seemed a dissertation topic for top-end scientists that, at 
time, could be perceived as catastrophist, just as directors of apocalyptic films. Since then, the climate 
situation has been worsening, but, concomitantly, the strategies and work aimed at curbing and reversing 
this phenomenon have been growing at the same pace. 

Today, however, private citizens, political citizens and/or entrepreneurs/investors can contribute, with 
their behaviours and their business and financial strategies, to an actual turning point and to deeply 
transforming the economic model of growth and development. This awareness has considerably developed 
in Italy, where ς according to a survey carried out by Schroders in 2017 ς the majority of respondents adopt 
behaviours aimed at contributing to a shift towards a more sustainable society: 79% is careful about waste 
reduction and separate collection, 63% buys local products, 60% takes account of his/her ecological 
footprint in making decisions on mobility and home energy consumption [Schroders, 2017].  

As maintained in a report recently issued by the Organization for Economic Co-operation and Development 
[OECD, 2017], policies on climate changes are key for development and growth, as are structural reforms 
and environmental investments. The combination of these three elements is crucial to promote inclusive 
and sustainable growth, contributing to the increase in market competition and fostering access to 
ŜƳǇƭƻȅƳŜƴǘ ŀƴŘ ǘƘŜ ƛƳǇǊƻǾŜƳŜƴǘ ƛƴ ǇŜƻǇƭŜΩǎ ǎƪƛƭƭǎΦ  
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Figure 1. ς Essential elements for a policy framework that is efficient in fostering growth  

 

Source: OECD (2017) 

Therefore, along with policy makers, the finance sector can give - and is giving - a considerable 
contribution. Finance that protects the environment and supports the social fabric could necessarily 
become the finance of the future and, maybe, also of the present.  

Lƴ ǘƘŜ ǿŀƪŜ ƻŦ ǘƘŜ tŀǊƛǎ !ƎǊŜŜƳŜƴǘΣ ǘƘŜ ŎƻƴŎŜǊƴ ŦƻǊ ŎƭƛƳŀǘŜ ŎƘŀƴƎŜǎ Ƙŀǎ ōŜŎƻƳŜ ŀ ŘǊƛǾŜǊΣ ƴŜǿ άƎǊŜŜƴέ 
financial products have started to be used and climate bonds continued to be in high demand. Finally, 
pension funds from all over the world are demonstrating that they consider sustainable investments as 
critical factors for long-term investments and are increasingly asking for their investment to be 
supplemented with environmental, social and governance (ESG) elements. Evidence of this is the first 
report on ethical and sustainable finance in Europe, which has estimated that this sector accounts for a 
total of Euro 715 billion worth of assets, close to 5% of the EU gross domestic product.  

However, even though finance plays a key role in addressing climate changes, most players involved are 
less than transparent in reporting the impact of their investments. This is the reason why this document 
focuses on impact finance, which includes investing in businesses, organizations and funds that operate 
with the goal of achieving a measurable, positive social impact alongside and a financial return [Social 
LƳǇŀŎǘ LƴǾŜǎǘƛƴƎ ¢ŀǎƪ CƻǊŎŜΣ нлмрϐΦ LƳǇŀŎǘ ƛƴǾŜǎǘƛƴƎ ǎǘŀƴŘǎ ƻǳǘ ŦƻǊ ǘƘŜ ƛƴǾŜǎǘƻǊΩǎ ŜȄǇǊŜǎǎ ƛƴǘŜƴǘƛƻƴ ǘƻ 
generate social and/or environmental impacts; moreover, the investor must be motivated by an expected 
financial return. The flexibility of the expected rate of return may come below the average market level or 
in line with it. Therefore, very briefly, we are speaking of external investors that invest capital, which is 
remunerated based of the measurement of the generated impact.  

Impact finance is becoming more and more important in Europe, as stated in the recent interim report 
published in July 2017 by the European High Level Expert Group on sustainable finance, during the 
ƛƴǘŜǊƴŀǘƛƻƴŀƭ άOne Planet Summitέ ƻƴ мн 5ŜŎŜƳōŜǊΦ Lƴ LǘŀƭȅΣ ǘƘŜ ƛƴǘŜǊŜǎǘ ƛƴ ǘƘƛǎ ǘƻǇƛŎ ƛǎ ŀƭǎƻ ƎǊƻǿƛƴƎΥ 
participation in the G8 Social Impact Investment Force (2014) and the creation of the Social Impact Agenda 
(2016) are two big steps in this direction. Moreover, institutional investors and banks are paying constant 
attention to this topic. As regard the climate change challenge, a lot still needs to be done in terms of 
impact investing tools and supporting metrics, both at a domestic and at a European level. The report gives 
an overview of the metrics and indicators used, along with some significant cases.  
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1. Finance for the environment: a fast-
growing market  

Within the scope of the will to change the human development model, we believe that finance is an 
important driver that, having the power to steer economic and industrial choices, plays a key role that 
could also be useful in protecting the planet in several aspects, such as: procurement and the type of 
energy used, water, waste, land fertility. All these aspects, which seem mainly related to natural sciences, 
have become a crucial pivotal point for the economic, political and social agenda of the third millennium. 
Indeed, climate and, specifically, the warming of planet Earth, have become a social issue that requires 
attention and strong commitment in order to reach a turning point. This shall start from economic and 
financial giants, go through small and medium enterprises, public administrations in the widest meaning, all 
the way to individual people. It is mankind modus operandi itself that has caused this situation, especially 
ǘƘǊƻǳƎƘ ŜƴŜǊƎȅ ǇǊƻŘǳŎǘƛƻƴ ŀƴŘ ǘƘŜ ŜƳƛǎǎƛƻƴ ƻŦ άŎƭƛƳŀǘŜ-ŀƭǘŜǊƛƴƎέ ƎŀǎŜǎ ƛƴ ǘƘŜ ŀǘƳƻǎǇƘŜǊŜΣ ŦƛǊǎǘ ƻŦ ŀƭƭ 
carbon dioxide. Once in the atmosphere, also through consumption of business-as-usual fuels, these gases 
act as a thermal blanket wrapping up the earth and retaining heat, the so-ŎŀƭƭŜŘ άƎǊŜŜƴƘƻǳǎŜ ŜŦŦŜŎǘέΦ hƴ 
top of this, there are other human actions that worsen the matter, such as deforestation; therefore, making 
ŀ ŎƻƳǇƭŜȄ ƛǎǎǳŜ ǎƛƳǇƭŜΣ ǿŜ ŎƻǳƭŘ ǎŀȅ ǘƘŀǘΣ ǊŀǘƘŜǊ ǘƘŀƴ άƳƛǘƛƎŀǘŜέ ǘƘŜ ŜŦŦŜŎǘ ƻŦ ŎŀǊōƻƴ ŘƛƻȄƛŘŜ ǇǳǊƛŦȅƛƴƎ ǘƘŜ 
atmosphere, we let carbon have free action. 

This means that, starting from present and future investments, we need to become aware of the situation 
and to address it in a resilient way, ensuring that the cost of transition to a less polluting production model 
becomes an opportunity and a long-term investment. 

An important principle guiding environmental investments impacting on climate changes concerns 
corporate production processes, including different uses of raw materials, energy procurement, as well as 
the upgrading of infrastructure and organizational models. Investments steered by these factors aim at 
correcting the inertia of the economic model and, thus, fostering increased respect for the environment 
and nature, and ensuring that risks (physical, technological, legal, reputational and social risks) associated 
with climate warming are forecast and mitigated in advance. 

