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INTRODUCTION




Dear ANDE Friends and Colleagues,

In April 2014, ANDE reached its five-year anniversary. In the past
half-decade we have grown from 34 to more than 200 members and
reached more than 2,000 individuals through our networking and
training events for the small and growing business (SGB) sector.
Collectively, our members have supported hundreds of thousands
of SGBs in emerging markets. Since 2009, we have seen significant
advancements in coordination among the diverse actors in the SGB
ecosystem. We are encouraged by the growing momentum and
increasingly sophisticated conversations about the most effective
ways to support small and growing businesses.

However, our members and the businesses they serve continue to
face significant challenges. We know there is still work to be done
to strengthen the SGB sector. We will help our members become
more effective through training, research, knowledge sharing, and
other network services. We will also shepherd more resources to
the SGB sector by raising awareness about the opportunity for
development impact and financial returns. We will lead members
toward collective action, supporting the development of thriving
local ecosystems that support SGBs.

This report highlights the state of the SGB sector and also ANDE’s
vision for our future. You may notice differences from previous
years’ publications. This year, we have designed a report that we
hope will be a reference for organizations who already are involved

in the sector. Rather than making the case for SGBs, this report
focuses on the progress and challenges that we have seen over the
past five years.

We draw on data provided by ANDE members and others over the
past year to understand sector trends. We also leverage ANDE'’s
proprietary research and the work of our member-led working
groups and regional chapters to highlight important issues and
milestones. The member initiatives that we describe represent
just a small fraction of the exciting developments among ANDE
members.

In the past five years, ANDE has grown into a credible, well-
respected network organization. In the next five, we hope to
become known as a major catalyst for development impact in
emerging markets.

Sincerely,
Randall Kempner
Executive Director

Aspen Network of Development Entrepreneurs
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Snapshot of the Sector 2013

SGB SECTOR

22 SG B iInvestment vehicles

were launched in 2013; median

target fund size was $66.5 million.

1 5 SGB iInvestment vehicles

reached a first close in 2013.

Since 2009, the sector has raised
$3 billion in committed capital.

ANDE MEMBERS

190 members operated

in more than 150 countries.

64 members spent more
than $147 million in capacity
development services provided
directly to 46,000 SGBs.

16 members invested
more than $194 million in 377
deals with SGBs.

28 foundation and other

grant-making members invested
nearly $187 million in the sector
in the form of grants directly to
SGBs ($84 million), grants to SGB
intermediaries ($93 million), and
investments into SGB-focused
funds ($10 million).

State of the SGB Sector

ABOUT ANDE AND THE SGB SECTOR

Aspen Network of Development Entrepreneurs

The Aspen Network of Development Entrepreneurs (ANDE)
is a global network of more than 200 organizations that
propel entrepreneurship in emerging markets. ANDE
members provide critical financial, educational, and
business support services to small and growing businesses
based on the conviction that SGBs will create jobs, stimulate
long-term economic growth, and produce environmental and
social benefits. Ultimately, we believe that SGBs can help lift
developing countries out of poverty.

Small and Growing Businesses

SGBs are commercially viable businesses with between

five and 250 employees that have strong potential for
growth. Growth is key to this definition, and it is what
differentiates SGBs from the broader term micro, small, and
medium enterprises (MSMEs). Unlike the vast majority of
entrepreneurs who begin microenterprises, entrepreneurs
who start SGBs have the ambition to scale. They create not
just income for themselves, but jobs for the local economy,
connections to regional and global markets, and often access
to critical goods and services for underserved communities.
Unlike more established, larger enterprises, SGBs often lack
the financial or knowledge resources they need to grow.

