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1-1 Background 

Social impact bond (hereinafter referred to as 

“SIB”) is an innovative funding mechanism 

that enables private investors to enter into 

performance-based contractual arrangements 

with the public sector with the ultimate goal of 

achieving better social outcomes in certain 

areas. The SIB model offers financial 

incentives when the objectives pre-determined 

by the governing authority and private-sector 

service providers are achieved. In line with the 

recent trend of Evidence-Based Policy 

Making (EBPM) that aims to satisfy the 

objective requirement of a clear link between 

investment and impact, SIB gains popularity 

as a solution for development challenges that 

OECD DAC List countries are now 

experiencing and also as a financial 

instrument used not only to attract public 

finance from traditional donors but also from 

private-sector such as private foundations. 

 

Particularly in Latin America and the 

Caribbean (LAC) where heightened income 

inequality and a large number of social issues 

need to be addressed through the 

redistribution of wealth, the financial 

stringency caused by populist subsidy policies 

and tighter fiscal management practiced under 

fiscal responsibility laws necessitate more 

suitable fiscal policies. High potential demand 

for SIB is therefore expected as one of the 

measures to improve the efficiency of public 

expenditures including subsidies and other 

different forms.  

 

Served as a new solution to problems faced by 

developing economies along their path toward 

development, SIB is deemed complementary 

with other traditional cooperation schemes 

and approaches that the Japan International 

Cooperation Agency (“JICA”) is currently 

adopting there, and that alone makes this study 

of the SIB potentials more meaningful for 

JICA. 
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1-2 Study Overview 

 

 Figure 1: Overview of study 
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1-2-1 Purposes and approach 

The purpose of this study is to have an 

overview and a close analysis of the central 

and local government spending in LAC 

countries- especially in Colombia, Peru, and 

Brazil, collect information regarding 

expenditures potentially incorporated into SIB 

programs, and to explore the possibility of 

cooperation between various stakeholders and 

JICA with respect to SIB-related projects. For 

the realization of this study, two major steps 

will be necessary: Step 1: Analyze SIB trends 

across the globe and target countries, Step 2: 

Formulate hypothetical ripple-effect scenarios 

for a sustainable development of SIBs in LAC 

based on insights drawn from Step 1. Then, 

high-potential SIB themes in three countries 

covered by this study will be identified and 

brought to discussions with local governments 

to reveal the feasibility of setting up SIBs with 

those themes and JICA's involvement. 

 

 Figure 2: Overall work plan (excerpt from DI’s initial proposal) 
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1-2-2 Organizational structure 

This study is carried out in collaboration with 

IDB Lab, innovation laboratory of the Inter-

American Development Bank (IDB) Group. 

IDB Lab has provided us with various insights 

into SIB-focused innovative development 

assistance approaches. 

 

This study is conducted mainly by Dream 

Incubator Inc. (“DI”), headquartered in Japan. 

DI’s business model is highlighted by a 

multifaceted and interactive combination of 

strategy consulting and incubation initiatives  

such as management support and venture 

capital investment in and outside Japan. DI’s 

main mission is centered on solving various 

social issues and creating new businesses, 

backed by its varied expertise and strong track 

record in investment funds, management and 

startup support, as well as public-private 

partnership building. 

 

 

 Figure 3: DI’s snapshot 
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DI has recently launched a SIB - the very first 

one in Japan and among Asia’s biggest funds. 

The first project it funds aims at preventive 

care for the elderly people in Toyota City. DI’s 

COO Kyohei Hosono who is presently 

overseeing SIB and impact investment 

initiatives of DI, has been assigned as project 

team leader for this study. The following table 

shows all the project team members involving 

in this study. 

 

 

 

 

 

 

 

 

 

 

 

 Table 1: List of project team members 

Scope of work Full name Company 

Chief officer/ 

Impact investing 

Kyohei Hosono Dream Incubator Inc. 

Public policies Makoto Miyauchi Dream Incubator Inc. 

Public finance management Hiroshi Matsuoka Office 1192, LLC 

Finance Ryosuke Kusuda Dream Incubator Inc. 

Compilation of research 

(Overall support) 

Yuriko 

Yamaguchi 

Dream Incubator Inc. 
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1-2-3 Schedule 

The study was originally scheduled from 

January 28th, 2021 to November 31st, 2021, 

but was extended to January 28th, 2022 to 

secure opportunities for discussion with the 

local governments. 

The overall study timeline is as follows. 

 

 

 Figure 4: Timeline as of inception 

 

 

1-2-4 External meeting record 

Several interviews with stakeholders in and 

outside of JICA have been conducted to verify 

the feasibility of establishing SIBs in LAC. 

The table below provides a list of meetings 

during this study.  

 

Date Participants Agenda 

May 27th, 2021 JICA Brazil Office (Mr. Masayuki Eguchi, 

Mr. Shinji Sato, Mr. Ryunosuke Kataoka), 

JICA Latin America and the Caribbean 

Department (Mr. Taishi Hayakawa) 

・Potential SIB 

themes in Brazil 

June 1st, 2021 JICA Colombia Office (Mr. Naoki Kamijo, 

Mr. Yoichi Ueno), JICA Latin America and 

the Caribbean Department (Mr. Taishi 

Hayakawa) 

・Potential SIB 

themes in Colombia 
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Date Participants Agenda 

June 3rd, 2021 JICA Peru Office (Mr. Tomoyuki Odani, 

Ms. Yumi Nakagawa, Ms. Yun Yamanaka), 

JICA Latin America and the Caribbean 

Department (Mr. Taishi Hayakawa) 

・Potential SIB 

themes in Peru 

June 28th, 2021 IDB Lab (Ms. Christine Ternent, Mr. 

Tetsuro Narita), JICA Latin America and the 

Caribbean Department (Mr. Takayoshi 

Tange, Mr. Shohei Kashiwagi, Ms. Misa 

Haratsu, Ms. Minori Chitani, Mr. Taishi 

Hayakawa) 

・Hypothesis of 

sustainable SIB 

development scenarios 

for LAC 

・Potential SIB 

themes and their 

feasibility in LAC 

August 16th, 2021 JICA Governance and Peacebuilding 

Department (Mr. Chigiru Yamashita, Mr. 

Satoshi Ikegami, Mr. Takashi Ishii), JICA 

Latin America and the Caribbean 

Department (Mr. Takayoshi Tange, Mr. 

Taishi Hayakawa) 

・SIB feasibility for 

crime reduction in 

Brazil 

August 18th, 2021 Nippon Koei Co., Ltd. ・Issues in water 

supply and sewerage 

infrastructure and SIB 

feasibility in Peru 

August 26th, 2021 Nippon Koei Co., Ltd. ・Solid waste issues 

and SIB feasibility in 

Peru 

August 27th, 2021 JICA Global Environment Department (Mr. 

Shigeyuki Matsumoto, Ms. Yoko Hattori, 

Mr. Takahiro Otsuka, Mr. Yuto Hyakkan), 

JICA Latin America and the Caribbean 

Department (Mr. Takayoshi Tange, Mr. 

Taishi Hayakawa) 

・SIB feasibility for 

water and sewerage 

improvement in Peru 

September 3rd, 2021 JICA Global Environment Department (Ms. 

Sanae Yoshida, Mr. Shiro Amano), JICA 

Latin America and the Caribbean 

Department (Mr. Takayoshi Tange, Mr. 

Taishi Hayakawa)  

・SIB feasibility for 

solid waste 

improvement in Peru 
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Date Participants Agenda 

September 3rd, 2021 JICA Evaluation Department (Mr. Masanari 

Yanagiuchi, Ms. Aya Tamura, Ms. Kayo 

Matsunobu, Ms. Moeko Imayoshi), JICA 

Latin America and the Caribbean 

Department (Mr. Takayoshi Tange, Mr. 

Taishi Hayakawa) 

・SIB feasibility for 

crime reduction in 

Brazil 

September 6th, 2021 JICA Economic Development Department 

(Mr. Masayuki Miyazaki), JICA Latin 

America and the Caribbean Department 

(Mr. Takayoshi Tange, Mr. Taishi 

Hayakawa), JICA expert (Mr. Toshiaki 

Kurihara) 

・SIB feasibility for 

improving farmers' 

livelihoods in 

Colombia 

October 14th, 2021 Instiglio, JICA Latin America and the 

Caribbean Department (Mr. Takayoshi 

Tange, Mr. Shohei Kashiwagi, Ms. Minori 

Chitani, Mr. Taishi Hayakawa) 

・Possible 

cooperation for SIB 

development in LAC 

November 16th, 2021 Ministry of the Environment of Peru, JICA 

Peru Office (Mr. Tomoyuki Odani, Ms. 

Chiaki Takabatake, Ms. Yun Yamanaka), 

JICA Latin America and the Caribbean 

Department (Mr. Takayoshi Tange, Mr. 

Shohei Kashiwagi, Mr. Taishi Hayakawa, 

Ms. Chihiro Ogata) 

・SIB feasibility for 

solid waste 

improvement in Peru 

December 23rd, 2021 ADR (Agencia de Desarrollo Rulal) of 

Colombia, JICA Colombia Office (Mr. 

Naoki Kamijo, Mr. Yoichi Ueno), JICA 

Governance and Peacebuilding Department 

(Mr. Takumi Sunohara), JICA Latin 

America and the Caribbean Department 

(Mr. Takayoshi Tange, Mr. Shohei 

Kashiwagi, Mr. Taishi Hayakawa, Ms. 

