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Is impact investing:  

1) “Bad deals done by good people?”  

2) Impact-washing? 
(i.e., a way for financial institutions to improve their 
image without actually having to do anything different) 

3) A fad? 

4) At risk of crowding out philanthropy? 

5) Old wine in a new bottle? 

6) All of the above? 

How would 
you know? 



Example: Manos Campesinas, Guatemala 

Manos Campesinas 
founded to aggregate 
coffee from farmers in 

western highlands 

1st loan from Root: 
$70K 

2006 2007 …2016 1997 2008… 

2nd loan from Root: 
$190K 

3rd loan from Root: 
$640K 

12th loan from Root: 
$2M 

1,120 

2016 

$3.1M   enterprise revenue / yr 

$2.8M   payments to farmers / yr (3x growth since 2008) 

farmers (90% indigenous) 

Root provides financial training 





Net Assets 

Subordinated 
Debt 

Senior Debt 

Balance Sheet Lending Operation 

Costs Income 

Loan Interest 
& Fees 

Philanthropy 

Operating 
Costs 

Cost of Debt 

Loan 
Provisioning 2.5% Return to 

Noteholders 

Surplus 

Surplus 

Root Capital business model & capital structure 



Root Capital business model & capital structure 

Net Assets 

Subordinated 
Debt 

Senior Debt 

Balance Sheet Lending Operation 

Costs Income 

Loan Interest 
& Fees 

Philanthropy 

Operating 
Costs 

Cost of Debt 

Loan 
Provisioning 2.5% Return to 

Noteholders 

(Deficit) 

(Deficit) 



What is the business model for reaching high-impact 
enterprises that are not initially profitable to serve? 

Mid-sized growing 
businesses Scaled businesses 

Loss-making 

Loan portfolio covers costs 

$100K $500K $2M+ Loan 
size 

More expensive to serve,  
More risky, 
Generate less income… 
BUT HIGH IMPACT 



10-point Expected Impact Rating 

Social & Environmental Screen 
Identify businesses that are not damaging human or environmental health  

AND show signs of positive social or environmental impact 

Additionality 

Social Performance  

Poverty  

Env. Performance  

Env. Vulnerability  

Scale  

Expected 
Impact     

Rating 

Pre-Screening 

Low 
“Loans banks 

would have done” 

Med  
“Loans banks would  

not have done” 

High  
“Loans no-one else 
would have done” 



SIINC model aligns financial and impact incentives for 
social enterprises  

Impact Enterprise Investor Outcome payer 

Premium payments 
for social outcomes 

Verification of 
social outcomes 

Investment 

Repayment 

Information 

SIINC is an additional revenue stream for the impact enterprise, making it more attractive for 
investors so the enterprise can deepen impact while scaling and offering sufficient financial returns. 



SIINC model aligns financial and impact incentives for 
social enterprises (and impact investors) 

SIINC payments 

Verifier 

Outcome payer Loans 

Payments Crop 

Agricultural 
Businesses 

Smallholder farmers 

Impact Enterprise 

Investors 



Expected outputs and impact 

Enterprise growth Farmer payment 
growth 

Farmer network 
growth 

Additionality 

[+] 

Selection 
criteria 

Expected Impact 

40 loans ($12M) to 
30 businesses 

$30M in enterprise 
revenues  

$24M in payments to 
farmers 

10,500 farmers $3.6M in 
incremental income 
for farmers 



The Council on Smallholder Agricultural Finance (CSAF) is a pre-
competitive alliance of financial institutions that seeks to share 
learning and develop industry standards & best practices for a 
thriving, sustainable, and transparent market serving the financing 
needs of small- and medium-sized agricultural enterprises globally.  