SGB Intermediaries

Intermediary organizations can fill this resource

gap for SGBs. Intermediaries include organizations

that work directly with SGBs, such as investors and
capacity development providers, and also include those
organizations that support SGBs indirectly, such as
development finance institutions, private foundations, and
research institutions. Intermediaries support SGBs on
their path to scale, and they tend to focus on the four major
challenges that present barriers to growth. They support
improvements in:

» Access to capital
» Access to talent
» Access to markets

» Improving the enabling environment
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The Beginning of a Small and
Growing Business Sector

Beginning in 20006, a small group of organizations that supported
entrepreneurs in emerging markets began to recognize many
similarities in their work. These were organizations at the
margins of other sectors, including international development,
private equity, and microfinance, that often saw their work

as distinct from the norm in those more established sectors.
These organizations focused on high-growth or high-impact
entrepreneurship. They believed that this focus could catalyze
economic growth and create more inclusive economies in
developing markets.

These individual intermediary organizations that supported
the growth-oriented segment within the larger MSME category
saw the need for a platform that could serve as a neutral place
to exchange ideas and grow capacity as a group. Individually,
each organization had pioneered methods and experimented to
effectively support entrepreneurs. However, they realized they
could create greater impact through collaboration.

Through a series of meetings convened by the Aspen Institute,
this group decided to form a network organization that could
help define the shape of their sector, bring together stakeholders,

and disseminate knowledge more widely than any individual
intermediary could. With this goal in mind, ANDE officially
launched in March 20009.

A Thriving, Global SGB Sector

After five years of operation, ANDE has helped guide the
emergence of a sector that has coalesced around small and
growing businesses. In 2008, there were few organizations
outside the pioneer circle of founding ANDE members that
designed support specifically for small businesses with the
potential to grow. Since then, there has been increasing focus
on that segment and awareness that growth-oriented managers
must be at the helm of a business to realize financial return or
development impact.

As the distinction between SGBs and small and medium
enterprises (SMEs) has become clearer and the barriers

for growth have been better understood, more intermediary
organizations have emerged to fill that gap. We have seen
entrepreneurship take center stage as a priority for national
governments, municipal authorities, and multinational
bodies. Globally, there has been an increase in early-stage
entrepreneurship activity of all sorts, and, in particular, social
entrepreneurship ventures have expanded significantly.!

EMERGENCE OF THE GLOBAL SGB SECTOR

Global financial
crisis begins

Global
Entrepreneurship
Week launches

Rockefeller
Foundation
launches Impact
Investing Initiative

ANDE officially
launches

The GIIN launches

G20 launches SME
Finance Challenge

World Economic Forum
launches Global Council
Agenda on Fostering

. G8 launches Social
Entrepreneurship

Investment Task
Clinton Global Initiative Force
launches SME Working

DFID, USAID launch
Group

entrepreneurial
ecosystem and
SGB-focused
initiatives

World Economic Forum
launches Mainstreaming
Impact Investment Initiative

2008 2009 2010 2011 2012 2013
lel\llrgg(:/lreorLbers 82 105 145 171 190
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While we have seen the ecosystem expand, the definition

of the SGB sector is still loose in many ways. Intermediary
organizations may reach a focus on SGBs from the perspective

of SME funds, supporters of social enterprise, development
organizations focused on market-based solutions, or corporations
in inclusive business models. This diversity is reflected within the
ANDE membership as well.

A SMALL BUT GROWING SECTOR

Since 2009, many organizations have entered the SGB ecosystem.

Some are new organizations, themselves start-ups with fewer
than 20 employees. Others are large, established organizations
that have launched new programs or products geared toward the
SGB segment. The pace of new programs is growing, and with it
the amount of philanthropic and return-seeking capital that is
flowing to the sector. Donor and development finance institution
(DFI) support for SGBs is still small, an estimated $1 billion,

or around 1 percent of total overseas development assistance in
2012. However bilateral aid agencies launched several exciting
new initiatives in 2013 that will spur increased focus on SGBs in
the international community.?

Among multinational corporations, the increasing alignment

of corporate social responsibility (CSR) initiatives with the

core business means that value chain development is growing

its corporate support. SGBs are a natural fit for corporations
looking to strengthen their suppliers, distributors, and clients,
improving their bottom line while increasing economic prosperity
in developing countries. ANDE saw a surge in corporate members

joining in 2013, which we believe is an indication of increased

corporate engagement with the sector as a whole.

