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l. CONTEXT AND STRATEGIC NEEDS ASSESSMENT
A. Executive Summary

1. The Philippine economy continues to be among the fastest growing in Asia with an
average growth rate of 6.5% over the past six years.* However, the growth has not been inclusive
as the country continues to face high levels of poverty and inequality. The nation ranks 113th out
of 189 countries on the Human Development Index? with 22 million® Filipinos still living below the
poverty line. Furthermore, inequality remains the highest among the ASEAN countries with a Gini
coefficient of 40.1 (2015).* While the Philippines maintained its position of having the narrowest
gender gap in Asia, it has dropped three places in the world ranking from the previous year. There
is an opportunity to counter these negative social trends and better align with national and
multilateral development goals.

2. To support inclusive growth, the Government of the Philippines is aiming to ensure that
economic gains are sustained, jobs are created, and poverty is reduced. It has articulated a
national vision, aligned to the United Nations Sustainable Development Goals (SDGs), for a
‘prosperous middle-class society where there is equality of opportunity and poverty has been
eradicated’ (AmBisyon Natin 2040). Based on the country’s progress, the government faces a
shortfall of over USD2,700 in GDP per capita to meet the Philippine Development Plan (PDP) by
2040 if reforms are not put in place.®> With the continuing decline in official development aid (ODA),
there is a growing need to build sustainable solutions for social services and development.

3. In addition to the challenge of meeting the PDP, the Philippines also faces growing
economic challenges manifested in a 9-year record-high inflation rate of 6.7% in October 2018 -
the highest in Asia.® Already facing increasing rice, oil, and food prices, the arrival of typhoon
Mangkut further compounded the negative effects of inflation and immediately impacted the basic
food needs of Filipinos. Within the context of global instability and trade issues, the government
faces the potential for larger economic risks if strategies are not implemented in the near future
to build greater community resilience and sustainability.

4, With the window of opportunity to enact reforms narrowing, now is the time for the
Philippines to leverage growing global interest in mobilizing sustainable finance at scale to meet
the SDGs. At the International Monetary Fund (IMF) and World Bank Annual Meetings in Bali,
multilateral stakeholders reaffirmed their commitment to building resilience, promoting economic
growth, and lifting people out of poverty — while effectively mobilizing private sector capital and
blended finance.” Furthermore, the Asian Development Bank (ADB) is focused on accelerating

1 Fabela, R.V., “Q2 Growth: Old or New Normal?”, BusinessWorld, 26 Aug. 2018. www.bworldonline.com/q2-growth-
old-or-new-normal/. Accessed 14 Oct. 2018.

2 UNDP, “Human Development Indices and Indicators: 2018 Statistical Update (Philippines)”, UNDP, 2017, p.2.

3 World Bank, “Philippines’ Poverty Rate Declines; More Well-Paying Jobs and Opportunities Needed”, World Bank,
2015. www.worldbank.org/en/news/press-release/2018/05/30/philippines-poverty-rate-declines-more-well-paying-
jobs-and-opportunities-needed. Accessed 11 Oct. 2018.

4 “Philippines GINI index”, Trading Economics, 2018. www.tradingeconomics.com/philippines/gini-index-whb-
data.html Accessed 11 Oct. 2018.

5 NEDA, Philippine Development Plan 2017-2022, Pasig City: NEDA, 2017, p.1-4.

6 Alegado, S. and Jiao, C. “There's an Inflation Crisis Brewing in the Philippines.” Bloomberg, 13 Sep. 2018.
www.bloomberg.com/news/articles/2018-09-12/inflation-crisis-brewing-in-the-philippines-is-hurting-consumers.
Accessed 18 Oct. 2018.

7 “Outcome Statement”, Global Infrastructure Forum, 2018, p.4.
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progress in gender equality and climate resilience through a stipulated commitment of at least 75%
of the number of ADB’s committed operations by 2030.8

5. In view of the global trends in sustainable development and innovative finance, as well as
the national socioeconomic risks and opportunities, the Philippines is at an important crossroads
of development. Social Enterprises (SEs), defined as financially sustainable enterprises that
intentionally generate positive social or environmental impact, have tremendous potential to
address the gaps exacerbating poverty and inequality. When properly supported and resources
mobilized to achieve greater scale and impact, SEs are critical vehicles to achieving inclusive
growth.

6. The SE sector in the Philippines is promising, though gaps in data and inconsistencies in
how SEs are defined continue to limit a fuller understanding of SE activity. One study estimates
that there are as many as 164,473 SEs currently operating in the Philippines,® constituting around
17% of the 987,974 registered companies in the Philippines.t® This estimate comprises of a range
of entities operating under different legal structures such as sole proprietorships, NGOs,
cooperative societies, and corporations - including stock corporations and non-stock corporations
(foundations).! Additionally, some entities may not have registered with the government, and
remain unaccounted for in the national purview. In order for SEs to provide sustainable, scalable
solutions to gaps in national development goals, it is imperative that resources be mobilized to
support those who are using market-based solutions to achieve a social or environmental mission.
The SE landscape in the Philippines is thus analyzed according to the concept of social
entrepreneurship first pioneered by the late Duke professor Gregory Dees, in which business
entrepreneurship and innovation are combined with social missions.

7. As much as 70% of SEs in the Philippines currently operate as micro, small, and medium
enterprises (MSMEs), while 23% and 6% of them operate as NGOs and cooperatives
respectively.'? They operate in a variety of high-impact sectors such as agriculture, education,
clean energy, and financial services; and employ more than 17,000 full-time staff, have benefited
over 4.7 million individuals and have generated approximately $21 million in value.*?

8. Despite these gains, the majority of SEs remain limited in size and scale. IIX’s research
reveals critical gaps in the ecosystem of public, private, and civil society stakeholders that must
be addressed in order for SEs to grow at the pace and scale needed to meet the national and
sustainable development goals. Effectively mobilizing the most strategic resources to foster social
entrepreneurship and SEs will require the public sector to create the enabling environment
through policies, programs, and financial support; the private sector to support SEs through their
Corporate Social Responsibility (CSR) work and inclusive business programs; and civil society to
advocate for policies, publish research, catalyze the ecosystem and educate the next generation
of social entrepreneurs.

8 ADB, Strategy 2030: Achieving a Prosperous, Inclusive, Resilient and Sustainable Asia and the Pacific, Manila:
ADB, Jul. 2018, p.vi.

9 British Council and Philippine Social Enterprise Network (PhilSEN), Reaching the Farthest First: The State of Social
Enterprise in the Philippines, Manila: British Council, 2017, p.15.

10 “Number of Registered Corporations and Partnerships as of 31 December 2017”, Securities and Exchange
Commission, 31 Dec. 2017. http://www.sec.gov.ph/wp-
content/uploads/2016/03/2018ERTD_CumulativeNoFirms.pdf Accessed 8 Nov. 2018.

11 British Council and Thomson Reuters Foundation, ASEAN Social Enterprise Structuring Guide, Feb. 2018, p.160.

12 British Council and PhilSEN, p.57.

13 British Council and PhilSEN, p.16.



9. Yet building a robust ecosystem takes time. It will be critical to focus on strategic and
actionable solutions that can catalyze the growth of SEs at the greatest scale and along an
established timeline. Through an analysis of the most urgent gaps within the current ecosystem -
including access to capital, innovative financial products, ecosystem knowledge of SEs, and data
to measure SE impact — and an analysis of the larger national and multilateral goals for
development, a series of strategic interventions are recommended. The interventions are
designed to address the following outcomes: (i) enabling SEs to achieve scale and work with
larger ecosystem actors (such as inclusive businesses); (ii) building partnerships with public and
private sector actors through blended finance solutions; and (iii) aligning SE growth with global
and multilateral development goals to drive greater gender equality and invest in women’s
empowerment.

Rationale for a Roadmap

10. The Roadmap for Strengthening Social Entrepreneurship in the Philippines (Social
Entrepreneurship Roadmap) will provide a strategic approach to addressing key barriers to the
growth of SEs. Given the potential for SEs to address vital gaps in the Philippine national
development goals, the Roadmap will serve as a decision-making tool to leverage strategic,
actionable opportunities that can catalyze the SE space at a greater pace and scale. The roadmap
is intended to be a strategic stakeholder alignment and engagement around actionable solutions
and opportunities for partnerships through innovative financial structures and inclusive business
strategies, rather than an exhaustive guide for all the possible roles of public, private and civil
society stakeholders within the SE ecosystem.

11. The Social Entrepreneurship Roadmap can play a key role in the Philippine government’s
broader national agenda. The inclusion of SEs in the 2017-2022 Philippine Development Plan
(PDP 2017-2022) - the first medium-term plan to work towards the AmBisyon Natin 2040 vision -
is a sign that the government recognizes the role of SEs and social entrepreneurship in reducing
economic inequalities. Drawing from the SDGs, the AmBisyon Natin 2040 lays out the vision for
the country’s development along three pillars: enhance the social fabric, reduce inequality, and
increase growth potential. Under the theme Inequality-Reducing Transformation,* the Philippine
government aims to expand economic opportunities in Industry and Services through Trabaho
(Work) and Negosyo (Business). An important strategy here is to improve access to production
networks, referring to the development of inclusive business models and SEs, and support for
increased SE participation in regional and global value chains. It also involves improving their
access to finance.

12. As part of the G20 Inclusive Business Framework, inclusive businesses refer to private
sector ventures that integrate low-income people into their value chains - as suppliers, distributors,
retailers or customers.’® The Philippines is already home to several businesses and networks
seeking to address poverty through inclusive business strategies. The Social Entrepreneurship
Roadmap aids in connecting public, private and civil society sectors to go beyond CSR and help
SEs grow.

13. Due to the vibrant presence and history of diverse actors in the Philippines, coordinating
and aligning existing contributions from different ecosystem players and building new

14 NEDA, Philippine Development Plan 2017-2022, p.9-1.

15 World Bank, “G20 Leaders: Call to Action on Inclusive Business”, World Bank, 2015.
www.worldbank.org/en/news/press-release/2015/11/17/g20-leaders-call-to-action-on-inclusive-business Accessed
11 Oct. 2018.
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opportunities for participation through the Roadmap is also critical for SEs in the Philippines. The
role of the government is crucial in establishing an enabling environment including the provision
of incentives such as funding opportunities and development of supporting policies. Impact
investors, as well as philanthropic organizations and foundations are also key to providing funding
opportunities to SE start-ups as well as scaling up these SEs and their innovations. Civil society
actors can bolster the support for SEs through advocacy, capacity-building and technical
assistance. SEs also benefit from peer-to-peer sharing of information and best practices and have
the potential to complement and collaborate with each other. Finally, universities and research
organizations are key players in documenting and evaluating the impact of SE activities as well
as disseminating these results and stories. Given the wide range of roles that each sector can
play, the Roadmap provides mechanisms and solutions that align stakeholders around SEs’ most
urgent challenges.

14. The Philippines already has a robust community of business and family foundations that
finance causes and have been an ally to social entrepreneurship. The League of Corporate
Foundations (LCF) has more than 70 corporate foundations and corporations that promote CSR.
The Philippine Business for Social Progress is a corporate-led social development foundation that
involves its 240 company-members to fight poverty. As the country’s economic gains continue to
foster an active local business community and greater corporate funding, leveraging their capital
and resources more effectively will be crucial to countering the overall decline in development
funding - with ODA dropping from USD594 million in the 1970s to an average of USD313 million
between 2010-2016. The Roadmap demonstrates how intermediaries and effective partnerships
can leverage existing corporate, donor and development funding to help SEs grow while unlocking
greater capital.

15. Effective partnerships are also a priority for the ADB, which recently released its 6-year
partnership strategy for the Philippines. In support of the Philippine government in achieving its
goal of sustained, high and inclusive economic growth, the ADB’s three priority areas are
accelerating infrastructure and long-term investments, promoting local economic development in
Mindanao and Visayas, and investing in people. The new partnership strategy incorporates
gender equality, private sector development, governance, and environmental sustainability
across the priority areas. Finally, the strategy is aligned with both AmBisyon Natin 2040 and the
PDP 2017-2022.

16. SEs have also been acknowledged at the international level as having the potential to play
a key role in helping to bridge the approximately USD2.5 trillion funding gap to attain the SDGs
in developing countries. On that front, the UN has launched the UN Social Impact Fund in 2017.
The co-investment platform by the UN brings together public and private sector stakeholders to
provide financial and technical assistance to SEs to drive economic and social returns. UNDP’s
SE accelerator also provides support for SEs looking to grow and scale their impact. However,
much more can be done in growing social entrepreneurship and SEs at the pace and scale
required to meet the SDG gaps in the Philippines.

17. Given the convergence of interests across multilateral, public, private and civil society
stakeholders in driving inclusive growth in the Philippines, a strategic roadmap for strengthening
social entrepreneurship is of vital importance. This Roadmap will assist key stakeholders to
cultivate a conducive environment for the growth and expansion of SEs and foster an enabling
ecosystem for them to thrive.



Key Highlights from the Report

B.

18.

There exists a wide range of SEs in the Philippines, across sectors and operational
structures. The majority of SEs are micro and small enterprises that must grow and scale
their impact in order to capitalize on the opportunity to address social issues.

While there is strong public interest in advancing supportive policies for SEs through the
Poverty Reduction through Social Entrepreneurship (PRESENT) Bill - which promotes an
environment conducive to the development and growth of a vibrant SE sector - the bill has
not made it through the legislative process due to the lack of alignment and understanding
of ‘SE’ across different stakeholders and government committees and the extensive
benefits requested, many of which are already available to MSMEs. While it will be helpful
to eventually pass the bill, market-based opportunities can help to create a business-
friendly environment for SEs to flourish at a faster pace and scale.

There are significant gaps in providing support for SEs across the public, private and civil
society sectors. Not only do points of collaboration between the ecosystem players need
to increase and strengthen, but new mechanisms are needed to catalyze the growth of
SEs —including more effectively leveraging inclusive business models, innovative finance
and blended finance, as well as new forms of ecosystem partnerships.

A review of the current state of financing for social services delivery reveals a gap between
the supply and demand of capital due to the limited supply of investment-ready enterprises.
Given the declining trends in ODA and donor funding, there is a growing need to build
sustainable forms of financing for social services and development, including exploring
innovative and blended financial structures.

The four most critical gaps in the current social entrepreneurship ecosystem include
access to capital, innovative financial products, greater ecosystem knowledge of SEs, and
data on SE impact. A number of interventions can be put in place to help build the
ecosystem. Given limited resources, the interventions can be implemented according to
the priority of those that: (i) are specific to SEs; (ii) have been identified as urgent and
critical barriers to SE growth; (iii) have actionable solutions which can be addressed within
the next five years.

To achieve a successful rollout of the Social Entrepreneurship Roadmap, it is imperative
to engage the appropriate stakeholders and ecosystem players to jointly create solutions
and be vested in the concrete outcomes of SEs in advancing national development.

Methodology

To develop the Social Entrepreneurship Roadmap, 11X adopted a systematic approach

involving five key phases as outlined below [Figure 1].



Figure 1: Roadmap for Social Entrepreneurship Key Phases
PHASE 1 PHASE 2 PHASE 3 PHASE 4 PHASE 5

Conceptual Empirical Analytics - Dissemination

Source: Impact Investment Exchange (Asia)

C. Phase 1: Conceptual Phase

19. During the conceptual phase, IIX reviewed the PDP 2017-2022, along with other reports
and publications from thought leaders, donors, and multilateral banks involved in the SE sector.
This effectively laid the foundation for IIX to develop a roadmap that leverages the potential of the
social services sector to accelerate the development of SEs and social entrepreneurship in the
Philippines. 11X also developed a detailed plan for the roadmap along with a list of key
stakeholders for interviews, in order to validate preliminary findings as well as gather the most
current insights about SEs and the ecosystem.

D. Phase 2: Empirical Phase

20. The Empirical Phase involved the collection of primary data through interviews, a survey
and meetings with relevant stakeholders and experts, as well as secondary data collection from
ADB reports and other industry thought leaders. This enabled a deeper understanding of the
positioning and perceptions of SEs and social entrepreneurship to inform a fact-based approach
in developing the roadmap. The IIX team conducted secondary research from work by industry
thought leaders to understand the country-specific trends in the social services sector.
Additionally, 11X leveraged its extensive database of previously completed research reports and
its network of industry experts, ecosystem players, and academic partners who provided strategic
insights and perspectives to shape and strengthen the roadmap. 11X conducted interviews with a
diverse spectrum of 35+ relevant stakeholders within the Philippines and beyond to fill in the
information gaps and verify results based on secondary data. The list of ecosystem players
interviewed can be found in Appendix A.

21. A survey was also conducted to validate how ecosystem players view the SE space in the
Philippines—respondents of the survey included the public sector, the private sector, civil society
and SEs themselves. The questionnaire was designed such that there were questions asked for
all sectors and there were also questions which were specific only to each group. 74 responses
were received across all of the stakeholder groups. The results helped to confirm the preliminary
research and generated new insights to inform the ecosystem analysis and roadmap. 41% of
respondents represented SEs; 31% represented the private sector; 20% the civil society sector;
and the rest were public sector respondents. Sectors were also diversified with representation
from agriculture, MFIs, handicrafts, food and beverage and technology amongst others. There
were also SEs from many different regions represented including Manila, Luzon, Calabarzon,
Mindanao, Visayas, Soccsksargen, and others.

E. Phase 3: Analytical Phase

22. In the Analytical Phase, 11X conducted an in-depth analysis, and thorough evaluation of all
information gathered to identify gaps and opportunities, and to translate results into



insights/conclusions. IIX leveraged its expertise in the SE space to synthesize data collected from
the empirical phase for:

) Ecosystem Mapping — To understand the ecosystem players and their support
towards socio-economic goals, as well as the key stakeholders that form and
shape the SE ecosystem.

° Gaps Analysis — To identify gaps and opportunities in the social entrepreneurship
ecosystem in terms of policy development, human resource development, and
financing mechanisms.

23. In this phase, IIX also researched and identified best practices from regional countries,
distilling insights for the Government of the Philippines.

F. Phase 4: Design Phase

24, During the design phase, IIX identified patterns, connected the dots and formulated
strategies that can effectively catalyze social entrepreneurship in the Philippines. 11X designed
targeted interventions to fill the gaps in the SE ecosystem in line with broader sector gaps. While
IIX drew on best practices and insights from across the world, the roadmap is specifically
customized to the Philippine context — addressing key systemic gaps and optimizing potential
opportunities based on the national development plan. This involves developing key
implementation strategies with concrete milestones and a time frame, identification of potential
ecosystem partners and anticipating points of resistance and developing risk-mitigation strategies.

G. Phase 5: Dissemination Phase

25. In the final phase, IIX shared a draft of the paper with relevant industry leaders, industry
experts and local stakeholders online and via a knowledge sharing event hosted at the ADB
headquarters. The objectives of this sharing were: (i) to solicit feedback, opinions, and insights to
strengthen and adjust the roadmap as required; (ii) to align public and private sector players on
the Philippine SE ecosystem, challenges and opportunities; and (iii) to use the paper as a tool to
galvanize support from key ecosystem players to facilitate smooth implementation.

H. Needs Assessment: Dissecting the Philippine Goals for National Development

26. AmBisyon Natin 2040 represents the life of all Filipinos in the year 2040: Matatag (strongly
rooted), Maginhawa (comfortable), and Panatag na Buhay (secure life). In order to realize this
vision, the government has developed the PDP 2017-2022. The plan, illustrated in figure 2 below,
is focused on achieving the country’s development objectives with three key pillars along with
several cross-cutting themes?®:

Malasakit: enhancing the social fabric;

Pagbabago: reducing inequality;

Patuloy na Pag-unlad: increasing growth potential; and

Cross-cutting themes: ensure peace and security, accelerate strategic
infrastructure development, ensure safety, build resilience and ensure ecological
integrity, as well as a clean and healthy environment.

16 NEDA, Philippine Development Plan 2017-2022, p.4-5.



Figure 2: Philippines Development Plan 2017-2022
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27. The PDP 2017-2022 aspires to advance the key pillars of development, as well as lay the
foundation for AmBisyon Natin 2040 by setting overall macro-level targets as well as targets
focused on each pillar and interventions underneath. Given that this is the country’s first mid-term
development plan, some interventions have clearly-defined baselines as well as target KPIs, while
others remain to be defined.

28. SEs have a key role to play in the advancement and achievement of each of the
development pillars. In Malasakit (roughly translated as ‘compassion’ or ‘empathy’), SE
practitioners and stakeholders regularly work towards inculcating values that foster the common
good. This is important for cultivating social entrepreneurs and driving social cohesion and
inclusive development.t” In Pagbabago, all goals including economic opportunity, human capital
development and reducing vulnerability are core spaces where SEs operate. Finally, innovation
is inherent within SEs which leverage on market-based solutions for social and environmental
good, thus contributing to Patuloy na Pag-unlad.

Overall Themes in the PDP 2017-2022

29. The PDP 2017-2022 integrates all 17 of the SDGs across its framework, though out of the
232 SDG indicators, only 94 are readily available for monitoring, 11 are considered not applicable
in the Philippine context, 59 are not regularly collected, and 68 are still to be developed.!® As a
reflection of the current economic and social issues and challenges in the Philippines, the PDP

17 NEDA, Philippine Development Plan 2017-2022, p.21-1.

18 NEDA, “NEDA vows to address data gaps in tracking UN SDG progress”, NEDA, 2017.
www.neda.gov.ph/2017/10/05/neda-vows-to-address-data-gaps-in-tracking-un-sdg-progress/ Accessed 10 Oct.
2018.
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2017-2022 also serves as a window to where SEs can make the biggest impact in the SDGs and
the national development priorities.

30. While the country’s overall performance in the SDGs is comparable to its regional peers,
the Philippines ranks 85 out of a global total of 165. According to the SDG Index, the Philippines
ranks poorly in terms of SDG 2 (zero hunger), 3 (good health and well-being), 8 (decent work and
economic growth), 9 (industry, innovation and infrastructure), 10 (reduced inequalities), 14 (life
below water), 15 (partnerships for the goals) and 16 (peace, justice and strong institutions). The
country demonstrates progress in SDG 1 (no poverty), 4 (quality education), 5 (gender equality),
6 (clean water and sanitation), 12 (responsible consumption and production) and 13 (climate
change).®®

31. Poverty: SDG 1 (no poverty) and 2 (no hunger) are reflected in the PDP 2017-2022 as
the outcome of the implementation of the three development pillars. Nationally, 21.6% of the
population live below the poverty line.?° The majority of poor households are reliant on agriculture
and located in rural areas. The country has been unable to rise out of poverty due to the minimal
growth and productivity in agriculture, limited manufacturing base to absorb workers moving out
of agriculture, high income inequality, and the natural disasters and conflict that compound these
challenges.

32. Unemployment: Another cross-cutting theme in the PDP 2017-2022 is unemployment,
which also overlaps with SDG 8 (good jobs and economic growth). As of June 2018, the
unemployment rate was 5.3% with a labor force population of 44.1 million. This translates to a
labor force participation rate of 62.2%. 55.9% of the total employed were in the services sector,
while 26% were in the agriculture sector and 18.1% were in the industry sector.?! The underlying
causes of unemployment include the failure of job creation to keep pace with rapid population
growth, the low quality of available jobs,?> and a mismatch between skills taught in schools and
the demands of the labor market.2® The underemployment rate was pegged at 18.0%. There are
notable gender gaps in labor force participation, which will be discussed further under the theme
of gender equality below.

33. Vulnerabilities: Empowering Filipinos to prevent and recover from various risks is an
overall focus of the PDP 2017-2022. Understanding how vulnerabilities affect at risk populations
is key to understanding the relationship between disaster, conflict, and fragility. This is linked to
the ability of the state and society to manage risks effectively. The Philippines ranks third in the
2017 World Risk Index?* which measures the risk of disaster as a consequence of extreme natural
events, as well as three man-made risk-related factors: (i) coping, or the country’s level of
preparedness and ability to respond effectively to disasters; (ii) adaptation, or the nation’s ability
to adjust and form “long-term strategies” for climate change; and (iii) susceptibility, or a
measurement of the citizens’ socioeconomic conditions. The underlying cause of these

19 Sachs, J., Schmidt-Traub, G., Kroll, C., and Lafortune, G., Fuller, G. SDG Index and Dashboards Report 2018.
New York: Bertelsmann Stiftung and Sustainable Development Solutions Network (SDSN), 2018, p.352-3.

20 ADB, “Poverty in the Philippines”, ADB, 2018. www.adb.org/countries/philippines/poverty Accessed 11 Oct. 2018.

21 PSA, “Employment Situation in January 2018”, PSA, 2018. https://psa.gov.ph/content/employment-situation-
january-2018-final-results Accessed 11 Oct. 2018.

22 salvosa, F., “Philippines struggles with unemployment despite economic growth”, CNBC, 1 Sep. 2015.
www.cnbc.com/2015/09/01/unemployment-in-philippines-an-issue-despite-rapid-economic-growth.html Accessed
11 Oct. 2018.

23 Jimeno, R.L.V., “Unemployment and its causes”, Manila Standard, 22 Feb. 2016.
www.manilastandard.net/opinion/columns/out-of-the-box-by-rita-linda-v-jimeno/199911/unemployment-and-its-
causes.html Accessed 11 Oct. 2018.

24 Bundnis Entwicklung Hilft, World Risk Report: Analysis and Prospects 2017, 2017, p.17.
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vulnerabilities is a lack of access to basic services such as healthcare and transportation, which
impedes the development of resilience to natural disasters.? This is exacerbated by geographic
circumstances which render the Philippines more prone to disaster, poor infrastructure,
environmental degradation, and climate change.?

34. The Philippines also has experienced internal conflict for over four decades. This excludes
violence related to communist-inspired insurgency and separatist struggles in the southern
Bangsamoro region. In 2017, Marawi City in Mindanao experienced a 5-month siege by an armed
group inspired by the Islamic State of Iraq and the Levant (ISIL). Central to disasters and conflicts
are people who are always at the losing end, as they are subject to forced displacement and
evacuation, and inadequate relief and emergency services in areas of health, security, and well-
being. Developments in disaster risk management include a dedicated fund for disaster risk
reduction and climate change adaptation programs, and more recently the discussions on the
establishment of a dedicated Department of Disaster Management. In July 2018, the president
signed the Bangsamoro Organic Law (BOL), creating the Bangsamoro Autonomous Region in
Muslim Mindanao, home to Muslims in a predominantly Roman Catholic Philippines. The BOL is
a peace agreement, the result of decades-long peace negotiations between rebel groups in
Mindanao, mainly the Moro Islamic Liberation Front (MILF), and the Philippine government. For
people to recover and bounce back from disasters and conflict situations, it is important that they
have sustainable livelihoods including production and consumption, economic empowerment and
local economy-building. This should be supported with clear market channels, financing options,
and capacity-building. SEs can play a large role in providing basic needs during the post-conflict
recovery such as access to sustainable agriculture, clean energy, health, water, and livelihoods.

Gender Equality

35. Advancing gender equality (SDG 5) - including ending all forms of discrimination against
women and girls and ensuring their safety — has been recognized as a cross-cutting issue that is
integral to achieving the overall SDGs and a priority for multilateral stakeholders. In the 2017
Global Gender Gap Index, although the Philippines maintained its position of the narrowest
gender gap in Asia, it had dropped three places in the world ranking from the previous year to the
10" place. This is partly attributed to the deterioration of its performance on wage equality for
similar work, from 7" to 215 place. In 2017, for every PHP100 (USD1.86) earned by men, women
on average earn PHP76 (USD1.42) (for similar work.?” Unemployment of women is also a
significant issue, with seven in ten persons who are not in the labor force being women.?
Meanwhile, the gender ratio in labor participation has been stagnant since 2012,2° and a closer
look at the nature of participation reveals inequalities in different sectors and in entrepreneurial
opportunities.®® Furthermore, gender equality has not proportionately affected all Filipino women
and is still dependent on socioeconomic status. 3! While educated women have greater
representation and equal pay in professional and technical fields, low-income and poorly-

25 Bollettino, V., Alcayna, T., Enriquez, K. and Vinck, P., “Perceptions of Disaster Resilience and Preparedness in the
Philippines”, Program on Resilient Communities, Harvard Humanitarian Initiative, 2018, p.12.

26 pacific Consultants International, “Natural Disaster Risk Management in the Philippines: Reducing Vulnerabilities”,
World Bank, 2005, p.1.

27 “Why Philippines slipped in WEF’s gender gap ranking”, ABS-CBN News, 2 Nov. 2017. www.news.abs-
cbn.com/business/11/02/17/why-philippines-slipped-in-wefs-gender-gap-ranking. Accessed 17 Oct. 2018.

28 PSA, “Employment Situation in January 2018”.

29 PSA, “2017 Gender Statistics on Labor and Employment”, 2017, p.2-42.

30 David, Clarissa C., Albert, Jose Ramon G., and Vizmanos, Jana F., “Sustainable Development Goal 5: How Does
the Philippines Fare on Gender Equality?”, PIDS (PIDS), 2017, p.7.

31 McKinsey Global institute, The Power of Parity: Advancing Women’s Equality in Asia Pacific. Focus: The
Philippines, McKinsey & Company, May 2018, p.32
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educated women tend to have limited access to resources such as education and government
services.?

36. The Philippine economy could add an additional 7% to GDP, or USDA40 billion a year by
2025 if the country can encourage more women to join the labor force.®® In order to address the
recent negative trends and to align with the global and multilateral focus on gender equality, it will
be imperative to overcome key gaps in data. For example, data on gender-related indicators for
SDG 4 (ensure inclusive and quality education for all) is largely missing in the Philippines, posing
a barrier to the real assessment of resources needed to monitor progress on SDG 5.3

37. Measuring the SDGs: Monitoring the Philippines’ progress on the SDGs continues to be
a challenge, with NEDA recently acknowledging the need to address key data gaps. With 59 SDG
indicators not regularly collected and 68 still to be defined, the government is working with
development partners to address data challenges through capacity-building activities and
oversight agencies. ** As of May 2018, only 68 out of the 232 SDG indicators have been integrated
into the PDP 2017-2022. In areas such as gender equality, only three indicators have been
integrated.®® As will be discussed further in Section 4 and 5, the ability to measure and verify the
impact of SEs on the ground will contribute to greater data sets that can aid in the overall
measurement of the SDGs.

PAGBABAGO PATULOY NA PAG-UNLAD MALASAKIT

(i) Pagbabago: INEQUALITY-REDUCING INCREASING GROWTH ENHANCING THE SOCIAL
REdUCIﬂg Inequallty TRANSFORMATION POTENTIAL FABRIC
38. In the Philippines, the top one percent controls more than half of the nation’s wealth.*’

This limits equality of opportunity and impedes the equitable public service delivery necessary for
inclusive growth. If mission-driven SEs are able to grow and reach significant scale and impact,
more equitable redistribution of wealth can be achieved. This is because SEs reinvest profits back
to their beneficiaries or they fund their social mission to create more impact.

39. Human capital development: Developing human capital is a key focus area for the
Philippine government, which overlaps with SDG 4 (education) and SDG 6 (health).* The
government has set development targets to address - through education - the challenges of
underemployment and limited women’s participation in the labor force. Underemployment is
systemic in the agriculture sector. Two-thirds of agricultural workers do not work full time due to
the seasonality of the industry, and this is exacerbated by low wages in the industry.*® For women
in the workforce, the gender ratio in labor participation has been stagnant since 2012.4° SEs can
also play a catalyzing role in those sectors.

32 ADB, Gender Equality in the Labor Market in the Philippines, 2013. p.xi

33 McKinsey Global Institute, p.32.

34 David, Clarissa C., Albert, Jose Ramon G., and Vizmanos, Jana F., “Sustainable Development Goal 5: How Does
the Philippines Fare on Gender Equality?”, PIDS, 2017, p.7.

35 NEDA, “NEDA vows to address data gaps in tracking UN SDG progress”, 2017,
www.neda.gov.ph/2017/10/05/neda-vows-to-address-data-gaps-in-tracking-un-sdg-progress/. Accessed 18 Oct.
2018.

36 Philippine Statistics Authority, “The Challenges of the SDGs: Philippine Statistical System”, 2017.
www.unstats.un.org/unsd/capacity-building/meetings/DA9-regional-workshop-Addis-Ababa/documents/7-PHL-
%20national%20SDG%20monitoring,%208May18.pdf. Accessed 18 Oct. 2018.

37 Luo, X., “Overcoming poverty in the Philippines”, Business World, 24 Jun. 2018,
www.bworldonline.com/overcoming-poverty-in-the-philippines/ Accessed 11 Oct. 2018.