Developing Countries require a separate line of reasoning. Indeed, these Countries have contributed to 
global warming to a limited extent, exactly because of their lower development. However, it would be 
advisable to try and channel their growth directly towards an ecologically sustainable model, with a 
concomitant commitment by developed Countries to be accountable for and work to change their 
ŜŎƻƴƻƳƛŎ ƳƻŘŜƭ ōŀǎŜŘ ƻƴ /ƻн ŀƴŘ ƻƴ άŎƭƛƳŀǘŜ-ŀƭǘŜǊƛƴƎέ ŦŀŎǘƻǊǎΦ {ǳǇǇƻǊǘ ǘƻ ǘƘƛǎ ŀǇǇǊƻŀŎƘ Ƙŀǎ ōŜŜƴ ƎƛǾŜƴ 
by thŜ Dƭƻōŀƭ /ƻƳƳƛǎǎƛƻƴ ƻƴ ǘƘŜ 9ŎƻƴƻƳȅ ŀƴŘ /ƭƛƳŀǘŜ ǘƘŀǘΣ ǿƛǘƘ ƛǘǎ ŦƭŀƎǎƘƛǇ ǇǊƻƧŜŎǘ ά¢ƘŜ bŜǿ /ƭƛƳŀǘŜ 
9ŎƻƴƻƳȅέΣ ǿŀǎ ǎŜǘ ǳǇ ǘƻ ƘŜƭǇ ƎƻǾŜǊƴƳŜƴǘǎΣ ōǳǎƛƴŜǎǎŜǎ ŀƴŘ ǎƻŎƛŜǘȅ ƳŀƪŜ ōŜǘǘŜǊ-informed decisions on 
how to achieve economic prosperity and development while also addressing climate change. This project 
was commissioned in 2013 by the governments of Colombia, Ethiopia, Indonesia, Norway, South Korea, 
Sweden and the United Kingdom. The Commission has operated as an independent body and, while 
benefiting from the support given by partner governments, has been given full freedom to reach its own 
conclusions. The 2016 report, in general, states that the Global South will use approximately two thirds of 
global infrastructural investments (about USD 4 trillion a year) to build new sustainable infrastructure 
"skipping" the inefficient, tentacular and polluting systems of the past. Developing Countries need 
infrastructure to improve access to basic services, to steer development and to meet the needs of peoples 
and of a fast-growing middle class. In the meantime, advanced economies must replace and update their 
long-neglected systems for energy transmission and distribution, water and sewer pipes, mass transport 
systems and other infrastructure.  

Infrastructure quality, along ǿƛǘƘ ǘƘŜ ǎǳōǎŜǉǳŜƴǘ ŀŎŎŜǎǎ ǘƻ ōŀǎƛŎ ǎŜǊǾƛŎŜǎΣ ƛǎ ŎƭƻǎŜƭȅ ǊŜƭŀǘŜŘ ǘƻ ŀ /ƻǳƴǘǊȅΩǎ 
development level and it changes significantly based on average income (Figure 2). The OECD has 
estimated that USD 95 trillion worth of investment in infrastructure (energy, transport, water and 
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telecommunications), i.e. approximately 6.3 trillion a year ς without taking account of any possible future 
investments and policies by governments in order to mitigate climate changes. The transport sector 
accounts for 43%, the energy one for 34% of required investments, of which 60-70% concerns emerging 
economies (Figure 3). 

Figure 2. ς Quality of infrastructure conditions and access to basic services in G20 Countries broken down by income class 

 

Source: OECD (2017) on data of the WEF (2015) and World Bank (February 2017 access) 
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Figure 3. ς Required investments in infrastructure and fossil fuel expenditure 2016-2030 trend (trillions of Dollars, 2015) 

 

Source: OECD (2017), on data of IEA (2016 and 2017), OECD (2012), McKinsey (2016), Booz Allen Hamilton (2007), OECD (2006) 

It has been estimated that, in order to transform the energy sector, investments in oil, coal and gas have to 
decrease by about one third by 2030, with a concomitant and proportional increase in investments in 
renewable energy, if the global average temperature increase is to remain below 2°C (Figure 4). 

Fig.4. ς Distribution of investments in order to transform the energy sector by 20301 

 

 

 

 

 

 

 

 

 

 

Source: Bhattacharya et al., 2016; Global Commission on the Economy and Climate, 2014 

Moreover, the 2017 report by the IFC (International Finance Corporation of the World Bank) has estimated 
that, in order to achieve the Paris Agreement targets2, from today to 2030, over 23 trillion  dollars worth of 
potential investments in 21 big emerging markets will be required.  

                                                           
1
 Primary energy: oil, gas and coal extraction; Energy efficiency: buildings, energy and transport; Low carbon emission basic 

infrastructure: renewable energy, nuclear energy, low carbon emission transport (for example, light railways and rapid transit 
systems for town buses), climate-proof water and sanitation services, including some adaptation infrastructure (e.g. dams and 
protection against floods); Other central infrastructure: standard water/sanitation services, carbon-intensive transport (e.g. roads), 
energy production and telecommunications. 
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Along with Governments, businesses and hundreds of local administrations have undertaken ambitious 
commitments as regards the environment and are investing in low carbon emission solutions. In 2016, 190 
of the 500 Fortune companies reported USD 3.7 billion worth of savings achieved thanks to the efforts 
made to move to renewable energy sources and energy efficiency. Involving the private sector in climate-
smart investments will be essential to achieve the Paris Agreement targets [International Finance 
Corporation, 2017a and 2017b]. Even though global annual investments in projects regarding climate 
changes are over 1 trillion Dollars (and growing), the New Climate Economy initiative has estimated that the 
world must increase the present investments - to 6 trillion Dollars a year - between today and 2030 - just to 
meet the global infrastructure requirements [New Climate Economy, 2017]. 

Two thirds of these investments are needed in low- and medium-income countries that have achieved an 
increasing portion of the gross world product (GWP) since 1990. Not only big economies such as China and 
India grow at a fast rate, but also many smaller Countries in Asia, Africa and Latin America. This means that 
nearly all forecast economic growth - and the related increase in greenhouse gas emissions - is expected to 
be generated by developing Countries. Businesses are looking for innovative solutions in order to reduce 
greenhouse gas emissions and to make a profit in sectors such as renewable energy, Climate-smart 
agriculture (CSA), green buildings and sustainable transport, generating employments and making cities 
cleaner, healthier and more resilient [International Finance Corporation, 2017a and 2017b]. Today, the 
combined markets in the sectors below are worth more than $1.1 trillion  (Figure 5). 

Figure 5 ς Global investments on environmental projects (billions of Dollars) 

 

Source: International Finance Corporation, WB, 2017  

In 2016, the global capacity for renewable energy generation increased by 9%; an increase that has 
quadrupled since 2000. For the second year in a row, renewable energy accounted for more than one half 
of new added energy generation worldwide. Solar power is becoming less and less expensive must faster 
than expected: the prices of photovoltaic (PV) modules have decreased by 72% since 2009 and experts 
have forecast another 67% decrease by 2040. 

                                                                                                                                                                                                 
2
 In order to reach climate-neutrality by the end of the century, the key points of the Paris Agreement its action plan include 

reducing emissions, also through the commitment of local governments, keeping the average increase in the world temperature 
well below 2°C and the aim is to limit such increase to 1.5°. In Paris, Governments agreed to come together every five years to 
transparently report on what is being done to achieve the set targets and to set more ambitious ones as required by science. 
Moreover, the Agreement acknowledges the importance of addressing the losses and damage associated with the adverse effects 
of climate changes through cooperation, assistance and set monetary investments. 
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Wind power is also making good progress in terms of costs and performances. The supply and use of 
electric power are becoming a community-based decentralized business, especially in Africa and Asia, 
where communities use smarter energy combining small-scale solar powers and batteries. Electric vehicles 
are also becoming more and more popular, whereas battery costs continue to decrease: down by 73% since 
2000 and by 50% since 2014. 

This fast growth is expected to continue, for example Bloomberg New Energy Finance has forecast 6 
trillion  Dollars worth of new investments in wind and solar power between today and 2040. Electricity 
world markets will be fully remodelled with wind and solar power that will be the two leading energy 
generating sources, vs. fossil fuels that will have less than one-third capacity. Nearly one half of global 
investments in the new energy capacity up to 2040 will be in Asia and in the Pacific, with 4 trillions of 
trillions in China and India. 

