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PRESENTATION

Kurt Dassel:

This morning we’ll be talking about some research that Harvey has led over the

last year on overcoming barriers to scale to reaching the poor. Harvey, as I said, led
this work and is closest to it, so in a moment I'm going to pass it to him. But before
doing that I just want to set a little bit of the context for his talk and for our talk this

morning.

Over the last five years or so there’s been a lot of excitement in this theme that I
think we as a field haven’t really settled on what we're calling it yet. Some call it
inclusive businesses, some call it market-based solutions, others, impact enterprises.
But basically it’s an enterprise that is commercially viable that is doing something
that serves poor communities and is capable of scaling. And the reasons for the
excitement are pretty clear, you know, once you sort of inject some capital into this
enterprise and get it going, once it’s up and running it can carry on by itself. Right?
You don’t need to keep infusing it with more and more donor money. And ideally
it’s scaling as well, so if we can get enough of these things going, you know, we can

really move the meter and affect change and reduce poverty, alleviate poverty around

the world.

So its exciting stuff, and we as a firm have been very excited about it and big
proponents of this approach to development. Now that said, one could have some
skepticism about how much impact these enterprises have had; you know, has reality
really reached the hype? And we've certainly done some research ourselves into this
as well, and I’'m looking at — I want to talk to some data on slide 6 here. This is data
from a few years ago — not from Harvey’s most recent work, but from a few years
ago, where our teams went out in the field and we tried to identify some of these

impact enterprises.



The chart on the left, you can see that we went out and we interviewed a lot of
enterprise and we found about 440 or so companies that we found had some
promise, and you know, by this it’s not a real kind of rigorous definition; it’s our
impression that this is an operation that has some ambition to scale, it’s doing
something pretty constructive, it’s not just a grocery store or a vegetable stand or
something like that i¢’s a real going concern. Of those 440 or so about 140 were
commercially viable, okay? So most of them were not even commercially viable.
And of those only 59 were at scale by our definition. So, you know, that is not a
huge number. So while there is certainly promise here, so far we haven’t really had

the kind of impact that I think we’ve all hoped these sorts of enterprises would have.

On the right side of this chart is just some survey data of impact investors where it
indicates something I think we’re all aware of, is that one frustration impact
investors have is they’re looking for deals, they’re looking for impact enterprises in
which to invest, is they really have trouble deploying all their capital. Right? They
can’t find enough deals at scale that make sense and seem like they’re going to have
both the social impact and the financial return that’s sort of attractive enough to the

investors to get them to make those investments.

And so again, it’s difficult to find a lot of these enterprises that are really kind of
having that impact on the market. Now this is actually pretty important; it’s not
just that there are some wealthy individuals or wealthy institutions that are a little
frustrated ‘because they can’t deploy their capital. That’s not necessarily something
we should be concerned about. But the problem is what we have is a situation
where we have, relatively speaking, a lot of money going after a few deals. Right?
So a lot of money chasing a few deals. And if you think about it, we actually have a
term for this sort of thing, right? This is what we call an asset bubble, right? So if
you think back to 2008 and the housing bubble, what we had is a lot of money
chasing a relatively small number of houses, and so the price of houses went up,
right? If you think back to 2001, we had a lot of money chasing a relatively few
number of dot-com companies, so the price on the dot-com companies went way

up, righe?

So these are bubbles, and what tends to happen with bubbles is they burst and they
burst in unpredictable and unpleasant ways. And so the question has to be is do we

have an impact enterprise bubble right now? Are we facing a situation where



investors will chase these deals, will get a bubble, and eventually it’ll burst. I mean
it’s not too difficult to imagine what the impact investors are going to say is, you
know, “That was a great idea, but unfortunately it’s just not working out and I can’t
geta social return, I can’t geta financial return, so I'm just not going to invest in

this asset class anymore.”

So that’s the fear, right? Because if that happens then we as a kind of economic
development community have missed the chance to deploy a lot of capital in ways
that could really help a lot of poor people around the world, and that would
obviously be a huge thing. Hence our interest in how do we scale up — how can we
scale up more of these sorts of impact enterprises or market-based solutions. This is

kind of an important question at the moment.

And now I'm talking to slide 5 in the deck. Historically we as a firm have argued
that in order to scale it’s really important to pay attention to the business model.
Right? Lots of different things matter: the team matters, idea matters, the product
matters, all this sort of stuff, capital matters. But that kind of underappreciated and
yet really important thing is the business model, right? So how are you going to
make your product, who are you going to sell it to, what market segments, what
kind of messaging and marketing are you going to have around that to those
segments, how are you going to distribute your product like, how are you going to
do this? There’s lots and lots of different ways to produce and sell and distribute
your goods, and figuring out how to do that, figuring out what the business model
is, that’s really important, ‘cause if you don’t get that right you could have the
coolest idea, you could have the best technology, but it’s just going to sit on the shelf
and not go anywhere. We have lots and lots of examples of very cool, very
productive technologies that have been deployed in the developed world that are not
getting deployed in the developing world, and often this has to do with a business

model that just doesn’t quite work in that environment.

So historically we paid a lot of attention to business models. That said, we’ve always
recognized that there’s something about the business environment around that
business model that matters a lot. It’s not as though there’s just sort of certain
business models that work in all times and all cases and it’s just a question of, you
know, picking the right one off the shelf. There’s kind of an interplay between the

business model and the environment in which it sits. And to some extent the



Harvey Kob:

business model solves for certain deficiencies in that environment and hence it
works. So it’s often about fitting the business — seems to be about fitting the

business model to the environment.

So we have always wanted to kind of dig into this environment and come to
understand it better and understand the interplay between the business model and
the environment, and that is something that Harvey and his team have been doing
over the course of the last year. So we think kind of in combination of
understanding business models, understanding the business environment and how
to overcome barriers of scaling in the environment will hopefully help us push along
the way to understanding how to scale these impact enterprises, so hopefully we can

avoid an impact bubble if in fact we do have one.

So with that context setting let me pass it to my colleague, Harvey, who will talk
about the research that he and his team have been doing over the past year or so.
And it looks like he’s going to start off by talking about the four stages of pioneer

firm development. Harvey.

And so when we spoke to impact investors, the people that Kurt was describing
there, you know, part of the reason why they can’t find deals is because they’re
looking all the way on the right-hand side, right? So we spoke to investors, they
said, “We want to find enterprises that have already achieved breakeven, they’re
already scaling, you know, they’re low-risk, but confident they can achieve their
plans and don’t want to put money in and get them to scale.” Hardly anyone was
investing earlier on in these difficult stages, especially validate and prepare. And so
part of what we did was call out this what call the “pioneer gap,” right? Recognizing
that firms that are pioneering new models take on — shoulder this disproportionate
risk in terms of proving out that model, and so what we need to do is direct more
support and in particular more risk-tolerant, more flexible, more patient capital to
those who are pioneering models. So that’s part of what we did. And the
conversations actually developed I think are in over the last two years and we're
seeing a lot more activity now in this pioneer gap, accelerators, funding coming in to

fill that gap.



