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Donghyun Park and Shu Tian, Asian Development Bank

The coronavirus disease (Covid-19) pandemic that swept the globe in 2020,
and remains a serious threat in 2021, exacerbated a huge financing gap in
the developing world as funds were urgently needed to help economies,
communities, and people weather the pandemic and build back better. This,
in turn, created an opportunity for social bonds to bridge the financing
gap and address underlying social issues such as poverty and inequality.2

With social bond issuance setting new records in 2020 and

should issuers in developing Asia focus on? How should

the first half of 2021, both globally and in Asia, these

developing Asian economies prioritise these areas? And

developments give rise to urgent questions (Exhibit 1):

finally, should issuers and policy makers first address

Does social bond financing actually address the social

low-hanging fruit or instead focus on complex and

challenges that Asians face? Which social impact areas

challenging problems?
The answers to these questions will help issuers and policy
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makers understand how to optimise the use of social
bonds to address relevant (and sometimes urgent) social
issues in developing Asia, and how to maximise their social
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and socioeconomic crisis alleviation (Exhibit 2).
In Asia, social bond issuance has typically focused on
socioeconomic areas such as small and medium-sized
enterprise (SME) finance and transport access,
representing 37% and 21%, respectively, of allocated social
bond issuance from 2017 to 2020.
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Annual per capita health expenditure
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in selected economies in
developing Asia in 2016
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Note: H1 = first half, ICMA = International Capital Market
Association, SBP = Social Bond Principles, SME = small
and medium-sized enterprise, US$ = United States dollar.
Sources: Authors’ calculations based on review of
Bloomberg data, issuer social bond frameworks,
and reviewer second opinions.

Social bonds in response to Covid-19
impacts in developing Asia
Socioeconomic crisis alleviation

the region’s population ages. These investments will be
necessary to both alleviate the impact of the Covid-19 crisis
and to improve health-care services to prevent or mitigate
such crises in the future.
At the same time, a number of hard-hit economies in
developing Asia are already facing high and potentially
unsustainable budget deficits that could crowd out needed
social spending. The combination of rising expenditures to
combat Covid-19’s impacts and increasingly unmanageable
government budget deficits makes a compelling case for
the greater use of social bonds. By raising money from
private investors to directly address social needs, social
bonds can direct capital to the provision of health-care
services for vulnerable and underserved populations.

A top priority area for social bond financing is a resilient and

Food, water and sanitation

equitable healthcare system. The pandemic has exposed the

One reason why Covid-19 and other diseases spread in

weaknesses, inequities, and shortages associated with

developing economies is that billions of people lack

healthcare in many developing economies. As Exhibit 3

adequate clean water for washing and sanitation. Frequent

indicates, healthcare spending per capita in much of

handwashing is one of the most basic and effective ways

developing Asia is low, and most health indicators lagged

for containing diseases generally, but underinvestment in

those of wealthier economies even before the pandemic.

water infrastructure has left many communities vulnerable.

The Covid-19 pandemic has highlighted the need for

Covid-19 has also exposed weaknesses in global food

increased investment in public health services and medical

systems by straining supplies, disrupting food chains, and

equipment, which will continue to be sizable, especially as

increasing food insecurity for millions of people. Exhibit 4
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Prevalence of food insecurity
by Asian subregion in 2018

Exhibit 4

India and 40%–50% of economic output in upper-middleand high-income economies like Malaysia and Singapore,
respectively (Exhibit 6).
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Source: FAO.
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highlights the prevalence of food insecurity in Asia and
Pacific subregions even before the pandemic. According to
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particularly a lack of access to finance (Exhibit 5).
Excluding the region’s high-income economies, nearly all
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Providing support to SMEs to overcome the economic
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shock of the pandemic and associated lockdowns is a
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socioeconomic necessity with potentially large multiplier
effects. SMEs account for more than 96% of all businesses
in Asia and the Pacific, and more than two-thirds of the
private sector workforce. They contribute 17% of gross
domestic product in some low-income economies such as
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Small and medium-sized
Exhibit 5
enterprise funding gap in
selected Asian economies in 2020

Small and medium-sized
enterprise employment share
in selected Asian economies
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reduce conflict, and save lives. The pandemic has made a
difficult situation worse, as girls who were forced out of

Source: Asian Development Bank Institute.

school by the pandemic are much less likely than boys to
return to their studies.

investor concern is mounting about “greenwashing” and

Social bonds can also help advance gender equity. The

“social-washing,” which is when issuers claim that the

pandemic has had a dramatically gender-differentiated

funds will be used for worthy environmental or social

impact throughout Asia and the Pacific. Social bonds could

causes but the money ends up elsewhere.4 The market

be used to reduce gender inequity and empower women by

lacks a commonly acknowledged set of practices to

improving working conditions for female employees,

disclose information and define social impact

decreasing the digital divide between men and women, and

measurement, which adds to such concerns.

providing capital for underfunded women-owned SMEs.

Experimentation and innovation have been ongoing as
market participants respond to rising demand from

Social impact measurement:
Supporting an effective social bond
market

investors for impact investments, but there is as yet no
widespread agreement on a single model of social impact
assessment.

As issuance of green, social, and sustainability bonds

The International Capital Market Association recommends

explodes — it is expected to reach US$1 trillion in 2021 —

that issuers track and report qualitative performance

CHAPTER 3 I INTERNATIONAL DEBT CAPITAL MARKETS HANDBOOK

15

indicators as well as quantitative metrics; and some
national authorities are beginning to mandate
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investors link their portfolios comprehensively and
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common for issuers to map their bonds’ use of proceeds to
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Conclusions: Maximising impact in
the Covid-19 era and beyond
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4

It is challenging for policy makers, issuers, and investors to
make investment decisions and plan resource allocation
without clear and standardised impact measurement
methods. The good news is that impact measurement is
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improving, with more efforts being made on information
disclosure and emerging standardisation, and that social
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