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DESCRIPTION

The problem According to the OECD as much as US$14,6 billion of International Development Aid went to Latin American
and Caribbean (LAC) in 2020, but there is a growing consensus that more accountability and effectiveness is needed.
Despite the active intervention of international financial institutions and national, regional, and international donors and
public expenditure on investment in the LAC, economic, social, and environmental progress in LAC, which was lagging pre
pandemic, has been further undermined due to the impact of COVID 19 and in some cases, important gains have been
reversed. The 2020 Sustainable Development Goals (SDGSs) report is clear that the world is not on track to achieve SDGs
goals by 2030 and that “LAC lags in meeting SDGs, demonstrating modest progress which has been threatened by
increases in unemployment, inequality, poverty, and hunger”. Given the scarcity of resources, governments and donors
seek greater transparency, accountability and cost savings while achieving a) verifiable results and b) innovation in the
delivery of critical services.

In outcome-based payments, like Social Impact Bonds (SIBs) and Development Impact Bonds (DIBs), initial financing is
provided by (private sector) investors and services delivered by selected organizations or agencies that are incentivized to
innovate to deliver outcomes that are independently verified before donors or public sector agencies repay the investors for
verified outcomes achieved. As Impact bonds have been expanding in developing and emerging economies, the concept of
development finance paying only for verifiable outcomes as opposed to paying for activities based on a pre-defined design
that may not necessarily deliver results has gained increased interest from governments and agencies seeking to adopt
innovations in public procurement and as a tool to test new approaches reach indicators like SDGs. Through the SIB
Facility (RG-M1244), the IDB Lab pioneered use of the Social Impact Bonds and other types of outcome-based payments
in LAC. As a first facility, it started building a cluster of operations that could further incubate and deepen institutional
knowledge of why, when, and how to structure outcome-based payments for development financing.

However, the international evaluation of IDB Lab's work in this area has indicated that the market is still very incipient and
that leaving things where they are today is a risk to deepening and scaling results based interventions in countries and
sectors that have already started to work in this area and are keen in building outcomes based payments & financie
throughout the region.

*The information mentioned in this document is indicative and may be altered throughout the project cycle prior to approval. This document does not guarantee
approval of the project.

**The IDB categorizes all projects into one of six E/S impact categories. Category A projects are those with the most significant and mostly permanent E/S impacts,
category B those that cause mostly local and short-term impacts, and category C those with minimal or no negative impacts. A fourth category, FI-1 (high risk)
Financial Intermediary (Fl)’s portfolio includes exposure to business activities with potential significant adverse environmental or social risks or impacts that are
diverse, mostly irreversible or unprecedented, FI-2 (medium risk) FI’s portfolio consists of business activities that have potential limited adverse environmental or
social risks or impacts, FI-3 (low risk) FI’s portfolio consists of financial exposure to business activities that predominantly have minimal or no adverse environmental
and socia impacts.



The solution The solution is to drive greater resource efficiency, development effectiveness and improved social and
environmental outcomes and innovation in Latin America by providing access to expertise and catalytic funding for the next
generation of outcomes-based financing projects in the region through IDB Lab as a regional innnovation Hub.

The Facility initially run by IDB Lab, will respond to the growing demand of IDB Group (in particular result based loans) and
regional partners in Outcomes Payment methodologies for Latin America and the Caribbean. This facility will support
resource mobilization, while structuring, implementing, evaluating and/or building operational learnings around an
Outcomes Payment Knowledge Hub aimed at supporting VPC and VPS operations . The Facility will gather the IDB Group
cross sectorial and team expertise gained in Results Based Finance (RBF) projects in the region, capitalize these learnings
and insights to test them in new economies, new sectors and scale results based interventions using new instruments.

The Facility will seek to increase cost-effectiveness of RBF operations thorugh blockchain (in result verification or payment)
as well as to develop ecosystems, new actors and evidence as it deepens outcome payments for governments and/or
donors that are interested in applying this model in order to accelerate inclusion of diverse populations either through
livelihoods & access to basic services as well as climate crisis mitigation solutions that could result in result based loans.

The beneficiaries This Project seeks to further develop RBF ecosystems (payers, intermediaries, service providers,
potential donors and investors, verification agencies, etc.) in LAC (as in C&D countries), while using the container as an
opportunity to inform future Bank operations as well as to strengthen IDB Lab’s role as a regional innovation Hub as it
creates a Knowledge Hub that reduces barriers to adoption and scale of result based mechanisms. The 8-10 RBF projects
will be country and sector specialists demand driven and should respond to country individual RBF adoption maturity levels.

Consequently, clients and participants will include poor and vulnerable populations, women, people with disabilities, afro
communities and indigenous people and others underserved populations who are traditionally excluded from productive
opportunities in LAC societies while focusing on IDB Lab themes and verticals. Specific projects will be identified with Bank
sector expertise, however these will comply with IDB Lab verticals, tecnology and innovative components.

The partners The Inter-American Development Bank (IDB), through IDB Lab will be the Executing Agency of this Facility.
The IDB will support the facility by providing sector specialists that inform the RBF sub-project selection and design, as well
as support in identifying potential governmental Outcomes Payers and Donors interested in implementing RBF subprojects
in specific countries or regions.

The IDB Lab contribution The total amount of funding requested for IDB Lab is $800.000 of Non-Refundable Technical
Cooperation, which should mobilize $5.000.000 of Non-Refundable Technical Cooperation.

*The information mentioned in this document is indicative and may be altered throughout the project cycle prior to approval. This document does not guarantee
approval of the project.

**The IDB categorizes all projects into one of six E/S impact categories. Category A projects are those with the most significant and mostly permanent E/S impacts,
category B those that cause mostly local and short-term impacts, and category C those with minimal or no negative impacts. A fourth category, FI-1 (high risk)
Financial Intermediary (Fl)’s portfolio includes exposure to business activities with potential significant adverse environmental or social risks or impacts that are
diverse, mostly irreversible or unprecedented, FI-2 (medium risk) FI’s portfolio consists of business activities that have potential limited adverse environmental or
social risks or impacts, FI-3 (low risk) FI’s portfolio consists of financial exposure to business activities that predominantly have minimal or no adverse environmental
and socia impacts.



