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Abstract 

Research Problem: Capital mobilized through the financial industry has the power to address the planet’s 

most pressing sustainability challenges. As a result, impact investing has emerged as an approach to integrate 

economic, social and environmental objectives by supporting social entrepreneurs in their operations. Despite 

the recent growth of impact investing in LATAM, the respective industry is still in a comparably nascent phase 

and practitioner publications suggest that many challenges for impact investors remain. 

Methodological Approach: This study explores these challenges embedded in the impact investing 

ecosystem in LATAM and derives suitable means for addressing these. To gain empirical insights into the 

challenges experienced by impact investors in LATAM, this thesis deploys an inductive qualitative analysis 

of semi-structured interviews with experts working for private impact investing funds and intermediaries, thus 

achieving an in-depth understanding of the topic. 

Findings: The central findings of the analysis comprise the main challenges which impact investors face 

in LATAM, and potential means to overcome these. More specifically, the identified challenges are: (1) local 

governments as hindering actors, (2) a lack of communication between impact investing ecosystem actors, (3) 

ill-equipped investees, (4) the lack of utility of traditional financial instruments and (5) cultural constraints. 

Overall, by applying an impact investing ecosystem perspective, this thesis finds that the challenges relate to 

the nascent stage of the impact investing ecosystem in LATAM. Despite the outlined challenges, various means 

to address these were determined, namely: (1) the engagement of local government actors through private-

public initiatives, (2) increased collaboration between impact investing ecosystem actors, (3) investee 

assistance by intermediaries, (4) innovative financial solutions and (5) cultural diversity. 

Theoretical and Practical Contributions: This thesis has contributed to academic research by applying 

an ecosystem perspective to the impact investing field in LATAM. It finds that challenges for impact investors 

are largely related to the weak nature of the impact investing ecosystem in LATAM. More specifically, this 

thesis finds that, while the ecosystem can partially be considered as diverse, it is lacking coherence and 

coordination among ecosystem actors. In terms of practical contributions, this thesis presents a general set of 

practical recommendations for impact investors in LATAM for building the path towards a healthier 

ecosystem. These can be summarized as (1) engaging local governments, (2) cultivating networks, sharing 

insights and attending conferences, (3) co-investing, (4) involving local capital owners with flexible 

approaches, (5) collaborating with intermediaries, and (6) being flexible in the choice of financial instruments. 
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1  
 Introduction 

Achieving sustainable development across the globe has gained increasing attention in the past 

decades as the world community is recognizing that economic growth is not sufficient to address the 

most pressing social issues in society (UN Global Compact, 2020). This has been accentuated by the 

United Nations (UN) creating a global agenda through the seventeen Sustainable Development Goals 

(SDGs), which summarize humanity’s most crucial challenges, such as poverty, inequality, climate, 

and environmental degradation (UN, n.d.). The SDGs ultimately embrace a triple bottom line 

approach to business; in other words, seeking social, environmental and economic sustainability 

worldwide. For the achievement of the SDGs and the mobilization of the required amounts of capital, 

all parts of the economic system must be brought together to take responsibility in pursuing these 

goals – from investors over private business to governments (Sachs, 2012). Furthermore, a rising 

trend of customer orientation towards sustainability and ethical consumption has put additional 

pressure on private sector organizations. This has led to increased efforts of corporate social 

responsibility in existing firms and to entrepreneurs seeking to create sustainable business models 

through social entrepreneurship that aim to solve social or environmental challenges (Buchbinder, 

2019). Private businesses are thus increasingly moving into areas that were formerly occupied by 

governments, philanthropic organizations and individuals. As a result, business practices are 

progressively perceived as a powerful force that can be harnessed for good (UN Global Compact, 

2020). 

When considering that the world’s gross domestic product (GDP) in 2019 corresponded to USD 

87,8 trillion (Bank, 2020), and global assets under management (AUM) in 2019 were USD 85,9 

trillion (BCG, 2020), it becomes evident that the financial industry plays a crucial role in global 

markets. When directed at sustainable businesses, investors have the potential to influence the global 

agenda for social, environmental, and economic development (UN Global Compact, 2020). A change 

of paradigm in the financial industry may therefore help to foster and boost social entrepreneurship 

and change the way that business is conducted. Consequently, the dynamics are slowly moving away 

from short-term shareholder value maximization towards more holistic considerations (UNEP-FI & 

PRI, 2011). 

As a result, a new generation of businessmen and investors has emerged which, additionally to 

for-profit thinking, brings a level of consciousness to the table, which questions and rethinks the 

traditional ways of doing business (IFC, 2019). This shift in business mentality is moreover 

challenging the traditional ways of approaching social problems. Previously, costs of business were 
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externalized to the wider society and the environment to guarantee profit maximization. Now, on the 

contrary, the awareness is rising that resulting negative consequences, such as environmental damage, 

will in the long-term cause additional costs for businesses and investors. (UNEP-FI & PRI, 2011). 

Consequently, the number of investors is increasing, who recognize that making money and having 

a positive impact on the world does not have to be mutually exclusive (Azevedo, 2018). 

1.1. Research Focus and Scope 

One such approach to combine financial return and positive contributions to society is impact 

investing, which directs capital to investment opportunities that intentionally produce measurable 

positive social or environmental outcomes (Hochstädter & Scheck, 2015). Impact investing funds are 

recorded to have accumulated more than USD 715 billion in AUM by the end of 2019 (GIIN, n.d.). 

However, compared to the estimated USD three trillion of financing required to achieve the SDGs 

for 2030 in developing countries (DCs) alone, this sum of money is still small. Therefore, by adopting 

investment strategies with more emphasis on positive social outcomes instead of neglecting the issue 

or merely seeking to minimize negative outcomes, traditional asset owners and fund managers could 

contribute to closing the gap in funding necessary to attain the SDGs (Fine, Hickson, Pandit, & 

Tuinenburg, 2018). Despite a recent surge in AUM in impact investing (Hand, Dithrich, Sunderji, & 

Nova, 2020), relevant empirical, critical and theoretical knowledge remains limited, which poses a 

critical risk of failure for the industry (Agrawal & Hockerts, 2019). That is, only by empirically and 

theoretically demonstrating the industry’s viability to encourage new entrants to the market, can 

impact investing accelerate the wider movement towards private actors addressing social issues 

(GIIN, 2019). 

While issues such as climate change, poverty and widespread environmental deterioration are 

challenging the whole world, Latin America (LATAM) is particularly vulnerable to these issues. With 

184 million people living in poverty as of 2017 (ECLAC, 2019), the region is characterized by 

immense wealth disparities between its richest and poorest citizens and faces various shortcomings 

in terms of political institutions and education (OECD, 2019). Accordingly, the governments’ 

spending alone cannot address the problems in the region sufficiently (Buchbinder, 2019). As a result 

of this public deficiency, there is a growing body of social entrepreneurs emerging, creating business 

models aimed at solving social or environmental challenges through sustainable and yet profitable 

business solutions (Buchbinder, 2019). Naturally, these organizations require financing to launch and 

grow their activities. However, as with most DCs, LATAM suffers from an insufficient access to 

capital and chronic financial market failure. This is why impact investors step in to provide the capital 
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necessary to support these impact focused companies to assist in achieving sustainable development 

in LATAM (Leme, Martins, & Hornberger, 2014). 

However, impact investors face some challenges themselves related to their broader environment. 

Theory on the impact investing ecosystems suggests that impact investing cannot be separated from 

economic, cultural and social factors as it does not take place in a vacuum (Roundy, 2019). Thus, the 

broader environment that the impact investor operates in becomes crucial due to the set of 

interconnected forces that promote and sustain regional impact investing activity. As a result, scholars 

and practitioners (Roundy, 2019; OECD, 2019) suggest that when studying impact investing, the 

specific regional and socio-economic context needs to be considered. Such an impact investing 

ecosystem approach includes the region’s investor characteristics, types of available intermediaries 

and culture, all of which respectively influence impact investor dynamics. Therefore, utilizing an 

impact investing ecosystem approach to contemplate all relevant contextual factors is central to 

assessing challenges and means to overcome these for impact investors and is applied to discuss the 

findings of this thesis. 

1.2. Research Question 

Impact investing could be one way of advancing the much-needed sustainable development in 

LATAM. While the concept of impact investing has gained momentum quickly in most developed 

markets, it is not yet as common in LATAM (Hand et al., 2020). As a result, comprehensive research 

on the topic is still lacking. To facilitate impact investing for more investors and to promote its long-

term success, it is critical to understand which challenges impact investors are faced with in LATAM 

and, ultimately, how these challenges can be overcome. However, only practitioner reports have been 

published on the topic with limited scientific relevance (IMPAQTO, 2018; Leme et al., 2014; 

LAVCA-ANDE, 2018). This scientific gap indicates the need to illuminate the hurdles that impact 

investors are confronted with in their operations in LATAM from an academic perspective. By 

collecting empirical data through semi-structured interviews with current impact investors and 

intermediaries in LATAM, this thesis seeks to answer the following research question: 

What challenges are presented by the local impact investing ecosystem for impact investors 

 in Latin America and how can they be addressed? 

By doing so, it explores the current state of the impact investing ecosystem in LATAM and 

investigates what needs to be done to build a more mature ecosystem. The findings are then translated 

into practical recommendations as to how impact investors can effectively mitigate these challenges 

in the future and how a more prosperous ecosystem can be fostered. 
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1.3. Structure 

This thesis is structured as follows: It begins by outlining the theoretical framework, which aims 

to present a concise definition of the term impact investing and the role of impact investing 

ecosystems, both of which are used to interpret the findings from the interviews and, ultimately, to 

help determine what the challenges are and how they can be overcome. The thesis then briefly 

presents the current state of the impact investing industry on a global scale, followed by reviewing 

the literature on impact investing in LATAM specifically and laying out recent developments in the 

region. The following chapter presents the methodology and research design that were applied to 

answer the research question. The analysis begins by presenting the findings from the data collection 

on challenges that impact investors face in LATAM as well as potential solutions. The thesis then 

discusses the findings by presenting the pitfalls and best practices, which are subsequently translated 

into a set of practical recommendations for impact investors in the region. Finally, the last chapter 

concludes on the challenges as well as the means to overcome them for impact investors in LATAM. 

 Literature Review 

This chapter starts off by portraying impact investing and the role of impact investing ecosystems 

as the theoretical framework of this thesis. Subsequently, criticism of the impact investing concept is 

reviewed to enable a comprehensive understanding, and an overview on the current state of the impact 

investing industry is provided. In the following part, existing literature specific to the Latin American 

context is depicted, including the development and current state of both impact investing activities as 

well as the literature on impact investing in LATAM. Thereby, gaps in the academic discourse are 

identified to be addressed in subsequent chapters of this thesis. 

2.1. Theoretical Framework 

Firstly, this section outlines the emergence of impact investing, followed by a thorough revision 

of different perspectives on what impact investing entails, ultimately leading to the key characteristics 

as applied in this thesis. Additionally, criticism towards the concept of impact investing is reviewed. 

Secondly, the theoretical approach on impact investing ecosystems is discussed. 

 Impact Investing 

 History 

The origins of impact investing go back centuries, as practices like embedding social values into 

business models or aligning these values with investment decisions could, to some extent, already be 

observed during the 17th century (Bugg-Levine & Emerson, 2011). Especially since the 1970s, 
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forerunners of impact investing emerged when concerns were raised about the social and 

environmental costs of financial returns typically generated in most economic transactions. The 1980s 

and 1990s then saw growth in the number of funds that appealed to socially responsible investors 

(Bugg-Levine & Emerson, 2011). 

Socially responsible investing (SRI) and similar ideas, such as sustainable finance and ethical 

investing, emerged throughout the years. SRI, for example, is a well-known and widely used term in 

the modern investing industry. It is commonly associated with “a history of screening that focused 

on what type of firms to avoid” (Bugg-Levine & Emerson, 2011, p. 12) and based on factoring in 

environmental, social and governance risks (Micak & Luo, 2018). Hochstädter and Scheck (2015) 

add that such negative screening practices are mostly applied to publicly traded investments, such as 

stocks and bonds. 

While forms of SRI have already existed for some decades, the term impact investing was only 

formally used in 2007 (Bugg-Levine & Emerson, 2011). During a discussion between investors, 

philanthropists and other industry members, it became evident that an alternative had to be found on 

how to mobilize capital. These investors were seeking to define a significantly more proactive pursuit 

of positive impact instead of only avoiding potential negative impact, as is the case with SRI (Bugg-

Levine & Emerson, 2011; Dallmann, 2018; Hochstädter & Scheck, 2015). Following this conference, 

the Global Impact Investing Network (GIIN) was launched in 2009 and to date can be considered the 

main organizing entity in the field. It is a nonprofit membership organization with 280 members 

across 41 countries building industry infrastructure and supporting activities, education and research 

that help accelerate the development of the impact investing industry (The Rockefeller Foundation, 

2008; MacArthur Foundation, 2018). 

Since then, impact investing has increasingly gained attention among public and private actors. 

Recently, there has been a rising amount of activities as businesses, governments and communities 

investigate new solutions to facilitate transforming the society to be more sustainable and inclusive 

to tackle social and environmental challenges (Omiston, Charlton, Donald, & Seymour, 2015). Large 

investment funds, such as BlackRock or Bain Capital, have launched impact investing funds, and, for 

example, the United States (US) and United Kingdom (UK) governments have introduced new policy 

initiatives leading to an overall promotion of impact investing as a solution to various social and 

environmental challenges (Trelstad, 2016). 
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 Combining Financial Return and Impact Creation 

As the term impact investing has become increasingly used among practitioners, it becomes 

crucial to define what it is – and what it is not. Impact investing aims for both environmental and/or 

social impact in addition to financial returns. Therefore, it is often also called the double bottom line 

or triple bottom line as well as blended or shared value investing, which explains investment 

strategies that intend to generate financial returns while intentionally providing solutions to societal 

challenges simultaneously. Impact investors are then held accountable for achieving those goals, just 

as they are for meeting their financial return goals (Bugg-Levine & Emerson, 2011). This idea of 

impact investing for blended value stands in stark contrast to the traditional belief that financial 

investments ought to primarily produce financial returns, while people seeking to address societal 

problems ought to spend their money on philanthropy to solve these problems, or leave it up to the 

government entirely (Bugg-Levine & Emerson, 2011) (see Figure 1). 

Figure 1 
Differentiation Between SRI, Impact Investing and Philanthropy adapted from The Bridges Spectrum of 
Capital (Bridges Ventures, 2015) 

 

As can be seen in Figure 1, the characteristics of financial-only, SRI, impact investing, and 

philanthropy can overlap, which is why some confusion on the terminological level cannot be ruled 

out (Hochstädter & Scheck, 2015; Agrawal & Hockerts, 2019). In the following, varying definitions 

by both practitioners and academics are contrasted and the characteristics of impact investing, as 

applied in this thesis, are outlined. 

JPMorgan, a US American investment bank, has coined impact investing an “investment asset 

class intended to create positive impact beyond financial returns” (O'Donohoe, Global, & 

Leijonhufvud, 2010, p. 14), hence, putting an emphasis on an intent for positive impact. The GIIN 
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(n.d.), on the other hand, has outlined the following definition of impact investing: “Impact 

investments are investments made with the intention to generate positive, measurable social and 

environmental impact alongside a financial return”, thus adding a need for measurement. The GIIN 

further elaborates on this definition naming four core characteristics, namely (1) intentionality, (2) 

investment return expectations, (3) range of return expectations and asset classes, and (4) impact 

measurement. This definition differentiates impact investing from traditional investing, SRI and 

philanthropy, but it still covers a broad range of potential investments. On the one hand, offering a 

broad definition helps to establish impact investing as a widespread practice, on the other hand, 

however, it makes it harder to identify what really constitutes an impact investment and what does 

not (Trelstad, 2016). 

Recently, Agrawal and Hockerts (2019) reviewed and analyzed publications on impact investing 

from 2005 onwards. Their results show that the academic field has developed from initially providing 

only broad definitions on impact investing (2005-2012) to more nuanced ones with more specific 

characteristics (2012-2016). According to their findings, publications since 2016 have increasingly 

gained complexity and now analyze additional elements, such as stakeholders. Furthermore, they 

conclude that the research on impact investing has evolved from broad conceptual studies to analyses 

of operational characteristics, specific issues and increased use of empirical methods (Agrawal & 

Hockerts, 2019). This illustrates that impact investing has evolved throughout the years and is moving 

towards becoming a more established concept in theory and is increasingly applied in practice.  

The following sections compares the findings of academic reviews as well as highlight specific 

positions of academics and in practitioner reports on impact investing and its characteristics in terms 

of (1) intentionality, (2) investment return expectations and range of return expectations, (3) 

additionality and (4) impact measurement. While these four characteristics are very frequently 

included in both practitioners’ and academics’ definitions, the specific standpoints and perceptions 

differ. The following section therefore reviews the different angles, ultimately leading to the 

definition of impact investing that is used throughout this thesis. 

2.1.1.2.1. Intentionality. According to the GIIN (n.d.), intentionality describes the need for a clear 

intention to generate positive social or environmental impact as contrasted to an investment that might 

accidently generate a positive return. Most of the academic publications as reviewed by Hochstädter 

and Scheck (2015) clearly confirm this position. For example, Brown and Swersky (2012) state that 

it is not sufficient to achieve impact that is an “incidental side-effect of a commercial deal” (Brown 

& Swersky, 2012, p. 3). Hillebrandt and Halsteadt (2018) additionally point out that to show 
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intentionality for positive impact it is the investors’ responsibility to aim for creating positive impact, 

which would not have happened without the investment. Traditional investment funds with the pure 

aim to accelerate the economic development in less developed markets through the provision of 

capital alone are thus insufficient to qualify as impact investors (Bugg-Levine & Emerson, 2011). 

Therefore, intentionality is a fundamental characteristic of impact investing within this thesis. 

2.1.1.2.2. Financial Return and Range of Return Expectations. The second core characteristic 

of impact investing, which this thesis considers, refers to financial return and range of return 

expectations. As mentioned previously, return expectations highlight the difference between impact 

investing and philanthropy (Hochstädter & Scheck, 2015). More specifically, according to the GIIN’s 

definition, this characteristic is fulfilled by a return of capital and does not require a return on capital 

(GIIN, n.d.). In other words, a financial return can be considered achieved once the amount invested 

is recovered. Freirich and Fulton (2009) confirm this viewpoint in an early publication defining the 

minimal necessary return in order to classify as impact investing as the nominal principal invested. 

Thereby, financial returns of impact investing include below-market rates as well as risk-adjusted 

market rates, thus achieving all levels of returns within the impact investing field. 

However, often a differentiation between impact-first or financial-first investors is made 

(Freireich & Fulton, 2009; Hochstädter & Scheck, 2015). Impact-first investments usually offer 

lower, below-market returns, but manage to return the capital with potentially some small return. 

Profit-first investors, on the other hand, seek to optimize financial returns while generating a positive 

impact. These investors often prioritize at least market-rate return investment opportunities and then 

pick those that will lead to positive social or environmental outcomes, such as clean energy 

investments (Freireich & Fulton, 2009). The term impact investor, subsequently, applies to a range 

of investors. Not only those, who are willing to sacrifice part of their financial returns and accept 

below-market returns to generate impact, but also those who identify an investment opportunity that 

creates impact while promising above-market rate returns. Both types of investors are considered 

impact investors throughout this thesis. 

2.1.1.2.3. Additionality. The third criterion that is considered as fundamental in this thesis is 

additionality. The GIIN regards investments in a wide range of asset classes as impact investing, as 

long as they meet the criteria of intentionality, financial returns, and measurement (GIIN, n.d.). 

Hochstädter & Scheck (2015) confirm that authors (Addis, McLeod, & Raine, 2013) publishing about 

impact investing generally accept a broad range of asset classes and financial instruments. While the 

GIIN encourages impact investing among all asset classes, there exist contrasting opinions on impact 



9  
investing in public markets due to a potential lack of additionality (Brest & Born, 2013; Hillebrandt 

& Halstead, 2018). Brest and Born (2013) define additionality in impact investing as “actively placing 

capital in enterprises that generate social or environmental goods, services, or ancillary benefits such 

as creating good jobs, with expected financial return” (Bridges Ventures, 2010, as cited in Brest & 

Born, 2013, p. 24). By emphasizing that capital is actively placed, impact investing via public markets 

would be excluded. The IFC (2019) holds that “it is difficult to argue that merely trading the securities 

of public companies, based on social or environmental criteria, will affect the quantity of the social 

value they produce” (p. 14). In other words, an existing investment is simply replaced by the 

investment of another investor, hence not providing new capital and often leaving only little room for 

engagement with the investee (Hillebrandt & Halstead, 2018). Advocates for impact investing in 

public markets, on the other hand, argue that shareholder engagement and active ownership could be 

a way to achieve additionality in impact investing in public equities, that is, investors developing 

relations with their portfolio companies with intent to positively influence their practices (McNulty 

& Nordberg, 2016), which could mean providing necessary non-financial support (Latham, 2016). 

However, these investments are still less likely to help the investee achieve significant impact because 

of the lack of new capital invested and its lack of adaption to the investee’s specific need (Brest & 

Born, 2013).  

Overall, private debt and private equity instruments have historically been used more commonly 

and despite some increase in public investments, private financial instruments dominate the impact 

investing field to date (Hochstädter & Scheck, 2015; Saltuk, 2013; Hand et al., 2020). Therefore, the 

definition of impact investing applied in this thesis includes only investments that actively place new 

capital. Additionally, microfinance, which is often considered as impact investing (Hochstädter & 

Scheck, 2015), is neglected in the analysis of this thesis. This is based on Agrawal & Hockerts' (2019) 

distinction, defining it as a separate asset class of its own due to particularities in terms of capital 

invested, degree of engagement with the investee, the process of the investee selection, the social and 

commercial outcomes, and the reporting of outcomes (Agrawal & Hockerts, 2019).  

2.1.1.2.4. Impact Measurement. The fourth cornerstone of impact investing is the ability to 

translate intention into impact results. There is a consensus in the literature that the role of impact 

measurement should be fundamental to what impact investors do (Saltuk, 2013; Brest & Born, 2013; 

Ní Ógáin, 2015; Loveridge, 2016; Agrawal & Hockerts, 2019; Hochstädter & Scheck, 2015; GIIN, 

n.d.).  
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The ideal systemic solution for highest comparability, Jackson (2013) suggests, involves 

“building and refining impact metrics that are standardized across the impact investing industry” (p. 

103). Several organizations have intended to produce industry-wide standards to encourage better and 

increased measurement of social and environmental impact (GIIN, 2020; B-Analytics, n.d.). One of 

the most widely used frameworks is the Impact Reporting and Investment Standards (IRIS) produced 

by the GIIN, which lists a number of different performance metrics for investors to evaluate, 

communicate and manage social and environmental performance (Ní Ógáin, 2015). In addition, the 

Global Impact Investing Rating System (GIIRS) provides a rating for funds and companies to 

benchmark and compare social and environmental performance (B-Analytics, n.d.). How these 

systems can interact productively with each other is a key question for industry leaders to better 

understand the scope, nature and performance of impact investments (Jackson, 2013). In this thesis, 

only investments that measure impact are considered as impact investments.  

 Impact Investing Definition as Applied in This Thesis 

Having presented the prevailing characteristics of impact investing applied in the present 

academic and practical discourse on the field, the following defines more precisely how the concept 

of impact investing is used in this thesis. To avoid misunderstandings, for the further course of this 

thesis, the concept of impact investing implies the characteristics of intentionality, financial return, 

additionality, and measurement (See Table 1). 

Table 1 
Characteristics of the Impact Investing Definition as Applied in This Thesis 

Intentionality 
The clear intention to generate positive social or environmental 

impact trough the investment. 

Financial Return 
Financial return expectations without a specific focus on either 

impact-first or profit-first investments. 

Additionality 
Impact Investing in the narrow sense of active placement of new 

capital into the investee organization. 

Measurement 

The social or environmental impact needs to be measurable and be 

measured throughout and after the investment period (not necessarily 

by standardized frameworks.) 

 

For the course of this thesis and on the basis of the above characteristics, the following 

definition of impact investing emerges: Impact investments are actively placed investments with the 
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clear intention to generate financial returns, as well as a measurable – and measured – positive 

social or environmental impact. 

 Criticism of Impact Investing 

While the growth of impact investing is promising for aiding development internationally, some 

doubts about the concept have also emerged, which are acknowledged in this section. Criticism of 

impact investing could potentially result into challenges for investors in LATAM as well, as 

questioning the legitimacy of the industry could prevent more actors from entering the scene and 

ultimately weaken the impact investing ecosystem. Critics of the impact investing industry have 

voiced their concerns about (1) a potential financial sacrifice, (2) the lack of measurement 

standardization and (3) the risk of impact-washing. In the following, the core viewpoints and central 

aspects of these critics are reviewed. 

2.1.1.4.1. Does the Pursuit of Impact Require a Financial Sacrifice? “Simply put, does the 

pursuit of impact require a sacrifice in financial returns?”, Trelstad (2016) investigates in his paper 

“The Nature and Type of Social Investors” (p. 4). According to the applied definition of impact 

investing in this thesis, financial returns must be targeted by the impact investor, however, there still 

seems to be the notion that impact and financial returns cannot be achieved simultaneously. 

Traditional investors have been hesitant to enter the impact investing industry as they are concerned 

with the possible side effects, such as slow returns and high risk (Chhabra, 2015). Several authors 

support this criticism towards the financial potential of impact investing (Milligan & Schöning, 2011; 

Hillebrandt & Halstead, 2018). In the following, various viewpoints on the financial viability of 

impact investing and respective counter positions are reviewed. 

Hillebrandt and Halsteadt (2018) take a strong stance that there is indeed a trade-off between 

financial returns and social impact. They fear that investments offering market-rate returns are more 

likely to provide no additionality, as these investors are often merely replacing socially neutral 

investors with the same profitable risk-return spectrum. Consequently, impact investors may need to 

accept lower returns for the sake of additionality. Hillebrandt and Halstead’s investigation (2018) 

shows that donations tend to be more impactful than impact investments. However, it is much more 

difficult to create substantial impact through donations due to the lack of impact multipliers. In other 

words, while donations can be used just once, the impact investment's multiplier effect derives from 

the fact that it is not a one-time donation, but the money lays the foundation for long-term impact 

generation. 
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On the contrary, Csernyik (2019) finds it problematic that people associate lower returns with 

impact investing and instead, he believes that impact investors are not sacrificing their financial 

returns. Instead, the presence of more traditional investors co-investing in the impact industry 

illustrates that they do have financial returns in mind (Csernyik, 2019). The GIIN’s report 

“Perspectives: Evidence on the Financial performance of Impact Investments” (2017) supports this 

sentiment. It provides a comprehensive review of available research to date on the financial 

performance of impact investments. The report concludes that across numerous strategies and asset 

classes, top quartile funds aiming for market-rate returns achieve similar levels as traditional funds. 

In most cases, the report claims, the spectrum of financial returns in impact investing reflects the 

same trajectory as in traditional investing (Mudaliar & Bass, 2017). 