Council on Smallholder Agricultural Finance (CSAF) 

CSAF Members & Affiliates 



Catalyzing a competitive marketplace 
for agricultural SME finance in Africa 



Impact investing needs philanthropy 

•  To keep us focused on the highest-impact investments – especially if they’re not 
the most profitable 

•  To blend their capital in ways that crowd in impact investors and commercial 
investors 

•  To demand clarity on the impact and economics of impact investing through: 

–  Better impact measurement and management 

–  Integration of impact management with financial management 

•  To support the costs incurred by the first-movers that transition to integrated 
impact and financial decision-making and performance management 





Appendix 
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SIINC Update 

•  Developed verification process for additionality and impact criteria 

•  Deep dive assessment conducted by Roots of Impact with process refinements introduced (e.g. 
enhanced training for loan officers) 

•  Established differentiated payment structure to incentivize smaller loans, higher additionality 
loans, and loans to gender inclusive businesses 

•  Loan officers have been briefed and are already sourcing pipeline of relevant transactions 

•  Secured management approval from IDB-MIF and providing inputs for board presentation in 
September 

•  Expect to close with IDB in Q4 and ready to launch now (with strong pipeline of high additionality 
loans for Central American harvest in Q4 2018) 
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Catalyzing a competitive marketplace 
for agricultural SME finance in Africa 



Agriculture is a leading source of employment & GDP in Africa 
but under-invested by private sector, government & donors  

1) “Figures of the week: Sub-Saharan Africa’s labor market in 2017”. Brookings. January 2017;  2) “70% of Africans make a living 
through agriculture, and technology could transform their world”. World Economic Forum. May 2016. 3) The World Bank – World 
Development Indicators (DataBank); 4) Feed Africa: Strategy For Agricultural Transformation In Africa 2016-2025. May 2016, Pg 
32.; 5) “Public expenditure in agriculture: trends, `black boxes’, and more”. IFPRI. Jan 2016.  

•  70% of Africans depend on agriculture for 
livelihoods 

•  Agriculture accounts for 18% of GDP in 
Africa and ~30% in Kenya, Rwanda, 
Tanzania, and Uganda 

Driving economic prosperity in Africa 
through agriculture… 

•  Minimal lending to agriculture sector 
    <5% of commercial lending in Africa 

•  Low gov’t expenditure in agriculture  
   Budget allocation <4% v. 10% CAADP target 

•  Foreign assistance focused on health & 
education (60%) with only 7% going to jobs & 
income 

•  Agricultural finance gap of $180B/year in 
Africa with largest share for SMEs  

…requires more investment from 
government, donors, and private sector 

“The primary underlying reason for 
this state of affairs is that the risk-
adjusted returns to capital are too low 
to justify commercial lending to 
agriculture when other opportunities 
exist.”  
              – Kenya Bankers Association 



Investing in SMEs along agricultural value chains will benefit 
smallholder farmers, create jobs & strengthen food security 
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…increase use 
of fertilizer & 
improved seed  

…boost 
productivity   

…reduce post-
harvest loss  

…reduce 
dependence on 
imports 

…improve 
nutrition through 
fortification 

Inputs Primary 
Production 

Post-Harvest Processing Distribution & 
Consumption 

Financing credit-constrained SMEs along agricultural value chains 
will… 

•  Higher & more stable farmer incomes 
•  Job creation  
•  Opportunities for women & youth 
•  Food security & nutrition 
•  Economic growth & resilience 



Prosper Africa envisions a future where thousands of SMEs form the backbone 
of a thriving agricultural sector that creates economic opportunities and drives 
food security & nutrition  across sub-Saharan Africa 

VISION 



Prosper Africa is a collaboration between sector leaders in 
agricultural finance 

The Global Development Incubator (GDI) is a nonprofit that builds startups, 
incubates partnerships, and strengthens existing organizations for social 
impact around the world. It has a focus in blended finance, smallholder 
finance, and social impact philanthropy. 

The Council on Smallholder Agricultural Finance (CSAF) is a pre-competitive 
alliance of 12 financial institutions that promote industry standards and best 
practices for a thriving and sustainable market serving the financing needs of 
agricultural SMEs globally. 

SPONSORING PARTNERS 

DESIGN + ANALYSIS PARTNERS 

Dalberg is a strategy and policy advisory firm. Its mission is to raise living 
standards in developing countries and mobilize effective responses to the 
world's most pressing issues. 

ISF is an advisory group committed to transforming rural economies by 
delivering partnerships and investment structures that promote financial 
inclusion for rural enterprises and smallholder farmers. 