STANDARD LANGUAGE FOR IMPACT
MEASUREMENT

We have seen an increasing number of organizations differentiate
the work that they do by using the term “small and growing
business” to highlight the importance of the growth orientation.
Organizations have also increasingly have recognized the need
for a common language to describe the social and environmental

State of the SGB Sector

performance of their work with SGBs. In interviews we conducted
with ANDE members in 2013, we found that 75 percent of
investors and capacity development providers that track social
performance do so using the IRIS catalog of metrics. Similarly,

in ImpactBase, the GIIN’s database of impact fund managers,

57 percent report using IRIS-aligned metrics to track social and
environmental performance.

EXPERIMENTATION AND HYBRID APPROACHES
While the language to describe social and environmental
performance has standardized, intermediary business models and
approaches to engaging with SGBs remain varied. Many investors,
for example, are structured as nonprofits and provide significant
capacity development support to their investees. In 2011, a group
ofleading impact investors under USAID’s leadership, with the
assistance of Deloitte & Touche LLP, collaborated to develop a
financial reporting template. The goal was to promote greater
consistency in financial performance reporting of nonprofit and
commercial investors that would recognize the full cost of the
combination of investment and capacity development support.
The conclusion after two years was that these hybrid approaches
were still too diverse to fully standardize accounting and financial
reporting practices among SGB investors.

Similarly, many capacity development providers’ business models
combine philanthropic capital with revenue from other sources,
and service providers range from boutique consulting firms to
large international development organizations to corporate
spin-offs. Indeed, the language to describe and evaluate capacity
development service providers is even more fragmented than

that of investors. There is substantial experimentation in search
of effective strategies to engage entrepreneurs, and also in how to
structure the intermediaries themselves.

Given the various geographical and programmatic foci of the
sector players, and the different needs of the SGBs they support,
itis likely that we will continue to see a broad range of approaches
and structures for SGB intermediaries.



ANDE Impact Report 2013 11



12

PARTNERSHIPS ARE CRITICAL TO SCALE

Amid this diversity and experimentation, the sector has coalesced
around the importance of collaboration. The multiple needs

of SGBs require an ecosystem of support rather than a single
intervention. For example, in 2012, Monitor and Acumen
highlighted a critical inefficiency in the sector: capital providers are
unable to identify investment-ready social businesses, while idea-
stage entrepreneurs cannot find the capital they need to develop
their businesses.? Multiple partnerships have emerged to fill this
gap: capacity development providers connect with investors to
develop pipeline, grant-makers coordinate with investors to provide
appropriate capital to the entrepreneur, and universities and
advisory firms link to explore incubation strategies.

Increased information flow among SGB practitioners has spurred
partnership to address the most critical gaps in the ecosystem. This
type of knowledge sharing and collaboration has been critical to
the development of the sector, and it will continue as the sector
matures.

INDUSTRY-LEVEL DEPTH

We have seen many ANDE members narrowing their focus

to a particular industry within the SGB segment, including
agriculture, health, energy, and education. In some cases, a critical
mass of expertise in a particular industry allows for more nuanced
exploration of business models, social and environmental
performance, and effective approaches. The Global Alliance

for Clean Cookstoves, for example, focuses on one product

that benefits families at the base of the pyramid and provides a
platform for the industry to share knowledge very deeply. This
industry-level depth is also happening at a regional level. In
Brazil, for example, multiple members have turned to a focus

State of the SGB Sector

on education as a key priority sector in the coming years. For
example, Instituto Inspirare launched an accelerator program
focused specifically on Brazilian businesses innovating in the
education sector.

