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Glossary

Blended Finance: The strategic use of development finance and
flows to emerging and frontier markets’ ( WEF/ OECD

TechnicalAssistanceAdvisory, assistance or training to the investee business or other value chain and ecosystem
actors provided either preor postinvestment to reduce transaction costs and operational risks and
increase developmental impact

Core Business TAA that strengthenthe operational capacity of a company.

Inclusive Business TALA that facilitates the uptake of more inclusive business models that contribute to the
attainment of the Sustainable Development Goadlscludingincreased climate changeesilience and

economic and physical access to food for base of the pyramid (BoP) producers and employees

Additionality: The extent to which activities (and associated results) are larger in scale, at a higher quality, take
place at a different locatiorgr take place at all as a result of the concessional finance provided.

Financial Additionality:The extent to which the concessional finance is additional to what might anyway be
invested or done by the applicant/partner company and other finance praside

Development Additionality:t he ext ent to which the investment’s or T
what have happened without it.
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1 Introduction

1.1 Background

Agricultural transformation will be a key impact driver for development in Africa, and an essential part of

achieving the Sustainable Development Goals (SDGs
context where public resources are increasingly und
pressure, channeling more private investmt into
agriculture will be critical to achieve thigoal! Blended
finance a facility structuring approach in which publi
development funds are leveraged to attract (additionadn-

concessionalcapital will be required to transform the

agriculturalsectorin Africa Thoughblended financéhas been
increasingover the past yearsonly 3% of the valueof

blended finance initiativess going to the agricultural sector
Addressingoth the capital and capacity needs of alimolder

farmers and SMEsthe backbone of the agricultural sector i
Africa- is crucial to achieve agricultural transformatiolm.

the light of the risks pertaining to agriculture, blended finan
hasthe potential to play a crucial role.

TAis a caacity solution thatcan attract and support private
investment and financinfpr agricultureby managing risk and
reducing transaction cost#t the same time it ensures thal
other constraints hindering the growth of the agriculturé
sector that cannot befinanced from private sources are
addressed to create the right enabling environmerdrgeted
and coordinated TAtogether with weltdesigned blended
finance facilities needs consolidated support to catalyse
sustainable, inclusive growth in smallholder supply chains

During the World Economic ForuRoundtablein Davosin
January 2017it was agreed to divdurther into TAthat is
currently provided to dse agricultural trasformation and
derive key lessons learned. IDH and AGRA commissio
Enclude to carry out this study and present the key lessq

learned.

Benefits of TA linked to finance for different

actors in the value chain:

1 Training increasesmallholder farmers
productivity, partnerships help them sell goods
to a market, and capital helps them grow their
businesses.

1 Forlocal financial institutions training
smallholder farmers helps to aggregate potenti
customers and deisk loans by preselecting and
training farmers; weather, performance, and
productivity data can also be used for credit
scoring, facilitating loan assessment and
monitoring.

9 Donor support helpagri-businessego start and
set up outgrower schemes with smallholders, &
such schemes have lhignitial costs and low
initial productivity.

9 TA, participation in network events, and the
strengthening of local knowledge can h&MEs
considerably to grow their business by sengr
supply, improved marketing and distribution of
products in local masts, as well as improved
management capacity and financial systems.

9 Forinvestment funds TAreducesrisk, increases
returns and reduces costs for pipeline
development and investee management

1 TA facilitiescan maintainmprovements in
productivity and business performanteough
access to finance.

9 Finally,donorscan contribute to sustainable,
longterm impact because TA helps link farmers
and/or SMEs to the economic system, enabling
them to generate their own incomenoa
sustainable basis.

1.2 Approach and Methodology

Thekey guiding questionsor the stocktakingof technical assistance related to blend&sancewere:

Key Guiding Questionor Phase 2: Stockaking of Existing TA Facilities and Lessons Learned

1. Which TA facilities currently exittat havea focus on agriculture in Africa and a link with (blended) finance?

2. What are the advantages antisadvantages of the different models for TA (integratatkedandindependent)?

3. What are the key lessons learned in provision of TA linke@lended)finance for agriculture in Africa, especial

related to how this TA is being provided and managed?

4.  Which mechanisms help to increase the chances of the financial additionalitofprevent that TA is merely usec

to make financial products more attractive?

1WEF and OECD 2015.
2 Credit Suisse, CDC, EMPEA, IFC and WWF 2015.
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5. Which mechanisms help to increase the chances of developmental additionaliyaoid ensurehe sustainable
development goals are métecause of the use of TA?

Table 1Key guiding questions for Phase 2.
An interviewee list can be found in AnnexlllAlist of documents reviewedhas been included iAnnexIV.

The main body athis report consists of three chapters:

1 In Gapter 2 we look at the intervention contextof TA linked to(blended finance for agricultural
development, including definitions, different TA models and an overview of existing TA facilities

1 SubsequentlyChapter 3provides an overview of key lessons learned from other TA facilities linked to
(blended) finance for agriculture.

1 We conclude with some overall remarks on the stocktaking of TA related to blended finance facilities.
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2 Blended Finance and TA: Imteention Context

The purpose of this chapter is to provide an overview of the landscape of TA linkgtenaled finance for
agricultural development. First, we set out some definitions for blended finaméeand other vocabulary
necessary to discussithtopic. Second, we introduce models for TA within blended finance and outline the main
characteristics that differentiate them. Finally, we provide an overview of the universe of existing blended finance
facilities currently using TA as a supporting megdem for the agricultural sector in Africa.

2.1 Blended finance

The World Economic Forum (WEF) and OE@#ine blended finance a¥ i KS aGNJ} 6§ S3IA O dzasS 27
finance and philanthropic funds to mobilise private capital flows to emerging and frontiet NJ .Snieis@nce,
“"blending’’ finance mefoomgublic slanorg or phoantirapie $undsto atttact f und s
(additional) norconcessional fundsfrom private sources, but sometimes also public sources in case of
international financialnsti t uti ons. Bl ended finance has the three
development finance and philanthropic funds to attract private capital idéals ) , i mpact (“invest
drive social, environment alr,nsan(d fe cnoamocmiad prrea gurrensss "f)o,r
with market expectations, based on real and perceive
philanthropic) can be used as direct funding (debt, equity, or grants) or supporting mectsanigcluding TA,

market incentives and risk underwritirfg.

Quccessful sourcing and blending of finameguires an understandingf the different providers of capital Key
differentiators in terms of the providers of capital are the amount of capitalvjated, the return raticand the
associated (real or perceived) riSkable 3gives an overview of the different categories of capital providers, their
return expectations and the advantages and disadvantagdbe capital type Well-structured vehicles ombine
different sources of capital preventing excessive use of concessional types of finance whilst at the same time
considering theneeds of the different actors along the value chain are taken into consideratisnringthe
solution is beneficial forla

Over the past decade, funds and facilities have launched with novel approaches, permitting an increased amount
of analysis and reflection on blended finance models as they have had time to establish track records. Blended
finance has received parti@r attention in the context of the SDGs and the USD 2.5 trillion annual gap between
current investment in development and that required to achieve the SDGs

Specific blended finance structures can be categorised based on the concessional iinstmeeent. The OECD
considers both direct financing (grants, guarantees, debt and equity) and support mechanisms, such as market
incentives (resultbased financing or price guarantees), risk underwriting (tools tied to specific risks), and TA.
Accordingto the MDB/IFI Working Group, the most common instruments are senior and subordinated debt,
guarantees (including risk sharing), and equity, with guarantees and perforaiasesl grants used for financial
intermediarie$. For a full overview and analysi§ the financial instruments landscape see AfDB repmit
blended finance tools to catalyse investment in agricultural value chains developed for the SAFIN network.

Return Expectation Examples Advantages Disadvantages
Commercial Pension Funds 1 Large sums of capital T Demand high financial
(Annualreturns of >10%) ¢ Large International §  Market discipline returns
Banks 1 Financially sophisticated § May requi r e
9  Other Institutional higher transaction costs
Investors 9  Stringent reporting

requirements

1  Typicallyimpatient

T Place limited value on
attainingSDGs

SWEF and OECD 2015.

4WEF and OECD 2015.

5Wilson 2016.

8 For a full overview and analysis of the financial instrumentsdaapge we refer taAfDBreport on blended finance tools to
catalyse investment in agricultural value chains developed for the SAFIN néwaylst 2017).
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QuasiCommercial 1 Development 1  Growing pool of capital 1 DFls tend to dictate
(Annualreturns of 5- Financial Institutions §  Care abouteachingSDGs terms, and reporting is
10%) (DFls) f Lesgisk averse than cumbersome
1  Corporations commercial investors 1  Corporations usually
f  Foundation Program §  Willing to accept lower invest for CSR activities
Related Investment returns than commercial (non-core activity)
(PRI) Windows investors 1 Smaller pool of capital
than commeral
SubCommercial 1 Foundation Program §  Lower financial return 9 Highlevels of
(recycle principal and Related Investment expectations bureaucracy
cover administrative (PRI) Windows 1 Willing to accept 1 Development banks
COsts) 9 International Donors significant risk often move slowly
I Development Banks 1  Cumbersome reporting
1 HNW Individuals requirements
Donors { Foundations  Capitaldoes nothaveto 9§ Funds may be restrictec
(development impact Governments be repaid 1 Potentially smaller pool
only) of capital

Table 3.Types of capital providers and their return expectations.

