






















The current size of the impact investing market in Japan is estimated to be at least US$ 
718 mi l l ion1.   The two-fold increase f rom the 2016 figure of  US$337 mi l l ion can be 
attributed to two key factors: 1) the entrance of new market players; 2) the additional 
capital commitments by existing impacting investors.  In terms of target sectors, health 
and medical care attracted the most investments. 

Figure 1.　Trend of the Japanese impact investing market size

The Japanese impact investing sector is  a product of  its  unprecedented super aging 
demography, its advanced economy led by powerful corporates, and its nonprofit sector 
with strong expertise in disaster relief, elderly care, and healthcare.  The key features of 
the demand and supply sides of the impact investing sector include the following:
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Japanese society faces major  structural  issues such as the world's  fastest  ageing 
demographic ,  poverty  among chi ldren,  and shr ink ing regional  economies .   The 
government-led resource reallocation model from the post-war economic growth 
period has its limit in addressing these social challenges.  Developing a new flow of 
private money to social challenges is critical.
Healthy growth in the number of  nonprofit organizations especial ly in the period 
immediately following the devastating earthquake and tsunami in eastern Japan in 2011.
Emergence of social enterprises in the recent past, leading to approximately 200,000 
ventures  in  number and employing 5 .8  mi l l ion people.   Given the lack of  a  legal  
organization, many social enterprises operate as for-profit entities.
Expansion of corporate engagement in social issues, particularly with the spreading of 
concepts such as creating shared value (CSV) and base of the pyramid (BOP).

Substantial  role of  crowdfunding platforms to mobil ize individual  donations and 
investments for impact investing projects.
Involvement of mainstream financial institutions, notably the largest pension fund in 
the world, Japan's Government Pension Investment Fund (GPIF),  which has made a 
commitment to ESG investing.  
Entrance of major private foundations that are wil l ing to provide r isk capital  that 
enables other investors with lower risk appetite to participate in impact investing 
projects.  

1　 All monetary figures in this document are calculated at US $1 = 100 Japanese yen. 2　Source: Cabinet Office and Ministry of Finance (2017) 2013-2015 data
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Japan's impact investing sector in a nutshell 

Three key achievements are worth highlighting from the Japanese impact investing 
landscape in 2017.

❶ Enactment of the Dormant Accounts Utilization Bill 
A seminal law for the Japanese impact investing sector - utilization of dormant account 
funds for social causes - was enacted in December 2016.  As a result, up to US$700 million 
(after deducting refunds) annually will be channeled to the private sector in the form of 
grants ,  loans ,  and equity  for  the purpose of  tackl ing socia l  i s sues that  are  deemed 
challenging to resolve by government efforts alone2. This bill will come into effect by mid 
2018, within 1.5 years of enactment.  In May 2017, the Cabinet Office set up a council  
specifically for the util ization of dormant account funds.  Subsequently, in September 
2017, the council published an interim report on some of the key issues such as the need 
for an optimal governance structure for the agency responsible for fund distribution and 
incorporating innovative methodologies from the private sector.  This new flow of funds 
from dormant accounts is expected to serve as a positive stimulus to the overall impact 
investing sector.   

❷ Emergence of social impact bonds (SIBs) in Japan
Social impact bonds (SIBs) emerged as a full-fledged social financing mechanism when the 
City Governments of Kobe and Hachioji decided to commit funds to SIBs in March 2017.  A 
range of investors from individual investors, private foundations, to major retail banks 
backs these SIBs.  
Apart from SIBs, national and local governments are currently exploring the use of other 
Pay For Success models.  To realize them, regulatory adjustments allowing for multi-year 
planning, implementation, and payments, as well as the development of intermediaries, 
will be required.    

❸ Participation of mainstream financial institutions
The research behind this report confirmed the active participation of mainstream financial 
institutions in the Japanese impact investing sector, including life insurance companies, 
major commercial banks, and venture capital firms.  Regional banks are also starting to 
enter the market, which point to a significant potential segment.  
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An overarching challenge across the recommendations is building the capacity of social 
enterpr i ses  and developing intermediar ies  that  can  support  these  ventures .   I t  i s  
imperative to nurture entrepreneurs and business professionals  who are capable of  
running effective social enterprises that not only meet the increasing supply of impact 
investing, but also learn and grow with impact investors. 