38 Tungpalan, R. G. “Monitoring the SDGs: Philippine initiatives for managing for results”, NEDA, 2017, p.4

39 Dy, R.T., “Why is rural underemployment so high?” Inquirer.net, 22 January 2018.
www.business.inquirer.net/244548/rural-underemployment-high Accessed 16 Oct. 2018.

40 PSA, “2017 Gender Statistics on Labor and Employment”, 2017, p.2-42.
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40. Livelihoods: The provision of sustainable livelihoods has always been a strategy for
donor agencies, civil society organizations, and even the private sector, to include the
participation of the poor and marginalized in activities geared towards economic development. As
the agriculture, fisheries and forestry sector accounts for one-third of the country’s employment,*
the PDP has a strong focus on this sector. In addition to the aforementioned challenge of limited
access to credit in this sector, other issues include weak support services, infrastructure, and
facilities, especially in irrigation and mechanization.*? To achieve better livelihoods, productivity
and access to resources have to be enhanced.

41. Resilience: Disasters negatively impact businesses, especially SMEs. These events may
diminish capital, logistics, the product market and labor participation, which in turn undermine
business operations and recovery. Physical damage, supply chain, and labor force disruptions
may cause temporary business closures. More seriously, businesses are burdened with repairing
infrastructure and replacing damaged equipment, which requires substantial resources. There is
no official policy on disaster management for SMEs, and the government’s disaster risk reduction
and management (DRRM) framework has not been incorporated in sectoral plans for SMEs.
Philippine SMEs thus have low resilience and coping abilities in the face of natural disasters.*®

i 3 . PAGBABAGO MALASAKIT
(i) Patu_loy na Pag-unlad: _ INEQUALITY-REDUCING ENHANCING THE SOCIAL
Increasing Growth Potential TRANSFORMATION FABRIC

42. Technology and Innovation: Science, technology, and innovation (STI) play a critical
role in facilitating the achievement of national goals, and meeting SDG 9 (innovation) and SDG
12 (responsible consumption). Innovation can drive many benefits to increase productivity,
industrialization, economic growth, and the creation of decent jobs. The impact could be catalytic
to achieving food security through sustainable, equitable agricultural systems and raising
production and incomes, especially for smallholder farms. Innovation can also promote renewable
energy technologies in order to respond to the dual challenge of reducing energy poverty while
mitigating climate change. STI is generally weak in the Philippines due to several key factors.
There is a lack of interest and low adoption among key sectors like agriculture and fisheries.
Government spending on STl is also low with only 0.14% of GDP allocated towards R&D in 2017,
which is one-tenth of the UNESCO recommendation of 1% and one-twentieth of the global
average of 2%.% In 2013, the Philippines had only 270 researchers for every one million people
in the population, which is 110 people lower than the UNESCO recommendation of 380 per million
people and less than one-third of the average in Asia.*® Interest in STl fields remains a significant
challenge for the Philippine government to attain long-term, sustainable growth.

41 Australian Center for International Agricultural Research, “Philippines”, Australian Center for International
Agricultural Research, 2018. www.aciar.gov.au/East-Asia/Philippines Accessed 16 Oct. 2018.

42 NEDA, Philippine Development Plan 2017-2022, p.8-3.

43 Ballesteros, M.M. and Domingo, S.N., “Building Philippine SMEs Resilience to Natural Disasters”, PIDS, 2015.

44 Diega, A., “DOST: Advancing Science, Technology Agenda Best Option for PHL Growth”, PIDS, 2018.

www.pids.gov.ph/pids-in-the-news/2334 Accessed 11 Oct. 2018.

45 NEDA, Socioeconomic Report 2017, 2017, p.120.
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. L PAGBABAGO PATULOY NA PAG-UNLAD
(iif) Malasakit: INEQUALITY-REDUCING INCREASING GROWTH

Enhancing the Social Fabric IRANSEORMATION BOIENTIAC

43. Philippine Culture and Values: From the cultural perspective, one of the goals of the
Philippine government is to sustain and enhance cultural assets in order to foster creativity and
innovation for socio-economic growth. Two key outcomes under the PDP 2017-2022 are to
advance: (i) values for the common good, and (ii) Pagkamalikhain or creative excellence.*® These
common values need to be nurtured even across regional identities (llocano, Tagalog, Waray,
etc.) and geographies (including the ~10% of Filipinos based abroad) in order to build a foundation
for inclusive growth and social entrepreneurship. Many of the grassroots SEs in the region could
be a conduit for such inclusion as they have the best understanding of the local context and work
to solve social issues on the ground.

44, Tourism sector: Inthe PDP 2017-2022, sustainable ecotourism and cultural tourism have
been identified as an important focus area for economic development. Constituting 12.2% of the
GDP in 2017,% the Philippine tourism industry has become a major player in the economy. Yet,
its rapid growth comes with challenges such as the lack of adequate supporting infrastructure
(e.g., transportation, sanitary facilities) for tourists and the lack of maintenance of tourism sites.
For instance, the overcrowding of the popular tourist site Boracay led to serious environmental
degradation, such that the government announced a 6-month closure in 2018. lllegal fishing had
also decimated up to 90% of the island’s coral reefs.*® SEs could play a large role in addressing
these problems by promoting sustainable tourism that minimizes negative environmental impact
while generating positive economic gains.

l. Role of Social Enterprises in National Development

45, There has been growing interest in the role of SEs and social entrepreneurship in national
development as a way to harness business activity for issues such as poverty, inequality, and
human capital development. Internationally, the concept of social entrepreneurship received
strong support and discussion from a robust academic body of work that helps to clarify the unique
value that SEs provide as change agents. A pioneer in developing the concept, late Duke
Professor Gregory Dees was the first to discuss how the theory and practice of entrepreneurship
and innovation could be combined with social missions to tackle global challenges such as
poverty and pollution. Dees described social entrepreneurship as playing “the role of change
agents in the social sector, by: (i) adopting a mission to create and sustain social value (not just
private value); (ii) recognizing and relentlessly pursuing new opportunities to serve that mission;
(iii) engaging in a process of continuous innovation, adaptation, and learning; (iv) acting boldly
without being limited by resources currently in hand; and (v) exhibiting heightened accountability
to the constituencies served and for the outcomes created.™®

46. As mission and innovation-driven businesses, SEs are therefore uniquely positioned to
respond to societal challenges and contribute to the improvement of living conditions of the poor
and marginalized communities by increasing their participation as suppliers, workers and/or

46 NEDA, Philippine Development Plan 2017-2022, p.7-4.

47 Bersales, L.G., “Contribution of Tourism to the Economy is 12.2 Percent in 2017, PSA, 2018.

www.psa.gov.ph/content/contribution-tourism-economy-122-percent-2017 Accessed 11 Oct. 2018.

48 Alexander, B., “Closure of Boracay Island”, Conservation Guide, 2018. www.conservationguide.org/news/closure-
of-boracay-island Accessed 11 Oct. 2018.

49 Dees, J. G., The Meaning of Social Entrepreneurship, 1998, pp.1-5.
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beneficiaries of the various SE activities. As financially sustainable businesses, SEs help to grow
local economies while intentionally protecting the environment.

Social Enterprises in the Philippines

47. Given the ambition of the Philippine national development goals, SEs represent a unique
opportunity to address development gaps. While the concept of ‘social entrepreneurship’ first
appeared in the Philippines in the 1990s, the earlier focus on not-for-profit, social cooperative
models has given way to a recent boom in SEs based on a for-profit model.>® A recent study
found that for-profit SEs are increasingly receiving impact investments in the Philippines since
2012, marking a shift in the landscape from the traditional reliance on grant funding.>* However,
the majority of SEs remain limited in size and scale, indicating the need to understand at a deeper
level their barriers to growth.

48. The shift toward for-profit SEs takes place alongside growing awareness of the limitations
of the development sector. Increasing evidence suggests that traditional aid often fails to address
the root causes of poverty and provide sustainable financial and social measures in impoverished
countries, while possibly exacerbating corruption or local inequalities through a top-down
approach.>? Compounding the challenges of the development model, it has also become clear
that development financing is insufficient to address the world’s social and environmental
problems—an annual USD5-7 trillion global financing need.%3

49, The challenges of development financing continue to grow in the Philippines, with grant
funding and foreign aid for development on the decline. With the development space in the country
replete with non-profits, NGOs, and cooperatives, many are looking for alternative funding
sources including from the private sector. However, non-profits do not usually have the mindset
and business know-how to access investment capital to sustain and scale.>*

50. The SE sector in the Philippines is promising, though gaps in data and inconsistencies in
how SEs are defined continue to limit a fuller understanding of the current level of SE activity in
the country. According to a study by the British Council and PhilSEN, there are around 164,473
SEs currently operating in the Philippines, constituting 17% of all registered companies.*°
However, this estimate includes entities of various forms including MSMEs (70%), NGOs (23%),
cooperatives (6%), fair trade organizations and sector or area-based enterprises.*® This figure is
thus a broad-based one derived from an elimination process excluding organizations that put
“profit first” as their core mission and/or rely on grants for more than 75% of their income. Yet, in
order for SEs to play a significant role in meeting development gaps and truly drive a long-term,
market-based solution to social challenges, it is critical that the definition of SEs be limited to
financially sustainable enterprises — those that are generating their revenue streams to cover their
operational costs through their own operations.5” While SEs in their early stages may not be
financially sustainable, they should be working towards achieving maximum financial and social

50 GIIN and Intellecap, “The Landscape for Impact Investing in Southeast Asia”, GIIN, 2018, p.162.

51 GIIN and Intellecap, p.162.

52 The Economist, “Misplaced charity”, The Economist, 2016.
www.economist.com/international/2016/06/11/misplaced-charity Accessed 11 Oct. 2018.

53 UNDP, Financing the 2030 Agenda: An Introductory Guidebook for UNDP Country Offices, New York: UNDP, p.11.

54 11X and ADB, Social Enterprise in the Education Sector: An overview of growth factors in Indonesia, Cambodia, and
Philippines, 2012, p.55.

5 “Number of Registered Corporations and Partnerships as of 31 December 2017”, Securities and Exchange
Commission.

56 British Council and PhilSEN, p.29.

57 11X, “Social Finance Roadmap for Malaysia”, developed for Agensi Innovasi Malaysia, 2016, p.118.
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growth. On the other hand, NGOs and nonprofits that do not have this goal should not be
considered as SEs due to their inability to grow and scale by serving a larger base of consumers.
According to the definition of SE in the British Council and PhilSEN report, the figure of 164,473
may thus include financially unsustainable enterprises.>® Due to the lack of other sources of data
on SEs in the Philippines, which will be discussed as a major barrier to SE growth in Section 4,
this Roadmap will refer to the British Council and PhIlSEN estimates as a benchmark for
discussion, while keeping in mind its limitations.

51. Philippine SEs employ more than 17,000 full-time staff, have benefited over 4.7 million
individuals and have generated approximately $21 million in value.*® They operate in a variety of
high-impact sectors such as agriculture (19%), education (9%), financial services (8%). °
However, most impact investments have been made in SEs working in financial services, energy,
and workforce development.®* Women are significantly involved in the SE landscape, with 44%
of Philippine SEs being led by women.®? Youth also play a big role in the SE landscape, with 24%
of founders under the age of 34.%% This is especially true for many of the new innovative social
enterprises that have the potential to be gamechangers in the SE landscape. With a median
annual turnover of USD24,000, Philippine SEs are mostly in the seed to early stage.® Only 17%
of Philippine SEs have raised equity, while 12% have borrowed debt at market rates.
Nevertheless, some Philippine SEs have grown to become internationally recognize (though in
varying states of financial sustainability), such as Human Nature, Rags2Riches and Coffee for
Peace.

52. The SE landscape is further nuanced by the role of microfinance institutions (MFIs) —
which are defined as institutions that provide a broad range of financial services (including loans,
deposits, money transfers and insurance products) to low-income households, enabling them to
raise income levels and improve living standards.®® There are about 2,000 NGO MFI lenders and
200 banks with microfinance services® servicing at least 7 million borrowers.®” MFls are related
to SEs in two ways. Firstly, they operate as SEs themselves by broadening access to financial
inclusion for those who lack the necessary collateral to access traditional banking services,
especially women. Secondly, they channel funds towards SEs, given that many microfinance
borrowers operate their own micro-enterprises or small businesses. Many of the mature-stage
SEs are MFIs supporting women with access to microloans for household businesses. They are
now slowly accessing capital markets through financial structures such as IIX’s Women'’s
Livelihood Bond.%®

53. In order to grow social entrepreneurship and SEs at the pace and scale required to meet
the SDGs and the national development goals in the Philippines, it is imperative to address the

58 11X and Singapore Totalisator Board (Tote Board), Women'’s Livelihood Bond: Innovation in Fundraising Strategies
for Impact Enterprises Case Study, 2018, p.5.

59 British Council and PhilSEN, p.16.

60 GIIN and Intellecap, p.161.

61 GIIN and Intellecap, p.162.

62 GIIN and Intellecap, p.162.

63 British Council and PhilSEN, p.14

64 GIIN and Intellecap, p.163.

65 “Notes on Microfinance”, Bangko Sentral ng Pilipinas, n.d.
http://www.bsp.gov.ph/downloads/Regulations/attachments/2001/circ272.pdf Accessed 9 Nov. 2018.

66 Ballesteros, M. and Llanto, G. “Strengthening Social Enterprises for Inclusive Growth: Philippines”, PIDS, 2017,
p.7.

87 Torres, T.P., “200 banks join microfinance bandwagon”, The Philippine Star, 2 Apr. 2013
https://www.philstar.com/business/banking/2013/04/02/925779/200-banks-join-microfinance-bandwagon Accessed
9 Nov. 2017.

68 11X and Tote Board, p.5.
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significant barriers hindering their growth. This in turn will require an understanding of the current
role of public, private and civil society actors in supporting SEs, and determining their
effectiveness in driving much needed growth.

Il. ECOSYSTEM FOR SOCIAL SERVICE DELIVERY THROUGH SOCIAL INNOVATION

54, A cross-cutting strategy for the PDP 2017-2022 is to strengthen multi-stakeholder
partnerships for improved social service delivery — which aligns strongly with SDG 17. With the
total Philippine social expenditure gap estimated to be equal to 3-4 % of GDP by 2022,%°
effectively mobilizing a larger ecosystem of players around the most strategic and actionable
opportunities will enable SEs to achieve sustainable, large-scale impact in pressing social and
environmental problems. This section reviews the current roles and interactions of partners and
stakeholders across the public, private, and civil society sectors, and evaluates their effectiveness
in supporting SEs for social service delivery.

55. An effective SE ecosystem refers to the participants in the socio-economic environment
that helps to foster social entrepreneurship. No single entity has ownership of the ecosystem, but
the players in the ecosystem have their own respective role and motivation towards strengthening
social entrepreneurship.’® These players consist of: (i) the public sector (governments, donors,
multilateral agencies), which creates the enabling environment for SEs through policies, programs,
and financial support; (ii) the private sector (corporations, intermediaries), which supports SEs
through capital, skills/lknowledge transfer, market access, and integration into their value chains;
and (iii) civil society, which advocates for policies, publishes research, provides training, and
educates the next generation of social entrepreneurs.

56. To contextualize the effectiveness of the Philippine SE ecosystem in building and nurturing
social entrepreneurship, it is worthwhile for the Philippines to draw insights and adopt best
practices from the experiences of regional peers such as India, Singapore, and Indonesia.
Appendix C explores in detail the interactions of the public sector, private sector and civil society
in creating a conducive environment for social entrepreneurship in these three countries, with a
focus on key takeaways for the Philippines. The examples, especially that of Singapore, show
that significant involvement from the public sector can help social entrepreneurship to grow and
mature through national policies, ease of doing business, dedicated funds, or acceleration
programs. In the absence of official SE policies and dedicated public sector support, as in the
case of India and Indonesia, social entrepreneurship can nevertheless thrive through the
involvement of other actors. It is also possible for the government, in the case of India, to provide
indirect support to SEs through policies prioritizing certain sectors. Private sector actors also
crucially provide funding, business support and technical assistance to SEs, such as corporations,
impact investors and intermediaries. Civil society plays a large role in providing academic
research and knowledge sharing and building networks of social entrepreneurs. They also work
at the grassroots level to provide livelihoods to vulnerable groups and can have a deep
understanding of the needs and challenges of the vulnerable. This section will thus analyze the
effectiveness of the current Philippine ecosystem through an in-depth discussion of the local
environment, as well as through a broader benchmark of best practices across the region.

57. Stakeholder interviews and surveys in the Philippines reveal significant gaps in providing
support for specific SE needs. Survey results show that the government, civil society, and

69 NEDA, Philippine Development Plan 2017-2022, 2017, p.12-13.
0 |senberg, D., “What an Entrepreneurship Ecosystem Actually Is”, Harvard Business Review, 12 May 2014.
https://hbr.org/2014/05/what-an-entrepreneurial-ecosystem-actually-is Accessed 4 Oct. 2018.
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entrepreneurs are viewed as the top three most important influencers in the social
entrepreneurship ecosystem. Private sector actors did not receive substantial acknowledgment
from respondents as influencers in the ecosystem, despite the fact that respondents viewed the
two greatest factors inhibiting the growth of SEs as access to capital, and lack of mentorship —
areas where corporates can play a key role. Meanwhile, the main challenges facing social
entrepreneurs were access to capital, monitoring and evaluating impact, generating
profit/‘commercialization, and scaling their business. The results of the survey and interviews will
be discussed in further detail below, but it is clear that there are important gaps to be addressed
in order to build an effective SE ecosystem. Not only do players need to align and strengthen their
collaboration, but new mechanisms are needed to catalyze the growth of SEs.

58.  The social entrepreneurship ecosystem in the Philippines is represented by Figure 3 below,
with each circle of the Venn Diagram showing the different players that make up the social
entrepreneurship ecosystem - public, private and civil society sectors - along with their
contributions to the ecosystem. Building a vibrant ecosystem requires actions and forms of
collaboration from the different players. At the center of the Venn Diagram is the intersection of
all the ecosystem players, a space called the “Social Enterprise Zone” (SE Zone).”* The SE Zone
highlights the importance of the relationship between the players in the ecosystem 72 and
represents the points of collaboration between them that contribute to the enabling environment
where SEs and social entrepreneurship flourish. The SE Zone then becomes an environment for
business solutions that are innovative, scalable, and sustainable.

Figure 3: Social Enterprise Ecosystem Players and Contribution to the Ecosystem
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"t Shahnaz, D., “Impact Investing Current Landscape”, 11X Impact Institute, 2017.
72 Shahnaz, “Impact Investing Current Landscape”.
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A. The Role of the Public Sector in Developing the SE Ecosystem

59. The public sector is composed of national and local governments as well as donors and
multilateral agencies. SEs are currently treated no differently from MSMESs, despite SEs having a
social mission. As such, SEs do not benefit from any support beyond the public sector policies
and programs for MSMESs.

60. The table below is a snapshot of the scope of responsibilities of key government agencies
and their policies and programs affecting MSMEs (and therefore, the majority of SEs). The key
agencies include the Department of Trade and Industry (DTI), Department of Agriculture (DA),
Department of Agrarian Reform (DAR), Department of Social Welfare and Development (DSWD),
Cooperative Development Authority (CDA) and the Department of Science and Technology
(DOST). The DTI implements key MSME programs on marketing, access to technology, access
to markets, financing, shared service facilities, capacity building, and mentoring. The DA
promotes agriculture development and investments in the Philippines, including technical
assistance and marketing for agri-based MSMEs. DAR implements the Comprehensive Agrarian
Reform Program (CARP) and benefits SEs through its credit program for agri-enterprises. The
DSWD implements the government’s social welfare programs like the Sustainable Livelihood
Program assisting poor Filipinos with a micro-enterprise development track. The CDA provides
accreditation for cooperatives and advocates for and provides services for cooperatives including
technical advisory services. The DOST, meanwhile, implements the National Science and
Technology Plan - including promoting research and technology adoption for certain sectors.
DOST also implements programs on technology transfer, technical training, and packaging for
small enterprises.

61. The table shows that there are several programs across multiple key agencies affecting
MSMEs. Given the diversity of government channels already in existence for MSMEs, the
opportunity exists to harness those agencies and programs to more directly support those
enterprises with a social mission.

Table 1: Philippines Government Agencies with MSME Programs

Agency Description/ Scope Programs that impact MSMEs/ SEs

Department of | DTI is responsible  for | The Government passed the Go
Trade and | enhancing the global Negosyo Act 2014 to boost MSMEs in

Industry competitiveness of the industry the Philippines by establishing
& and services sectors. Under the Negosyo (business) Centers, which
“ PDP 2017-2022, their goal is to provide advice on access to finance,
— increase the access of MSMEs, training and other forms of assistance.
TRADE & JOLSTRY cooperatives, and overseas | They also offer programs to market
Filipinos to global opportunities. local products and services at local
It also oversees trade and and international trade fairs, expand
industry  policy  formulation, MSME linkages, assist in product and
trade ~ and  investment design development, and provide

promotion, technical advisory, entrepreneurial training.

consumer  protection,  and |3 The Shared Services Facility (SSF)
business regulation. program of DTl allows micro
enterprises to access common
facilities and technology to develop or
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Agency

Description/ Scope

Programs that impact MSMEs/ SEs

enhance their products.

of  cooperatives in the

1 The Small Enterprise Technology
Upgrading Program (SETUP) allows
for technology transfer to boost
competitiveness and productivity.
1 They also offer loans to MSMEs
through its Small Business
Corporation unit. The SBC released a
total of PHP10 billion (USD186 million)
to 7,000 enterprises as of 2016.73
1 Their Kapatid Mentor Me program
allows large corporations to coach and
mentor MSMEs on different business
operations.
Department of | DA is responsible for expanding | 1 DA provides technical assistance as
Agriculture | economic  opportunities  in well as information gathering through
#900%, | agriculture,  forestry, and| its research institute. The DA’s
BNt fisheries. It is mandated to Agribusiness and Marketing
- Eﬁh;\ v promote agriculture Assistance Service (DA-AMAS) unit
i development through policies, helps MSMEs, NGOs, and people’s
public investments, and support organizations in terms of marketing
for domestic and export- and networking.
oriented enterprises.
Department of | DAR is the lead implementing |1 Its Agrarian  Production  Credit
,?:g;r?rian 293”93/ of tgefCompr(;hensive Program (ACPC) trains cacao doctors
eform grarian eform rogram : . -
(CARP). It provides land tenure on running agri enterpn;es. These
security, legal assistance, and cacao doctors are tra-lned under
implements support services to Kennemer Foods International, Inc., a
agrarian reform beneficiaries hybrid SE and inclusive business "
through agribusiness and rural specializing in growing, sourcing, and
enterprise development. trading quality agricultural crops.™
Cooperative [ CDA is the government body [ The CDA provides technical advisory
Development | responsible for registering, services (TAS) to cooperatives
Authority accreditation and development including trainings, mentoring, clinics,

consultancy and the provision of legal

Small Business Corporation, Celebrating 25 Years Annual Report, Makati City: Small Business Corporation, 2016,

p.5.

74 Kennemer Foods International is a special case of an SE that has grown and expanded to become an Inclusive

Business.

5 Philippine Information Agency, “DAR boosts ARBs entrepreneurship skills under PRRDs term”, Philippine
Information Agency, 2017. www.pia.gov.ph/news/articles/1003051 Accessed 13 Oct. 2018.
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Description/ Scope

Programs that impact MSMEs/ SEs

Philippines. They host
programs to provide training
and capacity building for
cooperatives

opinions. All operating units, of the
CDA deliver TAS. These capacity
building programs advocate for the
graduation of micro and small
cooperatives into bigger ones with
larger asset size categories. TAS
allows the cooperative to provide
optimum social and economic benefit
to its members.

Department of
Social Welfare
and
Development

¢/

DSWD

DSWD formulates, implements,
and coordinates social welfare
and development policies and
programs for the poor,
vulnerable, and disadvantaged.
It also provides immediate relief
and early recovery of disaster
victims and delivers social
welfare and  development
programs of local government
units through local social
welfare and  development
offices.

1 The Department manages the Self

Employment-Kaunlaran (SEA-K)
livelihood program, which aims to
enhance the socio-economic skills of
poor families through the
establishment of community-based
credit organizations for
entrepreneurial development. Started
in 2009, the SEA-K established 1,389
projects affecting 28,939 families
nationwide. This program has evolved
into the Sustainable Livelihood
Program (SLP) which provides a two-
track livelihood assistance scheme, an
Employment Facilitation track and a
Microenterprise Development track
benefiting over 1 million households
as of December 2017.

1 DSWD also implements the Kalahi-

CIDSS National Community Driven
Development Program which
empowers communities to achieve
improved access to basic services and
to participate in more inclusive local
planning, budgeting and
implementation, and disaster risk
reduction and management.

Department of
Science and
Technology

DOST is responsible for
providing central direction,
leadership, and coordination of
scientific and technological
efforts for the maximum
economic and social benefit. It
also prepares a National
Science and Technology Plan
and monitors and coordinates

1 DOST implements a Community

Empowerment through Science and
Technology (CEST) program and

Small Enterprise Technology
Upgrading Program (SETUP)
involving technology transfer,

technical training, and packaging.
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Agency Description/ Scope Programs that impact MSMEs/ SEs

its implementation, promotes
scientific and technological
research in areas vital to

development, promotes
indigenous technology and its
adaptation, implements

technological services needed
in agriculture, industry, and
transport among others, as well
as policy research.

Sources: Small Business Corporation. 2016. Celebrating 25 Years Annual Report. p.5. Makati City; Philippine
Information Agency. 2017. “DAR boosts ARBs entrepreneurship skills under PRRDs term”

62. A closer look at the programs and policies affecting MSMEs shows that there is a need
for greater coordination and alignment between the agencies to better support MSMESs. Based on
interviews, an SE incubator noted that government activities for MSMEs happen in isolation, while
a business development NGO network described the current system of support for MSMEs and
SEs as ‘lacking in collaboration because of the turfing issues among government agencies.” An
interview with a research institution on social entrepreneurship further described the government
as ‘compartmentalized’ when it comes to their support to MSMEs, and therefore to SEs. Among
enterprises, the same observation resonated with an MSME producing personal care products,
who attributed their difficult experience acquiring a Food and Drugs Administration (FDA) approval
to the lack of inter-agency support for compliance and permits. This enterprise recommended that
streamlining certain support services among government agencies and between national and
local governments will help make the business environment friendlier to small businesses. In an
effort to facilitate coordination amongst government agencies, a draft National Government
Sustainable Livelihood Framework has been developed during a workshop hosted by the
Department of Labor and Employment (DOLE) in October 2017 which will provide guidance to
each agency on delivery of their livelihood programs.”®

63. Beyond what public sector programs currently offer, there could be a more unified and
holistic training program that cuts across agency mandates. For example, coordination between
DTI's MSME program and DSWD’s SLP program could result in a valuable program for rice
production and processing that would be more effective in helping producers graduate into
processing. Currently, production programs are managed by DA and processing by DTI. An inter-
agency collaboration program could enable the graduation of the farmers up the value chain
would help to grow the business beyond its current stage.

64. The wide range of agencies involved in providing dedicated support for MSMESs also sheds
light on the host of challenges that smaller enterprises face in doing business. These challenges
range from understanding legal frameworks, business and tax regulations, and the ability to take
advantage of financial incentives and funding mechanisms. Without dedicated support for SEs,
the challenges that MSMEs face in doing business become even more burdensome for SEs who
are focused on both financial sustainability as well as social impact. The players in the public

76 Bureau of Workers with Special Concerns, “BWSC ON DEVELOPING A NATIONAL GOVERNMENT SUSTAINABLE
LIVELIHOOD FRAMEWORK* http://www.bwsc.dole.gov.ph/publications/2014-12-18-06-56-32/press-releases/399-
bwsc-on-developing-a-national-government-sustainable-livelihood-framework.html. Accessed 28 Nov. 2018
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sector thus work in key areas that would be critical to strengthening social entrepreneurship, yet
currently fall short of recognizing what makes SEs different from MSMESs, and what needs may
be specific to SEs.

65. Legal Framework: Because SEs have no unique legal designation, certain privileges and
incentives are available for SEs depending on their legal identity as an MSME, a cooperative, or
a Securities and Exchange Commission (SEC)-registered company. As the majority of SEs are
MSMEs, they are entitled to privileges under the amended Republic Act 9501 or the Magna Carta
for MSMEs. These include access to training programs, financing, and 10% of government
procurement.”’” Five out of the seven key public sector stakeholders interviewed said that the lack
of an official government definition for SEs and lack of understanding of SEs are affecting such
enterprises from realizing further growth and development. A government study’® noted that
additional support should be given to SEs, particularly in areas such as financing, providing a
conducive environment for growth and expansion, and recognizing their longer incubation period.

66. Establishing a clear legal category for SEs could be beneficial for the government to be
aware of the importance of SEs in the Philippine economy, and to create sound policies for their
growth. It may also facilitate securing funding specifically for SEs. Incentives for SEs, such as
innovation incentives and additional tax reductions for mission-focused enterprises, can better
promote SE growth. The proposed PRESENT bill has certain provisions for incentives specifically
for SEs, such as tax breaks and preferential treatment in government procurement for those SEs
primarily benefiting the poor. The bill also advocates for setting standards and benchmarks for
self-regulation and development of the SE sector. Interviews with senior lawmaking officials
indicate that there may only be an opportunity for the bill to regain traction after the May 2019
elections, pending that a supportive administration is elected and trade committee appointed.

67. Stakeholder interviews also highlighted that the Philippines has no social procurement
policy that can help enterprises gain a foothold in the market. Like MSMEs, SEs need market
access to increase their profitability and scale their impact. Giving opportunities for SEs to
participate in government bidding or having the government partner with SEs to supply certain
goods or services will help these enterprises reach out to new markets.

68. Tax Regulations: SEs that are registered as micro enterprises avail themselves of tax
exemptions and fees given to micro enterprises under the Barangay Micro Business Enterprise
Act (BMBE) of 2002. Meanwhile, SEs registered as cooperatives are entitled to tax exemptions
under the Philippine Cooperative Code of 20087° and the Tax Reform for Acceleration and
Inclusion (TRAIN) Law.®

69. Different interpretations of taxation policies and incentives for MSMEs are affecting the
business environment for SEs. Four out of seven SEs, as well as three intermediaries interviewed,
said that there are implementation issues on tax incentives and policies for MSMEs that affect
SEs. A microfinance SE said they were asked to pay two types of taxes, and that they had to hire

7 Department of Trade and Industry, R.A. 9501: Magna Carta for Micro, Small and Medium Enterprises, Makati City:
DTI, 2008.

78 Ballesteros, M. and Llanto, G. “Strengthening Social Enterprises for Inclusive Growth: Philippines”, PIDS, 2017,
p.1.

79 Congress of the Philippines, “Philippine Cooperative Code of 2008 / Republic Act 9520”, Cooperative Development
Authority, 2009. www.cda.gov.ph/resources/issuances/philippine-cooperative-code-of-2008/republic-act-9520
Accessed 13 Oct. 2018.

80 NATTCO Network, “President signs TRAIN, Coop tax exemptions remain”, NATTCO Network, 2017.
www.nhatcco.coop/index.php/home-2/401-president-signs-train-co-op-tax-exemptions-remain Accessed 13 Oct.
2018.
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the professional services of multinational firm PricewaterhouseCoopers to address some of these
issues. Likewise, the majority of SEs interviewed believed that the lack of a specific tax policy for
SEs hinders their growth and that the government should consider how SEs are investing in the
economy. At the local level, since local government units are permitted under the law to charge
fees to businesses, standardization of such fees will also help SEs. Since SEs are taxed like any
regular enterprise, the opportunity to maximize social impact is also affected.

70. While there are several opportunities to build a friendlier regulatory and legal environment
for SEs, the process of creating a law in the Philippines takes years. There are other urgent SE
needs where the public sector can mobilize other ecosystem players to support in the short-
medium term. Survey results showed that respondents viewed having an ambiguous tax regime
and legal status not as critical to SE growth, compared to the lack of capital, mentorship,
intermediary support (incubators, accelerators), and access to impact investors.

71. Given the diversity of issues raised through interviews and survey results, a greater
understanding of SEs will be required for stakeholders to make informed decisions on how to
strengthen government support. This, in turn, highlights how validating impact is a major barrier
for the government to be able to distinguish SEs from traditional businesses. The government can
collaborate with the private sector and intermediaries to implement a scalable and sustainable
way to validate the impact that is happening on the ground, which would also contribute to having
greater ecosystem knowledge about how SEs are impacting the economy.