Tab.1. - Forecast for the 2030 ς 2040 period in terms of investments in renewable energy 

 2030 2040 

Prices of PV modules  -67% 

New investments in wind and solar powerς Trillions USD  +6 

New investments in wind and solar power in China and India ς Trillions USD  +4 

Water and sanitation services ς Trillions USD +13   

Source: International Finance Corporation, WB, 2017  

The markets of successful climate enterprises are on the increase: In 2015, investments in energy-efficient 
buildings at a global level came to USD 388 billion, increasing by 9% vs. the previous year.  

While up to now, this investment has been fully made in developed Countries, fast-increasing urban 
populations in Countries such as China and India are going to account for most of the new growth. At 
present, heating, wind power and energy-saving air conditioning represent a global market worth $76 
billion. Businesses and cities are cooperating to develop urban infrastructure facilities that generate low 
carbon emissions and are resilient, in order to provide people with sustainable transport, water and waste 
management services. In the next ten years, several billions of dollars will be invested in transport 
infrastructure, with many investment opportunities for businesses, including electric vehicles, BRT3, light 
metro and multimodal transport, as well as logistics. 

Waste global market is already worth $154 billion and is expected to double in value by 2020, whereas 
water and sanitation services are going to require investments for over $13 trillion between 2016 and 2030. 
Businesses are cooperating with local governments in order to offer low-carbon water saving systems, as 
well as waste-to-energy plants. Climate-smart agriculture also represents a fast-growing market, because 
food producers are striving to meet the increasing demand regarding modern and sustainable diets. 
Between 2004 and 2013, global investments in the agri-food sector tripled in value to over $100 billion. 
Climate-smart agricultural practices are gaining ground, while businesses are trying to meet the combined 
challenge of food safety and climate changes. 

The government action is speeding up the development of this market. As already stressed, addressing 
climate change requires large-scale economic transformation, with important changes in the energy 
system, industrial processes, heating and cooling, transport systems, urban infrastructure, use of land and 
ŎƻƴǎǳƳŜǊǎΩ ōŜƘŀǾƛƻǳǊǎΦ /ƻǳƴǘǊƛes have implemented over 1,200 laws on climate changes vs. 60 twenty 
years ago. Now, renewable energy sources are directly subsidized in over 150 Countries. 

The implementation of Nationally Determined Contributions (NDC), introduced as part of the Paris 
Agreement, is going to speed up the market of climate-friendly solutions. Several Countries are beginning 
to pursue these goals, focusing on the creation of a favourable climate for private investments, which 
translates in induced bankable projects for investors. 

                                                           
3
 Bus rapid transit (BRT) is a term that describes a wide range of public transport systems using buses, also self-driven, on 

preferential lanes. 
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1.1. Institutional investors 

For a complete overview of the global scenario, we are providing a snapshot of the situation regarding 
institutional investors. They hold USD 100 trillion worth of assets under management and are a potential 
source of new capital that is essential for sustainable infrastructure funding (Table 2). Institutional investors 
are banks and insurance companies, pension funds and hedge funds, collective investment schemes, 
sovereign wealth funds and endowment funds; they raise capital to invest in assets that may be securities, 
real estate or other tangible assets, such as infrastructure. Yet, institutional investors have not always been 
important investors in infrastructure, for several reasons.  Surveys of large pension funds, conducted by the 
OECD, suggest that less than 1% of their asset allocation in 2015 went to direct equity investment in 
unlisted infrastructure [New Climate Economy, 2017]. On the other hand, other surveys show that the 
average allocation of institutional investors across the entire infrastructure investor universe stands at 6.4% 
[Preqin, 2015]. 

Sometimes, there is a series of major obstacles to investment in green infrastructure: the uncertainty in the 
political scenario and/o insufficient political support, a lack of adequate financial vehicles favouring 
liquidity, risk-return profiles and need for aggregation of investors; on top, also a lack of objective 
information and quality data on transactions and underlying risks. Moreover, some institutional investors - 
such as pension funds or insurance companies - often have legal restrictions as regards the asset classes 
they may invest in. 

Table 2. - hǾŜǊǾƛŜǿ ƻŦ ƛƴǎǘƛǘǳǘƛƻƴŀƭ ƛƴǾŜǎǘƻǊǎΩ ŀǎǎŜǘǎ ǳƴŘŜǊ ƳŀƴŀƎŜƳŜƴǘ ό!¦aύΣ нлмр 

Institutional investors Assets Under 
Management (US$) 

Current investment in 
infrastructure for/broken down by 
investment in infrastructure 

Present investment in 
emerging markets and in 
developing economies 

OECD Institutional 
Investors 

80 trillion  On average, 1% implies US$ 800 
billion. The leading investors may 
hold 5% -10% 

An estimated 10% total, but 
very low in infrastructure  

Institutional investors 
in emerging markets 

5 trillion  On average, less than 1%. 0.5% 
implies US$ 25 billion 

High percentage 

Sovereign Wealth 
Funds 

4 trillion  Not very clear: 2% would imply US$ 
80 billion 

Relatively high 

Other global 
institutional capital 
(assets or wealth) 

20 trillion  The assumed 1% average implies 
US$ 200 billion. 

Very small 

Source: World Bank Finance & Markets, PPIAF, 2015.145, from NCE report 2016 

 

1.2. Sustainable Responsible Investing 

Sustainable Responsible Investing (SRI) is an investment approach that takes account of environmental, 
social and governance factors (ESG, Figure 6) in portfolio selection and management. Based on a definition 
coined within the Italian Sustainable Investment Forum (Forum per la Finanza Sostenibile or FFS) in 2014, 
{wL ƳŜŀƴǎ άŀƴ ƛƴǾŜǎǘƳŜƴǘ ǎǘǊŀǘŜƎȅ ƻǾŜǊ ŀ ƳŜŘƛǳƳ-long time horizon, which, in assessing businesses and 
institutions, combines financial analysis with an analysis of environmental, social and good governance 
factors, in order to create value for investors and for society as a whole4. 

  

                                                           
4
 http://finanzasostenibile.it/attivita/definizione-di-investimento-sostenibile/ 
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Figure 6 - Environmental, social and governance factors 

 

Source: Principles for Responsible Investment (2017) 

They can be subdivided in different types: 

1. Exclusion of securities from the investable universe: the exclusion from a fund or portfolio of 
certain sectors, companies or practices, based on ESG specific standards; 

2. Selection of Best-in-Class securities: investments in sectors, businesses or projects that are 
selected based on better ESG performances vs. the industry competitors; 

3. Regulatory screening: Investment screening based on the minimum standards laid down by 
international regulations; 

4. ESG integration: systematic and explicit inclusion by investment managers of environmental, social 
and governance factors in their financial analysis; 

5. Sustainability themed investments: investments in sustainability-themed businesses (such as 
renewable energy, clean technology or sustainable agriculture); 

6. Impact investing:  investments "made into companies, organizations, and funds with the intention 
to generate a measurable, beneficial social or environmental impact alongside a financial return";  

7. Hard engagement and shareholder activism: in practice interaction with the company on 
sustainability matters and exercise of voting rights given by the equity investments held. This is a 
long-term process, aimed at improving the company behaviour and at increasing its transparency. 

Today, many professional investors apply at least some non-financial assessment approaches to their 
portfolios, even though this is not sufficient to be classified as SRI or to meet the requirements of a specific 
strategy. The different categories of SRI strategies can be applied individually or together [Micilotta F., 
2017].  

According to the 2016 report prepared by the Global Sustainable Investment Alliance5 [Bloomberg, 2016], 
global sustainable investment assets continue to increase, even though at a slower pace than in previous 
years. At the beginning of 2016, global sustainable investments came to USD 22.9 trillion , vs. 18.3 trillion 
in 2014, up by 25%6. Nearly all regions have posted increases in SRI assets over total assets under 
professional management, with the highest increase in Australia and New Zealand (Table 3). 

