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The persistence of treatable cataract blindness among poorer cohorts in developing countries
typifies the resource constraints in development. Despite being a relatively straightforward and cost-
effective procedure, access to cataract surgery is often severely restricted because public health
systems are chronically under-funded and private providers concentrate on for-profit services for
wealthier patients. NGOs attempt to fill the gaps, but their impact is limited by increasingly scarce,
competitive and expensive finance from official development assistance and public donations.

Two complementary bright spots have emerged, however, that could act as a potential circuit
breaker. Social enterprise hospitals are showing that it possible to sustainably provide affordable
quality cataract surgery at high volumes, with fees from non-poor patients cross-subsidising low-
cost treatment of the poor. Private capital, via impact investment, is also emerging as a powerful
new source of development finance.

But while examples exist of private investors extending concessionary loans to scale up established
social enterprises, private finance has not been so forthcoming for “greenfield” investments, as the
risks are judged too high.

Against this backdrop, Development Impact Bonds (DIBs) have the potential to extend the cataract
social enterprise model to new areas. Using a guarantee from a credible third-party to repay
investors for agreed outcomes, DIBs can reduce the risk to investors and thus encourage greater
private sector involvement.

While there has been considerable interest in DIBs, to date the concept remains largely untested.
The Fred Hollows Foundation has attempted to address this gap by coordinating one of the world’s
first DIBs in health care. Beginning in 2016, private investors will channel capital to a start-up social
enterprise cataract hospital in Cameroon.

Through a successful application of the DIB concept The Foundation aims to build confidence in this
fledgling market and reduce the costs of future deals in eye health and elsewhere. Importantly, DIBs
will not be applicable in all contexts. Lessons learnt from this pilot will therefore also be valuable for

identifying the factors that make projects suited to the DIB model.