72. Ease of Doing Business: The public sector has an important role in creating a business-
friendly environment for all enterprises, which will also benefit SEs. Stakeholder interviews
showed that, as is the case with all businesses, one SE’s business registration with the Securities
and Exchange Commission (SEC) took months to finish and required numerous documents to
satisfy the registration process. For social entrepreneurs with very limited legal knowledge and
expertise, the business registration alone can be daunting, and more efforts can be made to
improve the process. When social entrepreneurs can register their business and obtain the
needed permits easily, they will be more empowered to focus on driving their strategic social
impact and optimizing economic opportunities. Many of the challenges with the ease of doing
business may be addressed given the signing of RA 11032 - Ease of Doing Business and Efficient
Government Service Delivery Act of 2018. The Act signed into law on May 2018 provides benefits
such as standardized deadline for government transactions, single unified business application
form, business one-stop shop, automated electronic system, zero-contact policy; and central
business portal and Philippine business databank amongst others.®* Additionally, the Republic
Act 11055 or the Philippine System Identification (PhilSys) Act was passed in August which
mandates the creation of a national identification for all citizens. After implementation, the 1D
system should help cut red tape and make it easier for business owners to comply with
government regulations.

73. Local government units (LGUS) in the Philippines have the power to enforce laws and
ordinances, enter into contracts, and implement effective governance for the welfare of the
residents. This gives LGUs the opportunity to collect fees, generate their own revenues, and
finance basic social services. It is important that the implementation of certain tax regulations on
businesses at the local government level be aligned with the business policies of the national

81 Department Of Trade and Industry, “RA 11032 Briefer” https://www.dti.gov.ph/businesses/ease-of-doing-
business#ra-11032-ease-of-doing-business-and-efficient-government-service-delivery-act-of-2018. Accessed 28
Nov 2018.
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government. A business-friendly LGU that is transparent about policies and procedures can make
all the difference in nurturing more startups and early-stage enterprises.

74. In an effort to promote entrepreneurship, the Philippine government through DTI
established Negosyo Centers nationwide to promote ease of doing business and facilitate access
to certain services for MSMEs. Building the capacity of these Negosyo Centers to also address
the critical needs of SEs, including access to capital, can help the Philippines grow a stronger
base of SEs. Other business interventions by DTI include the Go Lokal! retail concept store which
features products made all over the Philippines to promote MSMEs. Another program, OTOP
which stands for One Town, One Product also provides local communities with assistance to
create their own products. 8 As discussed in Appendix C, Singapore’s business-friendly
environment was a major contribution to the growth of SEs. Singapore’s Centre for Social
Enterprise (ralSE) nurtures and raises awareness of SEs in the absence of a legal definition.
RalSE also combines all the efforts of related government agencies relevant to SEs, including
that of the SE Hub (for investment funding and incubation of SEs) under Singapore’s Tote Board.®3
The Philippines can learn from the best practices of other countries to further align the existing
Negosyo Centers towards strengthening social entrepreneurship.

75. Foreign Direct Investment Policy: Like other countries in ASEAN, the Philippines has
economic zones that can potentially attract investors to SEs. These economic zones, such as the
Philippine Economic Zone Authority (PEZA), offers a set of fiscal incentives and tax holidays for
investors within the zone. Enterprises located in the zone that manufacture for exports are also
entitled to certain incentives including a 4 to 6-year 100% income tax holiday followed by a 5%
gross income tax and exemption from national and local taxes.® Other benefits include tax and
duty free importation of raw materials and equipment and other fee and levy exemptions. The flow
of investments to the economic zones is affected largely by existing policies that the government
has established for all businesses. One SE interviewed in the study, Auro Chocolates, sources
cocoa beans directly to farmers in Davao. The interviewee said that since they are located in a
PEZA zone, they were able to access certain tax incentives as long as they export a portion of
their outputs. They are currently exporting to Spain and Hong Kong and are set to establish their
own store in Japan. Locating their business in the economic zone helped them increase their
earnings and expand their social impact, including providing post-harvest facilities to help local
farmers improve the quality of their beans. In addition to the economic zones, the Philippines
passed the Foreign Investments Act of 1991 which permits a liberal foreign investment policy
where foreign investors can invest 100% equity into companies except for the foreign investments
negative list which only covers select industries.®®

76. Funding Mechanisms: In terms of funding, the Philippine government has allocated
budget resources for MSMESs that can also benefit SEs (public sector financing will be discussed
in more detail in the next section). The DTI’'s Small Business Corporation provides wholesale and
retail lending to MSMEs, but the agency acknowledged in their report that MSME lending in the
Philippines is still “far from going mainstream.” It cited the finding of the Bangko Sentral ng
Pilipinas (BSP) that the Philippines’ banking system lending to small businesses is still below the

82 Department of Trade and Industry, “MSME Development Programs in the Philippines” p.13.

83 raiSE, State of Social Enterprise in Singapore, Singapore: raiSE, 2017.

84 Philippine Economic Zone Authority, “Fiscal incentives to PEZA-registered economic zone enterprises”, Philippine
Economic Zone Authority, n.d. http://www.peza.gov.ph/index.php/eligible-activities-incentives/fiscal-incentives.
Accessed 13 Oct. 2018.

85 Board of Investments, RA 8179 - Foreign Investments Act of 1991. www.boiown.gov.ph/db-main-final/foreign-
investments/ Accessed 9 Oct. 2018.
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mandated 8% and had declined further below 4% in the first quarter of 2014.8% The agency is
currently exerting efforts to engage more MSMEs in its lending programs including using a
technical assistance grant from the ADB.

77. An ongoing move to integrate SEs into the DSWD'’s programs can also help channel funds
to the sector, but this is still in an early exploration phase. Success of such integration is also
subject to senior leadership understanding and support of SEs. The DSWD has been
implementing a Sustainable Livelihood Program since 2011 to develop micro-entrepreneurs
through seed funding. Even then, the program needs reforms in terms of targeting the right
beneficiaries and monitoring and evaluating the program’s impact.®’

78. An evaluation of public sector support for SEs was conducted based on the criterion of
whether SEs receive any dedicated support beyond what is available to MSMEs and regular
businesses. Those support channels were then graded according to a scale from ‘Minimal
Support’ to ‘High-Level Support.” The figure below shows that the SEs have minimal support from
the public sector across all categories: legal framework, favorable tax regulations, ease of doing
business, FDI policy, and funding mechanisms. It is important to note that the chart reflects more
the lack of SE-specific support rather than an overall grading of government programs. To the
contrary, there are several initiatives underway to strengthen support for MSMEs that deserve
recognition. For the purposes of this Roadmap, the evaluation is focused on SE-specific gaps.
Lack of information and understanding of SEs and how it differs from other enterprises is a major
barrier to strengthening SE support. The public sector also needs better coordination in aligning
its MSME programs so that SEs can benefit more effectively, rather than having to determine for
themselves which policies and codes are best suited to their needs.

Figure 4: Indication of Public Sector Support to SEs

Public Sector High Level Support
Mod S
Legal framework Legend: oderate Support

. Little Support
Favorable tax regulations

Minimal Support
Ease of doing business

FDI policy

Funding mechanisms

Source: Impact Investment Exchange (Asia)

86 Small Business Corporation, p.5.

87 Ballesteros, Marife M.; Orbeta, Aniceto C.; Corpus, John Paul P. and Ancheta, Jenica A., “Assessment of
Implementation Issues and Livelihood Success on the Sustainable Livelihood Program (SLP) of the DSWD”, PIDS,
2017, p.2.
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Case Example
DTl ARMM: Owning the future - Social entrepreneurship in the Philippines’ conflict area

Recent events in conflict areas in Mindanao spotlighted entrepreneurs in this region in a new light.
The public sector and locals in the Autonomous Region in Muslim Mindanao (ARMM) turned to
social entrepreneurship to create the country’s first division or unit specifically for SEs. Under a
foreign technical assistance project funded by The British Council and the European Union,
officials of ARMM visited the United Kingdom (London and Belfast in Northern Ireland) to learn
how civil society advocated for SE policies. SEs from this conflict area also attended ideation
camps under the project to learn more about social entrepreneurship. Several intermediaries
including Villgro have been brought to develop an incubation program for the region, however,
this is still at a preliminary stage. While this example of ARMM demonstrates how social
entrepreneurship can be relevant to conflict areas and vulnerable communities, it is important to
highlight that under the UK government’s and the British Council’s definition of SE, where “a
business with primarily social objectives...focuses on reinvesting earnings into the business
and/or the community,” financially sustainable, mission-driven SEs and non-financially
sustainable non-profits are blurred together.® This conflation of SEs and non-profit organizations,
especially when applied to emerging markets facing urgent development needs, poses the
question of whether such interventions can effectively move beyond the limitations of the non-
profit model to achieve sustainable, large-scale impact.

B. The Role of the Private Sector in Developing the SE Ecosystem

79. The private sector consists of large companies who are active in the country’s growth and
capital markets. It includes companies, business associations, and corporate foundations that
engage with SEs through financing, skills transfer, market access, and integration into value
chains. They also include intermediaries, both global and local, that run programs to build the
capacity of SEs and contribute to the sustainability of the SEs. Despite their potential to drive the
growth of social entrepreneurship in the Philippines, the private sector remains underutilized.
Their activities primarily remain limited to engaging SEs through CSR, while the potential to infuse
capital into SEs, transfer skills and knowledge, or facilitate market access has not been tapped
effectively.

80. The results of the survey with private sector stakeholders reveal that there is strong
interest in investing in SEs, with 100% of respondents willing to investin an SE in lieu of a donation
to a charity. However, to stimulate greater private investment in SEs, the majority of respondents
believe that it is important to consider whether an SE can generate a financial and social return
(34%), whether financial risks can be mitigated (20%), and whether SEs are investment ready
(14%). This suggests that in order to have greater private sector investment in SEs, ecosystem
players must first develop a larger pipeline of growth-stage and investment-ready enterprises.

81. Corporate foundations are commonly associated with big conglomerates in the Philippines
- companies that usually have a diverse portfolio of business interests, including investments in
retail, banking, telecommunications, or food. Examples of these conglomerates are the Ayala
Group of Companies, Bank of Philippine Islands (BPI), and Jollibee Foods Corporation (JFC),
which direct some of their CSR programs to SEs through their corporate foundations. Traditionally,
they give back to the community through their foundations, grants, or CSR work, and recently are

88 British Council, A Review of Social Enterprise Activity in the Philippines, Pasig City: British Council, 2015, p.3
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engaging in more sustainable inclusive business (IB) practices. This represents an opportunity to
be tapped in order to stimulate the growth of social entrepreneurship in the Philippines.

Corporate Social Responsibility (CSR)

82. CSRis defined as “a corporate organization’s commitment to operating in an economically
and environmentally sustainable manner.” 8 While CSR has often been conflated with
philanthropy in the Philippines,® it should go beyond philanthropy to recognize the businesses’
responsibility to society. Yet CSR continues to remain mostly focused on philanthropy and public
relations, driven by one-off events and employee engagement.®® In relation to SEs, corporates
traditionally provide short-term capacity building support through their CSR arm or through their
corporate foundation, both of which have limited financial resources. Stakeholder interviews
revealed that CSR practices in the Philippines engage with SEs to the extent that there is benefit
to the corporate business, image building as well as employee engagement.

83. Few organizations have moved beyond CSR to provide greater skills and knowledge
transfer to SEs. One rare example is BPI Foundation, which has an enterprise development pillar
that organizes an accelerator program called BPI Sinag, which offers seed capital to early stage
SEs and mentoring support through boot camps with Bayan Academy. The program aims to instill
financial discipline in SEs and support their sustainability. Interviews with BPI Sinag showed that
SEs joining their accelerator programs lack the financial discipline to make them bankable
enterprises, and fail to achieve sustainable, scalable impact. Based on interviews with BPI Sinag,
they have acknowledged that they are trying to address this through the mentoring component of
their program and to eventually increase the microenterprise clients of their mobile savings bank,
BPI BanKo.

84. Corporate-led foundations like the Philippines’ League of Corporate Foundations (LCF)
and the Philippine Business for Social Progress (PBSP) are also engaging their members to align
more of their programs to SEs. PBSP - the largest corporate-led social development foundation
in the Philippines and an active CSR advocate - works with Accenture Philippines to implement
the latter’s Skills to Succeed CSR Program. This includes training and grants to SEs such as Bote
Central, which buys coffee beans from farmers at fair-trade prices. Through business
consultations, on-site training, and the provision of simplified accounting and inventory systems
at the community level, the farmers became able to grow and sell coffee beans to surrounding
communities and even to other coffee companies.® Such skills training in business operations
allow SEs such as Bote Central to sustain their business with proper mentoring. For Accenture,
the CSR work boosts the morale of their employees while creating impact on communities through
SEs.

85. While these CSR programs benefit SEs by providing short-term skills and knowledge
transfer, there is greater potential for corporates to support more sustainable and scalable impact

89 Carroll, A., “The pyramid of corporate social responsibility: Toward the moral management of organizational
stakeholders — balancing economic, legal, and social responsibilities”, Business Horizons, Jul.-Aug. 1991, pp. 39-
48.

% Cruz, E.F., “Philanthropy and CSR”, The Philippine Star, 31 Aug. 2014.
www.philstar.com/opinion/2014/08/31/1363618/philanthropy-and-csr Accessed 15 Oct. 2018.

91 ADB, Inclusive Business in The Asia—Pacific Economic Cooperation, Manila: ADB, 2018, p.90.

92 Orosa, R.L., “Accenture raises goal of skills training program”, The Philippine Star, 12 Aug. 2013.
www.philstar.com/other-sections/the-good-news/2013/08/12/1078691/accenture-raises-goal-skills-training-program
Accessed 13 Oct. 2018.
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by working with SEs on a longer-term basis, at the core - rather than the periphery - of their
business operations, through IB models.

Case Example
BPI Sinag: Giving social entrepreneurs a platform to think big

BPI Sinag, under the BPI Foundation, is giving homegrown enterprises a platform to transform
their business and make the profitable transition through their grants (PHP500,000 (USD9,321)
for each of the top 5 winners and PHP100,000 (USD1,864) for each of the 5 runner-ups), and
mentoring support. They hold one of the biggest incubator programs in the Philippines,
receiving as many as 150 applications every year since 2015.% Based on an interview with
them, their monitoring showed that 95% of the SEs who joined their boot camps continued with
their businesses until today.

Inclusive Businesses (IB)

86. The private sector also engages with SEs through the IB model by including SEs as part
of the business value chain. As previously discussed in Section 1, IBs - based on the G20
Framework on IB and distinguished from SEs - refer to larger business entities with “a private
sector approach to providing goods, services, and livelihoods on a commercially viable basis,
either scale or scalable, to people at the base of the pyramid by making them part of the value
chain of the companies’ core business as suppliers, distributors, retailers, or customers.”* Since
2013 there has been growing interest in IBs in the Philippines, and there are more than 70
companies with 1B models, according to ADB.*® In the IB model, corporates link SEs to markets
and integrate them into their supply chains to create a win-win scenario that is financially
sustainable and scalable. Despite government and private sector initiatives to promote IBs, it
remains a relatively limited practice among big conglomerates, especially in the food and agri-
business sector.®® Nevertheless, IB has become a recognized concept in the Philippines and has
the potential to grow SEs more effectively.

87. The Philippine government has introduced significant initiatives to support IBs in rules and
regulations, access to finance and capacity-building.®” An Inclusive Business bill (Senate Bill 349)
is pending in the Senate which was introduced in 2016 by Senator Bam Aquino’s office. The bill
supports the development of a national strategy for Inclusive Businesses and the development of
an Inclusive Business Center which can officially register IBs. The Board of Investments provides
fiscal incentives for IBs in agribusiness and tourism.®® Based on interviews with BOI, there are
plans to launch an IB Capacity Building Fund at the end of 2018 with a dual goal of capacity
building to develop agriculture cooperatives that IB projects can integrate into their value chains
and provide production loans to get IB projects off the ground. While a portion of the seed funding
may come from the government, the majority of the capital will be raised from a variety of private

93 BPI Foundation, “We believe ENTREPRENEURSHIP empowers the country’s poorest to take control of their own
future”, BPI Foundation, n.d. www.bpifoundation.org/entrepreneurship/bpi-sinag-returns-to-accelerate-more-filipino-
social-enterprises Accessed 11 Oct. 2018.

94 “What is Inclusive Business?”, G20 Challenge on Inclusive Business Innovation, n.d. www.g20challenge.com/what-
is-inclusive-business/. Accessed 15 Oct. 2018.

9 ADB, Inclusive Business in The Asia—Pacific Economic Cooperation, p.90.

9% ADB, Inclusive Business in The Asia—Pacific Economic Cooperation, p.90.

97 Hulko, T. and Roque, M., “New Horizons: How Inclusive Business is Helping Achieve SDGs in the Philippines”,
Business Call to Action, 2017, p.22.

98 Hulko and Roque, p.23.
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sector sources including corporates and impact investors. The PBSP will take the lead for raising
the capital as well as managing the fund. The fund can be accessed by any community-based
organization engaged in an IB project or on a per proposal basis subject to the approval of the
fund's implementing committee. The most promising sector for IB is food and agribusiness, which
has been identified by the BOI as a priority sector for IB-specific incentives, given that the poor
and underserved segment in the Philippines account for 89% of consumption in the food and
beverages sector, and over 55% of Filipinos depend on agriculture for income.*® Furthermore, IBs
have been effective as a peacebuilding model in the poorest agricultural communities. Recently,
the IB model has received increasing attention and support from business associations, business
schools, social entrepreneurship incubators, impact funds, and commercial banks. Business
associations, such as the Makati Business Club and the Management Association of the
Philippines support the IB concept, while the Cagayan de Oro Chamber and Philippine Business
for Social Progress have established dedicated centers for IB promotion and monitoring.%®

88. Big conglomerates such as Jollibee, Ayala Group and Nestle have introduced IB projects
engaging SEs. Jollibee’s Farmer Entrepreneurship Program will be discussed in more detail in
the Case Example below. Nestle launched the Nescafe Plan in 2010 to promote the sustainable
supply of green coffee. Interventions have been designed for the farmers throughout the
production process.!%! At the onset, the company distributes high yielding plantlets to farmers at
cost. Nestle then provides capacity building and training to farmers on how to most effectively
grow the coffee. During the post-harvest period, Nestle sets up buying stations all over the
Philippines to increase the access to markets for the farmers. Farmers receive pricing information
via text to ensure they are getting a fair price during the sale. Based on stakeholder interviews,
other than sourcing their raw materials and labor from communities, some Philippine businesses
also work with SEs to connect them to value chains in the export market and provide guidance
on standards and market trends. With the IB projects, one consideration is the replicability of such
programs. Given the demand that the IBs have and in order to enable widespread systemic impact,
it is critical to implement a model that is replicable across many different communities.

89. Nevertheless, these activities remain limited in scale. According to a survey of 200 private
sector companies in the Philippines (conducted by the Philippine Board of Investments, UNDP
and industry associations), there remains a large opportunity to promote greater awareness and
mainstream practice of IB, especially given that many already perceive it as relevant in achieving
business and social goals.1®? This can also be attributed to risk aversion and the lack of a thriving
culture of innovation.%

90. Although leading firms have demonstrated that there could be viable programs to engage
SEs through IB models, this concept is still nascent and has the potential to be expanded across
different industries and regions. One potential risk factor of corporates engaging SEs on an ad
hoc basis is the possibility of unequal treatment and even exploitation of the SEs and local
communities, and this should be deterred and prevented. It is important that such models uphold
principles of fair trade to ensure that that producers at the very front end of the value chain, which
are often the most disadvantaged, are properly compensated for their efforts with market or above

9 Hulko and Roque, p.29.

100 ADB, Inclusive Business in The Asia—Pacific Economic Cooperation, p.90.

101 Nestle, “Nescafe Plan”, 2016. www.nestle.com.ph/stories/nescafe-plan. Accessed 10 Oct. 2018.

102 Hulko and Roque, p.21.

103 Schnabel, C., “Inclusive business now just ‘good business™, Rappler, 17 Feb. 2016.
www.rappler.com/business/economy-watch/122809-inclusive-business-forum-adb-investors. Accessed 15 Oct.
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market prices and informed of their rights in an open market. Boosting innovation among MSMEs
and building an effective supporting ecosystem for SEs would help the development of I1Bs.1%

Case Example
Jollibee Group Foundation: Farmer Entrepreneurship Program (FEP)

Jollibee Foods Corporation (JFC) is the largest food service company in Asia, operating twelve
(12) brands with over 4,000 restaurants worldwide. JFC and its social responsibility arm Jollibee
Group Foundation have formed an innovative IB program, the Farmer Entrepreneurship
Program.!% It_was initiated through a multi-sector partnership with Catholic Relief Services
(CRS)1% and the Philippines National Livelihood Development Corporation (NLDC). This
program brings a wide range of support to local farming communities in order to fill the
company’s daily supply of vegetables needed for the restaurants. The program also includes
the LGUs within the communities they serve. FEP provides training for its local partners and
farmers in agri-enterprise development. MFIs and cooperatives are also part of the program,
and this provides the farmers with access to capital.

Figure 5: Jollibee Farmer Entrepreneurship Program
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Source: Jollibee Group Foundation. 2017. Farmer Entrepreneurship Program Overview.

The program has trained over 2,000 farmers, 680 of which are directly delivering to Jollibee
Foods Corporation commissaries and restaurants through 15 farmer cooperatives.'%’ It has
provided farmers with direct access to over 20 institutional markets, such as restaurants,
supermarkets, and food processors which buy directly from the farmers.1° The program has
benefited farmers in agri-enterprises across 28 municipalities and enabled over 20 farming
groups to deliver to institutional markets. 85 institutional partners have participated in the
program.t®

104 Hulko and Roque, p.21.
105 Jollibee Group Foundation, 10th Year Commemorative Book, Pasig City: Jollibee Group Foundation, 2015, p.37.
106 The involvement of Catholic Relief Services was made possible through funding by the US Department of Agriculture

107¢JFC wins AGROW Award for Inclusive Business, shares best practices at the ASEAN Agriculture Summit”,
Jollibee Group Foundation, 2018. www.jollibeefoundation.org/jfc-wins-agrow-award-for-inclusive-business-shares-
best-practices-at-the-asean-agriculture-summit/ Accessed 13 Oct. 2018.

108 Jollibee Group Foundation, p.37.

109 Jollibee Group Foundation, p.37.
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In the next phase of the program, Jollibee Group Foundation is piloting a model of working with
social enterprises as one of the stakeholders who can grow and scale their farming as an
enterprise.

Chambers of Commerce

91. Business chambers in the Philippines are composed of members whose interests are
promoted through the chambers’ respective programs. As part of the Philippine business
community, they also participate actively in advocating for certain policies that will help enhance
the business environment, including integrating MSMEs and SEs as part of the value chain of the
business. Based on an interview with one of the Philippines’ largest business chambers, it was
revealed that they have members who are already sourcing the raw materials for their export
products from SEs. A non-profit business group composed of some of the Philippines’ largest
corporations also advocates for MSMEs’ integration into the value chain. The group’s MSME
advocacy includes the development of policy papers for MSMEs, which will indirectly affect SEs.
An interview with an executive from the APEC Business Advisory Council (ABAC) in the
Philippines also identified MSME development as part of their advocacy work to link more
enterprises in the domestic and global markets. What is lacking from current initiatives is a more
defined public-private partnership model in delivering programs and services for MSMEs and SEs.
A number of the activities by the chambers and the private sector tend to be stand-alone initiatives
with the participation of government from time to time.!'° SEs would benefit from the extension of
corporate MSME programs and business chamber programs to SEs, as well as expanding IB
models beyond CSR and narrow business interests.

Evaluation

92. An evaluation of private sector support to SEs in figure 6 below shows that SEs receive
little support in the areas of deploying capital, skills or knowledge transfer, and access to market.
This means that there is a low degree of awareness in the private sector on the value of SEs, and
activities are limited to their CSR work or narrow business interests. Corporates may work in
tandem with civil society to provide mentoring to these enterprises (as in the case of BPI Sinag
and Jollibee). Incentives may be needed to encourage them in supporting SEs in a more
substantial way. Despite the growing interest in IB models, concrete integration of SEs into larger
value chains remains limited.

Figure 6: Indication of Private Sector Support to SEs
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110 APEC Business Advisory Council, Philippine MSME and Entrepreneurship: Pushing Boundaries, Makati City:
Makati Business Club, 2016, p.14.
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C. Intermediaries

93. Intermediaries are global or local organizations that connect investors with SEs through
tailored services, such as research, fundraising, certification, evaluation and impact measurement,
business incubation, business acceleration, and legal services. Due to their role in providing
innovative solutions and services to both investors and enterprises, intermediaries are primarily
private sector actors such as banks, independent financial advisors, brokers, dealers,
international organizations, and consulting firms. In the Philippines, intermediaries such as IIX,
Impact Hub, xChange, Ashoka, and Villgro provide a platform for early stage SEs to grow in scale
and achieve sustainability. The majority of these intermediaries supports capacity building, and
some also host incubators or accelerators for SEs, but only a handful focus on providing or raising
growth capital.

94. Figure 7 below depicts the types of services provided by select intermediaries in the
Philippines. Given the diversity of SE needs revealed through research and interviews,
intermediaries are crucial in the sustainability of the sector.

95. The figure makes clear that two key services that are lacking within the current landscape
are impact measurements and capital raise. Based on [IX’s experience raising capital for SEs
regionally, these services typically go hand in hand in order to prepare enterprises for investment.
Enabling SEs to conduct an impact assessment allows for transparency and reduces the risk to
an investor. The impact assessment also allows the SE to communicate their impact story which
attracts impact investors.

96. The dearth of capital raise services by intermediaries is a major barrier to SE growth. SEs
who successful raise capital are able to demonstrate their sustainability and viability. Currently,
only 11X and SEDPI successfully raise capital (though the latter is focused on MFIs), while FSSI
invests directly in SEs. IIX is able to provide end to end services including connecting SEs with a
network of over 1000+ impact investors and advisory support to close the deal, as well as
connecting SEs to an ecosystem of other SEs for partnership and support. 11X has also played
the role of training private sector players such as Ayala who can then support the SE ecosystem
and running an incubator program for corporates.
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Figure 7: Select Intermediaries Active in the Philippines and Services provided
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97. Given that there are few intermediaries who can help SEs raise capital, and given that
access to capital is among SEs’ main barriers to growth, this is one gap that must be addressed
going forward in order to build capital markets to support the different stages of SE growth.

Case Example
[IX: Customizing Acceleration to Achieve Growth and Capital Raise

In 2015 four early-stage SEs were selected for 11X’s Philippines-based Impact Accelerator™.
Impact Accelerator is an intensive acceleration program that targets early-stage SEs with high
potential for growth and scalability.

ANTHILL Fabric Gallery: A sustainable livelihoods SE launched in 2010 that employs
indigenous, rural and urban communities to transform traditional Filipino weaving into
contemporary wear and accessories.

Hiraya Technology Solutions: A pioneering water enterprise founded in 2014 that invented
Real-Time Adjusting Pump System (R-TAP), an advanced pressure management system to
help water service providers adjust water pressure across the network to match local demand
while reducing water waste.

Kapwa Greens: An agriculture SE launched in 2014 that is one of the first local companies to
sell herbal tea made from native plants in the Philippines. Kapwa Greens works with
underprivileged women to produce the tea.

Sidlakpinoy: A housing and infrastructure SE started in 1985 that uses silt, a freely available
raw material found in water bodies, to make bricks for construction using an innovative social
franchising model. Silt is more environmentally friendly and less expensive than the concrete
bricks that dominate the market.
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These enterprises received acceleration services delivered over a period of six to eight months,
which included tailored mentoring, training workshops and advisory services from IIX and
ASSIST (Asia Society for Social Improvement and Sustainable Transformation) as the local
Philippines partner. Finalists were also connected with [IX's expansive network of ecosystem
partners and global impact investors, which built the social entrepreneurship ecosystem in the
Philippines by improving the visibility of local SEs and facilitating investor engagement within
the space.

As a result, the four SEs were able to receive seed funding of USD50,000 each, which has
enabled them to grow to the next stage of institutionalizing their business and impact strategy
and operations.

Incubators

98. Incubators provide SEs with access to early-stage resources such as skills-building
workshops, co-working spaces, networks, and other mentoring services. Incubators are typically
cohort based and have a batch of 10 to 40 SEs in each cohort. Some examples of intermediaries
that run incubators are xChange, Villgro, and Impact Hub. They give SEs access to networks
through their co-working spaces, activities, and events. Government agencies like the Department
of Information, Communications, and Technology (DICT) work with incubators like Impact Hub to
encourage more start-ups in the ICT sector. Such efforts contribute to ensuring a pipeline of SEs
in the technology sector and address the viability of their ideas or innovations.

Accelerators

99. After the incubation phase, accelerators provide growth-stage SEs with customized
capacity building services including investment readiness services and tailored mentorship to
reach the next stage of growth. Accelerators can play a role in helping SEs to attract investment
capital. Aside from 11X, there are no known accelerator programs in the Philippines that have the
ultimate goal of helping SEs secure capital which is one of the reasons SEs continue facing issues
accessing investment capital. This issue will be explored in greater detail in Section 4.

Investment Platform

100. Atthe time of writing, there is no known impact investing platforms based in the Philippines.
Regionally, 11X runs the Impact Partners Platform, Asia’s largest equity crowdfunding platform.
Through this platform, 11X has provided capital raise assistance to Philippine SEs in sectors like
education, health, handicraft, agribusiness, and financial services.!'! Funds are also an important
component of improving access to capital for SEs, and this will be discussed in more detail in
Section 3.

101. The results of the survey showed that private sector, SE, and civil society respondents
overwhelmingly view investment platforms with grant assistance for technical assistance
(capacity building) as the best financial instrument suited to the sustainable growth of SEs.

111X, “lIX announces successful close of seed capital investment in Bagosphere, led by Small World Group
Incubator”, Sep. 2012. https://iixglobal.com/2012/09/iix-announces-successful-close-of-seed-capital-in-
bagosphere/ Accessed 21 Sep. 2018.
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Case Example
Bagosphere: Piloting new innovations for underemployed vulnerable youth

BagoSphere provides affordable short-term career-focused education programs to
underemployed vulnerable youth in the Philippines.

BagoSphere was started by a group of young Singaporeans who learned during a visit to the
Philippines that opportunities to earn above the minimum wage are often restricted to those
that study at better-known schools, which are prohibitively expensive for low-income rural
Filipino youth. They launched a pilot program in 2011 that provided 14 young adults with
rigorous training in business process outsourcing (BPO) and successfully placed 90% in
partner call centers.!!?

Following the successful pilot program, 11X worked with BagoSphere’s management team to
provide technical assistance to refine its business plan and financial model, while embedding
its impact targets in its performance management structures. Once they were prepared, 11X
introduced BagoSphere to its network of investors and referred BagoSphere to an international
law firm that provided pro bono legal advice to structure the deal and ensure the transaction
documents included measures to protect BagoSphere’s social mission. In 2012, 1IX’s Impact
Incubator partner came in as the lead investor, joined by other investors including members of
[IX’s Impact Partners platform, to successfully raise seed investment for BagoSphere.

Since then, BagoSphere has graduated over 1,300 students,!!® tracking a 98% program
completion rate,*** with 93% hired within 3 months of graduation despite a majority having little
to no work experience.!'® Having established in its early years a strong track record in delivering
both social and financial returns, it has enabled BagoSphere to go on to win international
awards, competition money, and raise further rounds of investments to open new training
centers and classrooms in new cities and expand their range of programs and employment
opportunities.

102. An evaluation of intermediary support to SEs shows a moderate level of support from
accelerators and incubators and moderate support in terms of capacity building. These could be
attributed to their stronger expertise on enterprise development and a better understanding of the
issues facing SEs. There is minimal support to SEs from the intermediaries in the area of impact
measurement as very few intermediaries possess the expertise to measure impact. In the area of
capital raise, SEs receive minimal direct support from intermediaries as few are able to help SEs
secure capital. This gap is a glaring problem for SEs who already face barriers accessing capital
from the public and private sector.

121X, “IX announces successful close of seed capital investment in Bagosphere, led by Small World Group
Incubator”.

113 “BagoSphere, Ateneo, InvestEd partner to train out-of-school youth”, BagoSphere, 31 Aug. 2018.
www.bagosphere.com/bagosphere-ateneo-invested-partner-to-train-out-of-school-youth/ Accessed 13 Oct. 2018.

114 Racoma, J.A., “Bagosphere thinks solution to effective education goes beyond tech”, e27, 9 Dec.
2016.www.e27.coltheres-no-app-for-that-for-this-learning-startup-the-solution-to-effective-education-goes-
beyond-apps-20161209/ Accessed 13 Oct. 2018.