  

                                                           
5
 The Global Sustainable Alliance is a cooperation group of sustainable investment organizations from countries and regions around 

the world which have joined forces to expand investment practices that incorporate environmental, social, and corporate 
governance (ESG) principles worldwide. 
6
 Before, global sustainable investment assets had increased by 61% between 2012 and 2014. 
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Table 3. - Breakdown of the 2014-2016 increase in SRI assets by region (values in billions of dollars)7 

Region $ 2014 $ 2016 Growth % % (CAGR) 

Europe 10,775 12,046 11.7 5.7 
United States 6,572 8,723 32.7 15.2 
Canada 729 1,086 49.0 22.0 
Australia/New Zealand 148 516 247.5 86.4 
Asia excluding Japan 45 52 15.7 7.6 
Japan 7 474 6689.6 724.0 
Total 18,276 22,890 25.2 11.9 

Source: GSIA, 2016 

Of the different sustainable investment strategies, the most substantial, at a global and European level, is 
the exclusion of securities from the investable universe (USD 15 trillion), followed ōȅ ά9{D ƛƴǘŜƎǊŀǘƛƻƴέ 
(USD 10.4 trillionύ ŀƴŘ άǎƘŀǊŜƘƻƭŘŜǊ ŀŎǘƛǾƛǎƳέ ό¦{5 уΦп trillion).  

Table 4 - 2014-2016 increase in SRI strategies (values in billions of dollars) 

Strategy $ 2014 $ 2016 % Growth % CAGR
8
 

Impact investing 101 248 146 56.8 

Sustainability themed investments 137 331 140 55.1 

Best-in-class-screening 890 1,030 16 7.6 

Regulatory screening 4,385 6,210 42 19.0 

Shareholder activism 5,919 8,365 41 18.9 

ESG integration 7,527 10,369 38 17.4 

Exclusion of securities 12,046 15,023 25 11.7 

Source: GSIA, 2016 

In Europe, total resources committed to responsible and sustainable investment strategies increased by 
12% between 2014 and 2016 coming to approximately USD 12 trillion (Table 5). Regulatory screening is the 
second SRI approach with over USD 5.6 trillion worth of assets and a 40% rate of growth since 2014. 

Table 5 ς SRI in Europe  

Strategy 2014 $ 2016 $ 2014ς2016 
% growth 

Exclusion of securities 7,470.81 11,064.15 48.1 

ESG integration 2,071.04 2,884.52 39.3 

Shareholder activism 3,570.76 4,654.35 30.3 

Regulatory screening 3,960.84 5,545.67 40.0 

Best-in-class-screening 385.37 537.78 39.5 

Sustainability themed investments 64.27 158.32 146.3 

Impact investing 22.09 107.18 385.1 

Total 10,774.61 12,039.57 11.7 

Source: GSIA, 2016 

 

                                                           
7
 Asia 2014 assets, excluding Japan, are given in USD at the exchange rates in force at the end of 2013. All the other 2014 assets, as 

well as all 2016 assets, have been translated into USD at the exchange rates in force at the end of 2015. 
8
 CAGR = Compound Annual Growth Rate 
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Impact investing is the fastest-growing strategy (385%), even though with a somewhat modest amount of 
assets (USD 107.2 billion). In Europe, SRI strategies are increasingly overlapping (Table 6), with investment 
vehicles using more than one. Consequently, in percentage terms, the SRI grand total increased by less than 
12 percent across all the component strategies. Impact investing is followed by sustainability themed 
investments increasing by 146%, where renewable energy and energy efficiency are the main investment 
categories. 

 

BOX 1 ς SHAREHOLDER ACTIVISM: PENSION FUNDS ON CLIMATE 
ό¢ŀƪŜƴ ŦǊƻƳ ǘƘŜ CƛǊǎǘ wŜǇƻǊǘ ά9ǘƘƛŎŀƭ ŀƴŘ ǎǳǎǘŀƛƴŀōƭŜ ŦƛƴŀƴŎŜ ƛƴ 9ǳǊƻǇŜέύ 
At the end of 2014, some Italian pension funds led by the Cometa fund, the biggest in its category at a domestic level, 
have launched a campaign to exercise pressure on the banks they had equity investments in on the climate change 
issue. The 14 funds involved were coordinate by Assofondipensione and could start the first collective engagement 
action in Italia in order to make the banks disclose the information on the impacts generated by their business and 
investments on global warming. This action was carried out in cooperation with Vigeo, the ethics rating agency that, 
ƻƴ ǘƘƛǎ ƻŎŎŀǎƛƻƴΣ ŎƻƴǘŀŎǘŜŘ пл ƛƴǘŜǊƴŀǘƛƻƴŀƭ ōŀƴƪǎ ōŀǎŜŘ ƛƴ bƻǊǘƘ !ƳŜǊƛŎŀΣ 9ǳǊƻǇŜΣ WŀǇŀƴ ŀƴŘ !ǳǎǘǊŀƭƛŀΦ άно ōŀƴƪǎ 
replied and the most exhaustive answers were those given by AusǘǊŀƭƛŀƴ ŀƴŘ 9ǳǊƻǇŜŀƴ ƻƴŜǎέΣ ǎŀƛŘ ǘƘŜ ±ƛƎŜƻ ŀƴŀƭȅǎǘΣ 
Stefano Ramelli, to the Il Sole 24 Ore, reporting the lack of interest in this theme shown by American and Japanese 
ōŀƴƪǎΦ ¢ƘŜ Lǘŀƭƛŀƴ ƴŜǿǎǇŀǇŜǊ ǊŜǇƻǊǘŜŘ ά¢ƘŜ Ƴƻǎǘ ŜȄƘŀǳǎǘƛǾŜ ŀƴǎǿŜǊǎ ŎƻƴŎŜǊƴŜŘ ǘƘŜ ƛƴŎƭǳǎƛon of climate risk in risk 
ƳŀƴŀƎŜƳŜƴǘ ǇǊƻŎŜǎǎŜǎέΦ άaŀƴȅ ŀƴǎǿŜǊǎ ǿŜǊŜ ǊŜŎŜƛǾŜŘ ŀƭǎƻ ƻƴ ƎǊŜŜƴ ǇǊƻŘǳŎǘǎ ŀƴŘ ǎŜǊǾƛŎŜǎ ǎƻƭŘ ǘƻ ŎǳǎǘƻƳŜǊǎΦ hƴŜ 
bank only has exhaustively replied on climate risk reporting to stakeholders and as few as four banks provided clear 
inŦƻǊƳŀǘƛƻƴ ƻƴ ǘƘŜ ǉǳŀƴǘƛǘȅ ƻŦ /hн ŜƳƛǎǎƛƻƴǎ ƎŜƴŜǊŀǘŜŘ ōȅ ǘƘŜƛǊ ŎǳǎǘƻƳŜǊǎέ ώ/ŀǾŀƭƭƛǘƻ aΦΣ Lǎƻƴƛƻ 9ΦΣ aŜƎƎƛƻƭŀǊƻ aΦΣ 
2017]. 

 

According to study made by Eurosif in 2016, France on its own accounts for over 1/4 of the total value of 
responsible investments in Europe amounting to Euro 3.1 trillion. Germany ranks second (1.8 trillion) 
before the United Kingdom (ranking third with 1,555 billion) and Switzerland (ranking fourth with 1,528 
billion). Responsible investments in Italy, which ranks 7th, are worth approximately Euro 616 billion, up by 
about 64 billion vs. 2013 (Figure 7). 

Figure 7. ς SRI investments in Europe (millions of Euro) 

 

Source: processing by Cavallito, Isonio, Meggiolaro, 2017 of Eurosif 2016 data 

Exclusion of securities (+15% between 2013 and 2015) and regulatory screening (+61%) are by far the most 
common strategies in the Italian market. Shareholder activism ranks third, a sector that decreased by 20% 
with the value of assets down from Euro 54.4 to 43.3 billion. Investments made with other strategies 
showed variable growth (Sustainability themed investments up by +89%, Impact investing up by +46%, ESG 
Integration up by +40%, Best-in-class-screening up by +4%) but their weight on the marker remains quite 
marginal (Figure 8) [Cavallito M., Isonio E., Meggiolaro M., 2017]. 
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Figure 8. ς Breakdown of the increase in ESG assets in Italy by used standards (billions of Euro) 

 

Source: Eurosif 2016 

In general, based on the data of Schroders Global Investor Study 2017, the importance attached to 
responsible investments in our Country is decidedly increasing: 72% of the Italian sample in the study 
stated that sustainable investing is today more than relevant than five years ago. It is no coincidence that, 
based on the same study, 55% of Italian investors has increased the capital allocated to sustainable 
investment funds [Schroders, 2017].  