Chihiro Ogata), JICA expert (Mr. Toshiaki 

Kurihara) 

・SIB feasibility for 

improving farmers' 

livelihoods in 

Colombia 

  



14 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2. Analysis results of SIB trends across the globe 

  



15 

 

2-1 Overview of SIB  

2-1-1 Overview of SIB scheme 

 

 Figure 5: Social impact bond’s model 

 

 

Social impact bond (“SIB”) - a type of public-

private partnership, seeks to maximize social 

impact by outsourcing social services to 

private sector actors. 

 

As shown in Figure 5, there are seven major 

steps in the implementation of a SIB scheme: 

1) Private investors (institutional investors, 

foundations, individual investors) provide 

upfront capital to an intermediary to finance 

social programs, 2) The outcome payer 

(typically the government) contracts with 

private-sector service providers through the 

intermediary to deliver social services with 

pre-determined outcomes, 3) Contracted 

service providers work with beneficiaries to 

render the services, 4) An independent 

evaluator evaluates the outcomes or 

accomplishments of the project, 5) The 

evaluator reports evaluation results to the 

government, 6) The government pays the 

intermediary based on the achievement of 

agreed-upon outcomes, 7) The intermediary 

repays the investors the principal amount plus 

interest according to the financial incentives 

received. 
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2-1-2 The invention of SIB 

The SIB was created in the course of the 

consideration of social investment of the U.K. 

government who advocates small government. 

From the Thatcher administration, the trend of 

small government brought the change of 

policies to leverage the power of private sector. 

The Conservative Party introduce PFI as part 

of its market-based policies, along with asset 

sales and privatization of government 

enterprises. However, these policies have 

resulted in a transfer of risk to the private 

sector. From 1997, the Blair government of 

the Labor Party had shifted to a philosophy of 

optimal risk sharing between the public and 

private sectors. In that time, the committee to 

study the concept of distributing dormant 

deposits of retail banks to youth and social 

projects was formed. The committee was the 

forerunner of Social Finance, which was 

established in 2007 to develop SIBs and 

become the main actor of worldwide SIB 

formation. 

 

SIB was invented to better balance the risks 

between the outsourcer and outsourcee arising 

out of outsourcing in the public sector. Figure 

6 shows the transition concerning the practice 

of outsourcing and contracting with the 

private sector in public service delivery. 

 

 

 Figure 6: Historical background of the invention of SIB 
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The partial outsourcing model in many cases 

is not cost effective. The reason is that 

specifications are pre-determined by the 

government with merely a part of the services 

rendered by private sectors to utilize their 

capabilities for public-sector initiatives, 

leaving little room for innovation from the 

service providers’ standpoint. To solve this 

problem, the private finance initiative (PFI) 

model is then developed. Unlike previous 

schemes with detailed specifications included 

in contract documents, the PFI model instead 

allows private-sector service providers to 

maximize their capability in service delivery 

through entering into outsourcing agreements 

as an equal partner with the public sectors to 

offer certain services in a comprehensive 

manner placing emphasis on results and 

performance. Plus, competitive bidding driven 

by market dynamics is expected to lower costs 

for governments. But there is, however, 

another problem. The government has to bear 

a greater risk such as deterioration in service 

quality following the consignment due to 

fierce price competition of bidding. 

Particularly, many private-sector service 

providers tend to focus on winning the bid by 

offering low-quality services for a lower price. 

The pay-for-success (PFS) scheme is intended 

to tackle this issue of moral hazard, but at the 

same time it has posed a big risk to service 

providers due to the lack of upfront capital and 

unknown prospect of outcomes. 

 

SIB opens the door to solving these problems 

by looking at private investors’ demand of 

funding projects for better social outcomes, 

mobilizing upfront capital from them to 

finance service providers, and enabling better 

risk sharing among relevant stakeholders. The 

SIB model can maximize social impact while 

financial risks are transferred away from the 

government and service providers to the 

investors. 
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2-1-3 SIB stakeholders’ roles and incentives 

As shown in Figure 7 below, there are 

different incentives for each stakeholder 

involved. 

 

 

 

 

 Figure 7: SIB stakeholders’ roles and incentives 
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The benefits available to the government for 

their participation in a SIB is of utmost 

importance to the architecture of SIB. As 

indicated in Figure 8, thanks to the 

characteristics of pay-for-success model, 

higher outcomes can be achieved at a lower 

cost with a stronger governance being 

established over the service providers through 

the involvement of external stakeholders. 

Service providers can have a certain level of 

freedom to create and put their innovative 

ideas into action for project delivery as the 

contract is performance/output-based without 

appointing any particular programs design 

specifications. In addition, the upfront capital 

mobilized from private investors allows a 

large-scale expansion of services and 

preventive activities. The financial risk 

transfer is also an attractive factor to attract a 

wider range of service providers. 

 

 

 Figure 8: What SIB initiatives have to offer the government 
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2-1-4 The position of SIB within ESG 

investing and impact investing 

As shown in figure 9 below, ESG/impact 

investments comprise four major goals listed 

in the order of social returns generated: 

creating impactful solutions, seeking new 

ESG-based market opportunities, reducing 

ESG-related risk factors, and pursuing 

competitive returns. Different types of 

investment will cover different goals among 

these four. For example, in sustainable 

investing, ESG considerations are actively 

integrated throughout investment processes 

where investors will prioritize competitive 

returns without seeking new ESG-based 

market opportunities and ESG-related risk 

mitigation efforts. Regarding the position of 

SIB within ESG investing and impact 

investing, SIB is focused on generating high 

social impact rather than pursuing competitive 

financial returns. On the other hand, although 

SIBs have higher financial returns than ODA, 

their financial returns are less secure than 

those of green bonds and sustainability-linked 

loans. 

 

 

 Figure 9: Position of SIB within ESG investment and impact investment 
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2-2 The worldwide presence of SIB 

2-2-1 Overview of SIBs across the globe 

 Figure 10: Worldwide presence of SIBs 

 

 

 

The number of SIBs launched across the globe 

is gradually increasing every year since the 

world’s first SIB program was ever 

established in 2010 to prevent re-offending in 

Peterborough prison in the U.K. As of 2019, 

the world records more than 139 SIBs. 

 

The breakdown chart shows that the majority 

of SIBs took place in the U.S. and SIB origin 

country the U.K., followed by the Netherlands 

and Australia totaling 128 SIBs formed in 

developed countries, mostly in Europe and the 

U.S., while only 11 are situated in OECD 

DAC List countries. This gap arises because 

governments of developed nations have an 

advanced level of administrative capacity and 

functions than less developed nations which is 

essential for the success of SIB 

implementation. 
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In terms of SIB themes, as shown in the left-

hand side of Figure 11 prevailing topics 

include social welfare (typically employment 

support), education, and healthcare that 

require huge public expenditures due to large 

target population. The scale of SIBs needs to 

be large enough to incentivize private-sector 

investors, which will therefore necessitate 

SIBs having a substantial potential for 

spending cuts for governments participating in 

these programs as they need to secure a large 

target population and sufficient funds to repay 

investors for the achievement of social 

outcomes. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 11: Major SIB themes 
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2-2-2 Historical precedents of SIB in the U.S. and the U.K. 

 Figure 12: The world’s first SIB in the U.K. - Re-offending prevention in 

Peterborough Prison 

 

 

The Figure12 illustrates the world’s first SIB, 

a project aimed at reducing reconvictions to 

achieve prisons cost savings in Peterborough 

prison (the U.K.) launched from 2010 to 2015. 

In this scheme, the Ministry of Justice was the 

outcome payer and One Service (operated by 

the UK-based Social Finance) was the 

intermediary that contracted with 3 service 

providers to undertake re-offending 

prevention education programs in prisons. 

Eventually, the SIB was suspended after 5 

years since its establishment due to a change 

in judicial policies of the Ministry of Justice. 

In 2014, the Ministry of Justice announced 

their policies to expand a reintegration 

program for offenders after serving their 

prison sentences on a national scale, making it 

impossible to measure this SIB’s outcomes 

with accuracy given the impacts of this new 

program rollout. 
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2-2-3 Key stakeholders in the U.S. and the 

U.K. and their initiatives 

The characteristics of the U.S. and the U.K. 

stakeholders’ initiatives are summarized as 

below. 

 

 

 

 

 

 Figure 13: Characteristics of stakeholders in the U.S. and U.K. SIBs 
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SIBs in the U.S. and the U.K. have the three 

main characteristics: the first characteristic 

is the participation of the government as an 

outcome payer. In the U.K., the central 

government often serves as the outcome 

payer, while in the U.S. where 

decentralization is taking place, in many 

cases it is municipal governments who will 

take this role. This is a distinctive 

characteristic of SIBs in these two countries 

due to differences in their administrative 

structures. In OECD DAC List countries, on 

the other hand, outcome payers are usually 

non-governmental players. 

 

The second characteristic is the involvement 

of SIB designer Social Finance (an NPO) as 

an intermediary in both the U.S. and the U.K. 

As a participant of 1/4 of all SIBs in the U.K. 

with offices located in the U.S., Social 

Finance is a major contributor to the 

expansion of SIBs worldwide. There is few 

organizations specializing in providing SIB 

intermediary function or having this role as 

their core business. The most prominent 

representatives of this stakeholder group 

include Social Finance as mentioned above 

and Instiglio who has active presence in 

OECD DAC List countries. In many SIBs, 

traditional development consulting firms 

such as Palladium also function in this role. 

The profile of Social Finance is shown in the 

following figure. 