In practice, MDBs and IFIs use blended finance most often for climate finance, including renewables and energy
efficiency, and SME finanéeBlended finance for the agricultural sector has turned out to be more difficult
becausethere are limited projects at scale ardlie to the higher risk inherent to the agricultural sectdrhis
requires more technical assistance and broader support systeroatalysegrowth.

2.2 Technical Assistanc@A)

Discussions ofAin the context of (blended) finance typically focus on advisory, assistance and training provided
to investee businesses or financial institutions directly, but not necessarily other ¢emsgstors. Hee, we take

TA to more fullyencompass the existing range of services and service recipients: T@ldoded finance
encompassesadvisory, assistance or training to the investee business or other value chain and ecosystem
actors provided &her pre- or postinvestment to reduce transaction costs and operational risks and increase
developmental impace

Sustainable Development Goals

Agricultural transformation
Examples Examples of TA (training, advice, coaching)

Enabling - Policy & regulatory framework - Agricultural/digital finance regulations
Environment - National strategies & schemes - National credit risk sharing schemes

Post-
invest
ment

TA Organisation - Agricultural SMEs - Core business support to improve operational

- Agri-business sourcing from performance (e.g. financial management, HR,
outgrowers ICT) Blended
- Agri-business distributing via micro- - Inclusive business support to engage Finance
entrepreneurs outgrowers
Pre- - Financial institutions - Development of agricultural lending policy, loan
invest - Farmer organisations products, loan portfolio management
il Individual - Smallholder farmers - Agricultural extension services
TA - Micro-entrepreneurs distributing - Financial literacy training
produce of agri-business - Business coaching

Table 4.Types of TA recipients and examples of TA

TA can be provided at three differetgvels the individual smallholder farmee.g. extension services, financial
literacy training), the organisation (e.g. core business support to an SME or farmer organisation, inclusive business
support to enterprises working with outgrowers, a financial institution moving into agricultural ghdir at
enabling environment leve(e.g. policies and regulations). FHrevestment TA can also directly benefit the
(finance) facility fund manager, e.g. in the form of feasibility studmpeline developmenbr due diligence

related activities

"WEF 2017.
8 WEF & OECD 2015.
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A gven TA activity or facility can be categorised across the following characteristics:

i Governance:The TAcan either belinked to a specific fund or financing facility operate completely
independently if linked, the TA can either be governedmanaged by the fund manager or
governedmanagedby an independent TA manager.

1 Timing of TAThe TAcan either be providegre-investment (used to get the business investmesady,
or to support it during the due diligence process), or posestment. Ifpre-investment TA is available,
then not all TA recipient businesses will necessarily receive financingnuesgment TA is particularly
important for actors working with earlgtage businesses, such as incubators and accelerators, as well as
for a variay of actors for pipeline development.

1 Type of TAThe TAcan either be forcore businessupportor focus on inclusive business suppdtth
types of support can lead to development impact, but they differ in their main foCase business
support focugs on the strengthening of the operatiahcapacity of a companwhilst inclusive business
supportfocuses on facilitatingptake of more inclusive business mod#iat lead to greatemwelfare for
base of the pyramid (BoP) consumers, producers and erapkgontributing to the attainment of the
Sustainable Development Godls

f Risk reduction:Core business TArovided to the investeean either bedesigned to reduce transaction
costs or to reduce operational riskiiclusive TAcan decrease or increastheb u s i n e dnssbnee r i s k
cases (e.ga business model that more closely integrates smallholder farmers), but does not necessarily
do so.

' In-house/ externally sourced: The TA managecan eitherprovide TA directly to clientén-house)or
tender out the ppojectsfor others to executdexternally sourced)

2.3 Additionality

A donorbusiness partnership brings along the question of additionality, or valfee concessional finance.
Additionality is defined as thextent to which activities (and associateesults) are larger in scale, at a higher

quality, take place at a different location, or take place at all as a result of the concessional finance ptéwided.

other words, to establish whether the concessional finance is additional, the differenceeéet the
counterfactual (what would happen anyway), andvh at has been realized as. a res:!
We distinguishiiwo types of additionalityfinancial (or input) additionality and developmental additionality.

Financial additionaliy, or input additionality; s an a s swhetherrthe nohcessidnal financeadditional

to what might anyway be invested or done by the applicant/partner company and other finance providers and
does not substitut eDormmtfimdng is@ended tb l@verbge additionatlinvesgneoapital

that would not have been deployed in its absenBeoviding the right amount of concessional finance at the right
terms can be difficult. Concessional finance that does not adequately addre§setioeived) risks may not suffice

for the investment or project to occur, but concessional finance that provides too much concessions can generate
excess rents for investors or permit investors to compete on price with other investors willing to invest-at
concessional rates (as such, private investors have an incentive to understate theidjtisted returns in order

to get higher concessions). The effect being, that instead of leveratfiegconcessional finance crowds out
private capitalt?

On theother end of the spectrum, concessional finance to commercially unviable projects and inefficient business
models will not maximise input additionality. ODI suggests that donors can distort markets in this way by
mistakenly subsidising the wrong projectse i t her by mi staking the soci al ret
return, or by picking the wrong investors to support

The same principles apply to providing TA. Donors sharing the cost of core bufiesasth an investee
agribusiness, for example, should take into account t
the TA on the business’s profitability and sustainabi
TA project’ s dawel@anTA tolcneatelan enabling endirdnment the other hand, may present
a clearer case for some subsidy, as its positive sani@dlenvironmentaimpacts are less frequently reflected in

9 AAFTAF 2017.

10Bothin terms of impact as well as addition@n concessionalapitalmobilised
11DCED 2014

120Dl 2015.
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t he busi ne sl Havevprsthe preseneevand amount of subsidy should still reflect the extent to which

the inclusive TA benefits the company, and in each case the inclusive business case should be sustainable through

a clear exit strategy. For example, one TA faciligt fhequently works to link SHFs with investee agribusinesses
reqguires some cost sharing to ensure ‘skin in the gam
of the project to transition full business model ownership to the business.ll{ireven when the subsidy is
appropriately calibrated, input additionality can be improved if the TA project can be optindsédering more

value for the same amount of funds.

These financiaghdditionality considerations should guide both the strudbgr of blended finance vehicles and the
design of TA programs. However, they also apply to the interaction between the two. More specifically, there is a
risk that the fund manager uses the TA for its own financial benefit (especially for investorsstridmg focus on
transaction targets). For example:

I In the case of prénvestment TA to do the due diligence resulting in #iamsparent deflation of the
actual costs of the fund.

9 TA support used as a deal sweetener to compete with other finance providers.
I Subsidised TA provided whilst the company has the capacity to pay for (a larger part of) the TA costs.

The second type of additionalityhich justifies use of concessional fundglevelopmental additionality which is
present i f t he goalsareahiered and wald monipve been met without it. We focus on funds
and facilities that support the agricultural sector in Sséharan Africa. We assume that strengthening
agribusinesses and agricultural value chains on the continent drives sadaconomic progress (according to
the World Bank, growth in the agricultural sector isA2times more effective than growth in other sectors at
reducing poverty}* However, the specific developmental additionality of any given investment should be
considered, particularly in function of its effects beyond a specific business.

Core business TA that supports the busi mWdtsnsanoref i nanc
profitable business with a few more staff, but would likely have only minimal developmental additionality.
Inclusive TA that helps the business source from smallholder farmers, and that trains these smallholder farmers,
might raise incomesof thousands of rural families and have some developmental additionality. Finally,
appropriate TA to key ecosystem actors (e.g. the government or financial institutions) might link not only the
smallholder farmers supplying to this agribusiness with anfiie institution but also other smallholder farmers,

creating catalytic impact and the greatest developmental additionality.

Assessing additionalityt is not easylt startsat project design stageith a clear and transparent narrative on the
theory of change underlying the collaboratioas well asthe cost sharing mechanism to defirfemancial
additionality. This is crucial as it captures the-@xte assessment of the counterfactudhe assumptions can be
analysed during or after the partnership to amurethe actual additionality and includenger term changes in
the companug’' s behavio

When asessing additionalitgre it is importantto ensure that the information received provides the full picture
by: being sensitive and creative in requestingfanmation, personal interaction triangulate information by
speaking to different company staff and a range of other stakeholdedscounterchecking key information with
experts The application stageauld alsobe used to enhance the financial and developmental additionality of the
proposal*®

2.4 Models for TA linked to blended

) governance governance governance governance
finance

Blended

We have analysed a number of TA facilitie .
L . . . Finance Blended
operating in the agricultural sector in Africa TA TA

. . . & Finance " .
The categories of integrated, linked dn TA T Facility Facility
independent, which TechnoServe an Facility
Enclude distinguished in earliel Integrated Independent
TA model Linked TA model TA model

13 AAFTAF 2017.

14 World Bank. (2014). Agriculture: Sector Results Profile <http://www.worldbank.org/en/results/2013/04/15/agriculture
resultsprofile>. Accessed 20 June 2017.

15DCED, 2014
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publications!® proved to be useful distinctions. Governance is the key differentiator among the three. In
integrated models, the manager of the TA facility is the same entity as theacppivider. In linked models, the
provider of TA differs from the capital provider, but close collaboration exists. In the independent model, there is
no link between the TA facility and a provider of funding.

Apart from governance, we observe manysimar i ti es in terms of who provides
and the extent to which the TA facilities reduce the risk for the investor at the financing facility level. Similarly,
conclusions can be drawn at the project level, such as the timirige TA and the type of TA provided. Whilst
acknowl edging that some TA facilities have aspects
categorisation to describe the following three most common archetypes.

