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Professional Certificate in Blended Finance for Development Impact

Impact Measurement And Evaluation

Impact measurement and evaluation form the backbone of any blended finance initiative aimed at
achieving development outcomes. In the context of the Professional Certificate in Blended Finance for
Development Impact, a clear understanding of the terminology is essential for practitioners, investors,
donors, and policy makers. This guide provides a comprehensive glossary of key terms, each explained with
practical examples, typical applications, and common challenges. The emphasis is on building a shared
language that enables effective communication, rigorous analysis, and transparent reporting across the
diverse ecosystem of blended finance.

Impact refers to the positive change that occurs as a result of an intervention, extending beyond immediate
outputs to encompass long-term social, economic, or environmental benefits. For example, a solar-energy
financing package that enables a rural community to install household solar panels creates an impact of
reduced carbon emissions, improved health outcomes from lower indoor air pollution, and increased
productive hours for education and income-generating activities. The challenge in measuring impact lies in
isolating the contribution of the intervention from other factors that may influence outcomes, such as
government policies or market dynamics.

Outcome is the short- to medium-term change that occurs after the delivery of outputs, and it serves as a
stepping-stone toward the ultimate impact. In a blended finance project that funds a micro-enterprise
incubator, the outputs might be the number of businesses launched, while the outcomes could include
increased household income, job creation, and higher savings rates among participating entrepreneurs.
Outcome measurement often requires longitudinal data collection to capture changes over time, and there
is a risk of attrition bias if participants drop out of the study.

Output denotes the direct deliverables produced by an intervention, such as the number of solar panels
installed, the amount of capital disbursed, or the number of training sessions conducted. Outputs are
typically the easiest metrics to collect because they are under the direct control of the implementing
organization. However, focusing solely on outputs can be misleading if they do not translate into
meaningful outcomes. Practitioners must therefore link outputs to outcomes through a logical framework
or theory of change.

Theory of Change (ToC) is a visual and narrative description of how a set of activities is expected to lead to
desired outcomes and impact. It maps the causal pathways, assumptions, and external factors that influence
success. For instance, a ToC for a blended finance vehicle that combines concessional grant capital with
commercial debt to fund affordable housing might illustrate how the grant reduces project risk, enabling
debt investors to provide financing at lower interest rates, which in turn makes housing affordable for
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low-income families, leading to improved health and educational attainment. A common challenge is that
ToCs can become overly complex, making it difficult for stakeholders to agree on the most critical indicators
for measurement.

Logical Framework (Logframe) is a structured matrix that connects inputs, activities, outputs, outcomes, and
impact with associated indicators, baselines, and targets. While similar to a ToC, the Logframe provides a
more formalized approach often required by donors for reporting purposes. A practical application is the
use of a Logframe to track the disbursement of blended finance funds (input), the construction of water
infrastructure (activity), the number of households with access to clean water (output), reduction in
water-borne diseases (outcome), and overall improvement in child mortality rates (impact). The rigidity of
Logframes can sometimes limit adaptive learning, as they may not easily incorporate emerging data or
changing contexts.

Key Performance Indicator (KPI) is a quantifiable measure used to evaluate the success of an organization or
project in achieving its objectives. In blended finance, KPIs may include financial metrics such as internal
rate of return (IRR) for private investors, as well as social metrics like the number of jobs created. A practical
KPI for a renewable-energy blended finance scheme could be the "kilowatt-hours of clean energy generated
per dollar invested.” Selecting appropriate KPIs is challenging because they must balance financial
performance with social and environmental goals, and over-emphasis on a single KPI can create perverse
incentives.

Baseline refers to the initial set of conditions against which future changes are measured. Establishing a
reliable baseline is critical for assessing additionality and impact. For example, before launching a blended
finance micro-mortgage product, a baseline survey might capture the current level of home ownership,
average loan sizes, and credit access among target households. Baseline data collection can be costly and
time-consuming, and there is a risk that baseline values become outdated if the context changes rapidly.

Target is the desired level of performance for a given indicator at a specific future date. Targets should be
realistic, time-bound, and aligned with the overall impact ambition. In a blended finance initiative aimed at
increasing financial inclusion, a target could be “increase the proportion of women with bank accounts from
35% to 55 % within three years.” Setting ambitious targets can drive performance, but overly aggressive
targets may lead to data manipulation or short-term thinking.