 

 Figure 14: Profile of intermediary Social Finance 
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The third characteristic is that most SIB 

investors in the U.S. are private foundations 

and philanthropists, owing to the fact that 

there is already a philanthropic investment 

environment in place, while in the U.K., SIB-

focused funds fueled by the government are 

dominant. In particular, the Bridges Fund 

Management (BFM), an asset management 

company established in 2002, specializes in 

impact investing and has assets of about $1.37 

billion. Although BFM’s investment portfolio 

is focused on large social impact businesses 

and real estates, it also funds various SIBs of 

employment support, child welfare, 

homelessness, and chronic diseases, 

contributing greatly to the expansion of SIBs 

in the international community. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 15: Profile of investor Bridges Fund Management 
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2-3 SIB trends in Japan 

2-3-1 Overview of SIBs in Japan 

In Japan, SIBs began to emerge since around 2015.  

 

 Figure 16: Overview of SIBs in Japan 
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One of the characteristics of SIBs launched in 

Japan is that there is a large number of 

programs in healthcare and nursing care 

systems. The country’s aging population is 

believed to be a contributing factor in this 

situation. As a result, outcome payments are 

often done by municipal governments alone or 

through inter-city collaborations since 

healthcare and nursing care initiatives are 

implemented and managed by municipal 

governments where SIBs take place. 

 

The country’s relevant ministries and agencies 

are actively providing support for the 

establishment of SIB projects in the said 

sectors. 

 

 

 

 

 

 

 

 

 

 Figure 17: Japanese ministries and government agencies’ supportive actions for 

SIBs 
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The Ministry of Economy, Trade and Industry 

(METI) is assisting the formation of SIBs to 

promote the creation of industries for life 

extension of communities. The following 

figure provides an overview of SIB projects 

carried out by METI as part of their said 

efforts. 

 

 

 

 

 

 

 

 Figure 18: Summary of SIBs implemented by METI 
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2-3-2 Initiatives of Dream Incubator Inc. 

As previously mentioned, DI is currently 

accelerating its efforts to expand the SIB 

ecosystem in Japan. DI's initiatives can be 

broadly grouped into two categories: the 

establishment of SIB funds and the 

management of SIB projects. For the former, 

DI launched Japan’s first-time and Asia’s 

biggest SIB fund in July 2021. Established 

with the purpose of securing private capital for 

funding a hypothetical number of various SIB 

projects, this will be the pool of funds for SIB 

private investors to invest in (e.g., Nippon Life 

Insurance Company, Development Bank of 

Japan Inc.) and gains SIB financial incentives 

as investment returns. For the latter, DI started 

a long-term care prevention SIB project in 

Toyota City in July 2021. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 19: Overview of DI’s SIB initiatives 
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Toyota City long-term care prevention SIB 

outdoes other SIBs in 2 points. The first point 

is the use of academic data for evaluation. 

Historically, it has been difficult to establish 

SIBs in the field of long-term care due to the 

obscure causal relationship between the 

implementation results of nursing care 

prevention measures (output), the reduction in 

the level of nursing care required by each 

individual (outcome), and government 

spending savings (impact). However, DI has 

made it possible to evaluate the outcomes and 

impacts of this SIB project by collaborating 

with a university with various researches 

conducted to clarify the above causal 

relationship. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 20: KPIs set for Toyota City long-term care prevention SIB 
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The second point is the engagement of 

innovative startups as service providers. 

Historically, NPOs and NGOs with their usual 

traditional solutions have been appointed as 

service providers in many SIB projects. The 

Toyota City's long-term care prevention SIB 

has managed to involve many startups that 

adopt digital technologies in the services they 

provide. 

 

 

 

 

 

 

 

 

 

 

 Figure 21: Examples of some service providers in the Toyota City SIB 
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2-3-3 Prospects of future SIB 

implementations in Japan 

Currently, the SIB model is mainly applied to 

social issues in which it can mitigate negative 

impacts on individuals and local communities 

(illness, violence, employment, crime, 

accidents, child welfare, and healthcare). In 

the future, the SIB scheme is deemed potential 

to apply to issues with outcomes that are 

difficult to assess in the short term in a target 

region or country (nursing care, infrastructure 

maintenance, disaster prevention, and 

environmental issues). Moreover, issues with 

new positive social impacts will be the most 

challenging for SIB design as their outcome 

metrics are substantially difficult to define. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 22: Overall picture of social issues and DI’s view of future SIB expansions 
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In Japan, besides the aforementioned nursing 

care prevention program launched by DI, 

there are also a number of initiatives regarding 

new SIB themes that have not been covered 

before. As the efficiency of government 

subsidized programs remained unverified in 

Higashiomi City (Shiga Prefecture, Japan), 

the city government has established an SIB 

transforming subsidized development projects 

for resolving several regional problems into 

outcomes-based schemes. Multiple programs 

have been rolled out to support the 

revitalization of local communities. An 

overview of this SIB in Higashiomi City is 

shown in the following figure. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 23: Overview of SIB in Higashiomi City 
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2-4 SIB trends in OECD DAC List 

countries 

2-4-1 Overview of SIBs in OECD DAC List 

countries 

The number of SIBs launched in OECD DAC 

List countries is gradually increasing since 

2015. In 2013, Social Finance published a 

report on the adoption of SIB scheme for the 

development of OECD DAC List countries 

after a series of SIB rollouts in developed 

countries since 2011. The report paves the 

way for the development of SIBs and DIBs in 

OECD DAC List countries. SIB is being 

employed as one of the approaches to 

addressing OECD DAC List country-specific 

social issues. Since the first SIB was 

established in Peru, there emerges a trend to 

develop SIBs mainly in 3 regions, namely 

LAC, India, and Africa. DFIs and 

intermediaries in these countries have been 

working on regional expansion of SIBs in 

certain targeted areas. Their diligent and 

tireless activities have, however, widened 

regional disparities. Further details will be 

given in later sections. 

 

 Figure 24: Overview of SIBs in OECD DAC List countries 
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The first SIB project launched in LAC, which 

was also the first SIB in an OECD DAC List 

country, was aimed to support indigenous 

peoples in Peru with cocoa and coffee 

production. Unlike SIBs launched in 

developed countries thus far, their objective is 

not to cut public spending, but to improve 

livelihoods of indigenous peoples with the 

outcome payer being the Common Fund for 

Commodities (CFC) who seeks to apply the 

DIB model mentioned in a Social Finance 

report to the region. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 25: The SIB for a sustainable cocoa and coffee production by indigenous 

communities of Peru 
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The following figure shows major 

characteristics of SIBs in OECD DAC List 

countries. The outcome payer is usually 

philanthropists or private foundations 

alongside the government. SIB schemes in 

OECD DAC List countries without the 

government participation are often referred to 

as DIBs (development impact bonds). Their 

purpose of launching SIBs is totally different. 

In OECD DAC List countries, the purpose is 

often to create social impact and secure funds, 

whereas in developed countries it is mainly to 

reduce government spending. This difference 

in stakeholder engagement and SIB objectives 

also clearly shows up in commonly found SIB 

themes. Trending SIB themes in OECD DAC 

List countries are not only limited to public 

spending cuts, but also social issues 

encountered along the path toward economic 

development, while in developed countries 

they relate to social issues that require large 

public spending. 

 

 Figure 26: The differences between developed and OECD DAC List countries in 

SIB trends 

  



 

38 

 

SIBs in OECD DAC List countries are also 

vastly different from those of developed 

economies in terms of stakeholders. Besides 

the intermediary Social Finance mentioned 

above, there are also organizations like 

Colombia’s Instiglio who specializes in acting 

as a SIB intermediary in OECD DAC List 

countries. There is also a wide range of 

investors including philanthropic funds and 

private foundations as well as local banks, 

international development agencies, and 

crowdfunding investors. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 27: Characteristics of stakeholders in the U.K. and OECD DAC List 

countries 
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2-4-2 SIB initiatives of DFIs 

International development financial 

institutions (“DFIs”) are often involved in 

SIBs in OECD DAC List countries. They 

usually participate in SIBs as outcome payers 

or investors. 

 

 

 

 

 

 

 

 Figure 28: Major stakeholders of SIBs launched in OECD DAC List countries 
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IDB Lab, USAID, and DFID are three 

distinguished examples of DFIs when it comes 

to SIB initiatives. 

 

Particularly, SIBs taken place in OECD DAC 

List countries are often limited in budget for 

social outcome payments which shall be made 

by municipal governments or private 

foundations alone as they seem to have 

difficulties securing funds from other 

investors. This is why DFIs with a large fund 

size appear to be an attractive stakeholder for 

SIBs. The Village Enterprise DIB in Kenya 

and Uganda has considered developing a SIB 

with the intermediary Instiglio taking the 

leading role but it was unable to engage 

private foundations as outcome payers. They 

later approached DFID and USAID for this 

function. The Cameroon Cataract Bond has 

selected OPIC as its investor from other 

private-sector candidates. With great interest, 

DFI considers SIB as a promising scheme for 

public-private partnership scheme to 

maximize development impact. IDB Lab has 

made a significant contribution to the 

establishment of several SIB programs in 

LAC with the ultimate goal of building a SIB 

ecosystem in the region. And while USAID is 

engaged in Utkrisht Impact Bond to explore 

new financing schemes for development 

projects, DFID takes part in India's education-

related SIBs for technical assistance and is 

rolling out several research projects on SIBs 

and DIBs in order to achieve education and 

other sustainable development goals mainly in 

South Asia. 
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The following section shows some main 

examples of projects the DFIs have engaged 

with. 