But a lot of what we've seen is still at the level of the enterprise, righ? And, you
know, I guess we're partly to blame for that because we said let’s look at the pioneer
firm and kind of focus our resources on the pioneer firm, because they’re kind of
pioneering a model. But what's interesting for us when we reflect on the actual
stories of scale that we’ve seen and that we've been working on in India and Africa is
not all the barriers to scale are at the level of the firm, right? So you've clearly got
barriers of scale at the level of the firm; you’ve got, you know, lack of investment,
lack of capacity, lack of leadership, lack of the right know-how, technical skills, all of

those things on the level of the enterprise.

But then you look at it further and you say, well, okay, actually there could be
barriers outside of that, right? There could be gaps in the value chain; they don’t
have the inputs they need, they don’t have the distribution they need, they don’t
have the financing that they need. The customers don’t have the financing that they
need. So all of these things are gaps in the value chain or linkages that are broken in
the value chain that could really inhibit growth. All right? So you could operate in
a very small area and do perfectly well, but you can’t go much further because of

those gaps.

But then we thought actually there are some issues beyond that, right? And that’s
when we got to their public goods. So one of the biggest barriers that we see with
new models growing is just a lack of information and know-how in terms of how to
expand, where to expand, where the opportunities are. There are gaps in terms of
standards, quality standards in the market, the disadvantage of new models. There
could be gaps in terms of awareness, so, you know, are customers aware that there
are these beneficial products that they could buy and that are good for them, that are
worth buying? As well as all the usual ones around kind of physical infrastructure,
like the usual things we think about in terms of public good. So there are a whole

bunch of public goods gaps that may be barriers to scale.

And then finally we thought actually there’s a bunch of barriers that sit at the level
of official institutions, government regulation and policy, and that could be
regulations that are inhibitory to new models, they could be tax and subsidy regimes
that are, you know, disadvantaged new models, they could be political interventions
of various sorts that may not be systematic, but which may get in the way of new

models. And when we looked at this we thought actually this is so interesting



because if you ask a lot of people who are in this space now who maybe have come
in through the impact investing lens or who may be, you know, donors or
foundations working in this space, a disproportionate amount of the focus is on the
enterprise. Right? And we think if we want to get them to scale that’s where we
invest surely. And we’re saying that’s completely right, but we also need to think
about the other barriers of scale outside the enterprise and think about what we're

doing against those.

And so for the past year we've been working on a research study, trying to
understand what these barriers of scale are, how they actually play out in the lives of
these innovative business models. But then more importantly, what can we do
about them? You know, if these exist what are the actions that we can take as
funders, as entimetries, as investors, as governments to actually work with

enterprises and alongside enterprises to remove some of those barriers to scale.

Two things; I'm going to talk to through a couple of case studies, but before I do
that 'm going to say two things. One is thank you to USAID, who have been a
part funder of this — hi, Rob — together with seven other agencies and foundations,
and they provided both funding, but also access to data and expertise, which has
been really helpful. But also the second thing is we’re not quite ready with this yet.
So this is as advertised, a sneak preview. We're only going to publish probably at
the end of March, so if anyone’s interested in the report just give me your card and
we'll make sure we put you on the mailing list. So we're kind of limited in terms of
how much detail we can go into each of the cases today, but we’ll certainly be able
to share the high-level descriptions and insights. So that’s just a little caveat for you

before we dive in.

So the first case we’re going to talk about, and they’re very, very different cases, you
know, was engaging consumers, poor consumers, and the other is engaging
corporate uses. So the first one is about engaging poor consumers. They’re both in
East Africa; this one is in Tanzania. Some of you will know about mobile money
and the experience of M-Pesa, in particular in Kenya, which is kind of widely hailed
as this very, you know, successful, beneficial, easy-to-use, widely-scaled product that
allows the poor, or anyone really, but especially the poor, to send money easily, you

know, to send remittances, to make payments, to save your postings when



they might not be able to do that easily with other methods, like using a bank or

using a post office or just sending cash.

So what we found interesting was that the real interesting story for us in mobile
money wasn’t in Kenya, which is what everyone talks about, where M-Pesa is hugely
successful, launched by Safaricom. What's interesting when you look at Tanzania,
which launched M-Pesa a year later, so April 2008, Vodacom Tanzania, which is the
sister company to Safaricom in Kenya, part of the Vodafone Group, launched M-
Pesa. So the same technology, the same business model, they even took the same
marketing campaign and said, you know, “The Send Money Home campaign, that
worked really well in Kenya, let’s use that in Tanzania.” What's funny is that it
didn’t take off, right? So the first year saw very disappointing enrollments and
usage. After 14 months there were just under 300,000 registered users in Tanzania.
After the same time in Kenya it had nearly 3 million customers, so very, very

different performance and they have roughly the same population.

So we thought this is quite interesting. What's different, right? So we looked at the
two countries and we thought they’re neighboring countries, they’re both in East
Africa, but they’re very different. They’re similar sized, but the population in
Tanzania is much more scattered geographically, they’re much less knowledgeable
and aware and sophisticated about financial services products. There’s lower mobile
phone penetration in Tanzania than there is in Kenya. There’s a lower density of
bank branches. And also there was a weaker remittance culture, right? So part of
the reason the Send Money Home campaign didn’t work is because in Tanzania
people don’t have as established a practice of sending money home, or rather
sending money home using an intermediary, you know. There’s a whole culture of
if you’re going to send money home you take the money home and you give it to
them in person, you know, ‘cause that’s polite to do. You don’t send it on a bus,
which is what people would do in Kenya, and for which M-Pesa was a perfect
substitute. So all those differences really came out when you compared the two

countries.

Bur also the sectors are very different. The telecoms in Tanzania is very different
from telecoms in Kenya, as those of you who know it and who have been there will
know. So it’s a very competitive mobile telecoms industry, so unlike Kenya, where

Safaricom has over 80-percent market share, Vodacom has about 50-percent market
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share and there are three other pretty significant players in Tanzania. So much more

competitive.

And then the channel structure. So the channels, the agents through whom the
mobile companies get their products to market are also settled very different in
Tanzania versus Kenya. So in Kenya Safaricom, who are the leading player, deal
with 1,000 super-agents to get their products to market. In Tanzania the 4 mobile
companies deal with 6 super-agents to get their products to market. So a very
different dynamic and level of market power in that country versus in the two
countries. So there’s just a lot of changes in the way that they approach the

business.

In terms of values to scale I'll just lay this out using the framework that we have.
When the mobile money model started in Tanzania obviously there were gaps in the
value chain, right? You're trying to sell a new product, distribution for the product
doesn’t exist. Sure there’s a network of airtime resellers that you could recruit from
and retrain and equip them to do mobile money, but they’re not there yet, so you
need to kind of build that channel, especially to rural markets, which are generally
hard to reach with these technologies. And even when you do build the models
there’s a question of financing, right? I mean this is not the same as selling airtime,
right? If people use mobile money in the rural areas they need to be able to cash in
and cash out of the agent; that means agents need to carry cash, agents need to have
balances on their own mobile money accounts to be able to transact, so you need to

think about filling those gaps.

There’s also a huge public good barrier, right? Because you're trying to launch a
new model and a new product in a country which has never used this product
before, where there’s generally a low level of awareness of financial services of any
kind, never mind an innovative mobile money service that you’re trying to sell them.

So you need to deal with that gap as well.