Integrated Linked Independent
 Managed by fund §  Separation of TA and fund  No link between TA and potential
Governance manager management; strong coordinatior investors
between fund and TA facility
{ Often inhouse 9 Considerable imouse support, as {  Focus is on imouse TA provision,
In-house/ proper management of TA but external sourcing does take
Externally requires internal knowledge place as well
sourced 1 Majority of TA is externally
sourced
9 Increase thereturn 9§  The key objective of the fund 9 Meeting SDGs is the key objectiv
on investments is manager is to increase the return
key objective. on investments.

Key objective - .
I Objective of the TA manager is tc

meet the sustainable
development goals.

9 Yes,riskreduction 9§  Yes, risk reduction for the fundis Not applicable, as there is no

for the fund is a key key in core business support related financing facility for whick
Risk focus provided to reduce the risk.
reduction 9 Inclusive TA sometimes 1 Sometimes TA aims to reduce th
encourages companies to take production and price risks for the
risks they would otherwise not dc SHFs
9 Pre and post 9 Focus is often on poghvestment 9§  Mainly prelnvestment
Investment support
Timing of TA q Preference tokeep | There is a demand for pre
in control of pre investment TA to reach out to
investment to smaller businesses not linked to
ensue alignment export value chains/cash crops
{ Core business I Focus on Inclusive TA Y Inclusive TA
support 9 Core business support (for SMEs §  In case of accelerators, also core
Type of TA 1 Inclusive TA if in line provided if required business support
with comp
strategy

Table 5.Archetypes for TA linked to blended finance.

Each of those archetypes comes witthbenefits and potential risks in terms of effectiveness and the financial and
development additionality. These benefits and potential risks are described in the tables below.

Integrated Linked Independent
1 Focus on catalysing changt 1  TA fund is managed by experts in TAwho §  Thorough understanding of
and exit strategy can play a key role in diagnosing TA needs needs of the smallholder farmer:
1  Often quick turraround thereby catalysing change and monitoring and microand small
times to provide TA quality entrepreneurs targeted to
1 Linkage with investor ease: §  There is potential to work with different benefit from TA
alignment with priorities of fund managers, which can facilitate the rigt q Developmental additionality
investors and managers, blending of different types of finance incorporated in project design
which positively influences  §  Preinvestment TA is especially interesting Impact measurement often built
effectiveness of TA the fund works with more than aninvestor. in through baseline and endline

16 AAFTAF 2017, Enclude (GommanK@ijn) 2016.
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It increases chances to link the company surveys
with the right type of finance
 Developmental additionality independently
assessed
9  Often there is a focus on the sharing of
lessons learnednd replication of working
models in other contexts (without
undermining competitiveness or intellectual
property of portfolio companies)
1  Financial additionality is assessed by an
independent team, increasing the likelihooc
of financial additionality
Table 6.Archetype benefits.
Integrated Linked Independent
1  Ensure thathe needs of the different 1  Alignment requires deliberate 1 Focus on catalysers of
actors along the value chain are taken in coordination efforts. This needs to change rather than
consideration and solution is beneficial fc be part and parcel of the TA facility identification of gaps
all 1 Effectiveness of TA requires 1 Involve capital providers
1 Effectiveness of imouse TA needs to be flexibility benefits from quick turn from an early stage (pre
monitored through quality control around times. This especially hold: selection) to enable to
1  Usefulness of TA provided to be assesse for pre-investment TA work with an exit strategy
from investee levelSHF, distributorand 1  The TA fund manager should in mindincreasiny the
consumer levels. TA shoubdt only be in understandthe interests and sustainability of the TA
the interest of the investor. language of differenimpact 9 Consider capacity to cost
1 Itis costly to recruit all staff thouse and investors investeesand the share ih case of support to
finance this from the fund manager fees, agricultural sectoto be able to a private company to
especially in the case of smaller broker relationships effectively ensure financial
investments 9 To prevent the risk of no or limited additionality
1 In case of subsidised TA ifiies, financial additionality there is need {  Assesshe commercial
measures need to be in place to prevent to make an assessment on a case viability of the project and
these subsidies from mainly benefitting by-case basis how much of the TA prevent subsidisation of
investors (by subsidising a higher amoun should be subsidised inefficiencies
than required, using TA as a deal 9 An own contribution from the 1 Proactively coordinate,

sweetener or deflating actual costs to
operate a fundl

1 Developmental additionality requirabat
attaining the social development goals ar
integrated in the program and do not
come as an afterthought

company needs todin place in
case the TA helps the business to
implement its strategy.

strengthen capacity, and
work through permanent
market actors to ensure
sustainablechange

Table 7. Archetype required risk mitigants.
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2.5 Case Studies

The following cases provide examples of three different TA models, describimmgeaich of the TA facilities is
organised and ensures its effectiveness, financial additionality and developmental additionality.

w»

/& {ddzRe wmY ! 35853/ 2Q4a ‘gnegrdted)K 2 f RSNJ 5SSt 2LIVYSy i

Basic Information SmallHolder Development Unit

Sizeof Facility 15 min USD In-house / externally In-house and fixed pool o
sourced external consultants
Time Frame 2015- 2020 Pre or postinvestment Pre and postnvestment

AgDevCo and Root  Capit Type of TA Under SDU inclusive TA onl

Related Financial Facilities

(LafCo)
Governance Integrated Risk reduction Impact is primary focus
MasterCard Foundation, DFI Core  Business  Suppo
Funded by L :
and own contribution investees provided separately
AgDevCo is a wekkspected investor il f r i can ‘ mi ssing middle’ agribusines

banking sector. Social impact is part and parcel of its mission as it seeks to be an engine for economic growth. A(
currently has 5860 investees. AgDevCo laundhte Smallholder Development Unit (SDU) due to the challenges busines
face in dealing with sourcing produce from smallholder farmers (outgrowers) and in recognition that the succe
management of outgrower schemes requires additional support (TA)mof the core business support that AgDevCo offer
to its investees as part of its Enterprise Development Team (e.g. financial governance) and regular management si
Rather, it needs grant funding.

SDU is a USD 15 million, fiwear programme initiated by AgDevCo and supported by MasterCard Foundation (90%) and
(10%) that aims to assist 25 agricultural enterprises in total (five per year) with developing large outgrower sche
AgDevCo chose ffan integrated TA model (for SDU as well as its Enterprise Development Team) as they feel that
fundamental to their proposition and often more cesffective and relevant delivered in house. TA has to be aligned wi
the business strategy of the cqrany, the priorities of the management team and follow investor discipline. Furthermao
specific technical knowledge and skills are required to ensure effective TA. Main challenges are the labour intensivene
related costs. Especially pipeline devetognt is a costly intervention and has a heavier need for grant funding.

After 18 months of operations, SDU works with five companies, with five more in the due diligence process. Some
companies were already in Ag®mrviCdhe st ipfoired oby oSDUt lont
Committee looks at an initial concept note in which the financial status of the company, the planned intervention
smallholder farmers and the impact on smallholder farmers is presented. iédheept note is passed with no objections,
SDU carries out the due diligence process (financial, legal, commercial and impact). An -$btdrsittee takes the final go
or no-go decision for the provision of support by SIBY.lookingat both impact and pofitability at the same timechances
of the developmental additionalitare increasedTo ensure alignment, the SDU team is fully integrated into AgDevCo w
staff members based in the head office in London, as well as in the field. The SDU team keiswegtings with AgDevCo
Country Directors and investment teams, as with LAFCo, which provides working capital loans. This allows for
interventions and adjustments that might be required. In addition it assists in the monitoring of the quality ®#Athhat is
being provided.

The SDU works with some existing investees of AgDevCo for whom working with smallholder farmers is a key compo
their business strategy and not part of t hei A helpsoredpce r
i nvestor ri sk, but al so functions as a ‘hook’ or car

(companies should have “skin in the game’). For ethenmy
SDU may cover 75% of their salaries first year, 50% their second year and 25% their third yedmar@agsts usually in the

range of 2550% of total project costs, depending on the financial capacity of the company. Project costs range from
50,000 to USD 500,000. The cgsiaring arrangement increases the chances of the financial additionality. In additi
AgDevCoisandorpr of it company so gains made by the financi

stresses that theeaturns of 15% and higher are rare for investments in-bBgsinesses and there is need to finance TA as we
as covering the first loss risk.

FinallySDU actively shares the knowledge it gains through workshops and publications and are linking Rilk-thearning
Lab.
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Case Study 2: The Technical Assistance Facility of the African Agriculture Fund (Linked)

Basic Information TAF: Technical Assistance Facility

Size of Facility EURLO.3 min LS Gl

Externally Sourced

sourced
Time Frame 2011- 2018 _Pre or post Postinvestment
investment
Related Financial Facility African Agriculture Fund
Linked, managed by IFA Type of TA Inclusive TA and core busine:
Governance .
implemented by support for SMEs.
TechnoServe
Funded by European Commission an Risk reduction crucial for cor
co-sponsored by Italian _. . business support to SMEs.
. Risk reduction : . .
Development Cooperation case of inclusive TA, ris
UNIDO and AGRA sometimes actually increases

The African Agriculture Fund (AAF) is a USD 246 min equity fund managed by Phatisa and focused on agriculture ¢
security that invests in businesses throughout the food value chain acrosSaatran Africa. This includes a USD 30 m
SME sub fund mmaged by Databank. AAF has a wlefined linked Technical Assistance Facility (TAF), which aims
enhance the developmental i mpact of AAF’' s investment ¢
farmers, farmer groups supphgnportfolio companies and entrepreneurs distributing AAF portfolio company products),
well as by improving their access to markets and finance to enhance their productivity and income.