● Dormant Account Utilization 
　Bill enacted in December 2016
● Dormant Account Utilization 
　Council established under the 
　Cabinet Office in May 2017 
● Interim report published by the 
　Council in September 2017

● Now that the supply side of 
　dormant account funds has 
　achieved progress, the demand 
　side requires structure and 
　coordination. For this, promotion 
　of innovative, successful cases is key.
● Leverage dormant account funds
　to mobilize additional capital into 
　the impact investing market and 
　achieve a more sustainable flow 
　of money. 
● Create opportunities for talent 
　development in the social sector.
● Promote understanding of social 
　impact measurement and 
　relevant frameworks.

Latest activitiesProgress Issues and next steps

Recommendation 1:　Utilization of dormant account funds 

Major 
progress 
achieved

Major 
progress 
achieved

● Push Pay For Success beyond 
local government initiatives to 
broader nation-wide scale. 

● In order to enable multi-year 
implementation and payment, 
consider establishing a similar 
mechanism to the "Outcome 
Fund" by the UK Cabinet Office. 

● Develop frameworks to provide 
technical and financial support to 
intermediaries that are necessary 
to the implementation of Pay For 
Success mechanisms.

● Implementation of SIBs by the 
Kobe and Hachioji cities in July 
2017.

● Implementation of Pay For 
Success projects by two regional 
cities. 

● Launch of SIB pilot by the 
Ministry of Health, Labour, and 
Welfare in Sept 2017. 

Recommendation 2: Introduction of social impact bonds and development impact bonds

● Promote certifications through 
private-public partnerships. 

● Raise public awareness by 
recognizing exemplary cases of 
social innovation. 

● A special committee within the 
Liberal Democratic Party 
published a report on expansion 
of social venture initiatives in 
May 2017. 

● As part of the plans to revive 
regional economies by the Prime 
Minister's Office, an enabling 
environment for private 
sector-led initiatives was 
emphasized in June 2017. 

Recommendation 3: Establishment of legal entities and certifications for social purpose organizations

Recommendation 4: Establishment of tax benefits for impact investing

● Promote common understanding 
and a culture of measurement 
through SIMI's working groups 
on guiding principles and 
guidelines.  

● Develop a practical toolkit 
through SIMI's other working 
groups 

● Create capacity building 
opportunities for evaluators, 
implementers, investors, and 
intermediaries

● The Social Impact Measurement 
Initiative (SIMI) launched the 
"Social Impact Measurement 
Roadmap 2017-2020" in June 
2017

● Impact measurement guidelines 
were created and case studies 
compiled by SIMI's eight working 
groups. 

● Prioritize establishing legal 
entities and certifications related 
to social purpose organizations.

● The Japan Association of New 
Economy published a report on 
venture philanthropy and impact 
investing in April 2017 and 
proposed recommendations 
regarding public-interest 
organizations and tax benefits.

Recommendation 5: Promotion of social impact measurement

● Promote research on the 
correlation between impact 
investing and financial returns.

● While no major progress has been 
made with regards to clarifying 
the relationship between impact 
investing and fiduciary duties, 
multiple examples of institutional 
investor participation in impact 
investing emerged in 2017.

Recommendation 6: Clarification of fiduciary duties 

● Explore match-making between 
private wealth management and 
impact investing. 

● Promote the development of 
impact-focused investment trusts 
operated by asset management 
firms, specifically targeting 
individual investors.

● Engage with crowdfunding 
platforms to incorporate impact 
measurement into their 
mechanisms.  

● Work in synch with the 
above-mentioned tax benefits for 
impact investing.

● Individual investors participated 
in Kobe City's SIB project.  In this 
case, private foundations 
furnished risk capital to lower risk 
for individual investors.

● Thanks in part to the growth of 
equity-based and loan-based 
crowdfunding platforms, an 
increasing number of individuals 
is involved in impact investing. In 
comparison to European and 
North American markets, 
however, the menu of options for 
individual investors is limited.    

Recommendation 7: Expansion of individual investors 

The Japan National  Advisory Board of  the Global  Social  Impact Investment Steering 
Group (GSG)3 proposed seven key recommendat ions  towards  the expansion of  the 
Japanese impact  invest ing sector  in  2015.   Two years  on,  major  progress  has  been 
observed in three of the seven areas:
　・Recommendation 1: Utilization of dormant account funds
　・Recommendation 2: Introduction of social impact bonds and development impact bonds
　・Recommendation 5: Promotion of social impact measurement  
Given the increasing demand for investments in social  and environmental initiatives,  
stakeholders are pushing for the establishment of legal entities and certifications for 
social purpose organizations (Recommendation 3). The following table summarizes the 
progress against each recommendation since 2016 as well as the suggested next steps.  

3　 Formerly known as the G8 Social Impact Investment Taskforce
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