Prosper Africa takes a differentiated approach to catalyzing 
a competitive agri-SME finance market 
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•  Leverage unprecedented lender financial 
performance data to inform targeted 
interventions 

•  Fills gap by focusing on SMEs in frontier 
markets requiring <$1M 

•  Coordinates technical assistance with 
financing through voucher model 

•  No set-up required for loan transactions 
•  Multi-lender approach promotes 

competitive marketplace 
•  Systems change vision for dynamic 

financial market supported by public 
investment at national level in stronger 
enabling environment 

•  Level playing field with market incentives 
to increase private sector agri-SME lending 

•  Generates pipeline for upmarket initiatives 
(AATIF, FAFINA, GAFSP)  

•  Aligned with value chain approaches 
(FTMA, IDH, PFS) 

•  Participation of leading global and local 
financial institutions with existing agri-SME 
portfolios 

•  Catalytic investments in innovative 
business models serving lower end of 
agri-SME market 

•  Data & learning platform paired with 3rd 
party evaluation and stakeholder 
engagement 

Approach Differentiation 



Prosper Africa will unlock private capital and propel SME 
growth and contribution to commercial value chains 

Year 1 Year 10 

Private Capital 
Int’l Incentive Capital 
Domestic Incentive Capital 

Year 10 Year 1 

Total Commercial Value Chain 
SME Commercial Value Chain 

$ $ 

Financial Services Capital Growth SME Commercial Value Chain Growth 

Illustrative 

Prosper Africa funds will increasingly 
leverage private capital as concessional 

funds transition to local actors  

5-10X 
Leverage 

20X 
Leverage 

SME contribution to commercial value 
chains will be a key driver propelling 
growth of food & agriculture sector 



Prosper Africa addresses barriers on the capital supply & 
demand sides for agricultural SME finance 

Incentive 
Payments 

Innovative  
Business Models 

First Loss 
1 

2 

4 

Prosper Africa 

MARKET EXPANSION 

INNOVATION 

TA Facility 

Data & Learning 

3 

5 

Address systemic market risks and expand lending to borrowers with 
limited credit history through a matching first-loss facility 

Provide operating cost support for lenders to reach high-impact 
but unprofitable and underserved segments 

Promote innovation to drive operational efficiency and financial 
sustainability for lending in high-impact but difficult-to-serve markets 

Expand addressable demand using a cost-sharing mechanism for 
SMEs to access financial & business management training 

Use data to optimize targeted subsidy and share learning to 
advance favorable policies for agri-SME finance 

ADVOCACY 



Recent financial benchmarking provides unprecedented 
insight into the economics of agricultural SME lenders 

Phase 1 
(complete) 

Phase 2 
(in progress) 

A financial benchmarking analysis of the portfolios of 
nine CSAF members to assess loan-level economics 
for different SME segments. Data covered 3,500+ 
loans totaling $2.3B for the period 2010-16 and 
included: 

•  Revenue of loans from interest income & fees 

•  Financial losses from write-offs 

•  Operating costs, including one-time and ongoing, 
direct and indirect costs 

Phase 2 will replicate Phase 1 with local lenders 
in East Africa to develop a more comprehensive 
view of lending economics in this market. Phase 2 
results are expected in October 2018. 

In addition, follow-on analyses from the Phase 1 
cohort will include: 

•  Customer lifetime value: enterprise growth and 
lender economics of multi-year lending 
relationships 

•  Technical assistance: costs and benefits of 
technical assistance for agri-SME lending 

•  CSAF additionality analysis: mapping CSAF 
lending to local lenders 



Loans above $1M tend to be profitable – but still higher risk 
than most bank lending 

(1) Net profit = Interest + Fees – credit losses – operating costs – currency losses – cost of funds 
(2) Logarithmic scale  
Source: CSAF lenders survey conducted between April – June, 2018 of 3,561 individual loan transactions; Dalberg analysis 
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Profitable 
Non-profitable 

Profitability 
Net profit1; percentage of CSAF loans in segment that are profitable, by loan size (USD thousands, log scale) 