 

(1) Engagement as an outcome payer 

(examples) 

Most notably, USAID set up a big SIB with a 

$8 million outcomes fund in India to improve 

the health of 300,000 mothers and newborns 

across Rajasthan. This SIB aims to work with 

private health facilities across the region to 

improve and maintain service quality and 

processes of maternal care with the tripartite 

collaboration among the local government of 

Rajasthan, USAID, and the Merck for 

Mothers as outcome payers. The 3 

organizations joined hands to study the 

applicability of outcomes-based schemes and 

develop this SIB program for pregnant and 

parturient women. While Palladium and the 

government of Rajasthan have been working 

to expand their maternal care efforts 

regionally, Palladium - an actor with previous 

experience in SIB projects, has launched 

outcomes-based fundraising initiatives 

together with HLFPPT in other states. These 

initiatives were funded by the Department of 

International Development of the U.K. In 

addition, with HLFPPT’s support, Merck for 

Mothers has launched several maternal care 

initiatives in India with training and quality 

assurance systems provided to 76 private 

facilities in Rajasthan over 3 years. A similar 

pay-for-performance scheme has also been 

considered by USAID and PSI, a non-profit 

organization that offers development 

assistance to OECD DAC List countries.

 Figure 29: USAID × Outcome payer: Pregnant women and newborns’ health SIB 

(India) 
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(2) Engagement as an investor (examples) 

OPIC (now the United States International 

Development Finance Corporation) 

participated in a DIB for blindness prevention 

through cataract treatments in Cameroon, with 

the Conrad N. Hilton Foundation being the 

outcome payer with a 100% principal 

guarantee offered to the investors. As part of 

the initiative, training programs are offered to 

develop a human resource of highly skilled 

eye care professionals. The noteworthy point 

is that OPIC has provided $1.75 million out of 

the $2 million capital for this DIB. With a 

strong interest in DIBs, the Fred Hollows 

Foundation, as an outcome payer, has 

prepared a draft SIB proposal with an initial 

focus on eye care for blindness prevention. 

The Conrad N. Hilton Foundation, an investor 

of the Africa Eye Foundation in the sub-

Saharan Africa, joined the SIB as an outcome 

payer, Cameroon was therefore selected as the 

target region of the program. After several 

negotiations with Deutsche Bank and other 

potential investors, OPIC has been selected as 

the SIB investor. 

 

 

 Figure 30: OPIC × Investors: Cameroon Cataract Bond (CAMEROON) 
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3. SIB-related study results in the focus countries 
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3-1 SIB situation in LAC 

Being a pioneer of the early adoption of SIBs 

among emerging and developing nations, 

LAC countries have launched a more 

significant number of SIB projects across the 

region compared to other groups of OECD 

DAC List countries. Most SIBs in LAC are 

created to address social issues similar to 

those in OECD DAC List countries. There are 

three main characteristics of SIBs in LAC, 

namely 1) A relatively large number of local 

government participants as in youth 

employment SIBs in Buenos Aires, Argentina, 

employment support SIBs in Colombia, etc., 

2) Major contribution of IDB Lab – an 

innovation laboratory of the Inter-American 

Development Bank Group - to the 

establishment of SIBs in the region such as a 

series of SIBs established in Colombia for 

employment support, etc., and 3) Presence of 

local intermediaries such as Instiglio. 

 

 

 

 Figure 31: Overview of SIBs/DIBs and stakeholders in LAC 
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3-2 LAC SIB case studies  

Among the SIB case studies in LAC, 

particular attention should be paid to 

employment SIBs that proceed with the 

engagement of local authorities and 

government agencies in Colombia and 

Argentina. 

 

The Colombian central and local governments 

have led several SIB projects supported by 

IDB Lab. These programs have three 

significant outcomes:  

(a) With the involvement of the central 

government, the first SIB project enables an 

accumulation of employment SIB-related 

know-how within the region and the SIB 

effect appeals to other local governments.  

(b) The central government clears the hurdle 

of the government's inability to secure a 

budget by establishing an outcomes fund 

within the Social Prosperity Department.  

(c) This is a rare case of continuous 

establishments of SIBs in the world and is also 

a remarkable example of a sustainable SIB 

ecosystem. The establishment of an outcomes 

fund as in (b) is a particularly important point 

in this example. Further details on this point 

will be given in later sections. 

 

 

 

 Figure 32: Employment SIBs in Colombia 
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For the employment SIB in Argentina, the city 

of Buenos Aires was the outcome payer in 

charge of structuring and launching the said 

SIB. As the SIB’s leading actor, the new 

government of Buenos Aires city expected to 

increase its public approval ratings through 

innovative policies such as SIBs. IDB Lab’s 

role in this SIB is principal guarantor. 

 

 

 

 

 

 

 

 

 

 Figure 33: Youth employment SIBs in Buenos Aires 
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3-3 Key stakeholders and their initiatives 

3-3-1 Activities of IDB Lab in LAC 

As mentioned above, IDB Lab plays a major 

role in the formation of a SIB ecosystem in 

LAC. See the following diagram for its roles 

within SIBs in LAC. 

 

 

 

 Figure 34: Roles of IDB Lab in SIBs 

 

 

To support the establishment of SIBs, IDB 

Lab provides regional governments with 

technological, financial, and network-related 

support. Specifically, on the technical front, 

they work with intermediaries who have 

extensive knowledge of SIBs such as Social 

Finance and Instiglio to design SIBs and 

evaluate past policies. On the financial aspect, 

they support to build a data infrastructure 

necessary to measure SIB outcomes and 

finance initial research costs. For networking 

purposes, they also proactively hold several 

seminars to connect the local governments, 

private foundations, and service providers. 

 

As a SIB participant, IDB Lab has two major 

roles, including an outcome payer or a 

principal guarantor of investors. Notably, IDB 

Lab has helped clear single-year budget 

hurdles and address insufficient public budget 

issues by participating in SIB schemes as an 

outcome payer with local and foreign 

governments. 
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3-3-2 Activities of SIB intermediaries and 

other project supporting organizations 

Intermediaries play an essential part in the 

implementation of SIBs. Given the global 

trends in SIB implementation, know-how of 

SIB scheme design and operation tends to 

accumulate with intermediaries, and this 

tendency is even more evident for the special 

environment in LAC where people speak the 

same language. Like Social Finance playing 

the central role in the establishment of SIBs in 

developed countries, Instiglio serves a similar 

role in LAC market. Instiglio is a for-profit 

corporation whose main activity is to act as an 

intermediary for SIBs in OECD DAC List 

countries. Headquartered in Colombia, 

Instiglio primarily focuses on expanding SIBs 

in LAC countries. They are a pioneer in the 

field of impact bonds that has involved in 

about half of the 20 SIBs projects currently 

launched in OECD DAC List countries. 

 

 

 Figure 35: Instiglio’s initiatives as SIB intermediary 
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3-4 Current situation of SIB-related 

legislative systems in LAC  

The development of legal systems is a crucial 

issue for the structuring of SIBs. Some 

countries have little legal ground for SIB 

implementation, and in some cases, it is even 

impossible to perform one. And, even though 

it is possible to set up SIBs, there might be 

significant limitations concerning program 

schemes and according participants due to the 

fact that it is practically impossible to have an 

intermediary involved as the payment of 

outcomes cannot be outsourced and that 

investment returns cannot be gained from 

philanthropic investments. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 36: Current regulations and respective situation in each target country 
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Among the countries covered in this research 

study, Brazil has a huge regulatory hurdle as 

there is no legal basis in place for establishing 

SIBs in the country. The government has 

drafted CIS Act towards the enactment of a 

SIB-related legal system. The CIS Act aims to 

address vulnerabilities of SIB’s legal 

foundation regarding the inability of the 

government and civil society organizations to 

share profits and guarantees benefits of 

service providers and investors through pay-

for-success schemes/SIBs. Despite the 

approval of CAE for this bill in 2018, the 

initiative has been put into mothballs as no 

further progress has been made on the issue 

since the public hearing with CCJ held in 2020. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 37: Current situation of SIB-related legislative system in Brazil 
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4. SIB establishment process and associated hurdles 
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4-1 General establishment process of SIBs 

The process of setting up a SIB is basically 

divided into three stages, namely planning, 

structuring, and implementation. SIB 

processes and key tasks are shown in the 

following figure. The planning stage involves 

SIB theme selection and the engagement of 

stakeholders, i.e., outcome payers and 

intermediaries. A financing scheme and 

evaluation indicators will then be determined; 

service providers and investors will be secured. 

The implementation stage involves the 

management of service providers’ service 

delivery and impact assessment. 

 

It is important to seek agreement from 

different stakeholders such as outcome payers, 

intermediaries, service providers, and 

investors throughout the entire process. 

 

 

 Figure 38: SIB establishment process 
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4-2 SIB process-specific challenges and 

potential solutions 

4-2-1 Major challenges involved in each 

SIB establishment process 

Main obstacles in each SIB process have 

become increasingly evident through the 

implementation of historical SIBs. The 

following figure shows main issues and 

hypothetical approaches to resolving them 

when formulating SIBs in OECD DAC List 

countries. The following sections describe in 

detail possible issues and potential solutions 

for each process. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 39: SIB process-specific challenges and hypothetical solutions 
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4-2-2 (1) Securing outcome payers and 

service providers 

At the stage of SIB theme selection and 

stakeholder engagement, there is a possible 

“chicken-and-egg” problem, in which SIB 

participants cannot announce their candidacy 

for outcome payer while service providers are 

left undecided. Conversely, service providers 

are not attracted to SIBs due to the non-

existence of outcome payers. The reason 

behind this is that the outcome payer's 

decision to enter into SIBs depends largely on 

the qualities of service providers, which will 

determine SIB future outcomes. Hence, it is 

difficult for them to make such decision when 

companies rendering social services are not 

decided. On the other hand, service providers 

cannot make such a decision neither because 

their outcome payments are not assured until 

an outcome payer is secured. 