Indicator is a specific, observable, and measurable variable that signals progress toward an outcome or
impact. Indicators can be quantitative (e.G., Number of jobs created) or qualitative (e.G., Perceived
improvement in quality of life). A practical example is the use of “percentage reduction in indoor air
pollution” as an indicator for a clean-cooking blended finance program. Selecting indicators that are both
meaningful and measurable is a frequent challenge, especially when dealing with complex social outcomes
that are difficult to quantify.

Metric is a numerical value derived from an indicator, often expressed as a rate, ratio, or index. For instance,
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the metric "CO, emissions avoided per megawatt-hour of renewable energy generated” translates the
indicator into a comparable figure across projects. Metrics enable benchmarking and aggregation across
portfolios, but they require consistent data definitions and calculation methods to avoid comparability
issues.

Data Collection encompasses all processes used to gather information for measurement, including surveys,
administrative data extraction, sensor data, and remote sensing. In blended finance, data collection may
involve financial institutions providing loan performance data, NGOs conducting beneficiary interviews, and
satellite imagery tracking land-use changes. Data quality is a persistent concern; incomplete or inaccurate
data can undermine the credibility of impact claims.

Primary Data is information collected directly from the source, such as beneficiary interviews or field
observations. Primary data allows for tailored indicator design and can capture nuanced outcomes. For
example, a blended finance project that funds agritech solutions might collect primary data on farmer
yields, input usage, and income changes. Primary data collection can be resource-intensive and may raise
privacy concerns if not managed properly.

Secondary Data is information that already exists, such as government statistics, census data, or financial
statements. Secondary data can be used to establish baselines or provide context for impact analysis. A
practical use of secondary data is leveraging national labor market statistics to estimate the multipliers of
job creation from a blended finance infrastructure project. The limitation of secondary data is that it may
not be aligned with the specific geographic or demographic scope of the project.

Survey is a systematic method of gathering information from a sample of respondents using questionnaires
or interviews. Surveys are a common tool for capturing both quantitative and qualitative outcomes. In a
blended finance health initiative, a post-intervention survey could assess changes in health-seeking
behavior and satisfaction with services. Survey design must address issues of sampling bias, question
wording, and respondent fatigue.

Focus Group is a qualitative research technique that gathers a small group of participants to discuss
experiences, attitudes, and perceptions. Focus groups can uncover insights that are difficult to capture
through surveys, such as cultural barriers to technology adoption. For a blended finance project promoting
digital payments, a focus group with women entrepreneurs might reveal concerns about digital literacy and
trust. Facilitating focus groups requires skilled moderators and careful transcription to ensure reliable
analysis.

Randomized Controlled Trial (RCT) is an experimental design where participants are randomly assigned to
treatment or control groups, providing a robust method for establishing causality. In blended finance, an
RCT might test the effect of a subsidy on loan uptake by randomly offering the subsidy to half of eligible
borrowers. While RCTs are considered the gold standard for impact evaluation, they can be expensive,
ethically complex, and sometimes infeasible in real-world finance settings.

Read online: https://certificates.stanmoreuk.org/guides/5171638/ Stanmore School of Business - 22 Jun 2026
impact-measurement-and-evaluation



SSB

STANMORE

School of Business

Distinctive and Defining tomorrow

Quasi-Experimental Design refers to evaluation methods that approximate the counterfactual without
random assignment. Techniques include difference-in-differences, propensity score matching, and
regression discontinuity. For a blended finance green bond that funds reforestation, a quasi-experimental
design might compare outcomes in regions just above and below a eligibility threshold. These methods are
more flexible than RCTs but rely on strong assumptions about comparability, which can be a source of
critique.

Difference-in-Differences (DiD) is a statistical technique that compares the change in outcomes over time
between a treatment group and a control group. Suppose a blended finance program introduces a new
credit guarantee in 2022; a DiD analysis would compare loan default rates before and after 2022 for firms
receiving guarantees versus those that did not. DiD assumes parallel trends in the absence of treatment, an
assumption that must be validated with pre-intervention data.

Propensity Score Matching (PSM) pairs treated units with untreated units that have similar observable
characteristics, creating a synthetic control group. In a blended finance micro-insurance scheme, PSM could
match insured households with similar uninsured households based on income, age, and location to
estimate the insurance’s effect on health expenditures. The limitation of PSM is that it cannot account for
unobservable factors that may influence outcomes.