And then we thought at the level of government there was a potential barrier that
had to be addressed, because this was a new, innovative model that was outside the
banking system and there was a risk. The regulator would say — the Bank of

Tanzania would say actually, you know, “This is not allowed. You can’t do this.
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This is risky and we’re not going to allow the model to operate up to scale.” So
potentially the legal and regulatory framework could have been inhibitory towards

the new model.

So what happened? A few things. So one of them was the model itself had to evolve
because of these barriers that were in place. This diagram here shows essentially the
model that was inherited from Kenya, so you’ve got the mobile network operator on
the left. If you look at the diagram, they deal with super-agents who then have a
network of agents who then serve the customer. The agents would, you know,
enroll the customer, do cash in/cash out transactions with them, right? So that
would be the main role that they would play. And in Safaricom in Kenya this is
pretty straightforward because, you know, Safaricom said, you know, “Look, there
are 1,000 of you, there’s one of me, you're going to do this, right? And I'm going to
train you up, I'm going to give you the resources, but you are going to do this.” In
Tanzania, with 4 mobile companies and 6 super-agents you couldn’t quite do that.
And so what they found was that the super-agents actually weren’t coming onboard
fast enough. You know, so part of the reason the growth was slow was because
super-agents weren’t taking up the new product and they weren’t pushing it down

to their agents and they weren’t involving customers.

So they took a different approach, they said, “Let’s cut the super-agents out,” all
right? “They’ll still be in the chain, but we need someone else to work alongside
them,” and they called these people aggregators. They set up a new kind of entity in
the value chain who would be partnered with the bank. Aggregators would go out
and map resellers in the rural areas, figure out who could be recruited to in their
time to be an M-Pesa agent. Recruit them, train them, get them in place to sell
mobile money, and then tie it with a banking partner who will then provide
liquidity for them to have e-floats — to have a balance in the mobile money account

so that they could transact with customers in the regional rural areas.

And so that was really the key to them recruiting many more agents and rolling
many more customers and actually getting the model to grow. And I think this is
almost the kind of purest sense of what a scaling barrier is, right? Because it’s not
that M-Pesa couldn’t operate at a small scale using the old model; they just couldn’t

grow. Right? And so the model adapration was essential to get it to scale.
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Now this was the industry timeline of mobile money in Tanzania, so it starts about
2007, where the Bank of Tanzania starts thinking about electronic-based schemes
because some of the companies are interested. It then gives permission to Vodacom
to establish the new business; Vodacom begins building out the network. In 2010 is
when Vodacom decides it’s going to change the model and bring in the aggregators
to help the model scale, and also change the marketing campaign. So from Send
Money Home it changed it to actually you can use this for a whole range of other
reasons, like paying bills, you know, making insurance payments, paying school fees,

using it for all those other applications.

And when you look at it this way you think, “Well, yeah, this is great, but this is
another corporate-led scale-up story, a little different from Kenya because, you
know, it’s in a much more competitive environment, but it’s still led by corporates.”
But to look at it this way kind of ignores I think two big parts to the story, right? So
one is that in terms of changing the model and building awareness and building the
value chain, one of the differences, again, between Kenya and Tanzania is that if
you’re not the big player in telecoms, right, you're the biggest player, but you don’t
control the market, you don’t have the lion’s share of the market, there’s a real
chance that as a first mover you’ll be disadvantaged by making all the early
investments, right? So if you put all the money in to build the agent network, you
put all the money in to educate consumers about this new product and it works, all
the other three players are going to be coming in and, you know, stealing your
lunch. So how do you get over that disincentive to invest when there are these huge

barriers?

And the solution in this case was that external facilitators came in and said, “This is
really important from an impact point of view and we’re going to help break the
deadlock.” So the Gates Foundation and GSMA, who were the global industry
association for mobile network operators came in and said, “We're going to give
grants to Vodacom to do these two things: educate the customer and make them
aware” — so this was the public goods barrier we talked about, and also build a value
chain, right? Because obviously they will benefit from it, but then other people will
also kind of ride on those. Anyone who has been to Tanzania will notice that if you
go to a mobile phone shop there are always four logos in front of the shop, right? So
the operators say you have to be exclusive, but actually what they do is each operator
has four different books, and depending on which one you want, they pull out a

different book. So they’re exclusive; they’ve got four businesses, but actually all the
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same counter. So in my kind of environment, you know, it’s very easy for other
people to come in and ride on the channel infrastructure that you’ve built. So for
Gates to come in and GSMA to come in and build that infrastructure through

Vodacom allowed other people then to kind of ride on that infrastructure.

The other piece that was done, which I guess isn’t so clear from just looking at the
industry timeline, is you see, well the regulator just, you know, was very progressive.
And it’s true that actually in 2007 the regulator of the BOT actually was open to
these new systems, they’re very concerned about financial inclusion in the rural areas
because there have been lots of bank  closures in the rural areas. But what'’s
interesting is that, you know, policies never develop in a vacuum, right? And so the
BOT actually drew on a whole range of resources from facilitators to help them
develop policy. So there’s actually a whole timeline of different actions that facilities
have taken, so, you know, non-profits, like the FSDT and ThinScope did these
surveys to understand financial exclusion in Tanzania, provided that as data to the

BOT to help them inform policy.

AFI, the Alliance of Financial Inclusion, took the BOT on a sunny tour to the
Philippines in 2008, ‘because there were some early models that had been running
in Philippines, and mobile money said, you know, “Look at these models. Think
about how this might work in Tanzania.” FSDT is a local trust in — a local non-
profit in Dar es Salaam, organized the first financial inclusion conference in 2010,
talked about mobile money. Gates then came in and sent experts in to speak to
Vodacom and the BOT about mobile money solutions. And even in 2012, you
know, AFI continued to help the BOT by providing this working group that they
could get feedback on draft regulations and so on. And so there’s this whole kind of
hidden story behind the scenes of facilities working with government with the

company to really make this happen.

The results, a scaled industry. So mobile money penetration in Tanzania is now
higher as a proportion of the subscriber base than in Kenya. You’'ll see in the chart
on the left that it’s not just one company that’s nominated; of course Player A, and
you can guess who that is, has scaled quite significantly, but actually in recent years
) . LRl
you’ve seen other people come in and actually grow that market as well, so it’s

actually competitive. As a result of competition costs to transact are lower in
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Tanzania. So they're two-thirds lower in Tanzania than in Kenya, and we think that

is a direct result of competition in this space.

I think what’s interesting is that if you look at the interventions that were done, you
know, at the surface, you know, something like the Gates grant was given to one
company, but the effect of it has been to lift up the whole industry and remove
barriers from the whole industry, and we think that’s the essence of what we’re

calling market or industry facilitation.

Key findings. So these are kind of four themes that we found really across all the
cases that we've looked at. So let me just talk it through in the case of mobile
money. The first is you still have to get the model right. So even though we’re sad,
i’s not all about the firm, it’s not all about the enterprise; you've got to think about
the system and, you know, scaling back because of the ecosystem. You still have to
get them all right, and the first thing that they had to fix was change the model, you
know, don’t go through the existing channel structure, bring in new aggregators,
work in a different way, change your marketing campaign. You've still got to get
the model right. But often that’s not enough, right? So without the efforts of
facilitators like Gates coming in and saying we’re going to break the deadlock
around investment in public goods and value chain, without FSDT and Gates
coming in and saying we’re going to help the BOT, you know, inform their

development policy, we probably would not have seen the industry scale the way it

has.