In the wide-ranging market of responsible investments, worth noting is the activity of ethical funds, namely 
financial vehicles that belong to the family of collective investment schemes and stand out for their 
άƛƴǾŜǎǘƳŜƴǘ ǇƻƭƛŎȅ ǘƘŀǘ ōŀƴǎ ǘƘŜ ǇǳǊŎƘŀǎŜ ƻŦ ŎŜǊǘŀƛƴ ǎŜŎǳǊƛǘƛŜǎ ŀƴŘκƻǊ ŦŀǾƻǳǊǎ ǘƘŜ ǇǳǊŎƘŀǎŜ ƻŦ ǎŜŎǳǊƛǘƛŜǎ 
ōŀǎŜŘ ƻƴ ŎǊƛǘŜǊƛŀ ƻǘƘŜǊ ǘƘŀƴ ǘƘŀǘ ƻŦ ƳŀȄƛƳǳƳ ŜȄǇŜŎǘŜŘ ǊŜǘǳǊƴέ ώ!ǎǎƻƎŜǎǘƛƻƴƛΣ нллоϐΦ !ǘ ǘƘŜ ŜƴŘ ƻŦ нлмсΣ 
this segment was controlled by five players able to cover 90% of the Italian market with their funds (Table 
6) [Cavallito M., Isonio E., Meggiolaro M., 2017]. 

Table 6. ς The Italian market of ethical funds 

BANK ASSETS MARKET SHARE 

Etica Sgr ϵнΣфнн aƭƴ 48% 
Bnp Paribas ϵфмфΦс aƭƴ 15% 
Eurizon Capital ϵфлмΦр aƭƴ 15% 
Ubi Banca Group ϵппоΦо aƭƴ 7% 
Pioneer Inv. ϵоопΦт aƭƴ 5% 
Others (10 groups) ϵрурΦт aƭƴ 10% 
TOTAL ϵсΣмлтΦп aƭƴ 100% 

Source: Etica Sgr, processing of Assogestioni data as at 30 December 2016 
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2. Sustainable development goals and the 
2030 Agenda  

The 2030 Agenda for Sustainable Development a plan of action for people, planet and prosperity, signed in 
September 2015 by the governments of the 193 UNO Member States. Its core consists of 17 Sustainable 
Development Goals (SDGs) structured in a wide-ranging action plan for a total of 169 Targets to be 
achieved (Figure 9).  The Sustainable Development Goals seek to build on the Millennium Development 
Goals (MDGs) and include new areas, such as climate change, income inequality, innovation, peace and 
justice, among other priorities. They tackle the root causes of poverty and unite us together to make a 
positive change for both people and planet. The main difference vs. MDGs is that, this time, the private 
sector is the true protagonist, with its ability to contribute to the achievement of these very ambitious 
goals [Micilotta F., 2017].  

The Sustainable Development Goals officially came into force on 1 January 2016 and will guide the world in 
its way forward in the next 15 years: indeed, the Member States have committed to achieved the Goals by 
2030. 

Figure 9. ς Sustainable Development Goals 

 

Some SDGs specifically regard the environment: Goal No. 2 Zero Hunger deals with food waste, Goal No. 6  
Clean Water and Sanitation, Goal No. 7 Affordable and Clean Energy, Goal No. 11 Sustainable Cities and 
Communities, Goal No. 12 Responsible Consumption and Production, Goal No. 13 Climate Change deals 
with taking action to combat climate change, Goal No. 14  Life Below Water and Goal No. 15  Life on Land.  
The implementation of the above-listed Goals regarding the environment would generate significant 
advantages and it would be the basis to achieve many other SDGs. For instance, the goal of decreasing food 
waste by one half could reduce carbon emissions by 1,65 GtCO2e a year, generate about USD 500 billion 
worth of savings a year and curb the increase in global demand for food [FAO, 2017]. Shifting to circular 
economy models for fast-moving consumer goods could generate opportunities worth over USD 3 trillion 
by 2030 [Ellen McArthur Foundation, 2013]. The International Energy Agency (IEA) has estimated that 
further energy efficiency measures could reduce global final energy consumption by almost 11% in 2030. 
Based on weighted average prices of energy, this would amount to an impact of USD 1.45 trillion [IEA, 
2015]. The International Renewable Energy Agency (IRENA) has estimated that renewables could provide 
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45% of power generation worldwide by 2030 - which amounts to USD 605 billion a year worth of revenue 
increases for renewable energy generators vs. the business-as-usual scenario [IEA, 2014]. This important 
achievement would reduce emissions by 4,8-5,6 GtCO2e a year. As regards the cost of adapting to climate 
changes, UNEP has estimated that, by 2030, USD 140-300 billion worth of investments will be required to 
adapt to a world temperature warmer by 2 degrees Celsius vs. pre-industrial levels [UNEP, 2016]. Replacing 
inadequate homes and buildings will generate construction expensed amounting to USD 8.4-10.3 trillion. 

In order to achieve the SDGs, within the UN, the Business and Sustainable Development Commission 
(BSDC) was set up and launched in January 2016, in order to speed up this market transformation and to 
drive the world transition towards a more flourishing and sustainable economy.  

The private sector will be crucial to achieve the Sustainable Development Goals, has a potential of USD 12 
trillion and could create nearly 380 million jobs in 2030 (over 10% of the forecast workforce) [Business and 
Sustainable Development Commission, 2017]. Indeed, the four industrial economic systems analyzed by the 
BSDC (Food and Agriculture, Cities, Energy and Materials, Health and Well-being) can play an important role 
in achieving the 169 targets of the SDGs. The investment required to capitalize on these opportunities 
amounts to approximately USD 4 trillion a year: the most part would be absorbed by the Cities economic 
system ς and especially by the necessary expansion in supply of accommodations requiring a global annual 
investment of approximately USD 1.1 trillion; the renewable energy segment is also highly capital intensive, 
with an estimated annual increase in investments of over USD 300 billion. Even though these investment 
costs are high, sustainable investments of over USD 20 trillion are already under management at a global 
level, and this asset pool is fast growing in size: it accounts for 30% of total assets under management at a 
global level, vs. 21% in 2012. 

Figure 10. ς Sizes in billions of dollars of the business opportunities to achieve the SDGs in the four macro-economic systems analyzed by the 

BSDC (values 2015) 

 

Source: Business & Sustainable Development Commission (2017) 
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Urbanization is a key driver for economic growth; however, it also entails several challenges, such as: 
inclusion, the environment, efficiency, health and cultural heritage. It has been forecast that, in the next 
twenty years, the increasing world population will concentrate in urban areas. The growth of cities entails 
considerable environmental challenges: about 2 million hectares of land, three quarters of which 
agricultural land, a year could be consumed. Moreover, cities entail challenges in terms of health: urban air 
pollution is set to become the main environmental cause of premature mortality worldwide by 2050.  

The energy sector could be worth over USD 4.3 trillion in 2030, with investments in: implementation of 
circular economy models in the automotive, appliances and electronic sectors; increased penetration of 
renewable sources in energy production; improved efficiency of steel for final use. 

 

2.1. The use of SDGs in the financial world 

The Sustainable Development Goals are perceived by the finance industry players as a potential reference 
framework for social impact measurement, management and reporting. SDGs play a role also in the 
investing process; some impact investing funds, as reported below, use SDGs to measure performances.  