Monitoring is the ongoing systematic collection of data to track performance against indicators and targets.
Monitoring provides early warnings of implementation issues and supports adaptive management. A
blended finance platform may set up a monthly dashboard tracking loan disbursement rates, repayment
performance, and gender-disaggregated beneficiary counts. Effective monitoring requires clear data
responsibilities, timely reporting, and a culture of learning.

Evaluation is the periodic systematic assessment of a project’s relevance, effectiveness, efficiency, impact,
and sustainability. Evaluations often occur at mid-term or end-line and may involve external evaluators for
independence. An end-line evaluation of a blended finance infrastructure fund might assess whether the
targeted reduction in travel time for rural communities was achieved and at what cost. Challenges include
ensuring objectivity, managing stakeholder expectations, and translating findings into actionable
recommendations.

Learning is the process of extracting insights from monitoring and evaluation data to improve future
interventions. In blended finance, learning loops can inform the redesign of financial products, risk-sharing
mechanisms, or capacity-building components. For example, after evaluating a blended finance solar home
system program, practitioners might learn that upfront subsidies were less effective than flexible financing
terms, prompting a shift in future product design. Institutionalizing learning requires mechanisms for
knowledge capture, sharing, and integration into decision-making.

Adaptive Management is a structured approach to decision-making that incorporates learning into ongoing
project adjustments. It emphasizes flexibility, hypothesis testing, and stakeholder feedback. A blended
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finance initiative that pilots a new impact-linked loan could use adaptive management to modify the
interest rate trigger based on early repayment data. The main challenge is balancing the need for flexibility
with the expectations of investors who may require fixed contractual terms.

Stakeholder refers to any individual or organization with a vested interest in the project’'s outcomes,
including investors, donors, beneficiaries, governments, and civil-society groups. Mapping stakeholders
helps identify who needs which information and where potential conflicts may arise. In a blended finance
climate-resilience fund, stakeholders might include national ministries, local NGOs, private equity firms, and
community leaders. Effective stakeholder engagement can mitigate risk but often demands significant time
and resources.

Beneficiary is the ultimate recipient of the project’s benefits, such as households, small businesses, or
communities. Distinguishing between direct beneficiaries (e.G., Loan recipients) and indirect beneficiaries
(e.G., Family members) is important for accurate impact accounting. For example, a blended finance
initiative that finances a community health center directly benefits patients, while their families experience
indirect health and economic gains. Capturing indirect benefits can be methodologically challenging.

Investor in blended finance is a private sector entity that provides capital seeking a financial return, often
alongside a social or environmental objective. Investors may range from impact funds to commercial banks.
A typical investor concern is risk-adjusted return, which must be balanced against the development impact
desired by donors. Aligning incentives between investors and development agencies is a central challenge
in blended finance structuring.

Donor is a public or philanthropic entity that contributes capital, often on concessional terms, to reduce risk
or improve the financial viability of a development project. Donors may provide grants, guarantees, or
first-loss capital. For instance, a development agency might offer a grant that covers 20 % of the capital cost
of a renewable-energy project, making it attractive for private investors. Donor expectations for
transparency and accountability can increase reporting burdens.

Risk denotes the probability of an adverse event that could affect financial performance or impact delivery.
In blended finance, risk categories include credit risk, political risk, currency risk, and impact risk. A
risk-sharing mechanism such as a guarantee can mitigate credit risk for investors, while a results-based
financing contract can align payment with impact delivery, reducing impact risk. Comprehensive risk
assessment is essential but can be hampered by data gaps and uncertainty.

Risk Mitigation refers to strategies designed to reduce the likelihood or severity of identified risks. Common
tools in blended finance include guarantees, insurance, subordination, and first-loss capital. For a blended
finance infrastructure project in a volatile market, a political risk insurance policy may mitigate the risk of
expropriation, making the project more attractive to private lenders. Over-reliance on mitigation tools can
increase transaction costs and reduce overall efficiency.
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Environmental, Social, and Governance (ESG) criteria are a set of standards for a company’s operations that
investors use to screen potential investments. ESG considerations are integral to impact measurement, as
they provide a framework for assessing non-financial performance. A blended finance fund may adopt ESG
screening to ensure that portfolio companies meet climate-friendly standards and respect labor rights. ESG
data can be fragmented, and the lack of standardized metrics can hinder comparability.