The third piece is leadership. And I bring this up because at the level of single
enterprises and technologies and products and firms we are very accustomed to
thinking about leadership, but often when we step up to the level of systems and
industries we stop seeing that, which is quite strange, because actually all these
industries are, they’re agglomerations of firms, right? And so if we look at the story
we see individuals like the people at Vodacom for sure, so those are the people we
know about, the Nick Hughes and Michael Joseph, came over from Safaricom to
help start the model in Tanzania. People at Vodacom in Tanzania, but also people
in the regulator, right. So the regulator, the chairman of the Bank of Tanzania, you
know, took a very progressive view towards financial inclusion, really championed
the adoption of this model, and supported regulation of the model. People like

Ignacio Mas and Daniel Radcliffe of Gates played a leading role on the ground in

15



Tanzania over a period of years really to kind of make this thing happen. And the
role that we see here is really innovative — committed, innovative leadership. You
know, individuals are committed, not just to trying out new things, but to really
making them happen over a period of time and betting on making those things

happen.

And the final thing is money, right? So all these things cost money. Obviously the
direct facilitation on the ground, you know, took a number of years and a lot of
concerted effort to make that happen. But also the $5 million investment that Gates
and GSMA put into Vodacom to deal with public goods and value chain barriers
also, you know, broke the deadlock. Now what’s interesting is that Vodacom has
ended up putting in about $20 million to $25 million investment over the $5
million grant, so it’s not as though the grant moneys built the industry, but we think

that it broke the deadlock and managed to be catalytic in development.

So let me go on. [ think we’ll probably save questions for the end. Does that make

sense, Jeanne?

So the next case we're going to talk about, and this is very different, so this is about
engaging small holders. This is poor producers in innovative models, and this is
about Kenya and small holder tea. And this is a much, much longer story. So this
story actually started in the 1950s, and this is the reason we got interested in small
holder tea. If you look at what tea farmers get for the green leaf that they produce
per kilo, Kenyan farmers get $0.53 on the kilo, and you can see what farmers in the
other countries get. So there’s a massive, massive difference between them and the
neighboring countries. So we thought, why is that? The story actually starts in the
‘50s, there’s this company called the Kenyan Tea Development Authority, KTDA,
which established in 1964, following a government plan to really expand small
holder tea growing. It’s grown over the decades and in 2000 it was privatized and
it’s now owned by the small holders. It started life as peristatal as now owned by

small holders to provide the green leaf.

Very briefly, this is the model, so this is a classic contract farming model, for those
of you who are familiar with these models in agriculture. So small holders sell green

leaf to the factory, they get inputs and credit from the company, the company
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processes the leaf, sells it to buyers and passes the earnings back to the small holders.
And usually for these kinds of models, especially for a peristatal, what's interesting
about KTDA is that it engaged commercial tea companies to come in and manage
the factories and the marketing activities for the first ten years of its operation and

then it transitioned to managing them in-house.

Barriers, so many, right? So if you look at tea in the 1950s for small holders in
Kenya, farmers weren’t planting tea, they didn’t know how to plant tea, there were
no tea bushes in the ground, there were no roads to supply the tea, there were no
factories, nothing. Right? So I won’t go through all these in detail, but, you know,
lack of capital, lack of skills, you know, there’s no credit to get them to buy inputs,
there were no channels of sourcing, didn’t know how to plant tea, there
were fewer tea varieties. So lots of different barriers. I mean the only thing that
wasn’t a barrier was government, because government was right behind the

initiative, right? But everything else was a barrier.

And so what’s interesting is that you had these two complementary efforts that were
driven through the ‘60s and 70s to solve this problem, one was facilitation, which
we've talked about. So mainly government agencies and peristatals, so KITDA, the
ministry of agriculture, the ministry of works, the team research institute worked
together to do research, develop new varieties, do extension services, all the things
that we think about normally when we think about small holders and ag, all the way

down to kind of building roads and guaranteeing loans so that we could get the

capital into KTDA.

But I think what's interesting about the story isn’t the facilitation, which is what 1
thought was interesting about mobile money, is actually the enterprise. All righe?

So what was unusual about KTDA when you compare it to lots of other state
sponsored activities in agriculture, especially in the ‘60s and “70s, was that it was
very private sector in its orientation; it engaged commercial tea companies to come
in and manage the factories, ‘cause they realized they couldn’t do them itself. It put
a lot of effort in thinking about how you create an aggregation network to buy green
leaf. It brought into very strict quality standards, so the little picture you see there is
the little mantra of “two leaves and a bud,” that’s the kind of gold standard for
quality in picking green leaf, and they wouldn’t buy anything that didn’t meet those

standards. A very, very I would say religious commitment to a level of quality and
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enforcing that all the way up and down the value chain and of course, you know,

making sure that they could sell it at a good price at auction.

Results speak for themselves. 1 think we all dream of charts that look like this for
the companies that we’re involved in. But, and this shows them to 1990 because
that was kind of the pre-privatization phase, but I'm happy to report that they
continue to do well since then. So they had 200,000 in 1990, or just over; they’re
now nearly at 600,000 small holders, and one of the largest exporters of tea —

second-largest exporter of tea in the world.

I won’t go into this in detail ‘cause I think Kurt’s telling me I’'m nearly out of time,
but one of the things that we do explore a little bit in the report when we publish is
this comparison between how KTDA has done and what other similar state-
sponsored activities in ag have done. So we've compared it against Kenyan small
holder coffee and also Tanzanian tea, which started around the same time. But as
you can see from the chart, they haven’t had quite the level of success that Kenyan

tea has. In fact, Kenyan tea is a huge outlier in terms of performance.

And when we look at the reasons for that outperformance it’s pretty much the same
themes, right? So the first one is we got the model right. One of the things that we
see consistently across lots of kind of state-sponsored initiatives, especially in
agriculture, is there’s a whole focus on facilitation, but not on the enterprise, right?
There might be an emphasis on giving small holders ownership, but not on the
model itself or who’s going to manage the model. And what we see, interestingly, in
the case of KTDA is there’s a lot of effort put into designing the right model,
bringing in the right people to run it, who in the first ten years were not the
company themselves, but someone outsourced, commercial tea companies. They
didn’t really worry about giving ownership to the tea small holders for 36 years, so
it’s a peristatal for 36 years and then they got to this question of ownership, which I

think is quite interesting.

So they got the model right. And everything about the model was focused not on
serving the grower, but on serving the customer, which I think is also an interesting
distinction here, ‘cause I think often when we think about, you know, unlikely cases

serving the poor consumer, where the beneficiary is your customer and so you focus
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[End of Audio]

always on them, in this case you’re kind of looking in both directions, right, and
you’re thinking let’s benefit the small holder, but we've got to serve, because it’s so
easy to get distracted and say, “Actually we're all about serving the small holder,” but

actually the key to growth, as we all know in business, is serving the customer.