However, the use of SDGs for business impact reporting is not widespread. In order to address this 
challenge, the UN Global Compact9 and the GRI10 ƘŀǾŜ ǎŜǘ ǳǇ ǘƘŜ άwŜǇƻǊǘƛƴƎ ƻƴ {5Dǎέ ōƻŘȅΥ ŀ Ƴǳƭǘƛ-
stakeholder Corporate Action Group with the task of promoting corporate performance reporting also 
based on the Sustainable Development Goals. This project aims at using the GRI standards (the most used 
sustainability reporting standards in the world) and the ten principles of the UN Global Compact11 to allow 
businesses to include the SDG reports in their existing processes. Principles for Responsible Investment 
(PRI) are the platform partners, to increase the value of information on corporate sustainability for the 
financial community. 

According to Eurosif latest report [Eurosif, 2017], impact investing has proved to be the most effective 
sustainable and responsible investment (SRI) strategy to achieve the Sustainable Development Goals, since 
it has proved the fastest one and the one associated with important events, such as the United Nations 
Climate Change Conference (COP21). 

 

  

                                                           
9
 www.unglobalcompact.org 

10
 www.globalreporting.org 

11
 Specifically, 3 out of the 10 principles of the UN Global Compact regard the environment:  

¶ Principle 7: Businesses should support a precautionary approach to environmental challenges; 

¶ Principle 8: undertake initiatives to promote greater environmental responsibility; 

¶ Principle 9: encourage the development and diffusion of environmentally friendly technologies. 
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3. Impact investing: state of the art and 
impact measurement tools 

 

Impact investing consists in investments aimed at generating measurable social and/or environmental 
impacts, together with financial return. The proactive intentionality with which investors pursue the social 
goal, along with a financial return, is the very feature that makes this new investment generation different 
from the Sustainable Responsible Investing approach. As seen, this approach is generally based on the use 
of screening systems able to prevent investments from being made in businesses with negative or 
insufficient environmental, social and governance impacts. However, the enterprises that benefit from SRI 
ƛƴǾŜǎǘƳŜƴǘǎ ƘŀǾŜ ŀ άǘǊŀŘƛǘƛƻƴŀƭέ ŎƻǊŜ ōǳǎƛƴŜǎǎ ŀƴŘΣ ŀǎ ǎǳch, different from the social and environmental 
improvement that steers impact investing. Among investment types, impact investing is in between the so-
ŎŀƭƭŜŘ άŦƛƴŀƴŎƛŀƭ ŦƛǊǎǘέ ǎǘǊŀǘŜƎƛŜǎ ŀƴŘ ǇƘƛƭŀƴǘƘǊƻǇȅ όƛƳǇŀŎǘ ƻƴƭȅύ ώLǘŀƭƛŀƴ {ǳǎǘŀƛƴŀōƭŜ LƴǾŜǎǘƳŜƴǘ CƻǊǳƳ 
(Forum per la Finanza Sostenibile or FFS), 2017] (Figure 11). Therefore, the distinguishing feature of impact 
investing is that it is designed on social impact goals to be achieved; it is structured with impact 
measurement models and it is made sustainable through a link between achieved impact goals and return 
on the invested capital [Social Impact Investing Task Force, 2015]. 

Figure 11. ς Investment taxonomy 

Traditional Responsible Sustainable Impact Philantrophy 

Competitive financial returns   

     

 ESG risk managemet  

     

  ESG opportunities  

     

   High social and environmental impact 

No ESG integration 
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risk/return spreads 

Selection informed 
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Selection informed 
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optimized 
investments 

Selection based on 
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social impact with 
limited financial 
returns 
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financial returns 

Selection based on 
social and 
environmental 
issues 

Source: data re-processed by Forum per la Finanza Sostenibile and taken from Eurosif 2012, European SRI Study 

The literature on impact investing tends to focus on financing social projects (affordable housing, care of 
elderly people and education opportunities); however, investors are increasingly interested in creating 
environmental impact [Global Impact Investing Network, 2017], through investments in different 
industries, such as clean technology, green building, land reclamation, biodiversity preservation and 
sustainable forestry.  

Analysts have remarked the increasing demand by the market for products and services that have positive 
effects, rather than simply limiting damage [Conservation Finance Alliance, 2014] ς i.e. products and 
services that "make the world a better place" [Social Impact Investment Taskforce, 2015]. Impact investing 
could contribute to meet such demand by supporting these products without giving up return. Financial 
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return on socially responsible investments is comparable to conventional investments [Humphrey, Lee & 
Shen, 2012; Revelli & Viviani, 2015]; on the other hand, some studies give examples of even better financial 
returns than conventional investments [Aktas, de Bodr & Cousin, 2011; Chan &Walter, 2014]. 

The European Union has long been trying to implement policies supporting sustainable and responsible 
investments A step in this direction is the European Commission plan on capital markets12 that points out 
ǘƘŜ ǊƻƭŜ ƻŦ άǿŜƭƭ-ƛƴŦƻǊƳŜŘ ƛƴǾŜǎǘƳŜƴǘ ŘŜŎƛǎƛƻƴǎέ ƛƴ ŎƻƴǘǊƛōǳǘƛƴƎ ǘƻ ǘƘŜ ŀchievement of the 2030 goals set 
by the EU policy on climate and energy and the EU commitments on SDGs. Specifically, the plan identifies 
green bonds as an instrument able to steer capital to sustainable investments. 

Moreover, in 2013, the Social Impact Investment Taskforce was set by G8 and has now become the Global 
Social Impact Investment Steering Group13 and whose members include 13 countries plus the EU. This 
Group is working to increase momentum by promoting a unified view of impact investment, facilitating 
knowledge exchange and encouraging policy change in national markets. 

 

3.1. Impact investing market 

The size of the impact investing market has not yet been measured. However, some studies have 
contributed to a preliminary picture of the increase in this sector, its heterogeneity and trends. 

Every year, the Global Impact Investing Network (GIIN) presents the results of a survey conducted on a 
sample of impact investors; the 2017 survey involved 209 organizations. It is pointed out that these data do 
not give a full overview of the sector, since private investors are not included. The survey reported a market 
size in 2016 of USD 114 billion, up by 48% vs. 2015. Having regard to the breakdown by sector (Figure 12), 
it can be seen that energy projects are second only to investments in the housing sector. Moreover, 39 
respondents expressed interest in increasing the allocation to the energy sector in 2017. 

Figure 12. ς Breakdown of impact investing Assets Under Management by sector14 

 

Source: GIIN, 2017 

As regards invested assets, overall 205 respondents put USD 22.1 billion in nearly 8 thousand impact 
investing transactions in 2016. For 2017, these respondents planned to increase their invested capital by 

                                                           
12

 https://ec.europa.eu/info/business-economy-euro/growth-and-investment/capital-markets-union_it 
13

 www.socialimpactinvestment.org 
14

 ²ƘŜǊŜ άƻǘƘŜǊ ǎŜŎǘƻǊǎέ include services, waste management, tourism, transport and multi-sector investments. The whole sample 
consists of 208 investors for a total of USD 113.7 trillion. 
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17%, i.e. up to USD 25.9 billion and to increase the number of transactions by 20%. As regards the 114 
respondents that completed the survey both in the previous and in the current year, the reported invested 
capital amount and the number of transactions between 2015 and 2016 increased by 15% and 3%, 
respectively. 

As mentioned above, the market increasing trends have continued also in Europe, where, between 2013 
and 2016, the increase came to 385% (Figure 13). 