The Future of the SGB Sector

TRANSLATING A THRIVING GLOBAL MOVEMENT
TO LOCAL SGB ECOSYSTEMS

While in the past five years resources and expertise have grown
for the global SGB sector, we believe there must be increasing
focus on local entrepreneurial ecosystems. For small and growing
businesses to thrive, they must be supported by entrepreneurial
ecosystems that include government, local financial institutions,
skilled talent, and physical infrastructure, among other
components.

Because the local context requires a specific, unique focus,
groups of SGB practitioners should assess the entrepreneurial
ecosystem, typically at the level of a metropolitan area. This
process highlights gaps, and supports intermediaries to work
together to fill them. We believe that this local collective action
will only increase in the coming years.

As more local ecosystems strengthen and more entrepreneurs
successfully grow their businesses, we will see a virtuous cycle as
they begin acting as angel investors themselves, and as advocates
for an improved business environment. This will further propel
small businesses to grow, creating increased prosperity for
citizens of the developing world.



ANDE Impact Report 2013 13



14

PROFESSIONALIZATION AND

THE SGB CAREER TRACK

Hiring and retaining top talent is a critical challenge for small and
growing businesses. Often, the most qualified candidates prefer
to work at more established companies, government jobs, or in an
international setting. This talent dilemma is a root cause of many
SGBs’ difficulty in accessing finance. Potential investors cite the
lack of skilled managers as a primary barrier to placing capital
into SGBs.* SGB intermediaries likewise have difficulty hiring
and retaining the experienced managers and top-quality talent
they need to provide the best support to SGBs.

ANDE believes the SGB sector must focus on holistic solutions.
Rather than just individual mentorship or education programs for
the entrepreneurs, the sector should invest in education systems

to develop middle managers who will create strong, sustainable
business systems. For those qualified managers in the market, a clear
career path must exist that incentivizes talent to stay in the sector.
This will require coordination among universities, entrepreneurs,
and the SGB intermediaries who can facilitate this process.

MAINSTREAMING A GENDER LENS

Over the past five years, ANDE has helped galvanize a global focus
on women'’s entrepreneurship. The realization that 35 percent

of SMEs in emerging markets are women-led, but just 16 to 18
percent of SME lending goes to those enterprises, suggests an
incredible opportunity.> However, female entrepreneurs face

State of the SGB Sector

cultural and structural barriers that male entrepreneurs do not.
To address these obstacles, many women-focused initiatives
have emerged, led by multinational corporations, investors, and
capacity development providers.

But gender inequality persists in the SGB sector. According

to research conducted by Value for Women, women represent
only around 10 percent of participants in ANDE member-led
programs.® ANDE believes that an active gender lens should
become mainstream among all SGB practitioners, not just

those programs with an explicit focus on women. Intentionally
considering gender could include actively seeking out women
entrepreneurs, creating a due diligence screen for women in
leadership roles, or supporting SGBs to develop family-friendly
policies that encourage women’s participation in their labor force.
This gender lens will not only drive increased social impact, but it
will also support investors’ bottom line. According to initial data
from Emory University, early-stage ventures with women on their
founding teams are less likely to have attracted equity investment
but are more likely to actually be profitable than ventures without
women founders.”






M E M B E RS International Development and Impact Investing
In the past five years, many nontraditional actors have become involved
in the impact investing space. International development organizations
in particular have recognized the synergy with their own missions.

GAIN is an international organization whose mission is to eliminate malnutrition, not just by ensuring the availability
of adequate food resources, but by increasing access to specific missing nutrients in diets. GAIN's specialty is creating
public-private partnerships to make this happen, and impact investing is one avenue they have explored to increase
access to nutritious foods in developing economies.

Over the past five years, GAIN has worked with the International Finance Corporation (IFC], Acumen, LGT Venture
Philanthropy, and Root Capital, and has developed partnerships that include funding a separate facility, co-investing on
a deal-by-deal basis, contributing directly to a fund, and providing technical assistance to improve investment-readiness
and enhance the nutritional impact of enterprises. For GAIN, these partnerships led to the expansion of their capital's
impact, beyond what would be possible if GAIN operated alone and deployed “one-off” grants to businesses. They also

created the ability to share risk and promoted the sustained impact of nutrition interventions.