In conclusion, there is no clear consensus among academics on whether investments require a 

financial sacrifice in order to be impactful (Agrawal & Hockerts, 2019). However, this thesis does 

not seek to determine whether impact investing can or should be compared to traditional investments 

in terms of financial returns. It is yet important to be aware of the different positions and hesitations 

that exist towards impact investing, as they may limit its acceptance as a legitimate practice and can 

thus pose challenges for investors. 

2.1.1.4.2. The Lacking Comparability of Impact Results. Further criticism towards the concept 

concerns impact measurement. While impact investing by some authors is seen as one of the largest 

forces driving social and environmental change globally (Verrinder, Zwane, Nixon, & Vaca, 2018), 

“the measurement of social impact is very fuzzy and yet to be standardized” (Agrawal & Hockerts, 

2019, p. 17). More specifically, varying approaches to measurement of different depth and quality by 

both investors and investees make comparability and reporting difficult. In fact, one of the challenges 

most frequently mentioned by authors is the difficulty in measuring impact, since “only when 

enterprises can convey their social impact with the same credibility and comparability that they 

convey financial performance will impact investing become viable for those [investors] who remain 

skeptically on the sidelines” (Bugg-Levine & Emerson, 2011, p. 4). Accordingly, the authors argue 

that impact measurement needs to be more standardized in order to demonstrate results and prove the 

industry’s legitimacy. 

Better impact measurement is therefore necessary to enable investors to allocate capital to the 

best problem-solvers rather than the best storytellers (Fine et al., 2018). In a survey of fund managers, 

Fine et al. (2018) found that only 24 percent of respondents said they use a set of standard metrics 

across all the investments in their portfolios, with a significant majority selecting particular sets of 

https://thegiin.org/research/publication/financial-performance
https://thegiin.org/research/publication/financial-performance
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metrics for each specific objective. Disparate approaches to measurement like these impose 

administrative burdens since asset owners must figure out how to compare the effectiveness of fund 

managers that report impact in different ways, while fund managers and social entrepreneurs must 

spend time studying different sets of indicators and deciding how to apply them (Fine et al., 2018). 

Similarly, in the GIIN’s most recent investor survey (2020), the “inability to demonstrate impact 

results” and the “inability to compare impact results with peers” have been stated in the top three 

concerns for the industry, which demonstrates how unclear impact metrics can be deterrents to the 

growth of the industry (Hand et al., 2020). Moody et al. (2015) moreover predict that the amount of 

money invested into impact investing will increase rapidly once the organizational challenges for the 

implementation of impact measures have been overcome. 

In summary, across the industry there still seems to be a lack of comparability of impact results. 

On the one hand, this is problematic because it makes both investors’ and entrepreneurs’ operations 

less efficient due to the time spent on understanding various sets of metrics. On the other hand, 

comparability of impact results is important for the overall legitimacy of impact investing as a practice 

to attract more capital in the long run. 

2.1.1.4.5. Impact-Washing. Lastly, impact washing is a common critique towards the concept of 

impact investing. A lack of clear guidelines of impact measurement as well as using impact as a 

marketing strategy when lacking genuine intentionality, may lead to both investors and investees 

exaggerating the true impact of their activities (IFC, 2020; Findlay & Moran, 2019). This is 

underlined in the GIIN’s most recent report, which depicts the biggest concern in the industry as 

impact-washing (Hand et al., 2020). Freireich and Fulton (2009) already identified these dangers in 

2009 by outlining that if social impact was too loosely defined, then it could turn from doing good 

into simply feeling good. Impact washing thus refers to the increased difficulty to distinguish purely 

profit-maximizing projects, which use intelligent marketing campaigns to improve their image, from 

projects that have a real social impact (Bugg-Levine & Emerson, 2011).  

In conclusion, taking the presumed financial sacrifice and the lack of comparability in impact 

investing as a basis, the risk for impact washing can potentially jeopardize the legitimacy of impact 

investing, which would pose challenges for impact investors in LATAM. Referring to the definition 

of impact investing outlined in this thesis, the emphasis on intent, measurement and additionality 

therefore gains importance as it can minimize the risk of impact washing. 
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 The Impact Investing Ecosystem 

 The Ecosystem Approach 

Related to the concept of impact investing, several authors talk about the impact investing industry 

(Hochstädter & Scheck, 2015; OECD, 2019). Usually, this term refers to a sub-field of the traditional 

investment industry, which is generally comprised of different participants such as investors, asset 

managers, financial advisory service providers and other related financial service providers (Rossa 

O’Reilly, 2014). Similarly, the impact investing industry includes the same types of actors - yet, they 

focus on impact investments specifically. In addition to the industry concept, other approaches 

emphasize the different relationships at play. For example, some business researchers (Moore, 1993; 

Peltoniemi, 2004) have adopted an ecosystem model in the analysis of business relationships and 

strategic decision making. Just like biological ecosystems, social and business ecosystems are 

characterized by loosely interconnected participants who depend on each other and the wider 

landscape for their mutual effectiveness and survival (Peltoniemi, 2004). 

An ecosystem approach has also been applied in research on entrepreneurship, built on the 

premises that in order for entrepreneurship to be fostered, many actors within entrepreneurial systems 

play important roles (Neck, Meyer, Cohen, & Corbett, 2004). Neck et al. (2004) further define 

incubators, informal and formal networks, and culture as components of entrepreneurial systems that 

play an important role for successful entrepreneurial ventures. However, analyses on the topic have 

so far predominantly been conducted for conventional entrepreneurship rather than social 

entrepreneurship, which can be defined as the pursuit of opportunities that address societal problems 

through innovative business models (Hochstädter & Scheck, 2015). Compared to traditional investors 

who do not play a significant role in a conventional entrepreneurship ecosystem, impact investors 

have the potential to be a stronger driver within the impact investing ecosystem due to their values 

and motivation to achieve positive impact (Roundy, 2019). 

While applying an ecosystem perspective to impact investing is not an entirely new thought, the 

number of concerning academic publications, in which the concept is utilized, to date remains limited. 

Only few studies with a regional focus– for example, on Japan and Singapore – have been published 

to date (Acevedo & Wu, 2017). Roundy (2019), as the first author who specifically developed a theory 

on impact investing ecosystems, outlines three attributes which characterize such ecosystems in their 

best state, namely ecosystem diversity, coherence and coordination. Ecosystem diversity thereby 

constitutes a diverse spectrum of target investees as well as investors using diverse financial 

instruments and seeking different rates of return (Roundy, 2019). As this thesis is concerned with 
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challenges for investors, the spectrum of target investees is examined, rather than investor diversity. 

This is because specific rates of returns and the range of financial instruments would be more relevant 

to examine the entrepreneurs’ needs, as opposed to the investor’s constraints. Ecosystem coherence 

means that even with diversity, a healthy ecosystem includes a subset of investors with similar goals. 

Collective values and shared activities among actors can support coherence within an ecosystem. 

Furthermore, there is a need for multiple investors to engage in similar activities in order to achieve 

coherence. Ecosystem coordination then assumes that investors need to engage in interconnected 

efforts among each other and with other ecosystem participants (Roundy, 2019). Consequently, 

without coordination, impact investors lack the ties to other actors that have the potential to provide 

a structure to the ecosystem for it to function as a system, rather than an unconnected group of 

autonomous agents. Networking events, for instance, can be one way to foster ecosystem coordination 

(Roundy, 2019). 

The benefits of coordination among key stakeholders in regionally centered ecosystems have also 

been outlined in a practitioner’s brief by the Urban Institute (Audette, Balbach, & Ashley, 2019). It 

is highlighted that ecosystem actors can create a better understanding of community needs, capital 

flows and capital gaps. Healthy ecosystems can thus increase trust, facilitate cross-sector 

conversations and better coordinate investments and services provided. Collaboration also offers 

more opportunities for collecting and sharing information, such as their experiences, legal documents 

and best practices to drive (Audette et al., 2019). 

 Key Actors in Impact Investing Ecosystems 

When taking a closer look at the various components and stakeholders in the impact investing 

ecosystem who each interact differently, the “Social Impact Investing Market Framework” developed 

by the Organization for Economic Co-operation and Development (OECD) (2019) becomes helpful 

to supplement Roundy's (2019) approach to impact investing ecosystems (see Figure 2). 

The framework divides actors into the demand-side of capital, the supply-side of capital and the 

intermediaries (OECD, 2019). Moreover, it highlights that also a broader enabling environment is 

part of a healthy impact investing ecosystem. This environment is highly impacted by, for example, 

the regulatory system as well as the state of financial markets (OECD, 2019). Creating effective 

policies and regulations is therefore crucial to help develop the market through supporting market 

infrastructure and establishing investment incentives (OECD, 2019). Combining both frameworks 

results in the approach to impact investing that is applied in this thesis, which is further described in 

the following (see Figure 2). 
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Figure 2 
Impact Investing Ecosystem, based on OECD, 2019 and Roundy, 2019 

 

The actors on the demand-side – the investees – include social enterprises. A social enterprise is 

typically characterized by a social mission or objective that the business seeks to fulfill, as opposed 

to the profit-seeking objective of a traditional business. While a universal definition of such social 

enterprises is difficult to find, tackling social, environmental and economic needs through innovative 

business models is a common theme across most definitions. Hence, social enterprises are profitable 

and sustainable at the same time (Blount & Nunley, 2014). These social enterprises require financing 

that can be obtained from different sources, such as foundations, the public sector, banks or impact 

investors (OECD, 2019). 

The supply-side can be divided into public and private actors. Public actors, for example, include 

governments, multilateral and national development banks and development finance institutions. 

Private actors, in turn, can be comprised of e.g. impact investing funds, commercial banks and 

foundations (OECD, 2019). Risk-aversity differs between the different types of actors. In contrast to 

governmental actors and other rather risk-averse investors, privately owned foundations and other 

risk-tolerant investors are willing to take on greater risks and create innovative investment types 

(OECD, 2019).  

Lastly, intermediaries provide a link between the sources of capital and the end users of capital, 

which can improve efficiencies in the market (OECD, 2019). Roundy (2019) calls these “impact-

oriented support organizations”, which tend to have a capacity building function, such as accelerators 

and incubators (OECD, 2019; Roundy, 2019). Incubators usually offer shared office spaces in 

combination with management and business support services while accelerators provide structured, 
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cohort-based programs, which are sometimes referred to as bootcamps for entrepreneurs (Hochberg, 

2016; Akçomak, 2009). Both can be especially helpful for early-stage social enterprises by providing 

mentorship and technical assistance (Roundy, 2019). Moreover, intermediaries attempt to match 

investees with investors to improve deal flow (Roundy, 2019). As different types of investees and 

investors respectively require a different form of support, varying types of intermediaries are needed 

(OECD, 2019) to create a social network that allows investors and other participants to exchange 

information efficiently and work together to build and strengthen the ecosystem, rather than merely 

focusing on their own activities (Roundy, 2019). 

In conclusion, when analyzing challenges for impact investors in LATAM, it is important to keep 

in mind other ecosystem participants as well since they need to engage in interconnected efforts to 

develop and support the ecosystem. The focus of this thesis is on the supply side of capital – more 

specifically, on impact investing funds – to illuminate the barriers that impact investors are faced with 

when operating in LATAM. 

2.2. The Current State of Impact Investing 

Impact investing has gained increasing momentum in recent years (GIIN, n.d.). The following 

sections depict the current state of impact investing both globally and with a focus on LATAM. 

 Global Developments 

For gaining a better understanding of the current state of the industry on a global level, industry 

reports and surveys by the International Finance Corporation (IFC) and the GIIN provide insights on 

the current state and trends of the industry. 

The GIIN´s Annual Impact Investor Surveys ask impact investors (according to the GIIN’s 

definition) to respond to a survey about their investment activities (Hand et al., 2020). As of the end 

of 2019, the GIIN estimates the full impact investing market size to be USD 715 billion in AUM. It 

bases the calculations on their proprietary surveys as well as on information provided by third-party 

investor networks (Hand et al., 2020). 

The IFC (2019) seeks to provide an estimate of the impact investing industry size as well. 

According to IFC estimates, when only looking at private impact investment funds, the market size 

accumulates to USD 71 billion in 2018 and USD 205 billion in 2019 (IFC, 2019; IFC, 2020). When 

adding impact investments made by Development Finance Institutions to the equation, the full market 

size amounts to USD 505 billion in 2019 (IFC, 2020). The difference in numbers between the GIIN 

and the IFC reports highlights the risk of impact washing. This is because the GIIN considers 
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investors that self-identify as impact investors, thus resulting in a larger amount of AUM, while the 

IFC applies a stricter methodology and identifies a smaller market size of impact investing. As this 

thesis focuses on private impact investing funds, the IFC likely provides more accurate information 

on characteristics specifically of these funds, therefore, the following section will draw on 

information from their report instead of the GIIN’s report. 

When looking at the global distribution of the location of target investees, about 30 percent of the 

capital raised for impact investing funds are estimated to go to DCs and emerging markets (EMs) 

with only about 3 percent directed at LATAM specifically (IFC, 2020) (see Figure 3).  

Figure 3 
Regional Focus of Private Impact Investing Funds, 2009-2019, adapted from IFC (2020) 

  

As the information available exclusively focusing on private impact investing funds is limited, 

information provided by broader surveys and estimations can be helpful to gain an overview. 

Thereby, estimations from the GIIN show that just four percent of impact investors are headquartered 

in LATAM and the Caribbean, and those are mostly in Brazil and Mexico (Hand et al., 2020), while 

79 percent of investors emerged from North America and Europe. Preferred asset classes of impact 

investing funds depend on whether the target location is in a developed or DC or EM. While in 

developed markets infrastructure investments by far seem to be the most popular, in DCs and EMs, 

private equity, venture capital and private debt investments dominate (IFC, 2020). 

Private equity and venture capital are typical equity instruments for investing in small and 

medium enterprises (SMEs) and start-ups. The differences lie in the types and business stage of 

companies invested in, the amount of capital invested and the size of the equity stake obtained through 

their investments (Metrick & Yasuda, 2010). Hence, successful private equity or venture capital funds 
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will only make an investment, if an exit through a sale or an initial public offering (IPO) can be 

expected in the foreseeable future (Metrick & Yasuda, 2010). For private debt financing, the borrower 

must pay a specified amount of interest to creditors at fixed intervals, regardless of the financial 

condition of the borrower (Cusmano & Thompson, 2018). As a result, the lender usually has only 

limited interest in the company achieving exceptionally high rates of return, which is why they will 

prefer lending to companies with low risk, even if this means rejecting borrowers with projects with 

potentially high returns (Cusmano & Thompson, 2018). 

In between debt and equity, there is a range of financial instruments that are often called hybrid 

instruments (Cusmano & Thompson, 2018), meaning they display some features of debt and equity. 

This type of financing is especially useful for SMEs, because it embodies less loss of control than in 

traditional equity transactions, such as subordinated debt or revenue-based financing. In contrast to 

venture capital, where the investor is willing to provide capital to firms with negative cash flows, 

these hybrid instruments are typically used in a later phase of the company when it has attained 

positive cash flows. Revenue-based financing moreover usually implies an obligation for the 

company to make payments linked to its financial performance (Cusmano & Thompson, 2018). 

 Focus on Latin America 

While current discussions on impact investing largely originate in the developed world, LATAM 

likely faces its own challenges and specific needs and characteristics. The following section lays out 

regional characteristics of LATAM and presents an overview of impact investing activities in the 

region. Thereby, existing publications are reviewed in terms of challenges and opportunities for 

impact investors in LATAM. 

 Characteristics of Latin America 

LATAM is comprised of 42 countries in the Americas south of the US, which are home to more 

than 626 million people (Vokoun & Daza Aramayo, 2017). The region enjoys abundant natural 

resources, great opportunities in agriculture, manufacturing, tourism and the potential to produce 

energy from various renewable energy sources (Vokoun & Daza Aramayo, 2017). Latin American 

countries moreover share a joint history characterized by colonialism and military regimes were the 

prevalent form of government in the region in the second half of the twentieth century. As a result, 

the promotion of human rights and political participation was strongly suppressed (Fifka, Kühn, 

Adaui, & Stiglbauer, 2016). 

Regarding the socio-economic landscape in LATAM, the region faces several challenges, such 

as poverty, corruption, quality of education, informal work and unemployment (OECD, 2019). 
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Although in the past decade substantial progress in reducing inequality has been achieved across the 

region, high income inequality is still a widespread issue (Gendreau & McLendon, 2020). While 

traditionally the government plays the central role in providing social services and public goods to 

society in LATAM, the public system has left needs unmet, with 184 million people living in poverty 

as of 2017 (ECLAC, 2019). Moreover, the quality of education remains relatively low and data by 

the World Bank suggests that students are two years behind the OECD average regarding their 

educational level (OECD, 2019). Most Latin Americans consider the family to be the most important 

social group, which generally takes precedence over work and other obligations, which also explains 

why many SMEs are family owned. Thus, compared to developed regions, it is also more common 

in LATAM to hire family members and many Latin Americans feel more comfortable doing business 

with people they know personally (Chandan, 2016). 

Another issue concerning formal institutions is the lack of financial inclusion in LATAM, which 

has been defined as the access to formal financial services by households and firms. Financial 

inclusion is therefore believed to contribute to poverty reduction as well as the improvement of 

people’s livelihoods as it enables people to launch and grow businesses (Sahay, Cihak, & N’Diaye, 

2015). However, for many enterprises, particularly in their early stages, it can be difficult to access 

capital, which aligns with their needs and characteristics and enables their development and growth 

(OECD, 2019). The traditional banking system often does not offer access to capital to the lowest 

segments of the market (Schau & Kowszyk, 2013) and especially high impact firms with innovative 

business models are often unfamiliar with banks and do not have a financial track record or the 

necessary collateral required to offset a higher risk loan (IMPAQTO, 2018). Today, access to finance 

continues to be the biggest obstacle to the growth of micro, small, and medium-sized enterprises 

(World Bank, n.d. b). These companies rely heavily on self-financing or informal financing solutions, 

given the continued reluctance of conventional financial institutions to meet their capital needs (Schau 

& Kowszyk, 2013). 

Moreover, the barriers in the business environment in LATAM are discouraging as they create an 

unfavorable environment for investment, especially venture initiatives and potentially slow down the 

economic growth of a country (Vokoun & Daza Aramayo, 2017). Despite these challenges and social 

inequalities, LATAM is home to many fast-growing emerging economies that possess a strong 

entrepreneurial culture with an engaged millennial population interested in social progress and 

fondness for start-ups (Fifka et al., 2016). This results in innovative business approaches to the 

region’s problems by addressing consumer needs in largely under-served markets while making a 
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profit (OECD, 2019). Fifka et al. (2016) conclude that the manifold challenges to sustainable 

development in LATAM in all three spheres of sustainability – economic, social, and environmental 

– can be addressed by impact investing, as social enterprises can reach the most vulnerable in the 

society. Giving them access to financing is therefore key to the development of the region by “giving 

people the boost they need to get out of poverty on their own” (Schau & Kowszyk, 2013, S. 13). 

While there are numerous similarities between Latin American countries, it is yet important to 

state that their economic development varies widely, ranging from low-income Guatemala to Chile 

and Mexico, which both belong to the OECD as the organization of developed nations and rank very 

high on the Human Development Index by the UNDP (UNDP, n.d.; UNDP, 2019). Overall, even 

though Latin American countries may look promising for investments due to greater social 

entrepreneurial opportunities, they tend to be very risky (Agrawal & Hockerts, 2019). Thus, the 

difficult regional characteristics may pose challenges for the impact investing ecosystem that 

differentiate from other regions, and it important to investigate these and how funds operating in the 

region can deal with them, in order to achieve their goals financially and impact wise. 

 Impact Investing in Latin America 

In the following, the current state of impact investing in LATAM is outlined and existing 

publications are reviewed. Although the term impact investing itself is not yet well-known across the 

region, there are many enterprises delivering social impact along with financial returns. Such 

companies can play a key role not only for economic activity, but for development in the region 

(Banks, Scheyvens, McLennan, & Bebbington, 2016). 

In 2019, the OECD published a book on impact investing worldwide, including sections about 

specific Latin American countries. It states that Argentina, Brazil, Colombia, Mexico and Peru are 

the largest markets for impact investing in the region, whereas other countries register less impact 

investing activity. Overall, the impact investing market is growing in the region (OECD, 2019). 

Correspondingly, LAVCA-ANDE found in 2018 that respondents to their survey accumulated USD 

4.6 billion AUM, representing a growth of almost 30 times in just ten years from USD 160 million in 

2008. The OECD (2019) moreover states that in terms of the supply side, impact investors in LATAM 

range from family offices, foundations, early-stage impact funds, private equity funds, development 

finance institutions to institutional investors, with family offices playing a particularly important role 

(OECD, 2019). 

The first local impact investing fund in LATAM, Ignia Fund, was founded in Mexico in 2009 

(Davidsen, 2016). Since then, the country is still considered a frontrunner in the impact investing 
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industry, not least because the Mexican government has successfully created supporting institutions 

and policies for entrepreneurs and for social issues (IDB, 2016). However, much of Mexico's impact 

investing market is based on its history in microfinance and still 82 percent of impact investments in 

the region were made in microfinance, according to a survey in 2015 (LAVCA-ANDE, 2016). 

Colombia is also recognized as one of the most mature impact investment sectors within the region 

with active intermediaries, strong government support and a proactive social impact investment 

industry (IDB, 2016). In other smaller markets, such as Guatemala, impact investing is still far from 

being mainstream. However, this type of investment has grown exponentially in Central America on 

the level of participating funds and committed funds (Reynolds, 2019). This can partly be attributed 

to the Latin American Impact Investing Forum (FLII), an annual conference that focuses on impact 

investing and social entrepreneurship in LATAM, which took place in Guatemala in 2018. It has 

positioned itself as the largest gathering of the region seeking to strengthen the impact investment 

ecosystem since 2011 with the objective to generate connections between investors and entrepreneurs, 

capacity developers, academic entities and the media from around the globe to create innovative 

solutions to solve the most pressing social and environmental issues (Reynolds, 2019). 

Only recently, more geographically focused academic studies on impact investing have emerged, 

however, to date they are more often focused on developed countries like Germany or Australia 

(Glänzel & Scheuerle, 2016; Castellas, Ormiston, & Findlay, 2018). The first practitioner publication 

on impact investing in LATAM specifically was published in 2013 and attempts to provide an 

overview of the impact investing landscape in the region (Schau & Kowszyk, 2013). Other industry 

reports by practitioners and supporting organizations provide information on the overall state and 

development of impact investing in LATAM (Leme et al., 2014; IMPAQTO, 2018, LAVCA-ANDE, 

2018), which are reviewed in the following. 

An early report was conducted by the consulting firm BAIN & Company and provides an analysis 

of the LATAM impact investing industry (Leme et al., 2014). The brief report presents an assessment 

of the landscape at the time as well as the main challenges and an outlook in terms of opportunities. 

It is based on interviews with 25 impact investment fund representatives and additional online 

sources; however, the report does not lay out any further information about methodology used and 

the results do not go into depth. Furthermore, many of the findings considering the landscape of the 

industry do not represent the latest developments, as figures, such as capital invested and numbers of 

investors active in the region as well as country of origin, change quickly (Leme et al., 2014). 

Additionally, Leme et al. (2014) outline information on three key challenges for impact investing in 
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the region. The first one is a lack of demand for capital, which translates to several funds trying to 

score deals with the same high-potential investees (Leme et al., 2014). Secondly, the report notes a 

lack of suitable exit strategies. For example, IPO markets are not developed well in the region and 

potential buyouts by larger companies are hard to foresee as these companies just commence to show 

interest in sustainable businesses. The last challenge outlined is a lack of supporting institutions, such 

as legal frameworks for organization achieving profits and social impact simultaneously, such as the 

B-corporations in the US. On a more positive note, Leme et al. (2014) see the beginning of hub 

formation with increased impact investing activities, such as in Mexico or Colombia. The authors see 

these countries as a promising sign for the growth of the industry and acknowledge the increasing 

number of funds and intermediaries active in the region. 

Another source on the development of the impact investing industry in LATAM is provided by 

the Latin America Venture Capital Association (LAVCA) in cooperation with the Aspen Network of 

Development Entrepreneurs (ANDE) (LAVCA-ANDE, 2018). The LAVCA is a non-profit 

membership organization that seeks to promote private capital investments in LATAM and conducts 

research in the field to support their work. The LAVCA has published two reports about the state of 

impact investing and observable trends in LATAM in both 2016 and 2018, accounting for the years 

2014-2015 and 2016-2017, respectively. Data was collected via surveys sent to private investment 

funds among its member organizations and analyzed quantitively. For the 2018 report, the results are 

based on answers of 67 respondents from inside (45 percent) and outside (55 percent) the region, of 

which 55 confirmed making investments in the region. It finds that capital was predominately 

invested in microfinance institutions (MFIs) (see Figure 4). Thus, it can be observed that while there 

is increased impact investing activity in LATAM, much of it is still concentrated on MFIs. A large 

amount of investments focusing on other sectors, such as energy or education, was concentrated in 

Mexico. On the use of financial instruments for their investments, the report concludes that equity 

was the most frequently used instrument by the respondents, followed closely by debt and then quasi-

equity (LAVCA-ANDE, 2018). 
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Figure 4 
Deal Volume and Capital Deployed for MFI and non-MFI Investments in 2016-2017, adapted From LAVCA-
ANDE, 2018 

  

Moreover, the report concludes that respondents to the survey perceive fundraising/availability 

of capital, development of ecosystem players and appropriate investment vehicle as the main 

challenges for the industry. Remaining answers include impact measurement, finding investment 

opportunities, macroeconomic conditions, regulations & policies, new entrants/competition, 

transparency, currency risk/devaluation (LAVCA-ANDE, 2018). However, the report provides no 

context on these challenges or correlations with other aspects to interpret these findings, which is 

elaborated on below. 

Due to its quantitative methodology, the report provides a comprehensive overview across a broad 

spectrum, however, it does not present information on correlation between findings, and therefore 

cannot provide context. Additionally, only 60 percent of the respondents were private impact 

investing fund managers, which are the focus of this thesis, whereas 37 percent of respondents 

identified as private equity or venture capital fund managers and not specifically as impact investors. 

Moreover, the methodology specified that, while impact needed to be intentional, it did not include 

measurement of impact as an inclusion criterium for participants. Thus, impact-washing can 

potentially be an issue as it is not given that all investments accounted for in this report are true impact 

investments, as defined in this thesis. 

Lastly, a practitioner report specifically analyzing the impact investing landscape in LATAM has 

been published by IMPAQTO (2018), a social innovation accelerator and network of coworking 

spaces in Ecuador. While the before mentioned reports are broader, IMPAQTO sought to analyze the 

necessary steps to promote impact investing specifically in LATAM’s smaller markets. Furthermore, 

they limit the analysis to start-up and early stage impact investments with ticket sizes of less than 
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USD 500,000 (IMPAQTO, 2018). IMPAQTO (2018) carried out over sixty interviews with investors 

and entrepreneurs and states that there was “an important first wave of impact investment in the 

LATAM region” (p. 10) from 1997-2016. As this activity was mostly in large market countries such 

as Mexico, and, more recently, Colombia, IMPAQTO (2018) now advocates for a second wave of 

impact investing, specifically in smaller markets (IMPAQTO, 2018). While this report goes into 

depth on some of its findings, large parts of it are rather anecdotal. Furthermore, the methodology is 

inconsistent as it aims to provide information on small markets with a focus on seed capital but still 

includes experience from participants outside these criteria.  