TAF is managed by the International Fund for Agricultural Devedap(iFAD) and implemented by TechnoServe. It is grar
based and is funded primarily by the European Commission, wipansorship by the Italian Development Cooperation
United Nations Industrial Development Organisation and AGRA. Up to USD 600\@0&iseaper portfolio company.

TAF has worked with 12 out of AAF's 16 portfolio co
scoping report, which is submitted to IFAD. For the investees with highest impact potential a full prepdeaéloped.
Proposals with TA costs beldR250,000 are submitted to IFAD. Those with costs above EUR 250,000 are dis¢
and approved by a TA committee c onsi?!sTheiprogureroeht prAcddss 'starts
following approval. AAF, TechnoServe and the benefitting company are members of the evaluation panel that decides
company to hire. TechnoServe regularly usgternal service providersas it can be costly to provide the range and level c
support requied via a small, Hnouse team. A combination of open, restricted and sole source procurement procedures
undertaken to identify service providers; following explicit procurement guidelines outlined in an Operations Ma
developed by TechnoServe. Theakiation panel becomes the steering committee, which plays an important role in t
alignment of investee, AAF, TAF and TA providers and manages these relationships. The steering committee meets q
and ensures that the different parties are aligned the objectives and market and business dynamics that are bei
considered. It is crucial in the embedding of the TA in the business strategy and hence its sustainability.

TechnoServe produces the TAF Bulletin to inform IFAD and EU delegationsteflyqueport is presented to IFAD, Phatisa
and AAF investors. The European Commission receiveanaibal report with the impact metrics. Initially, TAF targeted-pre
and postinvestment TA. Prnvestment support was stopped because the TA did not autmaldy lead to an investment
and therefore the contribution of the TA to the famcil
the case of prénvestment, TA timing is really crucial and requires a TA facility to movdyquick

The developmental additionality is assessed during the scoping survey for all investees. TA is provided to those invest
where there is highest chance of additionality. By end of 2016, TAF activities had linked ¢.16,000 beneficiaries to portfc
companies and mobilised over $1,4M in additional attributable income benefits to smallholders andemtoepreneurs.
Furthermore, TechnoServe very actively disseminates its lessons learned amongst its wider network through its bulletil
posts and pulications. The financial additionality is also assessed separately and considered otbg-case basis.
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Case Study 3: 2SCALE (Independent)

Basic Information 2Scale

Overall Project EUR 41,5 million In-house / externally

In-house and externally
Budget sourced
Time Frame 2012-2017 Pre or posinvestment Pre and postnvestment

Wide range (local MFIs, banks as w
Related Financia as impact investors such as Ro

Facilities Capital, ICCO Investments ai PR G Inclusive TA only.
Oikocredit)
' .. Risk reduction Risk reduction for the
Governance Independent from finance facilit financial institutions the
Consortium of IFDC, ICRA and BoP . . y
link up with.
Ministry of Foreign Affairs (DGIS
AL the Netherlands
2SCAE’ s goal is to improve rural | i v e {SahhrandAttica byadewtlopfng

agrofood industries. 2SCALE is funded by the Dutch Ministry of Foreign Affairs through the DireGtenatal for
International Cooperation¥GIS), and is implemented by a consortium of the International Fertilizer Developm
Centre (IFDC), the International Centre for developrraignted Research in Agriculture (ICRA) and the Base of t
Pyramid Innovation Centre (BoPInc).

2SCALE works withvariety of actors to achieve its goal of creating impact for at least 500,000 SHFs and 2,500
over its life (20122017), and works in nine countries. Approaches include work with agribusiness clustersagiuulti
networks) and specific business amgions such as producer organisations, processers and traders. Finally, 2S(
also works at the sector level through conducting market research and piloting products.

Two regional access to finance experts providadnse TA, but 2SCALE also makes usatefnal coaches. The use
of external coaches is in part to strengthen the ecosystem of financial coaching capacity around the company, s
when project ends, the relationship between company and coach can still meaningfully continue.

Companies andafmer organizations were partly selected after a call for proposals/call for ideas, and partly soul
from our networks. The governance of the activities is structured in a +acitr partnership, involving lead firms
(business champions) farmer orgariieas, input suppliers, MFI's, business coaches, etc. These partnerships
facilitated by a partnership facilitator (2SCALE staff) and decision making is done collectively in the partne
leading to annual activity plans, including accompanying budge

Though not linked to any specific financing mechanism, 2SCALE does facilitate relationships between fe
producer organisations and local financial institutions. 2SCALE has worked with Shalem, an agribusiness
Sorghum value chain in Kenya thaorks with thousands of smallholder farmers in a structured bugelier

approach. After an initial assessment and some core business support to Shalem, 2SCALE approached f
institutions to develop partne resshoiapcsss findnaeet 2S@AdE Wodkedevil
Faulu Microfinance Bank to design a new financial product tailored to small farmers growing Sorghum. Shalem
on to receive financing from Equity Bank as well as from Root Capital and ICCO Invesiierdssesment of

additionality is not itpeepstraclkoofthearBoura dinaricesattrpcted.c e s s e s, b

The fact that 2SCALE is not related to any particular financial institution, has resulted in a focus on the facilitat
access to financalong the whole value chaias well as the broader enabling environmehiterventions includet)
financial literacy training for farmers, ii) capacity building for producer organisations and processors, iii) tech
assistance for financial institutions in the area of product development, iv) facilitation of-feemél lending
instruments such & VSLAs, v) facilitation of innovative financial models in the value chain; and
brokering/linkages/networking between farmers/producer organisations and local financial institutions and betw
processors and impact investors.
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2.6

Overview of Blended iRancevehiclesand TA facilities for agriculture

Below we include list of TA facilities or funds offering TA thatdis on agriculture in AfricéVe provide nore
details on tlose TA facilities in Annex Il. A list withancing facilities investing mgriculture in SukSahara Africa
is provided in Annex I.

Most of them arentegratedmodelsor linkedmodels of those that ardinkedmodel, most are linked to a single
fund. Linked facilities are, on average, newdl linkedfacilities included irthe list were launched in 2@lor

later. Integratedmodelsare, in general, less likely than Linked facilities to have a strong focus on TA, or are more

limited in the types of TA they provide to investees. Often, they provide managerial or financialrpdois
investees, but not additional operational or impact suppéys.there aranany TA activities focusing on
agriculture, this list of independent facilitiggovides a selection dfitiativesprovide TA and additional seek to
facilitate access to finece for he sector actors they work with

Integrated:
1  Africa Enterprise Challenge Fund (AECF) 1 Fund for Agricultural Finance in Nigeria (FAFIN)
1  Africa Guarantee Fund (AGF) 1  GAFSP Private Sector Window (IFC)
1 AgDevCo 1 Global Partnerships/Eleos Social Venture Fund (SVF)
1 Agriviel Grassrootd8usiness Fund
1  Agribusiness Booster (ICCO) 1  GroFin Africa Fund
1 AgRIF (Incofin) 1  GroFin SGB Fund
1 Alterfin 1 1&P Afrique et Entrepreneurs (IPAE)
1 Althelia Madagascar Climate and Conservation Fund 9§  Injaro Agricultural Capital Holdings Limited
1  Arise(Norfund, FMO and Rabobank) 1 Manocap Soros Fund
1 Beira Agricultural Growth Corridor (BAGC) Catalytic F §  Mercy Corp's Social Venture Fund

(AgDevCo) 1 Nigeria Incentive Based Risk Sharing System for
1 Business Partners International Kenya SME Fund Agricultural Lending (NIRS)
1 Business Partners International Rwanda SME Fund  Programme for Rural Outreach of Financial Innovatior
1 Business Partners International Southern Africa SME and Technologies (PROFIT)

Fund 1 Root Capital
i DOB Equit 9 The TakeOff Facility for Agricultural and Rural
1 European Solidarity Financing Fund for Africa (FEFIS( Microfinance in Africa
1 Factor(e) Ventures 1  Yunus Social Business
1 Fanisi Venture Capital Fund
Linked:
AcumenFund 1  NISABA Impact Investment Fund
1  Africa Agricultural Capital (Pe&@Hhpital) 1 Rabo Rural Fund
9  Africa Agriculture and Trade Investment Fund (AATIF) 1  Rural Impulse Fund Il
1  African Agriculture Fund (AAF)/AAF SME Fund 1 Smallholder Finance Facility (SFF)
1  Boost Africa 1 SME Impact Fund
1 Moringa 1 VoxtraEast Africa Agribusiness Fund

1 Yield Uganda Investment Fund

Independent:
1 2Scale 1  Partners in Food Solutions
1 Agrifin Accelerate 1  United States Internationdlniversity (USIU) Global
1 Agro Innovations Zimbabwe Agribusiness Management and Entrepreneurship
1 Cocoa Challenge Fund (CCF) (IDH) (GAME) Center
Malawi Innovations Challenge Fund
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3 TrendsandLessons Learned

This chapter starts with an overview of the key trends observed in termgahd blended finance. Subsequently
key lessongearned from other TA facilities linked to (blended) finance for agriculimeehighlighted.