Figure 13. ς Impact investing in Europe (millions of Euro) 

 

Source: Eurosif 2017 

Having regard to the Italian market, impact investing has developed quite recently and is still not common, 
despite the growing interest shown by financial players and several implemented instruments (Figure 15). 
Moreover, as better reported in Box 3, in our Country impact investing has recently been finding 
momentum, with a wave of new public and private instruments. 
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Figure 14. ς Evolution over time of impact investing in Italy 
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Figure 15. ς Impact investing instruments in Italy 

 

Source: Social Impact Investing Task Force, 2015 

 

BOX 2 ς SOCIAL IMPACT BONDS 
Social impact bonds have the purpose of providing long-term funds to social impact projects. This type of instrument 
originated in the United Kingdom, where the debate on social projects led to the incorporation of a special 
intermediary, i.e. Social Finance Ltd. This entity collects funds to finance government projects through bonds, the 
profits from which are subject to the achievement of social improvements. The intermediary (in this case Social 
Finance Ltd.) can raise funds on a large platform of investors and, in many cases, it can assess whether the project 
performed well. In case of social projects, assessing performance may be very difficult, but quantitative indicators can 
be found.  
For instance, the first one of these projects financed in the United Kingdom was the rehabilitation of offenders 
sentenced to less than 12-month imprisonment. Effective rehabilitation generates two-fold advantages for society, 
not only in terms of better quality of life, but also in terms of lower public expenditure for prisons. The project will be 
rated as successful if, in 2016, the crime rate of the prisoners within the programme decreases by 7.5%. In this case, 
the investors that have subscribed the bonds will have a return. If the project is not successful, the bonds will have no 
return. 
This type of financial instruments has quickly spread to the United States (the Obama administration decidedly 
ŜƴŎƻǳǊŀƎŜŘ ǘƘŜƛǊ ǳǎŜύΣ ǿƘŜǊŜ ǘƘŜȅ ŀǊŜ ŎŀƭƭŜŘ άtŀȅ-for-{ǳŎŎŜǎǎ .ƻƴŘǎέΦ ¢ƘŜ IŀǊǾŀǊŘ Kennedy School - Social Impact 
Bond (a technical assistance workshop) is conducting research on how governments could promote social innovation 
and provides pro-bono technical assistance for efficient implementation of Pay-For-Success Bonds. 
Little went on in Europe in this regard until 2014. Conversely, Italy is one of the exceptions: in 2011, UBI Banca started 
to issue social bonds to finance Third Sector projects. Again on a European level, a German initiative is worth 
mentioning: the Benckiser-Stiftung für Jugendförderung Project aimed at making young people with bad school 
ǇŜǊŦƻǊƳŀƴŎŜǎ ŜƴǘŜǊ ǘƘŜ ƭŀōƻǳǊ ƳŀǊƪŜǘ ōȅ ƛǎǎǳƛƴƎ ōƻƴŘǎ ŎŀƭƭŜŘ άWǳǾŀǘέ ό[ŀǘƛƴ ŦƻǊ Ϧƛǘ ǿƻǊƪǎϦύΦ 

 

DƛǾŜƴ ǘƘŜ Ƴŀƴȅ ŘŜŦƛƴƛǘƛƻƴǎ ƻŦ άǎƻŎƛŀƭ ƛƳǇŀŎǘ ƛƴǾŜǎǘƛƴƎέ ƛƴ ƻǳǊ /ƻǳƴǘǊȅΣ ŦƻǊ ǘƘŜ ǘƛƳŜ ōŜƛng the data on 
investments cannot be aggregated [Tiresia, 2017]. According to the survey carried out by the Tiresia15 
research centre in 2016, the prevailing approach to impact investing in Italy is the philanthropic one, which 
does not provide for capital repayment. Conversely, considering instruments that provide for some 
financial return, debt instruments prevail and consist in bonds and credit lines (Figure 16). The survey has 

                                                           
15

 Technology and Innovation REsearch for Social ImpAct, think-tank on innovation, entrepreneurship and social investing promoted 
by the Politecnico University of Milan. http://www.tiresia.polimi.it/   

http://www.tiresia.polimi.it/
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pointed out that there are no instruments created specifically for this type of investments and that 
traditional instruments are used for asset allocation.   

Figure 16. ς Use of impact investing instruments in the Italian market 

 

Source: Tiresia, 2017 

For any comparison to the international market, the size of single investments is interesting. Most of the 
respondents in Tiresia survey, close to 70% of them, invest amounts ranging between Euro 1 and 100 
million. Banking intermediaries are an exception, because their invested amounts exceed Euro 100 million 
(Figure 17). However, these figures are quite far from those in the global market.  

 Figure 17. ς Sizes of social impact investments in Italy (millions of Euro) 

 

Source: Tiresia, 2017 

In terms of sector, most Italian players state that they do no have a focus set beforehand, but their 
specialist skills have developed along with the investing activity evolution. Environmental themes account 
for 9% of social impact investments (Figure 18) 

Figure 18. ς Investment sectors of impact investors in Italy 

 

Source: Tiresia, 2017 
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BOX 3 ς PAY-FOR-RESULT  
The contract layouts based on pay-for-result logics are new forms of support to policy making redesigning the 
operation and the principles that have long governed the Public Administration actions. In a pay-for-result contract, 
the customer does not buy a service but a result, based on which the return is calculated.  
An example of this instrument is the Contrat à impact social, launched in France in 2016 to innovate and improve the 
provision of social programmes. Unlike SIBs, in this case, the reward to paid by the State in case of success is not 
calculated based on the generated savings for the Public Administration, but based on a transaction agreement by and 
between the parties to be laid down beforehand and proportional to the social impact generated. In this case, 
innovation lies in the mechanism to identify the need, which is reversed: it is no longer the State that is responsible for 
detecting needs and designing the social action to be undertaken or the funds to be put out for tenders, but it is the 
Third Sector that proposes an innovative strategy to solve social needs that are not being addressed. Private investors 
finance the project that is to be considered affordable enough to allow the invested money to be repaid and the 
reward from the State shall be granted only if the project is successful. 

 

As regards expectations, they tend to be similar in Italy and worldwide: nearly all respondents in the GIIN 
report and in the Tiresia survey reported that their investments met or exceeded their expectations, in 
terms both of impact and of financial performance. At a global level, return expectations are higher for net 
capital and for debt and higher as regards investments in emerging markets than in developed markets. 
Moreover, most respondents in the GIIN report did not report significant risk events in 2016 (75%).  

 

BOX 4 ς NEW MOMENTUM IN IMPACT INVESTING IN ITALY 
Between the end of November and 18 December 2017, the impact investing market of our Country came to a turning 
point. Three new instruments were launched to develop impact investing in Italy.  

One was promoted by the Italian State and has led the way to outcome funds at a national level, i.e. financial 
instruments that, in rewarding social impacts - based on the social result achieved and measured (pay-for result) - can 
support innovation processes, promote public-private partnerships, increase the efficiency of welfare expenditure, 
enhance the role of social enterprises and raise resources in the philanthropic sector and in the business world. In the 
2018 Budget Law, an amendment was approved (to Article 1 paragraphs 118-bis and 118-quinquies) setting up the 
άCƻƴŘƻ ǇŜǊ ƭΩƛƴƴƻǾŀȊƛƻƴŜ ǎƻŎƛŀƭŜέ ό{ƻŎƛŀƭ LƴƴƻǾŀǘƛƻƴ CǳƴŘύ ǿƛǘƘ ŀƴ ŜƴŘƻǿƳŜƴǘ ŦƻǊ нлму ƻŦ 9ǳǊƻ р Ƴƛƭƭƛƻƴ ŀƴŘ 9ǳǊƻ 
20 million for the two-year period 2019/20. ¢Ƙƛǎ ŦǳƴŘ άƛǎ ƛƴǘŜƴŘŜŘ ŦƻǊ ŎŀǊǊȅƛƴƎ ƻǳǘ ŦŜŀǎƛōƛƭƛǘȅ ǎǘǳŘƛŜǎ ŀƴŘ ŦƻǊ 
developing skills in public administrations based on achievable results and in order to foster and enhance social 
innovation in line with the European standarŘǎέΦ ²ƛǘƘ ǘƘƛǎ ǘȅǇŜ ƻŦ ƻǳǘŎƻƳŜ ŦǳƴŘǎ ς allowing public-private 
partnership to be set up based on pay-for-result schemes - it is possible to consider the resources allocated to the 
ǎǇŜŎƛŦƛŎ ǇǳǊǇƻǎŜ ŀǎ ƴƻǘ άǘŀƪŜƴ ŀǿŀȅέ ŦǊƻƳ ǘƘŜ LƴƭŀƴŘ wŜǾŜƴǳŜΣ ōǳǘ ŀǎ ƎŜƴŜǊŀǘe by an inclusive and circular economic 
process within which financial advantages generated by more efficient and effective processes can be assessed, 
measured and reinvested [Giovanna Melandri for Vita Magazine, 20 December 2017]. 