As IMPAQTO (2018) highlights four main challenges for impact investing in LATAM's smaller 

markets, it can yet provide insights in relation to the research question of this thesis. The first 

challenge is the small market size of the countries in LATAM as investors often dismiss opportunities 

in these markets due to perceived limitations in scale. According to their data, investors are 

specifically worried about “sourcing quality deals and achieving expected returns” (p. 33) within 

these countries. The second challenge relates to the early stage of the industry, more specifically, the 

lack of skilled entrepreneurs as well as a lack of diversity among investors in terms of their investment 

criteria, such as ticket size and business stage. Additionally, IMPAQTO (2018) recognizes the nascent 

stage of networks, specifically. However, the report states that over the past decade, key impact 

investing industry events have emerged, such as the Latin American Impact Investing Forum (FLII). 

The third challenge relates practical challenges for investors to fund regulation, such as complicated 

procedures for setting up funds. Furthermore, equity investors specifically, face comparatively high 

taxation on capital gains. The last challenge rather focuses on the investee perspective, stating that 

traditional loans from commercial banks are difficult to access and that grants do not incorporate a 

follow-up and much needed help to develop skills and create networks. 

Regarding opportunities, IMPAQTO (2018) suggests investing in neighboring markets to 

overcome the perceived lack of pipeline when focusing on single small countries. Moreover, it is 

outlined that high net worth families “represent a powerful lever for catalyzing impact investment” 

(p. 52) in the region. The report also recommends addressing legal barriers that investors face in the 

region through advocating policy reforms on a national level to remove barriers to and create 

incentives for impact investment, as well as promoting legal structures that support high impact 

investors. Lastly, the report advocates for financial innovations to meet the needs of high-impact 

enterprises and the investors who seek to support them. These include recoverable grants, revenue-

based financing, or alternative equity structures.  
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Overall, these publications conclude that despite the challenging economic and political 

environment across the region outlined previously, impact investing has seen rapid growth in 

LATAM over the past decade (LAVCA-ANDE, 2018; IMPAQTO, 2018; Csernyik, 2019; Davidsen, 

2016). However, impact investing is still a relatively new practice in LATAM and academic 

publications on challenges do not yet exist and previous practitioner reports have several 

shortcomings. These include the deficient analysis of LATAM-specific data (GIIN; OECD), lack of 

methodology and outdatedness (Leme et al., 2014), inclusion of microfinance and lack of correlation 

between findings (LAVCA-ANDE, 2018) and the anecdotal nature of the findings (IMPAQTO, 

2018). Therefore, this thesis has the potential to illuminate the subject in detail from an academic 

perspective by applying an impact investing ecosystem approach and additionally provide 

recommendations for impact investors on how to address the challenges that they are faced with in 

LATAM. 
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 Methodology 

While data collection is commonly viewed as central to the methodology in a research project, 

further considerations are necessary, ultimately explaining how choices for data collection have been 

made (Saunders, Lewis, & Thornhill, 2019). To illustrate these methodological reflections, Saunders, 

Lewis and Thornhill (2019) have created the Research Onion (see Figure 5). Referring to each 

component of the research onion from the outer to the inner layer, the methodology for this research 

project is outlined in the following, namely reflecting on (1) research philosophy, (2) research 

approach, (3) research design and (4) techniques and procedures, which includes methods for data 

collection and analysis, and finally, (5) the quality of this research. 

Figure 5 
The Research Onion, adapted from Saunders et al. (2019) 

 

3.1. Research Philosophy 

According to Saunders et al. (2019), research philosophy relates to “a system of beliefs and 

assumptions about the development of knowledge” (p. 130). Thus, new knowledge is generated 

through research, and any researcher will – consciously or not – make several assumptions throughout 

the course of the research project. This includes ontological assumptions about the realities that are 

being encountered, epistemological assumptions about human knowledge and axiological 

assumptions about the influence of the researcher’s own values on the research process. That is, the 

researcher’s understanding of e.g. the research question and methods as well as the interpretation of 

findings is influenced by these underlying assumptions (Crotty, 1998). Therefore, it is important to 
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consistently lay out the assumptions that have been made to choose methods, strategies and data 

collection techniques coherently (Saunders et al, 2019). 

Within the business and management discipline, assumptions are generally made on a spectrum 

between two extremes, namely objectivism and subjectivism. Ontologically, objectivists believe there 

is only one true social reality. Hence, there is no room for experiencing or interpreting reality 

differently. Epistemologically, they seek to develop knowledge by analyzing numbers and create law-

like generalizations. Axiologically, objectivists consider their research detached from their own 

values and beliefs. Subjectivists, on the contrary, believe that reality is only what people attribute to 

it, leading to multiple realities depending on the social actors. They take opinions into account as 

knowledge and consider, for instance, spoken accounts as good data and create context specific 

knowledge. Furthermore, subjectivists believe research cannot be value free and the researcher should 

be reflexive on their own values (Saunders et al., 2019). Various research philosophies and related 

underlying assumptions can be observed across the spectrum between objectivist and subjectivist 

positions. Five of the most common philosophical positions are positivism, critical realism, 

interpretivism, postmodernism, and pragmatism (Saunders et al., 2019). 

The underlying ontological and epistemological assumptions for this research project are largely 

based on interpretivism. Interpretivism, overall, demonstrates the set of assumptions taken by a 

subjectivist and can, to some extent, display the author's own underlying assumptions and research 

philosophy. Ontologically, an underlying assumption for choosing the topic and research question of 

this thesis is that aspects, such as culture and language specific to a country, influence the encountered 

reality. It is, therefore, relevant to take these into account throughout the research project. This is 

consistent with the interpretivist view, which sees realities as complex and socially constructed. 

Furthermore, the value of narratives and perceptions as contribution to new knowledge is 

acknowledged, which coincides epistemologically with interpretivism (Saunders et al., 2019). 

However, it is also recognized that the author's own set of assumptions overlap with pragmatist 

assumptions. Pragmatism also considers realities to be complex and rich, but, epistemologically, 

seeks to create knowledge, that can enable successful action and practical implications of knowledge 

in specific contexts, which is ultimately the goal of this thesis. Axiologically, both philosophies 

consider the researcher to be reflexive. However, interpretivism assumes that the researcher is value-

bound, meaning their own values and beliefs influence the interpretation of data, and, hence, play an 

important role in the research process. It is, therefore, considered important that the researcher seeks 

to truly understand the perspectives of research participants. Pragmatist axiological assumptions 
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include that the researcher is value-driven rather than value-bound. That means, researchers initiate 

the research project based on recognizing a problem considered as important to be solved. Pragmatist 

research often explores a relatively young and emerging practice, as this thesis does, and focuses the 

research on exploring challenges as well as developing possible solutions as new knowledge 

contributions (Saunders et al., 2019). 

Concludingly, the underlying research philosophy that this thesis is built on, can be considered 

influenced by pragmatist as well as interpretivist influences. This combination of philosophies is 

supported by Saunders et al. (2019), who recognize a researcher's philosophy does not necessarily 

match one of the philosophies one hundred percent. 

3.2. Research Approach 

Generally, either a deductive, an inductive or an abductive research approach can be followed 

(Saunders et al., 2019). Through a deductive approach, a hypothetical proposition is tested for causal 

relationships to achieve theory development. Contrarily, when using an inductive approach, empirical 

data is collected to examine a phenomenon and ultimately, achieve theory building through e.g. the 

creation of a conceptual framework. When both approaches are combined, that is, when a 

phenomenon is explored to contribute to theory development, which is subsequently tested, this refers 

to an abductive approach (Saunders et al., 2019). 

Regarding the specific research focus of this thesis, throughout a thorough review of secondary 

data, knowledge on potential challenges for impact investing in LATAM came to light. However, the 

amount of publications is small and consists of practitioner publications with methodological 

shortcomings; hence the observations remained incomplete. Nevertheless, findings from secondary 

data influenced the initial design of the interview guide. Yet, open questions and the semi-structured 

conduction of the interviews were directed at discovering new information. Therefore, this research 

project follows an inductive approach collecting data to draw logical inferences and to create a more 

elaborate body of knowledge on the topic. 

3.3. Research Design: Methods, Strategies and Time Horizon 

Choosing research strategies as well as methods and setting the time horizon of the research 

project builds a methodological framework, which can be referred to as research design (Saunders et 

al., 2019). The research design, accordingly, lays the foundation for how data is collected and 

analyzed, and, thus, for how this thesis’ research question is answered (Saunders et al., 2019). 
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Fundamental for the research design is the employed method, which can generally be quantitative, 

qualitative or mixed methods. Within the pragmatist research philosophy, any of the methods might 

be suitable. However, under the influence of the interpretivist research philosophy, a qualitative 

method was chosen for this thesis, focusing on an in-depth investigation. Furthermore, qualitative 

methods are rather common within the inductive research approach (Saunders et al., 2019), which 

was selected to illuminate the challenges for impact investors in LATAM. A qualitative research 

method can use different types of data collection. Using a single type of data collection is defined as 

a mono method qualitative study. In this thesis, this was applied by primary data collection through 

semi-structured interviews.  

The research strategy refers to the way the researcher attempts to answer the research question 

and links the underlying research philosophy to the methods. Within this thesis, Grounded Theory 

was chosen as a strategy, which is considered rather typical for interpretivist research projects, as it 

allows to analyze and subsequently interpret and explain the information derived from using 

qualitative methods (Saunders et al., 2019). This strategy offers flexibility to analyze qualitative data 

that has been collected, while still being in the process of collecting further data and hence, allows 

for adjustments of e.g. the questions asked, if necessary (Saunders et al., 2019). 

As it is common when following a Grounded Theory strategy, the research question of this thesis 

is influenced by engaging with literature and outlining theoretical foundations. As the research 

question consists of both discovering potential challenges to impact investing in LATAM and offering 

possible solutions to these challenges, the outlined thesis qualifies as a combined study. This means, 

it is partially of exploratory nature and partially an explanatory study. Thus, it seeks new insights to 

the topic, but also considers interrelations. 

Due to the limited time frame of this project, that is, the time horizon over which the project was 

conducted, the empirical data was gathered over a period of two months, between June and July of 

2020. Hence, the research comprises cross-sectional characteristics, meaning that the findings are 

representative for the time when the study was conducted. They therefore represent a "snap-shot" of 

the current situation (Saunders et al., 2019). 

3.4. Techniques and Procedures 

 Data Collection 

After reviewing secondary literature on challenges for impact investors in LATAM (IMPAQTO, 

2018; Leme et al., 2014; LAVCA-ANDE, 2018), primary qualitative data was collected by means of 
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semi-structured interviews with impact investing fund managers and intermediaries within the Latin 

American impact investing ecosystem. 

 Semi-Structured Interviews 

11 semi-structured, in-depth interviews constitute the primary data collected for this thesis. This 

type of interviews was chosen because it allows to pose open-ended and complex questions (Saunders 

et al., 2019). Thereby, the researchers can gain profound insights and the interviewees can emphasize 

what they consider important. While leaving enough freedom for the interviewer to go into topics 

brought up by the interviewee, the interview guide provides reliability, consistency and comparability 

for the information collected during the different interviews. This form of data collection was 

determined as useful due to the partially explanatory nature of the thesis as well as the possibility to 

have discussions emerge in areas, which had not initially presented themselves. Accordingly, the 

interviewers made sure not to ask any leading questions. Instead, the questions were formulated in a 

way that the participants could express their opinions on each thematic block in an unbiased manner.  

The first thematic block was introductory, where the interviewees were informed about the 

process and purpose of this thesis, followed by general questions about their organization’s activities 

and their role therein. The next block consisted of an exploratory question on what the participant 

perceived as main challenges to not lead the interviewee in a specific direction and receive the least 

biased reply. The order of the following questions was then adapted to the nature of the interviewee’s 

answer to gain insights into the nature of the focal phenomenon and were therefore adjusted, if 

needed. The essential topics covered in each interview, however, were the investee relationship, the 

investment size, measurement, role of regulations, and the interplay of local and international 

investment funds (see Appendix A). Follow-up questions were used throughout the interviews. This 

was either done through probing questions to encourage elaboration to gain more in-depth knowledge 

about a specific statement or through interpreting questions to confirm the correct understanding and 

interpretation of the interviewee’s reply (Kvale & Brinkmann, 2018). The last block was dedicated 

to concluding on the interview through asking the participants what they considered as most needed 

to advance impact investing LATAM and by asking them to share additional thoughts on the topic. 

Thereby, this approach allowed for both flexibility and guidance throughout the interviews. As 

mentioned in the previous sections, the guide was adjusted slightly after conducting the first four 

interviews. This was done based on the Grounded Theory principal that allows to adjust the 

subsequent interviews based on initial findings to gain an increasingly focused and in-depth 

understanding of the investigated phenomenon. Furthermore, an additional short set of open-ended 
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questions was posed to the previous interviewees to be answered in written form to follow-up after 

new insights were gained in other interviews (Appendix A).  

Due to the geographic distance (i.e., Germany and LATAM), face-to-face interviews were not 

feasible and Skype interviews were held instead. The interviews were conducted in either English, 

German or Spanish, depending on the interviewee’s preference for a period of 30 to 60 minutes. To 

code and subsequently analyze the interviews, the records were first transcribed in their original 

language, but were then translated into English (if applicable). 

For the selection of the interview participants a sampling was applied as outlined in the following 

section. 

 Sampling 

According to Robinson (2014), the first step for sampling participants in interview-based 

qualitative research is defining the sample universe, which is also commonly referred to as the 

target population (Saunders et al., 2019). The sample universe can be defined by using inclusion 

and exclusion criteria. Inclusion criteria are attributes that participants must meet to be included in 

the sample and exclusion criteria are those, which would disqualify them (Robinson, 2014). In the 

case of this thesis, the following criteria were set (see Table 2): 

Table 2 
Sampling Criteria 

  

Due to the relatively broad criteria, the sample universe is rather heterogenous. The intention for 

this is the exploratory nature of this study that seeks to include a wide range of perspectives. 

Additionally, common findings obtained from heterogenous populations are more likely to be 
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generalized and applied to different contexts (Mason, 2002 as cited in Robinson, 2004). Some 

exclusion criteria were applied, however. Funds exclusively active within a country with a main 

official language other than Spanish, such as Brazil, were excluded. Moreover, funds or other 

investors whose activities do not match the definition of impact investing as outlined in section 

2.1.1.3. were disregarded, such as funds lacking additionality or funds focusing solely on 

microfinance. 

When choosing the sample size for qualitative research, some authors recommend collecting data 

until saturation is achieved, meaning that further data would not bring new insights and value. 

However, even if further exploration of a topic meant more in-depth data, findings from a limited 

number of interviews can still be considered valid (Saunders et al., 2019). Suggestions for suitable 

sample sizes range between at least four and at least 12 participants depending on how homogenous 

or heterogenous the population is (Mark as cited in Saunders et al., 2019). However, the sample size 

is contextual to the specific research project, and it is generally acknowledged that resource and time 

constraints can limit the data collection (Robinson, 2014). The Grounded Theory research strategy, 

which was applied in this thesis, further suggests that the researcher should remain flexible about the 

sample size, as the researcher will review the data throughout the data collection process and can 

increase or limit the amount of interviews undertaken accordingly depending on the necessity of more 

insights to answer the research question (Glaser, 1978 as cited in Robinson, 2014). Acknowledging 

that the population of this thesis is heterogenous, it was initially aimed for conducting 10 to 12 

interviews as a general target population when designing this research. Ultimately, 11 interviews were 

conducted, eight of them with fund managers and three with intermediaries. While only three 

participants exclusively operate as intermediaries, this perspective was further supported by the fact 

that some of the funds interviewed have incorporated a service provider or accelerator capacities into 

their organization. 

Having identified the target sample size, to select the participants accordingly, a non-probability 

sampling approach was chosen, meaning that the participants were not chosen randomly. More 

specifically, a heterogenous sampling technique was applied. This technique aims at selecting 

participants in order to achieve maximum diversity and is suitable when seeking to reveal key themes 

through the research project (Saunders et al., 2019). Thus, for this project it was made sure that 

participants were active within different countries of LATAM and possessed different investment 

theses or foci. Considering the fund managers, both investors headquartered within and outside of the 

region were included to take into account the potential differences in their perspectives on the 
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individual challenges experienced. Furthermore, there were no criteria defined regarding the ticket 

size and financial instruments used or concerning the business stage of the investee firm, because 

impact investing as defined in this thesis does not pose any restrictions regarding these criteria. In 

addition, given the small number of active impact investors in LATAM, further narrowing down the 

target population would have resulted in a lack of potential interviewees. Before contacting potential 

participants, a preliminary list of target interviewees was created based on registers as the 

"ImpactAsset 50"1 and actors mentioned in industry reports. This preliminary list included a larger 

number of potential participants since it was not possible to determine how many of the contacted 

interviewees would agree to participate. While most of the prospective participants were contacted 

by the authors directly through LinkedIn, some were contacted through references of those already 

interviewed, leading to a sampling method referred to as snowball sampling, which is considered 

particularly common when participants are not easily accessible (Saunders et al., 2019). 

 Presentation of Sample Funds and Intermediaries 

The previously described sampling approach led to the following final sample of interview 

participants. In the group of impact investing funds, eight interviewees from seven different funds 

(see Table 3) were conducted. The participants’ positions within the fund’s organizational structure 

include (co-)founders, (managing) partners/directors and investment officers. All of these participants 

possessed several years of experience in impact investing in the region. In the case of one fund, two 

people were interviewed (D1 and D2), however, each possessed a different cultural background and 

a different background in the impact investing industry, thus it was expected that they could each 

provide additional value. Two additional interviews were conducted. However, it was then decided 

to disregard them in the analysis because it emerged only during the interviews that while both funds 

are active in impact investing globally, in LATAM, however, these funds exclusively focus on 

microfinance. 

 

 

 

 

 

  
1 https://www.impactassets.org/publications_insights/impact50 
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Table 3 
Characteristics of Funds and Participants 

Participant Participants’ 
Position 

Locations Financial 

Instruments 

Ticket Sizes Target 

A 

Vice 

President 

LATAM 

HQs: US, 

local office in 

Colombia 

Senior debt 

USD 2 - 6 

million, 

exceptions 

possible 

Early stage social 

enterprises across 

Latin America 

B 
Investment 

Officer 
HQs: Belgium 

Equity, 

quasi-equity 

EUR 100,000 - 

500,000 

Businesses of 

producer 

organizations of 

smallholder farmers 

active in the agro-

food value chain 

C 

Founder and 

Managing 

Partner 

HQs: 

Switzerland, 

local office in 

Colombia 

Debt 

USD 500,000 - 

2 million, min. 

USD 200,000 

Social ventures in e.g. 

affordable education, 

fair trade agriculture 

and renewable energy 

across Latin America 

D1 

 

D2 

 

Partner 

 

Investment 

Officer 

HQs: 

Guatemala 

Mainly 

subordinate 

debt and 

revenue-

based 

financing, 

occasionally 

equity 

USD 500,000 - 

2 million, min. 

USD 250,000 

Growth stage 

businesses in 

agriculture and basic 

services in Central 

America, Mexico, 

Colombia, and 

Ecuador 

E 

 

Managing 

Partner 
HQs: Mexico 

Venture 

capital 

USD 500,000 – 

1 million 

Early stage and 

growth companies 

with triple-bottom-

line impact models 

across Latin America 

F 

 

Director 

LATAM 

HQ: UK, local 

office in Peru 
Debt 

> USD 5 

million 

Projects that reduce 

deforestation, 

mitigate climate 
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change, protect 

biodiversity, and 

provide a fair and 

sustainable living to 

rural communities 

G 
Investment 

Officer 
HQs: Mexico 

Revenue-

based 

financing  

USD 1-USD6 

million 

Growth stage social 

and environmental 

enterprises across 

Latin America 

The final sample of the intermediaries consists of three participants, each with several years of 

experience and active in different countries in the region (see Table 4). Furthermore, participants C, 

D1/D2 and E complement this viewpoint as well, as the funds they work for have affiliate 

organizations, such as active accelerators and philanthropic foundations. 

Table 4 
Characteristics of Intermediaries and Participants 

 

 Data Analysis 

Prior to the primary data collection as described in the previous section, secondary data was 

reviewed and coded. Coding can be defined as "naming segments of data with a label that 

simultaneously categorizes, summarizes and accounts for each piece of data" (Charmaz, 2006 as cited 

in Thornberg & Charmaz, 2014, p. 156). 

When applying the Grounded Theory method of coding and analysis, there is an interplay between 

data collection and coding. That is because even though the Grounded Theory coding process can be 
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divided into the phases of initial and focused coding, the researcher will go back and forth between 

these distinct phases of the coding and the data collection processes (Thornberg & Charmaz, 2014) 

(see Figure 6). Opposed to other research approaches, which imply that data is first collected and then 

analyzed, following a Grounded Theory approach, both processes take place simultaneously, and 

accordingly, the researcher goes back and forth between distinct stages. To analyze the primary data 

collected in the semi-structured interviews, and derive further insights, all interviews were transcribed 

and coded resulting in initial codes, which can be defined as exploring potential interpretations of the 

data. Examining the interview transcripts and coding them line-by-line helped the researchers view 

the data in a different way, as it lets them move away from their own and their participants underlying 

assumptions and allows for recognizing unseen directions (Thornberg & Charmaz, 2014). Initial 

coding, consequently, generally results in a large number of precise codes (Thornberg & Charmaz, 

2014). Throughout the coding process, codes were then constantly compared to each other to identify 

first thematic clusters and, if suitable, emerging or refining codes. Furthermore, having identified 

codes up to one moment in time, shaped the further data collection on an ongoing basis. More 

specifically, the researchers engaged in theoretical sampling by seeking to obtain new data to 

supplement and refine codes and categories already identified (Thornberg & Charmaz, 2014). Within 

this thesis, theoretical sampling was applied by continuously re-adjusting the questionnaire for the 

future interviews, as well as through gaining more in-depth data by means of emailing follow-up 

questions to participants that had already been interviewed. 

The initial coding resulted in 75 initial codes. These were then further clustered through focused 

coding, also referred to as selective coding, which led to the recoding of the data into 28 more 

significant codes divided between 14 challenges and 14 means to address these. Ultimately, the 

focused codes fed into 10 conceptual categories, bundling together five codes related to challenges 

and five codes related to means for addressing these (see Appendix B). Constant comparison also 

takes place between focused codes, conceptual categories and the data. In a perfect scenario, data 

collection and coding take place until theoretical saturation is reached. In other words, new data will 

not lead to new insights or reshape categories. However, time and resource constraints can be a 

limitation (Thornberg & Charmaz, 2014). Within this thesis the derived conceptual categories of 

challenges and opportunities for impact investors in LATAM build the structure of the analysis with 

each category leading to one section of the analysis, divided between challenges for impact investors 

in LATAM and means to address these. 
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Figure 6 

Coding and Analysis Process, adapted from Saunders et al. (2019) 

 

 

3.5. Quality of Research Design and Data Collection  

To conclude the previous sections on the methodological approach, a research philosophy 

influenced by interpretivist and pragmatist assumptions was followed. In line with this, this thesis is 

based on the assumptions that contexts matter and that factors, such as culture, add complexity to the 

problem investigated. However, this approach ultimately allows practical solutions to be sought after. 

An inductive approach to theory development is applied to achieve the mainly exploratory purpose 

of this thesis. The research design is characterized by a qualitative method, a Grounded Theory 

strategy, and a cross-sectional time frame. Lastly, the technique applied for the collection of the 

primary data is semi-structured interviews, and the data is analyzed based on the Grounded Theory 

coding procedure (see Figure 7). 
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Figure 7 
Applied Methodology in this Thesis, Based on the Research Onion (Saunders et al., 2019) 

 

Thus, these methodological choices must be evaluated in terms of their contribution to the research 

quality. The criteria of reliability and validity are predominantly used to assess the quality of research 

(Saunders et al., 2019). Research is considered reliable if any researcher can reach the same findings 

when replicating the methodology. Validity is achieved when appropriate measures are used, results 

are accurate and findings can be generalized. However, one needs to be cautious when using the two 

criteria to evaluate qualitative research. This is because applying them in a rigid way to this type of 

research may lead to rejection of high-quality qualitative research. More specifically, qualitative 

research tends to acknowledge the influence of context; thus, naturally limiting its replicability and 

generalizability (Saunders et al., 2019), and thus, not intentionally aiming at generating generalizable 

results but rather and in-depth understanding. Therefore, scholars conducting qualitative research 

either seek to adapt the criteria (Saunders et al., 2019) or they reject them entirely and develop new 

criteria specific to qualitative research (Tracy, 2010; Guba & Lincoln, 1989). The latter stance, 

however, leads to several different approaches for evaluation of qualitative research in use and 

therefore, a lack of a best practice approach can lead to confusion (Hammersley, 2007). However, the 

researcher can actively contribute to the research reliability and validity by reflecting on and 

transparently assessing the research design, particularly concerning the applied means of data 

collection and analysis (Saunders et al., 2019). In the following, the approach that relies on adjusting 

reliability and validity and applying different perspectives is used. 
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 Reliability 

Regarding reliability of data, external and internal reliability can be differentiated (Saunders, et 

al., 2019). External reliability refers to other researchers achieving similar results when replicating 

the research methodology. However, based on the underlying interpretivist research assumptions of 

this research, the findings of this thesis are understood to reflect the reality in a specific situation, 

which may be subject to change dependent on the point in time of the research and the individuals’ 

points of view (Saunders et al., 2019). It is, therefore, important to acknowledge the continuous 

growth and development in the impact investing industry, which is why a similar study conducted in 

another time period could yield different results. Thus, replication of the research, while difficult, is 

not intended by this study in the first place. Yet, external reliability of qualitative studies can be 

supported by elaborate description of the methodology applied to enable others to undertake similar 

studies as, for example, in other regions home to DCs (Saunders et al., 2019). The previous sections 

provide such comprehensive understanding by clearly outlining the methodology. Moreover, there is 

an inherent value to flexibility that is offered by qualitative research (Saunders et al., 2019), which 

was taken advantage of throughout exploring the complexity of the topic, for example, through the 

choice of using semi-structured interviews or applying a Grounded Theory research strategy. 

To enhance the quality of qualitative research projects further, precautions can be taken to ensure 

internal reliability, which decreases the possibility for bias (Saunders et al., 2019). To decrease the 

possibility of bias, the interview guide applied in this study mainly consisted of open-ended questions, 

while follow-up clarifying questions were asked in the case of ambiguities in the responses. 