3.1 Trends

1  Recognition that a combinatia of finance and TA is critical

Successful and sustainable interventions in the agricultural seafin require both finance and capacity
building/TA support. While many asset managers have always provided some type of management support to
their inveskes, there is an increased recognition that more spesidli tailored, onthe-ground TA support is
critical to the success of small agribusinesses, and that such TA support is often needed hotlegtraent and
postinvestment. As such, the trend to krfinance with a dedicated TA facility is becoming more and more
mainstream. According to a study by DFID, 64% of investors use TA in conjunction with their invesifrearits

or ‘nearly always!” The annual survey of GIIN indicated that 62% of the impact investors in emerging medets
or areplanning to use TA postivestment. Furthermore, respondents seeking belmarket rates of returns were
more likely to use TA both preand postinvestment than respondentsseeking market rate¥ Of the 84
investment facilities that are working in the agricultural sector in-Saharan Africa analysed under this study, 46
do provide TA (55%) whilst 38 either do not provide TA or no evidence of such TAeddkhtified, so while
there is increased use of TA, many funds do not explicitly provide such support yet (see annex | and ).
Likewise more and mordonor-funded TA projects no longer focus on the capacity aspect dmyfacilities
increasingly focuson access to finance for smallholder farmers and -bBgsinesseslincorporating access to
finance in the design, rather than as an afterthought increases the chances of success.

2  From supplydriven to demanddriven TAdelivery

The economic, climatic and satenviraament for agricultureis changing rapidly. As a result, farms are becoming
increasingly diverse in terms of size, resources, production patterns, access to markets and household
characteristics® The same is true for financial institutians A & &perience in PROFIT shows large differences
amongneeds ofbanks as far apolicies,systemsand products for agricultural lending are concernékhere is a
strong need for more diverse and speigall TA. This requires different ways of orgaimg and financin@Aand a
shift towards systems that are lelly and tailoredto demand Instead of understandindarmers SMEsand
financial institutionsas® b e n e f i TA tlzere is @ sehd tavkrds more demastdtivenservicedased on three
mainprinciples:

i  TA based on user needs;

1  TA providers accountable to users, particularly on content and quality;

1  Users having a choice in TA providers

3 From supplysidefinancing to demandside costsharing of TA

There is ample evidence that successful and sustainable TA interventions require comnatmet ‘ s ki n i n
game’ from the company r el imaicing nmeghantssefor TAeincrieasingty anbke ase s i s t
of costsharing strategies, for exangl
1 Gontribution by enterprises and financiahstitutionsfor TA provision, whereby the own contribution can
reach 100% in case of cofleusiness support to larger companjesich asi n t he ¢ &Ate of I F
financial institutions and aghusinesses
1 In some of the integrated models, funds are also paying for the technical assistance that is being
provided as it helps them to develop their pipeline, reduce risks and increase returns;
1 Indirect payment through membership fees, production le\a@sl taxes byfarmer organisations for TA
to smallholder farmers;
1 Public or donor fundshannelledthroughthe recipients otechnical assistance who contract and pay the
TA provider instead of the donor contracting and paying the TA provider directly.

17DFID, Survey of the Impact Investment markets 28dgust 2015.
182017 Annual Impact Investor Survey, GIIN
9 FAO. 2014. The state of food and agriculture: innovation in family farming.
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3.2 Lessoslearned

1 Linked TA models: an effective partnership to catsdyinvestments in agriculture

In Chapter 2 we outlined three different models of combining TA and finance: Independent, Linked and
Integrated. In integrated and linked modelSTA provision isas®ciated with the financing facility, whilén
independent modelsTA is provided separately

Through partnerships, linked TA facilities provide financing facilities the opportunity to access agricultural sector
and TA knowledge. This offers a pragmatiluson to achieve impact with more flexible budgetamgplications,

as TA management and provision are not part of tbst structureof the financing facility. Furthermoréinked

TA facilities often play a crucial role in the pngestment stage assisig funds to develop their pipelin€&or this
reason,FMO has set up the Smallholder Financing Fa¢8iFith IDH.

Such a partnership is considered to be especially relevant for the agricultural sector because of:
1 Risks inherent to agricultursuchas the production and price risk.

1 The unmet demand for TA and finance for SME agribusinesses.

1 The complexity and high sep costsactors face whemleaingwith smallholder farmers.

Because linkednodels often focus much more on knowledge shatimgn integrated modelsdo, they offer this
additional avenue to catalysavestments in the agricultural sector

2 ATA fundneeds to haveclear objectives ananonitor achievement of these objectives

Investment funds show increased interéstsetting up TA fadities. Howeverthe exact objectives are not always
specified from theoutset. Good governance of any TA facility starts with clearly defined objectives. Will the
support be pre-investment or postinvestmen®? Will it work with agribusinesses financial institutions,
cooperatives and/or other actors? What will lits focus in terms of the size and stage of development of the
companies? Will it provide core business supparti/or inclusive business TAill it be available for investees
only or more widej? Are interventionsalso aimed at addressing any challenges in the enabling environment?

Likewise what the TAis to achieve should be made explicivill it identify new leads for the financial fund

(pipeline development develop the agricultural seet to catalyse investment$, ncr ease the investe
performance, increasé h e i n goatsbttieretd attain the sustainable development goalseasure impact

or promote the finance that is being offered?

The quality of the TA subsequentlgeds to be monitoredigainst the sebbjectives to assess the TA request as
well as the quality of the TA provide@iAF, which is etunded by AGRA, does this througlsteering committee
set up at the start okachTA project.Representatives of TAF, tHi@mance facility AAF, the investee and the TA
provider siton the Steering Committeavhichmeets quarterly.

3 The TA decision antthe investmentdecision should be takeby different people

For nvestment fundsTA can reducehe risk of the investmentincreases returns and reduces costspgdeline
development andinvestee monitoring. To prevent any conflict of interest, the TA decision and investment
decision should be taken by different peopleinance providers vary widely in how they take the denidio
provide TAAt IFCthere are different people responsible for TA and the investm&nhbughthe investment and

TA are part and parcel of the same dehk company is free tdeclinethe TA.In the case oTAF, AAF first takes a
decision to investri a company. Only once this is approved TAF cdmand asse&sthe need for inclusive TA
and, in the case of SMEsore business support to the comparg§DUstarted working with one existing AgDevCo
investee that met its donor requirements, but it hals@ worked with companies that later became AgDevCo
investees.At Root Capital, a business development officer visits companies and assesses whether they are
investment ready.flthey receive adeferred qualified assessmenta training officer visits theompary, doesan
elaborate training needs assessmeamtd starts providing the TA house

4  The importance of cossharing

If TA is fully paid for by the recipient or out of the profits of theafine fund itself, which can libe case for core
business support to larger companjeéke same person could take thBAand the investment decisiorHowever
in casesn whichthe TA is subsided, these rolesare ideally separated tensurefocus on the objectives that the
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TA fund ha set, and that TA achieves both financial and developmental addition&fitynentioned in Chapter 2,
grantfunded TA brings a risk of neutral or even negative financial addition#lifylly funded TAis used to
reduce the operating costs of the investnt fund (through developing pipeline, carrying out due diligence or
increasing the return on investmeneyond what is necessary to crowd in Rooncessional funds, thethere is
reducedfinancial additionality. Irextreme casesthe donor contributioncanactually crowd out commercial funds
instead of leveragindunds, as is the key aim of blended financgherefore, cossharing is important to ensure
financial additionality.

5 Wt-NB@SadyYSydQ ¢! KIFa Fy AYLR2NIKHyided NREE S (G2 LI I & 0 dzi
Most TA facilities currently focus on pastvestment support, or late stage pirvestment support.Yetas the

pool of capital in developing markets and highisk segmentsg.g. SMEs and agriculture) grows, there is an
increasing need for prvestment TA to build a pipeline of investmer@ady companiesFor examplethe AAF

TA facility found it hard to deploy piievestmentTA,as it was not resourced with a deal sourcing team, and
therefore had to focus on potential investments identified byetFund Manager. There is a natural tension
between the objectives of a donor aridose ofa fund manager in this spaceund managers typically prefer to

focus TA on businesses that they know the fund will invest in, to ensure the TA investment |eafilsatacal

return. On the other hand, donors are happy to fund the development of a pipeline of investready
businesses, even if treventual investment is from an unrelated source.

6  Ensure that the TA is aligned with the finance to be provided and ait strategy is in place

The two core aspects of an exit strategy are investorestee alignment and effective management ofgwing
TA costsAs highlighted irChapter2, each provider of finance has its own requirements in terms$iaifet size,
return expectation and risk appetite. Furthermqrsome capital will be available locallyhilst someneeds to be
attracted on the international marketit is important to understand the requirements of the different finance
providers to identify which providematches best with the financing needs of tfermersor companies To
increase chances of succeiss important to involve finance providees early as possible tm-create solutiors.

As dependency on subsidies makes it difficuliattract investors it is important that any TAhat needs to be
provided on a continuous basisdstablishedin such a way that the costs can be financed out of revenues once
the concept is provenlubsidies should be structured in such a way that the subsidyedses and/alue chain
actors financeon-going costs. Saip costs can be fully subsséd, but on-going costs should be clear and own
contribution to this should increase over time

7  Flexibility is key

TA solutions should not be predefined.ofde-sizefits-all TA solution will not work for all companies and in all
situations.The same need for flexibility applies to social and environmental standamiwrs sometimes tend to
define standardsbut, if not applied to local circumstanceabgey might becomeirrelevant or have limitedr even
negative impact.