United Nations Sustainable Development Goals (SDGs) are a universal set of 17 goals adopted to address
global challenges such as poverty, inequality, and climate change. Aligning blended finance projects with
SDGs provides a common language for impact reporting. For example, a blended finance vehicle that funds
affordable housing can map its outcomes to SDG 11 (Sustainable Cities and Communities) and SDG 1 (No
Poverty). The challenge lies in translating broad SDG targets into specific, measurable indicators for each
project.

Alignment describes the degree to which a project’s objectives, activities, and outcomes correspond with
the priorities of investors, donors, and development agendas such as the SDGs. Alignment helps ensure that
all parties are working toward shared goals and can facilitate co-investment. Misalignment, however, can
lead to tension over performance metrics and financing terms.

Impact Reporting is the process of communicating the results of impact measurement to stakeholders,
often through structured reports, dashboards, or public disclosures. Impact reports may follow standards
such as IRIS, GIIRS, or the Impact Management Project’s 5-Dimensional Framework. A well-crafted impact
report for a blended finance renewable-energy fund would include financial returns, carbon emissions
avoided, job creation, and gender-disaggregated beneficiary data. The main difficulty is presenting
complex, multidimensional data in a clear and concise manner that satisfies diverse audiences.

IRIS (Impact Reporting and Investment Standards) is a catalog of standardized metrics for impact
measurement, developed by the Global Impact Investing Network (GIIN). IRIS provides common definitions
for metrics such as “jobs created” or “tons of CO, avoided,” facilitating comparability across investments.
Adopting IRIS can streamline reporting, but projects may need to adapt existing data collection processes
to meet the required definitions.

GIIRS (Global Impact Investing Rating System) is an impact rating and certification platform that evaluates
the social and environmental performance of investment funds. GIIRS uses a set of indicators aligned with
[RIS and other standards to assign ratings from 1 to 5. While GIIRS can enhance credibility, the rating
process can be time-consuming and may require additional data verification steps.

Impact Management Project (IMP) provides a framework for managing impact throughout the investment
lifecycle, organized around five dimensions: What (the impact objective), Who (the beneficiaries), How Much
(the scale), Contribution (the investor’s role), and Risk (the risk of non-achievement). The IMP framework
helps investors articulate and track their impact intentions, but consistent application across diverse
portfolios can be challenging.
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Impact Pathway is a visual representation of the logical sequence linking inputs, activities, outputs,
outcomes, and impact, similar to a ToC but often more detailed and metric-focused. An impact pathway for
a blended finance agricultural value-chain fund might illustrate how capital injection leads to upgraded
processing facilities (output), which improves product quality (outcome), ultimately increasing farmer
incomes and food security (impact). Developing an impact pathway requires interdisciplinary expertise and
stakeholder consensus.

Impact Funnel is a conceptual model that narrows down from broad development objectives to specific,
measurable impact metrics. The funnel typically moves from “mission” to “strategy” to “activities” to
"outputs” to “outcomes” to “impact.” The impact funnel helps identify where measurement gaps exist and
where data collection should be prioritized. However, the funnel can oversimplify complex causal
relationships if not supplemented with robust analysis.

Social Impact Assessment (SIA) is a systematic process for evaluating the social consequences of a project
or policy, often mandated for large infrastructure developments. In blended finance, SIA results can inform
risk-mitigation strategies and help design appropriate impact indicators. Conducting a thorough SIA
requires community engagement, baseline surveys, and impact modeling, which can increase project
timelines and costs.

Environmental Impact Assessment (EIA) is a process that predicts the environmental effects of a proposed
project and proposes measures to mitigate adverse impacts. While ElAs are traditionally regulatory tools,
they also provide valuable data for impact measurement, such as estimates of habitat loss or water quality
changes. Integrating EIA findings into blended finance impact reporting can demonstrate compliance and
enhance credibility with environmentally focused investors.

Gender Lens Investing is an investment approach that intentionally integrates gender considerations into
the investment decision-making process. In blended finance, gender lens investing may involve allocating a
portion of capital to women-owned enterprises or designing financial products that address gender-specific
barriers. Measuring gender impact often requires gender-disaggregated data and indicators such as
“percentage of women in leadership positions” or “female-owned firm revenue growth.” Data collection on
gender can be sensitive and may encounter cultural barriers.