 

It is common for candidates of outcome 

payers to be decided first, then service 

providers are publicly invited to apply to join 

the projects afterward. However, in cases 

where it is challenging to engage outcome 

payers, it may be necessary to identify service 

providers first to present the project in a more 

concrete and detailed way. For example, as the 

Village Enterprise DIB in Kenya and Uganda 

has difficulty securing outcome payers, 

Instiglio, a SIB intermediary, has searched for 

service providers ahead of time and compiled 

a list of more than 80 service providers by 

itself. Instiglio has designed a model case that 

eyes specific service providers in the list to 

help secure USAID and DFID as SIB outcome 

payers. 

 

4-2-3 (2) Single-year budget constraints 

Another major obstacle in securing outcomes 

funds for SIBs is the system limitation in 

which the government can only secure a 

budget for a single fiscal year. The inability to 

secure funding spanning several years is a 

major issue for setting up a SIB, which is 

supposed to be designed and structured over 

multiple years. 

 

In this regard, there are two main approaches 

to the aforementioned employment SIBs in 

Colombia. In the first and second case studies, 

IDB Lab, SECO and the Fundación Corona 

jointly participated as outcome payers to 

provide funds for the second and subsequent 

years, which the government could not secure. 

In many SIBs in OECD DAC List countries, 

private foundations and international financial 

institutions join as co-outcome payers with 

local authorities to overcome this single-year 

budget limitation. In the third and subsequent 

SIB projects, SIB outcomes funds are set up 

within the Social Prosperity Department with 

a mechanism in place for tackling the 

limitations of the single-year budget system. 
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 Figure 40: Employment SIB case study in Colombia (duplicate slide) 
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Structured by DI, the SIB of long-term care 

prevention in Toyota City adopts the corporate 

version of the hometown tax system of Japan 

to build a scheme that allows companies to 

provide funds to local government agencies 

through an outcomes fund. As a result, the city 

can secure a budget of 500 million yen in five 

years. This scheme also increases business 

opportunities for companies looking to 

address social issues and save on taxes at the 

same time. 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 41: The establishment of outcomes fund and the adoption of “Corporate 

version of Japanese hometown tax system” 
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4-2-4 (3) Limitations of data acquisition for 

setting outcome metrics 

The design of outcome metrics is a crucial 

point in designing a SIB. The three types of 

metrics generally used to measure outcomes 

are output, outcome and impact. 

Characteristics of SIB themes and stakeholder 

intentions are determinant factors to decide 

which metrics will be used. The following 

figure shows details regarding output, 

outcome, and impact, as well as main 

requirements for using these indicators in 

SIBs. The outcome is the metric adopted in 

most cases, as with the outcome metric, it is 

relatively easier to compare the results of SIB 

efforts over time or against the non-

intervention scenario. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 42: SIB impact metrics setting and measurement methods 
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As previously mentioned, DI’s SIB in Toyota 

City adopts output (the number of people 

participating in this long-term care prevention 

program) and impact (the resulting reduction 

in long-term care costs of Toyota City 

government) as its outcome’s metrics. Long-

term outcome observation and measurement 

are necessary in this SIB, for example, how 

the level of care required by each individual 

has decreased since they first participated in 

the program. There is a large gap in the timing 

of SIB implementation and outcome 

measurement. For these reasons, DI has 

designed KPIs based on research study results 

concerning the correlation between seniors’ 

social participation and the resulting reduction 

in long-term nursing care costs. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 43: KPIs of Toyota city long-term care prevention SIB and related 

academic research (duplicate slide) 
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Regarding outcome measurement, a side-by-

side comparison of interventions and non-

interventions for some topics and themes may 

raise the issue of equal opportunity. For 

example, a secondary education SIB in Brazil 

necessitates a random grouping of schools for 

SIB interventions and non-interventions to 

measure educational improvement. This 

action has triggered opposition from teachers 

claiming that the separation of intervened 

schools and non-intervened ones was a 

hindrance to the equality of opportunity in 

education of their Constitution. Specifically, 

when outcomes are used as KPIs, it is 

necessary to divide the population into 

intervention and non-intervention groups. 

Impact measurement is done by comparing 

these two groups, which is the cause of this 

inequality. The SIB was therefore cancelled 

when it was still at its setup stage. This issue 

can be addressed by making some changes to 

KPI setting and measurement methods (such 

as measuring changes over time) to ensure 

equal opportunities. 

 

 

 

 Figure 44: The problem of equal opportunities in impact measurement 

(education-related SIB in Brazil) 
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4-2-5 (4) Securing investors 

Securing incentives for investors is also an 

important point in SIBs. In particular, the U.K. 

and the U.S. central/state governments have 

been taking certain efforts to secure funds. 

Capital for SIBs is secured by the U.K. 

government. Further, both the U.K. and the 

U.S. governments offer incentives for 

investors with tax breaks. 

 

 

 

 

 

 

 

 

 

 

 Figure 45: Examples of incentives offered for investors and central government 

funding in developed countries 
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4-2-5 (5) Service delivery environment 

It is essential to verify in advance whether an 

environment for service delivery is readily 

available to achieve SIB outcomes. For 

example, due to several environmental factors, 

the re-offending prevention SIB at Rikers 

Island prison in the U.S. could not render a 

smooth service, making the project terminated 

without achieving any results in the first year. 

Recidivism prevention is a favorite theme of 

many investors because social impacts can be 

seen in the short term. However, social impact 

may not be guaranteed in some local 

environments. Thus, it is important to have an 

in-depth understanding of local situation prior 

to any actual implementation. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 46: Factors contributing to the failure of New York City’s Rikers Island 

recidivism prevention SIB 
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4-2-6(6) Risk of suspension and 

cancellation due to government transition 

For SIBs with government agencies being an 

outcome payer, it is important to structure a 

SIB taking into account the timing of national 

elections and political cycles. In reality, there 

was a SIB project in the state of Jalisco 

(Mexico), which was cancelled with its 

pending preparations due to lengthy delays 

caused by difficulties in incentive and 

contractual arrangements with no results 

delivered for the current administration. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 47: Brief summary of Jalisco women’s economic empowerment SIB 

project cancellation (Mexico) 
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On the other hand, in Colombia, several 

measures have been taken to avoid the risk 

from government transition that may affect 

continuous SIB establishments. The timeline 

of the first SIB, which was initially scheduled 

to complete before the national election, was 

extended on purpose to create a track record 

within the next administration. And the 

outcome payer of the second SIB was changed 

from the central government to a local 

government as the central government would 

be left with little freedom of decision making 

during the presidential election.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 48: Adjustments of the employment SIB during the national election in 

Colombia 
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4-2-7 Summary of major challenges in SIB 

establishment process and hypothetical 

solutions 

In light of the above SIB challenges and 

potential solutions, the establishment of SIBs 

necessitates an environment well developed 

by the central government and the 

commitment of local government agencies to 

individual SIB projects. The state or central 

government is required to develop a legal 

system for SIB implementation and favorable 

tax treatments for stakeholders, set up an 

outcomes fund, and determine policies to 

support SIB initiatives across the region. The 

local government will need to commit to the 

continued implementation of SIBs and make 

policy decisions that take regional SIB 

initiatives into account. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 49: Major challenges and hypothetical solutions in each SIB establishment 

process 
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Based on the SIB case studies in LAC, we 

found that successful SIB projects are those 

with a well-developed SIB implementation 

environment and the according government’s 

commitment. The success factor of 

Colombia’s employment support SIB is the 

central government's commitment to the 

establishment and continued implementation 

of SIB, including the establishment of 

outcomes fund. It is especially important to 

note that the first SIB launched by the central 

government sets a precedent and starts a trend 

for other local governments to follow. 

Meanwhile, Buenos Aires city government 

has a huge incentive when launching SIBs, a 

driver making Argentina’s youth employment 

SIB successful. On the other hand, the central 

government of Chile could not participate in 

education-related SIBs as an outcome payer 

due to legal restraints, thus DIBs can only be 

established by private players. In Brazil, a 

secondary education SIB initiative was halted 

due to opposition from surrounding players. In 

Mexico, a government transition has 

suspended a SIB program due to the concern 

that the next administration would take credit 

for the intended outcomes. Based on these 

success and failure factors, the lessons learnt 

are the development of an ecosystem for 

sustainable SIB developments and the 

government’s commitment. 

 

 Figure 50: The establishment and influencing factors of gov’t-involved SIBs 
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5. Identification of potential SIB themes in LAC
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5-1 Ripple effect scenario for sustainable 

SIB development in LAC 

5-1-1 DI’s hypothesis concerning SIB ripple 

scenario in LAC 

DI has formulated a hypothesis of ripple effect 

scenario for a sustainable development of SIB 

in LAC to address the hurdles associated with 

forming SIBs which we have studied in 

Chapter 4. 