Furthermore, the researchers were conscious of their tone of voice, body language, and vocabulary, 

to mitigate bias. This was especially important to keep in mind as the researchers have developed 

own opinions and expectations on the topic, leading to the possibility of directing the interviewees 

towards the desired outcome. Especially the lack of standardization in semi-structured interviews may 

lead to concerns of reliability, which is related to interviewer, respondent and participation bias. The 

interviewer bias refers to e.g. comments made by the interviewer as well as having bias when 

interpreting responses. Throughout the primary data collection, the interviewers were therefore 

cautious not to project their own beliefs through questions asked and to maintain an overall neutral 

position in order to mitigate receiving biased responses. A response bias could moreover occur when 

interviewees strive for socially or reputationally desirable replies, which could result in an 

exaggeration on e.g. the importance of the social aspect in their investment decision. To mitigate this 

risk, the interviewees were kept anonymous throughout this thesis.  The previously described 
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heterogenous sample can help mitigate a participation bias, which can result from the nature of the 

respondents e.g. in a convenience sample. Bias can furthermore be created by a multicultural setting, 

e.g. when participants and interviewees are from different cultural settings (Gobo, 2011). These 

differences are indeed true for this thesis, as the authors are from Western Europe, whereas most of 

the participants are from LATAM. While culture might influence what the participant is willing to 

say and how the interviewer interprets it, such bias can be reduced by applying cultural reflexivity, 

thus considering potential issues related to cultural backgrounds before the interview (Court & Abbas, 

2013). Due to the interviewer's personal experiences of the Latin American culture and proficiency 

of the participants’ mother tongue, cultural sensitivity was continuously reflected on. Furthermore, 

whenever an interviewee felt more comfortable to hold the interview in Spanish, this personal 

preference was accommodated. Thus, throughout the interviews, the topics were discussed freely and 

critically. 

 Validity 

Besides reliability, validity of data represents the second commonly applied criterion to evaluate 

qualitative research quality. Validity can be divided into measurement validity, external validity and 

internal validity (Saunders et al., 2019). Measurement validity usually refers to the appropriateness 

of measures used in quantitative research and is therefore difficult to seek in qualitative studies. 

External validity aims at the generalizability of findings (Saunders et al., 2019). Qualitative research, 

however, is influenced by interpretivist assumptions and acknowledges that realities and perceptions 

of issues vary depending on the context they are experienced in. Consequently, this thesis is not 

directed at producing generalizable data, but instead, at providing a rich understanding of selected 

cases within the focal context. External validity is moreover limited due to the small sample size used 

in this thesis. Therefore, the concept of internal validity is applied, which aims for findings grounded 

in in-depth data and acknowledging the context (Saunders et al., 2019). As a result, even though the 

geographical scope of this thesis is limited to the context of impact investors’ concerns in LATAM, 

the findings may be applicable to other, similar settings, such as regions with similar characteristics 

(Saunders et al., 2019). Furthermore, Saunders et al. (2019) argue that to guarantee high internal 

validity in semi-structured in-depth interviews, one should be attentive to the appropriate use of 

different kinds of questions and discuss topics from a variety of angles. To achieve these in-depth 

insights, an interview guide with open-ended questions was used as presented above, and the 

interviewees were asked to elaborate on their responses in greater detail when necessary. Moreover, 

prior to the interview, the interviewees were provided with an approximate list of questions and the 
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interviewers read background information on each interviewee to enable follow-up questions and a 

facilitated, contextualized discussion. This thesis made use of only a small sample size of investors 

active in the region, with eight of them impact investors and three working for intermediary 

organizations (see also section 3.4.1.3.). Therefore, complete saturation may not have been reached. 

While the sample size is reasonable to provide in-depth knowledge on key issues from an empirical 

perspective, additional interviews could have strengthened the research, and potentially illuminated 

further themes. 

 Analysis 

In this chapter, the analysis of the data obtained from the semi-structured interviews and its 

findings are presented. The chapter consists of three parts. Firstly, the challenges to impact investors 

in LATAM are outlined. Secondly, the means to overcome these are displayed. Thirdly, insights on 

challenges and opportunities related to the emergence of the global pandemic COVID-19 are 

presented. 

4.1. Challenges for Impact Investors in LATAM 

On the one hand, there are challenges for impact investors in LATAM that the global impact 

investing industry faces alike, such as the difficulty of measurement, the risk of impact washing and 

the question of whether it inevitably brings a financial sacrifice (see also section 2.1.1.4.). On the 

other hand, throughout this research, several challenges particular to the impact investing ecosystem 

in LATAM have emerged based on analyzing empirical data. Therefore, it is essential to be aware of 

the specific challenges for engaging in impact investing in the region and to identify ways to 

overcome these obstacles. The challenges encountered in this research project are clustered into the 

following five conceptual categories resulting from the initial and focused codes derived from the 

empirical data, as outlined more specifically in the methodology chapter (see also section 3.4.2.). 

Those categories comprise (1) local governments as hindering actors, (2) the lack of communication 

between ecosystem actors, (3) ill-equipped investees, (4) the lack of utility of traditional financial 

instruments, and (5) cultural constraints (see Appendix B). The aforementioned conceptual categories 

structure the following subsections which, in turn, include details related to the corresponding focused 

codes. 

 Local Governments as Hindering Actors 

The following sections provide details on how governments and the associated formal institutions 

impose challenges for impact investors active in LATAM. More specifically, (1) political instability 
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and corruption, (2) a lack of regulation supportive of impact investing, (3) a lack of political agenda 

for private actor involvement, and (4) the underdeveloped financial markets are highlighted. 

 Political Instability 

The overall challenge of political instability is influenced by two more specific challenges, 

namely governmental inconsistency, and corruption. 

4.1.1.1.1. Governmental Inconsistency. A constraint perceived by most impact investors and 

intermediaries was government instability in the region. While participant F acknowledges the 

differences in terms of stability in the different countries by calling Guatemala a country “with a 

really delicate political situation […] not as stable as Peru or Colombia”, participant B sees 

governmental instability as a defining trait in LATAM. The participant further points out that: “all of 

a sudden, that million dollars that we initially had that […] was recognized by the previous 

administration to be an important investment in […] marginalized communities, just disappeared”. 

This shows how much effort and capital is dedicated to bureaucratic efforts, which ultimately results 

in nothing. Others have similar experiences in relation to frequent changes of government, which 

leads to the assumption that they are a common issue in the region. “There's a president that likes the 

initiative, and then in the next presidential term, everything is over. […] That's what happens with 

governments; it's really short-term”, participant G illustrates their experience in Mexico. The 

participant further outlines that for their second fund, they recently got a commitment for the 

provision of capital from a governmental agency, but then “some news [arose] that this fund wasn't 

going to be available anymore”. This underlines the lack of governmental consistency, which, in turn, 

leads to a lack of the fund managers’ trust in the government. Governments are thus not considered 

as being reliable on a long-term basis. 

Participant I affirms that they “always try to get [the government] involved and teach them more 

about [impact investing] and what it is, [but] the challenge is the instability. […] The second there's 

a change in government, there's a new set of people, so it's hard to build an ecosystem with the 

government”. Therefore, not only countries with a specifically delicate political climate impose 

critical challenges for investors, but difficulties to rely on governmental commitments seem to be a 

general issue across the region. 

4.1.1.1.2. Corruption Leading to Missing Out on Deals. On top of the general political instability, 

LATAM as a region struggles with widespread corruption. Participant J, working for an intermediary 

in Peru, illustrates this with an anecdote when working with mayors and being asked for money: 
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“[They said]: ‘I give you USD 700,000 if you build an accelerator in this area and [you can] do 

whatever you want […] with the money […] but you have to give 50 percent to a senator’”. The 

participant adds that this is by far not the only time when they have been offered money for launching 

a specific project that would benefit a government official: “It happens constantly. You [have to] drop 

projects because you don't give money to those people and they don't approve of the project”. 

Participant D1 declares: “Anytime you have to go to the government, you have to get a permit, [and] 

on the other side of the table there is going to be someone who says: ‘Look, I can get you this license 

more efficiently […] but you got to pay me’”. The participant remembers a recent situation where the 

fund was looking at a potential investee company and they received “kind of a signaling from the 

entrepreneur that everything on the permitting side was taken care of, ‘wink wink’”. Consequently, 

the participant “politely stepped away” from the investment. 

Overall, the empirical data suggests that LATAM impact investors are particularly challenged by 

the region’s political instability, and hence, insecurity and high levels of corruption. In addition, 

LATAM impact investors are at risk due to the lack of regulations that support impact investing, as 

presented in the following. 

 Lack of Regulation Supportive of Impact Investing 

The challenge related to the lack of regulation supportive of impact investing consists of (1) the 

complicated investment regulation and (2) the lack of tax incentives, as outlined in the following. 

4.1.1.2.1. Complicated Investment Regulation. “Regulatory frameworks are non-existent yet”, 

Participant E summarizes the current situation regarding impact investing regulation in LATAM. 

Participant J adds that they feel constrained by government regulation “every single day”, showing 

the severity of the issue. Participant D2 calls the government or public systems in general “simply 

not designed for [impact investing]”. Not only does this participant feel not supported, but actively 

restricted by government regulations. Participant G, who is active in Mexico, notes that the 

government is “not doing any new initiatives in Mexico”. This highlights that these issues are not 

only relevant when investing across the less mature countries in the region, but also for larger ones 

like Mexico. As a result, many companies establish new headquarters in places like the British Virgin 

Islands after the first pilot phase, not necessarily for tax avoidance, but to circumvent the complicated 

investment regulation. 

Investing in more than one country in LATAM poses further regulatory challenges for investors. 

Although consumer needs and interests are similar across the region (Fifka et al.,2016), participant 

D2 outlines that the different formal institutions vary across the region, which makes it difficult to 
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design a uniform strategy. Moreover, interregional operating investors are constrained because each 

government in LATAM has a different policy approach towards foreign investors coming in 

(participant D2). Participant F concludes that “every country is in a different age in terms of 

regulation”. 

4.1.1.2.2. Lack of Tax Incentives. Closely related to the present lack of regulation, the lack of 

taxation regulations prevails; particularly, a lack of tax incentives. Almost all respondents highlighted 

the lack of tax incentives for impact investing as a challenge in their operations. Participant G, for 

example, says that their capital gains are taxed the same way as traditional funds, thus not taking into 

account the value that positive social or environmental impact delivers for society. Participant A adds 

that while not feeling specifically limited by regulations, “in some cases, the issue of taxes makes it 

difficult for [the fund] to be competitive”. Unfortunately, it does not appear as if there will be any 

changes in the near future, as, for example, participant D1 mentions that taxation of impact investing 

funds “isn't even a topic of conversation that's been touched here in Central America”. 

The primary data shows that impact investors in LATAM face constraints due to the complicated 

or lacking investment regulation, coupled with a lack of tax incentives. Moreover, these investors are 

challenged by the lack of political agenda for private actor involvement in sustainable development, 

as outlined below. 

 Lack of Political Agenda for Private Actor Involvement in Sustainable 

Development 

While policies and regulations can either hinder or advance an impact investor’s practices, a 

government’s broader vision of how private actors can participate in deploying a country’s agenda 

for sustainable development also plays an important role for promoting impact investing, as is 

highlighted by the interviewees. Participant C describes their experience with the Costa Rican 

government. It relates to being invited, together with other foreign investors, to meet with a delegation 

from the Costa Rican government in Europe. While the country's vision for a sustainable future is 

seen as promising compared to its Central American counterparts (participant C), there was 

disappointment on participant C’s part, as the representatives “knew they were meeting investors, and 

only investors, and each of us capable of mobilizing international money for the country. And yet, 

they came to the meeting without even a single example [on where and how to invest]”. According 

to this investor’s practical experience, the lack of governmental agenda for how public and private 

actors can address issues together appears to be a generic feature of many governments across the 

region. 
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Another example is Colombia. The Investment Promotion Agency of Colombia has 

representatives in Europe, but “even these guys don't really know how to speak in investment terms”, 

says participant C. It becomes evident that government officials are ill-equipped when it comes to 

actively engaging and communicating with investors. Participant J explains that despite being in 

extensive contact with the government to portray their impact investment mission, “they do not 

understand very well what [impact investors] do”. It thus becomes evident that impact investors in 

LATAM feel challenged by the local governments’ lack of active promotion of private sector 

involvement in sustainable development and their lack of awareness of the benefits that impact 

investing can bring. 

The empirical data illustrates that currently, local governments pose various constraints for impact 

investors in LATAM. These are summarized in table 5.  

Table 5 
Challenges Related to Local Governments as Hindering Actors 

Findings 

Political Instability 
▪ Governmental inconsistency 
▪ Corruption leading to missing out on deals  

Lack of Regulation Supportive of Impact Investing  
▪ Complicated investment regulation  
▪ Lack of tax incentives  

Lack of Political Agenda for Private Actor Involvement in Sustainable Development 
▪ Governments lack the vision for private sector collaboration 
▪ Government’s lack of awareness on the benefits of impact investing for sustainable 

development  
 

 Lack of Communication Between Impact Investing Ecosystem Actors 

The interviews reveal the challenge of the misaligned communication that is currently present in 

the ecosystem. This results in (1) a lack of data on both financial and impact results to prove the 

viability of impact investing, (2) the local capital owners’ hesitation towards impact investing, and 

(3) the misaligned efforts of ecosystem actors, which is elaborated on in the following. 

 Lack of Data to Prove the Viability of Impact Investing in LATAM 

When asked about a potential trade-off between financial returns and social impact, participant 

E, who manages a Mexican impact investing fund, replies that “there are not enough successful 

impact-first investment funds operating their […] third or fourth fund in LATAM […] to have historic 

data to prove [a financial trade-off] is not the case”. Similarly, participant G explains the current stage 

of the industry as still “a niche kind of way of investing”. As none of the interview participants 
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mention difficulties to reach their impact and financial targets, the challenge may relate to those 

success stories not being communicated sufficiently amid the investment industry. 

Other participants underline the lack of understanding for what impact investors do and how to 

categorize them on an organizational level. For example, participant B thinks that “as an industry, 

we're […] in the exploration and growth [phase] and there's going to be inconsistencies across firms 

and people trying out things and experimenting”. This shows how the participant sees a lack of best 

practice approaches to define a clear path forward. 

Another challenge is raised by participant B, which relates to proving the legitimacy of the impact 

investing industry in LATAM in the long run. The interviewee describes the risk “of getting too 

caught up in creating a million different metric organizations”, which could result in “this 

greenwashing process [where] the metrics don't really mean anything anymore”. Similarly, 

participant G argues to “keep in mind [the comparability of impact results] because [the] mission as 

impact investing managers is to be able to show traditional fund managers that this works, so at some 

point, we have to sit at the table and have this conversation”. In line with this, participant E thinks 

that the more standardization there is, “the more transparency we will get as a general sector”. In 

contrast, participant A says that their fund has their own metrics and relies “on standards when 

possible”, which shows that there is still a lack of standardized metrics across the region., But even 

when using standards, difficulties related to comparability might arise. While several fund managers 

mention IRIS as their metric of choice, there is a variety of other measurement frameworks in use 

among the participants, such as the SDGs and B-Corps (Fund E), Theory of Change (Fund G and 

Intermediary J), or the Lean Data Methodology (Fund A and Intermediary H). Participant G remarks 

that, “as it becomes a more prevalent industry, creating transparency and disclosure notices that are 

standardized, and figuring out ways to legally structure, what it means to be an impact investment 

firm that doesn't dilute the intent, will be a very important component of that”. In other words, as the 

industry grows, greater standardization is necessary. 

 Local Asset Owners’ Hesitation Towards Impact Investing in LATAM  

The challenge with local capital owners is their lack of education about impact investing and the 

viability of returns. Participant E ascribes this lack of understanding to being “still a very nascent 

topic, and it hasn't yet proven for success for [local] investors to actually jump on board”. The 

sentiment of local investors not being familiar with hybrid investments that lie between philanthropic 

capital and return capital is being shared by other interviewees. Participant D1, for instance, considers 

the main challenge as “getting local investors on board with […] impact investing”, because 
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“convincing people that you can make money while doing good [is] still a piece of the puzzle that 

hasn't fully fallen into place [in LATAM]”. This highlights that there is still an outdated idea about 

impact investing in the region. Participant C, who manages an international fund, holds a similar 

opinion about the mindset towards impact investing in Latin American countries: “It is changing, but 

very slowly […]. And it's only very rarely changing in the minds of those who are very wealthy”. 

Participant D1 describes raising capital locally further as “a soul crushing experience of seeing […] 

people being interested, but never moving forward from there”. Not getting enough local capital 

flowing into impact deals also poses another issue because it sends a key signal to foreign investors. 

“Because if you can't get the local […] businessman that knows the region to support you, then why 

should I, when I'm 2000 miles away?”, participant D1 underlines the foreign capital owner’s thoughts. 

This perceived lack of capital available, or rather, the difficulties of raising it, might stem from “a 

chicken and egg situation”, as outlined by participant D1. This refers to the fact that currently, too 

few investment funds are investing in the region to attract other, larger funds to follow suit. That this 

is the case it further illustrated by participant D2's experience: “It's incredibly difficult to raise a fund 

for Central America” and participant E further notes that impact investing funds are “not getting a lot 

of international funding from anywhere”, indicating that there is a negative bias towards LATAM of 

international capital owners. 

Regarding the lack of local product offering, participant C emphasizes that there is a gap between 

what impact investors currently offer in the region and what small enterprises in LATAM need 

specifically, thus, highlighting the importance of more funds with different investment criteria. The 

participant further argues: “That [discrepancy] will be solved in part by the development of local 

products with the ability to offer financing terms that match the majority need of these small 

enterprises”. Thereby, participant C highlights that locally managed funds could fill this gap between 

the needs of local businesses and what is currently offered. Furthermore, the interviewee emphasizes 

that such local products could be attractive investment opportunities for local asset owners interested 

in the development of the region. 

Another point raised by the interviewees is the challenge of changing the mindset of local capital 

owners who are accustomed to invest into familiar circles. Participant D2 argues that even in a country 

like Guatemala, which is notorious for its high poverty rate (World Bank, 2020c), “there is a lot of 

capital here [in] an incredibly rich upper class, […] but it only flows back and forth between these 

families […].Breaking through this circle is incredibly difficult”. Since the capital that exists in the 

region tends to be concentrated in very few wealthy families, Participant D1 finds it “very frustrating 
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to go through the process [of raising capital]” and stresses that “it has been a lot easier for [Fund D] 

to go to Spain and raise money […] than it has been raising money [in LATAM]”. Participant D2 

further illustrates the issue and explains that even an investor she knows with a background in family 

offices, who has started to get into impact investing “has a hard time because he invests outside [of 

the usual circles]”. In other words, most of the capital is simply being centralized and circulated 

around wealth families and re-invested into their own companies, without truly benefiting the broader 

society by addressing widespread social issues. 

This problem is not only present in small markets like Guatemala, but also in bigger markets, such 

as Peru. Participant J, who works for an intermediary active in the latter country, points out that “there 

is a lot of money in Peru, but family offices have it”. While this may not seem like an inherent 

problem, the participant then specifies that these families prefer to invest in safe portfolios and “don't 

like to risk much”. Similarly, participant D1 has had experiences with family offices managing 

“hundreds of millions of dollars in wealth”, who are reluctant to invest their capital into local impact 

funds. “When they see the risk return profile of Central America in this early stage, […] the risk 

reward just doesn't add up for them. They're looking to put their capital in safe havens”, participant 

D1 explains. Participant E concludes that there “is still a lot of work to do in terms of familiarizing 

Mexican families and Mexican investors about what [impact investors] can do”. 

Local capital owners are thus experienced to being hesitant towards impact investing and about 

what impact investing can offer due to their unfamiliarity with hybrid investment structures, the lack 

of local product offering, the tradition of investing into other family-run businesses, and the risk-

aversity of family offices. This additionally results in a difficulty to attract foreign capital, as 

international asset owners would like to see more confident local investors. 

 Misaligned Efforts of Impact Investing Ecosystem Actors 

The empirical data shows that there are misaligned efforts between different ecosystem actors. 

On the one hand, this refers to the lack of market integration without coordinated activities by both 

investors and intermediary organizations. On the other hand, the participants mention an antagonistic 

relation between impact investing and philanthropy, in particular. 

Throughout the interviews, an underdeveloped ecosystem was repeatedly mentioned. Participant 

C states that “you need to solve a number of different issues to get to an ecosystem that is functioning, 

and we're still far from it in most Latin American countries”. Participant F adds that there is no 

“integrated way of seeing or targeting solutions”, indicating that there are numerous approaches of 

targeting sustainable development without an aligned way of tackling the problems in the region. 
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Moreover, participant F states that even though “there are many efforts of […] different ecosystem 

builders who are trying to push the impact investing sector”, these efforts are not coming together to 

create a strong ecosystem. Instead, there are many isolated initiatives without a “strong push to move 

it […] forward with more strength”. The same interviewee concludes that they “would like to see a 

more cohesive ecosystem”. Accordingly, participant I says that more intermediaries focusing on 

building the ecosystem are lacking across the region, as for some countries in LATAM, the participant 

would not know who to approach for a cooperation. Participant F furthermore calls “market 

integration” one of the biggest obstacles for the industry in the region. “There is not being done much 

effort in a way of understanding who is in what range and tries to follow a path”. With this “path” the 

participant refers to, for example, accelerators supporting investee companies in early stages, which 

can then be forwarded as potential pipeline to impact investing funds given their bigger ticket sizes. 

Throughout the interviews, another challenge for investors in LATAM regarding the lack of 

communication between ecosystem actors is mentioned: the antagonistic relation between impact 

investing and grants. This challenge describes how the different types of capital can compete and 

whose “narratives […] are clashing”, as participant I explains. Participant F remembers an example 

of losing out on a promising impact investing deal due to the availability of a grant: “We were making 

progress with the deal and at some point, we stopped because there was a main donor, a big 

multilateral coming in and putting USD 5 million on the table and it's like free against expensive 

money. It will never work”. Participant D1 fears it might get even worse after the COVID-19 crisis 

because there could be “a ton of money flowing into the region for humanitarian purposes working 

with small and medium enterprises”, thus targeting similar businesses as many impact investing 

funds. While this “free money” seems like an attractive source of capital for social entrepreneurs, 

grants are usually not structured to make sure that the funding incentivizes growth and does not help 

a company build a financial track record to attract downstream investment, as stated by interviewee 

F. “Sometimes, our [investees] are used to receive donations, which […] do not have any obligations 

involved or reporting or payment. So, you are introducing a new concept; if you want to grow, the 

rules for the game are different, [which is what] most organizations in LATAM that are being 

sponsored on donor base only, really struggle with”, outlines participant F. Furthermore, 

philanthropic capital limits its impact to a certain number of firms, as the capital cannot be reinvested 

in a new set of companies, which participant D1 underlines with the following: “I think the fund is 

trying to solve long-term issues that will help us face the next crisis, where everyone right now is just 

focused on deploying grant funding as quickly as possible”. 
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This challenge moreover relates to the inappropriate allocation of capital towards different types 

of companies. Participant E highlights the issue as the following: “I think there's a lot of philanthropic 

capital, which goes to solutions that, really, impact-first investments should be addressing, and the 

other way around, sometimes there's impact investments for very early-stage companies that won't 

prove successful [because] it's just too challenging”. Participant I describes the same problem in the 

following quote: “There's a lot of missed opportunities, because people are not talking the same 

language or are not really understanding what one wants from the other”. The participant continues 

by saying that the most central issue is the lack of knowledge of the other sector. When speaking to 

nonprofit actors who want to get into impact investing, the participant recalls that they had a very 

simplistic view of impact investing, while the participant has “also seen impact investors who have a 

lack of clarity of the role and deep knowledge of nonprofits that lead them to prefer other private 

sector partners”. This quote indicates that a lack of knowledge and communication are currently 

present between impact investing and philanthropy which prevents that social issues can be addressed 

in the most efficient manner possible. 

Overall, the interviews indicate that Latin American impact investors face challenges based on 

the lack of communication between different ecosystem actors. More specifically, the lack of success 

stories to prove the viability of impact investing in LATAM leads to both international and local asset 

owners’ hesitation to allocate their assets towards impact investing. In addition, there are misaligned 

efforts of ecosystem actors, which is particularly pronounced between impact investing and 

philanthropy. The following table summarizes these results. 

Table 6 
Challenges Related to the Lack Communication Between Ecosystem Actors 

Findings 

Lack of Data to Prove the Viability of Impact Investing in LATAM 
▪ Early stage of impact investing in LATAM 
▪ Too many different measurement frameworks 
▪ Lack of comparability of impact results 

Local Asset Owners’ Hesitation Towards Impact Investing 
▪ Capital concentrated in family offices 
▪ Lack of local investment products 
▪ Risk aversity of local capital owners 

Misaligned Efforts of Ecosystem Actors 
▪ Isolated efforts of ecosystem actors 
▪ Difficulty to close deals when grants are offered 
▪ Lack of communication between impact investing and philanthropy 
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 Ill-Equipped Investees 

The interviewees mention a challenge related to prospective investees being ill-equipped.  This is 

manifested in (1) their lack of education on business practices and (2) the lack of available content in 

Spanish. 

 Lack of Investee Education on Business Practices 

While none of the participants perceive a lack of interesting investment opportunities, many 

recognize the struggle of lengthy due diligence processes, which can be attributed to the investees 

being ill-equipped for the investment procedure. Despite the time and effort invested in these 

processes, challenges can arise throughout the investment period. Participant J, for example, explains 

a dilemma, which happens frequently: “In the conversation, there is interest on both [investor and 

investee] sides […], but they [the investees] lack technical training and they lack certain knowledge, 

which they have to improve. And it's always the same, I want to help [the investee], but I waste too 

much time and resources”. This quote illustrates how investors can feel impeded by investees’ lack 

of business education and the immense effort that the impact funds dedicate to the vetting process. 

This lack of education, which is mentioned across various interviews, also applies to the financial 

instruments that are available. Participant A, who manages a senior debt fund, explains that often, 

“very early stage” investee companies apply for senior debt despite not meeting the required risk-

return profile. “They sometimes do not understand that there are different types of [capital] and that, 

depending on the development stage of the organization, they have to think about the type of 

investment that fits their repayment capacity”. This indicates how some investors feel challenged as 

they have to sort through the numerous unsuitable applicants. 

While almost everyone mentions some kind of lack of technical knowledge, the financial literacy 

seems to be a prevalent issue as well, which participant B demonstrates for the agricultural sector: 

“You're talking about rural communities, which probably lack any formal education. And so, even 

having the wherewithal to how to create books and manage their finances and deal with larger sums 

of cash is very complicated”. Similarly, participant D2 outlines the frustration with “entrepreneurs 

who simply have no experience with investors”, because “you really have to explain a lot 

beforehand”. The interviewee calls this “a lot of educational work”, which is very time consuming, 

in order to “close this knowledge gap”. Moreover, investees might not only need guidance throughout 

the investment process, but the pre-vetting communication cycles also tend to be very long. “We often 

get to the point where we actually want to refuse an investment because we have difficulties 

communicating with [the investee]”. Likewise, Participant F thinks that “sometimes, [the investee] 
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organizations are not fully investment ready”. As a result, the investment fund ends up “doing a lot 

of heavy lifting” in order to get the investee firm to a state where it is worth investing. This 

demonstrates that, while plenty of social entrepreneurs with a promising business model exist, 

investors face challenges as investees need a lot of assistance in terms of basic business skills. 