Financial Inclusion denotes the accessibility and usage of affordable financial services by underserved
populations. Blended finance projects targeting financial inclusion might provide low-cost credit, savings
products, or digital payments to low-income households. Key metrics include “percentage of adults with a
bank account” and "average loan size for micro-enterprises.” A common challenge is that increased access
does not automatically translate into improved economic outcomes, requiring careful impact analysis.

Microfinance is the provision of small-scale financial services, such as micro-loans, savings, and insurance, to
low-income clients. In blended finance, microfinance institutions (MFIs) often serve as intermediaries for
capital deployment. Impact measurement for microfinance may focus on “average client income change,”
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"business survival rates,” and "women’s empowerment.” The sector faces criticism for high interest rates and
limited scalability, which must be addressed in impact evaluations.

Development Finance Institution (DFI) is a government-owned or government-backed organization that
provides financing for development-oriented projects. DFIs frequently play a catalytic role in blended
finance by offering concessional financing or guarantees that attract private capital. For example, a DFI may
provide a first-loss tranche for a renewable-energy project, reducing the risk profile for commercial lenders.
Coordination among DFls, private investors, and donors can be complex, leading to duplication of effort if
not carefully managed.

Multiplier Effect describes the additional economic activity generated by an initial investment, often
measured as the ratio of total economic output to the original spending. In blended finance, the multiplier
effect can be used to demonstrate how a modest grant can stimulate larger private investment and
generate broader socioeconomic benefits. Calculating multipliers requires robust economic modeling and
reliable input-output data, which may be unavailable in low-data environments.

Leverage refers to the ability of a small amount of capital, often concessional, to mobilize a larger amount
of private finance. Leverage ratios are commonly expressed as “private capital mobilized per dollar of public
capital.” A blended finance green bond that uses a $10 million grant to unlock $100 million of private
investment demonstrates a leverage ratio of 10:1. High leverage is attractive but can mask the true
contribution of each capital source if not disclosed transparently.

Catalytic Capital is capital provided on terms that are more concessional than market rates, with the
purpose of overcoming barriers and catalyzing additional investment. Catalytic capital often takes the form
of guarantees, first-loss positions, or technical assistance. For instance, a catalytic equity tranche may accept
lower returns to fund innovative clean-technology startups that would otherwise be deemed too risky. The
challenge lies in measuring the true catalytic effect, as attribution can be ambiguous.

Patient Capital is investment that is willing to accept longer investment horizons and lower short-term
returns in exchange for higher long-term social or environmental impact. Blended finance structures that
incorporate patient capital can accommodate projects with long development cycles, such as large-scale
renewable-energy infrastructure. Identifying investors with patient capital appetites can be difficult,
especially in markets dominated by short-term return expectations.

Exit Strategy outlines how investors will realize returns and disengage from a project. In blended finance,
exit strategies may involve refinancing, secondary market sales, or public-sector buy-outs. A clear exit plan
is essential for attracting private capital, as investors need confidence in the ability to liquidate their
position. However, premature exits can jeopardize the sustainability of development outcomes if the project
loses essential support.

Impact Dashboard is a visual tool that aggregates key impact metrics, financial performance, and risk
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indicators in a single interface. Dashboards enable real-time monitoring and facilitate communication with
stakeholders. A typical impact dashboard for a blended finance health fund might display metrics such as
“patients served,” “cost per treatment,” “CO, emissions avoided,” and “IRR.” Designing dashboards that
balance depth with clarity is a persistent design challenge.

Data Visualization refers to the graphical representation of data to aid interpretation and storytelling.
Effective data visualization can highlight trends, outliers, and relationships within impact data. Common
visualizations include bar charts for beneficiary counts, line graphs for emissions trends, and heat maps for
geographic coverage. Poorly designed visualizations can mislead stakeholders, so adherence to best
practices in chart selection and labeling is essential.

Baseline Survey is the initial data collection effort that establishes the status of key indicators before project
implementation. Baseline surveys are critical for measuring change, but they must be designed to be
comparable with future data collection rounds. In a blended finance water-sanitation project, a baseline
survey might capture household access to safe water, incidence of water-borne disease, and time spent
collecting water. Conducting baseline surveys in remote areas can be logistically demanding and costly.