115 “BagoSphere CEO joins international network of ‘social entrepreneurs’™, BagoSphere, 24 Feb. 2018.
http://www.bagosphere.com/bagosphere-ceo-joins-international-network-of-social-entrepreneurs/ Accessed 13
Oct. 2018.
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Figure 8: Indication of Intermediary Support to SEs
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Source: Impact Investment Exchange (Asia)

D. The Role of Civil Society and NGOs in Developing the SE Ecosystem

103. Civil society organizations in the Philippines are historically rooted in the Spanish period
with the rise of social welfare groups and organizations of agriculture workers resisting Spanish
rule.**® Through time, social activism grew during the reign of President Ferdinand Marcos. Later
on, advocacies evolved for various causes from poverty reduction to anti-corruption during the
succeeding government administrations.

104. In the current SE ecosystem, civil society actors such as non-profit groups, non-
government organizations (NGOs), and academia support SEs through technical assistance,
entrepreneurship programs, and research that also complement existing services of the
government - particularly for the disadvantaged sector. The rise of social entrepreneurship in the
Philippines was also partly due to civil society’s efforts to participate actively in addressing the
country’s economic inequalities. Some non-profit groups and NGOs work with SEs in remote or
conflict areas or indigenous groups to build the capacity of early stage SEs.

NGOs

105. In recent years, non-governmental organizations (NGOs) have formed themselves into a
network that engages in social entrepreneurship to fund their social mission. One such example
is the Philippine Social Enterprise Network (PhilSEN) supporting social entrepreneurship through
policy advocacy efforts, research, and policy studies, as well as capacity building. Phil[SEN, for
instance, contributed largely to the creation of the pending PRESENT bill in Congress and the
Senate. Likewise, the Institute for Social Entrepreneurship in Asia (ISEA) provides support
towards building the SE ecosystem through their research and education initiatives. Gawad
Kalinga, meanwhile, provides a platform to raise social entrepreneurs addressing poverty
alleviation.

106. Stakeholder interviews showed that non-profit groups such as Business Fair Trade
Consulting extend enterprise development, financial and mentoring to grassroots or community-
based SEs in remote areas. With this model, it can be said that civil society plays an important
role bridging gaps in the sector by bringing attention to areas beyond the purview of the
government, including sectors such as the landless agricultural workers.

116 ADB, Civil Society Briefs: Philippines, 2007.
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Academia

107. In the Philippines, universities and institutions such as Ateneo de Manila University, De
La Salle University, and Bayan Academy offer social entrepreneurship courses in their curriculum.
They contribute to the intellectual capital and human resources pipeline of the SE sector.
Stakeholder interviews showed that these institutions have stepped out of the confines of the
classroom to also provide students opportunities to gain first-hand experience working with SEs
or establish SEs themselves. The Ateneo, for example, has social entrepreneurship training
programs that help train professionals on social entrepreneurship through case studies and
business plans. De La Salle University, on the other hand, implements a program called Lasallian
Social Enterprise and Economic Development where they increase the university’s community
engagement by incubating SEs and integrating such engagement in their curriculum as case
studies.!’ It is worth noting that social entrepreneurship courses and programs in the Philippines
are currently confined to top tier private universities like Ateneo and De La Salle University.
Making these programs available outside of Manila and more accessible to the grassroots social
entrepreneurs can help build a more inclusive community.

Case Example
Bayan Academy: Rebooting entrepreneurship education

Since Filipino graduates tend to focus on high-paying corporate jobs, entrepreneurship has
been viewed as an alternative path for those with financial support and the drive to become
successfully self-employed. Academic institutions and training centers are changing
mainstream mindsets with courses and training programs on social entrepreneurship. Bayan
Academy is helping to catalyze entrepreneurship by embedding the concept into its curriculums
and the CSR work of its private sector partners.'!® They produce research and knowledge-
sharing materials for other SE players (e.g., Oikocredit International, Ateneo Graduate School
of Business, Peace & Equity Foundation, Pinoyme Foundation), provide entrepreneurship
training to foundations, and partner with schools, government, and NGOs.

Bayan Academy has also partnered JP Morgan to commission a grassroots level SE
management online course within their knowledge resource center. The course contains
blended learning on SE and MSME development.

108. An evaluation of civil society support for SEs shows that there is moderate support given
in the area of technical assistance, due to a higher awareness and understanding of local SE
needs. There are also key NGOs such as Phil[SEN, PinoyMe, and ISEA that advocate for SEs.
Overall there are only a handful of civil society organizations supporting SEs, as many
organizations are tied to the priorities of their funders and therefore focus on other issues. The
academia provides moderate support to SEs in their social entrepreneurship programs, however,
this needs to be extended beyond top schools in Manila. There is little support in terms of research
at the grassroots level. This is due to the finite number of institutions that do research in the
country, leaving it to international organizations such as GIIN, ADB, etc. to further the
understanding of SEs in the Philippines.

117 “|_asallian Social Enterprise and Economic Development”, De La Salle University, 2017.
www.dIsu.edu.ph/offices/ovplm/cosca/what-we-do/Isd/Iseed-program/ Accessed 13 Oct. 2018.
118 “Who We Are”, Bayan Academy, 2018. www.bayanacademy.org/about.php. Accessed 13 Oct. 2018.
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Figure 9: Indication of Civil Society Support to SEs
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E. Role of Social Enterprises in Social Service Delivery

109. Long before social entrepreneurship existed in the Philippines, early Filipinos traveling to
Europe in the 19th century were attracted to the success of the economic movement changing
the economic and social life of people in those countries. Dr. Jose Rizal brought this idea of
cooperation to build a school for the poor community when he was exiled in Dapitan, Zamboanga
del Norte. He built a cooperative store together with his students called La Sociedad de los
Abacaleros (Society of Abaca Producers) that operated for a year. He returned the members’
share capital without any loss.'*® As the drive to protect the agriculture interest in the Philippines
grew in the 19th century, the idea for the cooperative movement grew but challenges to promote
economic inequality in the country remained.

110. The Philippine economy is among the fastest growing economies in the region with a GDP
growth rate of above 6% for the past 5 years.'?® Whether this has trickled down to the poorest
sectors remains unknown, as poverty incidence is registered at 21.6% in 2015.12* The inclusion
of SEs in the PDP 2017-2022 is a sign that the government recognizes the role of SEs and social
entrepreneurship towards reducing economic inequalities.

111. As previously discussed, SEs fall into a broad spectrum of categories according to
different stakeholders. It is important that SEs generate social value as well as maintain the
financial discipline, innovation, and determination of a business.'?? As such, SEs should strive to
scale up their business to maximize the social value they deliver.

112. SEs in the Philippines may be found across an array of organizational types. The figure
below (table 2) describes five distinct types of SEs, their key needs, and examples of
organizations operating under each type.

119 “History”, Cooperative Development Authority, n.d., www.cda.gov.ph/transparency/overview/historical-
background Accessed 13 September 2018.

120 ADB, “Philippines: Economy”, 2018. www.adb.org/countries/philippines/economy Accessed 13 Oct. 2018.

121 Bersales, L.G.S., “Farmers, Fishermen and Children consistently posted the highest poverty incidence among
basic sectors”, PSA, 2017. https://psa.gov.ph/poverty-press-releases Accessed 13 Oct. 2018.

122 shahnaz, D. Lecture on Social Enterprise and Creating Social Value, Singapore: Lee Kuan Yew School of Public
Policy, National University of Singapore, 2010.
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Table 2: Common Types of Social Enterprises in the Philippines

enterprises serving
specific underserved
groups

specific poverty groups like
farmers, indigenous
communities, the urban poor
among others

sustainability,
market access

Type of SE'?3 Description Key Needs Examples
Cooperatives Includes associations of Financial Manuel Guianga and
agrarian reform beneficiaries, | sustainability, Sirib Growers,
savings or credit cooperatives | market access | Federation of Peoples’
in microfinance, Sustainable
microinsurance cooperatives Development
providing social protection Cooperative, Inc.
Fair trade A network of associations Access to Business Fair Trade,
organizations serving underserved groups capital, Southern Philippines
like women or youth marketing Fair Trade Corporation,
World Fair Trade
Organization-
Philippines
Microfinance focused | Includes NGOs and SEs that | Financial Negros Women for
institutions provide microfinance services | sustainability, Tomorrow, SEDPI
to underserved groups like access to
women or agrarian reform capital
beneficiaries
NGO-initiated earned | SEs created by NGOs Financial KatilingbanongPagban
income enterprises sustainability, gon Pagbarog
revenue Pamahandi sa
generation Mindanaw Foundation
Sector or area-based | Focuses on services for Financial Coffee for Peace, Filip

+ Inna, Anthill, Glovax

Small entrepreneur-
initiated enterprises
with a clear social
agenda

Includes micro enterprises
that service a marginalized
segment in society like
women, out of school youth

Financial
sustainability

Red Palm Ventures

Others (includes
intermediaries and
other financially
sustainable
organizations with a
social purpose)

Includes SEs, incubators,
accelerators providing
technical assistance,
mentoring, and capital raising
support

Clear
government
policies;
financial
sustainability

Villgro, Impact Hub, 11X

Source: Impact Investment Exchange (Asia)

123 Dacanay, L., Social Enterprise and the Poor: Transforming Wealth, Quezon City: Institute for Social
Entrepreneurship in Asia, 2013.
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113.
that social entrepreneurs arise out of a range of different backgrounds:

In addition to the diversity of SE types in the Philippines, stakeholder interviews also reveal

As part of the Filipino diaspora who either studied or worked abroad and chose to apply
their new ideas through an SE. Some of them have strong networks, are highly visible to
stakeholders, located in urban areas, and with ample financial resources (e.g., Earth
Kitchen, Auro Chocolates, Human Nature).

As graduates of universities offering social entrepreneurship or related courses; Ateneo is
a large source of social entrepreneurs, whose graduates have given rise to SEs such as
Hapinoy and Palamigan Co.

As an individual establishing a home-grown enterprise. Such SEs are often from outside
Manila and are not visible to stakeholders because of their geographical locations, have
limited financial readiness and exposure to networks and markets. They are typically
smaller and more grassroots, including cooperatives and SEs in conflict areas.

Women and MSMEs in the Philippines

114.
ranked 9" globally in terms of conduciveness of conditions for the development of female
entrepreneurs.'?* The Philippines can continue strengthening their leadership in this area by
addressing several gender specific challenges that women face:

According to the MasterCard Index of Women Entrepreneurs 2018, the Philippines is

Limited access to capital and credit, to a greater extent than men. This is due to the fact
that women lack the collateral required for loans because legal restrictions dictate that the
husband is the legal owner of the marital property and controls its use.'®

Difficulty in sustaining and scaling up businesses, especially due to family
responsibilities.1?®

Lack of technical capacity to scale up and enter global markets.?” This is because women
entrepreneurs, especially those who work in the informal economy, tend to have less
access to information on how to scale up their businesses and how to meet global
standards.'?®

Lack of organized women’s groups and coalitions that advocate for women’s issues,
especially for women entrepreneurs in the informal economy.?®

Lack of access to health and socio-legal protection (especially in times of illness, natural
disaster, disability, maternity leave, etc.).*®

124

125

126

127
128
129
130

“PHL 9™ best economy for female entrepreneurs”, BusinessWorld, 9 Mar. 2018, www.bworldonline.com/phl-9th-
best-economy-female-entrepreneurs/ Accessed 22 Oct. 2018.

“The Philippines: Closing the credit gap for women entrepreneurs”, White & Case LLP, 29 Nov. 2017
www.whitecase.com/publications/article/philippines-closing-credit-gap-women-entrepreneurs. Accessed 22 Oct.
2018.

L. Lazo, “Challenges in the economic participation of women as entrepreneurs”, PIDS Policy Note, No.3, Feb.
2015, p.3.

Lazo, p.4.

Lazo, p.3-4.

Lazo, pp.4-5.

Lazo, p.5.
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115. In view of the range of challenges facing women entrepreneurs, it is important to ensure
that solutions to strengthening social entrepreneurship in the Philippines also integrate a gender-
lens approach.

Case Example
SEDPI: Building the Filipino farmers’ confidence to change their lives

Farmers belonging to the poorest sector in the Philippines and accessing loans for their
operations often face an uphill climb with commercial banks due to stringent requirements. A
private microfinance capacity-building organization SEs Development Partnerships, Inc.
(SEDPI) has been helping farmers in agrarian reform communities build their confidence to
change their life through microfinance technical assistance.

SEDPI has formed a social investor platform where anyone can invest a minimum of PHP5,000
(USD93) to as much as over PHP500,000 (USD9,320) and earn 3%-6% dividends from it.
Proceeds from these sales are invested by SEDPI to microfinance institutions and SEs.3!
Instead of loans from commercial banks, SEDPI acts as an intermediary for farmers through
this platform. They also trained more than 200 farmers from 40 agrarian reform beneficiary
organizations on social entrepreneurship under a training program with the Department of
Agrarian Reform (DAR). SEDPI's network with other SEs and academia like the Ateneo de
Manila University also add to the value of their technical assistance to farmers.!3?

While enabling Filipino farmers to take charge of their lives requires long-term public
investments, SEDPI’'s support in giving farmers access to a funding instrument and SE network
is bringing about positive changes in the farmers’ lives.

F. Multi Stakeholder Collaboration

116. The SE ecosystem is a collaborative effort between all of the players. There are points of
interaction between each group that can be harnessed strategically around key solutions so that
SEs can achieve greater scale and impact. Notable areas of collaboration, which are described
in further detail below, include (i) public-private partnerships; (i) community building; (iii)
donor/grant funding; and (iv) CSR (discussed previously in this section). Collectively, all of the
players have immense influence over the SE ecosystem, and their collaborations contribute to a
more vibrant support system.

G. Public-Private Partnership

117. A reference to the framework in Figure 3 shows that when the public and private sector
collaborate, social entrepreneurship can be further harnessed to realize the common good. Given
the resources of the public sector and the private sector, investments can be directed into SEs,
so they will become sustainable. The government can align certain incentives or programs to
specifically support SEs, and the private sector can provide other necessary interventions
(financing, skills transfer, market access, value chain development) to grow these enterprises. An

131 “Socially Responsible Investments”, SEDPI, n.d. www.sedpi.com/en/socially-responsible-investments/ Accessed
13 Oct. 2018.

132 SEDPI, “Social Entrepreneurship: An innovative, scalable, and sustainable pathway to poverty reduction in
agrarian reform areas”, 7 May 2015.
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example of this would be the partnership of the Department of Trade and Industry (DTI) with the
private sector to support displaced entrepreneurs in the aftermath of the Marawi conflict.

118. Results from the survey show that the private sector views government involvement as
key to the growth of SEs. Private sector respondents believed that a guarantee from the
government for investments in SEs was among the top three financial instruments best suited for
SE growth. Meanwhile, 26% of respondents believed financial incentives (subsidies, matching
grants, tax breaks) were needed to stimulate greater private sector investments. These results
demonstrate that solutions that strengthen public-private partnerships will be key in order to
leverage greater capital and ecosystem resources for SEs.

H. Community Building

119. Existing partnership models exist between the private sector and civil society in the
Philippines. This is shown in the work of certain corporate foundations with non-profit groups and
academia, where they combine their expertise and resources to support SEs. For example,
several corporate foundations are working with training institutions to provide mentoring to SEs
that the foundations support. To build on this and push beyond what exists, incentives are needed
for corporate foundations to become more actively involved in the sector. The existing efforts
currently address limited needs affecting SEs (e.g., seed capital, mentoring), and does not align
with their most urgent challenges across different stages of growth.

l. Donor and Grant Funding

120. In the framework depicted in Figure 3, another point of collaboration exists for the public
sector and civil society to strengthen social entrepreneurship through grants and other forms of
funding. Capital is particularly essential for early stage SEs to ensure their sustainability. Grants
are currently made available through start-up competitions by some players in the public sector.
Donors also provide grants to traditional development sectors, but this type of funding has been
depleting - from USD230 million in 2015 to USD94 million in 2016.'* Donor funding will be
discussed in more detail in Section 3.

121. Despite the decline in ODA, donors are actively supporting the achievement of SDGs*3*
and gender lens investing (GLI) in the Philippines and Southeast Asia. Donors, such as Investing
in Women, Sasakawa Peace Foundation and OPIC, have set up impact funds with a GLI focus in
2016 and 2017.1%

122. The current landscape of public, private, and civil society actors in the Philippines,
including their forms of collaboration, reveals significant gaps in providing support for specific SE
needs. These gaps manifest within each sector, such as the lack of public sector support for
dedicated legal, tax, and funding mechanisms for mission-driven SEs; the lack of private sector
support in deploying capital, skills and knowledge transfer, and market access; the dearth of
intermediaries assisting SEs with capital raise - their biggest barrier to growth; and the limited
number of civil society organizations promoting SEs. Furthermore, even with a relatively
developed ecosystem of players in the Philippines, the majority of SEs remain small in size and
impact. Not only do points of collaboration need to align, increase and strengthen, but new
mechanisms are needed to catalyze the growth of SEs.

133 “ODA Portfolio Review Report 2016”, NEDA, 2017, p.26.

134 Antonio, E. S. and Institute for Global Environmental Strategies (e.d.). “Starting Strong on the SDGs in Asia:
Readiness in the Philippines”, Institute for Global Environmental Strategies, 2016, p.19.

135 GIIN and Intellecap, p.160.
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. FINANCING SOCIAL SERVICE DELIVERY
A. Overview

123. Financing for social services delivery can be better understood in terms of supply and
demand of capital. Supply of capital is mobilized through diverse sources which will be covered
in detail in this section. It can broadly be divided into public sector funding through the Philippine
government and donor countries, and private sector funding through foundations, financial
institutions, microfinance institutions, corporations, crowdfunding, and impact investors. These
stakeholders work to improve the availability, accessibility, and affordability of capital. While the
supply of impact capital has recently grown significantly,*® there remains an inadequate demand
for capital at the preferred ticket sizes of global and regional investors,® resulting in a gap
between supply and demand.

124. This section lays out the current state of financing social service delivery in the Philippines,
with a specific focus on funding for SEs. A deeper understanding of the current state of financing
is essential for identifying existing funding gaps, challenges and opportunities, so as to inform
relevant and effective recommendations for the further development of the SE ecosystem.

125. MSMEs in the Philippines, of which SEs constitute a subset, continue to face a funding
gap of USD2billion, and an average credit value gap of USD59,000 per enterprise.'*® Financing
for SEs draws from different sources based on their growth stages. Seed-stage SEs tend to be
reliant on donations and grant funding, while early-stage and growth-stage SEs can access capital
from financial institutions, microfinance institutions, and impact investors. Most SEs are too small
in size to graduate from a reliance on donations and grant funding to accessing debt and equity
financing. Hence, there is a limited pipeline of investment-ready and credit-worthy enterprises to
leverage the available capital,’*® and this explains the limited demand for capital at large ticket
sizes, despite the diverse sources of supply of investment capital. This signals an urgent need to
allocate resources to prepare investment-ready SEs. Within the public sector, SEs benefit from
funding and programs for regular businesses and MSMESs from various government agencies. As
the ongoing decline in ODA is likely to continue, it is important to develop sustainable financing
mechanisms through innovative and blended finance. In the private sector, SEs do benefit from
loans from financial institutions and impact investments. However, due to low risk appetite, there
remains a gap in financing for seed- and early-stage SEs.

B. Role of the Public Sector in Financing Social Service Delivery
The Government of the Philippines

126. Currently, the Philippine government budget is the main source of financing for social
service delivery, with 37.8% of the PHP3.767 trillion (USD74.79 billion) national budget dedicated
for 2018.1%° This is largely focused on education (the highest priority sector accounting for 17.8%
of the total budget) and healthcare (accounting for 4.46%). The 2018 budget represents a 12.4%
increase from the 2017 budget. The steady year-on-year increase in the budget (and along with
it, an increase in financing for social service delivery) can be attributed to rapid economic growth.
It is also important to note that transparent and prudent governance, where applicable, has been

136 GIIN and Intellecap, p.142.

137 GIIN and Intellecap, p.163.

138 The ASEAN Secretariat. “Facilitating Equity Crowdfunding in the ASEAN Region.” ASEAN, 2017, p.15.
139 GIIN and Intellecap, p.163.

140 “2018 National Budget’, Department of Budget and Management, 2018.
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significant in optimizing social returns since it frees up resources previously lost to bureaucratic
inefficiencies and budget leaks.'#!

127. There has been a concerted effort to align government funding under the PDP 2017-2022
to achieve the SDGs by NEDA. This can be seen in figure 10 below, which highlights the SDGs
relevant to the different components of the plan.

Figure 10: NEDA - Embedding the SDGs in Development Plans

Embedding the SDGs in development plans M, W Doty Aoy
The Philippine Development Plan and the 2030 Agenda

FILIPINOS ENJOY STRONG BONDS WITH FAMILY AND FRIENDS, A
COMFORTABLE LIFESTYLE AND SECURE FUTURE

TO LAY COWN THE FOUNDATION FOR INCLUSIVE GRIWTHM, A HIGH-TIUIST AND AESILENT
SOOETY, AND A

Source: National Economic and Development Authority (NEDA). 2017. Philippine Development Plan 2017-2022.
Manila.

128. Accompanying the PDP 2017-2022 is the Public Investment Program (PIP) 2017-2022,
which serves as a guide to the programming and budgeting of priority programs and projects to
achieve PDP goals. It is similarly geared towards the long-term vision of the 2030 Agenda for
Sustainable Development and Ambisyon Natin 2040. Most of these projects are region-specific,
and the government sees them as a means of stimulating infrastructural development and
economic growth in less developed regions. Hence, the national average of PIP investment to
gross regional domestic product (GRDP) ratio is 6.28, with the Autonomous Region of Muslim
Mindanao (ARMM) having the highest ratio at 17.51%.142

Public Sector Funding for MSMEs
129. Public sector funding for SEs must be discussed in terms of what is available for MSMEs,

as the majority of SEs fall within the category of MSMEs. Hence, funding for MSMEs may directly
or indirectly impact SEs. Table 3 reflects the MSME budgets for various government agencies.

141 Antonio and Institute for Global Environmental Strategies, p.18.
142 “Neda: Investments equitably distributed across regions” SunStar Cebu, 26 Jul. 2018.
www.sunstar.com.ph/article/1754853 Accessed 10 Oct. 2018.
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Table 3: Budget for MSME-related Programs of Various Government Agencies

Government Agency Funding Amount Projects

DTI PHP4.8 billion MSME programs and projects

R&D, market development, credit support
DA PHP46 billion services, construction and rehabilitation of
farm to market roads

DSWD PHP78.3 billion Sustainable Livelihood Program

Small enterprise technology upgrade
program

DOST PHP815 million

Source: Department of Budget and Management. 2017. People’s Budget 2017. Manila.

Case Example
DTI: Programs for MSMEs

Delving deeper into the work of DTI - the government agency which prioritizes support to
MSMEs - Figure 11 details the specific allocation for MSME programs and projects under the
DTI budget.'*® The DTI has allocated PHP1 billion (USD18.6million) for its MSME loan
programs for small microfinance institutions and cooperatives, and MSMEs. A significant
microfinance program managed by DTI is the P1 billion Pondo sa Pagbabago at Pag-asenso
(P3) (loosely translated as Fund for Change and Development) program, which provides
microenterprises in the 30 poorest regions with affordable loans. It prioritizes microenterprises
that are experiencing difficulty in obtaining loans. About PHP530 million (USD9.89million) has
been allocated for Negosyo Centers, a program that aims to mentor MSMESs, while PHP211
million (USD3.9million) has been allocated for their industry development (bamboo) and
product promotions program. Under the DTI budget, an amount of PHP70 million
(USD1.3million) had been allocated to a Shared Services Facilities Program that provides
machines and equipment for MSMEs

Figure 11: Specific Allocations for MSME Programs and Projects under the DTI Budget
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Source: Department of Budget and Management. 2017. People’s Budget 2017. p.23. Manila.

143 Department of Budget and Management, People’s Budget 2017, p.23.
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DTI's Gender and Development Program (GAD) follows closely the Magna Carta of Women
(Republic Act 9710) passed in 2009, which provides specific interventions by DTl on women’s
economic empowerment. DTl programs that focus on women’s participation and benefits in
livelihood and entrepreneurial activities are focused on: (i) mainstreaming GAD in development
plans; (ii) sustaining women in business; (iii) capacitating women in entrepreneurship; and (iv)
providing greater and better access to business finance.'#4

130. Other than government-funded MSME programs, the DTI is also implementing the Rural
Micro-Enterprise Promotion Program (RUMEPP). This program, funded by the International Fund
for Agriculture Development (IFAD), provides technical and financial assistance to MSMEs in 19
provinces that belong to the Philippines’ poorest regions.4®

Case Example
DSWD: Sustainable Livelihood Program (SLP)

Since 2011, the SLP has significantly provided opportunities for income-generating activities or
livelihood development, with the aim of reducing poverty and inequality by generating
employment among poor households and moving highly vulnerable households into
sustainable livelihoods and toward economic stability. In 2017 the SLP budget was PHP9.1
billion (USD182 million). The SLP has a micro-enterprise development track, which provides
participants with access to funds and training to set up micro-enterprises. The Skills Training
Fund enables them to equip themselves with technical and vocational skills for
entrepreneurship, whereas the Seed Capital Fund provides them with working capital.
Participants are expected to repay the funds at a later stage. The Cash for Building Livelihood
Assets modality can finance participants for their labor for 11 days to 3 months of work in
building assets for their micro-enterprises.'*® While most SLP participants experience tangible
benefits and an increased standard of living, the benefits tend to be concentrated among a
small group, and delays in project review and approval led to dropouts among potential
beneficiaries.'*’

131. In terms of indirect financing through banks and microfinance institutions, the Philippine
government has introduced regulations and funding to improve financial support for MSMEs. It
has mandated that banks have to allocate a minimum amount of 8% of their credit to MSMEs.
Government Financing Institutions (GFIs) such as the People’s Credit and Finance Corporation
(PCFC) and Land Bank of the Philippines (LBP) also provide loans to accredited Microfinance
Institution partners, who in turn loan to MSMEs with the aim of increasing incomes for the poor.
The GFls also manage the Access of Small Entrepreneurs to Sound Lending Opportunities
(ASENSO) Program, which improves MSMESs’ access to short and long-term funds by simplifying

144 DT, “Gender and Development”.

145 DTI, “A Brief Profile of the Rural Micro-Enterprise Promotion Program (RUMEPP)”, DTI, 2017 www.apraca.org/wp-
content/uploads/2017/06/11-13-okpaper-forum-rumepp-profile.pdf Accessed 10 Oct. 2018.

146 Acosta, P.A. and Avalos, J., “The Philippines Sustainable Livelihood Program: Providing and expanding access to
employment and livelihood opportunities”, World Bank, 2018, pp.2-3.

147 Ballesteros, Orbeta, Corpus, and Ancheta, p.2.
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and standardizing the lending procedures.*® Another GFI, the Development Bank of the
Philippines (DBP), has also improved credit access and provided technical assistance for MSMEs
through its Sustainable Enterprises for Economic Development (SEED) program.4® Despite the
increasing allocations, there are still gaps in government funding, due to inconsistencies in the
oversight program, output indicators, and the institutional weakness of the project approval
process.’® This opens up opportunities for stakeholders outside the public sector to cover these
gaps. Furthermore, based on interviews with senior public servants, the government actively
promotes a multi-sector collaborative approach for augmenting existing government funding for
social services delivery. It encourages the private sector to contribute in the form of OFW
remittances and innovative financing.

Public Sector Funding for Gender Equality

132. 54% of new businesses in the Philippines were registered by women in 2017, marking a
5.29% increase from 2008.'°! Given the active participation of a large number of women as
entrepreneurs, combined with the need to counter recent negative trends in gender equality
discussed in Section 1, MSMEs have the potential to address issues of unemployment and
underemployment disproportionately facing women by providing them with leadership and
employment opportunities. Gender-focused public sector financing for MSMEs constitutes a
useful strategy to achieve this. Currently, the 2017 General Appropriations Act (GAA) stipulates
that Philippine government agencies are required to formulate a Gender and Development (GAD)
plan meant to address gender issues within their concerned sectors or mandate under the Magna
Carta of Women (R.A. No 9710). The GAD plan should be integrated into their regular activities,
and its cost should be at least 5% of their yearly budget.*5?

133. A 2010 study found that although the GAD Budget Policy had been in place for a decade,
national government departments and agencies faced challenges in monitoring its
implementation.®® There were also difficulties in distinguishing the GAD budget from the agencies
regular budgets, given that the GAD activities were meant to be embedded in regular activities of
the agency.™ Due to these issues, it is estimated that less than three-fifths of the gender budget
has actually been utilized.*®® These challenges in monitoring and implementing gender-focused
programs may play a role in the recent negative trends in gender equality discussed in Section 1.
By embedding a gender-lens in the analysis of how to strengthen the SE ecosystem in the
Philippines, the government has the opportunity to better track and implement programs to
advance gender equality.

148 Republic of the Philippines Social Security System, “Access of Small Enterprises to Sound Lending Opportunities
(ASENSO)”, Social Security System, n.d.
www.sss.gov.ph/sss/appmanager/pages.jsp?page=asenso Accessed 10 Oct. 2018
149 DBP, “Sustainable Enterprises for Economic Development (SEED)”, DBP, n.d.
https://www.devbnkphl.com/devbanking.php?cat=374$8fdfedd9f3f15681563de26564d78b58 Accessed 9 Nov.
2018.
150 patalinghug, Epictetus E., “Assessment of Planning and Programming for Capital Projects at the National and
Agency Levels”, PIDS, 2017.
151 DTI, “Gender and Development”, DTI, n.d. https://www.dti.gov.ph/gad Accessed 9 Nov. 2018.
152 Delgado, M.K.V., “Gender-Responsive Planning and Budgeting at the National Level: The Philippine
Experience”, Philippine Commission on Women, Office of the President, n.d.
153 llo, J.F.l. et. Al., Accounting for Gender Results: A Review of the Philippine GAD Budget Policy, Quezon City:
Miriam College, 2010, p.198.
154 llo et. Al.. p.203.

155 |llo et. Al.. p.203.
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Donor Countries and Official Development Assistance (ODA)

134. ODA for the Philippines has been a major, albeit declining, source of finance for social
service delivery in terms of concessional loans and grants. In the past, ODA funding had provided
budgetary support to the Philippine government, but it has since declined in importance with the
growth in the economy and the budget. Historically, ODA funding played an important role in
helping the country progress towards the Millennium Development Goals by 2015 and has been
playing a similarly significant role in achieving the SDGs.**® It is closely linked to the development
goals detailed in the PDP 2017-2022.

135. There are several known international agencies which have programs supporting SEs in
the Philippines. For instance, the Korean Overseas International Cooperation Agency (KOICA) is
supporting Philippine SEs via two programs:

a. Creative Technology Solution (CTS): CTS launches a call for innovative ideas and
technologies from entrepreneurs and start-ups, and finally applies them to various
development challenges. It takes a new spin on ODA, given that conventional methods
have failed to provide effective solutions.®’

b. Innovative Partnership Program (IPS): KOICA is partnering with 11X to provide investment
readiness and capital raise services for growth- stage enterprises in South and Southeast
Asia with the Philippines as one of the priority countries. The 5-year program initiated in
2018 and will cover all development sectors with a focus on agriculture and energy and
target impact for all 17 SDGs. This aligns with Korea’s Country Partnership Strategy for
the Philippines, which aims to help the Philippines achieve the AmbisyonNatin 2014 vision
by focusing on rural development, access to quality healthcare and drinking water,
expansion of transport infrastructure and stronger disaster prevention.58

136. Meanwhile, the European Union’s country roadmap for engagement with civil society in
the Philippines 2018-2020 points to SEs and social entrepreneurship as priority areas.

137. However, ODA has sometimes been ineffective due to the lack of a common approach
across donor countries’ policies in the Philippines, and the absence of any serious regulation of
policies from the international community. As such, ODA is sometimes tied to the donor country’s
domestic corporations and aid agencies which are financed to deliver the required outcomes.*°
As a result, ODA tends to support the interests of these domestic entities more than the
development goals.

138. Furthermore, ODA has been decreasing, and this trend is set to continue. From 2010-
2016, the Philippines received an average of USD313 million, a drop from the average of USD594
million in the 1970s.1%° This trend is typical of countries attaining and progressing through middle-

156 Antonio and IGES, p.19.

157 KOICA Philippine Office. “Development Innovation Program (DIP)”, KOICA Philippine Office, 2018.
http://koicaphilippines.org/our-works/development-innovation-program-dip/ Accessed 30 Sep. 2018.