The helps. Obviously there are so many barriers. There’s a construction
knowledge for ITs of tea, value chain, all those had to be plugged in order for this to
work. It takes leadership, so there is a noted researcher of KIDA who has coined a
really cool term, I think; he says there are “positive deviants” in the system. The
history of KTDA is a history of positive deviants, civil servants who have bucked the
trend and said, “Actually we want local small holders to start growing this new stuff,
but no one’s doing it.” There were leaders within KTDA who said “Actually we
don’t need these commercial companies running it; after ten years we can do it
ourselves and we're going to prove it.” People within the early investors, so CDC
and the World Bank have said “This is a huge risk, but we’re going to take it and
prove that this can work.” All the way up to, you know, governments and senior
administers who got involved. So I think also in this case we see the role of
individuals who kind of buck the trend, seize on innovation, and then committed to

seeing it happen, and that’s led to success.

The final thing is it takes money. So if you look, particularly when you look at this
across the cases of Kenyan coffee and Tanzanian tea, you’'ll see that a lot more
money has gone into this sector than the others, right, so money does make a
difference. It’s a blend of money, so it’s not all hard commercial capital; some of it
was grant, including some from USAID and some that was also soft loan. Most of it

was soft loan actually to the companies to get this thing to scale.

So I'm going to stop there.
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QUESTIONS AND ANSWERS

Harvey: 1 think we've got some time for questions. [Inaudible due ro crosstalk]

Joy Chen:

Marisol Pierce-

Quinonez:

Harvey:

Yep. And we have over 100 people on webinar so we're going to turn to the webinar first for
p going
questions. When we take questions in the room, please wait for someone to pass you the

microphone and say your name and organization for everyone.

The first question comes from Kate Philbert from MSI in DC. “In MSI’s health work, we
call the agencies who take on managing the skim process to gap “intermediaries” but there
are few and hard to find. And even _, who is best suited or most willing to support this

pioneer gap would be great. Could we ask the presenters who their intermediaries were?”

So, that was a question about intermediaries in the pioneer gap. So, what we've said —
there’s a pioneer gap which I think is, in our previous work, was much more focused on the
enterprise and then there’s this piece which we’re seeing is more about market facilitation,
right? It can operate in the pioneer gap, but they’re kind of operating at different levels and I
think we’ve got to see the work that’s involved at those different levels too, right? So, we see
a bunch of accelerators, for instance, working the levels firm who can really provide hands on
support, capacity building, investment to enterprise to get them to scale. But then we also
see the role for these facilitators where that described gates, KDTA — there are bunch of types

of entities that can do the facilitation.

And what we see when we look across all these cases is that facilitation is not a type of actor.
If’s a type of role. And so we can see government stepping into that — if it’s the right
government entity. We can see foundations. We can see aide agencies. We can see non-

profit intermediaries on the ground actually working with them.

I think what’s key about all these different types of actors, though, is they bring what they’re
really good at to the problem and often, its a few different types of actors who can bring
complementary strengths to it. So, if you look at mobile money — the case of mobile money
in Tanzania — what you see is gates and this local organization called FSDT — Financial
Services Deepening Trust — in Tanzania working in a very complimentary way. So, gates,
obviously they’re sitting mostly in Seattle. They send people over to Tanzania. They have

resources that they can direct to the problem.
They have a lot of credibility on the problem but they don’t have a presence on the ground.

So, what they can do is break the deadlock around value chain because they’re bringing their

financial resources and with their cloud, they’re able to get in back in Tanzania and have
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Ed
Catalackiss:

Harvey:

credibility that maybe a local organization couldn’t. But then they had to work with FSDT
because they weren’t there all the time, right? So, FSDT could then be the local organization
who would work day to day with the BUT and gave with them a whole range of other
financial inclusion issues, have the local knowledge to bring to that conversation. So, this

partnership, actually, between gates and FSDT was key to making the facilitation work.

So, I think there’s no one answer to it. I think there’s going to be a range of different types

of actors. But the key is to think of it as a role that the people can step into.

Hi. Ed Catalackiss -- 'm with Apt Associates. In both of the models that you presented,
you talked about a time scale that was quite long — the KDTA, which started in the 50s, and
the other one which had champions for at least 10 years ago. A lot of us in the room are
implementers of USAID funded projects and were asked to have results starting from scratch
within three to five years and there’s even a focus on quick wins in the early phases of the
project — sometimes six months. So, my question is, knowing the model and having studied
what you’ve looked at, how compressed do you think that model really can feasibly be and is

that time frame possible?

Secondly, I was just wondering if you'd studied some of the work that’s done by

Avbevco as an impact investor. [ believe it’s mostly different for you but I know USAID has
a dog in that fight and they’ve done interesting things in Mozambique, in the ___ quarter
corridor working with small holders and out grower schemes. So, if you have any comments

about that, it would be interesting as well.

Yeah, so time scales are interesting. The mobile money case — actually, if you look at the
journey to scale, is about five years in Tanzania. That’s about as fast as we’ve seen it happen.

That is incredibly fast.

So, the work that Kurt was talking about where we had the 439 companies down to 59
viable at its scale — that piece of work, we thought the time to significant scale was about 10
to 15 years for most models. And those are the ones that make it, right? So, a lot of them
actually does go much slower, don’t gather at all. So, it’s a much longer time scale than five.
And in the case of mobile money, that went fast because the product was — it’s what we call a

pool product, righe?

So, it’s a product that customers, once they’re aware of it, actually do want to buy. You
don’t have to convince them that it’s good for them. It’s so much better, much cheaper, so
much faster; it’s much more secure than everything else that people will buy it. And it was

being driven by corporate, right, who had lots of resources, lots of existing assets and
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Kurt:

[Laughter]

capabilities and networks in the field so it could grow quickly using existing technology.
Most things are not going to go that fast and I do think that this is one of the challenges that

we have to face because like in most areas of creating social change, it’s not fast.

Just because we’re now dealing with market based solutions doesn’t mean everything’s going
to work very quickly because the environment’s we’re working in are still highly challenging.
And this, I think, does create challenges, I think, for people working in this space and I think
also has implications for relationships between funders and intermediaries, I think, as you
were leading to. And I think one of the ways that we've seen this work well is where funders
have made longer terms commitments. But I think the __ commitments; it’s also an
openness to learning, right? The other piece that comes in — which we haven’t talked about

— is how adaptive this process is.

You cannot predict — we’ve made this out like you can go into this dot and you can draw the
picture and you know the barriers and then you have this 10 year program of doing it. And
none of them have done it like that. You go into it and you know five percent of the
problem and then you discover and you adapt. And I think having the right relationship
over time between funders and intermediaries on the ground is actually key to making that

work.

Yeah, just to jump in on that. Is this — yep? Good? So, first — I'm shocked to hear that
you have a client who wants results faster than you [Inaudible due to laughter]. That’s the
first thing.

But anyway — the point about quick wins is, I think, pretty important. Harvey talked about
leadership and various leaders stepping up and taking risks and having kind of the courage
and the motivation for everyone to kind of keep on keeping on the in the face of a kind of --
a system that’s not functioning at all. And so quick wins of some sort, I think, are pretty
important for keeping that — getting some momentum and keeping it going. And I think
the only way you — five years is incredibly fast. There was a big company with a lot of

resources and oh, by the way, Gates jumped in as well. That’s helpful.

That’s really fast. And so most of the time, you're never going to get something like that.