Flexibility also means allowing the facility to seize opportunities, as long as they are in line with its overall
objectives and general criteridikewise TA providers and managers need to be able adapthallenges that
companies facand to make adjustmentscaording to new insights

One other aspect, whichAF, SDU, IFC and AgDevCo all highligisttide need to have flexibility in terms of time.
Longterm relationshipsare necessarand chances of delays ahggh, two factors best addressetthrough open
ended TA facilies IFC imtegrated TA facility is diacto an operended facility.

8  Alternative revenue models can reduce the amount of grants required

TAfunds are generally finandefrom the following three sources:
9 Donor grants Provided for both core business support and inclusive finance. Examples are IFAD, EU and
AGRA's support t™MasTAFdO@porio tieeFSDWof AgBalCo.
1 Own contribution by TA recipientsAsmentionedabove,this isincreasingly commarOwn contribution
is higher for corebusiness support, companies in more advanced stages of development and inclusive
business support in |line with the companies’ strat
1 Contribution fromthe financeprovider.
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As highlighted under trend 3, the contribution from TA recipients is increasirg.oWm contribution by TA
recipients can be ikind and cash. Some more innovative financing mechanisms that we came across are:

1 Allow for later payment for the TAFC)and adding TA to the loan amount such as in the ciSeARD
Bankin the Philippines With these conditional grants, pipeline development TA is grant funded, but the
grant becomes a loan if the project or business qualifies for investment asla resu

1 Agribusiness Boostgrrovides TA prior to investing in a company. If the TA is successful and an equity
investment is made, TA costs becopmat of the equity provided.

It is important to also look into the contributions finance providers offier. Some DFls, such as FMO and IFC,
actually fund TA from their companies' profits, which are allocated mainly to core business support for the larger
companies.However contributions can also be consideradhen finance providersbenefit through pipeline
development or increased revenuemterest was shown for more innovative revenue modedach asthe
payment of a finder feeto the TA fund that facilitateghre-investment TAor a success felr postinvestment TA

that yielded the agreed results androibuted to the financial performance of the investee. These contributions
would flow into the TA fund from which other finance providers could be supporfathther possibility
suggested in a blogost by Sarah Marchangdis to blend donor and investoruhding, allowing the TA facility to
engage in bothpatient' pipeline development (early stage supporIB months before investment) funded by
donors and late stage pipeline suppdiin@l 6 months) funded by both donors and investé?s

9 TA fund managemetrequires highly qualified staff

The role of a TA manager is cruckdr pre-investment TA, the TA manager needs to be able to identify those
businesses with highest chances for success, assess the bigg#shges for the company, determine which
technical assistance best addresses those challenges, develop the scope of work, select the consultant who will
provide the TA and assess the amount of subsidy that the company requires. This all needs to be done in close
collaboration with the recipient compey to ensure that the TA is relevant and well received. Subsequendy
provision of technical assistance needs to be overseen and monijtaretprogress needs to be discussed with

the company, investor and finance provider. The consultants providing the technical assistance need to be
evaluated and the results of the TA need to be reported. Finally, often TA facilities also play a cricmatirel
sharing of lessons learned to allow for a wider impact of the TA provision beyond the direct beneficianAbf TA
these activities require an idepth knowledg@ of investing, business performance, the agricultural sector,
consuling andknowledg management

10 Combineinternal and external consultant&nd local, regional and internationakonsultants

Most of the TA facilities that we interviewed highlighted that they have a team of very experienbedse staff,
an asset that they consider cratiThe number of irhouse staff is bigger for finance providers that follow an
integrated modelsuch asAgDevCo, with its Smallholder Development Unit, andP&@icularly relevant areas of
expertise includédusiness management, agricultural knowledgeluding the ability to understand the dynamics
of agricultural markets) anthe ability to identify, contract and manage external TA providers.

All parties also use external consultants. Some finance providech as IFC and SQidve fixed list of
consultants. Others such as TAF and FW support to financial institutionswork with preselected liss of
consultantswhereby different companies can submit a tendér general FMO hagdried to keep this process
short to be able to act quickly

There is a general consensus that thedlvement of local TA providers is kdykey advantage is the potential to
follow-up consistently. Howevethe required skills are not always locally available and a combination of local,
regional and internationakxpertise might be required. Furthermqrexperience from other areaand new
approachesan helpto sustainably develop the agricultural sector

20 Marchand 2016.
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4  Concluding Remarks

Looking at the different TA and blended finance facilities that exist and talkingytplegers within the industry,
we observe a discrepancy between the capital and capacity on offer for the agricultural secthiadndeded to
catalyse agricultural transformation. On one sidgribusinesses and farmesirugge to access finance arfdice
several challenges in their enabling environment. On the other, sidestors strugg to create a pipeline in line
with their ticket size and risk return expectations.

Well-structured TA can catalyse the availability of blended finance for agricultural transformation, as it can play a
crucial role in risk reduction and pipeline developmehinked models are of particular interest, as they
independently assess financehd developmental additionalitgnd can link TA recipients to different sources of
finance providing more flexibility for the compangind a combined pipeline development effort for funds.
Facilities need to be careful not to distort the market and hindestead of promote the agricultural
transformation theyseek The best designs include clear objectives, flexibility and strong emphasis on the specific
market context.

For blended finance to catalyse agricultural transformation in Africa, there is weed f

1 More specialised, flexible, demasttiven, costshared, orthe-ground TA support for aghiusinesses,
financial institutions and farmer organisations, as well as to address concretgystam challenges;

1 More preinvestment TA to build a pipeline of investmeariady companies (as the pool of capital
available in developing markets and highiesk segmentsuch asagriculture grows);

1 Mechanismgo share costbetween TA recipients and faciéis—but also m&ing available more grant
funding for TA linked to blended finance, as egisaring will be incremental, and in many situations it
will not (yet) work (e.g. in cases of pirevestment and enablingnvironment TA)

1 Improved ceordination andstandard settilg for TA linked to blended finance for agriculture in Africa,
preferably housed sustainably in a recagni organgation, rather than a project.
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Annex |: Financing Facilities investing in Agriculture in Sdharan Afric&

Type? TAS No TA
Wholesale  Africa Agriculture Trade and Investment Fund (AATIF)  §  ACTIAM FMO SME Finarfeend |
multi-sector  q  Agriculture Financing Initiative (AgriF) (SMEFF)
or 1 AgRIF 1 Africinvest Fund Il
agricultural 1 Arise  Calvert Foundation
funds ) )
1 Boost Africa I Capria Fund
1  Global Agriculture and Food Security Program (GAFSP) 1 DFID Impact Fund
1 Rural Impulse Fund Il I Green Climate Fund (GCF)
9 1&P Developpement 2 (IPDEV 2)
f ICCO Guarantee Fund
I Triodos Sustainable Finance
Foundation
!\liche 1 Althelia Madagascar Climate afdhnservation Fund I Africa Fine Coffees Association
Impact 1 Moringa SICAR, SCA (the Moringa Fund) (AFCA) Coffee Development Fund
funds 9  Smallholder Finance Facility (SFF) 1 Althelia Climate Fund
1 TakeOff Facility for Microfinance for Africa 1 Food Securities Fund
9 Global Enviromental Fund (GEF)
f Global Farmer Fund
9 Innovare
9 Livelihoods Fund for Family Farmin
I Smallholder Farmers Fertilizer
Revolving Fund of Malawi (SFFRFN
I Terra Bella Global Fund
Local or 9 Africa Guarantee Fund (AGF) 9 Actis Africa Agribusiness Fund
small 1  African Agricultural Cafail (AAC) and AAC's Africa Seed §  African Food Fund
regional Investment Fund (ASIF) (Pearl Capital) f  Annona Sustainable Investment
funds 9 African Agriculture Fund (AAF) and AAF SME Fund Fund
i AgDevCo I  Aureous Africa Fund LLC
T Agriviel Aventura Rural Enterprise Fund
9 Beira Agricultural Growth Corridor (BAGC) Catalytic Fun §  French African Fund
9 Business Partners International Kenya SME Fund 1 Horus Food & Agribusiness un
1 Busines$artners International Rwanda SME Fund 1 LAFCo (Lending for African Farming
9 Business Partners International Southern Africa SME Fu SilverStreet Private Equity Strategie
1 DOB Equity SICARSilverlands Fund
1 European Solidarity Financing Fund for Africa (FEFISOL 1 Tana Africa Capital
1 Fund for Agricultural Finance in Nigeria (FAFIN) I Vital Capital Il
1 1&P Afrique et Entrepreneurs (IPAE)
1 InjaroAgricultural Capital Holdings Ltd.
1 Manocap Soros Fund
1  NISABA Impact Investment Fund
1 Nigeria Incentive Based Risk Sharing System for Agricul
Lending (NIRSAL)
1 Programme for Rural Outreach of Financial Innovations i
Technologies (PROFIT)
1 SME Impact Fuh
I Voxtra East Africa Agribusiness Fund
9 VYield Uganda Investment Fund
Earlystage f  Acumen I  Accion Frontier Inclusion Fund
venture 1  Africa Enterprise Challenge Fund (AECF) 1 Accion Venture Lab
funds 9 AgriBusiness Booster  Ceniarth
I Factor(e) I Fairtrade Access Fund
9  FanisiVenture Capital Fund I Kampani
9 Global Partnerships/Eleos Social Venture Fund (SVF)
9 Grassroots Business Fund (GBF)
I GroFin Africa Fund
I GroFin SGB Fund
I Mercy Corp's Social Venture Fund

2L List drawn in part from ISR017) and FAO (2016).