158 The Government of the Republic of Korea, “The Republic of Korea’s Country Partnership Strategy for the
Republic of the Philippines, 2016-2020”, Mar. 2017. http://koicaphilippines.org/wp-
content/uploads/2017/07/Koreas-CPS-for-Philippines-2016-2020.pdf Accessed 9 Nov. 2018.

159 Jones, A.M, “Aid trends in a middle-income country: The Philippine case”, The Reality of Aid, 2013, p.96.

160 QECD, “Development Aid at a Glance: Asia”, OECD, 2018.
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income status?®! (defined by the World Bank as countries with GNI per capita between USD1,006
and USD12,235).12 With a GNI per capita of USD3,660 in 2017,the Philippines is set to graduate
from low-middle income status (GNI per capita of USD996 to USD3,895) to high-middle income
status (minimum GNI per capita of USD3,895) by 2019.1%® This is likely to result in further
reductions in ODA and other aid funding. Therefore, there is a growing need to build sustainable
forms of financing for social services and development, including exploring innovative and
blended finance structures.

139. Funding for issues of gender equality in the Philippines partly draws from ODA such as
the Australian government’s Partnerships for Peace Program, which supplies USD12 million over
the course of four years to support long-term stability, development and inclusive participation,
with a focus on women.%* The Canadian government also provided USD7.65 million in support
to the Philippine Commission on Women, aimed at supporting Women’s Economic
Empowerment.1®®

Multilateral Development Banks (MDBS)

140. MDBs such as the World Bank (WB), International Finance Corporation (IFC) and ADB
are among the leading sources of ODA in the Philippines. They provide loans (at low or no interest)
or grants, for projects in infrastructure, energy, education and other development-related sectors
to meet development goals. In 2014, WB and ADB were among the top three biggest sources of
loans to the Philippines (alongside Japan), accounting for 39.8% (USD3.19 billion) and 20%
(UsSD2.23 billion) of loans respectively. They often work with the Philippine government in specific
programs. For instance, ADB and the WB are partners in supporting the aforementioned
conditional cash-transfer program (Pantawid Pamilyang Pilipino Program or 4Ps) under DSWD.
One of the main thrusts of the 2018-2023 ADB country partnership strategy with the Philippines
(its host country) is to increase social investments, to help realize the AmBisyon Natin 2040 vision
and PDP 2017-2022. Most recently, at the Global Infrastructure Forum in October 2018 in Bali,
leading MDBs including the World Bank, ADB, IFC, reaffirmed their commitment to mobilize
sustainable finance at scale, in order to meet the SDGs. Focal points of the discussion include
innovative climate finance.°®

141. Notably, much of the MDBs’ capital in the Philippines have gone into investments that
inherently benefit women and girls by providing them access to finance through MFIs, even in
cases where MDBs do not have an overt mandate to bring positive gender impact.2¢’
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Foreign Direct Investment (FDI) policy

142. The Board of Investment’s recent relaxation of FDI rules led to an increase in capital into
the country but failed to significantly stimulate impact investments due to a limited pipeline of
investable enterprises. These changes include tax holidays, tax credits for investment in specific
classes of products including raw materials and semi-manufactured products.'®® Based on the
Foreign Investment Act of 1991 (R.A. 7042, 1991, amended by R.A. 8179, 1996), investments
from abroad have been liberalized. There can be 100% foreign ownership of equity except for
sectors specified on the Foreign Investment Negative List. The liberal FDI policy should have
helped to draw in private sector capital for investment into SEs but failed to do so due to limited
investable opportunities. FDI policy is an example of public policy affecting private investment and
highlights the role of the private sector in mobilizing the supply of capital.

C. Role of the Private Sector in Financing Social Service Delivery

143. Private sector financing for SEs and social services come in a variety of forms, ranging
from more traditional means like foundations and financial institutions (banks), to more recent
phenomena such as corporate-based cooperatives and overseas foreign workers’ remittances to
the latest and most innovative methods such as crowdfunding and impact investing. The types of
capital deployed vary from equity to debt and include more innovative financing structures such
as the Women’s Livelihood Bond and insurance products to develop disaster resilience.

Foundations

144. Many charitable foundations in the Philippines offer grants for SEs. This is especially
important for SEs at the seed stage, who become reliant on these grants to fund their operations.
Yet this becomes a drawback as it means that these SEs see grants as their primary capital
source and are less inclined to raise capital from mainstream and impact investors.®® For
example, the Foundation for a Sustainable Society (FSSI) operates an SE fund, which provides
financial products and capacity-building assistance to new SEs. FSSI is a joint owner of Coco
Technologies, an enterprise that manufactures coconut fibre products sold in international
markets.1°

Financial institutions

145. Tailored financing schemes for MSMEs are offered by some banks to improve their access
to finance. For instance, the BPI Family Ka-Negosyo Loan managed by the Bank of the Philippine
Islands (BPI) provides new businesses with flexible payment terms for loans, and also business
support in launching operations and expanding in the market.1’* Another example is the Credit
Surety Fund program by Bangko Sentral ng Pilipinas, which pools together funds from different
stakeholders to serve as security for MSME loans, in order to help MSMEs experiencing difficulty
in meeting the collateral requirements for loans.'’? For instance, according to expert interviews,

168 GIIN and Intellecap, pp.137-8.

169 GIIN and Intellecap, p.163.
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despite government regulations specifying a minimum credit requirement to be loaned to MSMEs,
some banks do not adhere to them because there is a lack of investable enterprises. The banks
would rather pay the minimal fine involved than to take the risk of making the loans to small
enterprises with high default rates. This indicates a need for broader financial education for the
MSMEs and additional efforts to get larger groups of SEs investment ready. Furthermore, bank
loans are limited in financing MSMESs, given that only 34.5% of Filipinos aged 15 years and above
owned a formal bank account in 2017.17 This is due to the high costs of banking, lack of
documentary evidence, low financial literacy and limited banking networks in poorer provinces.

Corporate-based Cooperatives

146. Some corporates provide support for social service delivery through corporate-based
cooperatives. For example, Ayala Cooperative, which consists of ~35k members or 80% of Ayala
Group’s employees - from top management to secretaries and bus drivers - provides working
capital to farming communities as they supply produce to Ayala affiliated hotels. The Ayala
Cooperative pays the farmers for the produce at the time of purchase and then recovers the
amount from the hotels at a later time. As an independent party from Ayala Group, they also help
the farmers negotiate better prices for their produce.

Overseas Foreign Worker Remittances

147. With a long history of overseas migrants remitting money home, and a growing
phenomenon of “Filipino diaspora philanthropy” (coined by the former president of Ayala
Foundation, V.P. Garchitorena),* OFW remittances have become an important source of
financing for social service delivery. In 2017 the Philippines was the world’s 3rd largest recipient
of remittances from overseas Filipinos, with an annual remittance flow of $33 billion!"™ that
accounts for 10% of the country’s GDP.1® Since the early 2000s, remittances have outperformed
ODA in size. Remittances contribute to social services directly and indirectly, via immediate
financial support for poor family members back home to achieve a higher standard of living, and
via donations and impact investments. In 2009, economist Ernesto Pernia estimates that as many
as 2-3 million poor Filipinos had risen above the poverty line thanks to remittances.'’’ Filipino
diaspora philanthropy is channeled through diaspora associations, Philippine local government
units (in areas with many emigrants), corporate foundations and NGOs.1"® A significant example
is the Lingkod sa Kapwa Pilipino program run by the Philippine government since 1989 that
provides a mechanism for the transfer of resources from overseas Filipinos to high-impact
projects addressing the country’s development needs. For instance, in the aftermath of Typhoon
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Yolanda (2013), around P1.9b (USD44million) cash and in-kind donations were mobilized by
overseas Filipinos for relief and rehabilitation efforts.1’®

Microfinance Institutions (MFIs)

148. MFIs’ loans provide financing to MSMEs (including SEs) that do not qualify for traditional
bank loans and has been especially important for reaching the unbanked and low-income
populations in the Philippines. There are about 2,000 NGO MFI lenders and 200 banks with
microfinance services.'® Many cooperatives also offer small loan products, which are sometimes
classified under microfinance. According to the Microfinance Council of the Philippines Inc.
(MCPI), in 2015 microfinance non-governmental organizations (MNGOs) had 3 million active
borrowers, while banks had 1.2 million active borrowers and cooperatives had 2.5 million
borrowers.8!

Crowdfunding platforms

149. Anincreasingly popular means of raising capital for MSMEs is crowdfunding. This includes
more traditional forms such as donations-based (where the crowdfunder donates without
expectation of a reward) and rewards-based (where the crowdfunder donates with the expectation
of a reward in the form of a product/ service from the borrower). There are also more innovative
forms like equity crowdfunding and peer to peer lending. According to UNDP, the Philippines was
one of the top three countries with the highest amount of crowdfunding raised in 2015.8 Equity
crowdfunding is a means of raising capital for MSMESs by offering equity to investors. It increases
access to finance for MSMEs as it allows them to circumvent the extensive disclosure, registration,
and reporting required of conventional investments. For instance, 11X Impact Partners, one of the
world’s largest crowdfunding platforms for impact investing, has raised capital for two Philippine
SEs, Bagosphere and Glovax Biotech. Peer to peer lending, similar to microfinance, involves the
matching of borrowers with lenders for loans to be used by MSMEs as capital. The Philippine
Securities and Exchange Commission’s introduction of regulations on online crowdfunding in
December 2017 represents an acknowledgment of the growth of this movement as a positive step
forward, as it improves security for the lenders, borrowers, and intermediaries. While these are
recent developments, they have the potential to significantly alter financing for SEs.

Impact Investors and Intermediaries

150. The mostinnovative means of financing social service delivery in the Philippines is through
investing in social enterprises by impact investors. The majority of private impact investors are
international with only a handful of them with local offices in the Philippines. In terms of the amount
of capital deployed, the Philippines ranks second in ASEAN, behind Indonesia. Between 2007
and 2017 there has only been USD107 million of investment capital (including debt capital and
equity investments) deployed by impact investors in the Philippines, primarily by international
investors.® Before 2007 the investment tended to be debt capital for microfinance institutions
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(which in turn lend to MSMES). Over time this has diversified into different sectors, increased in
terms of deal size, and included equity investments in addition to debt capital. Although there
were more debt deals in this time period, the amount of equity deployed was over three times the
amount of debt deployed due to the bigger deal sizes. The deals were driven by 23 private impact
investors across 54 deals with an average deal size of USD1.9 million.*®* Although there has been
some uptick in impact investment activity in recent years, there remain significant gaps in deal
flow below USD500k. This can be attributed to limited investor risk appetite and the pipeline of
investable deals.®® Across the sectors, clean energy and financial services have seen the
greatest number of deals and the largest share of impact capital, while workforce development
and agriculture are becoming increasingly important.8®

151. Inrecentyears, there have been many external organizations such as International NGOs
and philanthropic networks joining the impact investing movement. While greater awareness and
participation by entities unfamiliar with the sector could be positive for the impact investing
ecosystem, there should be prudence exercised. Transparency of deals, capital, and impact
generated should be reported according to rigorous standards, yet such inexperienced players
lack the capabilities to do so. One potential risk of having too many new but inexperienced
entrants into the impact investing space may be a dilution, inflation, and even manipulation of
actual impact outcomes generated. It will be challenging for these players to provide the proper
due diligence and investment readiness to enterprises without the extensive technical expertise
and on the ground experience with enterprises. The dilution of impact investing due to these larger
unexperienced players could result in a detrimental and irreversible loss of accountability and faith
in the space as a whole, pushing investors away from impact investing in general, and leaving
SEs without the capital to grow.

152. Many investments have been made in women-owned or women-led businesses without
an overt intent to bridge gender gaps. Hence, many impact investors who do not see themselves
as GLlIs report positive gender-related impact in their investments, such as LGT Impact
Ventures.'®” However, the average ticket size of a Private Impact Investor (PIl) investment into a
male-owned or led enterprise in the Philippines is significantly higher than that into a female-
owned or led enterprise.'® There is thus the potential for more gender lens investing activity, to
further promote gender equality.

Innovative Finance - IX Women’s Livelihood Bond

153. An example of SEs benefiting from innovative and blended finance is the [IX Women’s
Livelihood Bond 1, which unlocked USD8 million in private sector capital for three SEs in
Southeast Asia, including a Philippine MFI, Negros Women for Tomorrow. The bond impacted
385,000 women across the region and offered a coupon of ~5.65% over a 4-year tenor. It is the
world’s first impact investing instrument to be listed on a stock exchange (Singapore Stock
Exchange). As SEs mature, innovative financing will be crucial for engaging mainstream private
sector investors and unlocking greater amounts of capital.
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Investment Funds

154. There are few impact investment funds investing in Philippine SEs. Table 4 details the
known impact investment funds with operations in the Philippines. Most have a global or regional
focus, and only one fund, Bridge Philippines, operates solely in the Philippines. In terms of sectors,
they are mainly concerned with financial inclusion, energy, agriculture, and education. They have
the potential to play a more active role in the development of social entrepreneurship in the
Philippines if more SEs are able to achieve investment-readiness.

Table 4: Impact Investment Funds in the Philippines

Fund Regional focus  Sectoral focus Target (USD)* Committed Amount
(UsD)* invested
(USD)*

Armstrong Southeast Asia  * Energy Undisclosed 164M 54M

South East Asia
Clean Energy
Fund

Bridge N.A. « Financial 60M 24.2M 24.2M
Philippines. (Only operates Inclusion
inthe
Philippines)
11X Growth South and »  Agriculture 25M Undisclosed Undisclosed
Fund Southeast Asia  *» Education
* Energy

¢ Water,
sanitation and

hygiene
(WASH)
LeapFrog Africa, South * Financial 4ooM 4o00M 5oM
Financial and Southeast Inclusion
Inclusion Fund  Asia
1
LGT Impact Africa, Asia, *  Agriculture Undisclosed 66M 1.8M
Ventures Latin America, * Education
UK * Energy
* Health
Meloy Fund Southeast Asia  » Fisheries 22M 22M Undisclosed
Patamar South and *  Agriculture 45M 45M Undisclosed
Capital (Unitus  Southeast Asia  * Education
Livelihood » Employability
Impact Fund) * Financial
Inclusion
* Healthcare
* Housing
Quadria Capital South and * Healthcare 304M 304M 100M
Fund L.P Southeast Asia
Triple P SEA Southeast Asia  * Financial 120M Undisclosed Undisclosed
Financial Inclusion

Inclusion Fund

Notes: These numbers refer to all target geographies of the fund.Source: Impact Investment Exchange (Asia)

V. SE ECOSYSTEM GAPS ANALYSIS

155. The Philippines has yet to leverage on the SE sector to expand opportunities that the
present economy offers. Having reviewed and evaluated the current level of effectiveness of the
ecosystem players in Section 2, this section will focus on four of the most critical factors that are
limiting the growth of SEs. By understanding and contextualizing these gaps within a strategic
framework of the national and sustainable development goals, different stakeholders can be
aligned to drive greater growth around strategic and actionable opportunities, such as through
inclusive businesses, gender-lens investing, and multi-stakeholder collaborations that engage
both private and public sector actors.
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156. Section 2 discussed a wide range of gaps which were identified through interviews with
over 30+ industry experts and survey results from over 70 respondents from a broad range of
ecosystem actors. Figure 12 below depicts the results of the survey data on the top 8 most critical
factors inhibiting the growth of SEs in the Philippines.

Figure 12: Survey Results - What are the most critical factors inhibiting the growth of
Social Enterprises in the Philippines?
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157. To arrive at the four most critical gaps discussed in this section, the results of the survey
data were analyzed in relation to the other primary data collected from stakeholder interviews and
meetings, and secondary data collected through reports and other industry studies. These gaps
were further verified by 1IX’s own team of experts on the ground, with over nine years of
experience building the SE and inclusive business landscape in the Philippines. Furthermore,
given the range of challenges and issues which have been discussed in Section 2, it is clear that
several gaps will take time to address — especially with regards to policies and regulatory
frameworks. While these changes would be beneficial to SEs, market-based opportunities have
the potential to be mobilized in the near future. Rather than take an exhaustive approach in
discussing each and every gap that exists in the current Philippine ecosystem and every possible
contribution that can be made by different sectors, it is critical to focus the discussion on those
gaps which: (i) are specific to SEs; (ii) have been identified as urgent and critical barriers to SE
growth; and (iii) have actionable solutions which can be addressed within the next five years. The
proposed solutions to each of these four gaps will be outlined in Section 5.

158. Based on the analysis of primary and secondary data, as well as the three criteria for
prioritization listed above, Figure 13 depicts the four key gaps in the SE ecosystem that will form
the strategic foundation of the Roadmap solutions: access to capital, innovative financial
mechanisms, ecosystem knowledge of SEs, and data about SE impact.
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Figure 13: Four Key Gaps in the SE Ecosystem

GAP 1: Gap in Access to Capital

GAP 2: Gap in Innovative Financial Mechanisms

GAP 3: Gap in Ecosystem Players' Knowledge about SEs

@ GAP 4: Gap in Data about SE Impact

Source: Impact Investment Exchange (Asia)

159. While all four gaps refer to barriers which can be addressed through timely, strategic and
actionable market-based opportunities, they implicate stakeholders across the public, private and
civil society sectors. In particular, the public sector plays a crucial role in supporting and catalyzing
the solutions to these four gaps. It is also important to highlight that while the survey results
identified “unfavorable regulations” as a barrier to SE growth, other primary and secondary data
demonstrate that SE-specific regulations are not the only way in which the public sector can play
a more supportive role for SEs. Section 5 will elaborate further on new solutions to mobilize more
active and effective public sector support for SEs.

A. GAP 1: Gap in Access to Capital

160. 57% of survey respondents identified “limited access to capital” as the top challenge facing
SEs in the Philippines. Access to capital refers specifically to the funding that SEs require at
different stages of growth. This gap can be further analyzed from the (i) supply-side of capital
(financial institutions, impact investors, foundations, among others); and (ii) the demand-side of
capital (by SEs).

() Analysis of the Supply-Side of Capital:

161. As discussed in Section 3, the supply of capital is mobilized through diverse sources,
including public and private sector funding. Debt and equity funding are two important types of
investment capital required to grow SEs and the SE ecosystem:

e Debt: The Republic Act 9501 or the Magna Carta for MSMEs states that banks are
required to allocate 8% of their loan portfolio to MSMEs and 2% for medium
enterprises. However, interviews with local SEs revealed that in practice they view
these loans as not accessible due to the stringent collateral requirements.

The only mission-driven organizations that are able to effectively tap into local capital
markets are Tier 1 MFIs (those that are mature, financially sustainable, and large),
who are able to borrow from banks at reasonable interest rates (typically around 4-7%

56



per annum in local currency). Tier 2 (small or medium sized) and Tier 3 MFIs (immature
and unsustainable startups or NGOs), who have limited collateral and require loans
with a longer repayment tenor, must seek alternative funding sources, often from
overseas investors.

However, progress is being made to bridge the gap in the supply of capital. In August
2018, President Duterte signed into law the Republic Act No. 11057 or the Personal
Property Security Act. The principle authors were Senator Paolo Benigno Aquino IV
and Representative Arthur Yap. The new law allows for the expansion of the types of
assets which can be considered by MSMEs as collateral when applying for bank loans
to include all personal property, equipment, inventory and other types of movable
collateral'®. At the time of writing, the impact of the new legislation is yet to be
determined.

e Equity: Early-stage SEs typically find it challenging to raise investments between
USD200,000 and USD3,000,000. There is a dearth of angel and seed stage investors
in the Philippines, resulting in very few deals under USD500k**°. Compared to other
Asian countries like India and now Indonesia, there are a relatively small number of
mission-driven funds focused on the Philippines looking to make investments in the
USD500,000 to USD3,000,000 range. For instance, India has drawn in over 50 impact
investors®! whereas the Philippines has only a few such investors.

162. From the supply side, it becomes clear that there is a lack of financing options for early-
stage SEs who face challenges at almost every turn in accessing capital from existing capital
markets. As the majority of SEs in the Philippines are MSMESs without access to investor networks,
the existing challenges become a bottleneck for early-stage SEs who either don’'t have the
information or don’t qualify for affordable loans and are not aligned to the preferred ticket sizes of
regional and global investors.

(i) Analysis of the Demand-side of Capital

163. It is equally important to develop the demand for capital, i.e., the ability for SEs to
effectively absorb and deploy capital to scale their operations and sustain their impact. The
majority of SEs in the Philippines lack investment-readiness that will enable them to access capital
from potential investors. With regards to capital raise, few SEs are able to understand how much
capital they need to raise and the different types of capital available.'? This indicates that there
is a large need for tailored technical assistance services for SEs, along with the funding for such
services by foundations, donor agencies, and governments that wish to play a catalytic role in the
SE ecosystem.

164. Demand-side Gaps at Different Stages of Growth: Depending on the stage of growth,
SEs need a range of services to be able to graduate beyond grants and attract investment capital
from the private sector. Figure 14 provides an overview of the varying kinds of support that SEs
require across different stages of growth before they are able to successfully raise capital. At the
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earlier stages of growth, SEs require focused support on launching the business, commercializing
their products, refining their business models, and positioning themselves for fundraising. As SEs
enter the growth and expansion stages, they require access and connections to partnerships and
networks, investors and capital, and strategies for growth and operations. For mature SEs, they
will need opportunities for IPOs, M&As, or further growth and integration into global supply chains.

Figure 14: Support needed throughout the growth phases of an SE
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Contextualizing Figure 14 within the current SE landscape in the Philippines, several ecosystem
gaps come to light:

165. Mature SEs typically have founders who are well connected: According to primary
research, more mature SEs that operate at scale are typically founded by social entrepreneurs
that are well connected socially and financially. For instance, many of these entrepreneurs went
to elite schools such as Ateneo and had the financial backing of their families that made it both
easier and less risky to raise capital. For the majority of SEs in the Philippines without such
support, there continues to be limited access to affordable capital. There is a greater need for
bespoke investment readiness services by impact investing intermediaries.

166. Existing incubators and accelerators provide limited access to capital: Almost all of
the existing incubators and accelerators operating in the Philippines cater to early and seed stage
enterprises and graduate large cohorts of SEs. However, the support provided by these programs
has limited line of sight to capital — almost none of the incubators interviewed supported SEs that
were able to secure investment capital upon graduation. A few of the larger incubators such as
BPI Sinag give away prize money in the form of grants (PHP500k (USD9320) for the top five
winners and PHP100k (USD1864) for the next five winners). However, even the winners are not
considered investment ready by other impact investors. As such, these entities typically stagnate
after the program ends. Looking ahead, there needs to be more platforms that graduate SEs
beyond the incubation and acceleration phase to become investment ready and connect with
available impact capital.

167. Inclusive Businesses as a Solution: As SEs continue to grow, they require a new level

of support to help expand their business. Beyond short-term, standalone programs for SEs, there
needs to be a broader and longer-term solution to providing SEs with market access, national and
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regional networks, growth and expansion strategies. Such a solution would enable more growth
stage SEs to achieve scale and operate like an inclusive business. According to the G20 Inclusive
Business framework, one approach for companies to implement inclusive business is the
establishment of SE initiatives. Such initiatives aim to grow and scale SEs such that the company
can later invest in them directly and include them in its core value chain. !*® Given that
development banks are able to provide funding directly to inclusive businesses, this may be one
way for SEs to access funding. Multilateral banks such as ADB have private and public sector
portfolios, but they are unable to connect this available capital to SEs given the mismatch in deal
sizes, risk profiles, and lending restrictions. On the other hand, ADB has issued loans to large
inclusive businesses such as Olam, with a USD100 million loan from the Non-Sovereign
portfolio.'®* Therefore, there is an opportunity to more effectively connect SEs to existing inclusive
businesses as a part of their supply chain. This would create a synergistic relationship by
expanding the revenue streams for SEs on the one hand, and by increasing the sustainability and
scale of inclusive businesses on the other. The following section will explore this solution further.

168. Need for more active public sector support: The Philippines can learn from the best
practices of other countries to further align existing government programs towards strengthening
social entrepreneurship. As discussed in Appendix C, Singapore’s business-friendly environment
was a major contribution to the growth of SEs. Singapore’s Centre for Social Enterprise (ralSE)
nurtures and raises awareness of SEs in the absence of SE-specific regulations. RalSE also
combines all the efforts of related government agencies relevant to SEs, including that of the SE
Hub (for investment funding and incubation of SEs) under Singapore’s Tote Board.'®® Other ways
to support SEs through the public sector have taken the form of government funds to provide
seed funding to SEs, creating an SE committee and an association to raise public awareness and
to bring SEs and stakeholders together. Meanwhile, the Indonesian government has been a
pioneer in introducing mandatory CSR policies for companies in specific sectors. In the case of
the Philippines, a strong government mandate for companies to go beyond CSR to implement 1B
models has the potential to create significant social impact. Similarly, government promotion of
multi-sector collaboration will be important for driving innovative financial solutions to augment
public sector funding for social service delivery.

Case Example
Kennemer Foods: Engaging Inclusive Businesses

Kennemer Foods International is a Philippine SE specializing in the growing, sourcing and
trading of high-quality fermented cacao beans. It has grown significantly, to the extent that it
has become an IB, and is included in the value chain of big IBs.

When Kennemer first started out in 2010, cacao beans were not being planted in the Philippines
due to limited agricultural knowledge and technology, and lack of access to financing and
technical support. This was despite the fact that cacao is a high-yielding crop, as compared to
the low-yielding cash crops more popularly grown in the Philippines, such as cassava and
tapioca.'®® Kennemer sought to tackle the root of the problem by providing farmers with end-
to-end support to produce cacao beans.

193 Dietrich, M., “Asia-Pacific: Inclusive Business in the Association of Southeast Asian Nations”, ADB, May 2018, p.8-
9.

194 ADB, “Project Data Sheet: Olam International Limited: Inclusive, Sustainable, and Connected Coffee Value
Chain”, Nov. 2017 www.adb.org/projects/51139-002/main Accessed 10 Oct. 2018.

195 raiSE, State of Social Enterprise in Singapore, Singapore: raiSE, 2017.

19 | ee, M., “No Small Change”, The Business Times, 7 Jul. 2018. www.businesstimes.com.sg/brunch/no-small-
change Accessed 16 Oct. 2018.
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Kennemer achieves this through the Contract Growing activities detailed in Figure 15 below. It
provides farmers with access to financing, high-quality farm inputs, and technical support, as
well as a guaranteed buy-back of the harvest at prices linked to the world-price. This has
increased the farmers’ income and standard of living. Kennemer also engages in Open Market
Buying of wet cacao beans, which it ferments and dries in its post-harvesting facilities to achieve
better quality and higher prices for themselves and the farmers. The third strategy of Kennemer
is the development of larger-scale Managed Farms, whose production help to stabilize the
financials. The Managed Farms are also used to test out technological innovations for growing
high-yielding cacao farming at scale, which can later be shared with the growers.®’

Figure 15: Kennemer Business Model
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Source: Kennemer Foods International. 2015. Company Profile and Business Plan.

Kennemer has also benefited from services provided by impact investors and intermediaries.
IIX has provided technical assistance by helping it formulate its growth and funding strategies,
enabling it to better attract investments and further scale up operations.

Following its substantial growth, Kennemer has been included in the value chains of big
international 1Bs such as Mars, Olam International and Puratos, which source their beans from
it.1%8 Its smallholder farmers have experienced a fourfold increase in yield and a 350% increase
in income.®® Internally, it has successfully expanded its operations from a small buying and
post-harvest center in Davao to encompass the entire agricultural value chain, from planting
materials, training, agri-technology to linking to export markets with centers throughout

197 Kennemer, Company Profile and Business Plan, 2017, p.3-4.

198 “Davao cacao farmers get ‘chocolate bonus™, Edge Davao, 12 D. 2017. www.edgedavao.net/the-big-
news/2017/12/12/davao-cacao-farmers-getchocolate-bonus/ Accessed 16 Oct. 2018.

199 1X, Kennemer Foods International, 2017.
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Mindanao, Visayas and Palawan.?®® By 2016, it had grown into a company with a revenue of
more than USD 6m,?°! and direct employment of more than 13,000 farmers.?%

B. GAP 2: Gap in Innovative Financial Mechanisms

169. The lack of innovative and blended financial mechanisms that bridge the gap between
supply and demand for capital is the second biggest challenging limiting the growth of the SE
ecosystem in the Philippines. Innovative financial mechanisms can take a wide range of forms —
sustainability bonds, pay-for-performance instruments, revolving credit facilities — and typically
serve one or more of the following three overarching objectives:

() Additionality: Bringing new stakeholders into the SE landscape, typically from the
private sector, who would not otherwise participate;

(i) Leverage: Using existing sources of funding from public or philanthropic actors to
leverage far larger amounts of capital; and

(iii) Impact: Mobilizing capital at scale to magnify the impact for end beneficiaries,
particularly underserved groups such as low-income women who are excluded from
capital markets.

170. Based on these three distinct objectives, the gap in innovative financial mechanisms
differs from the gap in access to capital — the latter of which refers primarily to access to funding
for SEs at different stages of growth. The gap in innovative financial mechanisms refers to broader
ecosystem challenges in engaging actors across the SE landscape beyond investors, amplifying
and mobilizing public sector programs for SEs, and deploying existing capital more effectively and
at scale.

171. As an example of how innovative finance can amplify and mobilize existing public sector
programs in the Philippines, it was previously discussed in Section 3 how the government’s
PHP9.1 billion allocation for the DSWD’s Sustainable Livelihood Program includes a micro-
enterprise development track. The case example noted that the benefits of the program tend to
be concentrated among a small group, and delays in project review and approval lead to dropouts
among potential beneficiaries. The program would benefit from an innovative financial structure
that leverages the existing budget and a greater ecosystem of partners and resources to magnify
the impact at a greater pace and scale.

172. Innovative finance is also important for mobilizing capital around issues that are otherwise
difficult to fund. Cross-cutting issues discussed in Section 1 such as gender equality and
catastrophe resilience, as well as specific sectors such as agriculture, can benefit from unique
financial structures which effectively mobilize large scale capital.

173. There are four key reasons why there are only a limited number of innovative financial
mechanisms supporting the growth of SEs in the Philippines:

a. Lack of feasibility studies to customize products for the local SE ecosystem:
Given the high amount of resources and time required to develop innovative

200 “About Kennemer”, Kennemer, n.d. www.kennemerfoods.com/about/ Accessed 16 Oct. 2018.
201 Kennemer, Company Profile and Business Plan, 2017, p.20.
202 11X and BAML, Financing the Transition from Climate Change to Climate Resilience in Asia, 2017, p.66.
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financial mechanisms, it is imperative to customize these products to the local SE
ecosystem. Feasibility studies typically allow intermediaries to determine key
features of the mechanism, narrow-down the target sector or beneficiary group
based on the desired social outcomes targeted, design the blueprint of a product
that will catalyze local capital markets, and align with national sustainable
development goals. However, there is limited funding available to cover the costs
associated with conducting such studies in the Philippines; based on interviews
with key stakeholders and 11X’s own experience, the typical cost for a feasibility
study is USD250,000 over a 4-month time-frame.

Lack of upfront grant capital to support intermediaries to structure
innovative products: Once the feasibility study has been conducted,
intermediaries with expertise in innovative finance and blended finance typically
require upfront grant capital to cover the cost of: (i) product development —
designing the risk-return-impact features of the mechanism; (ii) pipeline
development — conducting the origination and due diligence on potential recipients
of capital; (iii) partnership development — coalescing a wide array of implementing
partners such as law firms, banking partners, auditors, guarantors, rating agencies,
among others; and (iv) placement with investors — selling the product on the market
to raise capital.

Currently, very few government or philanthropic grants have a mandate to cover
these upfront structuring costs in the Philippines. In contrast, countries such as the
U.S. and the UK have specific public programs to fund the structuring of pay-for-
performance mechanisms, resulting in 60 Social Impact Bonds issued since 2010.
Similarly, in Singapore the Monetary Authority of Singapore (MAS) runs a program
to fund the cost of developing Green Bonds and Sustainability Bonds with the goal
to become the regional hub for these products. Malaysia’s sovereign wealth fund,
Khazanah Nasional, has supported the development of a Social Impact Sukuk to
support the education sector. The Rockefeller Foundation in the US supported [IX
to develop the Women'’s Livelihood Bond mentioned in Section 3 which impacted
~385,000 women across Southeast Asia, including the Philippines. However,
there are no other examples of such mechanisms in the Philippines due to the lack
of upfront support for intermediaries.