 

As depicted in Figure 51, the four key points 

to realize in this scenario are:  

1) A commitment of state or central 

governments to the establishment of SIBs 

through government policy support to ensure 

a sound regulatory framework and stakeholder 

incentives; 2) SIB precedents formed by 

municipal governments as early adopters;  

3) Use of these precedents to spread similar 

SIB initiatives to other municipal 

governments; and 4) A commitment of state or 

central government ministries and agencies 

associated with areas covered by the SIB to 

the establishment of outcomes funds and other 

arrangements to ensure a continuous 

implementation of SIB. 

 

 

 

 Figure 51: “Ripple effect” scenario for sustainable SIB development in LAC 

(DI’s hypothesis) 
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Regarding point 1), there are many examples 

in LAC where the local legal systems prevent 

a sustainable development approach to SIBs, 

thus, creating an environment for SIB 

implementations needs to be a top priority of 

central governments. For 2), securing early 

adopters to set precedents would be a major 

steppingstone to spread SIBs across the entire 

nation, similarly to the employment support 

SIBs in Colombia where the central 

government established the first SIB for other 

municipal governments to follow the example 

given. As SIBs often involve complicated and 

sometimes arduous design processes, studies, 

and operation, precedent maker should be a 

governmental body with competent abilities. 

Regarding 3), government's commitment to 

SIBs will be a major success factor given the 

fact that a number of SIBs across the globe 

have been discontinued due to government 

transitions and changes in policies. As for 4), 

to overcome single-year budget limitations, 

each government needs to secure a multi-year 

budget for SIB implementations. The 

establishment of an outcomes fund within the 

government could remove such constraints 

and allow continued developments of SIB 

programs. 
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5-1-2 IDB Lab’s view concerning DI’s 

hypothetical SIB ripple effect scenario in 

LAC 

DI held a meeting with Ms. Christine Ternent, 

SIB program leader at IDB Lab - a pioneer in 

developing SIBs in LAC and Mr, Tetsuro 

Narita, senior specialist with the Investment 

Unit of IDB Lab, to discuss the 

aforementioned hypothesis. In the meeting, 

Ms. Ternent made the following comments. 

 

The key is to locate municipal governments 

that are open to innovative initiatives as early 

adopters. In particular, the commitment of 

these governments is a major premise, as they 

tend to be conservative. Since there are many 

cases where local governments in LAC do not 

have enough budget dedicated to SIBs, 

engaging government agencies after setting a 

precedent of DIB (a SIB scheme in which 

outcome payers are not government bodies, 

but private foundations or philanthropists) 

could be a potential approach. In view of the 

foregoing, it is necessary to facilitate the 

establishment of SIBs with multiple programs 

formed as examples to clear certain hurdles in 

engaging local governments. It is also 

important to have alternative proposals 

without sticking to a single SIB. In addition, 

the establishment of outcomes funds within 

central governments is crucial for the 

establishment of a series of SIBs due to large 

single-year budget constraints. 
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Mr. Narita also made the following comments.  

In the context of IDB or JICA to make social 

impact on LAC, not only the cooperation with 

innovative servicers but also an innovative 

financial scheme must be considered. In that 

point of view, understanding failure cases is 

also crucial. For example, foreign exchange 

risk is expected when such institution as IDB 

or JICA supports SIB. 

 

DI's views in response to the above comments 

are as follows. 

 

DI regards forming DIB as an option in the 

first place in order to establish a track record 

and demonstrate the usefulness of this scheme 

to the government. On the other hand, 

considering the sustainability of the scheme, 

we believe it is essential to involve the 

government in the scheme. Particularly, many 

social issues in OECD DAC List countries are 

tackled by the governments through public 

services and policies. Hence, even when the 

private sectors launch initiatives without the 

public sectors’ engagement, it is essential to 

align with these policies. Not only do 

examples created by the private sectors matter, 

but the government’s track records also help 

back the spread of SIBs. DI perceives that 

planning with a vision towards continued 

establishment of SIBs will have significant 

value. In particular, what matters the most in 

setting up an SIB is the possibility to 

collaborate with government agencies who are 

interested in SIB model, and it is so important 

to secure a number of such governmental 

candidates to ensure the success of SIB 

implementation. 
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5-2 SIB theme screening methodology  

5-2-1 Methodology  

In this study, highly potential SIB themes in 

the three target countries are identified by 

deductive reasoning. Based on the 

hypothetical SIB ripple effect scenario in LAC 

described in section 5-1, DI has developed a 

three-step screening process with clearly 

defined evaluation criteria taking into account 

the requirements of creating SIBs. The 

following figure gives an overview of the 

whole approach for identification of highly 

potential themes. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 52: SIB theme screening process 
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5-2-2 Identification of early adopters  

The first step is to select local governments 

in each target country as SIB early adopter 

candidates. The screening process 

considers four factors namely government 

capacity, influence on other local 

authorities and willingness to carry out new 

initiatives, availability of necessary data, 

and political stability. The selection method 

and results are shown in the following 

figure. 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 53: 1) Selection of municipal governments as early adopters 
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5-2-3 Identification of highly potential SIB 

themes through public expenditure 

structure analysis 

With a comprehensive understanding of issues 

faced by early adopter candidates that are 

identified based on mid-to-long term 

development plans of selected local 

governments, DI examines and screens major 

items from those plans based on their SIB 

applicability and sustainability. The criterion 

of SIB applicability is defined as the 

correlation between those development plan 

items and their social significance and 

outcomes measurability. With the criterion of 

sustainability, common issues among several 

potential early adopters and the level of 

interest of both central and local governments 

are evaluated. The level of interest of both 

central and local governments is evaluated 

based on their independent financial 

contributions associated with mid- to long-

term development plans and citizen 

satisfaction with public services. 

 

 

 

 Figure 54: 2)a Development program list screening methodology 
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5-2-4 Evaluation process of highly potential 

SIB themes 

Similar items and topics extracted from 

selected mid-to-long term plans are grouped 

into larger themes. Those umbrella themes are 

then evaluated against three distinct criteria of 

(α) Government budget size, (β1) Ease of 

outcome evaluation, and (β2) Degree of 

knowledge accumulation to identify the most 

promising ones. Unqualified themes will be 

deprioritized, then more scores will be added 

if the criterion (γ) Synergies with JICA is met. 

The detailed approach is shown in the 

following figure. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 55: 2)b Potential ratings: Categorize selected items into larger topics and 

evaluate their potential 
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Evaluation results of potential SIB themes in 

the target countries are shown in the following 

figures. 

 

 

 

 

 Figure 56: Peru: Evaluation of potential themes 

 

 Figure 57: Brazil: Evaluation of potential themes 
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 Figure 58: Colombia: Evaluation of potential themes 
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5-3 Selection results of potential SIB 

themes  

With the above approach, the most promising 

SIB themes for each target country are 

identified and shown in the following figure. 

 

 

 

 

 

 

 Figure 59: Hypothesis of potential SIB themes in the target countries 
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6. Case study on SIB scheme applicability into potential SIB themes in 

LAC 
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6-1 Selection of key SIB themes  

Firstly, we performed initial feasibility studies 

on the establishment of SIBs in four potential 

themes (issue areas) based on the availability 

of future pipelines and JICA's network in the 

target countries. 

 

Improving livelihoods of farmers in Colombia 

is a chosen area of study as JICA has started a 

technical assistance project there on 

livelihood improvement for victims of 

conflicts from 2021. 

 

Meanwhile in Brazil, JICA is working to 

expand community policing activities to 

various regions of the country and is currently 

cooperating with the Sao Paulo state police to 

measure social impact of their past community 

policing activities. Crime decline is therefore 

our selected area of study. 

 

For Peru, water supply and sewerage 

infrastructure are selected for further studies 

because of JICA’s strong network with a 

water supply company named SEDAPAL in 

Lima. Their relationship with JICA has been 

cultivated through various assistance 

programs conducted thus far. With multiple 

Japanese ODA loan projects involving solid 

waste implemented since 2012, we also select 

solid waste as one of our themes for SIB 

scheme study. 

 

 

6-2 SIB scheme applicability to livelihood 

improvement of farmers in Colombia 

6-2-1 Problem structure in Colombia 

In 2011, the Colombia’s congress enacted 

Victims and Land Restitution Law aiming to 

return lands that have been stolen or 

abandoned through violence and fraud by anti-

government armed groups during the 

Colombian conflict to their original owners 

and farmers. Accordingly, the Land 

Restitution Unit (URT) has been established 

under the Ministry of Agriculture and Rural 

Development, putting self-sufficiency and 

reconstruction of life for conflicts’ victims in 

the limelight. Building a relationship with host 

communities – a solid foundation for farming 

activities and maintenance of farmers’ 

livelihoods, has emerged as a major challenge 

facing the victims. Another significant 

challenge in supporting their self-sufficiency 

involves strengthening agricultural production 

system to improve farmers’ livelihoods. Since 

2017, JICA with its technical assistance 

projects has been supporting victims of long-

running armed conflicts after land returns. The 

following figures show the problem structure 

in this country and JICA's relevant initiatives. 
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 Figure 60: Challenges in improving the livelihood of farmers in Colombia and 

JICA’s initiatives 

 

 Figure 61: JICA’s technical assistance initiatives supporting victims of conflicts 

in Colombia 
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6-2-2 Options for SIB scheme adoption 

The adoption of SIB model can create a 

greater social impact that helps address the 

said social challenges utilizing resources from 

the private sector. See the following figures 

for possible SIB options for this theme in 

Colombia. 

 

 

 

 

 

 

 

 

 Figure 62：Possible options for launching SIBs for farmers’ livelihood 

improvement in Colombia 
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The following figure shows the projected 

socio-economic impact the SIB with this 

theme would create. 