2 Category definitions are provided on the following page.

23 Here, "TA" refers to the provision of advisory services to investees, their suppliers, or other ecosystem actors in @onjttictan
investment, regardless of whands, manages, or provides the TA. Guidance that investors provide through the course of their role as a board
member or shareholder is not included.
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Type? TAS No TA
"Frontier 1  Alterfin Global Partnerships
plus"funds ¢  Rabo Rural Fund Oikocredit
1 Root Capital ResponsAbility
Shared Interest
Yunus Social Business

EEE E

Ml WHOLESALE MULTI-SECTOR OR AGRICULTURE

FUNDS (USD 14 BILLION)
Strategy: Moving large blended pools of capital into R
the sector, often through financial intermediation or
large direct investments

Return expectations: Capital preservation

or low returns

Usb 10 M Examples: Green Climate Fund, IFC GAFSP,

DFID Impact Fund, Arise, AATIF (KfW)

Strategy: Specific niche such as value chains
or climate and conservation. May reach
smallholders in tight value chains

Return expectations: Market or slight discount
Examples: Althelia, Indonesia TLFF, Innovare

Lease Financing Facility,
LOCAL OR SMALL REGIONAL FUNDS (USD 1 BILLION) Livelihoods Fund

for Family Farming,

Strategy: Local diversification, leveraging country knowledge and Coffee Farmer
networks. Opportunistic funding for ag SMEs or farmers Resilience Fund
Return expectations: Market returns, or slight discount
Examples: AAF, LAFCO, Yield Uganda, Annona, Caspian

EARLY-STAGE VENTURE FUNDS
(USD 250 MILLION)

Usb1M™M

Target investment size

Strategy: Support and catalyze nascent, but
high impact enterprises through a combination
of investment with capacity building or coaching
ions: High risk, often subsidized
Examples: Factor(e), Africa Enterprise Challenge
Fund, Accion Venture Lab, Grassroots Business

Fund
USD 100K
Underlying ...strengthen the market ...develop new mid market ...directly build new linkages
investments... and generally“rise the tide” infrastructure or technologies with smallholders

Direct connection with smallholders >
Low High

Figure AlFinancing facility categorisation (source: ISF 2017).
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Annex |: Overview of Agriculturerelated TA Facilities

Size of

Launch

Facility TA Manager Fund Manager Associated Funders Donors Year

Facility ¢m)

IFDCBoPInand

Dutch Ministry of Foreign

2Scale Independent ICRA N/A N/A N/A Affairs 2012
AgrifinAccelerate Independent MercyCorps N/A N/A N/A MasterCard Foundation 2016
Agro oo Independent TechnoServe N/A N/A N/A Ndtinet Fgundatlon, Deita 2010
Zimbabwe Corporation
Cocoa Challenge Fund IDH, Leonseil du Cafe-
(CCF) (IDH) Independent N/A IDH 5.0-8.0 N/A Cacao 2016
Malawi Innovations Independent MCIF N/A N/A N/A UNDP, DFfID, KfW 2014
Challenge Fund
Partners in Food General Mills, Cargill, DSN
. Independent TechnoServe N/A N/A N/A Buhler, Hershey, Ardent 2010
Solutions -
Mills, USAID
United States . .
International University  Independent USIU N/A N/A N/A gfdgd:t'l'(')f‘ MEEEVEEIES 00
(USIUGAME Center
Africa Enterprise Integrated N/A AGRA 265.0 Governmens of Australia, Canada, Denmark, N/A 2008
Challenge Fund (AECF) the NetherlandsSweden and the UK; CGAP;
IFAD
Africa Guarantee Fund Africa
(AGF) Integrated N/A Guarantee Eund 66.5 ADB, AECD, DANIDA N/A 2012
AgDevCo Integrated AgDevCo's SDU N/A 100.0 DfID N/A 2009
AgriVie | Integrated N/A AgriVie 100.0 Sanlam Privat&quity, other investors N/A 2008
'(“Ig“cb(‘)‘)s'“ess Booster | iegrated  N/A IcCCO 11.2 IcCCO N/A 2014
EIB, ProparcdlQ SIFEMVolksvermogen,
AgRIF (Incofin) Integrated N/A Incofin 71.0 ACVCSC Mete&KBC BaniBank fiir Kirche N/A 2016
und Caritas, VDK Spaarbaard Incofin IM
Alterfin Integrated N/A Alterfin 64.9 Cooperative society N/A 1994
Althelia Madagascar
Climate and Integrated N/A Althelia 50.0 United Nations’ Gr e e EIB, AfDB 2016
Conservation Fund
Arise (Norfund, FMO anc Integrated N/A Arise 660.0 Norfund, FMO and Rabobank N/A 2017

Rabobank)
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Size of

Facility TA Manager Fund Manager Associated Funders Donors LEUTE
. Year
Facility m)
Beira Agricultural Growth DfID, The Embassy of the Kingdom of the
Corridor (BAGC) Catalyti Integrated N/A AgDevCo 23.0 Netherlands and the Royal Norwegian N/A 2010
Fund (AgDevCo) Embassy
Business Partners Business
International Kenya SME Integrated N/A Partners 14.1 IFC, EIB, CDC, Sarona and EADB N/A 2007
Fund International
Business Partners Business
International Rwanda Integrated N/A Partners 7.2 IFC, Stichtin@OEN, REIC N/A 2012
SME Fund International
Business Partners Business o
International Southern Integrated N/A Partners 40.0 IFC, Proparco, FMO, Stichting DOEN, ATDB N/A 2012
- ; BUSINESS/PARTNERS

Africa SME Fund International
DOB Equity Integrated N/A DOB Equity 17.4/year Private funds N/A 1997
European Solidarity L
Financing Fund for Africe Integrated N/A égﬁ:gg Sidi 20.1 E:Jerggﬁ?;elvn;g;tr?::ttl?uindk (EIB) and the N/A 2011
(FEFISOL)

Factor(e) . .
Factor(e) Ventures Integrated N/A Ventures Not published  Shell Foundation N/A 2013
EZ‘EE" Venture Capital Integrated N/A Fainisi Capital  50.0 Norfund, Amani Capital Limited N/A 2009
Fund for Agricultural Sahel Capital Qfggf\gm;lrﬁﬂé\; B%\frligpm?;j;hatnhkeand
Finance in Nigeria Integrated N/A (Mauiritius) 66.0 - I N/A 2014
(FAFIN) Limited Federal Ministry of Agriculture and Rural

Development (FMARD)

GAFSP Private Sector Australia, Canada, Japan, the Netherlands, t
Window (IFC) Integrated N/A IFC 232.0 UnitedKingdom, and the United States N/A 2010
Global Gobal
Partnerships/Eleos Socie Integrated N/A . 5.0 Eleos Foundation, Global Partnerships N/A 2016

Partnerships
Venture Fund (SVF)
Grassroots Business Fur Integrated N/A N/A 49.0 N/A 2011
GroFin Africaund Integrated N/A GroFin 170.0 AFDB, EIB, Shell Foundation FMO, CDC, N/A 2008

Norfund, FISEA, IFC, GroFin

GroFin SGB Fund Integrated N/A GroFin 150.0 Shell Foundation, Federal Republic of N/A 2014

Germany (KfW), The Norwegian Investment
Fund for Developin@ountries, Norfund, and
the Dutch Good Growth Fund (DGGF), GroF
Risk Capital Facility, and GroFin MENA
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Size of Launch

Year

Facility TA Manager Fund Manager Associated Funders Donors
Facility m)

1&P Afrique et
Entrepreneurs (IPAE)
Injaro Agricultural Capita
Holdings Limited
Manocap Soros Fund Integrated N/A Manocap 5.0 Manocap, Soros Economic Development Fu N/A 2009
Mercy Corp's Social
Venture Fund
Nigeria Incentive Based Integrated N/A NIRSAL 320.0 Central Bank of Nigeria (CBN) N/A 2013
Risk Sharing System for

Agricultural Lending

Integrated N/A &P 61.4 DFls, private companies, and family offices N/A 2013

Integrated N/A Injaro 49.0 AGRA, CDC, FMO N/A 2009

Integrated N/A Mercy Corps 4.0 Family Foundation$iNW!Is, Mercy Corps N/A 2015

(NIRSAL)
Programme for Rural Integrated N/A AGRA 10.0 IFAD, Government of Kenya IFAD, Government of 2012
Outreach of Financial Kenya

Innovations and
Technologies (PROFIT)

OPIC, Mulago Foundation, Jasmine Social

Root Capital Integrated N/A N/A 106.0 Investments, and Peery Foundation, among N/A 1999
others

The TakeOff Facility for Grameen Crédit

Agricultural and Rural Integrated N/A Agricole AFD N/A 2013

Microfinance in Africa Foundation

Yunus Social Business  Integrated N/A Yunus Social 12.3 Individuals, foundations and family offices  Individuals, foundations 2011

Business and family dfices
, . . . . . Dow Chemical, Unilever,

Acu_men S TeChn'Cfi.l . Linked Acumen Acumen 115.0 WEILNE A Y| I 72108 e Barclays, Coe&ola and 2013

Assistance (TA) Initiative funders SAS
Rockefeller Foundation, the Bill and Melinda

Africa Agricultural Capita | . . . Gates Foundation, The Gatsby Charitable

(Pearl Capital) Linked PeariCapital Pearl Capital 25.0 Foundation, JP Morgan Chase Social Financ USAID 2011
and USAID