Lack of de-risking capital available from donors, guarantors and foundations:
De-risking capital can take the form of: (i) catalytic first loss capital — which can be
provided by philanthropic funders or investors who are willing to take a high risk in
lieu of a higher return; or (i) guarantees — which are typically provided by
government entities, donor agencies or other organizations with a high credit rating
that would give new investors the comfort to participate in the secured transaction.
Currently, guarantees supporting high-impact initiatives come from entities outside
the Philippines such as the USAID DCA guarantee for the Women’s Livelihood
Bond. Regional actors such as ADB’s CGIF are well positioned to play a greater
role in credit enhancement of innovative financial mechanisms but tend to remain
risk averse (typically supporting more mature companies as opposed to SEs) with
stringent due diligence requirements and long timelines exceeding 6 months.

Lack of ongoing grant capital to supportimpact measurement and reporting:
Measuring and reporting impact should be a key feature of any innovative financial
mechanism to ensure transparency of results and accountability towards all
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stakeholders, particularly the investors and the end beneficiaries. While there is
increasing interest in impact measurement, there are still very few stakeholders in
the Philippines willing to cover the costs. This gap needs to be addressed by
providers of grant capital. For instance, the Women’s Livelihood Bond 1 impact
assessment and reporting costs were covered by a grant from the Rockefeller
Foundation. Impact verification costs for the recently issued Utkrish Impact Bond
in India was covered by USAID and Merck for Mothers.

174. The following section will explore innovative financial mechanisms that are best suited to
support sustainable development in the Philippines, looking beyond SEs to include other
organizations such as inclusive businesses and MFIs that can help achieve scalable and
sustainable impact on end beneficiaries.

C. GAP 3: Gap in Ecosystem Players’ Knowledge of SEs

175. There is a significant gap in understanding what SEs need in order to successfully achieve
scale, and how such understanding can be leveraged to align the objectives of large actors such
as inclusive businesses. Without addressing the ecosystem knowledge gap, the public sector will
continue to face challenges in making well-grounded public policy proposals regarding SEs and
mobilizing greater ecosystem support. Other ecosystem players will similarly struggle to
understand how best they can support SEs, what models for partnerships can be leveraged, and
how to implement new models such as inclusive business initiatives. This knowledge gap is
attributed to a number of different factors:

= There is a lack of educational opportunities to learn about SEs aside from the top tier
universities (Ateneo, La Salle) and institutions such as Bayan Academy. This includes
formal and informal education about SEs and entrepreneurship in general, especially in
the provinces. As such, there is a talent gap for SEs looking to recruit locally, and for
supporting stakeholders to have internal staff who are equipped to deal with the nuances
of the SE ecosystem. Structured workshops or training programs must be offered to key
ecosystem actors from public, private and philanthropic sectors to address this gap. For
instance, 11X provided a five-day training to the top executives of the Peace and Equity
Foundation on investing in SEs, measuring social impact and using blended finance to
bring in new stakeholders into the sustainable development equation in the Philippines.

= While there are a number of conferences both within the Philippines and across the region,
the majority of these events do not mobilize capital for SEs or create knowledge sharing
opportunities for the broader ecosystem. Conferences can address this by: (i) supporting
intermediaries who can provide investment readiness services to SEs before the event
and use the event as a platform to pitch to potential investors; and (ii) funding the
development of white papers, sector briefs or thought leadership pieces to educate public
and private sector actors on the value of engaging with and growing the SE pipeline.

= From a networking perspective, there are multiple small gatherings for social
entrepreneurs in Manila. However, based on interviews, these gatherings are usually
limited to an already well connected, well-funded group of social entrepreneurs and rarely
involve smaller SEs or other ecosystem players such as policy makers, corporates or
inclusive businesses. Additionally, existing investor networks in the region typically
function as a membership base or ‘club’ for large, high-profile organizations such as banks
and foundations, creating very limited knowledge building opportunities or direct exposure
to SEs working on the ground. A more inclusive culture and expansion of the dialogue
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between the two communities would drive multi-stakeholder collaboration to propel the SE
space forward.

D. GAP 4: Gap in Data About SE Impact
The fourth most significant gap is the lack of data on risk-return-impact profiles of SEs

176. Anunderlying reason for the lack of growth in the SE ecosystem is the information gap in
the social value created by these enterprises. SEs in the Philippines have limited ability to
measure social outcomes, and then to link them with risk and returns that they are able to offer
investors. As such, capital allocation decisions are often made with limited or incomplete
information which translates into: (i) a fewer number of deals or smaller size of deals, particularly
by overseas investors; (i) limited impact on end beneficiaries; and (iii) lack of transparency and
trust among SEs, investors and other stakeholders.

177. Based on the interviews conducted and the survey results, measuring and monitoring
impact is one of the top challenges of SEs. As the impact measurement process is complex and
resource-intensive, smaller SEs lack the capacity and capability to access these services.
Additionally, the type of data needed, collected and assessed during the different stages of growth
also vary. At the earlier stages, SEs are more concerned with data to enable product and business
model development. At the growth stage, SEs typically want data on the impact of their products
and services to beneficiaries as a means to improve and also communicate their impact story to
stakeholders and investors. SEs that have been operational for several years would also want
data to measure their beneficiaries over time. A general lack of understanding about the means
and methods of impact measurements is exacerbated by the lack of standardized data that can
help investors benchmark the impact performance of SEs over time. Additionally, as previously
mentioned, there is limited grant capital available to cover the cost of impact measurement and
monitoring. Foundations, corporate CSR programs, and donor agencies, in particular, can play a
supportive role in addressing this issue.

178. To address the SE data gap in the Philippines, it is critical to support intermediaries that
have the expertise and track record to: (i) provide training to both SEs and investors on how to
measure and value social impact using industry standards; (ii) conduct social due diligence in
parallel to financial due diligence to give all stakeholders complete information of the risk-return-
impact profile of investment opportunities; and (iii) measure impact in a forward-looking,
outcomes-focused way that goes beyond the traditional non-profit approach of measuring outputs
once a program is over. Furthermore, the use of technology should be explored to ensure data
collection and analysis can be done in a scalable and cost-effective manner. For instance,
harnessing the power of mobile technology would be a powerful way to ensure the beneficiaries
are given a voice to shape the solutions and verify the results. The next section will further explore
potential digital solutions to address the data gap.

179. Improving the quality and collection of data about SEs and the impact they are making in
communities and specific sectors would be a powerful tool to assist with the understanding of
specific SE needs, contributions, and their potential to integrate into government programs and
corporate supply chains. It would also enable investors to make more informed decisions that are
aligned with their risk-return-impact preferences. Finally, it would enable the government to
address ongoing challenges in measuring the SDGs and monitoring early-stage efforts to
integrate SEs into initiatives such as the Sustainable Livelihoods Program, as well as to make
informed decisions on how to finance the SDGs effectively.
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V. RECOMMENDED SOLUTIONS AND IMPLEMENTATION STRATEGY

180. In order for the Social Entrepreneurship Roadmap to provide a strategic approach for
addressing key barriers to SE growth, Section 4 analyzed in detail the four most critical gaps
within the SE ecosystem. This section will outline a set of proposed solutions to address each of
the four key gaps. Figure 16 below illustrates the strategic framework which will guide the

implementation of the Social Entrepreneurship Roadmap for the Philippines across a 5-year
duration.

Figure 16: Strategic Framework to Guide the Social Entrepreneurship Roadmap
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181. This framework is designed to achieve three overarching outcomes:

a. Enabling SEs to achieve scale and work with larger ecosystem actors (such
as inclusive businesses): The solutions will focus on building a pipeline of SEs
that are able to scale both their social and financial returns. The goal will be to
enable SEs to integrate more effectively with inclusive businesses that can create
support for both social progress and economic development in the Philippines at
scale. This will be done by building sustainable supply chains and creating
inclusive growth strategies for market-based solutions. Solutions focused on this
outcome will be linked to ‘Sustainable Development Goal 8: Decent Work and
Economic Growth’ and ‘Sustainable Development Goal 12: Responsible
Production and Consumption.’

b. Building partnerships with public and private sector actors through blended
finance solutions: The solutions will adopt a multi-stakeholder approach to create
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opportunities that leverage existing resources from the public sector and bring in
new resources from the private sector. The goal will be to ensure that ecosystem
actors can play a catalytic role in pulling both governments and corporates into the
sustainable development equation and growing the SE ecosystem in a
collaborative manner. Solutions focused on this outcome will be linked to
‘Sustainable Development Goal 9: Industry, Innovation and Infrastructure’ and
‘Sustainable Development Goal 17: Partnerships for the Goals'.

C. Driving gender equality and investing in women’s empowerment: The
solutions will aim to bring women to the forefront of the sustainable development
landscape through SEs, MFIs and inclusive businesses. The goal will be to support
the development of gender-lens impact measurement approaches and innovative
financial products that will enable other ecosystem actors such as ADB to invest
in women more effectively. Solutions focused on this outcome will be linked to
‘Sustainable Development Goal 5: Gender Equality and ‘Sustainable
Development Goal 13: Reduced Inequality’.

182. Each of the eight solutions has been designed based on three key criteria as shown in the
figure below. Across all the solutions, the role of the public sector will be crucial in aligning national
and sustainable development goals to enable SEs to grow and work with larger ecosystem actors
such as IBs, to promote multi-sector partnerships through new innovative finance solutions, and
to leverage strategic opportunities in global and multilateral development goals to drive greater
gender equality and women’s empowerment. Each solution also identifies the key stakeholders
engaged and the strategic roles they can play. While each solution may not engage all three
sectors at once, all sectors have a role to play in aligning and mobilizing around solutions that are
the most strategic and actionable to catalyze the growth of SEs in the near future. Finally, it is
important to note that outside of these eight solutions, there are several other positive initiatives
already taking place or in advancement that deserve recognition. The purpose of this Roadmap
is not to undermine those efforts, but to align and galvanize wider participation around the four
most critical gaps and eight most strategic solutions to SE growth.

Figure 17: Criteria for Solution Design

The solutions can be The solutions are scalable and The solutions can be feasibly
implemented and beginto replicable (as opposed to one-off  jmplemented by existing
show demonstrable results programs) with the potential to ecosystem actors and go
within the time horizon of  support the systematicgrowthof  beyond mandating long

the next five years the SE ecosystem over time term policy change

Source: Impact Investment Exchange (Asia)

66




A. Solution 1: Customized Technical Assistance Services
Gap Addressed: Limited Access to Capital
Overview

183. In order to address the challenges that SEs face in accessing capital, which includes both
the gaps on the supply-side and the demand-side, a program should be developed that works
with one or multiple Technical Assistance Providers (TAPS) that can provide SEs with customized
investment readiness services. The key objective of the program should be to build demand for
capital by creating a pipeline of investment-ready SEs and to mobilize the supply of capital by
linking these SEs with potential investors and supporting the capital raise process. TAPS are
capacity builders that equip SEs with the necessary tools to attract capital from potential investors
and then be able to deploy that capital to effectively scale their operations and magnify their social
or environmental impact. TAPS are well positioned to develop appropriate filtering criteria to
ensure that eligible SEs with high potential to grow in the future will benefit the most from a
capacity-building and investment readiness program. TAPS differ from Incubators or Accelerators
in three key ways:

e TAPS provide individual one-on-one tailored support to SEs whereas Incubators and
Accelerators usually provide support to a cohort of entities

e TAPS are equipped to work with a range of SEs from early to growth stage whereas
Incubators and Accelerators typically only work with seed-stage entities

e Incubators and Accelerators typically provide SEs with a small amount of grant money or
seed investment, whereas TAPS - in certain cases - focus on raising larger amounts of
equity or debt capital

184. To be effective in supporting SEs across their stages of growth, TAPS should provide a
holistic suite of end-to-end investment readiness services - from strategic review and needs
assessment to preparing investment terms and pitch presentations. It is especially critical that
TAPS have the ability to access capital or an investment platform, in order to link the capacity-
building to capital raise. Without ensuring that the investment readiness services lead to actual,
successful capital raises, SEs often find themselves at the end of tedious conferences and “Shark
Tank”-style pitching sessions without having overcome their biggest challenge to growth—access
to capital.

185. Figure 18 below illustrates the range of services that benefit SEs and prepare them for the
next stage of growth.
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Figure 18: End to End Investment Readiness Services
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Needs Assessment: In providing Needs Assessment services, the TAP must evaluate the
business needs of each SE and design a bespoke Key Needs Matrix that guides engagement
throughout the program. The aim will be to provide the enterprises with an ‘as-is’ and ‘to-be’
assessment, isolating key areas of focus with the potential to grow operations and scale. This
will allow the TAP to assess the organization on key areas (including operations, financial
systems, pricing, marketing, sales, human resources, among others) and then distill this
analysis into a concise Key Needs Assessment Matrix for each enterprise.

Business Plan: The next step of Technical Assistance is building a comprehensive business
plan in order to drive financial sustainability and form the basis for any future capital raise. For
the Business Plan, the TAP should support the enterprise to prepare a detailed management
presentation that captures the key elements of the business, including an overview of the
financial, operational, logistical, human resources and social/environmental impact aspects.

Financial Model: The TAP should work with the organization to create a model showing the
historical and full projections for profit and loss (P&L), and cash flow with supporting schedules
(historical information to be included to the extent that it is available from the enterprise). This
could also include a valuation of the company for potential investors.

Impact Assessment: The TAP should partner with a Measurement and Evaluation (M&E)
professional which specializes in Impact Assessments, and work with the SE to create a social
impact framework. The impact assessments should ideally adopt a tailored, bottom-up
approach that provides a social impact framework to articulate the SE’s activities and value
their impact creation with rigorous impact metrics. The social impact framework created by
the M&E professional will allow the SE to demonstrably measure its impact, making the
organization more attractive to investors once it is ready to raise capital.
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= Preparing Investment Terms and Pitch: It is critical for the TAP to lay the foundation for the
SE to raise capital by supporting the enterprise in creating a term sheet and pitch deck. For
the term sheet, the TAP should first analyze the capital requirements of the enterprise and
outline the optimal investment terms for the entity to seek from investors. The TAP must also
assist the SE to create a professional presentation that includes capital needs, proposed
financial terms (if applicable), and a short and long-term capital raising plan. This will equip
the SE with the tools to be able to pitch their innovative ideas to Impact Investors, and raise
the capital required to reach the next stage of growth. As TAPS introduces SEs to investors
and facilitates the capital raise process, they should also ensure strategic alignment and
willingness of the investor to help the SE which will enable a long-term relationship.

Achieving Sustainability through a Revolving Credit Facility

186. One key challenge facing SEs is the lack of upfront funds for the above services. 11X
recommends developing a revolving credit facility to cover the upfront investment readiness costs
which can be split up into different funding sources: upfront contribution from the SE; donor
subsidies (typically from a corporate or government donor); and an interest free advance from the
revolving facility as shown in the figure below. SEs can use the funding provided upfront to pay
the TAP for the investment readiness and capital raise services. After successfully raising capital,
the SEs can reimburse the revolving facility. This repayment will allow for the facility to rotate
funds and enable more TAPS to continue supporting new SEs in a sustainable way.

Figure 19: Revolving Fund to Subsidize Investment Readiness and Capital Raise
Traditicnal Model 11X Reyelving Fund Model
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Building in and Incentivizing a Gender-Lens Approach

187. The revolving credit facility can prioritize women-focused SEs by reducing the SE
contribution for entities that are led by women or benefiting underserved women. Additionally, the
facility can be made available to TAPS that integrate a gender-lens analysis as a part of their
impact assessment and have a clear mission to empower women through their services.
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188. Key Stakeholders Engaged

° Government Agencies, Donor Agencies or Foundations provide the upfront
grant funding required to set up the revolving credit facility. For instance, the
government has an existing pool of funding allocated towards supporting the
development of MSMEs which could be used for this purpose. DTI, DA, and DSWD
all have sizeable multi-billion PHP budgets for programs that benefit MSMEs, as
detailed in Section 2 and 3. A portion of such budgets could be carved out to
support the development of a Revolving Fund for SEs aligned with each agency’s
mandate.

o Impact Investing Intermediaries as TAPS provide the customized or bespoke
investment readiness services to the SEs. It is important that TAPS have the track
record and experience in raising capital and supporting women-focused SEs.

189. Anticipated Outcomes

. Driving gender equality and investing in women’s empowerment
o Enabling SEs to achieve scale and work with broader ecosystem actors

190. Recommended Target SDGs: While the program can benefit a wide variety of SEs, the
recommended focus sectors are clean energy, sustainable agriculture, education, healthcare,
water and sanitation with gender as an underlying focus. As such, the target SDGs will be SDG
2,3,4,5,6,7,13.

Figure 20: SDG Focus for Solution 1: Customized Technical Assistance Services
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B. Solution 2: Building Sustainable Supply Chains with Inclusive Businesses
Gap Addressed: Limited Access to Capital
Overview

191. There is a large opportunity for collaboration between IBs and SEs given that each has
unique challenges that the other can assist with. IBs are larger companies and are constantly
looking to source for products and raw materials to develop a sustainable supply chain for their
production. SEs, particularly those operating in the agricultural sector, often take the form of
cooperatives which need access to markets to sell their products at a decent price. Often, they
go through middlemen and distribution companies that keep the majority of the profit due to the
inability of the SE to reach the customers themselves.
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Inclusive Business Sustainable Supply Chain Program to develop a sustainable and
mutually beneficial business model

192. Intermediaries can help IBs to explore various models of engagement with SEs across the
different sectors to achieve sustainable supply chains. Effective models could be leveraged and
scaled up to build a win-win scenario for the inclusive businesses as well as the SEs. A
Sustainable Supply Chain Program is recommended to design such models and consists of three
phases: (i) needs assessment and sourcing of SEs; (ii) a workshop component to design the
partnership model; (iii) implementation support to ensure success and troubleshoot any issues
with integrating the SE into the IB supply chain. As elaborated in the case example of Kennemer
Foods, SEs successful in scaling up can even grow to become IBs themselves. The intervention
draws on the business networks of large companies and allows for inclusive businesses to build
pathways to sustainable supply chains and drive impact with SEs as a part of the equation. The
three-phased Sustainable Supply Chain Program is depicted in the figure below:

Figure 21: Sustainable Supply Chain Program
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193. There are numerous benefits for both IBs as well as SEs to participate in the program.
Benefits for SEs include:

. Receive assistance to identify and tackle their most pressing challenges including
accessing new markets, and improving the business and impact efficiency and
effectiveness

o Obtain an additional and stable revenue source which will help scale operations,

sustain results and attract more capital going forward due to the SE’s growth and
revenue pipeline

. Increase credibility and publicity from working with a larger brand (the IB), and
marketing opportunities to obtain partnerships and new business
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Gain visibility with impact investors and other investors based on the partnership
with the IB.

194. Benefits for IBs include:

Drive sustainable sourcing for their supply chain

Provide employee engagement and development by giving IBs exposure to
innovation within the sector and the business challenges of SEs

Achieve deeper impact by working closely with SEs, and move beyond ESG or CSR
to measure impact outcomes

Attract new sources of impact capital and funding from multilateral banks

Sample outputs from the program are described below. Deliverables can be customized to the
needs of the IB and depending on the relationships formed between IB and SEs.

Figure 22: Key Outputs of Sustainable Supply Chain Program
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195. Stakeholders Engaged

Intermediaries to scope and plan the program including content curation, training
development, and workshop design. The intermediaries will also work with the
inclusive business on the theme and scope of the workshop, then identify a
pipeline of SEs to participate in the workshop

IB to sponsor the program and work with the intermediary on scope identification
and SE selection
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196. Anticipated Outcomes

. Enabling SEs to achieve scale and work with broader ecosystem actors
. Building partnerships with public and private sector actors through blended finance
solutions

197. Recommended Target SDGs: The Inclusive Business Sustainable Supply Chain
Program is recommended for agriculture sector IBs and can be expanded to other industries
where there is a presence of IBs and SEs within the same value chains. It also encourages multi-
stakeholder collaboration as part of the partnership. The SDG focus is 1,2,8,10,17.

Figure 23: SDG Focus for Solution 2: Building Sustainable Supply Chains with Inclusive
Businesses
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C. Solution 3: Sustainability Bond for Women’s Empowerment
Gap Addressed: Limited Innovative Financial Mechanisms
Overview

198. Sustainability Bonds (SBs) are innovative blended finance instruments that effectively
mobilize large-scale private sector capital for development and can be listed on a stock exchange.
Sustainability Bonds are debt securities that pool together a group of underlying borrowers,
depending on their financial needs, repayment abilities, risk profiles and impact potential. This
basket can include SEs that improve the impact profile of the portfolio, along with larger MFls that
reduce the risk of the portfolio. Sustainability Bonds are replicable instruments that can be
structured and designed around different themes — depending on the target beneficiary (low
income women, at-risk youth, among others) — or sector (energy, health, agriculture, among
others).

Structure of the Sustainability Bond (SB)

199. This section provides a brief overview of the bond mechanism [Figure 24] and how SBs
coalesce diverse stakeholders from both the public and private sectors to create an innovative
new instrument that effectively unlocks private capital and redirects it towards achieving
development outcomes. The figure below illustrates the bond structure, which consists of key
components discussed below.
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Figure 24: Sustainability Bond Structure
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The first step is for the Impact Investment Intermediary, the promoter of the bond,
to structure the bond by designing the mechanism and key risk mitigation factors,
developing the pipeline of underlying borrowers, and coalescing partners (banking,
legal, academic, measurement, and evaluation, etc.).

Simultaneously, the Investment Bank Partner provides strategic input on the
product based on investor preferences, including bond size, coupon rate, and
maturity, among other key security features. The investment bank also takes the
responsibility of bond placement (unless the impact investment intermediary has a
license to sell securities) and sells the bond to investors.

To mitigate social risk, M&E experts conduct preliminary screening on potential
underlying borrowers to measure and project impact before they are selected.
Ongoing monitoring and evaluation, as well as regular reporting of impact, will also
be done to ensure transparency of results.

The Guarantor (government, donor agency or foundation) provides added risk
mitigation by guaranteeing either whole or part of the bond. There is a trade-off
between the coupon rate that can be offered to investors and the amount of the
portfolio that can be covered by the guarantee. A ceiling can be applied to reduce
the total cost of the guarantee and protect only the riskiest assets in the portfolio.

Bondholders (accredited investors) purchase the bond, which is issued by the
Special Purpose Vehicle (SPV).

The amount raised is lent by the SPV to the pre-selected group of underlying

borrowers — SEs. Over the life of the bond, the SEs use this capital to magnify their
impact and scale their operations.
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The bond is listed on a stock exchange to provide secondary liquidity. This entails
regular reporting from a financial (risk-return) perspective to ensure transparency
of results. SBs should also undergo ongoing monitoring and evaluation of impact
metrics. The bondholders may trade the bond on the stock exchange during the
life of the bond, if either the impact or the financial returns do not meet expectations,
among other potential reasons. This layer of secondary liquidity provides an exit
option and added comfort to the investor.

The SEs pay back the SPV the principal amount borrowed plus interest over the
life of the bond. Part of the interest earned from SEs is held back to build up a Debt
Service Reserve Account (DSRA) that acts as an inbuilt cushion or first-loss
reserve account. If one of the borrowers defaults, the guarantee, and the DSRA
protect the investors up to a certain extent.

The bondholders are paid a coupon on a semi-annual basis and are repaid the
principal amount at bond maturity. They also receive regular updates on the bond’s
performance on both financial and social criteria.

Upon bond maturity, if there is any unutilized amount left as part of the DSRA, the
amount is split evenly between the bondholders (as a reward for taking on the risk)
and the impact investment intermediary (as a reward for conducting a sound due
diligence).

Case Example
Sustainability Bond: Women'’s Livelihood Bond 1

In 2017, 11X launched the Women'’s Livelihood Bond (WLB) which was the first in the series of
[IX Sustainability Bonds™. The Bond was the world’s first impact investing instrument listed on
a stock exchange (the Singapore Exchange) and quoted on Bloomberg — making history as the
first listed financial security in the history of capital markets that puts women front and center.
Key highlights of the Bond include:

The WLB1 impacts the lives of over 385,000 women in Southeast Asia by
transitioning them to sustainable livelihoods, driving forward SDG 5, 8, 10 and 17.
The WLB1 mobilized USD8 million offering a coupon of ~5.65% coupon over a 4-
year tenor.

The WLB1 had a 50% guarantee from USAID, subsidized by Australian DFAT, and
USDS500K in first loss capital from I11X.

The WLB1 was a multi-country instrument the supported a pool of underlying
borrowers (MFIs and SEs) from Cambaodia, the Philippines and Vietnam.

The WLB1 successfully brought together key actors from the public, private, and
philanthropic sectors across the globe (Figure 25)
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Figure 25: Key Partners for the IIX Women’s Livelihood Bond
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Impact stories from WLB1

Mary, 52, has been an active borrower with Negros Women for
Tomorrow Foundation (NWTF) for the past 6 years since she was first
approached by an NWTF loan officer. Her loans have enabled her to
scale up her eggroll business as well introduce basic sanitation to her
household through installing toilets. She values the benefits and
insurance provided by NWTF and would recommend it to her friends
and neighbors. SDGs Impacted: 1,3,5,8

Customizing the Bond for the Philippines

200. The Sustainability Bond can be customized for the Philippines by:

o Widening the portfolio of underlying borrowers to include inclusive
businesses: The proceeds of the bond can be used to bring more SEs into the
supply chain of these larger entities and to deepen the impact on underserved
women either by creating sustainable livelihoods or by providing them with access
to affordable goods and services.

o Selling the Bond to retail investors and Filipino diaspora through a
Multilateral Bank: If the Bond is sold by a multilateral bank such as ADB, then it
can also be sold to retail investors — particularly Filipino diaspora that cannot
otherwise participate in these high-impact transactions. This would entail ADB
buying either a part of or the entire issuance and then selling it as a triple AAA
rated security back-to-back in the public market.
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201.

202.

203.

Stakeholders Engaged

a.

b.

C.

Private Sector Actors:

Investors: The Bond can attract capital from traditional private sector
accredited investors including High Net Worth Individuals, Family Offices,
Institutional Investors, Funds, among others. As mentioned above, with the
involvement of a Multilateral Bank such as ADB, the pool of potential
investors can be expanded to retail investors and Filipino diaspora.
Banks, Law Firms, Auditors and Rating Agencies: A range of private sector
actors can be engaged to serve as implementation partners and use their
skills to support the bond placement, preparation of legal documents,
financial audit and credit rating process.

Public Sector Actors:

Guarantee Partners: Multilateral Banks such as ADB and Credit Guarantee
and Investment Facility (CGIF) are well positioned to guarantee these
bonds in order to de-risk the mechanism and give private sector investors
an additional layer of comfort to participate in the issuance. Alternatively,
donor agencies can also provide a partial guarantee as seen with the WLB
series which benefits from a 50% pari passu guarantee from USAID that
has been subsidized by Australian DFAT.

Philanthropic Actors:

Foundations: As mentioned in Section 4, one of the key barriers to
developing innovative financial structures are the high upfront and ongoing
resources required by intermediaries to design, structure and monitor these
mechanisms. Foundations can play a catalytic role by covering the costs
of: (i) feasibility studies; (ii) structuring and placing the bonds; and (iii)
ongoing impact measurement and reporting. Additionally, foundations can
provide catalytic first loss capital as an additional credit enhancement
feature that will incentivize more private sector investors to participate in
the issuance, which would not traditionally have done so. This will allow
them to leverage their grant funding to unlock up to ten times more
investments from traditional investors, thereby magnifying the impact on
end beneficiaries multiple times over.

Anticipated Outcomes

Building partnerships with public and private sector actors through blended finance solutions
Driving gender equality and investing in women’s empowerment

Recommended Target SDGs: While the program can benefit a wide variety of SEs, the
recommended focus is women’s empowerment, as is the case with the WLB series. It is also
possible to include other sectors in the portfolio, particularly areas where inclusive businesses
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operate. This could include agriculture and fisheries, healthcare or clean technology. As such, the
Sustainability Bond could advance a range of SDGs including SDG 2, 3, 5, 7, 8, 9, 10, 13, 14, 17.

Figure 26: SDG Focus for Solution 3: Sustainability Bond for Women’s Empowerment
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D. Solution 4: Buffer Fund for Catastrophe Resilience
Gap Addressed: Limited Innovative Finance Mechanisms
Overview

204. The Philippines has the highest vulnerability to natural hazards in Southeast Asia due to
its geographic position. The country ranks 169™ out of 173 countries on the World Risk Index for
natural disaster risk. The country is frequented by an average of 20 tropical cyclones annually,
causing heavy rains, flooding of large areas and mudslides.?*® This not only causes heavy
casualties to human life and tolls on businesses, but also destruction to property and crops, which
threatens the nation’s food security.?%4

205. Although the early warning systems (EWS) are improving, the damage to agriculture and
infrastructure is still pervasive. Between 2010 and 2015, the cost of damage in agriculture and
infrastructure reached USD3.1 billion.2% With only USD1.8 billion set aside by the government
under the Local Disaster Risk Reduction and Management Fund (LDRRMF), the fund falls short
of covering the cost of damage from natural disasters.

The Buffer Fund for Catastrophe Resilience to provide funding for disaster victims

206. One blended finance approach to addressing this funding gap is a Buffer Fund for
Catastrophe Resilience (BFCR). The fund mechanism is illustrated in Figure 27 and draws from
government as well as donor funding to provide disaster relief to victims — funds are to be
disbursed by pre-screened MFIs, which function as a type of SE and themselves channel funds
to other SEs.

203 pAGASA State Weather Bureau, https://www.rappler.com/move-ph/issues/disasters/126001-typhoons-enter-
philippines-fast-facts. Accessed 9 October 2018.

204 United Nations University Institute for Environment and Human Security (UNU-EHS). World Risk Index. 2016

205 National Disaster Risk Reduction and Management Council. http://www.ndrrmc.gov.ph/. Accessed 1 October
2018.
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Figure 27: BFCR Overview
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a. Government agencies with a mandate to support disaster relief and resilience
provide the upfront funding to an intermediary to structure, set up and run the
Buffer Fund.

b. Donor agencies will provide the capital for the buffer fund, tentatively USD50
million (to be determined during the fund structuring phase).

C. The funds would be disbursed through MFIs during the aftermath of a disaster to

farmers who suffer from losses and effectively insulates them from the shock of
high-cost damage.

d. The farmers will then repay the loans over time after recovering from the disaster.
The expected repayment rate may vary, but MFIs will be fully backed by the buffer
fund, thereby allowing them to lend to farmers without collateral and at affordable
interest rates.

e. The long-term goal will be for the Fund to be able to sustain itself based on
repayments; however, the upfront pool of capital from donors will be essential
before the fund can run on its own.

207. The BFCR also can be structured with a component allocated for prevention of losses as
well as an alternative to the broader weather-based insurance program to provide help post-
disaster. Farmers may seek advancements from the buffer fund to cover the cost of preventive
measures and damages from natural disaster. Prevention examples include financing for flood-
resilient farming tools and infrastructure, while post-disaster help includes immediate survival
needs and the rehabilitation of farmers’ livelihood.

208. The BFCR will augment other catastrophe instruments in the market. In the Philippines,
while catastrophe bonds have been proposed in the past, it has not made it to market due to
political and structural issues. Instead, the country has settled on a catastrophe swap solution
that can provide quicker access to disaster capital immediately after a disaster occurs. The
Philippines obtained a catastrophe risk parametric insurance policy — payments upon the
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occurrence of a trigger event — with an annual coverage of USD206 million from government
assets against earthquakes and severe typhoons for 25 provinces.?%

209. Stakeholders Engaged

Government: Existing agencies within the Philippine government who have
funding either for disaster relief or for MFIs can provide the upfront capital to set
up the fund. The funding could also be taken from the amount allocated for disaster
recovery.

Donor agencies: Donors that are active in the country such as USAID, JICA and
DFAT could provide the pool of capital for the buffer fund. The total targeted fund
size for the initial round could start at USD50 million and expand as the program
proves to be effective

MFIls: MFIs as a type of SE, play a critical role to help disburse the funds on the
ground to farmers. They are incentivized to participate despite a lower expected
repayment rate given that they will be fully backed by the buffer fund guarantee
mechanism.

210. Anticipated Outcomes

Building partnerships with public and private sector actors through blended
finance solutions

211. Recommended Target SDGs: The BFCR will serve primarily the agricultural sectors and
focus on farmers as the primary beneficiaries. Geographically, the BFCR will target areas most
vulnerable to natural disasters and bring in players from the public and private sectors. It will
impact SDGs 2,3,13,17

Figure 28: SDG Focus for Solution 4: Buffer Fund for Catastrophe Resilience
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E. Solution 5: Knowledge Sharing Institute

Gap Addressed: Knowledge Gap

Overview

212. A Knowledge Sharing Institute is recommended to bring together multisector players to
further the understanding of SEs, partnership opportunities, and their potential to aid development.