Loan size ($k) 

N
et

 p
ro

fit
 ($

k)
2 

2% 13% 29% 64% 84% 

250 500 

% of loans in size class 
that were profitable 

(Overall = 42%) 89% 

2,000 



The data indicates that loans with one or more of five risk 
factors were less profitable due to three main issues 

Small loan 
sizes Africa New borrowers Loose value 

chains 
Longer term 

loans 

Low income 
(lower interest 

and fee 
revenue) 

High risk 
(more frequent 

and larger credit 
losses or 

provisions) 

High cost 
(higher 

operating costs) 

Higher 
origination 

costs 

Higher 
currency 
losses 

Lower interest 
income 

Higher proportion of impaired loans 

Higher origination and recovery 
costs 

Source: CSAF lenders survey conducted between April – June, 2018; Dalberg analysis 

Risk Factors 



While lending to new borrowers is unprofitable, many grow 
to become profitable clients – but are difficult to retain 

Modeled loan economics for sequence of loans to same 
borrower1 

USD thousands, based on typical working capital loans in 
dataset 

(1) Calculated based on averaging each individual metric across all loans in a given dataset; all analysis with this title utilize 
the same methodology (but with potentially different datasets depending on segmentation) 
Source: CSAF lenders survey conducted between April – June, 2018; Dalberg analysis 

Net Profit Net Profit Net Profit 

-$8K 

-$26K 

+$2K 

First-time loan 
(Yr 1): $300K 

Renewal loan  
(Yr 3): $450K 

Renewal loan  
(Yr 5): $700K 

Implications: 
•  Reduced cost to serve, lower risk, and a larger 

balance can lift profitability  
•  This lending growth occurs alongside revenue 

growth that means more payments to farmers 
and more jobs created 

•  However, in later stage the borrower becomes 
more attractive to other lenders so the original 
lender may not capture these gains 

•  Thus, support to the lender for the initial loans is 
still critical to unlocking enterprise growth & 
impact 

One lender’s data reveals that 50% of 
borrowers are still borrowing 5 years later, with 
growth of ~25%/yr   (i.e. 2.4x in five year 
revenues) 

Enterprise growth trajectory 



Frontier loans 

Growth loans 
Traditional loans 

The risk factors split across three categories of loans 

$10k 

$5M 

$2M 

$500k 

$100k 

Existing Market 
(e.g., current borrowers, 
tight value chains) 

Risk Factors 

Frontier Markets 
(e.g., new borrowers,  
loose value chains) 

Loan categories based on risk factors 

Loan size, USD 

Frontier loans (1st priority) 
•  Not profitable to serve today due to 

operating costs & systemic risk 
•  Businesses have growth potential and 

market segment could become 
profitable in time 

•  Critical to inclusive agricultural 
transformation 

Growth loans (2nd priority) 
•  Can be served profitably IF systemic 

risks of under-developed markets are 
covered 

Traditional loans 
•  Can be served profitably but higher 

systemic risks (e.g., weak infrastructure, 
extreme weather, price volatility) than 
other sectors 

•  Stronger enabling environment required 
for market to thrive 

C 

B 

A 

A 

B 
C 



Category Objective Barrier Proposed Solution 

Frontier 
loans 

Expand market 
and generate 
competition 

•  Systemic Risk 1st loss to increase risk appetite 

•  Cost to Serve (short-
term) 

Market incentive for high-impact, 
low-margin lending 

•  Borrower readiness 
(short-term) 

Financial and business management 
technical assistance  

•  Cost to Serve 
(medium-term) 

Invest in SME finance models that 
can sustainably serve $50k-$500k 
segment 

Growth 
loans 

De-risk and 
scale lending 

•  Systemic Risk 1st loss to increase risk appetite 

Traditional 
loans 

Thriving, 
competitive 
market 

•  Enabling 
Environment 

Share data & learning to promote 
favorable policies for agri-SME 
lending 

Prosper Africa proposes multi-pronged solutions to address 
priority “Frontier” and “Growth” segments 

A 

B 

C 

1 

2 

4 

3 

5 

1 