 

 

 

 

 Figure 63：Projected socio-economic impact generated from the launch of SIB 

for farmers' livelihood improvement in Colombia 
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6-3 SIB scheme applicability to crime 

decline in Brazil 

6-3-1 Problem structure in Brazil  

High crime rates remain a matter of concern in 

Brazil. The high incarceration rates are due to 

its worsening public security, stagnant trial 

proceedings, and deteriorating conditions at 

the country's prisons. JICA has been 

promoting community policing activities 

introducing Japan’s police box system to local 

communities as a crime preventive measure. 

There are two main objectives of community 

policing: maintaining public safety and 

building trust between the police and residents. 

The following figure shows the problem 

structure concerning crime reduction in Brazil 

and possible options for SIB scheme adoption. 

 

 

 Figure 64: Problem structure of crime decline in Brazil and possible options for 

SIB scheme adoption 
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6-3-2 Options for SIB scheme adoption 

With regard to the expansion of community 

policing activities to other regions (A in the 

Figure 64), a SIB scheme could be formed 

with an affiliated organization being 

established by a local government with rich 

experience in community policing such as the 

government of Sao Paulo state to provide 

other states with community-policing capacity 

building service (under an outcomes-based 

contract). Hurdles concerning outcome 

metrics have also been recognized, such as 

having data as a basis for measurement and the 

eligibility of qualitative indicators like 

perceived public safety. Further, it is essential 

to verify the feasibility on institutional aspects 

when developing a SIB scheme with an 

affiliated organization of the government 

included. The following figure shows a 

hypothetical SIB scheme. 

 

 

 

 Figure 65: A) Proposed SIB scheme for the expansion of community policing 

activities to other regions in Brazil 

  



 

85 

 

Other potential options include the use of SIB 

model for employing innovative solutions 

provided by start-ups (B in the Figure 64). See 

examples below. 

 

 

 

 

 

 Figure 66: B) Examples of some solutions for crime prevention and enhanced 

efficiency and effectiveness of criminal investigation 
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6-4 SIB scheme applicability to water 

supply and sewerage infrastructure in 

Peru  

6-4-1 Problem structure in Peru  

In Peru, there is a vast difference between the 

problem structure of water supply and 

sewerage infrastructure in slums and other 

regions due to different infrastructure 

development conditions. Building new 

infrastructure is a major challenge at slums 

while what matters for other areas is the 

maintenance of infrastructure. The following 

figure depicts the problem structure of water 

supply and sewerage infrastructure in Peru. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 67: Problem structure of water supply and sewerage infrastructure in 

Peru 
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6-4-2 Options for SIB scheme adoption 

Among several issues in water supply and 

sewerage infrastructure in Peru, there are four 

major problems with ample room for creative 

SIB applications. The following figure 

includes some options for adopting SIB 

scheme in this area. 

 

 

 

 

 

 

 

 

 Figure 68: Possible options for launching SIBs for water supply and sewerage 

infrastructure improvement in Peru 
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In the preventive maintenance framework of 

water supply and sewerage infrastructure (A 

and B in the Figure 68), SIB initiatives aiming 

at reducing maintenance costs are feasible 

with the engagement of private-sector 

stakeholders and a comprehensive 

management system in place. A major point 

we need to consider is how to secure the 

evaluation capability needed for assessing the 

effectiveness of preventive maintenance 

measures. The following figure provides an 

overview of SIB scheme of preventive 

maintenance. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 69: SIB scheme for preventive maintenance of water supply and sewerage 

infrastructure 
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6-5 SIB scheme applicability to solid waste 

issue in Peru  

6-5-1 Problem structure in Peru  

Solid waste issue has become a challenging 

social issue in Peru. Trash is openly dumped 

and piled up in many areas severely affecting 

the surrounding environment and health of 

local communities. Even in areas where the 

shift from open dumping to sanitary 

landfilling is promoted, recycling rates remain 

low. The following figure illustrates the 

existing problem structure in Peru. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 70: Problem structure of solid waste in Peru 
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Since 2012, JICA has been providing support 

for the establishment of sanitary landfills and 

enhanced waste collection efficiency through 

co-financing with IDB. Plus, a Japanese ODA 

loan project is being scheduled for closure of 

open dumping sites in some cities in Peru 

where new sanitary landfills have been 

constructed since December 2012. The 

following figure shows an outline of the 

Japanese ODA loan projects in Peru. 

 

 

 

 

 

 

 

 

 

 

 

 Figure 71：Overview of “Solid Waste Management Project” in Peru 
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6-5-2 Options for SIB scheme adoption  

The following figure shows potential SIB 

options associated with solid waste in Peru. In 

addition to issues to be addressed with ODA 

loan projects, a greater social impact can be 

achieved by incorporating innovative 

solutions from the private sector for increasing 

waste collection efficiency, promoting 

recycling, and supporting waste pickers in 

seeking employments who will lose their 

income due to open dumping site closures. 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 72: SIB options for solid waste in Peru 
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The following figure shows projected socio-

economic impact of SIB with this theme. 

 

 

 

 Figure 73：Projected socio-economic impact generated from the launch of SIBs 

for solid waste in Peru 
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7. Results of our discussions with the local governments 
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7-1 Selection of themes for our discussions 

with the local governments 

Our feasibility criteria to assess four potential 

SIB options selected for further discussion 

with the local governments include the 

presence of relevant service providers, 

measurability of KPIs, JICA's local network, 

and possibility to clear other expected hurdles. 

The following figure shows our evaluation 

results of these SIB options. 

 

 

 

 Figure 74: DI’s evaluation of SIB options 

 

 

 

As a result of initial evaluation, JICA and DI 

have had some meetings with the Colombian 

and Peruvian governments on rural 

development and solid waste respectively. 

These two themes turn out to have large 

potential for SIB establishment thanks to the 

presence of competent service providers 

capable of rendering necessary services, 

identifiable sets of metrics, and future 

promising pipelines. 
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7-2 Results of our discussions on SIB 

applicability to the improvement of 

farmers’ livelihoods in Colombia 

A discussion was held with the Rural 

Development Agency (ADR) that is in charge 

of the project named “Agricultural and Rural 

Development with Secured Inclusiveness for 

Peacebuilding” in Colombia. The meeting 

summary is provided below. 

 

 

Date & time December 23, 2021 from 8:00-9:30 (JST) 

Format Online 

Participants 

from ADR 

Carolos Alberto Parodi, Director de Calificación y Cofinanciación 

Diego Acosta Peláez, Director de Participación y Asociatividad 

Alejandra Pineda García 

Sandra Maria Martinez Theran 

Wilson Mauricio Rodriguez Triviño 

Yolanda Ojeda Torres 

Carlos Enrique Bustos Morales 

Eiji Eguchi 

Toshiaki Kurihara 
 

 

Active questions mainly about a budget issue 

arose from ADR side in the discussion. ADR 

is unable to set a budget on its own and serve 

as an outcome payer in SIB programs. In order 

for the Colombian government to participate 

in SIB schemes as an outcome payer, it is 

necessary to approach the ministry that 

controls ADR's budget, i.e., the Ministry of 

Agriculture and Rural Development. Since 

budget requests need to be made to the 

Ministry of Agriculture and Rural 

Development, an in-depth understanding of 

technical aspects of SIB programs is required, 

especially in terms of funding. Overall, the 

participants expressed strong interest in SIB 

schemes and agreed to prepare a list of SIB-

related questions for us. 
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In addition, the following issues needs to be 

examined further in future discussions with 

ADR. 

 

1) Who will provide funding and how? 

How to design fund flows? Since ADR will be 

in charge of SIB implementation and is unable 

to serve as an outcome payer, it is necessary to 

approach their higher authority - Ministry of 

Agriculture and Rural Development for 

budget-related issues. In addition, careful 

considerations are required when determining 

an optimal capital structure for investors, such 

as a fund or a donation. 

 

2) What role can ADR play in SIB schemes? 

In light of the above, how ADR should engage 

in a SIB scheme? Is it possible to serve as a 

service provider? 

 

3) Implementation of SIB programs will 

necessitate capacity building of the 

government and related stakeholders. How 

much budget will be required for this? 

 

4) How to set KPIs for measurement of social 

economic impact of SIB? 
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7-3 Results of our discussions on SIB 

applicability to solid waste issues in Peru 

JICA and DI have held a talk with officials 

from the Ministry of the Environment of Peru, 

“the competent authority of Solid Waste 

Management Project Phase 2” which is 

scheduled as an ODA loan project in 2021. 

The section below is our meeting summary. 

 

Date & time November 16, 2021 from 8:00-9:30 (JST) 

Format Online 

Participants 

from the 

Peruvian 

government 

Edgar Romero：Director de la Dirección General de Gestión de Residuos 

Sólidos (DGRS) 

Luis Sáenz: Coordinador de la Unidad Ejecutora 003 (Executing Agency) 

Juan Pilco: Coordinador Técnico de la Fase II de RRSS 

Luz Mendoza: Especialista social programa 2 BID 

Juana Miyahira: Consultora local de JICA del Proyecto RRSS 

Diaz Maria Pia 

 

 

Overall, positive interest was also confirmed 

from the Ministry of the Environment 

regarding the establishment of a SIB centering 

social inclusion for waste pickers. A summary 

of responses obtained from the Ministry of the 

Environment is described below. 