206 World Bank, Parametric Catastrophe Insurance Pool.
http://pubdocs.worldbank.org/en/449941523545801796/case-study-financial-products-Phillippines-2018-
parametric-catastrophe-insurance-pool-8-15-2018.pdf
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The Institute should take a two-pronged approach to knowledge sharing: (i) Arm 1 — Online and
Offline Training Modules for Ecosystem Actors; and (i) Arm 2 — Thought Leadership Research.

Arm 1: Online and Offline Training Modules for Ecosystem Actors

213. The Knowledge Sharing Institute should carry a wide variety of training for a diverse
audience of participants across all of the stakeholder groups as shown below. The modes of
training can include two main channels: (i) online webinar-based modules - to achieve a scalable
and cost-effective format for individuals; and (ii) an in person immersive learning channel for
organizations that require more structured support — particularly governments, corporates or
foundations. To ensure maximum distribution of the training for a diverse audience, having
different pricing tiers and flexibility on timing is important given the limited time and resources of
social entrepreneurs and ecosystem players to attend the training. Figure 29 below depicts the
target audience of the Knowledge Sharing Institute, and the different modes of learning and
teaching tools that could be used to achieve learning objectives.

Figure 29: Knowledge Sharing Institute Audience and Offerings
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Certificate Program

214. A certificate program contains many modules over several weeks or months and covers
the different aspects of the SE ecosystem. Such a program is meant to be a more in-depth
learning opportunity to develop a foundational understanding of SEs, the ecosystem and all of the
different SE needs across different stages of growth. These programs are ideal for training high-
level executives on how to engage with the SE ecosystem from within their organizations.
Recommended course topics include:

History and Overview of SEs

SE Ecosystem, Players and Roles
Impact Investing Key Trends
Policy Environment for SEs
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. SE Operations and Pitfalls

. Achieving Financial Sustainability

. Impact Measurement Methodologies

o SE Partnerships with Inclusive Businesses

. Commercialization / Monetization

. Raising Capital for SEs

o Sector Specific Modules (Agriculture, Health, Energy, etc.)

o SEs and the UN SDGs.
Arm 2: Thought Leadership Research

215. The SE Knowledge Sharing Institute should also be at the forefront of research on the
latest trends and topics about SEs in the Philippines and regionally. Currently, there are already
some publications regarding SEs in the Philippines. However, they rarely go into depth on any
particular topic or sector. The research to be conducted should build the knowledge base on
specific sectors and innovative SE models, or partnerships and case studies that can be used to
influence the development of a more vibrant ecosystem. The institute can also develop research
on innovations globally that can be applied to SEs in the Philippines to stimulate local innovation.
It will be imperative for the Thought Leadership Research Arm to either reside within an existing
Filipino university or to partner with multiple universities to draw on a range of expertise.
Recommended research topics to be explored include:

e  Fostering Partnerships between Filipino SEs and Inclusive Businesses

e  Sector Briefs on the Role of Filipino SEs in (i) Sustainable Fisheries; (ii) Climate
Action; (iii) Agriculture

¢ |nnovative Financial Mechanisms to Support Gender Lens Investing in the Philippines

e Leveraging Technology to Catalyze Social Progress and Economic Growth in the
Philippines.

216. Stakeholders Engaged

. Government Agencies, Donor Agencies or Foundations provide the upfront
grant funding required to set up the SE Knowledge Sharing Institute — for example,
if the BOI wants to spur closer collaboration between IBs and SEs as part of their
inclusive business fund, they could work with DTI to develop an institute to house
all of the business intelligence and knowledge needed and to facilitate the
connections and workshops described earlier in the chapter

o Civil Society — Academia - The Knowledge Sharing Institute augments existing
university programs by extending education to experienced professionals. As such,
there may be multiple points of collaboration with the university programs including
joint research, studies, and projects with universities such as AIM, Ateneo, La Salle,
and Bayan Academy.

° Intermediaries and social entrepreneurs can be leveraged to teach specific
modules as well as discuss their experiences and lessons learned as part of
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knowledge sharing events and panels. Intermediaries can play a big role in the
execution and operations of the institute.

217. Anticipated Outcomes

. Enable SEs to achieve scale and work with larger ecosystem actors

218. Recommended Target SDGs: The Knowledge Sharing Institute helps to bring ecosystem
players together and also fosters cross sector collaboration. Based on the research and
collaboration, the institute should also advance innovation in the SE ecosystem. As such, SDGs
9 and 17 are the primary focus for the institute.

Figure 30: SDG Focus for Solution 5: Knowledge Sharing Institute
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F. Solution 6: Advisory for Ecosystem Actors by Intermediaries
Gap Addressed: Knowledge Gap
Overview

219. Advisory services are gaining traction in the impact investing sector with multiple
consulting firms entering the space and SE landscape. However, there is a lack of advisory
services provided by intermediaries doing the work on the ground. The advantages of working
with impact investing intermediaries as opposed to traditional consulting firms are three-fold:

a. Intermediaries are typically involved with implementing programs on the ground or
developing products to fund or otherwise support SEs. This practical experience
can be drawn upon to develop solutions that reflect a deeper understanding of
what feasibly works and what doesn’t. Consulting firms typically do not execute the
advice they provide which also limits their ability to learn from failure, innovate to
improve existing interventions or bring lessons learned from past projects.

b. Intermediaries are closer to the end beneficiaries and have access to primary data
that is critical to decision making; consultants typically need to source their data
from these intermediaries, thereby creating an extra layer of costs and other
resources that need to be mobilized for the same project. This often results in
misinterpreted data and inaccurate figures that can damage the growth of the
ecosystem significantly.

C. Intermediaries who have a track record in innovative finance, blended finance or
capital raise are better positioned to guide ecosystem actors on: (i) how to use
existing capital more effectively; and (ii) how to unlock new sources of capital from
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investors with whom they have direct relationships. Consulting firms typically lack
the direct relationship with investors and are unable to recommend innovative
structures that will meet risk-return-impact expectations.

220. The advisory services by intermediaries could cover a wide range of ecosystem actors
and services as outlined below:

Figure 31: Advisory Services for Ecosystem Actors
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Customized Advisory services for the Philippines

221. While a wide variety of ecosystem actors could benefit from advisory services, 11X
recommends focusing on three main groups over the next five years:

222. Inclusive Businesses looking to go beyond ESG: Intermediaries can guide inclusive
businesses on how to effectively go beyond traditional Environmental, Social and Governance
indicators to create more scalable and catalytic impact on end beneficiaries. They can help the
IBs to create sustainable and replicable SE models or IB projects and scale them to meet the
demand of the business. These services could complement some of the aforementioned solutions
such as sourcing from SEs that work in the same supply chain or participating in innovative
financial structures such as the Sustainability Bond to impact low-income women.

a. Intermediaries should have expertise in working with SEs at various stages of
growth
b. Intermediaries should have a track record of developing innovative financial

mechanisms or replicable SE models that can scale to meet the demand of an IB.

223. Corporate CSR programs looking to evolve from ad-hoc to strategic CSR:
Intermediaries can guide corporates on how to transition from ad-hoc CSR to more effective
programs that align with the firm’s expertise and the needs of SEs. For instance, this could include
creating a strategy for a large bank that issues Green Bonds to use their CSR funding to support
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the technical assistance for clean energy enterprises. These initiatives can create more scalable
and sustainable impact due to the shared value created for all stakeholders involved.

a. Intermediaries should have expertise in the sectors most relevant to the corporate
client

b. Intermediaries should have a track record supporting skills-based volunteering
programs

224.  Multilateral Banks and Donor Agencies looking to build a gender lens: There is an
increasing focus on gender-lens investing programs and mandates for multilateral banks and
donor agencies in the region. This is a critical opportunity to build pathways of growth for SEs that
are led by or benefit women through their operations. Intermediaries can play an advisory role to
create strategic frameworks to allocate capital effectively and assist with the gender-lens analysis
of the impact on end beneficiaries.

a. Intermediaries should have expertise in gender-lens investing and gender-lens
analysis

b. Intermediaries should have gender-inclusive practices themselves (e.g.: women in
management)

225. Stakeholders Engaged

a. Service Providers — Intermediaries: As discussed above, it is beneficial to have
impact investing intermediaries providing advisory services to ecosystem actors
that are interested in catalyzing and participating in the SE ecosystem.

b. Suggested Stakeholders - Inclusive Businesses, Corporates, Multilateral
Banks and Donor Agencies: As mentioned above, while advisory services can
benefit a wide range of ecosystem actors, the aforementioned four groups have
been identified as most critical in the five-year time-frame.

226. Anticipated Outcomes

a. Driving gender equality and investing in women’s empowerment

b. Building partnerships with public and private sector actors through blended finance
solutions

C. Enabling SEs to achieve scale and work with broader ecosystem actors.

227. Recommended Target SDGs: The Advisory for ecosystem players helps to create an
understanding of key issues, and enable solutions across all sectors with a focus on agriculture,
gender and the environment. It also helps to build cross sector collaboration. As such, SDGs
2,5,13 and 17 are the primary focus for Advisory Services.

85



Figure 32: SDG Focus for Solution 6: Advisory for Ecosystem Actors by Intermediaries
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Source: Impact Investment Exchange (Asia)
G. Solution 7: Digital Impact Assessment for Gender Lens Initiatives

Gap Addressed: Data Gap
Overview

228. To date, the data gap in the Philippines is exacerbated by the limited use of technology to
give beneficiaries a voice in the solutions. As such, simply allocating larger amounts of funding
towards sustainable development does not translate into improving social or environmental
outcomes on the ground. The problem is most critical for gender lens programs which intend to
drive women’s empowerment, lower income inequality and build more resilient communities
through maternal health, girls’ education and financial inclusion of female clients. However, limited
transparency of information, manual data collection methods and weak understanding of gender-
lens analysis have several drawbacks which include limited scale, enhanced subjectivity and
increased key resources such as time and cost.

229. A Digital Impact Assessment tool can address these challenges, designed specifically to
measure social outcomes on female and underserved beneficiaries. The digital impact
assessment solution consists of two parts: i) the digital impact assessment using mobile
technology to collect data, a back-end algorithm to assess the impact, and a framework to assign
a ‘gender-impact score’; and ii) the rewards system which will incentivize self-reporting and
participation, and scaling of the impact assessment; this could include the use of blockchain or
other advanced technologies to support the impact verification and to ensure users receive a
redeemable reward for their efforts. It will be imperative to create a user-friendly technology that
is equipped to capture data from any woman with access to a mobile app or digital literacy center.

230. Figure 33 provides an overview of how the tool will help establish an impact economy with
women’s empowerment front and center of the solution:
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Figure 33: Digital Impact Assessment Tool Workflow to Create a Women-Focused Impact
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231. The social benefits of this digital tool are multi-fold:

a.

Allow the people, particularly women and girls, most impacted by programs to have
a voice in defining and evaluating the success of a program. There is an
opportunity to include the voices of everyone in the value chain, including
beneficiaries, suppliers, employees, and customers.

Leverage the use of technology to automate the data collection and impact
assessment process which is currently resource intensive. This will not only
enhance the transparency of social outcomes but will also improve the scalability
and cost effectiveness of the process.

Create a robust database of real time information that can be used by a wide range
of ecosystem actors to bring women to the forefront of the sustainable
development agenda by assessing the ripple effect of empowering women on their
families, the broader community and the economy.

Seamlessly connect investors directly with the beneficiaries of their investments,
enabling investors to shape the Philippines as a democratic and women-
empowering economy. This will be a key tool to unlock additional capital from
private sector actors for women-focused SEs and inclusive businesses.

232. Stakeholders Engaged

While the tool will need to be built by an intermediary with expertise in impact
measurement and a gender-lens approach, the tool will engage multiple other ecosystem actors:

a.

Multilateral Banks: The tool will aid multilateral banks who are looking to invest
in women at a larger scale, to allocate internal resources more strategically, to
articulate (and verify) their impact on end beneficiaries, and to secure additional
funding for successful initiatives in order to magnify their impact.
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233.

234.

Donor Agencies: The tool will equip donor agencies with real time, verified data
that can inform new gender lens initiatives or validate the successes of their current
programs. Donor agencies that have indicated an interest in gender lens investing
include DFAT, GAC, USAID, JICA, and SIDA.

SEs, MFIs, and NGOs: The tool will benefit SEs, MFIs and even NGOs that are
looking to capture their impact on women, assign a value to their work and validate
the results through a trusted third party in order to unlock more funding (investment
or grants) and improve their own interventions.

Local technology firms: The tool will need to be built with support from a local
technology firm that is familiar with the target population in the Philippines; this will
allow for local IT firms of all sizes to participate more effectively in the sustainable
development landscape.

Impact Investors and Corporates: Finally, private sector actors looking to invest
in women’s empowerment either as a part of their portfolio or to simply create more
gender inclusive programs in their companies can use this tool to go beyond
traditional ESG and truly assess their impact on women.

Anticipated Outcomes

Driving gender equality and investing in women’s empowerment

Recommended Target SDGs: While the digital impact assessment tool can benefit a

wide variety of impact assessment initiatives, the recommended focus for the next five years is
developing a tool to measure women’s empowerment and support gender lens analysis. As such,
the tool will play a pivotal role in both advancing and tracking the progress in the Philippines for
SDG 5: Gender Equality and SDG 9: Innovation and Infrastructure, while addressing the
challenges in data collection and measurement discussed in Section 1. Over the five years, the
tool can be refined to include other sectors that are closely linked with women such as healthcare,
water, and agriculture.

Figure 34: SDG Focus for Solution 7: Digital Impact Assessment for Gender Lens

Initiatives
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Source: Impact Investment Exchange (Asia)
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H. Solution 8: Data Analytics for Impact
Gap Addressed: Data Gap
Overview

235. Improving the quality and collection of data about SEs and the impact they are making in
communities and specific sectors would be a powerful tool to assist with the understanding of
specific SE needs, contributions, and their potential to integrate into government programs and
corporate supply chains. It would also enable investors to make more informed decisions that are
aligned with their risk-return-impact preferences. In order to address this data gap, there is a need
to go one step beyond data collection for research and monitoring, to data analysis. Analyzing
information will enable improved decision-making when evaluating investments. Data analytics
should focus on two things over the next five years: (i) creating decision-making tools for policy
makers to build transparency and shape future budgets/programs; (ii) multilevel and sector risk-
return-impact analytics for investors to better allocate their capital and unlock larger investments
into the SE landscape.

Data Analytics for Policy makers to understand, track and direct programs and funding

236. Based on interviews with senior government officials, one challenge they face is
estimating the gap in the targets for the SDG and then determining the funding needed to meet
the targets. Once the gap has been identified, another challenge will be to measure the progress
against those gaps. Impact analytics tools can help to provide the needed transparency and a
view of what parts of the SDGs and the PDP targets are being addressed by each sector. It can
also provide a view of where remaining gaps are and inform program and funding decisions to
cover those gaps.

237. One potential application of data analytics for government programs is the Board of
Investment’s initiative to launch a fund for IBs as mentioned in Section 3. The fund is a multi-
stakeholder initiative which will secure funding from corporates and other investors in a structure
to be managed by the PBSP. The capital will be used for capacity building for communities and
investments into IB programs. Leveraging data analytics to track the progress programs under
the fund would be a way to create transparency for the government, IBs and community-based
co-ops that they are impacting. It can also enable decision making for the allocation of funding to
increase the effectiveness of the program.

Data analytics can also contribute to greater multi stakeholder collaboration. Academia can
partner with government agencies and intermediaries to obtain the latest data in the market for
research and analysis. Based on the analysis, they can determine the implications and learnings
based on historical programs.

Multilevel and sector risk-return-impact analytics

238. Investors typically look at either financial or social returns independently as part of their
decision-making process. It is rare to have information on deals that look at risk return and impact
together. The importance of this integrated view is that investors are equipped with better
benchmarks to assess their investment options and can build stronger portfolios that meet their
mandates and align on the important investment decisions of risk-return-impact.

Data Analytics leverages a database platform which allows investors to screen for and make
investment recommendations based on their risk-return-impact preferences. It harnesses big data
to blend social and environmental information and unlock investment capital via an algorithm
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based on risk-return-impact parameters. This allows users to analyze investments in different
parts of the value chain, various sectors and geographies to find opportunities that most aligns to
their needs.

239. Data Analytics allows for multilevel analysis with different perspectives: (i) value chain
analysis; (ii) country/regional analysis; (iii) risk-return-impact analysis as shown in the figure below.
The outputs from the analysis is a wide range of data which empowers decision making.

Figure 35: Key Analysis of existing Gaps and Results
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Harnessing Big Data to Address Systemic Information Gaps

240. Data Analytics harnesses big data to blend social and environmental information and
unlock investment capital via an algorithm based on risk-return-impact parameters with the
following objectives:

a. Bring three-dimensionality (risk-return-impact) to traditional two-dimensional
investment data sets (risk-return)

b. Provide a basis for capital/asset allocation and inform decision-making.

C. Aggregate information at the value-chain, sector and country level to facilitate
benchmarking

d. Homogenize data to facilitate standardization and bring added transparency to the
impact investing space

e. Take a forward-looking approach using past performance to extrapolate market
trends.

241. The Risk-Return-Impact Framework depicted below allows the investor to determine their
thresholds for each criterion to identify the range of investments that suit their needs.
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Figure 36: Risk-Return-Impact Analytics Framework
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242. The data analytics tool can be applied across all areas and sectors and can be customized
to fit all investment mandates and scopes. Some of the topics of focus are women’s empowerment,
poverty alleviation, climate resilience, livelihoods, fisheries, clean energy, agriculture, healthcare,
education, and water and sanitation.?%’

De-risking mechanisms

243. De-risking mechanisms can also be introduced to incentivize investors to accept a lower
financial return by lowering the risk via a series of mechanisms. This will enable the same level
of impact to be generated for lower returns to the investors. Such mechanisms are typically funded
by governments, foundations or philanthropic investors. The figure below shows how leveraging
de-risking mechanisms can help to lower the risk while maintaining a similar level of impact for an
investment.

Case Example
Women’s Livelihood Bond 1: De-risking mechanisms

For the WLB, IIX implemented several de-risking mechanisms which allowed the bond to be
oversubscribed by investors. These mechanisms were the Guarantee Mechanism and the First
Loss Capital.

Guarantee Mechanism: IIX factored in a guarantee mechanism and a debt service reserve
account (DSRA) to provide investors with protection. USAID provided a 50% pari passu
guarantee, with the Australian Department of Foreign Affairs and Trade (DFAT) subsidizing
USAID’s guarantee. Using funds from donors and governments to provide additional financial

207 11X used the above analysis to assess the risk-return-impact of 12 SEs in the Philippines to develop the pipeline of
3 borrowers for the USD8 million WLB 1. Given the success of the bond, and the demand for such innovative
products by investors, 11X is currently developing the next WLB - a USD100 million bond to be raised for high
impact SEs & MFIs across Asia-Pacific. The WLB example proves that better data analysis can move large scale
capital, grow the SE sector, and overcome the biggest barrier to SE growth — access to capital.
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security allowed the WLB to unlock capital for SEs that otherwise struggle to tap into capital
markets. The guarantee mechanism was designed to leverage multiple times more funding from
investors.

First Loss Capital: 11X and its banking partners received input from investors who indicated a
strong preference for including an additional layer of first loss capital to further de-risk the security
— 11X put in USD500,000 of its own capital in the form of a subordinated loan to address this
requirement. Future issuances will benefit greatly from the time invested in documenting these
nuances and creating models that can be easily replicated.

The de-risking mechanisms epitomize an ideal way to use grant or philanthropic capital that
effectively unlocks new sources of funding, enables participation from new mainstream
participants and allows for the creation of impact at scale.

244. Stakeholders Addressed

. Governments, multilateral banks and organizations: can advocate for
embedding impact analytics into assessments of their programs and initiatives.
Through organizations like NEDA which is responsible for tracking and financing
the SDGs, data analytics could be a powerful multiplier for a small team with limited
resources but a large scope.

. Investors can leverage data analytics as a core tool used during their investment
analysis process. They can also engage intermediaries to provide an external
assessment. Consideration of risk-return-impact for all investments will help to
drive closer alignment of investments to their goals.

245. Anticipated Outcomes

o Enabling SEs to achieve scale and work with broader ecosystem actors

246. Recommended Target SDGs: Data analytics has the potential to impact many of the
SDGs. Specifically, in the Philippines, there is an opportunity to measure and analyze data on
sustainable peace in post conflict regions like ARMM. Better data analysis could help enable the
development of solutions for the economic recovery of the region. Data analytics also helps to
facilitate transparency, which in turn helps to build trust and foster partnerships for the SDGs.
Recommended SDGs of focus are 8,16,17.

Figure 37: SDG Focus for Solution 8: Data Analytics for Impact
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Summary

247. SEs have tremendous potential to address the challenges exacerbating poverty and
inequality in the Philippines and to help drive more inclusive growth across the country. Given the
diversity of ways in which the current SE ecosystem can be improved, the Social
Entrepreneurship Roadmap is designed to serve as a decision-making tool to leverage those
solutions which are actionable and can catalyze the SE space at a greater pace and scale.

248. Strategically, SEs must achieve scale and work with larger ecosystem actors if they are
to make an impact in the national and sustainable development goals. They will benefit from a
revolving credit facility that provides upfront funding for customized investment readiness services,
which in turn addresses their different stages of growth, connects them to investors, and supports
in raising capital. As SEs grow, there is an opportunity to scale their business and impact further
through an Inclusive Business Sustainable Supply Chain program that facilitates their integration
into IB supply chains. Beyond SEs, a Knowledge Sharing Institute and an Advisory would provide
structured support to governments, corporates, foundations, IBs, multilateral banks and donors
to be more effective stakeholders in the ecosystem and make informed decisions with regards to
SEs. These solutions build a robust pipeline of high-impact, financially sustainable SEs, while
aligning and mobilizing private sector actors to the goals of sustainable development.

249. Public and private sector actors can be further mobilized through innovative blended
finance instruments that engage investors at the right scale and risk profile to unlock large-scale
capital. Sustainability bonds bring together intermediaries and other private sector actors to
develop the bond and source for SEs; the government, donor agencies or foundations to provide
risk mitigation; and investors to infuse capital into high-impact SEs. Furthermore, through
multilateral banks such as ADB, the Philippine government can tap into the immense resources
of the Filipino diaspora. Innovative finance can also help to cover fund shortfalls in areas such as
catastrophe resilience through a Buffer Fund, which brings together government agencies, donor
agencies, and MFIs into the development equation in a collaborative manner.

250. Finally, in order to align SE growth with global and multilateral development goals to drive
greater gender equality and invest in women’s empowerment, solutions to strengthening the SE
ecosystem should embed a gender-lens approach. Data-driven analytics, impact measurements
and digital impact assessments will enable the Philippine government to put women at the center
of their work in advancing the SDGs.

Long Term Solutions

251. Given that the SEs in the Philippines are at a nascent stage of development, the solutions
mentioned above are ones that support their most urgent needs and can be implemented in the
short to medium term — within the next 5 years. The longer-term strategy should cover SEs for
the next phase of maturity and could entail formally recognizing SEs within a legal framework and
potentially providing targeted support such as tax regulations and incentives. However, these
changes take time and there needs to be a sufficient level of market development and maturity
for such changes to be effective. In the meantime, market-based solutions have the potential to
galvanize stakeholder participation in innovative and strategic ways that will drive the growth of
SEs in the near-term. It is therefore important to remain focused on the largest and most critical
barriers to developing the SE ecosystem in the short to medium term.
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Risks and Mitigating Measures

252.  While implementing the solutions described above, each of the ecosystem players will be
exposed to different risks. These risks can be addressed by proactive identification, analysis and
implementing mitigating measures. The residual risks that remain will need to be managed or
avoided by changing the plans for the intervention.

253. Risk is the potential of losing something of value. Values (such as financial wealth,
emotional well-being or physical health) can be gained or lost when taking risk resulting from a
given action, activity and/or inaction, foreseen or unforeseen. Risk can also be defined as the
intentional interaction with uncertainty. Uncertainty is a potential, unpredictable, unmeasurable
and uncontrollable outcome; risk is a consequence of action taken in spite of uncertainty. For
traditional companies and commercial investors, there are different types of risk that impact
business and investment decisions. Prominent risks are outlined below:

Ecosystem Level Risks

254. There are inherent risks to building the social entrepreneurship ecosystem for all
stakeholders involved. Each stakeholder group will deal with different risks as shown in the table
below. With each risk there are also mitigating measures the ecosystem player can take to
mitigate or minimize the impacts of the risks.

Table 5: Risks and Mitigating Measures

Ecosystem Risk Mitigating Measure
Player
Public Regulatory Risk: Unintended Ensure there is alignment on the definition
consequences of laws - SE bill | of SEs and the effects of any legislation
passes and many organizations | prior to passing. Pass sector or
that do not drive impact attempt | geographic specific legislation or
to take advantage of the legislation with specific benefits that are
benefits limited in scope to enable control and to
ensure the most vulnerable groups are
beneficiaries
Public Regulatory Risk: Government | Convene an expert advisory panel to
agencies do not have a advise the government on SEs, who they
thorough understanding of SEs | are and what they are about
Leverage expert advisors for specific
topics prior to making decisions on SEs
Corporate Legal Risk: Violation of fair Conduct randomized audits of programs
trade and labor policies - intermittently
Corporates that work with Provide regular training on fair trade and
farmers in the value chain, ethical practices
however, do not follow fair trade
practices and labor laws
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loose capital or cannot exit due
to poor investment readiness

Corporate Brand / Social Risk: Exposure | Work with farming communities via
of the brand due to negative intermediaries and NGOs who have
externalities of any programs visibility and awareness on the ground
sponsored

Investors Financial Risks: Investors Conduct proper due diligence and spend

up front capital for investment readiness
prior to investment

Leverage the risk-return-impact
framework when considering investment
decisions and integrate guarantees to
reduce the risk of products

Intermediaries

Impact Risk: Incubators may
graduate a high number of
enterprises however the actual
impact is limited with little to no
lasting change

Implement impact measurement tools to
track the progress of enterprises pre and
post-graduation to understand the
effectiveness of the program

Social
Enterprises

Industry Risk: Negative
perception of SEs and social
entrepreneurship

Foster a more inclusive culture for SEs by
organizing gatherings in the regions
outside of Metro Manila

Invite participants from all ecosystem
groups

Social
Enterprises

Social risks: Negative
consequences of SEs that were
originally intended to help
beneficiaries (social risks are
described in greater detail
below)

Monitor closely each program and
conduct regular interviews and focus
group sessions

Conduct randomized audits to ensure
there are no unintended consequences of
programs

Source: Impact Investment Exchange (Asia)

Social Risks associated with SEs

255.

This section outlines three of the prominent social risks and suggests potential risk

mitigation strategies around the same:

256.

Negative Externalities: While projecting the positive impact of SEs, investors and

intermediaries must be cognizant of the potential spill-over effect that their operations may have
on the surrounding environment or community that may cause negative impact, which are termed
as negative externalities. These externalities must be pre-empted, mitigated or removed all
together. Although the by-products of an entity’s activities vary from a case-by-case basis,
potential risks based on key stakeholders are:

a.

Employees: Potential issues that employees may be subjected to include
exploitative labor practices that are often heightened by asymmetric power
relationships that are highly prevalent in developing countries. The moral framing
of exploitation extends to a violation of human rights, gender-based wage
discrimination and non-conducive working conditions that pose safety or health
risks. Although these practices are against the mission of SEs, latent or hidden
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issues must be pre-empted and addressed by rigorously assessing not just the
direct workers and employees but also issues across the supply chain.

There is a strong business case for addressing these issues early using a proactive
and preventative strategy. In the immediate term, the company will be affected by
high turnover that negatively impacts productivity; in the medium term the entity
may run into issues with local authorities, face push-back form the local community
(thereby losing potential employee base) and result in loss of license to operate if
reformative measures are not taken; and in the long-term, the cumulative impact
of these externalities can put financial stability of the entity at risk.

b. Environment: Entities that have a high reliance on natural resources, produce
dangerous by-products and inefficiently manage their usage of energy and water
supply can have spill-over effects on the surrounding ecosystem. On a global level
this heightens the risks of issues such as climate change, and at a local level, this
could impact land-degradation and natural habitat loss. Both issues have a long-
term trickle-down effect on the community and can result in environmental liabilities
and regulatory risks that could have high cost implications on the organization.

c. Corporate Governance: The internal management team of any entity does not
operate in isolation — the entrepreneur/founder, executive management and board
of directors are accountable to other stakeholder groups besides shareholders
including beneficiaries/customers, employees and the broader supply chain, the
local community, and the environment. Transparency in management and
reporting and a strong code of ethics to guide internal policies and governance are
essential tenets that must be assessed to avoid conflict of interest, poor disclosure
on material information, unreasonable executive compensation levels and weak
board accountability.

Besides obvious litigation risks that could arise from discrepancies in corporate
governance, there is also a reputational risk that the brand faces — both factors
that could cost the organization massive financial losses. Although this has a low
probability for most SEs, the high cost involved in case an issue arises mandates
a rigorous focus on pre-identifying and addressing these risks.

257. There are many different types of risks that impact the ecosystem as a whole as well as
SEs at the enterprise level. Proactive identification, understanding and mitigation of these risks
are crucial to successfully building a vibrant SE ecosystem. When implementing interventions as
part of the roadmap, it is important to carefully consider all of the risk factors early on in the
planning phase before implementation.

VI. SUMMARY

258. Social entrepreneurship and SEs have tremendous potential to address the national
development gaps exacerbating poverty and inequality in the Philippines. The Roadmap for
Strengthening Social Entrepreneurship provides a strategic approach to addressing key barriers
to the growth of SEs, serve as a decision-making tool to leverage strategic, actionable
opportunities that can catalyze the SE space at a greater pace and scale, and guides a wide
range of public, private and civil society stakeholders in building an effective ecosystem for social
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entrepreneurship. The Roadmap aids stakeholders in achieving three overarching outcomes for

the SE sector:

a.

Enabling SEs to achieve scale and work with larger ecosystem actors (such
as inclusive businesses): The solutions will focus on building a pipeline of SEs
that are able to scale both their social and financial returns. The goal will be to
enable SEs to integrate more effectively with inclusive businesses that can create
support for both social progress and economic development in the Philippines at
scale. This will be done by building sustainable supply chains and creating
inclusive growth strategies for market-based solutions. Solutions focused on this
outcome will be linked to ‘Sustainable Development Goal 8: Decent Work and
Economic Growth’ and ‘Sustainable Development Goal 12: Responsible
Production and Consumption.’

Building partnerships with public and private sector actors through blended
finance solutions: The solutions will adopt a multi-stakeholder approach to create
opportunities that leverage existing resources from the public sector and bring in
new resources from the private sector. The goal will be to ensure that ecosystem
actors can play a catalytic role in pulling both governments and corporates into the
sustainable development equation and growing the SE ecosystem in a
collaborative manner. Solutions focused on this outcome will be linked to
‘Sustainable Development Goal 9: Industry, Innovation and Infrastructure’ and
‘Sustainable Development Goal 17: Partnerships for the Goals'.

Driving gender equality and investing in women’s empowerment: The
solutions will aim to bring women to the forefront of the sustainable development
landscape through SEs, MFIs and inclusive businesses. The goal will be to support
the development of gender-lens impact measurement approaches and innovative
financial products that will enable other ecosystem actors such as ADB to invest
in women more effectively. Solutions focused on this outcome will be linked to
‘Sustainable Development Goal 5: Gender Equality and ‘Sustainable
Development Goal 13: Reduced Inequality’.

259. A brief overview of the report’s sections have been summarized below.

Section 1: Context and Strategic Needs

260. Section 1 reviews the Philippine government’s national development goals in the context
of their long-term vision for AmBisyon Natin 2040, and medium-term goals for the 2017-2022
Philippine Development Plan. Based on a need assessment of the country’s development
objectives, the following themes of PDP 2017-2022 indicate where SEs can make an impact:

a.

Poverty: With the majority of poor households reliant on agriculture and located in
rural areas, the country faces challenges in limited growth and productivity and
high-income inequality, compounded by natural disasters and conflict.
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b. Unemployment: High rates of unemployment and underemployment continue to
plague the country, due to the low quality of available jobs and a mismatch
between skills and the labor market.