 Lack of Available Educational Content in Spanish 

Another challenge related to the investees’ unpreparedness for the investment process is the lack 

of available educational content on impact investing in Spanish. Participant D2 explains that “if an 

entrepreneur looks for information about the work of investors and then searches in English, […] he 

tends to find a lot from the USA and Europe and that [information] is not so relevant for LATAM”. 

Participant D2 continues to call it “a shame” that there is not much content in Spanish, since “it 

distorts the market, because the young and better qualified entrepreneurs understand English, but 

others [who are] a little more traditional might not be able to cope with it”, which shows the danger 

of intensifying the inequality in the region. Similarly, participant I, who founded an accelerator for 

social businesses in Ecuador, is aware of the privilege of being fluent in English as there are only a 

few others at social enterprise level in Ecuador who are bilingual. The participant thinks that language 

is tremendously important because it can be “a huge barrier”, as it has the potential to exclude people 

from impact investing. The participant adds that the content that does exist in Spanish is very technical 

because “they're academics, so that's a whole other language. It's almost like you need a translator to 

help them interpret for the social entrepreneur that is an agronomist”. Once again, this highlights not 

only the need for content in Spanish, but also for it to be easily understood and applied regardless of 

academic background.  

This section has highlighted that the impact investors in LATAM face constraints because 

investees are not prepared sufficiently for the investment process and lack crucial business skills, 

which causes the investors to spend unnecessary time and effort to educate the investees, given that 

they cannot do that by themselves due to the lack of available content in their mother language.  

The following table summarizes all aforementioned challenges that are related to the challenge 

ill-equipped investees.  

Table 7 

Challenges Related to Ill-Equipped Investees 

Findings 

Lack of Investee Education on Business Practices 
▪ Lack of technical knowledge  
▪ Long communication cycles 
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Lack of Available Educational Content in Spanish 

▪ Only few people in LATAM speak high-level English 
▪ Only academic Spanish content 

 

 Lack of Utility of Traditional Financial Instruments  

The following section outlines the challenges that impact investors face in LATAM related to 

the lack of utility of traditional financial instruments. These relate to (1) the mismatch of supply and 

demand of capital and (2) the difficulty to deploy equity investments. 

 Mismatch of Supply and Demand of Capital 

The first shortcoming of traditional financial instruments, as mentioned in the interview data, 

refers to the mismatch between capital supply and demand. That is, while funds exclude some 

investees for being too risky, overall, they do not perceive finding suitable investees for their financial 

instrument of choice as particularly challenging. However, it sometimes presents a difficulty for 

impact investors to identify investees who match the profile in a pool of less suitable organizations.  

Participant A, who manages a global fund with a general minimum ticket size of USD two million, 

states: “The type of instruments that we handle in LATAM is senior debt only. Therefore, we want 

organizations that have a certain size and that already have a track record to ensure that they will 

repay the loan […]. Our model assumes that 98 percent of the investments we make will pay us back. 

So, we cannot take so much risk”. Accordingly, participant C, who manages an international fund, 

concludes the following: “Companies that have anywhere from one to 20 employees who generate 

anywhere from USD 50,000 to USD 200,000 in annual revenues, [cannot] take international tickets 

that are big. They need a much smaller type of financing. […] So, I think there is a mismatch”. 

Participant G similarly states that they focus on growth stage companies with the requirement of 

having registered at least USD one million in savings due to their risk profile, but that “the bulk of 

the pipeline […] are the ones that are in need of USD 250,000 to USD 300,000”. While this leads to 

the conclusion that there is a lack of options for more early-stage entrepreneurs, participant B assumes 

that “there is still an extraordinary amount of need across the whole spectrum”. In other words, this 

participant would not advocate one form of investment over the other, as there are always 

organizations at different stages of development with different needs. This section highlights that 

international investors face a challenge as the bulk of investees is in need of smaller ticket sizes than 

foreign funds currently offer. 
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 Difficulty to Deploy Equity Investments in LATAM 

The interviewees also report the difficulty to deploy equity investment in LATAM due to the 

aforementioned lack of exit opportunities in the region. Participant D1 says that “there is a huge exit 

risk, if you are going to a small Central American country with equity [because] you don't know when 

you get your capital back”. Participant G, who manages a regional fund, also says that “the [merger 

and acquisition] dynamics are not as dynamic [as] in the US, for example […]. It's really hard to find 

exits for traditional investments, [so] I believe it's [even] harder to find an exit for a social or 

environmental oriented investment”. Participant C concurs and explains that when the fund entered 

the market, there was basically no track record in divestments of impact private equity and there was 

no secondary market for these. However, this is now “changing, but very slowly”, participant C says 

and further highlights “the challenge of setting up a fund that can optimize these considerations across 

a diversity of countries”, since each country has different approaches for how to tax them. 

Looking at it from a cultural perspective, one participant raises the argument that equity can be 

problematic to deploy in a region like LATAM because the local culture is not compatible with this 

type of investment. For example, participant D1 explains that many firms in LATAM are family-

owned companies. Therefore, even though an equity investment typically includes taking a board seat 

in the firm and having a say in the direction of the company, it can still be difficult to have a strong 

position within the firm due to unofficial structures of these circles. “You don’t want to be a ten 

percent stakeholder in a [family-owned] company”, says the same participant, expressing the belief 

that the personal relationships of families and friends will weigh too heavy on decisions made for the 

business. Participant C confirms that, while there are many worthwhile private equity opportunities 

in some sectors, such as FinTech and food, “it’s true [that] it’s always more difficult to negotiate 

equity entry and governance with family-run businesses”. This indicates that operating on the board 

of directors through obtaining an equity share in family enterprises presents a challenge to the 

investors. 

This section has highlighted that impact investors in LATAM face various challenges related to 

their choice of financial instruments, such as the mismatch of supply and demand of capital and 

constraints related to equity investments. Additionally, these may not meet the needs of investees in 

LATAM. The following table summarizes all aforementioned challenges that are related to the lack 

of utility of traditional financial instruments. 
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Table 8 
Challenges Related to Lack of Utility of Traditional Financial Instruments 

Findings 

Mismatch of Supply and Demand of Capital 
▪ Difficulty to identify suitable investees 

Difficulty to Deploy Equity Investments in LATAM 
▪ Cultural implications can make the investment process more difficult 
▪ Currently little evidence on successful exits 

 

 Cultural Constraints  

The following section outlines the cultural challenges related to foreign investors’ lack of cultural 

knowledge, the locals’ distrust of outside investors, and the difficulty to attract foreign capital with 

an exclusively local team. 

In regard to cultural constraints challenging impact investors in LATAM, the lack of local cultural 

knowledge by foreign investors, arises as a challenge from the interview data. Participant B outlines 

the following: “You are going to always fall short, if you, as an outside investor, assume that you 

know what needs to be done. […] The moment that the ‘white man’ comes in and says he knows best, 

is the moment that we fail”. This implies the risk for foreign investors to lack genuine impact in the 

community when unaware of the consequences of their investments on rural communities. Moreover, 

the interviewees highlight that in order to achieve the investors’ goals by creating both financial 

returns and impact, it is crucial to be “aware of the cultural differences when it comes to doing 

business [in LATAM]”, as participant F discloses. This participant says that this factor is sometimes 

being taken for granted but often ends up complicating or killing the deal. 

However, sometimes the problem is not the lack of cultural knowledge, but how locals perceive 

the foreign investors. When participant J, who is originally from Spain, gives workshops to 

microentrepreneurs in Peru, the participant realizes, “that the culture is different; the language is 

different; the aspirational level of paradigm, of values, everything [is different]”. As a result, the 

participant has had many experiences with cultural barriers related to a “worldview paradigm 

problem”. By this term, the interviewee refers to the widely accepted assumptions and beliefs in 

society. This sometimes leads to the locals not trusting foreigners, as these outsiders presumably do 

not understand their problems as participant J explains. 

On the contrary, a team of only locals could pose difficulties as well. Considering the current 

limited availability of local capital for impact investing (see also section 4.1.2.2.), the need for capital 

from international investors in order to be able to adequately address the issues that exist in the region, 
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becomes evident. Since this international capital often includes large institutions that want to see a 

certain track record of the local fund, it is outlined by the interview participants that they require a 

certain quality in the team. In this regard, participant D2, who is based in Guatemala, mentions that 

although a local team has certain advantages, convincing international capital owners with an 

exclusively Guatemalan team would raise “insanely big question marks, simply because Guatemala 

as a country is not particularly famous for having many good graduates”. This, in turn, could 

supposedly affect performance factors, such as execution time, which participant D2 further explains 

as certain processes taking longer with Latin Americans, as their culture places less focus on 

efficiency. 

Overall, the empirical data suggests that LATAM impact investors are challenged by arising 

cultural constraints, which are summarized in the following table. 

Table 9 

Challenges Related to Cultural Constraints 

Findings 

▪ Foreign investors' lack of local cultural knowledge 
▪ Locals’ distrust of foreign investors 
▪ The difficulty to attract foreign capital with an exclusively local team 

 

This section has revealed the challenges that impact investors in LATAM are faced with. Overall, 

these can be grouped into constraints relating to (1) the local governments, (2) a general lack of 

communication between various ecosystem actors, (3) working with ill-equipped investees, (4) the 

lack of utility of traditional financial instruments, and (5) challenges that arise from cultural 

constraints. In the following section, means for addressing these challenges, as suggested by the 

interview participants, are revealed. 

4.2. Means to Address the Challenges 

While some serious challenges exist, as outlined in the previous section, the interviewees also 

mention several means to overcome them. These means are grouped into the conceptual categories 

of (1) supportive government initiatives, (2) collaboration between different ecosystem actors, (3) 

investee assistance by intermediaries (4) innovative financial solutions and (5) the advantage of 

culturally diverse teams. 

 Supportive Government Initiatives 

As the previous analysis of the challenges expressed by the interviewees shows, there is the urgent 

need for implementing regulations in favor of, or at the very least, not impeding impact investing. 
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Some potential ways forward to achieve this regarding (1) the engaged governments and (2) tax 

incentives, outlined in the following. 

 Engaged Local Government 

Most of the participants associate challenges with the government. However, several possibilities 

for overcoming this challenge are outlined by the interview participants. While participant C is 

hopeful that in LATAM “the impact investing ecosystem can be strengthened with more favorable 

regulations”, the participant additionally highlights the importance of engaging private actors. The 

National Advisory Boards (NABs) of the Global Steering Group for Impact Investing (GSG), for 

example, provides a long-term solution, which this interviewee calls “successful public private 

initiatives”. More specifically, the GSG is dedicated to lobbying with the government to bring 

awareness of the benefits that impact investing can bring. Participant G considers the GSG as 

“absolutely critical to be able to lobby with government”. The non-profit accelerator arm of Fund G 

is involved in what is called “Alianza Por La Inversion de Impacto”, which is the local steering 

committee group in Mexico. Participant I moreover acknowledges that “if [impact investing 

ecosystem actors] get big enough and loud enough, eventually the government should be coming to 

[them] to say ‘Hey, how can we help to deregulate?’” This indicates that collaboration between 

ecosystem actors needs to be fostered in order to have an influence on the government. Similarly, 

participant G underlines the priority “to be able to create this long-term relationship with the 

government”, but also acknowledges that it “takes time”. 

While the participants identify the lack of favorable regulation and government initiatives as a 

major challenge, participants C, I and D2 mention one country as more mature: “Chile is probably an 

exception; they have a really good public mentor-like setup”, participant I suggests. Participant C 

attributes this to “successful changes to the regulatory environment”, such as the CORFO Foundation, 

which the interviewee explains to be a public initiative in cooperation with the private sector. 

Participant D2 moreover states that Fund D gets “an incredible amount of pipeline” from Chile, which 

suggests that the country is more advanced in certain areas than other countries in LATAM. 

Moreover, besides the general need for more favorable regulations, short-term solutions are 

mentioned by the interviewees. One focusses on making it easier and cheaper to establish entities in 

more investment friendly environments, such as the USA, Canada, or British Virgin Islands because 

it “just facilitates everything” (D1). Participant B suggests for other countries “to model what these 

countries are doing to encourage an expansion of the [impact investing industry] domestically”. 
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Participant B thus advocates that Latin American governments should orient themselves on what 

other governments have implemented in terms of impact investing support. 

The empirical data reveals that corruption is a central challenge related to LATAM governmental 

obstacles, which is particularly difficult to overcome. However, the funds start with being sensitive 

to the issue: “It is the kind of thing where when you work in the region, you know what you are 

looking for”. Participant D1 therefore highlights that “it happens; it's there, so you just got to be 

mindful and we don't want to get involved”. The interviewee moreover emphasizes the importance 

to signal to their investees that engaging in corrupt actions with the government in order to speed up 

the processes or to obtain licenses is not tolerated in any way: “We let our investees sign a yearly 

letter stating our anti-corruption policies”. This shows some initial steps on how to cope with the high 

risk of corruption in LATAM. 

The empirical data suggests that impact investors in LATAM can deal with political instability in 

various ways. This section has highlighted the opportunity of creating a long-term relationship with 

the local governments through NABs, evading complicated governmental regulation by setting up 

impact funds in more favorable environments, and to avoid corruption issues by implementing anti-

corruption policies. 

 Tax Incentives 

High taxation rates have emerged as a challenge to the investors’ successful operations in 

LATAM (see also Section 4.1.1.2.2.). Creating tax breaks is mentioned as a helpful measure by 

participants. Participant B, for instance, thinks that “governments in LATAM need to have provisions 

that recognize, that while not a traditional NGO, social impact investing plays a very important role 

in development spaces and there needs to be loser tax regulations”. This quote indicates that the 

participant desires that governments would recognize the ability of impact investing to address 

societal issues through tax incentives and therefore, incentivize the industry’s growth. However, 

“crafting sound policy trying to mitigate [impact-washing] but also creating space domestically is 

important” to prevent investment funds from taking advantage of such tax incentives.  

The interviews indicate that despite governmental shortcomings in LATAM, these can be 

overcome by engaging the local government, which can potentially lead to the implementation of tax 

incentives. The following table summarizes these opportunities. 
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Table 10 
Potential Solutions Related to Supportive Government Initiatives 

Findings 

Engaged Local Government 
▪ NABs 
▪ Chile as a positive example 
▪ Anti-corruption policies 

Tax Incentives 

 

 Collaboration Between Different Impact Investing Ecosystem Actors  

Another opportunity that was mentioned by the participants refers to various forms of cooperation 

that can help to overcome several aforementioned challenges and can ultimately lead to a healthier 

ecosystem. The types of cooperation are three-fold: (1) among investors, (2) across countries and (3) 

between for-profit and non-profit actors. 

 Cooperation Among Impact Investors in LATAM 

The first type of cooperation revealed in the interview data is related to cooperation between 

investors. This section presents how this type of cooperation can help investors in LATAM cope with 

the challenges of investors’ lengthy due diligence processes, of foreign investors’ lack of cultural 

knowledge, the lack of data to prove the viability of impact investing, and the lack of local capital. 

More specifically, the suggested solutions differentiate between (1) collaborating on pipeline, (2) co-

investing, (3) sharing success stories, and (4) involving local capital. 

4.2.2.1.1. Collaboration on Pipeline. The first sub-type of cooperation between investors derived 

from the interview data is collaborating on pipeline. That is, when investors work together to identify 

suitable investees more easily. Participant D1 expressed to find new investees predominantly through 

their already existent network. The participant says that while it took “years of work, years of 

speaking in all the conferences and writing articles and just getting the word […] to generate a solid 

network of trusted partners”, it is now the single largest source of deals for their fund. Therefore, 

instead of every single fund having to go through this strenuous process, it would be beneficial to 

have a consolidated network that each fund can benefit from. Hence, by collaborating on pipeline, 

investors can better cope mitigate the challenge of arduous vetting processes. 

4.2.2.1.2. Co-Investing. The second sub-type of investor cooperation refers to co-investing. As 

the analysis of the challenges shows, the lack of available data on the success of impact investing in 

LATAM and a lack of local cultural knowledge can both lead to particular hesitation of foreign 

investors to invest their capital in the region. Thus, co-investing can be suitable when the mandate of 
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a fund limits the monetary contribution to a specific cap and finds that the investee firm needs 

additional capital. “We don’t shy away from an organization that needs more money than we can 

provide, knowing that our investment could attract additional investors to help [the investee] out”, 

participant B describes Fund B’s approach to co-investing. 

Co-investing is also mentioned as a means for foreign investors to reduce risk and access local 

knowledge, with some believing “the most critical part to having a deep, […] ingrained connection 

with the local market is the deal finding part” (participant G). Participant E further explains that 

“doing direct investments requires a lot of local knowledge, a lot of feet on the ground”, which is why 

“it's much better to have local funds operating in partnership with international funds”, since the local 

funds have “the knowledge of the country, of the region, and much more sensibility to what can be 

successful and what cannot”. As a result, co-investing can be a way to cope with cultural clashes 

between foreign funds and local communities. Even though being a foreign investment fund, 

participant B considers their “relationships on the ground [as] a big part of [their] investment”. 

Whenever a more risk-averse fund is interested in investing in an investee firm but unwilling to do 

so without some other guarantees, Fund B provides such security due to its extensive local 

connections. This leads to the conclusion that once Fund B puts down capital, thus providing the other 

fund with more stability, then often the risk-averse fund is willing to invest. 

As an international fund, the fund had to “build up a knowledge of all of the domestic issues 

concerns, financial structures, government regulations, etc., which is why [Fund B] has chosen to rely 

so much on its shareholders, who have boots on the ground, who have been working in those countries 

for a long time to ensure that there is a clear understanding that [they’re] not just […] throwing money 

at organizations that may not be serving the purpose that they on the surface claim to be doing”. These 

relationships, participant B thinks, “inherently make the investment of an outsider less risky, because 

there’s more writing on it”. This indicates that co-investing serves as a way for risk-averse funds to 

invest in high-impact enterprises, which are considered risky. Similarly, participant G calls co-

investing “a great tool to de-risk your investment”, given that the risk can be shared with more risk-

tolerant investors and knowledge can be shared between investors. Participant B adds: “And 

additionally, we have a fairly strong reputation and people know that if Fund B is investing in 

something, that means that a lot of due diligence has gotten into the process”, thus giving the 

investment legitimacy. This quote suggests that international investors generally prefer to invest in 

whoever the local investors are betting on. Thus, the participants illustrate how foreign investment 

can be attracted by offering co-investing, which is why participant I thinks it is so important “to 
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nurture local investors first”. This leads to the perception that especially international investors can 

benefit from cooperating with local funds, when it comes to deal sourcing.  

Overall, co-investing was revealed as a suitable means to cope with the challenges of foreign 

funds’ lack of cultural knowledge and the risk of cultural clashes between international funds and 

local investees. Co-investing can thus provide an opportunity to provide more risk-averse funds the 

local knowledge necessary for them to invest in the region and encourage collaboration between 

investors. 

4.2.2.1.3. Success Stories. Several participants believe that sharing success stories is important, 

which represents the third sub-type of investor cooperation. Participant G thinks that, as impact 

investors, they have to prove that impact investing can deliver on both financial and social and 

environmental returns. This, in turn, will lead to traditional investors being more interested in 

exploring the impact marketplace as well. The participant further considers that for a more cohesive 

ecosystem it is relevant “to have more openness from investors to share lessons learned”, for example, 

when it comes to innovative financial instruments. “We focus on revenue-based financing, and many 

investors have reached out to us to see if we can share any lessons learned on these types of 

instruments and we're super inspired […] to share our journey with this type of vehicle”. Throughout 

the interview, the participant repeated several times the perceived “responsibility” for demonstrating 

that impact investing works in order to attract traditional investors. “We are the pioneers out there 

trying to make good investments, […] so we have a great responsibility […] to make great 

investments”. 

Similarly, participant A sees a lot of value in generating studies explaining the impact of 

organizations as success stories to document them and share the information. Fund A, for example, 

funded several studies demonstrating success stories for other organizations to see what the 

opportunities for improvement are. Participant C is also a big promoter of sharing information, since 

it is still a challenge to attract capital to the region: “You need some success stories in order to attract 

capital”. However, capital is needed to have those success stories in the first place, and “if nobody 

believes in the region […], then it's hard to have those first success stories to attract more capital”. 

Similarly, participant G sees sharing success stories “as a really good step that the industry as a whole 

is undertaking. There is no way you can go from zero to 100”. In other words, although the impact 

investing industry is still in a nascent stage, sharing success stories can help the development towards 

a more coordinated stage. Therefore, any advancement on that scale is considered a good start. 
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As a means to better communicate success stories of impact investing, standardized measurement 

is mentioned. While measurement is not perceived as a direct challenge by the participants, sharing 

best-practices and better communication between funds is mentioned as an opportunity for the 

industry. Consequently, the interview participants agree that metric tools should be standardized to 

make results comparable and to attract future investment but remain flexible to some extent. For 

example, participant I says that “the systems of standardized methods are what validates the systems 

of impact investment”, by which the interviewee refers to the comparability of impact results. 

Moreover, standardized methods are important to see who just “labels themselves as impact 

investors”, when in reality is doing impact-washing, interviewee I explains. Moreover, a certain 

degree of standardization is crucial to publish achievements, and, thus, to attract additional 

investments, since “more capital can flow in if we all use the same language”, as participant E 

explains. 

Nonetheless, the tool needs to be flexible enough to be adapted to the specifics of each investee, 

“because every investment, every environment, every situation is going to be different and there will 

never be a universal system of metrics that's going to be equally applicable”, participant B brings up. 

It should, therefore, be “common practice” to adapt a standardized framework to the local needs in 

LATAM, because “you are going to always fall short if you, as an outside investor, assume that you 

know what needs to be done”. Fund B, for example, uses a compilation of factors called SIAMT 

which are derived from IRIS, but adapted specifically to the agricultural context. Throughout this 

process of identifying which metrics to use, participant B stresses the importance of including the 

investee in the conversation “to understand, what their priorities are in terms of social impact”, and 

what “they think are the most relevant metrics of social impact in their communities” to ensure that 

each investment is “a community-lead project”.  

This section has highlighted that sharing success stories can mitigate the challenge of the lack of 

communication between ecosystem actors, as well as the lack of awareness of innovative financial 

instruments. 

4.2.2.1.4. Involvement of Local Capital. A fourth sub type of investor cooperation, as suggested 

by the empirical data, is involving local capital. Considering that there is a significant number of 

wealthy capital owners in the region there is a high amount of capital that could potentially be 

redirected towards impact investing. In a country like Guatemala, for example, where most capital is 

concentrated in few rich families, this can be quite challenging, but Fund D has had “some success” 

getting local investors on board. Even though with only small ticket sizes for now, it is “at least 
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something”, participant D2 explains. Despite usually having a minimum ticket size of USD 500,000, 

“for everything that comes from Central American locals, anything over a dollar is great, even if that 

makes no financial sense at all, but [it’s important] to break this vicious circle [and] to show that there 

are other asset classes than just themselves”. This illustrates the value that lies in offering miniscule 

ticket sizes to local asset owners to overcome both the challenge of lack of data to prove the viability 

of impact investing in LATAM and the resulting local capital owners’ hesitation to engage in impact 

investing. 

This section has highlighted the various means opportunities that relate to increased cooperation 

between impact investors in LATAM. More specifically, by collaborating on pipeline, investors can 

better mitigate the challenge of arduous vetting processes; by co-investing foreign funds’ can mitigate 

their lack of cultural knowledge; and by sharing success stories can the challenge of the lack of 

communication between ecosystem actors be mitigated, as well as the lack of awareness of innovative 

financial instruments. 

 Regional Integration 

The second type of cooperation derived from the interviews is regional integration. As participant 

E puts it: “We're not really making the best of [the fact] that we are very close” and points out that 

“in terms of […] our client base in the region [and] what their needs are, it's pretty similar”. Therefore, 

innovative solutions to Latin Americans would be easily scalable. “But we're not there yet, so that's 

good room for growth”, the same participant acknowledges, which illustrates this participant’s 

optimistic outlook for the development of impact in LATAM. 

Almost all participants agree that regional integration is one of the main solutions to create more 

alliances across the region to foster a healthy ecosystem. Particularly the challenge of a lack of 

international capital to invest in LATAM can be mitigated through increased regional integration. 

Participant E explains: “We either need to devote more energy on convincing international [capital 

owners] that it's worthwhile to […] invest in LATAM, or simply work more closely within the region 

to invest as a region […]. and hopefully attract more international investment in the future”. In other 

words, before concentrating on attracting foreign capital, this participant believes that the first step 

for advancing impact investing in LATAM is to cooperate regionally. “Unless we really start thinking 

of scaling companies at a regional level, we just can't compete at the scale that a lot of these 

investment [funds] operate in Africa and Asia in particular”, the interviewee elaborates. This indicates 

that scaling the investee companies across borders can be a way for LATAM to become competitive 

in attracting capital on a global scale. 
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Participant I, who founded an intermediary in Ecuador with the focus on fostering sustainable 

business models, recommends that more resources and support should be offered to ecosystem 

builders across LATAM. For example, the interviewee refers to their organization as an ecosystem 

builder, which participant I understands as an intermediary with the purpose of fostering cooperation 

between impact investing ecosystem actors. Intermediary I holds an annual impact investing summit 

where impact investing funds are invited to discuss the pipeline and “talk about […] how impact 

investors can themselves adapt to the ecosystems that are existent in South America”. The participant 

continues to point out the importance of a wider net of local partners, “because in LATAM, you still 

need that local network to thrive”. This is based on the assumption that the ecosystem is crucial to 

guarantee the long-term success of entrepreneurs. 

Additionally, Participant E highlights the need for communicating across borders. For example, 

funds should reach out to other funds in the region to share their pipeline of companies that are ready 

to scale because otherwise it will be rather difficult to identify companies with that capacity. A 

solution would be “working more closely together, sharing more pipeline and seeing [themselves] 

more as a region rather than independent countries”. One of such success stories is Fund D, which 

embraces a broader regional pipeline to increase the chances of finding profitable high impact 

entrepreneurs. Participant D1 believes that “the winners over the next ten years are going to be the 

[funds] that look at Central America as a single market” and thinks that investors will “face some 

serious challenges by maintaining this political arrangement of being very small nation states that are 

at times at odds with each other”. 

On the whole, regional cooperation is crucial to overcome the challenge of misaligned 

communication between the different ecosystem actors, as well as to cope with the ill-equipped 

investees. 

 Between Impact Investors and Philanthropic Capital 

The last type of cooperation suggested by interviewees is increased cooperation between investors 

and philanthropic capital, with the latter referring to non-profit organizations providing grants to 

entrepreneurs. Throughout the interviews, there is a clear indication that collaboration between 

impact investors and philanthropic actors is perceived as a challenge and often leads to a sense of 

competition (see also section 4.1.2.3.). Hence, more collaboration is needed for a healthy ecosystem. 

Participant I mentions in this regard that “any initiative and activity that fosters more knowledge and 

trusts [between impact investors and philanthropy] would increase collaboration”. Similarly, another 

participant highlights that “the more [the different actors] can collaborate and communicate rather 
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than having this singular mission and feeling like they are in competition with each other, the better 

[they] can provide support for a variety of capacities”. Accordingly, the participant thinks that an 

important step to advance the impact investing industry is to overcome the “lack of willingness to 

collaborate and cooperate”. Instead, it is crucial for the different actors to acknowledge not having 

the expertise for everything and bringing in other types of organizations for help. 