So, you need to identify milestones along the way that you can hold up as a quick win. For
instance, on the model slide — which we both glossed over pretty quickly — a big point of that
is the first business model you hit upon often usually doesn’t work. And so you need to

cycle through a lot of business models before you can kind of hit it right.
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Joy Chen:

Marisol Pierce-

Quinonez:

Kurt:

[Laughter]

Marisol Pierce-

Quinonez:

Kurt:

[Laughter]

So, one indicator of success that something’s on the right path is that you're seeing changes
in the business model. You’re not just trying to force the same. So, if you can kind of —
what is the path to success? What does it look like? What are some indicators of are we on
that path to success? And if you're not, at least you know sooner rather than later you can

pull the plug on the thing.

Let’s take in a webinar question.

This question comes from Lisa Koon, an independent consultant. “How did we ever get onto
the assumption that any investments should be safe investments with quick returns? Is
it because there’s an assumption that there’s a moral limit of ___ sites so we don’t attract the

early stage investors with higher risk tolerance?”

Say that again.

I¢’s a question about attracting investors with higher risk tolerance.

So, ’'m not going to presume to suggest how we got onto this. One important distinction |
will note between investing in this kind of enterprise and investing in commercial startups is
with commercial startups, you can have a business model where lots and lots of things fail
but then you invest in something like Clah of Clans and you just rake it in. How many

people know what Clash of Clans is?

And I'm sorry — for the people on WebX, my mouth — my jaw has dropped. Really? Clash
of Clans? Well, anyways, so I have it on my [Phone and I — so I have a Blackberry, which is
my work phone, then I have my IPhone where I can play games and you know, they don’t

know. It made a lot of money, let me just put it to you that way.

So, in the commercial world, you can have the hope of really hitting it big, and that covers
your cost for all these other ones that kind of went belly up. In the impact investing world,
the opportunity to really hit it big — it’s not quite as likely so it’s difficult to recover your

costs on the ones that don’t work. And so it tends to make investors, less willing to make

23



Female Voice:

Harvey:

Male Voice:

those risks and they want to invest later in the game so they are more confident they’re going

to get a return.

Hi. I have a, I guess, larger question about impact investing and then maybe getting back to
the evaluation question, I think, that he was asking before. So, 'm not sure how much
you’re actually trying to look into other impacts other than just growing the businesses. It
seems like there’s an underlying assumption that growing the businesses is going to be good
for the economy in general which is going to address poverty. That ___ assumption, but at
the same time, USAID, I could imagine, want to see some results also with social indicators.
Is there any sort of thinking — kind of the triple bottom line idea — you know, where you’re

looking at environment and social indicators?

And if so, you've got people already using mobile phones to do banking. There’s, right now,
a lot of surveys that are possible via mobile phone to collect data from those same people that
could be done from the get go before. Actually, essentially of the idea of the treatment group
versus the control — even though it’s not really treacment in this case than it is a — you can
definitely gather data beforehand but if before, these small holders, for example, are growing

their .

Yeah, so we did think about that question and we did address it in selecting the cases that
we looked at so there were definitely some fairly high profile impact enterprises that we
decided not to study because we couldn’t find any data in their impact. So, that was a
question we asked. Not, not all of them were rigorous RCT type data but we needed to
know enough. For instance — what was happening with incomes with small holders to be
able to know that that was actually working? Just scaling the number of farmers actually

wasn’t interesting to us unless it was improving farmer incomes.

I do think, though, that going forward, the level of interest and scrutiny is going to be much
greater and so people need to put more effort into this than they have done and the big
question’s going to be who is going to help businesses do that, right? Because that is an
additional requirement that we’re loading on to these businesses. Can they, as they’re
growing, really kind of do all that stuff and worry about how we’re going to track impacts for
that? So, I actually think facilitators should just go back to the facilitation element. One of
the things facilitators could actually think about moving into is actually enabling that at an

industry level and not just thinking about individual firms.

[Inaudible due poor audio] from facility. I'm sorry if you've shared the data in
the beginning. I missed it and the graph went too fast for me to observe it. But what is the

penetration level as subscribers in Tanzania for mobile money? And secondly, how

many of them are actually active users of mobile money?
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Harvey:

Marisol Pierce-

Quinonez:

Harvey: Ah.

Because we've seen this __ - there’s a lot of people subscribing to a service but not too many
people using it. Secondly, relatedly, you mentioned the cost being much lower than in
Kenya and Tanzania so is it primarily due to the intermediation and charges for the agents or
are there other reasons for it? I can understand competition, but that would lead to

something. That's why ’'m asking. Thank you.

Penetration was the first one, right? So, I think the last time we checked, it was in the low
80s — mobile money as a — of the mobile phone subscriber base. Now, I don’t have that
figures for mobile phone penetration, but that is lower in Tanzania than it is in Kenya. So,
the overall numbers are small but the penetration of the mobile base is higher. Active users —

active users are pretty high.

I don’t have the exact number, but actually what we found was really interesting was people
actually not enrolling and not using the service. Actually, everyone’s using it. And what’s
interesting is when you look at who’s using what, there actually — people tend to have two or

three different accounts. I don’t know which charts — let’s try that. Right.

Sort of active accounts — active accounts on the right, yeah. And actually, the number of
inactive accounts is pretty small when we looked at the data. I do think that competition is
the big driver, right? So, what’s interesting is when you go — so, not only do the shops have
the four logos and the four books and everyone can get any product, people also tend to have
more than one mobile phone account and more than one SIM. And they actually switch

depending on who's got a better offer for doing a specific type of call, specific service.

The operators also run deals on mobile money and have promotional rates on transfers and
so people actually swap SIMs in and out depending on who’s got a good offer that day. It’s
also the only country where I've heard of a triple SIM phone so you can actually switch
between them. If that’s not competitive, I don’t know what is. Like, I wanted to buy one,

but I didn’t have time.

This next question comes from Steve Lynn, an independent agro based consultant from
Brattleboro, Vermont and they’re two sort of clarifying questions. The first one is, “I'm
curious about how Vodacom build up its rural rep network. It sounds like a huge job and
investment. And secondly, how did tea growers end up with company ownership. Did they

purchase shares?”
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Kurt:

[Laughter]

First of all, how cold is it? Ask him how cold it is in Brattleboro.

Harvey: T've forgotten the question now.

Marisol Pierce-

Quinonez:

Harvey:

The question again was about the rural rep network and tea growers with company

ownership.

And for then ownership. Okay. The rural rep network — so this was really the aggregators.
So, a lot of the money that Gates gave to Vodacom was actually to hire a company called

Africans who became the first aggregators.

They were essentially a kind of marketing agent and recruitment agent. They went out to
rural areas, mapped all the resellers, educated them about that product, brought them on
board, trained them — it took a lot of effort to make this happen and so that's why Vodacom
couldn’t do it themselves; they didn’t have the field staff to do it. So, they have to bring in

these aggregators who could work in the field to do that. What was the other question?
Ownership. Right.

So this gets a lot more air time in the actual reports. So, the actual report __ come out, deals
with obviously this whole question of getting to scale. It also deals with the question of what
do you do when you’re at scale, righ? And what's interesting for us is when you look at
something like the MFI industry. The problems didn’t go away when they were at scale;
they just had different problems at scale than they had when they were getting to scale.