Endline Survey is the final data collection effort conducted at the conclusion of a project or evaluation
period, used to assess changes relative to the baseline. The endline survey should replicate the baseline
methodology to ensure comparability. Challenges include attrition of respondents, recall bias, and the need
for consistent data collection instruments.

Pre-Post Comparison is a simple evaluation method that compares outcomes before and after an
intervention without a control group. While easy to implement, pre-post designs cannot rule out external
factors that may influence outcomes. For a blended finance micro-enterprise loan program, a pre-post
comparison might show increased revenue after loan receipt, but without a control group, it is unclear
whether the increase is due to the loan or broader economic growth.

Control Group is a set of participants who do not receive the intervention and serve as a benchmark for
measuring the effect of the treatment. In blended finance, establishing a control group can be challenging
due to ethical considerations or market dynamics. Nonetheless, a well-constructed control group enhances
causal inference and strengthens impact claims.

Treatment Group consists of participants who receive the intervention or financial product under study. In
impact evaluation, careful definition of the treatment group is essential to avoid contamination with control
participants. For example, a blended finance guarantee program must ensure that borrowers who receive
the guarantee are clearly distinguished from those who do not.

Sample Size is the number of observations included in a study, influencing the statistical power to detect
meaningful effects. Determining an adequate sample size requires assumptions about effect size, variability,
and desired confidence levels. Under-sized samples may produce inconclusive results, while overly large
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samples increase costs without proportional benefit.

Statistical Significance indicates the likelihood that an observed effect is not due to random chance, typically
evaluated using a p-value threshold (e.G., P Confidence Interval provides a range of values within which the
true effect is expected to lie with a certain probability (e.G., 95%). Confidence intervals convey both the
magnitude and uncertainty of impact estimates. Narrow intervals suggest precise estimates, while wide
intervals indicate greater uncertainty, often due to small sample sizes or high variability.

Data Quality encompasses accuracy, completeness, consistency, and timeliness of data. High-quality data is
essential for credible impact measurement. Common data quality issues include missing values, duplicate
records, and inconsistent definitions. Implementing data validation rules and regular audits can improve
data integrity.

Validation is the process of checking that data accurately reflects the real-world phenomenon it intends to
measure. Validation may involve cross-checking with external sources, conducting spot checks, or
triangulating multiple data sources. In blended finance, validation of financial performance data may require
reconciliation with audited financial statements.

Verification is an independent assessment that confirms the accuracy of reported impact data. Verification
can be performed by third-party auditors, certification bodies, or specialized verification firms. Successful
verification enhances stakeholder trust but adds cost and may require additional documentation.

Audit is a systematic examination of financial records, processes, and controls, often conducted by an
external auditor. In blended finance, audits are essential for ensuring that financial returns are accurately
reported and that funds are used in accordance with agreed-upon purposes. Audits can also cover impact
data, though impact audits are less common and may require specialized expertise.

Third-Party Verification involves an independent organization reviewing and confirming impact data, often
according to a recognized standard such as IRIS or GIIRS. Third-party verification provides credibility but
can be time-intensive and may involve complex documentation requirements.

Impact Rating is a score or classification that summarizes the social or environmental performance of an
investment or fund. Ratings are typically based on standardized metrics and may be used by investors to
compare opportunities. A high impact rating can attract capital, but rating methodologies may differ,
leading to inconsistencies across providers.

Impact Score is a numeric representation of an investment’s impact performance, often derived from
aggregating multiple indicators. Impact scores can be used for internal benchmarking, portfolio
management, or external communication. Developing a robust scoring methodology requires weighting
decisions, normalization of indicators, and transparency about the underlying calculations.

Impact Rating Agencies are organizations that assess and assign impact ratings to investments, funds, or
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companies. Examples include GIIRS, Sustainalytics, and MSCI ESG Ratings. While rating agencies help
standardize impact assessment, their methodologies may not fully capture the nuances of blended finance
structures, leading to potential misalignment with investor expectations.

Impact Benchmarking involves comparing an organization’s impact performance against peers, sector
averages, or best-practice standards. Benchmarking can identify performance gaps and inform strategic
improvements. However, differences in data collection methods, metric definitions, and reporting periods
can complicate meaningful comparisons.