 

In Peru, social inclusion and employment 

support for people working in informal waste 

sector are hot social issues, especially in the 

recycling sector where there is a large number 

of people engaged in informal sector activities 

such as waste pickers. Phase 2 of the Solid 

Waste Management Project covers 

employment support for waste pickers in 18 

open dumping sites. A main aim is to put them 

in formal recycling companies. There are 

several options for consideration, including 

providing waste pickers with access to 

technical training and employment 

opportunities, support for recycling 

companies employing those workers, etc. 

 

During the meeting, the Ministry of the 

Environment raised questions around (1) 

impacts of SIB projects on the existing system, 

(2) precedents in the area of solid waste, and 

(3) Development process of SIB scheme. 
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Their first concern was (1) Impacts of SIB 

projects on the existing system. DI has 

commented that it depends on which problem 

associated with solid wastes we choose to 

approach. For example, if the theme selected 

is the employment of waste pickers, no 

particular institutional changes are deemed 

necessary. Yet when it comes to recycling 

promotion, the achievement of greater social 

impact will likely be in sight when project 

implementation is in line with some 

institutional changes. 

 

They would like to know (2) Solid waste 

related precedents. DI has commented that 

despite no precedent on the area of solid waste, 

there are precedents of SIBs with the theme of 

employment support across the globe, which 

could serve as reference for employability 

support programs for waste pickers. 

 

In addition, they also would like to understand 

about (3) Development process of SIB scheme. 

DI has commented that the first step is to 

identify problems to be addressed with clear 

solutions and set KPIs for the programs, then 

structure a SIB scheme, identify stakeholders, 

and detail financial aspects of business. 
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8. Summary:  
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8-1 Significance of SIBs in LAC 

recognized through this study 

This study confirms the potential of SIBs as an 

innovative financing approach to maximize 

social impact generated in LAC, mainly in the 

following 3 perspectives. 

 

 

 

(1) Potential contribution in social impact 

maximization in OECD DAC List countries 

SIB scheme evidently has played an important 

part in social problem-solving in OECD DAC 

List countries. The main purpose of SIB 

scheme in developed countries is to reduce 

government spending, while OECD DAC List 

countries go further than just public cost 

savings by generating positive social impact.  

 

 

 Figure 75: SIB differences in developed and OECD DAC List countries 

 (also Figure 26) 
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(2) Benefit for local governments 

SIB programs are expected to bring significant 

benefits to local governments. In fact, both of 

the Colombian and Peruvian counterparts 

have shown a high level of interest in SIBs. 

 

Enhanced efficiency is the first important gain 

of SIBs. Outsourcing and contracting with the 

private sector will allow more flexibility in 

service delivery, thus enabling a more 

effective use of available capital. An 

outcomes-based payment scheme will provide 

an incentive for service providers and 

investors to produce better outcomes and 

strengthen governance. The second potential 

benefit is removing barriers to innovative 

solution adoption, including partnership 

opportunities with startups. An all-inclusive 

outsourcing contract with the private sector 

will allow more flexibility in social service 

delivery for startups and other stakeholders to 

implement various innovative solutions they 

have to offer. The outcomes-based model will 

reduce risks for outcome payers when 

innovative solutions are adopted. Last but not 

least, private-sector funds in SIB schemes can 

be used to scale up projects. SIB programs can 

secure large amounts of long-term private-

sector funds to deliver social services on a 

larger scale. 

 

 Figure 76: Benefits of SIB schemes for local governments 
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(3) Geopolitical advantage of LAC 

For SIB programs in LAC, a major point for 

consideration is that LACs have more 

favorable foundation for the development of 

SIB initiatives than other regions. Due to the 

complexity of SIB implementation, both 

governments and private sectors need to have 

necessary execution capabilities. LACs, with 

relatively advanced economic development 

and maturity among OECD DAC List 

countries, are believed to have enormous 

potential for innovative models like SIB. Also, 

an additional important point to note is that 

SIB precedents have been established by IDB 

Lab, meaning that the ecosystem is already 

under development with cumulative 

knowledge generated to a certain degree. 

Finally, another advantageous aspect of the 

region is their shared language, culture, and 

social issues, making it easier to spread the 

knowledge gained in one country to other 

countries in the region. 
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Furthermore, the consideration and 

implementation of SIB programs in LAC 

could have even greater significance for 

international development agencies like JICA, 

from the following 3 standpoints.  

 

(1) New form of non-ODA development 

assistance 

In LAC where there will be more countries 

graduating from ODA, it is necessary to 

explore other forms of non-ODA development 

assistance from the perspective of maintaining 

continuous bilateral relationship between 

Japan and countries in the region. SIB 

establishment support from local governments 

could be a promising option to realize this 

objective. Also, it is vital that JICA takes a 

broader view to consider how to integrate 

impact finance related framework with PFS 

and other outcomes-based mechanisms as a 

new public-private partnership scheme for 

social good with greater impact. 

 

(2) Collaboration between IDB Lab and JICA 

Over the course of the planning process, being 

able to collaborate closely with IDB Lab, both 

as a pioneer in innovative financing schemes 

such as SIB in LAC and JICA’s indispensable 

partner in multidimensional context, would 

offer various useful insights and hold so much 

value to JICA.  

 

(3) Knowledge and expertise transfer from 

Japan 

Japan's SIB-related initiatives have been 

accelerated, uniquely with a particular focus 

on the adoption of innovative solutions 

provided by social service providers, 

including technology startups. Those 

knowledge and expertise accumulated in SIB 

related initiatives, in combination with JICA’s 

expansive network in private sector in Japan, 

could be a solid foundation for a 

complementary relationship with stakeholders 

such as IDB Lab and Instiglio - those who are 

highly experienced in establishing SIB 

programs in the region. More evolutionary 

progress and incremental development 

assistance value as Japan can be expected as 

both parties work together to structure SIB 

deals. 

 

In summary, it is highly recommended that 

JICA consider structuring SIB deals by 

addressing the needs of Colombian and 

Peruvian local governments in ways that 

generate social impact in LAC through 

innovative initiatives, e.g., SIB programs 

designed for the two countries based on 

research findings and insights from this study. 

Also, this could be very meaningful first step 

for JICA to explore new assistance 

frameworks in LAC in general. 
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8-2 Proposed process for SIB program 

development 

This study has confirmed the needs of 

Peruvian and Colombian governments with 

respect to SIBs and it is our proposal that we 

establish a SIB program in two main steps. 

 

In the first step, the Japanese government will 

lead the formulation of initial hypotheses 

around possible SIB/PFS schemes in 

discussions with relevant municipal 

governments, intermediaries, and service 

providers. Each of these projects needs to be 

so tailor-made that it is essential to develop an 

in-depth understanding of SIB schemes, reach 

an agreement on shared goals and role 

allocation among stakeholders, as well as to 

foster ownership of SIB development in each 

organization. In fact, the Peruvian and 

Colombian governments have indicated that 

further progress toward the establishment of 

SIBs will require a more in-depth 

understanding of SIB mechanism. The 

governments also desire further discussions 

about feasible schemes, including the 

formulation of initial hypotheses on 

stakeholders and their role allocation, fund 

flow, concretized services, expected social 

impact, and KPIs necessary for constant 

measurement and evaluation. 

 

In the second step, project owner (i.e., local 

organizations) will take the lead in developing 

a concrete scheme and action plans detailing 

activities of each project stakeholder in 

alignment with the initial hypotheses. Japan 

will also provide necessary support for this 

process. 

 

See the following figure for details of each 

step as our proposal. 
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 Figure 77: Details of SIB development process (proposal) 
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8-3 JICA’s possible cooperation scenarios 

for SIB project implementation 

There are four possible scenarios that combine 

with the existing assistance menu of JICA for 

cooperation with other stakeholders to deliver 

a SIB project. First, JICA could provide 

outcomes-based funding to local governments 

or provide financial assistance for them to 

establish an outcome fund with international 

ODA loans. Second, JICA may provide 

capacity building assistance with regard to 

institutional design for SIB implementation. 

Besides SIB scheme and SIB-related 

institutional design, JICA could also provide 

support in historical policy evaluations and 

institutional design for each theme of choice. 

Third, JICA could choose to provide technical 

assistance with service providers and 

evaluators to improve service quality and 

develop evaluation metrics and framework to 

measure service performance. Lastly, JICA 

could become an investor using overseas 

investment and loan scheme. The following 

figure summarizes the 4 possible options of 

SIB-related assistance for JICA to consider in 

LACs. 

 

 

 Figure 78: JICA’s assistance scenarios (hypothesis) 
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It is also important to note that the SIB scheme 

is just one of the outcomes-based assistance 

options serving as a starting point for JICA to 

consider potential ways to incorporate the 

outcomes-based approach into traditional 

protocols. There are 3 main options for JICA 

to employ this new approach:  1) To provide 

assistance for the establishment of SIB 

programs in the region, 2) To provide 

performance-based ODA loans and 3) To 

combine schemes of ODA loan and PFS. 

 

As for 2), loan amount and interest rates will 

vary depending on program performance, 

which is similar to sustainability-linked loan 

schemes of the private sector for example. 

However, as the current system does not allow 

the incorporation of performance-based 

payment scheme into ODA loans, system 

modification for actual implementation will 

be required,  

 

As for 3), JICA can act as an outcome payer 

and pays service providers based on the 

achievement of expected outcomes within a 

scheme where outcomes-based payment is 

made using consulting fees of ODA loan 

projects, or a scheme where separate research 

projects are to be established and linked with 

these ODA loan-funded projects. See the 

following figure for further details. 

 

 

 

 Figure 79: Initial hypothesis of the ways of JICA to incorporate pay-for-success 

model into conventional assistance options with a SIB as a starting point 
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