As both impact investing and philanthropy have advantages, the participants explicitly mention 

that there is not “any single avenue that's going to solve problems” but that instead, “social impact 

investing has a place, philanthropy has a place, [and] pure monetary financial investment has its 

space, because there's so much need in the global South”. Thus, the more different instruments and 

approaches there are, the easier it is to address all different kinds of entrepreneurs’ needs, depending 

on their business model and stage. For example, participant C states that NGOs and philanthropy in 

general “often play a key role at an earlier [business] stage” of the investee. However, the interviewee 

also demands caution to “avoid market distortions with capital terms that are too lenient”, which 

could create as investee mindset that is not adapted to growth and scale requirements. Alternatively, 

participant G suggests that “instead of just giving grants, some kind of blended finance or venture 

philanthropy” would be appropriate for providing more flexibility, while pushing the company “to 

show that they can have a profitable business model”, which they can scale. So, while considering 

non-profit actors as “super important”, the need “to tweak a little bit the mentality by pushing the 

company to the next level”, is highlighted. This can be achieved when ecosystem actors collaborate 

and “look at ways to work together rather than finding a slightly different way of doing the same 

thing and then competing with each other”. However, participant G argues that the industry is still 

“in a testing mode at the moment” but hopes “that in a few years, [everyone] will know better what 

[their] best battlegrounds should be”, thus giving way for successful collaboration.  

Interestingly, participant G does not feel much competition between NGOs and impact investors 

because they are both “targeting really different kinds of companies or projects”. It is worth 

mentioning, however, that Fund G has an integrated non-profit arm with which it works in close 

collaboration. This could be why the participant does not perceive this kind of competition. The 

participant further highlights the importance of having both impact investing and philanthropy, 

because “some companies […] have a great impact but don't have a scalable business model”, which 

would therefore be a more suitable project for non-profit organizations. “You have to pass on those 

opportunities that could be wonderful projects but are not for impact investors”. This is, because they 

cannot meet the investment criteria in terms of return expectations and also relates to the 
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responsibility this participant feels for demonstrating viable financial returns, “because [impact 

investors are] trying to show the world that traditional investors can also invest in these companies 

and realize returns”.   

Concludingly, there is a need for an “articulated ecosystem”, as participant E calls it, to support 

entrepreneurs that are in an early stage. “So, it will be great if we can have an open communication 

channel with the NGOs, for example, that could do something more like venture philanthropy” in 

order to serve the entrepreneurs that are looking for investment but who do not fit for-profit impact 

investing yet. Given the higher tolerance for risk, the non-profits could prepare the companies to a 

point, where they would become attractive for later investment. 

Overall, cooperation between investors and philanthropic capital represents another opportunity 

to better cope with the challenge of the antagonism between the for-profit and non-profit sector and 

overcome the general misaligned communication between different impact investing ecosystem 

actors. The empirical data shows that there are numerous forms of cooperation to tackle this 

challenge. The following table summarizes these cooperation opportunities. 

Table 11 

Potential Solutions Related to Collaboration Between Different Impact Investors in LATAM 

Findings 

Cooperation Among Investors 
▪ Collaboration on pipeline 
▪ Co-investing 
▪ Success stories and lessons learned 

o Use of standardized impact measurement  
▪ Involvement of local capital  

Regional Integration 
▪ Communication across borders to scale solutions 

Cooperation Between Investors and Philanthropic Capital 
▪ Dedicate to different business stages  
▪ More efficient allocation of capital 

 

 Investee Assistance by Intermediaries 

The third conceptual category which emerges from the empirical data demonstrates that non-

financial support is a crucial element of successful cooperation between the investor and the investee 

to overcome the challenge of ill-equipped investees. This support can include technical assistance 

and general business education to encourage growth or the provision of the necessary connections for 

a firm to succeed, as is highlighted by the interviewees (participant A and participant E). It is 

important that the investees understand “that it's not enough to have your heart in the right place”, but 

also to understand core business skills, participant I explains. This has also been reflected in the 
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interview with Participant B: “We are also helping [the investees with] technical assistance to help 

them reach that next level of business growth”. Participant B, who works for an international fund 

active in the region, explains this kind of support: “Even though we're not an NGO and we're not a 

development agency firm, we still try and place all of these additional tools in the hands of the 

business to help them succeed, both financially [and] on the social spectrum”. To make sure that the 

investee firm will grow sufficiently, participant E highlights that apart from financing, their fund 

offers “a lot of support in different aspects of [the investee’s] growth”. 

Overall, the interview data suggests that cooperation between investors and investees in the form 

of non-financial support is part of coping with the challenge of ill-equipped investee firms. However, 

by itself, this cannot overcome all aspects of the challenge. The following further explains how this 

challenge can be overcome. 

To foster interesting investment opportunities, all participants agree that it is important to 

strengthen the ecosystem, most importantly, through education. Given the local social entrepreneurs’ 

lack of investment readiness (see also section 4.1.3.1.), participant D2 indicates that accelerator 

programs could step in and “make clear what is expected of the company”. The interviewee says that 

these programs are especially helpful for entrepreneurs who are not “25-year-old, over-motivated 

tech startups, but they're actually more down-to-earth teams”, who may lack the basic understanding 

of financial and business analysis, as the participant adds. The interviewee is hopeful, though, that 

the ecosystem is growing and that in a few years with the help of accelerators, there will be more 

investable companies available. Participant I, who founded an intermediary which offers accelerator 

programs, agrees that social entrepreneurs must learn how to pivot their business model and how to 

build their product. “How to really be demand-driven, that's what we focus on. […] It's is like learning 

core business skills”, the participant explains their intermediary’s work. 

To further accelerate the investees’ learning process, several funds have integrated an accelerator 

foundation. For example, participant D1, who founded an impact investing fund in Central America, 

realized early the importance of building the ecosystem with the help of service providers, and they 

source the needed capital through their associated philanthropic foundation. Besides accelerating 

companies from all over the region through their tech accelerator, the foundation also provides boot 

camps that are run with sponsorship from large companies in the region, or with universities to get 

their students interested in entrepreneurship. “That's become a good part of how we build the 

ecosystem”, the participant explains. Like participant I, participant D1 is also a promoter of co-

working spaces to bring the local entrepreneurs closer together and thus foster the entrepreneurial 
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ecosystem. “Promoting the establishment of these co-working spaces has been key [so] people can 

come and talk about […] impact [investing] and social entrepreneurship, specifically”. Similarly, the 

fund that participant E works for also has an accelerator arm integrated, which helps to support the 

investee companies before and after the investment in terms of scaling those companies to a point 

where they start becoming profitable. “It's an integral part of investing in […] LATAM, because the 

ecosystem is not robust enough”. The participant further outlines how Fund E finds their investee 

companies through the proprietary accelerator arm. Participant G also explains that their accelerator 

arm targets more early stage companies than Fund G would be willing to take on. After accelerating, 

however, they turn into “a really good source of pipeline”. Many local funds thus seem to have 

overcome the challenge of either not finding suitable investees or the lack of education by having 

their own accelerator. 

In conclusion, intermediaries, such as accelerators, were mentioned as other forms of corporations 

to support local investees in LATAM and ensuring a suitable pipeline, and additionally cope with the 

challenge of ill-equipped investees. 

Table 12 
Potential Solutions Related to Investee Assistance by Intermediaries 

Findings 

Cooperation Between Investors and Investees: Non-Financial Support 
Intermediaries to Support Investees 

▪ Accelerators programs 
▪ Co-working spaces 

 

 Innovative Financial Solutions  

The fourth conceptual category of means to address the challenges that emerged in the interviews 

refers to innovative financial solutions. While most interviewed investors try to find suitable investees 

matching their criteria related to their financial instrument, some highlight how financial innovations 

can provide alternatives to traditional financial instruments, while serving a broader pool of potential 

investees. In the following, the opportunities, which the participant investors see related to financial 

instruments other than private debt and equity, are outlined. Specifically, the findings on (1) 

subordinated debt and revenue-based financing, (2) patient capital, and (3) increased flexibility are 

presented to help to construct such innovative financial solutions. 

 Subordinated Debt and Revenue-Based Financing 

Impact investors in LATAM often serve social enterprises that have difficulties in being granted 

financing by a traditional bank, as stated by participant D1. The interviewee describes that using 
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quasi-equity financial instruments like subordinate debt could provide the investee not only with 

capital but make them more attractive for traditional loans from banks, as the provided capital would 

be subordinate to a bank loan. This gives the bank more security because of the combined capital of 

both the entrepreneur and Fund D. But there are also benefits for the investor. Participant D1 explains 

that besides the decreased exit risk and the compatibility with the local culture, using subordinated 

debt instead of equity is also favorable for the investors’ risk-return balance because “you can still 

achieve a rather solid return [compared to traditional debt] and you are still protecting yourself from 

outside risks that you assume as an equity investor”. 

Given many social entrepreneurs’ lack of tangible assets, revenue-based financing appears to be 

popular among some of the participants due to the benefits for both investors and investees. Fund G, 

for example, has many years of experience using this financial instrument. On the one hand, this 

financial instrument has benefits for the investee organization since the repayments are based on a 

fixed percentage of the firm’s revenues with adaptable repayment schedules, thus allowing flexibility. 

Moreover, the firm can maintain more control over their enterprise as opposed to equity, as this 

financial instrument does not require giving up parts of firm ownership. For the investors, on the other 

hand, it brings advantages compared to traditional equity, because the investor does not “have to wait 

five, six years down the road to see, if there is a potential third-party investor that is willing to buy 

the company […] and buy you out”, participant G explains. Participant D2 further outlines a benefit 

of revenue-based financing, which is that there is no need for “a mega evaluation in five years and an 

exit, but you still get a return without a financial compromise”, given that the cash flow starts from 

the first year. 

While several of the participant investors expressed their general awareness of revenue-based 

financing, participant G outlines that only very recently there has been an increase of awareness about 

the instrument. Nonetheless, it “is still nascent” and there is not enough education about the benefits 

that innovative financial solutions like these can bring. The participant acknowledges that this specific 

instrument is not “better or worse than equity” but believes that there is a need for “different investors 

that do different things because revenue-based financing, for instance, doesn't work for every single 

company”. For example, while revenue-based financing has benefits for both the entrepreneur and 

the investor, participant G acknowledges that it only works for companies that are close to reach 

positive free cash flow. “There has to be a path to profitability because otherwise I'll be harming the 

company. […] It really depends on the stage of the company and what the entrepreneur wants and 
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how the company is doing”. This highlights that there is no one-size-fits-all solution regarding 

financial instruments.  

Thereby, subordinated debt and revenue-based financing are suggested as coping mechanisms to 

overcome the challenge of the potential mismatch between supply and demand of capital by better 

addressing the investees’ needs and overcoming challenges related to traditional equity investments. 

Another innovative approach to financing is outlined in the following. 

 Patient Capital 

The second innovative financial instrument as discovered throughout the interviews is patient 

capital. This means investments that allow for a longer than usual time horizon, which are thus 

suitable for some investees where the risk return profile does not permit traditional debt, equity or 

revenue-based financing. For example, this is the case with very early stage enterprises without fixed 

assets or stable cash flows. Participant H, who works for an organization that combines a social 

enterprise accelerator with an impact-first impact investing fund, outlines that Intermediary H applies 

a model, which participant H calls “very unique […] in LATAM and pretty much anywhere in the 

world” as it partners with producer associations in Colombian post conflict areas and creates 

companies with them. “We invest and then work hand in hand with these [organizations] to make this 

company successful, and in the future, be able to exit”, the participant explains. In terms of 

Intermediary H’s exit structure, the participant also outlines an innovative solution done through a 

scheme of repurchase of shares. As the investee company starts to generate positive cash flows, 

money is sent to a fund that will repurchase Intermediary H’s shares. Thereby, if the company is not 

making profits and does not have positive cash flows, the fund will work hand in hand with the 

association to be able to take the company to the next level. This strategy avoids two of the challenges 

associated with equity investments: On the one hand, an exit strategy is guaranteed, and on the other 

hand, Intermediary H will only intervene in the management of the company when in trouble, and it 

allows the association to at one point have a 100 percent ownership structure. “That means that we 

can invest in companies, and really deliver results on the longer term”, participant H explains further. 

As opposed to a closed end fund, results are not rushed and an exit is not forced. 

Other interviewees mention the approach as well. Participant F explains that there are projects, 

which are highly impactful, but it takes a long time for productivity to rise. Therefore, the interviewee 

suggests that co-investing through a “blended mechanism with a more patient capital” could permit 

investments that are otherwise not profitable. This is because funds with stricter investment criteria 
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in terms of investment horizon and return can benefit from working together with patient capital 

providers, who are more risk-tolerant and can provide additional support to the investee company.  

Overall, patient capital is outlined by various participants as a way to, at the very least, reinforce 

traditional financial instruments in order to make impact investments in promising social enterprises 

possible. 

 Increased Flexibility 

The third point raised by interviewees regarding the choice of financial instruments is being 

flexible. Fund D, for instance, offers mostly subordinated debt and revenue-based financing, their 

mandate allows up to 25 percent of equity in the fund for exceptional cases with the potential that the 

investee organization “really grows […] and that an exit is possible at some point”. From an 

intermediary standpoint, participant I acknowledges that it is not always possible to adapt the financial 

instrument to the investees’ needs because “a fund manager just has to do whatever the money owner 

wants”. However, the participant thinks that “investors need to at least try to meet the pipeline in the 

middle” and would like to see investors “to be more flexible or come at it from a different 

perspective”. What this participant refers to is adapting the financial instruments to the investees’ 

needs instead of struggling to find suitable investees for the specific instruments offered, which 

further highlights the need for investors to stay flexible in their choice of financial instruments. 

Another aspect mentioned in regard to deploying capital, is the need to stay flexible with ticket 

sizes when not wanting to miss out on promising investees. Participant A says that while the general 

reference for Fund A is a minimum ticket size of USD two million, it is not strictly enforced. For 

example, when they consider an enterprise to have a significant impact or a business model with the 

capacity to grow, Fund A sometimes provides “loans of only USD 100,000 to start the relationship 

and get to know [the company] until the [minimum ticket] conditions are met”. Participant D1 

explains a similar approach. While Fund D specifies ticket sizes between USD 500,000 and USD two 

million, it sometimes applies exceptions for “companies that are starting to show […] traction” in 

order to not “close the door” to companies that have potential for growth. 

Overall, by remaining more flexible in the choice of financial instruments, impact investors in 

LATAM can better cope with the challenges of deploying a specific instrument for a diverse base of 

investees. The following table summarizes the core findings on opportunities provided by using 

innovative financial solutions. 
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Table 13 

Potential Solutions Related to Innovative Financial Solutions 

Findings 

Subordinated Debt and Revenue-Based Financing 
▪ Attractive risk/return spectrum 
▪ To avoid difficulties with equity 

Patient Capital 
▪ Co-investing for longer investment horizons 

Increased Flexibility 
▪ With ticket sizes 
▪ With financial instruments 

 

 The Advantage of Culturally Diverse Teams 

Having a culturally team presents the fifth means to address the challenges that impact investors 

are faced with in LATAM (see also section 4.1.5). Participant B highlights the advantages of both 

local and international impact investing funds as the following: “The advantage of being a domestic 

investor is that you have a much deeper insight or knowledge of the country and the culture, the 

struggles, the financial systems”. On the contrary, international funds can bring lessons learned, 

insights and experience from other countries. Naturally, it needs to be taken into consideration that 

“the countries differ, and regulations are different […], but at least you can have this knowledge from 

the company operations, and you can instantly compare”, as outlined by participant G. In other words, 

while the specifics, such as regulations, differ across regions, international funds can benefit from 

bringing experience of having worked in different contexts. This indicates that these funds bring 

crucial knowledge to the region. Thus, having a culturally team provides major benefits, which helps 

to exploit benefits of both internationals and locals. For instance, Europeans do not “look at things 

with the same perspective as a local or a [US-]American”. This is particularly convenient when 

analyzing the pipeline, as often the focus of attention differs and can thus create ground for deep 

discussion and insights. Moreover, the different backgrounds in a diverse team come along with an 

increased amount of experience, expertise and connections to other investors. For example, there are 

partners who bring experience over many years from Europe or the USA. Participant D2 points out 

that “to learn all of this here in Guatemala you have to know the right people and have worked for 

the right people and it is difficult”, which is why most funds have at least one foreign partner. 

To cope with potential cultural clashes between foreign funds and local communities (see also 

section 4.1.5.), a culturally diverse team can help to gain the trust of both local and international 

partners. On the one hand, understanding the local culture and communities is necessary for the 
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impact funds and intermediaries to gain the trust of the local partners, explains participant J. However, 

it can be a lengthy process of up to two years to “understand the language, understand the culture and 

[until] there is mutual respect and trust”. Only then, the participant claims, can collaboration begin. 

Cultural diversity therefore helps to facilitate the process of attracting investors from more developed 

countries. Participant B explains that while “it's incredibly difficult to raise a fund for Central 

America”, it is easier to win the trust of international capital owners with a team that is not exclusively 

local. This suggests that attracting international capital to Central America is challenging either way, 

it is easier with a diverse team. 

Overall, to overcome cultural challenges experienced by investors in LATAM, the empirical data 

revealed the need to appreciate and learn from cultural diversity, to foster and benefit from integrating 

different cultures and background into the team. These findings are summarized in table 14. 

Table 14 

Potential Solutions Related to the Advantage of Culturally Diverse Teams 

Findings 

Culturally Diverse Teams for: 
▪ Easier communication with local investees and local knowledge 
▪ Insights from expertise from other countries 

 

4.3. Challenges and Opportunities Resulting From the COVID-19 Pandemic 

As this thesis is written during the emergence of the global pandemic COVID-19, the current 

circumstances were additionally taken into consideration. Hence, besides the general challenges and 

means to address these (see also sections 4.1. and 4.2.), the COVID-19 pandemic imposes new 

challenges that threaten the impact investors’ operations in the region and create potentially new 

opportunities for impact investing in LATAM. While it is still too early to predict how exactly the 

crisis will unfold and what specific issues will arise for impact investors in LATAM, the interviewees 

have already started to experience the first constraints at the time of the interviews in June and July 

2020. The following section is therefore not meant to be a comprehensive analysis of the arising 

challenges but serves as an overview of the constraints that the participating impact investors are 

experiencing and potential opportunities that could emerge from the crisis, as derived from interview 

data. 
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 Challenges Arising due to the COVID-19 Pandemic 

The following section raises the challenges that the interview participants experience as a result 

of the COVID-19 pandemic. These constraints include (1) asset owners’ heightened hesitation to 

engage in risky investments and (2) the difficulty to execute due diligence processes. 

 Asset Owners’ Heightened Hesitation to Engage in Risky Investments 

At the time of the interviews, some of the interviewees describe experiencing a certain hesitation 

for engaging in risky investments on the asset owner side due to the uncertainty of how long the 

COVID-19 pandemic will last. “I think that people are a lot tighter with their purses all of a sudden”, 

investor B outlines, which leads to the assumption that asset owners currently prefer “sure bets”, as 

opposed to riskier ones. This is also affecting co-investing, as participant B explains that some of the 

deals that the fund had in the pipeline were contingent on co-investment, but in some cases the co-

investors “decided that this wasn’t the time for them to invest”, forcing Fund B to put a hold on those 

investments. While not necessarily stopping their interest in these kinds of investments indefinitely, 

the asset owners are “pausing any further disbursements for the time being”. 

 Difficulty to Execute Due Diligence Processes 

The inability to travel to meet prospective investees is mentioned repeatedly as a challenge. 

Participant B explains that their biggest constraint is their due diligence process, as it includes a site 

visit to the potential investee. “With travel restrictions we currently can’t really do that, [so] if a deal 

seems sound enough in every other capacity, we might decide to continue with the goal of a site visit 

later on”. However, in some cases Fund B simply had to pause the investment process, because it was 

unavoidable “to get to the ground and actually see how the operation is functioning and if it truly 

matched everything that’s required by [their] business charter”. The same issue is highlighted by 

participant F, who states that there “is a certain level of uncertainty with the foreign market” due to 

ongoing travel restrictions. This leads to the conclusion that most of the issues that the investment 

funds are facing because of COVID-19 are rather the future investments and not the current 

investments, because due diligence processes have become progressively difficult to execute. 

Overall, the most prevailing challenges for investors in LATAM emerging due to the COVID-19 

pandemic, as expressed by the participants, relate to the asset owners’ hesitation to engage in risky 

investments and the increased difficulty to execute due diligence processes. 
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 Opportunities 

Besides the aforementioned challenges arising due to the pandemic, there is also evidence for 

several opportunities related thereto. These relate to (1) the increased use of technology and (2) the 

increased awareness of sustainable development. 

 Increased Use of Technology 

While travel restrictions can impede investors’ operations, one of the accelerators interviewed is 

shifting towards conducting more operations virtually. Hence, one opportunity that is arising is an 

increase in digitalization and hence, an improvement in the use of technology. Similarly, participant 

I says that Intermediary I is “hoping to do more [regional scanning] now that COVID has given [them] 

this opportunity to experiment more with virtual work”. Furthermore, Intermediary I is hosting an 

annual event “that this year will be virtual”. Similarly, participant G also sees opportunities enabled 

by the pandemic in terms of technology adoption on the investee firm level. For example, one investee 

firm had always planned “to be more technological […] and they've been thinking about how [to] 

have more lean operations”, but they had not acted on it because “they didn't have […] this external 

factor to push them to move in that direction”. Now, with the emergence of COVID-19, however, 

“they just have to activate that plan that they've been thinking [of] for five years. And that's great 

because you're moving into having a leaner approach”. 

 Increased Awareness of Sustainable Development 

Finally, participant I holds an optimistic outlook for the future and considers COVID-19 as a 

trigger to start turning towards more sustainable solutions: “I […] imagine that a lot of capital holders 

and high net worth individuals might have had a change in mentality that makes them want to move 

capital more towards impactful business space because of the reality that COVID-19 has exposed”. 

While participant B thinks that it is still “a little bit early in the crisis” to expect the whole world to 

suddenly get on board with impact investing, the participant does think “that good things will come 

out of [COVID-19]”. This, however, will not show until “later down the pipeline, when things start 

to recover and calm down” and people realize that there needs to be a change. “There’s a ton of 

potential for the growth of impact investing and social businesses […] and it’s going to become more 

and more mainstream and even a mandate, where larger corporations aren’t going to get away with 

completely irresponsible investment. So, I do see a positive trend, but I think we’re going to see a 

positive now and then a resurgence when things calm down around the globe”, the same participant 

explains. 
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Overall, besides the challenges outlined; the interviewees also see some opportunities related to 

the pandemic COVID-19. These relate to the increased efficiency of operations as a result to more 

virtual activities and the resulting decreased cost of air travel for due diligence processes. The 

challenges and opportunities as experienced by the interview participants are summarized in Table 

15. 

Table 15 
Challenges and Opportunities for Impact Investors Related to the COVID-19 Pandemic 

Challenges Opportunities 

Asset Owners’ Heightened Hesitation to Engage 
in Risky Investments 

Increased Use of Technology 

Difficulty to Execute Due Diligence Processes Increased Awareness of Sustainable 
Development 

 

Having presented the empirical findings related to challenges for impact investors in LATAM 

and means to address these, as well as specific challenges and opportunities arising during the course 

of the COVID-19 pandemic, these findings are now contrasted to previous literature and theoretical 

knowledge in the field of impact investing in LATAM (see also chapter 2). 

 Discussion 

The following chapter is divided into four parts. The first part (5.1.) is dedicated to reflecting on 

the key empirical findings in response to the research question. Thereby, the challenges delineated in 

section 4.1. and the means to address them from section 4.2. are discussed and contrasted to 

previously reviewed literature (see also chapter 2). Subsequently (5.2.), the theoretical assessment 

concerning the impact investing ecosystem theory is depicted focusing on Roundy’s (2019) three 

characteristics of vital impact investing ecosystems – diversity, coherence, and coordination. The 

third part (5.3) consists of practical implications derived from both the empirical findings and 

theoretical implications and presents specific practical recommendations for the impact investors in 

LATAM. These are based on propositions for how to mitigate the presented challenges, as reflected 

on by the interview participants. In the last section (5.4.) of this discussion, the insights on the effects 

of COVID-19 are discussed in their relevance to impact investors’ operations in LATAM. 

5.1. Discussion of Key Findings: How to Address the Challenges for Impact Investors in 

LATAM 

In the following section, the findings on challenges from section 4.1. are discussed with the 

means to overcome them from section 4.2. These relate to (1) local governments as hindering 
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actors, (2) a lack of communication between ecosystem actors, (3) ill-equipped investees, (4) a lack 

of utility of traditional financial instruments, and (4) cultural constraints. 

 Local Governments as Hindering Actors: Engagement of Local Governments  

The analysis has highlighted the challenge of a lack of supportive regulation in each country that 

the interviewees operate in, such as comparably high taxation. In contrast, the LAVCA-ANDE (2018) 

report suggests that governments and frameworks are not the most pressing issues as only 16 percent 

of respondents consider “regulations and policies” (p. 30) as challenging. However, the qualitative 

nature of this thesis could explore the topic with more depth and facets then asking solely for 

regulations and policies. From an ecosystem perspective, these factors present a limiting environment 

for impact investors, wherefore the need for a supportive regulatory framework for the impact 

investing industry to achieve scale across the region is necessary. This is supported by the literature, 

stating that governments have the power to facilitate the creation of ecosystems to unlock the full 

potential of impact investing in their respective countries (OECD, 2019; IMPAQTO, 2018).  

Moreover, participants who are active in seemingly more mature countries, such as Mexico, do 

not experience any less challenges compared to the ones in less mature markets, as had been suggested 

by previous literature (IMPAQTO, 2018). Instead, this thesis has highlighted that impact investors 

feel similarly constrained by the lack of supportive regulation and the overall perception of the role 

of the government is very similar among the participants, regardless of the specific Latin American 

countries they are active in. These findings suggest that there is a substantial need across the whole 

region to educate and engage the government on the benefits of impact investing and thus, spark 

potential policy changes.  

Furthermore, the analysis brings to light the local governments’ lack of strategy for private actor 

involvement in the sustainable development of countries in the region. Similarly, Leme et al. (2014) 

highlight the often “confusing and unclear role” (p. 9) of governments in LATAM.  However, the 

empirical data reveals that the challenge is even more grave than a mere “unclear role”, since many 

local governments have not yet understood the importance of establishing and maintaining a dialogue 

with impact investors to efficiently address the social needs in the region. Therefore, this constitutes 

a much deeper-rooted challenge than a current lack of supporting policies in place. As a result, the 

analysis has shown that the impact investors active in LATAM have little hope that the governments’ 

indifference towards impact investing will improve anytime soon. Consequently, this leads to the 

impact investors’ discouragement to engage the local governments and to a sentiment of hopelessness 

about being able to positively influence the regulatory developments. This, in turn, makes it more 
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difficult to induce long term policy changes, as governments need to be made aware of the benefits 

of impact investing. Compared to previous practitioner reports, the analysis has thus demonstrated 

that impact investors in LATAM are not only not supported by the government, but most of them feel 

actively restricted by it in their operations. 