Impact Standard is a set of agreed-upon metrics, definitions, and reporting guidelines that facilitate
consistent impact measurement across organizations. Common standards include IRIS, the Impact
Management Project, and the Sustainable Development Goals (SDG) Indicators. Adoption of standards
improves comparability but may require organizations to adapt existing data collection systems.

Impact Certification is a formal recognition that an organization or investment meets a specific impact
standard, often granted by an accredited body. Certification can enhance credibility and marketability,
particularly for investors seeking verified impact. The certification process may involve extensive
documentation, audits, and ongoing compliance monitoring.

Impact Assurance is a broader concept that encompasses verification, certification, and ongoing monitoring
to ensure that impact claims remain valid over time. Assurance mechanisms can be contractual (e.G,,
Impact-linked payments) or institutional (e.G., Third-party audits). Implementing robust assurance can
increase transaction costs but is often necessary to satisfy sophisticated investors.

Impact Investing describes investments made with the intention to generate measurable social or
environmental benefits alongside a financial return. Blended finance is a subset of impact investing that
combines public or philanthropic capital with private capital to achieve development goals. Understanding
the distinct risk-return expectations of impact investors is crucial for structuring blended finance deals.

Blended Finance Structures are the various legal and financial arrangements that combine different types of
capital to fund development projects. Common structures include public-private partnerships (PPPs),
development impact bonds, and layered capital stacks involving grants, equity, and debt. Selecting the
appropriate structure depends on project risk profile, desired impact, and investor appetite.

Concessional Capital is capital provided on terms more favorable than market rates, such as low-interest
loans, grants, or guarantees. Concessional capital is often used to fill financing gaps, reduce risk, or improve
the affordability of services for end-users. While concessional capital can be highly effective, it may also
distort market signals if not carefully calibrated.

Grant is non-repayable funding typically provided by donors or foundations to support project activities,
capacity building, or risk mitigation. Grants are a common form of concessional capital in blended finance,
often used for feasibility studies, technical assistance, or to cover a portion of upfront costs. Reliance on
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grants can create dependency if not paired with sustainable revenue models.

Equity represents ownership in an enterprise and entitles investors to a share of profits and governance
rights. In blended finance, equity may be provided by impact investors seeking both financial returns and
strategic influence, or by development finance institutions (DFls) to catalyze private sector participation.
Equity investors bear higher risk than debt holders but can capture upside potential if the project succeeds.

Debt is a financial instrument that obligates the borrower to repay principal and interest over a specified
period. Debt is a common component of blended finance, offering predictable cash flows for investors.
Terms such as interest rate, maturity, and covenants can be tailored to reflect project risk and impact
objectives. Debt providers may also incorporate impact-linked clauses, such as step-up interest rates tied to
performance metrics.

Mezzanine financing occupies a middle ground between senior debt and equity, often featuring
subordinated debt with higher interest rates and optional equity conversion features. Mezzanine capital can
provide additional leverage in blended finance deals, particularly when senior lenders require a higher
equity cushion. Structuring mezzanine financing requires careful negotiation of covenants and exit
provisions.

Guarantee is a commitment by a guarantor to fulfill an obligation if the primary obligor defaults. Guarantees
can reduce perceived risk for lenders, enabling access to cheaper financing. In blended finance, guarantees
may be provided by governments, DFls, or insurance firms to cover credit risk, political risk, or performance
risk. Designing guarantees that are effective yet cost-efficient is a complex task.

Risk Sharing involves distributing risk among multiple parties to make an investment more attractive.
Mechanisms such as guarantees, first-loss capital, and insurance are examples of risk-sharing tools. Effective
risk sharing can unlock private capital, but it requires clear legal documentation and alignment of incentives
among participants.

Risk Transfer is the process of shifting risk from one party to another, typically through insurance or
guarantees. For example, a political risk insurance policy transfers the risk of expropriation from the investor
to the insurer. While risk transfer can enhance investor confidence, it may also increase the overall cost of
capital if premiums are high.

Subordination refers to the ranking of claims in a capital stack, where subordinate debt or equity is repaid
after senior debt in the event of liquidation. Subordination can enhance the credit profile of senior debt,
making it more attractive to lenders. However, subordinated investors accept higher risk, requiring
appropriate compensation through higher returns or impact incentives.

First-Loss Tranche is the most subordinate portion of the capital stack, absorbing initial losses before other
investors are affected. First-loss capital is often provided by concessional investors to protect senior lenders
and attract private capital.
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