The second instrument was presented at the end of November during the Strategy meeting in Luxembourg, the 
annual meeting between Cassa Depositi e Prestiti and the European Investment Bank Group: Social Impact Italia is an 
investment platform designed to develop the Italian inclusive investing market supporting social entrepreneurship. 
This platform can rely on a total amount of Euro 100 million co-lent by FEI and CDP in equal parts. The ultimate 
purpose of Social Impact Italia is to foster the entry of new players and social impact projects, as well as to consolidate 
and extend the existing ones, promoting the development of the target financial industry skills and investing 
considerable resources in order to boost a still poorly developed market, in terms of both sizes and number of players. 
In operational terms, the Platform action layout is intended for investments in risk capital, aimed at achieving 
specific (social and economic) impacts and focused on two main targets: funds and investment vehicles specializing in 
impact investing, with specific reference to social entrepreneurship; financial entities active in social lending and 
microfinance. The Social Impact Italia platform will identify potential investment opportunities assessing their overall 
profile, not only in terms of profitability and affordability, but also and especially in terms of social impacts generated 
by the underlying initiatives, which shall be periodically assessed based on specific impact indicators. 

Finally, on 18 December 2017, the Unicredit banking group launched Social Impact Banking, a new programme with 
the objective of promoting activities with positive social impact, supporting individuals, microenterprises and social 
enterprises. Social Impact Banking focuses on the opening of new credit lines, on sƘŀǊƛƴƎ ǘƘŜ .ŀƴƪΩǎ ŦƛƴŀƴŎƛŀƭ ŀƴŘ 
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corporate know-how with the communities and on networking between organizations having the same positive 
social impact goals, such as association for social promotion, trade associations, foundations and public institutions. 
Social Impact Banking will develop on three action lines: a) microcredit, i.e. provision of credit, know-how and support 
to microenterprises that often have no access to traditional banking products and services, assessed based on their 
ability to create inclusion and increasing employment; b) Impact Financing, provision of products and services (for an 
amount of Euro 100 million) to for-profit and non-profit enterprises operating not only to maintain their project 
affordability, but also to meet social needs, such as boosting and promoting inclusion, measuring the achieved impact 
and rewarding it based on a pay-for-success scheme; c) financial education and inclusion, aimed at increasing 
financial awareness and fostering entrepreneurial spirit in schools.  

 

3.2 Impact measurement: assessment metrics 

LƳǇŀŎǘ ƳŜŀǎǳǊƛƴƎ ƛǎ ŎǊǳŎƛŀƭ ƛƴ ƛƳǇŀŎǘ ƛƴǾŜǎǘƛƴƎΦ {ƻŎƛŀƭ LƳǇŀŎǘ !ǎǎŜǎǎƳŜƴǘ ƳŜŀƴǎ άǘƘŜ ǉǳŀƭƛǘŀǘƛǾŜ ŀƴŘ 
quantitative assessment, in the short-, medium and long-term, of the effects of the activities carried out on 
the ǘŀǊƎŜǘ ŎƻƳƳǳƴƛǘȅ ǾǎΦ ǘƘŜ ǎŜǘ Ǝƻŀƭέ ώLǘŀƭƛŀƴ [ŀǿ bƻΦ млсκнлмсΣ !ǊǘƛŎƭŜ тΣ ǇŀǊŀƎǊŀǇƘ оϐΦ 

Perhaps, the most obvious reason to measure impact is to understand the social or environmental effects 
of an investment after its implementation. However, scholars have pointed out several other reasons for 
measurement, since it helps steering the decision-making process in various phases of the investment 
procedure. 

For example, So & Staskevicius (2015) pointed out four key measurement goals in their analysis of 20 
impact investing practices. 

PHASE GOAL 

BEFORE INVESTING Estimating the impact in the due diligence phase 
PLANNING  Selecting metrics and data collection methods for impact monitoring 
MONITORING Impact monitoring, for contributing to ensure success 
AFTER INVESTING Assessing effects and results 

 

Therefore, besides being a transparency indicator, impact measurement helps investors choose their 
investments (for example, selecting the enterprises with the best track records) and helps explain the 
reasons for the success (or failure) of an investment. 

Over the years, the tools to measure the social and environmental impacts generated have become many, 
as have their classifications and systemization. The range of methods and tools is now very wide, since the 
parties interested in them are many and very inhomogeneous. Evidence of this is that most GIIN 
respondents said that they measure their social and/or environmental performances with in-house 
developed metrics (75%) or, however, that they use qualitative indicators only (Figure 19). 
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50% 41% 9% 

OBIETTIVI DI IMPATTO 

Social and environmental impact Social Impact Enviromental impact 

Figure 19. ς Methods used to measure social and environmental performances 

  

Source: GIIN, 2017 

As regards impact goals, half of the investors aims at both social and environmental impact goals, while 
41% focuses mainly on social impact ones and the remaining 9% mainly on environmental impact ones 
(Figure 20). 

Figure 20. - Breakdown of goals by impact  

 

 

 

 

 

 

 

 

Source: Processing of data from GIIN 2017 

tǊƛƳŀǊȅ ƛƳǇŀŎǘ Ǝƻŀƭǎ ŀǊŜ ŘƛŦŦŜǊŜƴǘ ŘŜǇŜƴŘƛƴƎ ƻƴ ǘƘŜ ƛƴǾŜǎǘƻǊΩǎ ǎǘǊŀǘŜƎƛŜǎΥ investors that mainly look for 
returns below market rates are more inclined to take account also of social impact goals (61%). Moreover, 
26% of impact investors that participated in the GIIN 2017 survey reported that they are very active in 
monitoring the performances of some (or all) of their investments regarding SDGs; another third of the 
respondents plans to do that in the near future16 όCƛƎǳǊŜ нмύΦ ¢ƘŜȅ ŀǊŜ ŜǎǇŜŎƛŀƭƭȅ ŦƻŎǳǎŜŘ ƻƴ Dƻŀƭ у ά5ŜŎŜƴǘ 
²ƻǊƪ ŀƴŘ 9ŎƻƴƻƳƛŎ DǊƻǿǘƘέΣ ōǳǘ ŀƭǎƻ ά!ŦŦƻǊŘŀōƭŜ ŀƴŘ /ƭŜŀƴ 9ƴŜǊƎȅέ ŀƴŘ ά¢ŀƪŜ ǳǊƎŜƴǘ ŀŎǘƛƻƴ ǘƻ ŎƻƳōŀǘ 
ŎƭƛƳŀǘŜ ŎƘŀƴƎŜ ŀƴŘ ƛǘǎ ƛƳǇŀŎǘǎέΦ   

                                                           
16

 The respondents focusing on emerging markets are more likely to monitor the performance of their investments in terms of 

SDGs, with 37% of them already doing so and 38% planning to do that in future. On the other hand, the respondents focusing on 

the market are less likely to address SDGs, with 56% not even planning it. 
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Figure 21. ς Number of impact investors broken down by monitored SDGs, in absolute values 

 

Source: GIIN (2017) 

In order to understand the change made by an enterprise, the logic framework to be used is that regarding 
the so-called Impact value chain that gives a graphic representation of the various steps in the so-called 
Theory of Change (ToC; Figure 22).  

Figure 22. ς Impact value chain 

 

 

 

 

 

 

 

Source: AICCON (2015)  

Impact measurement Performance measurement 

INPUT 
(resources) 

 

ACTIVITIES 
 

OUTPUT 
 

OUTCOME 
 

IMPACT 

 
DEADWEIGHT 


























