The empirical data moreover revealed some success stories of positive development on 

government level with regards to country-specific initiatives, which had not been covered in previous 

practitioner reports. For instance, efforts of the Chilean economic development agency (Corporación 

de Fomento de la Producción – CORFO), which offers to co-invest with private investors in 

infrastructure and technology projects (CORFO, n.d.). Furthermore, CORFO runs two start-up 

accelerator programs, including the provision of grant funding, one for early stage female led 

enterprises and one for seed stage enterprises (CORFO, n.d.). Interestingly, one participant active in 

several countries in LATAM states that, specifically in Chile, pipeline generation is uncomplicated, 

which could be interpreted as an indication that the governmental initiatives are paying off. While 

Chile was mentioned by IMPAQTO (2018) as a frontrunner in terms of social enterprise support, this 

thesis further demonstrates the need to share initiatives like CORFO across the region specific to 

display how the government can actively engage with the private sector for sustainable development. 

Another promising initiative, which previous practitioner reports did not touch upon, are the 

NABs established in relation to the GSG. The NABs are steering committees to foster advantageous 

regulatory development, which represent the GSG in each country with one of the tasks being to 

lobby with the government, and to bring awareness of the benefits that impact investing can bring. 

According to the participants’ perception of current government initiatives, not many of the 

governments in LATAM are taking serious steps in operating this taskforce. Currently, only Mexico 

has established a NAB, with Colombia being in the process as of 2019 (GSG, 2018). The empirical 

data has thus demonstrated an opportunity in establishing and strengthening NABs across LATAM, 

which has the potential to address specific legal challenges within each country in the region. This 

important opportunity remains unmentioned in the previous practitioner reports. It is therefore crucial 

to progressively advocate the establishment of NABs and share the importance thereof in order to 

address the challenges for impact investors in LATAM. 

Overall, as shown in the analysis, impact investors face challenges related to the local 

governments on numerous levels: From governmental instability, to the lack of regulation supportive 

of impact investing practices, and the lack of a political agenda for private sector involvement in 

sustainable development. According to the participants of this research, the very first step towards 



80  
reducing the challenges for impact investors in LATAM is therefore to engage the local governments 

to increase the dialogue with political actors about progressively supportive government initiatives. 

This, in turn, could spark long-term policy change, such as tax incentives, which would facilitate the 

impact investors’ operations. 

 Lack of Communication Between Impact Investing Ecosystem Actors: Increased 

Collaboration 

The empirical data shows that there is a consensus on a lack of collaboration and communication 

among all ecosystem actors to address the challenges that impact investors are faced with in LATAM. 

This finding is supported by what has been outlined in the practitioner literature (LAVCA-ANDE, 

2018; Leme et al., 2014; Csernyik, 2019). 

 Lack of Data to Prove the Industry’s Viability 

The lack of data to prove the viability of impact investing has emerged as a critical challenge for 

impact investors in LATAM because it can lead to capital owners calling into question the legitimacy 

of the region as a viable investment opportunity. The analysis has highlighted two means for 

overcoming this challenge; (1) standardized measurement frameworks to increase the comparability 

of impact results, which, in turn, can (2) facilitate the distribution of success stories to attract 

additional capital. 

5.1.2.1.1. Standardized Measurement Frameworks for Comparability of Impact Results. Not a 

single participant considers impact measurement as a challenge to their operations. This stands in 

contrast to literature on impact measurement, which largely focuses on the difficulty in measuring 

accurately (Brest & Born, 2013; Loveridge, 2016).(Brest & Born, 2013; Loveridge, 2016). 

Furthermore, the report by LAVCA-ANDE (2018) finds that some respondents to their survey 

perceive measurement as a difficulty. The interviewees in this thesis equally raise the importance of 

using a standardized measurement framework, however, comparability of impact results remains a 

problem within the industry as the participants use a variety of different frameworks. This makes 

comparability challenging because the participants are particularly convinced of the utility of the 

specific measurement tool they use without being aware of the frameworks that their peers use. A 

lack of such impact comparability is a common concern related to impact investing (see also section 

2.1.1.4.2.). For example, the GIIN’s most recent investor survey (2020) also stated the ‘inability to 

compare impact results with peers’ as one of the top three concerns for the industry. Interestingly, the 

interview participants do not seem to be concerned about using numerous different measurement 

frameworks. When asked about comparability, some participating investors say they had not thought 
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about it in detail. This shows, even though the investors are concerned with measuring their impact, 

they focus on which tools work particularly well for them, without looking at what investors around 

them do and how they can reach a consensus to use the same or easily comparable frameworks. Based 

on these findings, this thesis argues that not the difficulty of measuring impact but the lack of 

awareness on the importance of comparability is an issue in LATAM. As participant G explains: 

“That's [something] we have to keep in mind because our mission as impact investing managers is 

to […] show traditional fund managers that this works. So, at some point, we have to sit at the table 

and have this conversation […] about the comparability of impact measurement.” 

In other words, while this lack of awareness does not directly constitute a challenge for the 

investors in the short-term, there is a need for the comparability of results to legitimize impact 

investing as a viable industry by minimizing the opportunity for impact-washing. 

5.1.2.1.2. Success Stories. A more coherent use of standardized measurement can then enable 

communicating success stories better. While the lack of data to prove the impact investing industry's 

viability was not explicitly stated as a main challenge by every participant, it was at least mentioned 

indirectly by each one. Success stories need to be told specifically for the investors to be able to raise 

capital in the long term and to attract more funds to the region, as was highlighted by the data. 

Furthermore, each investor could ultimately benefit from sharing best practices and thus learn from 

others. Coherence across the whole ecosystem could therefore be strengthened if more success stories, 

insights and expertise were shared. Similarly, given the specifically nascent stage of impact investing 

in smaller countries, the IMPAQTO report (2018) briefly highlights the need for investors’ success 

stories in small markets in LATAM because foreign investors are not inspired to invest heavily in 

getting to know these markets, and there is a lack of regional and global investor knowledge of these 

less familiar country contexts. In addition to that, this thesis highlights that the lack of communicated 

success stories appears to be a main issue, even within larger countries. The findings of this thesis 

demonstrate that more success stories are crucial across the whole region, not only to attract foreign 

capital, but also to get local capital owners on board. 

 Local Asset Owners’ Hesitation Towards Impact Investing in LATAM: Smaller 

Ticket Sizes 

One challenge experienced by the investors is the difficulty to raise capital from local asset 

owners. The analysis of the empirical data shows that this is at the same time an unrealized 

opportunity for collaboration between local family offices and impact investors in. On the one hand, 

the empirical data has revealed that getting on board local asset owners and investors would increase 
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the pool of capital for the investment managers due to the immense amounts of capital, which is 

currently untapped. On the other hand, the participants explained that engaging local family offices 

would mitigate the challenge posed by cultural constraints that participant B describes as “the moment 

that the white man comes in and says he knows best, is the moment that [impact investors] fail”. 

Instead of foreigners assuming what is important for local development, engaging more locals in the 

decision-making process will empower them to shape the development of the region. The analysis 

has highlighted besides the difficulty to raise capital internationally, there also remains the difficulty 

of raising capital from local asset owners specifically. This underlines the importance of proving the 

viability of the impact investing industry to local asset owners because even though there is capital 

concentrated in local family offices, it is often risk-averse and traditional sectors with less risk are 

preferred.  

LAVCA-ANDE (2018) noted fundraising as a general challenge for impact investing funds active 

in LATAM but did not mention any information on raising capital from local family offices, 

specifically. This thesis, in turn, has highlighted that the local capital owners have a particular interest 

in seeing their region prosper and educating them on the benefits of impact investing becomes crucial 

to overcome their skepticism regarding impact investing. Fund D provides a potential example for 

how to approach this challenge of engaging local capital owners by starting on a small scale. Even 

though “it makes no financial sense at all” (Participant D2) for the fund, convincing the local asset 

owners to invest even miniscule amounts helps to get them familiar with impact investing, and thus 

decrease the skepticism. While IMPAQTO (2018) has highlighted that high net worth families 

represent “a powerful lever for catalyzing impact investment” in LATAM (p. 52), this thesis adds 

additional insights by highlighting the opportunity to introduce small ticket sizes to gradually 

convince local capital owners of the viability of impact investing. 

 Misaligned Efforts of Impact Investing Ecosystem Actors: Increased 

Communication for Efficient Capital Allocation  

The analysis has demonstrated that the challenge of misaligned efforts of ecosystem actors exists 

in the form of isolated efforts and the difficulty for investors to close deals when grants are offered 

to the same investee. These can be addressed through regional integration, that is, creating more 

alliances across the region. To succeed in doing so, not only investors and entrepreneurs, but also 

philanthropic actors need to be involved. 

Growing together as a region is feasible because, despite some differences among Latin American 

countries, similarities in terms of language and culture were highlighted as an opportunity by the 
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participants. This thesis therefore advocates making use of the physical and cultural proximity 

between Latin American markets to generate collaborations and co-investments with peers. This 

would not only mobilize larger sums for impact investments but would also diversify risks during the 

investment process, such as lack of “boots on the ground”, as participant B referred to lacking local 

knowledge and physical presence at the location of the investee. Overall, this thesis stresses the 

necessity of working as a region. 

Besides improved cooperation between different investors across LATAM, the analysis has also 

revealed that more collaboration between impact investors and philanthropy is crucial to address the 

most pressing challenges that impact investors face in LATAM. IMPAQTO (2018) mentions the need 

for actors that are close to both entrepreneurs and investors to create a bridge (IMPAQTO, 2018), a 

role, which this thesis argues, could be taken by philanthropic actors. While LAVCA-ANDE (2018) 

highlight that “there is growing recognition globally that philanthropic capital can be a useful resource 

in impact investing” (p. 34), the analysis shows that currently, there appears to be a form of 

competition between philanthropic organizations and impact investing funds, as they often both target 

the same investee companies. Ultimately, these two ecosystem actors are working towards a common 

goal – sustainable development – which is why one would expect more collaboration between them. 

This form of cooperation presents a valuable opportunity for impact investors in LATAM to 

address two critical challenges. On the one hand, collaborating with philanthropy mitigates the risk 

of having to compete with “free money” (D1). On the other hand, increased collaboration between 

the two approaches is a means to address the challenge of capital owners’ hesitation to engage in 

impact investing, which is perceived as risky. This is because philanthropic actors often accept a 

combination of more risk, lower returns and longer payback periods, all of which can play a crucial 

role in underdeveloped countries to attract commercial capital in addition to impact investments. 

While IMPAQTO (2018) introduces the concept of patient capital as used by NGOs to support 

impactful companies, the potential to collaborate between impact investing and philanthropy through 

a combination of risk-tolerant patient capital and impact investing is unmentioned. Benefits inherent 

to receiving impact funding might surpass those of grant funding, as impact investors aim to support 

the companies in gaining long-term success and growth of the business, which might be less in focus 

when there is no need to repay a loan. 

All impact investing ecosystem players ultimately share a common goal – the company to succeed 

and thus create sustainable development in LATAM – but simply apply different approaches, as has 
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materialized throughout the interviews. Hence, in order to allocate capital efficiently, there is a need 

for education on both sides on the respective benefits of the other approach. As participant G explains: 

“You […] need the equity investors, you […] need the early stage investors - the ones that are 

willing to take more risk - you […] need the NGOs that […] could provide some grants for a 

company to run a pilot and to be able to come without suitable business model for an impact 

investor, and you need government as well in many ways. So, it has to be [a healthy] ecosystem”. 

It is thereby highlighted that all actors need to be engaged for a functioning ecosystem. 

Philanthropic actors could, for example, provide capital and education for the entrepreneurs during 

the seed or early stage until they have stable financial returns. Then, in turn, they would be eligible 

for financing provided by an impact investing fund. This thesis thus argues that it is beneficial to not 

only foster collaboration between impact investing funds among each other and with entrepreneurs, 

but to also include philanthropic actors to permit better dialogue between the two disciplines. 

 Ill-Equipped Investees: Intermediaries to Overcome the Lack of Investee Education 

While finding investees has not emerged as a challenge for impact investors in LATAM, the 

problem is rather to identify these entrepreneurs as promising investees. The analysis highlights that 

this is due to the limited ability of these mostly small and informal ventures to express their ideas into 

business plans and pitches that meet the requirements of potential investors. While Leme et al. (2014) 

do outline an apparent lack of suitable investees in the region in 2014, IMPAQTO (2018) rather 

supports this thesis’ findings as it outlines the investees' lack of skills and understanding of how to 

market themselves to attract and grow investment. As a result, while many innovative social business 

ideas are emerging across the region, many of them remain yet undiscovered or difficult to evaluate. 

Ultimately, this might explain why some perceive a disconnect between supply and demand for 

capital in the region. 

This analysis shows that accelerator programs can aid in filling the gap between supply and 

demand by providing financial literacy, familiarity with financial instruments, and business 

knowledge in general, which were all outlined as critical challenges to the investors’ impact investing 

operations in the region. This is not only due to the extensive non-financial support the investors have 

to provide in order for the investees to deliver on their financial returns, but it also results in long 

communication processes even before the investment, which could easily be mitigated with better 

education on how to effectively pitch a business model. Similarly, the IMPAQTO report (2018) states 

that there is a lack of quality technical advisors and mentors, which could take an important role in 

providing education to the investees (IMPAQTO, 2018). 
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An unexpected finding of the analysis is the lack of educational documents on impact investing 

in Spanish for both investors and entrepreneurs. Participant I emphasizes: “So much about how you 

communicate […] sits on language, [so] there's a huge barrier there”. This challenge was not brought 

up by the reviewed practitioner literature (IMPAQTO, 2018; Leme et al., 2014; LAVCA-ANDE, 

2018) but is particularly raised by the empirical findings. Accordingly, this lack of content can 

significantly influence the ecosystem’s coherence due to some actors being excluded from the access 

to documents, as they do not speak English. This lack of educational documents in Spanish is closely 

linked to the challenge of lack of investee education. To some extent, this challenge could be mitigated 

if more intermediaries focused on publishing more educational content in Spanish as Spanish content 

could easily be scaled up across the whole Hispanic region. 

It is interesting to note that several of the impact investment funds that were interviewed for this 

thesis have integrated a separate arm dedicated to acceleration, often financed by funds from a 

proprietary foundation. For example, one of the funds originated from an accelerator and incubator 

organization for social enterprises and thus already possesses a strong network of mentors and 

experts. As a result, the fund often leverages the expert network of the accelerator to provide support 

to the investee firm when they need specific help in a certain topic. Additionally, some investors 

interviewed ensure their steady pipeline through the incubator or accelerator programs related to their 

organization, as they support firms, which later meet the fund's investment criteria. 

Overall, the findings highlight that while it is not particularly challenging for investors to generate 

a pipeline, it is yet a time- and resource-consuming process. Therefore, an increased number of 

support-organizations to prepare investees is needed. This need is generally recognized in existing 

practitioner publications, however, the findings of this thesis further reveal that creating educational 

content in Spanish could be a means to achieve increased knowledge about investment processes and 

business model formulation on the investee level, which could ultimately significantly facilitate the 

impact investors’ operations in LATAM. 

 Lack of Utility of Traditional Financial Instruments: Flexibility in the Choice of 

Financial Instruments 

The analysis shows that debt is a common instrument in LATAM, whereas many investors shy 

away from equity investments due to complex regulation, lack of exit opportunities, and cultural 

implications. While equity is one of the preferred choices by impact investors in operating in other 

regions (Hand et al, 2020; IFC, 2020), the findings are partly supported by what the practitioner 

reports highlight for LATAM (Leme et al., 2014; IMPAQTO, 2018, LAVCA-ANDE, 2018). 
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However, these publications merely ascribe the difficulty of deploying equity investments to the lack 

of exit opportunities. This thesis, on the other hand, clarifies that the aversity towards equity 

investments can be rooted in cultural implications. As a result, even once there are clearer exit 

strategies, deploying equity is problematic due to the difficulty of making decisions on the board of 

directors of largely family-owned businesses, which constitute the vast majority of businesses in 

LATAM. 

While the analysis moreover suggests that there is not a lack of pipeline, some issues do arise 

when looking for suitable investment opportunities (see also section 4.1.4.1.). More specifically, 

while investors do not have issues finding suitable investees, often social enterprises approach them 

that do not match the fund's investment thesis. However, several investors mentioned that they stay 

mindful about investees that do not yet meet their investment criteria but that show enough promise 

for the future. In these specific cases, the investors allow for an exception and agree to invest as the 

entrepreneurs show high potential for growth. Therefore, the benefits for investors to stay flexible 

and adapt the financial instruments or ticket sizes is fundamental to meet both impact and financial 

targets. 

Participant E experiences a lack of awareness of innovative financial solutions among their peers. 

Revenue-based financing, for example, has been identified by several participants as a suitable 

financial instrument to use instead of equity to mitigate the risks and challenges related to equity 

investments (see also section 4.1.4.2.). Additionally, it enables investors to predetermine exit 

strategies without the need to sell their stake in the company. Revenue-based financing might 

therefore be increasingly helpful for impact investing funds in LATAM in the future. With increased 

diversity in financial instruments not only more investees can be catered to, but investors can also 

learn from each other about the benefits and shortcomings of each respective instrument and how 

they can collaborate. 

Another way is seeking to co-invest with patient capital providers, which invest with a longer 

than usual investment horizon. This can be suitable to deliver impact results, which need time to 

develop, without artificially forcing the investee firm’s productivity. When an impact-focused patient 

capital provider and an impact investor with specified return-expectation collaborate, impact can be 

achieved without forgoing financial returns. 

 Cultural Constraints: Culturally Diverse Teams and Co-Investing 

The analysis discloses that impact investors face cultural constraints operating in LATAM, 

depending on where the fund is located. For international investors, these can relate to a lack of local 
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cultural knowledge and a distrust in foreign investors. On the contrary, funds based in a Latin 

American country, can face difficulties in raising capital internationally. While many of the 

participants mitigate these challenges by operating in teams that are diverse in terms of culture and 

professional and academic experience, there are other means that are advantageous. For investors 

pursuing to enter new countries, co-investing with a local fund can provide an effective form of 

accessing the essential “boots on the ground” (participant B), that is, local knowledge and physical 

presence, which could enable them to save time and effort on due diligence processes. There was a 

consensus among the participants that impact investments in LATAM require a lot of local 

knowledge. This thesis has thus shown that it is beneficial for local funds to operate in partnership 

with international funds. As participant E explains, “local funds have the knowledge of the country 

[…] and much more sensibility to what can be successful”. This thesis therefore contributes to the 

existing literature by highlighting that foreign funds are at risk of not being able to judge what is 

important in the local communities. 

Overall, the data has revealed new challenges that had not yet been mentioned by existing 

practitioner reports, such as the impact investors’ disregard of the comparability of impact results, the 

lack of educational content in Spanish, and the competition between impact investing and 

philanthropy. This thesis has moreover provided a nuanced and in-depth understanding of challenges 

that have previously been outlined but lacked the provision of a detailed context and transparently 

outlined methodology, such as the unprepared state of most investees. Similarly, this thesis presents 

a distinct overview of means to address these challenges, such as fostering NABs, offering small 

ticket sizes to local capital owners, and remaining flexible in the choice of financial instruments. In 

the following section, the findings are related to the impact investing ecosystem theory by Roundy 

(2019) to gain an understanding of the current state of the impact investing ecosystem from a 

theoretical perspective. 

5.2. Theoretical Assessment of the Impact Investing Ecosystem in LATAM 

In the following, the key findings as outlined above are examined in relation to Roundy’s impact 

investing ecosystem theory. Thereby, a healthy impact investing ecosystem that is characterized by 

(1) diversity, (2) cohesion, and (3) coordination is the most enabling for all actors, including the 

investors (Roundy, 2019). Due to the lack of governmental support for impact investors in LATAM, 

it becomes yet more important to develop and maintain strong collaboration between the remaining 

impact investing ecosystem actors. 
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First, the analysis shows that a lack of diversity only poses a minor challenge for impact investors 

in LATAM due to two reasons. On the one hand, finding suitable investees was not stated as a main 

challenge, which shows that there is a diversified spectrum of target investees. However, it was noted 

that many funds are approached by early-stage investees, which suggests that there is a certain lack 

of diversity in terms of investee stage. On the other hand, the analysis shows that local and 

international funds are present and that most of the funds in LATAM do not operate in purely 

international or local teams, which also demonstrates a certain diversity in the ecosystem. Foreign 

funds tend to have a local office in the region and the locally headquartered funds employ foreigners, 

hence most of the teams appear to be diverse in terms of cultural backgrounds. Considering that 

operations within the ecosystem cannot be considered detached from cultural influences (see also 

section 2.1.2.), this thesis argues that there is therefore not a challenge in terms of diversity because 

the impact investors strategically rather than accidently obtain access to the different strengths that 

diverse people bring. However, the authors of this thesis argue that to create an entirely diverse impact 

investing ecosystem in LATAM, some needs remain unmet. For example, there is range for more 

diversified financial instruments. Although there appears to be no lack of diversified investment 

opportunities among the funds interviewed, as they rarely perceive finding investees as a challenge, 

there is less diversity in terms of investment theses of funds. While not inherently a challenge to the 

funds active in the region, it would ultimately be beneficial for the local impact investing ecosystem, 

if investor diversity increased and these enterprises were served, especially early-stage companies. 

After all, an enterprise that successfully develops from a seed or early stage may become a prospective 

investee for the existing funds in the future. Furthermore, a more diversified pool of investors would 

be beneficial, as investors could exchange experiences and learn from each other about e.g. the 

financial instruments used. 

Second, besides ecosystem diversity, coherence needs to be fostered simultaneously (Roundy, 

2019). The analysis has shown that the nascent stage of the industry has an influence on the coherence 

across the ecosystem in LATAM. While it can be argued that the impact investors interviewed have 

similar goals and collective values, there is not yet an aligned way to communicate these via success 

stories. Participant G summarizes that “a more cohesive ecosystem [means] to have more openness 

from investors to share lessons learned”. These lessons learned are also necessary to attract capital in 

the long-run and to exchange experiences, expertise and best practices to make investors’ operations 

more efficient. What is more, there is no uniform use of standardized measurement and reporting 

metrics across the region, which shows that there is a low degree of association between the different 
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actors in the ecosystem, and hence, a lack of coherence. This could be addressed by creating an 

aligned way of measuring impact. And, ultimately, more content in Spanish could be a way to mitigate 

the challenge related to investee education and align competencies between ecosystem actors. Across 

the impact investing ecosystem in LATAM, there are many isolated initiatives towards sustainable 

development, but without a coherent strategy. Participant F concludes that their fund “would like to 

see a more cohesive ecosystem”. This holds particularly true for the antagonism perceived between 

impact investing and philanthropy, which demonstrates the need for a more coherent ecosystem. 

Third, the analysis has highlighted that in LATAM, there is still a lack of coordination between 

ecosystem actors with challenges across the whole region, even in countries where impact investing 

is more prevalent, such as in Mexico. There is a consensus among the interview participants that there 

is a lack of impact investing ecosystem coordination because ecosystem actors are not “coming 

together to create a strong ecosystem” (participant G). Moreover, the outlined competition between 

philanthropic actors and impact investors impedes the efficient allocation of investment opportunities, 

which demonstrates that there is no uniform way of working together to organize, connect, and draw 

resources to the ecosystem. Instead, the impact investing ecosystem actors are largely operating in 

isolation. As both forms impact investing and philanthropy are relevant depending on the investee's 

business stage, there needs to be better communication between them to identify common goals. This, 

the authors of this thesis argue, could be fostered at regional conferences, such as the FLII, which is 

a networking event aimed at strengthening and growing the ecosystem in LATAM (Reynolds, 2019) 

to create a healthier ecosystem by encouraging interconnected efforts between and ties to other actors. 

Better coordination could be fostered by sharing insights to accelerate the learning process (Audette 

et al., 2019). 

Overall, it emerges that the impact investing ecosystem in LATAM is of rather weak nature, 

which inherently relates to the challenges that impact investors experience in the region. Based on 

the impact investing ecosystem approach (see also section 2.1.2.), (1) the partially fulfilled diversity 

characteristic, (2) a mostly incoherent ecosystem, and (3) a widespread lack of coordination among 

impact investing ecosystem actors can be observed for the Latin American impact investing 

ecosystem. A healthy ecosystem is not only important to encourage increased impact investing 

activities, but also to spark a long-term policy change. Participant I explains that “the ecosystem is 

[still] nascent […], so I don't think we warrant a whole change in public policy yet”. This indicates 

that once the ecosystem becomes stronger through increased diversity, coherence and cooperation, 

the easier it will be to engage the local governments. In order to arrive at such a healthy impact 
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investing ecosystem, impact investors can take steps themselves. The following section presents 

practical recommendations for impact investors regarding means to overcome the raised challenges. 

5.3. Practical Implications for Impact Investors in LATAM 

From the previous discussion, recommendations for impact fund managers operating in LATAM 

are derived. This section offers practical guidance on how to overcome the challenges that impact 

investors are currently faced with in LATAM. These recommendations are: (1) Engage local 

governments through NABs, (2) share insights, attend conferences and cultivate networks, (3) co-

invest with other funds across the region, (4) involve local capital owners with small ticket sizes, (5) 

collaborate with intermediaries, and (6) be flexible in the choice of financial instruments. 

 Engage Local Governments Through NABs 

While details on most urgent needs vary depending on the country, this thesis gives an overview 

of the regional challenges that are influenced by governments and regulation (see also section 4.1.1.). 

The strong need for supportive regulation and policies has been highlighted in the analysis and the 

authors of this thesis consider NABs as catalyzers for engaging local governments. To achieve this, 

investors are advised to remain focused on the long-term perspective despite previous 

disappointments. Impact investors in LATAM are therefore recommended to closely observe how 

NABs develop in countries they invest in as well as actively encourage their activities to cope with 

political constraints. Other positive examples of public initiatives within the region, such as from 

Chile, serve as a guiding principle for other countries in the region. Due to the current indifference of 

most governments in the region towards impact investing, several suggestions on specific policies to 

support the impact investment industry in their respective countries need to be addressed through 

government lobbying. Besides tax benefits, impact investors are urged to engage with governments 

to create a regulatory framework that incentivizes, facilitates and promotes impact investment. 

Furthermore, given the current difficulties to engage with the government, impact investors in 

LATAM need to work together to achieve common goals. While investors may lack scale to have an 

influence on the local government individually, they could achieve more in collaborated efforts. 

 Share Insights, Attend Conferences, Cultivate Networks 

Successful collaboration starts with something as simple as publicly sharing success stories about 

the investments of the funds. This is crucial considering that existing data about successful impact 

investing funds in LATAM is still rare. Therefore, the authors recommend that impact investors and 

intermediaries develop case studies to illustrate the financial viability of impact investing to more 
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traditional investors and thus, guarantee the availability of capital along the whole risk-return 

spectrum of both local and international capital owners. However, for these success stories to have 

value, they not only need to clearly specify financial indicators but also elaborate on the impact 

achieved. Thus, achieving coherence in terms of measurement is fundamental to be able to 

communicate success stories. Impact investors therefore not only need to choose any standardized 

measurement frameworks, but they need to seek the dialogue with other impact funds to find a 

comparable measurement solution to not deviate far from the choices of other funds. 