GAIN’s years of experimentation have generated insights both specific to health and nutrition and broadly relevant to
international development organizations. First, a narrow impact focus (for example, looking at a small demographic
segment such as only infants and young children] can hinder the investor’s ability to source deals. To develop pipeline,
the partnership must maintain either a broader impact focus or a broader geographic focus. Second, SGBs have varying
capital needs. For example, many businesses are looking for working capital, while others are seeking equity investment.
Diversifying investment strategy (for instance, through the amount and type of financing offered and in different
geographic regions and sectors) will support greater impact. Having the ability to cover the spectrum of SGBs’ financing
needs is an important consideration when investing for specific, well-defined social outcomes.

16  State of the SGB Sector




OXFAM’S ENTERPRISE DEVELOPMENT PROGRAMME

In 2008, Oxfam GB launched their Enterprise Development Programme (EDP). The initiative, which is funded through
philanthropic donations, piloted a new model for Oxfam to support early-stage agricultural enterprises: providing both debt
investments and capacity building. The EDP targets agricultural SGBs that are too early-stage to access financing from local
banks or social lenders, and that lack the resources to become investment-ready without support. Between 2008 and 2013,
Oxfam invested in 19 rural SGBs in diverse value chains and across 17 countries, including Nepal, Tanzania, and Honduras.

Since the program launch, Oxfam has experimented with the “recipe” they used to source pipeline, select companies, and
provide capacity development services alongside financing. An external evaluation of the program conducted by Bridges Impact+
concluded that the program is having a positive impact on smallholder livelihoods and women’s empowerment. But many of

the businesses are still working toward financial sustainability. This comes as no surprise: Oxfam deliberately selects those
businesses that are unready for typical financing sources, which represent high risk but high potential social impact.

Oxfam is reviewing the program design in light of the evaluation’s conclusions. In particular, they will introduce a longer
investment horizon given the long time frame for financial sustainability. Also, they will split Oxfam’s support into two stages:
one that focuses on the validation of business models, which has a higher component of capacity development, and one that

provides primarily investment to validated businesses.

CHRISTIAN AID

Christian Aid is an international development nonprofit
devoted to ending global poverty. They support SGBs as
part of their broader livelihoods and market systems
work. Traditionally, the organization gave grants to
agricultural SGBs, but as their market-focused portfolio
grew, they found that some SGBs might benefit most from
a loan, while others might be better served with blended
finance that included philanthropic capital.

In 2011, Christian Aid began experimenting with
alternative forms of investment, and so far they have
made eight loans to rural SGBs. Christian Aid develops
their pipeline of investees from market systems projects
and directs enterprises to two programs. The recently
developed Christian Aid Incubator Fund will serve SGBs
that need small amounts of financing, generally debt
investments of $15,000 to $75,000. For those SGBs that
are looking for larger amounts of financing, Christian Aid
developed a consortium of international development
nongovernmental organizations (NGQOs) that source

deals through market systems development work. They
connect this pipeline to both technical assistance support
and patient capital from a syndicate of impact investors.
Called Access to Capital for Rural Enterprises (ACRE],
this program is in the early stages of development.
Christian Aid expects this program to support $30 million
in investment and $4 million in technical assistance for 40
rural enterprises.

In 2014, Christian Aid is in the process of fully developing
this pilot investing model. As the organization experiments,
they are constantly assessing their approach, including the
level of subsidy that they provide relative to the systemic
change their capital can generate.

MENNONITE ECONOMIC DEVELOPMENT

ASSOCIATION (MEDA)

MEDA has a long history in the impact investing space,
starting with an investment in the Sarona Dairy in Paraguay

in 1953. Since then, MEDA has developed into an international
development nonprofit organization, while maintaining their
investment mandate as part of their economic growth mission.
In 2011, Sarona Asset Management spun out of MEDA to
become a separate entity, but MEDA maintains a 10 percent
stake in the private equity firm.