C. Vulnerabilities: Filipinos are highly susceptible to natural disasters and conflict
due to the lack of basic services such as healthcare and transportation, poor
infrastructure, environmental degradation, and climate change.

d. Gender equality: To counter recent negative trends in gender equality, and to
closely align with global and multilateral sustainable development goals, gender
equality should be integrated across national development strategies.

e. Measuring the SDGs: Monitoring the Philippines’ progress on the SDGs
continues to be a challenge, with NEDA recently acknowledging the need to
address key data gaps. The ability to measure and verify the impact of SEs on the
ground will aid in the overall measurement of the SDGs.

f. Reducing inequality: Inequalities in wealth distribution rely on improving human
capital development, especially for at risk populations such as women and
agricultural workers, improving access to capital for MSMES, providing sustainable
livelihoods, and strengthening resilience to natural disasters.

g. Increasing Growth Potential: Innovation is needed to increase productivity,
industrialization, economic growth, and the creation of decent jobs.
h. Enhancing the Social Fabric: Bolstering the business environment by building a

people-centered government, nurturing values of the common good, and
promoting sustainability across sectors will drive greater social cohesion and
inclusive development.

Figure 2: Philippines Development Plan 2017-2022

2040 A MATATAG, MAGINHAWA AT PANATAG NA BUHAY

T TO LAY DOWN THE FOUNDATION FOR INCLUSIVE GROWTH, A HIGH TRUST AND

2022 RESILIENT SCCIETY, AND A GLOBALLY-COMPETITIVE KNOWLEDGE ECONOMY

T
TMALASAKIT TTATLLOY NA PAG UNLAD
ENHANCING THE SOCIAL FABSIC INCREASING GROWTH POTENTAL
e Ehmsse n G Lrpre P O ete weo N o
(g | s smcrie e ce (.';9 oo (‘ oo Y R RN
5 pmetenciis s b a s’ IMPLEMENT STRATEGIC TRADE AND FISCAL POLICY, MAINTASN
P MACROECONOMIC STABILITY. PROMOTE COMPETITION

Prrmmade P Eq e s idhome
o s

v 2 et -
. B e e
reman cag ab Ty - ‘-
; g o Yok dfon e ecradimin ‘;' i
Crovee peace Azmn-nnu Crvers @feny wed Crsaas scorcupal
e securey -—- <~- .‘ s resmnce o Irtagrey. cieen and
"/ OM’( e / ooty rd vereang

Source: National Economic and Development Authority (NEDA). 2017. Philippine Development Plan 2017-2022.
Manila.

98



Section 2: Ecosystem for Social Service Delivery

261. Section 2 reviews the current roles and interactions of partners and stakeholders across
the public, private, and civil society sectors, and evaluates their effectiveness in supporting SEs
for social service delivery. The section highlights significant gaps in providing support for specific
SE needs. These gaps manifest within each sector, such as the lack of public sector support for
dedicated legal, tax, and funding mechanisms for mission-driven SEs; the lack of private sector
support in deploying capital, skills and knowledge transfer, and market access; the dearth of
intermediaries assisting SEs with capital raise - their biggest barrier to growth; and the limited
number of civil society organizations promoting SEs. Furthermore, the section highlights that even
with a relatively developed ecosystem of players in the Philippines, the majority of SEs remain
small in size and impact. Not only do points of collaboration need to increase and strengthen, but
new mechanisms are needed to catalyze the growth of SEs — including more effectively
leveraging Inclusive Business models, innovative finance and blended finance, as well as greater
ecosystem partnerships.

Figure 3: Social Enterprise Ecosystem Players and Contribution to the Ecosystem
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Section 3: Financing Social Service Delivery

262. Section 3 lays out the current state of financing social service delivery in the Philippines,
with a specific focus on funding for SEs. A deeper understanding of the current state of financing
reveals that there is a limited demand for capital at the preferred ticket sizes of global and regional
investors, due to the limited pipeline of investment-ready and credit-worthy enterprises to leverage
the available capital. This indicates an urgent need to put additional resources into preparing
investment ready SEs. Within the public sector, SEs benefit only from funding that is made
available to regular businesses and MSMEs. As ODA and donor funding are expected to continue
declining, there is a growing need to build sustainable forms of financing for social services and
development, including exploring innovative and blended finance structures.

Section 4: SE Ecosystem Gaps Analysis

263. Section 4 discusses the four most critical factors that are limiting the growth of SEs, based
on the criteria of those that are: (i) specific to SEs; (ii) have been identified as urgent and critical
barriers to SE growth; and (iii) have actionable solutions which can be addressed within the next
five years. In Gap 1 (access to capital), an analysis of the supply and demand side of capital
shows that SEs face a host of challenges accessing local capital markets, and require greater
investment-readiness support, capital raise support, and inclusive business solutions. In Gap 2
(innovative financial mechanisms), the four key reasons why there are limited innovative financial
mechanisms in the Philippines are due to: (i) lack of feasibility studies to customize products for
the local ecosystem; (ii) lack of upfront grant capital to support intermediaries to structure
innovative products; (iii) lack of de-risking capital available from donors, guarantors and
foundation; (iv) lack of ongoing grant capital to support impact measurement and reporting. Gap
3 (Gap in Ecosystem players’ knowledge of SEs) reveals a significant gap in understanding what
SEs need in order to achieve scale, and how such understanding can be leveraged. In Gap 4
(Gap in data about SE impact), SE growth is hindered by the information gap on the social value
created by these enterprises, due to their limited ability to measure social outcomes and then link
them with risk and returns that they are able to offer investors.

O

Figure 13: Four Key Gaps in the SE Ecosystem
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@ GAP 4: Gap in Data about SE Impact

Source: Impact Investment Exchange (Asia)
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Section 5: Recommended Solutions and Implementation Strategy

264. Section 5 provides an overview of the proposed solutions to address each of the four key
gaps, based on those which can be implemented according to the criteria of pace, scale and
action. The framework is designed to achieve three overarching outcomes: (i) enabling SEs to
achieve scale and work with larger ecosystem actors (such as inclusive businesses); (ii) building
partnerships with public and private sector actors through blended finance solutions; (iii) aligning
SE growth with global and multilateral development goals to drive greater gender equality and
investing in women’s empowerment.

Figure 16: Strategic Framework to Guide the Social Entrepreneurship Roadmap
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VIl.  APPENDICES

A. List of Ecosystem Players Interviewed

1. During the course of the study, 11X interviewed key ecosystem players to validate findings
and get additional insights into the state of Philippines Development as well as the SE landscape.

Table 6: Stakeholders Interviewed for the Roadmap

Anthill
APEC Business Advisory Council (ABAC) Philippines
Auro Chocolate

Ayala Foundation

Ayala Multipurpose Cooperative

Bagosphere

Bayan Academy

Board of Investments
BPI Sinag
British Council

Business Fair Trade Consulting

Department of Agriculture

Department of Finance National Tax Commission

Department of Social Welfare and Development (DSWD)

Department of Trade and Industry (DTI)

Development Bank of the Philippines

Foundation for a Sustainable Society (FSSI)
Gawad Kalinga (GK)
Human Nature

Impact Hub Manila

Institute for Social Entrepreneurship in Asia (ISEA)

Jollibee Group Foundation

National Economic and Development Authority (NEDA)

Office of Senator Bam Aquino

Office of Vice President

Palamigan Co.
Peace & Equity Foundation (PEF)
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PhilDev
Phil[SEN
Philippine Chamber of Commerce and Industry (PCCI)

Philippine Institute for Development Studies (PIDS)

Pilipinas Shell Foundation, Inc.

PinoyMe Foundation

The Social Enterprise Development Partnerships, Inc. (SEDPI)
UNDP Philippines

Villgro
xChange
Source: Impact Investment Exchange (Asia)
B. Additional Survey Response Information
2. A survey was conducted to validate how s view the SE space in the Philippines—the public

sector, the private sector, civil society and SEs themselves. The questionnaire was designed such
that there were questions asked for all sectors and there were also questions which were specific
only to one group. 74 responses were received across all of the stakeholder groups. The results
are as follows.

a. Based on a survey conducted by the research team, the three most critical factors
enabling Social Entrepreneurship in the Philippines are the desire to do good,
access to capital and responses to environmental degradation and social injustice.
This means the respondents recognize the social missions as the principal drivers
of SEs in the Philippines. On the other side, social impact validates success in the
SE. The combined responses of government, private sector, civil society, and SE
practitioners, therefore, emboldens that the social mission must be embedded into
the SEs DNA, that equal attention should be given to both financial sustainability
and the social mission and that bottom lines of the enterprise should be measured
using both business/financial and social metrics.

b. The social entrepreneur tops the question on the most important influencer in the
SE ecosystem followed by civil society and the government. As the primordial life
force in an SE, the social entrepreneur possesses the analytical and creative
thinking that drives innovation which is equally critical in an SE.

C. The most critical factors inhibiting the growth of SE in the Philippines are limited
access to capital, the inability of social entrepreneurs to access impact investors,
lack of mentorship, and, unfavorable regulations. This validates the barriers faced
by SEs as mentioned in a research conducted by PhIlSEN entitled Reaching the
Farthest First: The State of SE in the Philippines. In the said research, the most
common barrier to growth would be issues with obtaining capital, obtaining grant
funding and cash flow. This is followed by human resources concerns and policy/
regulation which resonates with the top critical factors here.
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The main challenges that SEs face in the Philippines are access to capital,
generating profit/commercialization, and, monitoring and evaluating impact.

The perceived financial instruments best suited for the sustainable growth of SEs
include investment platforms with grant assistance (capacity building), a guarantee
from the government for the investment, and, initial grant funding for seed stage
growth. The responses to this question by the government, the private sector, civil
society, and SEs validate the need for a combination of financial instruments from
grants for capacity building and for seed stage growth to loans for scaling the SE
with and also government playing its developmental role to guarantee private
sector investments to the SEs. This has been one of the requested policies of the
Poverty Reduction through Social Entrepreneurship Coalition which is formed to
participate in policy advocacy on an SE law relevant to the current context of the
Philippines. The policy lobby started in 2013.

The top three asks by the private sector from the government to stimulate greater
private sector investment cover grant funding for investment readiness/capacity
building, financial incentives (subsidies, matching grants, tax breaks), and,
investment protection guarantee.

The top three asks by the private sector to SEs to stimulate greater private sector
investment are SEs can generate social impact, financial risks are mitigated, and,
SEs are investment ready.

All respondents from the private sector will consider an investment to SEs in lieu
of a donation to charity.

From a civil society perspective, top three financial instruments best suited for the
growth of SEs are investment platforms with grant assistance for technical
assistance (capacity building), guarantee from the government for the investment,
initial grant funding for seed stage growth, more small scale early stage funds, and,
long terms loans with low coupons.

A significant number of the respondents (at 64%) think that a non-profit
organization should adopt an SE model to deliver its goods and services focusing
on financial sustainability along with meeting a social objective. At least 36% of
them answered ‘maybe.’

Non-profit organizations may be able to support the growth of SEs in the
Philippines by providing them access to their networks, advocacy, funding, and,
measuring and evaluation of social outcomes.

80% of civil society organizations think that SEs are in competition with them.
Top three financial instruments which SEs think are best suited for SE growth are
investment platforms with grant assistance for technical assistance (capacity
building), initial grant funding for seed stage growth, and, more small scale early
stage funds.

41% of SE respondents have been operational for more than 5 years, 23% have
been in operation in 3-5 years and 1-2 years while 14% existed for 2-3 years now.
Most SEs surveyed operate in the National Capital Region, followed by Central
Luzon, and Northern Mindanao.
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C. A Global Perspective of the SE Ecosystem

1. India
a. Evolution of Social Entrepreneurship

3. As aregional leader in the social entrepreneurship scene, India has as many as two million
SEs supporting more than 150 million beneficiaries in diverse sectors such as education,
agriculture and fisheries, financial inclusion and clean energy.?°® The robust SE ecosystem is
driven by a large, growing base of entrepreneurs, a high volume of mission-oriented capital, and
a diverse group of enabling intermediaries and networks. Social impact and entrepreneurship are
said to be ‘deeply rooted in the Indian ethos,?® with cooperative and community-owned business
models operating since the 1950s, and the introduction of the term ‘social entrepreneur’ since
1981.210

b. Public sector

4, In recent years, the Government of India and state authorities have increasingly
recognized the valuable role of SEs in generating employment and driving innovation. On a policy
level, the government has introduced SE-specific policies and programs. The 12" Five Year Plan
(2012-2017), called The Decade of Innovation, highlights SE innovation.?!* More specifically, the
Ministry of Skills Development and Entrepreneurship (formed in 2014 and in 2015) introduced the
National Policy on Skills Development and Entrepreneurship. While mainly concerned with skills
training and job development, it includes a special section on SEs. The policy directly promotes
social entrepreneurship by funding SE incubators and encouraging innovators to patent creative
ideas. Furthermore, it calls for academic institutions to organize social entrepreneurship courses
and provides fiscal incentives to attract investors.?'? The most significant impact of this is that it
symbolized a shift away from the previous lack of coordination among different government
ministries and agencies that had various initiatives to promote entrepreneurship.?'® The policy
also boosted the Indian startup sector (including SEs), leading to a 40% growth in the number of
startups in 2015 and the creation of 80,000 jobs.?4

5. Notably, the government also runs several venture capital funds for SEs.?*® For example,
the Samridhi Fund, a USD60 million fund, was established by the government through the Small
Industries Development Bank (SIDBI) in partnership with the Department for International
Development (UK) in 2013. It provides risk capital to scalable enterprises that create positive
economic, social or environmental impact in 8 low-income states. This aimed to stimulate

208 British Council, “The state of social enterprises in India”, The state of social enterprises in Bangladesh, Ghana,
India and Pakistan, 2016, p.3.

209 British Council, “The state of social enterprises in India”, p.4.

210 British Council, “The state of social enterprises in India, p.3.

211 Agapitova, N., Sanchez, B. and Tinsley, E., “Government Support to the Social Enterprise Sector: Comparative
Review of Policy Frameworks and Tools”, World Bank, 2017, p.55.

212 Agapitova, Sanchez and Tinsle, pp.13-14.

213 Gatar, M.S., “A Policy Framework for Social Entrepreneurship in India”, IOSR Journal of Business and
Management, 2016, p.32.

214 Jindal, M.K. and Bhardwaj, A., “Entrepreneurship Development in India: A New Paradigm”, Proceedings of the
World Congress on Engineering, Vol I, 2016. www.iaeng.org/publication/WCE2016/WCE2016_pp724-726.pdf
Accessed 10 Oct. 2018.

215 Agapitova, Sanchez and Tinsle, p.14.
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economic growth in these states, given that most successful SEs are concentrated in the more
economically advanced western and southern regions. The Venture Capital Fund for Scheduled
Castes was also established specifically to improve the position of the disadvantaged ‘Scheduled
Castes.” As the Philippines also faces the issue of uneven growth, it could consider adopting a
similar approach focusing on less privileged regions and groups.

6. Indian SEs also stand to benefit from the government’s focus on growing certain sectors,
especially in renewable energy and skills training. For instance, the government’s strong drive to
achieve 227 GW of renewable energy capacity by 2022 resulted in the introduction of enabling
policies and schemes benefiting renewable energy companies, including SEs. These include
capital subsidies for solar powered rooftop systems and a USD688 million fund for renewable
energy.!® Furthermore, the government has rolled out many schemes for skills development.
These policies indirectly benefit SEs in the solar energy and skills training sectors, by significantly
boosting demand for their services. This shows that it is possible for the government to impact
SEs indirectly, through sector-specific policies rather than a direct SE policy.

7. Historically, in the early years of post-independence, the government also focused on
small-scale industries (or “cottage industries”), partly due to ideological reasons and social
realities. Its policies such as de-regulation, export promotion, employment generation, training
support and capacity-building for SMEs helped to boost the sector and benefit SEs.?!" The
Philippine government could leverage a sector-based approach to incentivize the growth of SEs
in those sectors and even in specific parts of the value chain. For instance, a promising sector is
agriculture and agri-processing, in which a large number of people are employed, but contribution
to GDP remains moderate.

C. Private sector

8. The private sector, especially the impact investors and SE intermediaries, plays a
significant role in driving SE growth in India. There are currently over 50 impact funds and
investors operating in India. Crucially, they enabled the take-off of SEs around 2005-2006. At this
time, for-profit microfinance peaked in India, enhancing investors’ confidence in market-based
approaches to accelerating development. These microfinance investors began expanding or
shifting to the impact investing space.?!® A pioneer impact investor in India is Aavishkaar.
Established in 2001, it has since deployed over USD90 million across 45 enterprises and has
seen the largest number of exits across both MFI and non-MFI enterprises. Its track record
significantly boosted investor confidence in this space.?!° Corporations also contribute to
supporting SEs. Under the 2013 Companies Act, it became mandatory for companies meeting
certain minimum requirement net worth and profitability to spend at least 2% of their three-year
average annual net profit towards CSR activities. This Act significantly increased the funding
available to Indian SEs and NGOs.?®

216 British Council, “Social Enterprise: An Overview of the Policy Landscape in India”, 2015, p.22.

217 Nath, S.K., “Policy Intervention in Small Scale Industries: A Historical Perspective”, Journal of Entrepreneurship
& Organization Management, 2014, www.omicsonline.org/open-access/policy-intervention-in-small-scale-
industries-a-historical-perspective-2169-026X-3-114.php?aid=30173 Accessed 10 Oct. 2018.

218 Intellecap, “On the Path to Sustainability and Scale: A Study of India’s Social Enterprise Landscape”, 2012, p.12.

219 IX, “Social Finance Roadmap for Malaysia”, p.61.
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9. As one of the leading regional intermediaries, IIX, has helped SEs in capacity-building and
capital raise over the past 9 years, especially in the renewable energy sector. Its work in this
sector has highlighted the importance of alignment between the private and public sectors for the
growth and success of SEs. It is the presence of government subsidies for renewable energy in
India that has driven demand for renewable energy, such that impact investors are keen to invest
in renewable energy SEs.

10. A significant recent development is the launch of another intermediary Social Finance
India (SF-IND), led by the Global Steering Group for Impact Investment (GSG) and Social Finance
Global Network (SFGN). In October 2018, it will launch two high-profile USD1 billion funds - the
India Education Outcomes Fund and the India Impact Fund - that will bring a significant stimulus
to the Indian impact investment market. The former will unlock private capital for for-profit and
non-profit education service providers to improve outcomes, while the latter will act as a
‘wholesaler’ of long-term affordable debt capital for SEs and intermediaries. SF-IND has brought
together diverse stakeholders as the funders, including development finance institutions,
institutional investors, Indian diaspora, family offices and high net worth individuals.??

11. The Indian diaspora has been an important stakeholder in the impact investing space.
Accounting for the world’s largest annual remittance flow, they have been investing in Indian SEs
through the India Investment Initiative, launched in 2015 by USAID and Calvert Foundation. This
mechanism enabled the diaspora to make impact investments in India, without requiring a high
net worth or Indian bank account. Given that the Philippines is the world’s 3rd largest recipient of
remittances from overseas Filipinos, with an annual remittance flow of USD33 billion,??? there is
potential for the country to introduce similar mechanisms. According to the Ayala Foundation,
there is growing interest among the Philippine diaspora in making philanthropic contributions to
their birth country.??® One of the largest NGOs and an SE enabler, Gawad Kalinga, receives
significant donations from the diaspora.

d. Civil society

12. In the Indian SE landscape, scientists, engineers, and IT professionals are especially
engaged, provide technical expertise in developing grassroots innovations. This is frequently in
the form of pro bono work. For instance, the Honey Bee Network of India is a network of like-
minded innovators, farmers, scholars, policy-makers, entrepreneurs, and NGOs premised on
building an authentic, accountable and fair knowledge system on traditional knowledge.

13. With advances in the ICT industry and a mobile phone penetration rate of 70%, online
platforms are also emerging as an important means for engagement efforts by SEs.??* These
platforms facilitate the sharing of ideas within the SE ecosystem, as well as relationship-building
with customers. For instance, YourStory’'s Social Story segment has profiled stories of over

221 Ramakrishnan, N., “An outcomes fund for the education sector in India”, The Hindu Business Line, 2017,
www.thehindubusinessline.com/news/education/an-outcomes-fund-for-the-education-sector-in-
india/article9978288.ece Accessed 21 September 2018.

222 CNN Philippines, “World Bank: PH is 3rd largest recipient of remittances”, CNN Philippines, 2018.
www.cnnphilippines.com/business/2018/04/24/world-bank-PH-3rd-remittances.html Accessed 10 Oct. 2018.

223 Garchitorena, V.P., pp.1-30.

224 The Hope institute, “Social Innovation in Asia: Trends and Characteristics in China, Korea, India, Japan and Thailand” in
New Worlds from Below: Informal life politics and grassroots action in twenty-first-century Northeast Asia. Ed. Morris-
Suzuki, T. and Eun J.S., Acton: Australian National University Press, 2017, p.267.

107


https://www.thehindubusinessline.com/news/education/an-outcomes-fund-for-the-education-sector-in-india/article9978288.ece
https://www.thehindubusinessline.com/news/education/an-outcomes-fund-for-the-education-sector-in-india/article9978288.ece
http://cnnphilippines.com/business/2018/04/24/world-bank-PH-3rd-remittances.html

15,000 entrepreneurs in India. Other platforms include The Better India, Think Change India, The
Alternative. Given that the Filipinos are among the world’s most active social media users,?® it is
relevant for the Philippine civil society to similarly leverage on online platforms for SE engagement.

2. Singapore
a. General overview

14, With one of the most robust SE ecosystems in Asia, Singapore has seen significant
involvement by the government in driving SE growth. The open nature of the economy is also
particularly conducive for impact investment flows and SE growth. In fact, many ecosystem
players — especially corporations and intermediaries — often operate in a regional context,
contributing to SE growth in South and Southeast Asia. Intermediaries such as IIX have
meticulously built the impact investing ecosystem in the region over the past decade, leveraging
Singapore as a base. Within Singapore, the SE movement grew substantially by 32% in 2017
alone.??® Public awareness of SEs reached a significant high in 2016.22” Many existing SEs are
also scaling up and even franchising.

b. Public sector

15. Recognizing the potential role of SEs in helping disadvantaged Singaporeans achieve
self-reliance, the government has provided consistent support to SEs. As early as 2003, the
ComCare Enterprise Fund started providing seed funding for SEs. An SE committee and later the
Social Enterprise Association (SEA) were established in 2019 by the government to raise public
awareness and bring together SEs and stakeholders. Significantly, the Singapore Centre for
Social Enterprise (raiSE), was established in 2015 as the successor to SEA. raiSE is a quasi-
government body that coordinates support for SEs amongst the different government agencies to
nurture and raise awareness for SEs. It runs a 6-month accelerator program, of which IIX was a
technical assistance provider for the inaugural cohort, to develop SE capabilities to scale and
accelerate growth. raiSE’s BusinessForGood logo also improved visibility for SEs, enabling
stakeholders and the public to easily recognize them. Within a year of raiSE’s succession of the
SEA, its membership base had grown significantly by 43% to more than 300 members.??® While
this is due to the increasing awareness of and interest in SEs, it is also a testament to how raiSE,
as a one-stop shop providing funding and capacity-building for SEs, is seen to be significantly
more relevant in meeting SE needs.

16. Other government entities have also been involved in building the SE ecosystem in
Singapore. The Singapore Totalisator Board (Tote Board) set up the Social Enterprise Hub (SE

and Characteristics in China, Korea, India, Japan and Thailand” in New Worlds from Below: Informal life politics and
grassroots action in twenty-first-century Northeast Asia. Ed. Morris-Suzuki, T. and Eun J.S., Acton: Australian National
University Press, 2017, p.267.
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Accessed 10 Oct. 2018.
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Hub) to invest in and incubate SEs, while Enterprise Singapore aims to build strong local SMEs
by providing capacity-building support and connecting them to international networks. The
National Volunteer Philanthropy Centre (NVPC) encourages corporates to procure from SESs, to
improve their social footprint and image.??° Furthermore, since 2012, the President’s Office
annually confers the President’s Challenge Social Enterprise Award (PCSEA) to recognize
outstanding SEs. A key takeaway for the Philippine context is the importance of a focused and
united government policy in building up the SE ecosystem.

C. Private sector

17. The private sector has also seen shining examples of corporations and SE intermediaries
stepping up to support SEs. The best example is the Development Bank of Singapore (DBS),
which has made an explicit commitment to SEs. Drawing from its heritage as a 'development
bank," and expertise in serving the SME sector, it provides direct and indirect support for SEs
regionally. In 2008, DBS became the first bank in Singapore to offer an SE banking product —
DBS Social Enterprise Package. This has since offered some 400 SEs in the region better
financial terms, such that they can better invest in business expansion and diversification. In 2014,
it introduced the first Asia-wide competition for SEs, the DBS-NUS Social Venture Challenge Asia.
In the same year, the DBS Foundation was set up with a USD37 million fund to provide grants to
SEs. Banks in the Philippines can also consider offering tailored products to SEs and assisting in
distributing innovative financial products which will boost the amount of capital access for SEs,
one of the major barriers to growth.

18. IIX has played a crucial role in enabling the impact investing ecosystem in Singapore. Not
only does it connect impact investors with SEs, but it also provides accelerator services for SEs,
including an incubator for raiSE Singapore, and facilitates knowledge management to build up
the SE ecosystem in a holistic way. Following the success of the [IX Women’s Livelihood Bond 1
(2017), lIX is partnering with DBS to launch a USD100 million Women’s Livelihood Bond series
to impact one million women across South and Southeast Asia.

d. Civil society

19. Academic institutions also provide substantial support for the ecosystem through research
and knowledge-building. The National University of Singapore (NUS), Republic Polytechnic and
Ngee Ann Polytechnic offers SE courses for students. In particular, the Lien Centre for Social
Innovation at the Singapore Management University aims to develop social impact leaders who
will bring social changes and advance research on social businesses and social innovations. The
Asia Centre for Social Entrepreneurship & Philanthropy (ACSEP) also focuses its efforts on social
entrepreneurship research. NUS Enterprise, which is broadly focused on developing
entrepreneurship, provides experiential education, active industry partnerships, and holistic
support and outreach. Umbrella organizations like the Singapore National Co-operative
Federation and Social Innovation Park also provide networking, mentoring and capacity-building
opportunities for SEs. The research conducted by universities provide valuable data for policy

s in Singapore”, Commissioned by raiSE, 2016, p.12.
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makers to craft policies and ecosystem builders to develop interventions. Currently, only a handful
of institutions in the Philippines conduct research on SEs including Phil[SEN, ISEA, British council,
ASCent. The SE ecosystem in the Philippines could benefit from a wider reach in the scope and
depth of research including sector specific studies.

3. Indonesia
a. Evolution of Social Entrepreneurship

20. Although the SE landscape in Indonesia is transitioning from the nascent to growth
stage,?*° the country — with its more than 3,000 SEs, has been identified by impact investors as
one of the strongest potential markets for social finance.?! It is broadly similar to the Philippine
SE landscape, with most SEs lying in the pre-seed or seed stages and remaining reliant on grants,
subsidies, and donations.?? Yet, it has been progressing significantly in recent years, and offer
useful lessons for the Philippines. For instance, the most successful SEs in Indonesia
demonstrate a good grasp of local social issues and an astute application of business models
and best practices from abroad in effectively tackling these local issues. Interestingly, many
successful SEs in Indonesia are led by foreigners or locals who had studied or worked abroad,
partly because they are more likely to have the networks and credentials to attract foreign capital.
For instance, the SE East Bali Cashew was founded by an American citizen and former Peace
Corps volunteer, Aaron Fishman. It achieved success because it benefited from a strong
ecosystem of support. lIX facilitated capital raise and technical assistance for East Bali Cashews,
and also brought in KKR, a private equity firm, to make an investment into the company.

b. Public sector

21. In response to active lobbying by SMEs and startups, the Indonesian government has put
in place policies that indirectly benefit SEs. In terms of access to funding, the government
introduced a 2013 regulation requiring banks to allocate at least 20% of their portfolio to the SME
sector by 2018. This has led to lower interest rates and improved access to funding for SMEs,
including SEs.?® It is also preparing new legislation on equity crowdfunding to help SMEs raise
capital and grow. In the startup space, the government has introduced more accelerators and
programs and launched e-commerce legislation support. Although the main target group for such
programs is tech startups, SEs have also benefited. For instance, the Creative Economy Agency
(BEKRAF) facilitates capital assistance for digital creative businesses through the Government
Incentive Assistance Program 2017, in the form of working capital top-ups or fixed assets
investments. Another government-backed initiative, “1,000 Startups Digital”, aims to grow 1,000
startups worth USD10 billion by 2020 through workshops, hackathons, bootcamps, and
incubation programs.

230 AlliedCrowds, “Overview of Social Finance in Indonesia”, prepared for UNDP with support from Canadian
Embassy in Jakarta, 2017, p.4.

281 ANGIN, “Social Finance and Social Enterprises: A New Frontier for Development in Indonesia”, prepared for
UNDP with support from Canadian Embassy in Jakarta, 2016, p.19.

232 ANGIN, p.24.

233 AlliedCrowds, p.29.
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22. Notably, in 2007, the Indonesian government was a world pioneer in introducing
mandatory CSR policies for companies in extractive industries. This had the potential to create
significant social impact, but poor enforcement has resulted in limited impact to date.?3

23. Indonesia is currently embarking on a refresh of its Development Funding Strategy for
2020-2024. With ADB’s support, the Indonesian government’s planning agency BAPPENAS will
develop a study to understand funding needs and effectiveness. It will then identify new sources
of financing to close the development funding gap and identify appropriate policy, regulatory and
institutional reforms required to use existing funding sources.

cC. Private sector

24. In the absence of well-developed government support catering to SEs, intermediaries
have been crucial in building up the ecosystem. Incubators and accelerators have filled the
funding and support gaps faced by early-stage SEs by providing capacity-building, mentoring,
and access to networks. The strong ecosystem of support has enabled SEs such as East Bali
Cashew and PT Ruma to scale and magnify the impact. From its inception as a startup, PT Ruma
has received substantial financial and technical assistance through grants, investments, and in-
kind support from foundations and corporations.?%

25. In the impact investing space, family foundations and high net worth individuals (HNWI)
are increasingly important contributors. Private wealth in the country has grown exponentially with
the expansion of family-owned conglomerates. One of the most significant HNWI in the country,
the billionaire Dr. Ir. Ciputra rose out of poverty through entrepreneurship and strongly believes
in this approach. He ardently promotes entrepreneurship education to give others the same
opportunity. Family foundations such as Putera Sampoerna Foundation and Mien R. Uno
Foundation also support SEs in financing and capacity-building.?*® The Philippine SE landscape
similarly features family foundations and HNWI, given the dominance of family-owned
conglomerates in the local economy. Hence, there is potential to engage this stakeholder group
more deeply in building up the SE ecosystem.

26. Corporations also provide sector-specific support and access to networks to aid the
development of early-stage SEs. For instance, Japfa, one of the leading animal feed companies
in Indonesia, partnered with the SE Vasham, which seeks to empower Indonesian farmers with
access to finance, training and income security. It guarantees an end buyer for the dried maize
grown by Vasham’s farmers. Similar models exist in the Philippines; however, the challenge
remains to move beyond sourcing from the farmers towards integrating them into the value chain
and designing interventions to move them up the chain into more value-added activities with more
revenue potential.

234 IX, “Social Finance Roadmap for Malaysia”, p.70.
2385 1X, “Social Finance Roadmap for Malaysia”, p.71.
236 Chhina, Petersik, Loh and Evans, pp.32-33.
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d. Civil society

27. In Indonesia, NGOs and social networks also play an important role in the SE ecosystem.
NGOs, pressured by greater competitiveness in funding and smaller aid budgets, are increasingly
moving towards financially sustainable models as SEs. They have introduced paid training
courses or other services, or set up SEs that channel funds back to their parent organization. For
example, Bina Swadaya, a nonprofit organization, receives profits from its subsidiary companies
that comprise 90% of its annual budget. This growing interest among charities to spin off into SEs
to achieve greater sustainability constitutes an opportunity area in the Philippines given the
dwindling foreign aid funding. More resources could be allocated, and sustainable business
models could be explored to increase the financial sustainability of NGOs.

28. Another significant feature of the Indonesian landscape is that social entrepreneurs rely
greatly on their social networks to secure funding and engage customers. For instance,
crowdfunding is an important source of funding for SEs. On Kitabisa.co.id, a leading crowdfunding
platform for social causes, SEs can gain access to capital below USD20,000. Friends and family
also constitute an important source of funding.?*’

29. It is important to note that the SE ecosystems in India and Indonesia have continued to
thrive despite the absence of an official SE policy by the government. This indicates that the
ecosystem is dependent on many additional factors which can drive a vibrant ecosystem, such
as ease of doing business, intermediaries’ support and investment capital from diverse sources.

237 Rostiani, R., Paramita, W. Audita, H., Virgosita, R., Budiarto, T. and Purnomo, B.R., “Understanding Social Enterprises in
Indonesia: Drivers and Challenges”, Journal of Indonesian Economy and Business, 2014, p.189.
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IV. SE ECOSYSTEM GAP ANALYSIS
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