To facilitate these processes, communication between funds needs new or strengthened channels. 

Better dialogue between actors in the ecosystem and collective efforts are essential to build up the 

optimism that is currently missing among some of the investors. Attending regional conferences, such 

as the FLII, is therefore fundamental to exchange experiences to learn from each other and create 

coherence across the impact investing industry. Sharing data about the impact investing industry with 

more traditional investors could moreover help to attract investments from new entrants. Furthermore, 

coherence and coordination should be fostered through virtual webinars open to both investors and 

investees. These could be held by intermediaries and educate the participants on, for instance, 

innovative financial instruments, such as revenue-based financing. It would thus connect those with 

experience and those who are interested in learning more about the instrument. 

 Co-Invest Actors Across the Region 

Both local and international funds can benefit from conducting more co-investments to enter new 

neighboring markets. For example, the authors of this thesis recommend locally focused funds to 

engage in co-investing with larger, international funds for their benefit, whereas international funds 

can gain local knowledge and trusted networks through co-investing with local funds. Accordingly, 

impact investors must encourage investors from outside the region to put down capital despite the 

challenging institutional environment that characterizes LATAM as a region. Generally, 

collaboration between funds with different investment theses or patient capital provision needs to be 

fostered to help overcome limitations related to risk and return expectations. 

Thus, through active communication between investors in the region, more co-investing deals 

could be encouraged to not only mobilize more capital for the investees but provide the investors with 

more viable investment opportunities. This could be done through better network systems to get to 

know other funds in other countries to connect and exchange pipeline opportunities. 
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 Involve Local Capital Owners with Small Ticket Sizes 

For the impact investment industry to keep growing at the current rate, it is not only essential to 

create awareness and knowledge about impact investing among traditional investors, but also to 

involve local family offices and educate capital owners in the region on the benefits of impact 

investing. Therefore, to engage these capital owners, designing a clear communication strategy is 

crucial. To access the significant amount of capital that is currently untapped, the authors of this thesis 

urge impact investors in LATAM to incentivize family offices to invest in impact investing funds 

with small ticket sizes to start collaborations with long-term potential. Despite not making sense 

financially for the investment in the short-term, it is a way to prove to the local skeptics that impact 

investing can hit financial targets and is, on top of that, aligned with their invested interest in the 

region. Thus, initiatives like these have the potential to benefit both the fund, as well as the whole 

industry, in the long run. 

 Collaborate with Intermediaries 

Building and maintaining strong networks is fundamental to coordinate better between different 

ecosystem actors and ultimately, overcome the challenges that impact investors in LATAM are faced 

with. In order to maintain a vibrant network, impact investors are recommended to work with 

intermediaries as they have the capacity to link different ecosystem actors and thus create a more 

coherent ecosystem. Impact investors are furthermore urged to seek an open communication, 

especially with philanthropic actors, to collaborate. 

While some funds work with an affiliated service provider or foundation, those who do not, can 

obtain benefits form maintaining close collaboration with external organizations. As outlined, strong 

intermediaries can play a crucial role for the availability of a pipeline of potential investees in the 

long term, thus encouraging them and utilizing their services is recommended to funds. 

 Be Flexible in the Choice of Financial Instruments and Embrace Innovative Solutions 

Impact investors in LATAM are moreover advised to remain flexible in the choice of their 

financial instruments to not overlook potentially promising investment opportunities. Instead of 

strictly focusing on a set of rigid investment criteria, impact investors are advised to serve investees 

that do not meet the funds criteria yet but show a potential for growth along with the potential for 

high social or environmental impact. The authors moreover encourage impact investors to stay open-

minded to alternatives to traditional financial instruments. Revenue-based financing is a particularly 

suitable instrument instead of equity investment as thereby impact investors avoid the need for a 

planned exit and face less risk for cultural implications. Corresponding education on the specifics of 
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more flexible structures and time horizons could be sought through industry events where investors 

who apply these types of instruments can communicate their experiences. 

Having outlined the general recommendations for impact investors in LATAM, the following 

section is a reflection on the challenges and opportunities resulting from COVID-19. 

5.4. Reflections on The Challenges and Opportunities Resulting From the Pandemic 

COVID-19 

The current COVID-19 crisis presents challenges for all firms, but impact firms may be 

particularly constrained due to their nature of having to remain financially viable while also delivering 

on their commitment to social impact (Gendreau & McLendon, 2020). Yet, interestingly, although 

the interviewed fund managers are experiencing difficulties in their operations due to COVID-19, 

there remains a general optimistic sentiment. Besides the issues and worries outlined in the analysis, 

most of the investors remain assured and even see potential opportunities arising from this pandemic. 

The negative consequences for impact investors as a result of the COVID-19 crisis are likely to 

change and evolve rapidly as the pandemic and the reaction to it constantly progress. Therefore, the 

following is merely a brief reflection on challenges and opportunities perceived by the investors. 

Nevertheless, some practical implications as to how investors should approach the effects of the 

present crisis can be derived. 

For instance, the interviews have shown that the pandemic has not created entirely new 

challenges, but instead, the ones that existed before, have been intensified. Due to the critical financial 

and non-financial needs of impact companies, the ecosystem around entrepreneurs has progressively 

gained importance during the COVID-19 crisis. For example, the risk aversity of asset owners, issues 

related to elaborate due diligence processes, and the significance of non-financial support to investees, 

have intensified. The crisis is thereby emphasizing the value of and need for personal and professional 

networks among investees and investors. The consequent urgency for improved regional 

collaboration is two-fold: it is essential to ensure the continuous availability of capital, and to source 

new deals, which becomes more difficult due to travel restrictions. To overcome these two challenges, 

investors can share due diligence information about investees deemed unsuitable for their specific 

mandate but who may be of interest to other investors in their networks. Boots on the ground and 

collaborating with local organizations becomes even more important during the current crisis in order 

to verify the potential and suitability of a prospective investee without conducting on-site visits, either 

through co-investing opportunities or through collaboration with intermediaries, such as local NGOs. 
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Applying Roundy’s theory of a healthy impact investing ecosystem, with the emergence of 

COVID-19, the need for diversity, coherence and coordination within the ecosystem is more 

important than ever. Diversity among investors needs to be fostered to be able to address the 

intensified investee needs; coherence across the ecosystem is essential to scale up solutions quickly 

across the region; and coordination among ecosystem actors is crucial to organize regional efforts 

among various ecosystem actors efficiently. While most of the challenges to both investors and 

investees already existed before the crisis hit, the pandemic has pushed the need to act immediately 

to promote a healthy ecosystem, especially in terms of coordination as there is increased pressure to 

introduce virtual deal scanning, webinars, and virtual workshops. COVID-19 has thus incited for 

innovative solutions simply because the industry had to adapt to the current crisis. Accordingly, 

interviewed investors mention more virtual exchanges to deal with the crisis, such as video calls 

instead of on-site visits during the vetting process. Furthermore, virtual webinars have already been 

implemented by some of the interviewed service providers. This highlights the opportunity to broaden 

investors’ and intermediaries’ reach across the region by conducting more tasks virtually. 

To deal with the crisis, the authors of this thesis recommend increased coordination among 

ecosystem actors, which presents the increased opportunity for sharing pipeline across the region to 

guarantee deal flow and provide the investees’ increased need for support throughout and after the 

crisis. This is in line with the GIIN’s 2020 Annual Impact Investor Survey (Hand et al., 2020), which 

was published during the emergence of the COVID-19 crisis and includes specific advice for 

investors in how to deal with the crisis. Their findings moreover suggest to mitigate the likeliness of 

investee defaults in terms of both financial and impact targets by renegotiating loan terms with a more 

patient horizon to ensure that investee companies will meet their existing debt obligations and realize 

their performance expectations over the longer term (Hand et al., 2020), which corresponds to this 

thesis’ recommendation for offering patient capital. In addition to the GIIN’s findings, however, this 

thesis highlights the value of innovative financial instruments in the LATAM context even before the 

crisis due to its flexibility. The current pandemic further underlines the advantages of such 

instruments in uncertain times, such as revenue-based financing, as it introduces some form of 

flexibility into repayment schedules and therefore, permits more long-term repayment periods for 

companies. This, in turn, results in the investee companies being more likely to meet their debt 

obligations. 

These recommendations can serve as examples for impact investors in LATAM. The crisis has 

thus further amplified the urgent need for impact investing to address extensive socio-economic issues 
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as it has exposed the fragility of economic and social systems and highlighted social inequalities that 

have existed for a long time. The CEO of the GIIN concurs: “I am convinced that our moment of 

unprecedented crisis is also an unprecedented opportunity” (Hand et al., 2020). 

In conclusion, the COVID-19 pandemic has accelerated some positive developments, such as 

digitalization and networking within the industry. However, it has also exacerbated the most 

prevailing challenges for impact investors in LATAM. Hence, the practical recommendations 

outlined in section 5.3. are increasingly urgent to put into practice in order to guarantee the long-term 

success of impact investing. 

 Conclusion 

Despite the recent growth of the impact investing industry in LATAM, it is still in a comparably 

nascent stage, which is why the challenges to impact investors in LATAM remain largely unexplored 

in academia. Thus, the primary purpose of this thesis was to answer the research question: “What 

challenges are presented by the local impact investing ecosystem for impact investors in Latin 

America and how can they be addressed?” based on academic principles with a transparent 

methodology. This was achieved through applying an inductive qualitative research approach. 

Furthermore, by utilizing a Grounded Theory research strategy and technique of analyzing primary 

data collected through 11 expert interviews, an in-depth understanding of the participants’ 

perspectives and experiences was obtained. 

From the analysis of the empirical findings it becomes evident that the main challenges that 

impact investors face in LATAM relate to the local governments and regulation as well as the lack of 

collaboration between the different ecosystem actors. More specifically, five major findings can be 

depicted.  

Firstly, while local governments constitute a principal challenge to impact investors in LATAM, 

this research revealed that this challenge not only refers to a lack of supportive regulation, but to more 

deeply rooted problems, such as a lack of agenda for private sector involvement in the sustainable 

development of the respective countries. This can be addressed by engaging local governments 

through public-private initiatives. 

The second challenge identified refers to the lack of information on the viability of impact 

investing in LATAM as it leads to skepticism of both local and international asset owners, which 

highlights the need for success stories to be shared. In relation to this, the analysis has shown that not 

being aware of the need to align the frameworks they use to measure impact results fuels this 

challenge. However, the empirical data revealed an opportunity to overcome the difficulty of 
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attracting local capital. While not profitable in the short-term, offering small ticket sizes to local 

capital owners presents a critical opportunity to demonstrate the value of impact investing and for the 

industry to gain in size in LATAM. Furthermore, the analysis has provided evidence that the impact 

investors in LATAM experience constraints rooted in the antagonism between impact investing and 

philanthropy. Therefore, collaboration instead of competition between the two disciplines of impact 

investing and philanthropy is proposed. 

Thirdly, ill-equipped investees pose a challenge to the due diligence processes of investors. A 

lack of available educational content in Spanish on creating, financing, and managing impactful 

enterprises adds to this challenge. Simultaneously, it presents a lost opportunity to impact investors, 

as it could be an uncomplicated means to provide crucial information about the investment process 

to investees so that investors could concentrate more time and resources on investment activities other 

than providing general business knowledge. Moreover, involving intermediaries to assist in providing 

investee education is beneficial. 

The fourth challenge highlighted in this thesis refers to the difficulty of deploying equity 

investments in LATAM due to cultural and regulatory constraints as well as difficulties in sticking to 

a strict set of investment criteria due to varying investee needs for financing. The need for more 

impact investors to look towards innovative financial solutions, such as revenue-based financing, is 

revealed to address this. 

Fifth, this thesis has outlined cultural challenges that go along with foreign impact investors 

entering LATAM without local connections, potentially resulting in distrust. On the contrary, local 

impact investing funds might face difficulties in gaining the trust of international asset owners. 

Therefore, co-investing for international funds is crucial to overcome these challenges. 

Overall, this thesis has shown that the impact investing ecosystem in LATAM presents numerous 

challenges that are ultimately related to a lack of coherence and coordination within the ecosystem. 

For building the path towards a healthier ecosystem, this thesis presents a general set of practical 

recommendations for impact investors in LATAM, which are intended to act as a tool for 

practitioners. These practical implications can be summarized as (1) engaging local governments, (2) 

cultivating networks, sharing insights and attending conferences, (3) co-investing, (4) involving local 

capital owners with flexible approaches and (5) collaborating with intermediaries, and (6) being 

flexible in the choice of financial instruments. 

Conclusively, this thesis is one of a few academic studies seeking to understand the novel practice 

of impact investing with the geographical focus on LATAM and the first one to employ an impact 
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investing ecosystem perspective to understand the challenges and opportunities for impact investors 

in the region. Furthermore, it critically contrasted the findings from the primary data analysis to what 

other less comprehensive practitioner reports outline about the topic. Thereby, this study contributes 

to the academic field of impact investing by addressing the present shortcoming of existing research 

on challenges for impact investors in LATAM and how they relate to the wider impact investing 

ecosystem in the region. Additionally, it contributes to practice by providing actionable implications 

for impact investors in LATAM, in order to address the most prevailing challenges that impact 

investors face. 

 Limitations and Recommendations for Future Research 

This thesis has responded to the underlying research question, addressing the identified research 

gap of existing academic literature in the field of impact investing, namely the lack of understanding 

on the challenges that impact investors face in the LATAM context, embedded in the impact investing 

ecosystem perspective. Furthermore, this thesis provided practical means to mitigate these challenges, 

by deriving practical implications for impact investors in LATAM. Yet, despite taking several 

methodological measures to produce a reliable and verifiable analysis of the topic, this thesis remains 

subject to some limitations, particularly due to the scope of it. Therefore, to address the following 

limitations, specific aspects for future research on impact investing in LATAM are suggested. 

Firstly, the scope of this thesis is influenced by the limited time frame of the investigation. The 

primary data was collected between June and July 2020, thus, is considered cross-sectional to 

represent one moment in time, as opposed to a longitudinal study. However, the latter was not feasible 

due to time constraints, which is why conclusions on the development of the challenges cannot be 

drawn. Thus, it would be interesting to conduct another study over a longer period of time to further 

expand the scope of the insights outlined in this thesis. For example, designing a study over a longer 

time could reveal additional recommendations to practitioners for how to approach local capital 

owners with small ticket sizes to prove the benefits of impact investing and overcome their 

hesitations. It would therefore be compelling to design a study in a few years that investigates whether 

the local capital owners’ perception about impact investing has changed. 

Secondly, throughout the analysis, additional interesting research areas emerged within the field 

of impact investing, which could be investigated in more longitudinal research. For example, as of 

the time of the research, there is still a lack of impact investing success stories in LATAM due to only 

few exits in the region. Thus, currently, there is a lack of research on the long-term benefits of impact 

investing regarding solving social problems, which could represent another interesting research focus 
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for future studies. This is particularly important, since for traditional investment funds to move 

towards impact investing, success stories are crucial. Therefore, conducting case studies over an 

extended period to analyze what determines successful investments is a further opportunity for future 

research. 

A third recommendation for future studies regards the general lack of academic studies on the 

field. As impact investing is a relatively nascent field of research, and even more so with a focus on 

LATAM, most of the literature used specific to the region was not academic but grey literature, for 

the most parts practitioner reports. Due to the novelty of the concept, definitions of impact investing 

still vary, which is why it is challenging to compare the findings of this thesis with existing data on 

the topic. The approach of impact investing ecosystems is moreover nascent in academia, so there is 

a need for further academic research on this theory and on how it poses challenges and how these 

ecosystems can be fostered. More specifically, more academic research on the details of the 

underlying logics of ecosystem actor behavior as well as the determination of the key drivers for 

successful collaboration are needed. 

Fourth, this thesis is focused on impact investors who are already active in LATAM. Therefore, 

analyzing the barriers that exist for investors from entering the impact investing industry in the region 

in the first place, could uncover additional challenges for the industry. 

Lastly, while the analysis of the role of government has focused on exploring how overall 

influences and barriers are experienced by investors across the region, a more comprehensive analysis 

of specific countries could provide more detailed insights into what is needed for each country to 

advance, e.g. research around political and economic issues, the effect they have on the impact 

investing industry, and how they could be mitigated. Yet, this thesis was able to provide a broad 

picture as a base for future, more specific research. For example, a revealed positive example, such 

as Chile, could be analyzed in detail in terms of its success factors. These could then serve as a model 

strategy for other countries by analyzing the regulatory system and which specific policies are 

favorable/supportive to address the challenges that impact investors are faced with. 
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Appendices 

Appendix A: Interview Guides 

Overall goals: 

- Explore and challenges and opportunities on a given topic without leading the interviewee towards a 
specific direction  

- Mostly ask open-ended questions to gain comprehensive and in-depth information about the 
interviewee’s personal experiences and perspectives 

- Clarifying questions throughout the interview to confirm the correct understanding and interpretation 
of replies 

- Order of questions after the first three blocks and type of probing follow-up question can vary 
depending on interviewee’s responses 
 

Appendix A1: Interview Guide Impact Investors 

Thematic block Questions 

1. Introduction  

Goal: briefing  

 

▪ Thank you for your willingness to participate in 
our interview 

▪ Briefly introduce us: Copenhagen Business 
School / Business and Development Studies 
students 

▪ Explain the objective of our research: 
investigation of the challenges and opportunities 
for impact investors in LATAM  

▪ Ask for permission to record the interview 

2. General 

Goal: To gain general information 
about the person and organization; 
to verify that they fulfill the 
inclusion criteria and are not 
subject to exclusion criteria 

▪ Could you explain in a few words the core 
activities of your organization? 

▪ How would you define impact investing? 

 

3. Challenges & Opportunities 

Goal: Exploratory investigation of 
what they consider challenges and 
opportunities without leading in a 
specific direction 

▪ How do you think impact investing differs in LA 
from impact investing in other regions, 
specifically from more developed regions? 

▪ What do you consider the three biggest challenges 
to impact investing in LATAM? 

4. Investee Relationship 

Goal: To uncover challenges and 
opportunities regarding the 
relationship between investor and 
investee and intermediary 
activities 

▪ It seems that you mainly invest in [name of the 
industries the interviewee´s fund primarily invests 
in]. How do you find suitable investees/projects? 
Probing Questions: 

o Do you ever find it difficult to find 
suitable projects? 
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o Do you cooperate with local 

intermediaries when looking for 
investees? Why?  

▪ What do you consider as important in investor-
investee relationships in (Latin America?) 
Probing Question: 

o What other non-financial support do you 
provide during the investment period? 

5. Investment Size 

Goal: To uncover challenges 
related to ticket sizes 

▪ How large are the investments your fund makes 
on average? 

▪ Why do you choose this investment size?  
▪ Would smaller or bigger amounts be in higher 

demand? 
6. Measurement 

Goal: To determine whether 
measurement frameworks pose 
challenges or opportunities 

▪ How do you measure impact?  

▪ Do you find global standardized measurement 
frameworks (e.g. IRIS, GIIRS) useful in the Latin 
American context? 

Probing Question: 

o Should these be adapted to the Latin 
American context? 

7. Regulatory Barriers 

Goal: to analyze regulations 
supportive or restrictive of impact 
investing  

▪ In your opinion, what role does the local 
government currently play for impact investing in 
Latin America? 

▪ Have you been in any situations where 
government regulations were either supporting or 
constraining your impact investing activities?  

8. International vs. Local 

Investors 

Goal: To uncover cultural 
implications and gain insight into 
possibly different perspectives and 
experiences  

▪ What is the role of both international and local 
impact investing funds in Latin America? 

▪ What do you think are the advantages and 
disadvantages of local and international 
investors? 

Probing Question: 

o Do you think local funds understand the 
local needs better? 

9. Closing 

Goal: to investigate additional 
thoughts, gain access to further 
interviewees 

▪ What do you think is needed to advance the 
impact investing industry in LATAM? 

▪ Do you have any additional information and 
thoughts you would like to share with us? 

▪ Reaffirm anonymity 

▪ Should results be shared before hand-in? 

▪ Thank you for participating!   
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Appendix A2: Interview Guide Intermediaries 

Thematic block Questions 
1. Introduction  

Goal: briefing  
 

▪ Thank you for your willingness to participate in 
our interview 

▪ Briefly introduce us: Copenhagen Business 
School / Business and Development Studies 
students 

▪ Explain the objective of our research: 
investigation of the challenges and opportunities 
for impact investors in LATAM  

▪ Ask for permission to record the interview 

2. General 

Goal: To gain general information 
about the person and organization; 
to gain understanding of their 
comprehension of impact investing 
concept 

▪ I have read about your organization of course. 
Could you, nevertheless, explain in a few words 
the core activities of your organization? 

▪ How would you define impact investing? 

 

3. Challenges & Opportunities 

Goal: Exploratory investigation of 
what they consider challenges and 
opportunities without leading in a 
specific direction 

▪ How do you think impact investing differs in LA 
from II in other regions, specifically from more 
developed regions? 

▪ What do you consider the three biggest challenges 
to impact investing in LATAM? 

4. Investee Relationship 

Goal: To uncover challenges and 
opportunities regarding the 
relationship between investor and 
investee 

▪ What kind of impact investors do you cooperate 
with? e.g. local/international, type of investments 

Probing Question: 

o How do you cooperate with them? 

▪ What do you consider as important in investor-
investee relationships in (Latin America?) 

▪ In your opinion, what type of non-financial 
support do local social entrepreneurs need? 

5. Investment Size 

Goal: To uncover challenges 
related to ticket sizes 

▪ Is there a preferred investment size by investors? 

Probing Question: 

o Would smaller or bigger amounts be in 
higher demand? 

6. Measurement 

Goal: To determine whether 
measurement frameworks pose 
challenges or opportunities 

▪ How do you think impact should be measured? 

o Is advice on impact measurement 
something your organization offers? 

▪ Do you find global standardized measurement 
frameworks (e.g. IRIS, GIIRS) useful in the Latin 
American context? 
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Probing Question: 

o Should these be adapted to the Latin 
American context? 

7. Regulatory Barriers 

Goal: to analyze regulations 
supportive or restrictive of impact 
investing  

▪ In your opinion, what role does the local 
government currently play for impact investing in 
Latin America? 

▪ Can you name specific examples where 
regulations are either supporting or constraining 
the impact investing industry? 

8. International vs. Local 

Investors 

Goal: To uncover cultural 
implications and gain insight into 
possibly different perspectives and 
experiences  

▪ What is the role of both international and local 
impact investing funds in Latin America? 

▪ What do you think are the advantages and 
disadvantages of local and international 
investors? 

Probing Question: 

o Do you think local funds understand the 
local needs better? 

9. Closing 

Goal: to debrief, investigate 
additional thoughts, gain access to 
further interviewees 

▪ What do you think is needed to advance the 
impact investing industry in LATAM? 

▪ Do you have any additional information and 
thoughts you would like to share with us? 

▪ Reaffirm anonymity 

▪ Should results be shared before hand-in? 

▪ Thank you for participating! 
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Lack of Communication Between 

Ecosystem Actors

Local Governments as Hindering 

Actors

Lack of Data to Prove the Viability of 

Impact Investing in LATAM

Local Asset Owners’ Hesitation Towards 

Impact Investing in LATAM

Lack of Comparability of Impact Results

Branding to Mobilize Resources

Lack of Local Capital 

Capital Concentrated in Family Offices

Lack of Local Investment Products

Risk Aversity of Local Capital Owners

Lack of Best Practices

Misaligned Efforts of Impact Investing 

Ecosystem Actors

Lack of Political Agenda for Private Actor 

Involvement in Sustainable Development 

Isolated Efforts 

Difficulty to Close Deals When Grants are Offered

Lack of Communication Between Impact Investing and Philanthropy

Political Instability

Lack of Regulation Supportive of Impact 

Investing

Varying Formal Institutions Across LATAM 

Many Small Markets in LATAM

Country-Specifics 

Too Many Different Measurement Frameworks

Governmental Inconsistency

Corruption

Complicated Investment Regulation

Lack of ´Tax Incentives

Lack of Understanding of Hybrid Financial System

Appendix B: Code Hierarchies 
Appendix B1: Code Hierarchy Challenges (1/2)

Initial Codes Focused Codes Conceptual Categories



Cultural Constraints 

Ill-Equipped Investees

Lack of Utility of Traditional 

Financial Instruments 

The Difficulty to Attract Foreign capital 

With an Exclusively Local Team

Foreign Investors’ Lack of Local 
Knowledge 

Lack of International Experience

Lack of Renowned Universities 

Transaction Costs

Cultural Clashes/Barriers

Ethnic Tensions

Locals’ Distrust of Foreign Investors

Cultural Difference Hindering the Investment Process

Prejudice Towards Foreign Funds

Imperialism

Difficult to Deploy Equity Investments in 

LATAM

Mismatch of Supply and Demand of Capital

Not Compatible With Family-Owned Companies

Lack of Knowledge About Innovative Financial Instruments

Revenue-Based Financing

Lack of Options for Early-Stage Companies

Lack of Available Educational Content in 

Spanish

Lack of Investee Education on Business 

Practices

Lack of Technical Knowledge 

Lack of Knowledge of Financial Instruments 

Long Communication Cycles

Few People in LATAM Speak High-Level English

Only Academic Spanish Content

Appendix B1: Code Hierarchy Challenges (2/2)

Initial Codes Focused Codes Conceptual Categories



Collaboration Between Different 

Impact Investing Ecosystem Actors

Supportive Government Initiatives

Intermediaries to Support Investees

Between Impact Investors and Philanthropic 

Capital

Co-Investing

Share Success Stories

Access Local Capital 

Boots on the Ground

Networks 

Dedicate to Different Business Stages 

Investees Better Growth Prospects With Impact Investing

Regional Integration 

Conferences 

Local Partners

Communication Across Borders 

Engaged Local Government 

Tax Incentives 

Technical Assistance

Growth Support

Accelerator Programs 

Collaborate on Pipeline

NABS

Chile/CORFO

Anti-Corruption Policies

Tax Incentives 

Co-Working Spaces

Appendix B: Code Hierarchies 
Appendix B2: Means to Address the Challenges (1/2)

Initial Codes Focused Codes Conceptual Categories

Between Investor and Investee: Non-

Financial Support

Cooperation Among Impact Investors in 

LATAM

Investee Assistance



Innovative Financial Solutions 

The Advantage of Culturally Diverse 

Teams

Gain Trust of Both Local and International 

Partners

Co-Investing 

Easier to Communicate With Local Investees

Local Knowledge

Boots on the Ground

Insights and Experience From Other Countries

Gain Trust of Both Local and International Partners

Advantage of Foreigners

Increased Flexibility 

Advantage of Locals 

Exit Through Repurchase of Shares

Less Interference With Company’s Management Structure

With Ticket Sizes

With Financial Instruments

Patient Capital

Subordinated Debt and Revenue-Based 

Financing

Attractive Risk/Return Spectrum

To Avoid Difficulties With Equity

Not Taking Control of Family-Owned Business

No Need for Investees’ Tangible Assets

Longer Investment Horizons

Appendix B2: Means to Address the Challenges (2/2)

Initial Codes Focused Codes Conceptual Categories