With that history, MEDA was in a unique position to launch

the program Impact Investing in Frontier Markets (INFRONT).
Funded by Canada’s Department of Foreign Affairs, Trade

and Development (DFATD), INFRONT is structured with both
an investment and a technical assistance component, and
coordinates multiple partners to ultimately benefit more than
five million individuals in frontier and emerging markets. On
the investment side, Sarona is raising up to $150 million for
the Frontier Markets Fund 2 LP, a fund of funds that will invest
in 12 to 18 local fund managers, for onward investment in 90
to 130 small businesses. This includes $15 million of catalytic
first-loss capital from DFATD, which was helpful in attracting
additional investors, including the Overseas Private Investment
Corporation (OPIC), private foundations, and pension funds.

Alongside the investment component, MEDA is managing
the technical assistance facility. The first component is

the Social Innovation Grant Fund, which offers a 1-to-2
match to support improvement in environmental, social,
and governance policies. The second is the Global Fund
Manager Mentorship Program, which matches experienced
North American private equity managers as mentors with
managers in emerging markets to enhance their skills.

ANDE Impact Report 2013 17
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NOTE ON THE METHODOLOGY

ANDE compiled the data in this section by surveying current ANDE members and other fund managers, and by partnering with external data
collectors. Partners include the Global Impact Investing Network’s ImpactBase directory, the Emerging Market Private Equity Association, and
the Latin American Venture Capital Association. Funds qualified for inclusion in this dataset when they met three criteria: (1) the investment
target included emerging market countries, (2) target deal sizes fell in the $20,000 to $2 million range, and (3] the focus was not exclusively on
microfinance institutions.

S G B | nvestment Ve h | c le S focus for the funds, but over the past five years that trend has
shifted slightly (Figure 2).

The fund managers that invest directly in small and growing

business fill a critical gap in the SGB ecosystem: access to Figure 2. Geographic Focus of Investment Vehicles by
early-stage finance. Local banks often are unwilling to lend to Inception Year
small-business entrepreneurs who have not built a credit history 100%
and lack assets to serve as collateral. Traditional private equity o
typically seeks larger deal sizes, with an average ticket size of $44
million in emerging markets; small businesses that are ready to 80%
grow need more capital than typical microfinance institutions can
provide with their average loan size of $1,400.°

. . . . 60%
The direct investors that work with small and growing
businesses provide financing in the form of equity, debt, and
other instruments, such as quasi-equity and guarantees, to those 40%
businesses that need between $20,000 and $2 million in capital '
ANDE identified over 400 investment vehicles that include deal
sizes in that range, and has more complete data on 262 vehicles. 20%
Of'those, 48 percent were launched in the past five years."! In
2013, fewer investment vehicles focused on this segment launched T
compared to previous years, but the target fund size of those 0 -
investment vehicles is higher (Figure 1). This trend mimics the 2004-2008 2009-2013
pattern in emerging market private equity: across the industry,
fewer funds launched in 2013, and fewer funds closed, but more [ n=9 7] [ n=1 44]
capital was raised overall."

B Syb-Saharan Africa B Global & Multi-Region

The SGB sector manages at least $5 billion in committed South Asia Europe & Central Asia
capital; ANDE members manage approximately one-third of B MENA B East Asia & Pacific
that total.'”® Sub-Saharan Africa is the most popular geographic O] (Letiiin Ainardiea & Carlshemm

Figure 1. Number and Target Size of SGB Investment Vehicles by Inception Year
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Between 2009 and 2013, the share of vehicles that have a multi-
region or global focus increased to 24 percent of total funds
launched. This might reflect the growth of the impact investing
industry: whereas SME funds typically focus on a single geography,
impact investors often maintain a broad, flexible geographic target
to ensure strong pipeline for the impact the fund seeks.