And we're going to dig a little deeper into that but in Kenya and KTDA, what’s interesting is
that in the ‘80s and ‘90s you started having a whole bunch of problems coming up because it
was no longer the minnow of Kenyan agriculture which was kind of under the political
radar. It was now this massive, massive enterprise throwing off lots of foreign exchange,
throwing up lots of money, controlled my government so you can image the pressures and
interference that were coming into that kind of organization through the ‘80s and ‘90s. So,
what happened in the early ‘90s — and this coincided really with liberalization politically in
Kenya and return of __ democracy and so the farmers decided, “You know, well, actually,
we're kind of in revolt now because we're not seeing enough money come to us. We're
seeing money sucked out of the system, corruption, probably fraud and we want control of

the company.” And so there was a whole kind of parliamentary group set up to deal with

this.
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Marisol Pierce-

Quinonez:
[Laughter]

Jennifer

Breamer:

[Laughter]

Harvey:

Over the course of eight years, the framers, politicians and the government really got
together and said, “We need to map up a new course for privatization helped, to a certain
extent, by pressure from the World Bank and IFC who trying to kind of obviously push
privatization in lots of these countries.” So, all these things really led to a blueprint that
privatized the company and gave them to the small holders. And actually, the way that they
did it was they didn’t — they sold the company to the small holders and instead of requiring
them to pay cash, they would pay for it through tea. And the company was sold to the
factories who were all set up as separate companies and then the small holders who supply

that factory, all became shareholders in the factory companies. That it’s in summary.

By the way, it’s -8 in Brattleboro, Vermont.

Yeah. I'm Jennifer Breamer from DAL Very interesting presentation although, I have to
say, a lot of the things like business sense takes leadership and money and so forth is sort of
probably not news. But nonetheless, the case studies are very interesting but both of the
ones that you presented are large companies and in the latter case, in a product area that is
different from other kinds of contract farming — the product is not perishable and has an _
market. But still, interesting. But my question is — this is perhaps a stupid question but — is

the answer to how you get to scale “Start big’?

That is a good question. Now, we didn’t choose these — we chose these because they were
quite interesting and they were technology based. In the final report, we will look at
industries like MFIs that really kind of start as small and then go to scale but I do think,
yeah, you start with certain advantages if you're already big, right? If you’ve got the

government behind you, that helps with facilitation. That helps with money.

Having the government stand _ to offer you loans — that kind of helped getting more capital
in to build factories. Having the government educate farmers reduces the risk of side selling,
which is a huge risk with contract farming models. So, I do think yes, there are certain
benefits that that brought but KTDA would be the first example also of the risks that that
can bring. So, you have a bunch of risks with government models that — you know, they

won’t be run professionally, right? They won’t be run commercially. They’ll be __ inferior.

27



Kurt:

Marisol Pierce-

Quinonez:

Harvey:

Christine

So, all those things — those’ll come with that. I think in the case of corporate, yes, they do
have lots of money but there’s also a lot of internal competition for that money, right?
There’s certain hurdle rates, terms of return that you need to get from investments that you
make which I think is why I think it’s interesting to see in this case in Tanzania, it’s not that
Vodacom didn’t have money to build the agent structure. It’s because they weren’t
incentivized to build the agent structure. So, recognizing, I guess, the kind of actor that

you've got and figuring out who you can help them.

So, when you look at some of the MFI in India — which all started with kind of small
NGOs; they're trying to get to scale — there was a lot more activity on capacity building and
getting them to kind of chain structure, develop systems, develop skills to gradually scale the
model, which is not the kind of thing you would do with a Vodacom in Tanzania. So, 1

think there’s all that recognizing that things are different. Yeah. So, I'll stop there.

Yeah, just — and just to call it out — there’s often a lot of reluctance in our field to kind of
work with MNCs and to do things that flow money to MNCs, but to get big, helps to be
big, as you putit. And how many big things are there out there to work with? So,

something to keep in mind.

This question comes from , a Ph.D. student at Addis Ababa University in
Ethiopia. “In most countries, it is the mobile network operators, in collaborations with
banks that deployed mobile money services. Will private, non-mobile network operators be

successful if they’re interested in deploying these services as well?”

Hmm. Yeah. Well, those are the models that we've seen be successful and it makes sense
that they would be well positioned, I guess, for success because they’re riding on existing
infrastructure, right? So, one of the reasons that — we talked about the challenges in
Tanzania -- __ Viacom, the MNOs — but actually, they also have advantages, right? So,

Tanzania actually has a pretty good mobile network in place that actually works. It’s reliable.

The last thing you need, if you’re trying to move money in the network, is it doesn’t work or
it fails when you’re trying to make a transfer. So, that doesn’t inspire confidence. So, one of
the reasons we think it’s not worked in some other countries — like Uganda, for interesting,
its neighboring country — is this question of reliability and of mobile networks. So, 1
think it does depend on those other pieces and if you happen to be a company that owns

those operators of the pieces, it helps.
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Prannick:

Kurt:

Christine Prannick, USAID. Kind of keep pulling back from the case studies and thinking
about the larger lessons here for us, I think it’s encouraging to know -- we love to believe
that we can use our money in a catalytic way, especially with a private entity. So, the
example of Gates really kicking this off with Vodacom and then they investing on top of that
a lot more money, this is what we like to see and hope that we can up the keep. But
determining who to do that with, when to do it and where to do it is really difficult for us
and I think a lot of times, we're kind of casting about in the dark and hoping for a hit. So,
are there any other early indicators — besides what you said in terms of the fact that this

needs to be a learning orientation?

And if you're seeing changes in a business model, that’s a good sign that they’re on the right
track. Is there anything else of that sort that we should be looking for when we're trying to

figure out where to place our catalytic funds?

So, I think there’s two things to kind of look for to kind of look for and develop an
understanding around, okay? I think one thing is — there has to be kind of a latent chunk of
value that could be seized and realized out there. So, there has to be a bunch of people who
are interested in mobile banking that don’t have it yet, right? The work — low /Break in
audio] housing India — there has to be a lot of people out there looking for low incoming

housing. There has to be some big chunk of money that could be realized that’s not yet

realized.

And then around that chunk of money, there are barriers that are stopping someone from
realizing that money. What are those barriers? And you have to map the system, right? And
sometimes the system is so messed up that it’s just — it’s not going to go anywhere. You're

not going to be able to do anything about it.

And other times, it’s so close to kind of breaking free that you've missed the boat and
someone’s already going to take care of it — probably a company with some first _ there.
You’re kind of looking for that sweet spot. Well, where can we see the barriers, intervene
well enough so that we can seize all this money? One kind of puzzle that keeps bugging me
is fertilizer in Africa, right? We know if we apply more fertilizer to the ground, yields go up

and yet — and that's more money to be had but something’s sticking it up, righe?

What is that system that’s sticking it up and why can’t we realize it? Could be one thing but
i’s probably more than just one thing, right? And probably what has to happen is five things
have to happen simultaneously, which gets to the who is the facilitator that can understand

those five things and make them happen simultaneously.
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Harvey:

Marisol Pierce-

Quinonez:

Harvey:

Just to build on that. I think this whole question of “What’s the market and is there really a
market opportunity?” Like many things, seems banal and it seems basic. But it’s so often
overlooked, right? Especially if we come with an impact lens because we think about
beneficiaries and we think about their needs and what would be beneficial for their needs.

And often what people need is not what they want. Not what they want to buy, right?