Africa Agriculture and Deutsche Asset

Trade Investment Fund  Linked CFC & Wealth 152.0 KFW, Deutsche Bank, Private investors AATIF investors; BMZ 2011

(AATIF) Management

African Agriculture Fund Managed by EC Italian Development

(AAF)(AAF SME Fund ar Linked _IFAD and Phatisa 246.0 DFlIsgovernments, IFI_s, deyelopment banks, CooperationAGRA and 2011

Technical Assistance implemented by funds of funds, and private investors UNIDO

Facility (TAF) TechnoServe

Boost Africa Linked Boost Africa Boost Africa 100.0 EIB, AfDB EIB, AfDB 2016
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Facility

Moringa Fund and

TA Manager

Moringa

Fund Manager

Moringa

Size of
Associated
Facility m)

Funders

Edmond de Rothschild Private Equity and Ol

Donors

French Facility for Global
Environment (FFEM), the
Investment and Support

Launch
Year

ﬁgg?sf?arﬁiryplceiﬁhm(?;m Hiled Partnership Partnership 84.0 International, among others Fund for Businesses in 2015
v Africa EISEA-AFD Group),
AfDB, CF@ndJICA
NISABA Impact . Not yet Bamboo . . . . .
Investment Fund Linked established Finance 50.0 Louis Drefyus Holdings Louis Drgfus Holdings Fundraising
Rabo Rural Fund Linked N/A Rabo 18.0 70% Rabobank, 30% Cordaid Rabobank 2011
Foundation
Development banks (IFC, EIB, KfwW, BIO, FN
PROPARCO and NMI), financial institutions
(Storebrand, BNP Paribas Fortis, Bank fir
Rural Impulse Fund II Linked Incofin Incofin 95.5 Kirche und Caritas, VDK Spaarbank, \Dies ~ AFD 2010
Erste SparinvesMicrofinanza and
Volksvermogen) and Belgian trade union AC
CSC Metea
Smallholder Finance ;o IDH FMO 50.0 FMO, IDH FMO, IDH 2015
Facility (SFF)
Match Maker Match Maker
. Fund Fund o .
SME Impact Fund Linked 11.0 Cordaid; Hivos Dutch Embassy in Tanzan 2012
Management Management
(MMFM) (MMFM)
Voxtra East Africa _ Norfund_, Gjen5|d|gest|f_telsen, Grieg _ Norwegian Agency for _
L Linked Voxtra Voxtra 18.0 International, and Kavlifondet, and private Development Cooperation 2011
Agribusiness Fund C
individuals (Norad)
Pearl Capital Target USD 25
Yield Uganda Investment Linked IFAD Partners million EU, IFAD, and the National Social Security EU 2016
Fund (currently USD Fund Uganda (NSSF)
Uganda -
12 million)
Agriculture Financing Unknown AgriFl AgriFl 227.8 European Commission European Commission 2016

Initiative (AgriFl)
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Annexlll: List ofPeoplelnterviewed

Nr Organisation INET[E) Position

1 |AGRA Ms. Hedwig Siewertsen Team Leader - Smallholder Financial Inclusion
2 |AGRA Mr. Ronald Ajengo Program Manager PROFIT

3 [IDH Mr. James Webb Senior Programme Manager Innovative Finance
4 |IDH Ms. Iris van der Velden Senior Manager Learning & Innovation

5 |IFC Ms. Tania Lozansky Regional Head of Advisory Services East Africa/P
6 |AfDB Ms. Atsuko Toda Director for Agricultural Finance & Rural Devt.

7 |AgDevCo Ms. Sandi Roberts Smallholder Development Unit (SDU)

8 |AgDevCo Mr. Chris Isaac Director Investments & Business Development
9 |FMO Mr. Andrew Shaw Senior Capacity Development Officer

10 |Root Capital Mr. Benjamin Schmerler Senior Director

11 |Technoserve Ms. Abigail Thomson Program Director TAF of AAF
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Annex|V: Listof Documents Reviewed

On Technical Assistance and TA Facilities

AAFT AF . (2017) . Five years of AAF' s Technical As s
Agribusiness investments in Africa (26€2017)

DCED, (Heinrich M.) (2014) Demonstrating Additionality in Private Sector Development InitiafRrasti&l
Exploration of Good Practice for Challenge Funds and otherSPastng Mechanisms

Enclude B.V. (2017)echnical Assistance and Capital Mod@lsneral Introduction.

Cornell University. (2016). Best Practices in Professional Training and Teé&ssistance (M. Maley and J.
Eckenrode)

ISF.(2014). Briefing 07. Technical Assistance for Smallholder Farmers: An anatomy of the market.

ISF. (2014). Briefing 08. Rethinking Technical Assistance to Unlock Smallholder Financing.

Marchland, Sarah. (2016Reflections on the effectiveness of TA provided by facilities linked with investment
funds Inclusive Business Hub. <http://www.inclusivebusinesshub.org/reflectorhe-effectivenessof-ta-
providedby-facilitieslinkedwith-investmentfunds/>

The Pradtioner Hub for Inclusive Business. (2017). Reflections on the Effectiveness of TA provided by Facilities
linked with Investment Funds (Sarah Marchand).

The Practitioner Hub for Inclusive Business. (2017). Insights from the Impact Programme: Using [Technica
Assistance to Build Impactful Businesses (Sarah Marchand).

The Practitioner Hub for Inclusive Business. (2017). More than Money: Mapping the Landscape of Advisory
Support for Inclusive Business, USAID review (Caroline Ashley and Aline Menden).

Businessinnovation Facility. (2012). The value of technical assistance in supporting inclusive business
Lessons learned to date.

On (blended) finance

African Trade Insurance Agency (ATI), Benjamin Mugisha. (2017). Q& 9 ELISNA Sy OSY t NB
Webina on Practical Credit Guarantees.

Credit Suisse, CDC, EMPEA, IFC and WWF. R0i&)e Equity and Emerging Markets Agribusiness: Building
Value Through Sustainability.

Development Initiatives (Tew, R. & Caio, C.). (2@lended Finance: Understandiitg potential Agenda for
2030.

Echoing Green & Enclug2017). Echoing Green Portfolio Segmentatidocelerating Capital to Fétrofit and
Hybrid enterprises.

Enclude(Gommans, C. & Korijn, A. et al.). (2016). The Missing Caraecting internationalapital markets
with sustainable landscape investmeritsull Report]

Enclude& IUCN NL (Mulder, G.). (2016). The Missing Byphthesis Report: Practical Steps to Mobilize Climate
and Landscape Finance at Scale.

Food and Agriculture Organization of thenitéd Nations- FAO (Miller, C., Richter, S., McNellis, P. and
Nomathemba, M.). (2010Rgricultural Investment Funds for Developing Countries.

Food and Agriculture Organization of the United NatienBAO (Miller, C. & Ono, T.). (2018yricultural
Investment Funds for Development. Comparative analysis and letesamed.

Global Impact Investing Network (GIIN). (20Bfnual Impact Investor Survey 207 Edition).

GuarantCo (s.a.Enabling long term infrastructure finance in local currency.

Initiative for Smallholder Finance (ISF). (20ITe Fund Manager Perspective: Moving the Needle on Inclusive
Agribusiness InvestmerBriefing 15.

International Bank for Reconstruction and Development /World Bank Group. (20k&)Impact of larger
scaleAgricultural Investments on Local Communities: Updated Voices from the Foeld.and Agriculture
Global Practice Paper 12. World Bank Group Report Number 1434B1

International Finance Corporation (IFC). (2012). Blended Finance BléR@ing DonoFunds for Impact.
International Finance Institution (IFI). (2013). Private Sector RoundtBifle Guidance for Using Investment
Concessional Finance in Private Sector Operations.
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- Overseas Development Institute ODI (Carter, P.). (20/8y subsidise therRate Sector? What donors are
trying to achieve, and what success looks like.

- OXFAM International & Eurodad (European Network on Debt and Development). (BOVAteFinance
Blending for Developmen©XFAM Briefing Paper February 2017.

- Rabo InternationbAdvisory Services (RIAS). (s@ases Lessons Learned.

- USAID. (2017Pevelopment Credit Authority: Putting Local Wealth to WBIA Overview. Presentation for
SEForALL Webinar.

- Various: prepared jointly by the African Development Bank, the Asianl@ewent Bank, the European Bank
for Reconstruction and Development, the European Investment Bank, theAmerican Development Bank,
the International Monetary Fund, and the World Bank. (201%yom Billions to Trillions: Transforming
Development Finarc Post2015 Financing for Development: Multilateral Development Fir@nce

- Wilson, Gavin. (20163. KSNBEQa | bPuHdp GNRAEtA2Yy RSGSt 2LIYSyWorldh y @dSa iy
Economic Forum.

- World Bank Group. (2016)\griculture Finance Suppdfacility Lessons Learned.

- World Economic Forum (WEF) & Organisation for Economic Cooperation and Development OECD. (2015).
Blended Finance volume A:Primer for Development Finance and Philanthropic Funders.

- World Economic Forum (WEF). Multilateral Depenent Bank (MDB)/International Finance Institution (IFI)
Working Group. (2017Blended Finance for Private Sector MDB/IFI OperatiBhase 1Draft. [Classified].

- World Economic Forum (WEF). (2017). International Finance InstitutionWitking Grop on Blended
Finance for Private Sector Operations. Draft Terms of Refel@iassified].

- World Economic Forum (WEF). (2017). International Finance Institution\tking Group on Blended
Finance Tools for Agriculture and Agribusiness. Draft terrRef@frence[Classified]
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