Within the sample of fund managers who reported their sector
focus to ANDE, the most common were information and
communication technology (ICT), agriculture, and health

(Table 1). There is considerable variation by region, however. For
example, among vehicles that focus on South Asia, the top sectors
of focus do not include ICT, agriculture, or health: there, 50
percent focus on energy, and 44 percent focus on education. The
majority of vehicles offer multiple instruments; only about a third
of investment vehicles are equity-only (Figure 3).

Table 1. Most Frequently Selected Sectors of Focus

SECTOR FIRST SECOND THIRD
ICT Agriculture Finar?cial
” Services
Global & Multi- ‘Q‘ “* //"
Region (n=26 4 I
g =il
38% 35% 27%
ICT Agriculture Health
Latin America Y= \\r m
& Caribbean "' =—-
(n=25)
48% 40% 32%
Energy Education ICT/Health
', o~
South Asia - O - <~ @
(n=16) - HH
50% 44% 38%
Agriculture Finar}cial ICT
Services
9 o,
Sub-Saharan ‘& I Q
Africa (n=35) III A4
68% 40% 44%

Fig 3. Instrument Type (n=156)

B Debt Only
| Equity Only
B Other Single Instrument

More than One Instrument
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Equity investors often report that they struggle to deploy capital
to SGBs. Fund managers cite demand-side constraints: lack of
pipeline for those seeking growth-stage investments and the risk
posed by the nonfinancial barriers to growth that SGBs face. This
demand-side mismatch is well documented. For example, JP
Morgan and GIIN’s 2013 survey of impact investors highlighted
the lack of risk capital and “shortage of high quality investment
opportunities” as the two largest challenges that the impact
investing industry faced.

The landscape of investment vehicles that focus on SGBs shows
a clear gap in start-up support. Only 8 percent and 19 percent
of investment vehicles focus on the seed and start-up stages,
respectively (Figure 4).

There are promising signs that this trend may begin shifting,
however. Among vehicles launched between 2011 and 2013, 48
percent included a focus on seed and start-up stages (Figure 5).
Compare that to 27 percent of those launched between 2008
and 2010, and 12 percent from 2005 to 2007. Anecdotally, many
of these investors plan to make smaller debt or quasi-equity
investments at the riskier start-up stage, and then make larger,
follow-on equity investments to those companies which have
shown strong potential. As these seed-stage funds ramp up
investment, we expect to see a subsequent increase in pipeline for
SGB investors that target later stages of business development.

Figure 4. Number of Investment Vehicles
by Target Stage (n=223)

160
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Number of Investment Vehicles
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Target Stage Definitions

Seed: Idea stage, pre-cash flow

Start-up: Product development begins and initial
operations established

Early: Generating revenue, but usually pre-profit

Expansion/growth: Generating a sustainable profit and
ready to scale through investment in new facilities,
entry into new markets, etc.




Figure 5. Number of Investment Vehicles per Target
Stage, by Inception Year (each vehicle could select
more than one stage)
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SGB Capacity Development

Table 2. Capacity Development Provider Revenue Sources
(n=81)

Globally, entrepreneurs point out that access to finance is only

one barrier to the growth of their business. According to a survey

conducted by the World Economic Forum, for example, access Recei
) eceive Average

to markets and access to talent are consistently ranked as the Bevenue Seufee This Type of Bevenue ffem

most important factors to a company’s growth."* This finding is Revenue This Source

consistent with ANDE’s own member surveys, which highlight the

. . . . ‘ Donations and grants 67% 80%
challenges that SGBs face in finding mentors, technical advisors,
and legal and business consultants. Consulting contracts 36% 40%
Entrepreneur Fees 20% 20%
ANDE broadly categorizes this kind of nonfinancial support
Investment Returns 12% 35%

as SGB Capacity Development. The landscape of capacity
development providers is diverse and complex, since many different Investment Success Fees 5% 12%
kinds of organizations provide nonfinancial support through
varyin