And a lot of our work, over the past eight years, has been really kind of understanding
customers, right? And when you understand customers, it’s not only about understanding
need; it’s about understanding desire and understanding their ability to pay. And I think
that’s probably one of the biggest gaps that we see at the level of — certainly, the enterprises
that are coming into this space — that there isn’t enough effort or maybe capability and
sophistication around understanding customers and serving them. And I think similarly, I
think, when we’re thinking about facilitation and working with them, we have to bring that

lens to the enterprise level, otherwise, we'll be going down some dead ends.

So, this question follows up on a very interesting conversation happening on the webinar
about the tea leaves example — about the merits of cash crops versus food security. And Hans
Mezoua from Agredem Solutions in Burlington, Massachusetts was curious to know about

the impact indicators that were used in the KTDA case for the social and economic impact.

So, the main thing was really just the rising payouts for growers, which I think we showed as
one of the four charts. We did ask them if they’d ever done an analysis of how household
incomes have changed and they haven’t — they haven’t done that. But the two indicators
were really rising payouts and then, in recent years, they’ve also had dividends paid out to
farmers. The reason we actually did try to push them on household incomes and who these
incomes were changing for is that the industry — the structure of small holders has changed
over the years, right? So, that’s the other thing we don’t talk about is actually, that the small
holders that were described in the ‘60s are not the small holders you're describing in 2013,

you know?

In 2013, you're seeing a completely different structure. Some small holders are small.
They’ve got really small plots. They’re giving them to the children. Some of those are not

viable anymore because they’re too small.

On the other end, you've got large farms now where they’re hiring people to pick the tea and
cultivate the tea. So, it is one of those questions and I was saying, “Is it one of those things
we have to think about more going forward? How do we actually track impact and not just

assume that it happens?” We’ve just done the best that we can from the data that we had.
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Joy Chen:

Christopher
Pray:

We'll take one last question from the room.

Hi. Christopher Pray. I wanted to go back to the sort of microsystem dynamics which
you started with in your both of your presentations -- for example — talked about micro
franchises with free criteria, having positive cash flows, serving the poor and potential

to scale. So, when you look at that or when you look at your ecosystem picture,

have you come up with some clues as to who would you trust to sort of own the

aggregation across many of those parts? Is it a bank? Is it an educator? Female

Is it the open technologist who actually wants to change the whole of the value change  in

that sector? Who are the owners you’d most trust for connecting a lot of those small parts?

Harvey: By owning, do you mean —?

Christopher
Pray:

Harvey:

Kurt:

Well, ultimately, the investors but the investors who make sure that all of those things scale
the way that they could have done given — you were saying in the case of the micro franchises
— I think you started with 459 micro franchises you've identified across Africa. So, if you
were to look for one owner, investor, to the do the most good across all of those, what sort of

entity would it be?

Does it exist? I don’t know that there’s one kind of player who would be able to do it and I
think part of what we're trying to do with this work is describe the range of different
situations. I think before we got into this, we never thought that we’d see a parastatal being
a successful enterprise and facilitator. It's not what you think, right? You think, “Parastatal
— inefficient. They’re not going to do it. Government — too focused on the big picture;
can’t focus on innovation.” But actually, they made it work. So, I think it’s kind of horses

for courses really.

I¢’s certainly, at different stages, the kind of friends and family when they’re small. Things
like that aren’t going to change. But I do think you get to a certain point where somebody
has to kind of come in and not — and kind of be altruistic. They can’t be looking to make
money off the system because that just kind of turns people off and makes them suspicious.
So, Gates can come in and like -- well, that’s guy’s not too worried about making money off

of me. He’s pretty set.
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Christopher
Pray:

Kurt:

Harvey:

Have some credibility and sort of gravitas credibility, not trying to take a piece of the action.
And that’s kind of back to the leadership point as well. It’s trite, but it’s just over and over
and over when you look at these things, there’s names of people you can say and point to

and it’s just kind of different in different places and you just going to find those people.

There’s so many things.

Yeah. And again, back to the — the problem is that there is some system of activities that has
to happen for this to start netting out and going and it’s a dysfunctional system and what are
the barriers and points of dysfunction and who can do what? And sometimes, that’s just the

way it is. If’s not going to change now. We're going to have to park that one.

Sometimes, the dam’s about to break — you don’t have to do anything but there’s kind of
this big chunk of things in the middle where sometimes you can intervene and do

something.

And just to pick up on the leadership points — so we recognize, whenever you put something
like, “It takes leadership” on a slide, people are going to say, “Well, of course.” And we did
have our own arguments about whether to put it up but it’s true, right? So, one of the things
is its true. I also think that there are some blind spots around leadership, which I alluded to
carlier. I think if you're an investor and you’re putting money into a business, you naturally
think about leadership, the team that you're backing and do want to back them and do

believe in them to deliver this plan.

I think those of us — once you kind of elevate it to “I have this program. I have a stage gate
for this program. Do I commit to five more years of this program? I¢’s about developing a
sector, making linkages.” Often the leadership stuff then kind of recedes into the
background.

We think about market signs. We think about barriers — all the stuff that we’ve described.
But actually, once you start on that, who’s going to be doing it? I¢’s still the firms. It’s still
their leaders. If they don’t have the leadership potential to make this happen, it still won’t

work.

So, there’s a kind of depersonalization that happens as we kind of step up to the levels of
industries and sectors that I think we’re trying to speak against and say, “Actually, we should
also think about this element of individual leadership even as we think about it as very large

scale programs and problems.”
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Kurt:

Harvey:

Joy Chen:

[Applause]

[End of Audio]

The other thing I would say is leadership is actually — is actionable. So, you could say, “If
there’s no leadership, there’s nothing I can do about it.” And that’s kind of true, but you can
also not invest behind it. So, if you don’t see the leadership there, you may want really badly
to fix this problem — if it’s not there, it’s not going to get fixed. So, you know, just go

someplace else.

And sometimes we put too much weight in our own leadership, in a way, righe? ‘Cause
we're like, “Well, if we're leading it, we can make this change.” But actually, generally, any
one of us — especially if we're sitting somewhere other than where the change is happening —

can’t do that.

Yeah. Please join me in thanking Harvey and Kurt.
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Kurt Dassel, Monitor Deloitte
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WEBINAR CHAT TRANSCRIPT

KDAD AV Tech: Good day everyone! The room is slowly filling up here in Washington DC. FYI, we may

be running some audio tests and otherwise over the next 30 minutes or so...

KDAD AV Tech: As you come onlilne kindly mention where you're from and any organization(s) you may

be affiliated with

Mallory Flanders: Good morning! My name is Mallory and I am from Michigan State University, associated

with the Global Center for Food Systems Innovation. I can hear you, thank you
Steev Lynn: audio is good

KDAD AV Tech: Thank you!

Muhammad Saddiq: I can hear you

Sabaatu Danladi: I can hear you

Mignon Manderson-Jones: Mignon Manderson-Jones: I can hear you

Hans Muzoora: Hans Muzoora from Uganda, independent agricultural and rural development consultant
with Agridev Solutions based in Burlington, MA, USA.

Steev Lynn: I hope it's a little warmer in DC. It's -8°F here.
Mignon Manderson-Jones: Development Bank of Jamaica

Laura Cizmo: Laura Cizmo from USAID Bureau for Food Security, Office of Market and Partnerships

Innovation

Kate Fedosova: Good morning, everyone! My name is Kate Fedosova. | am a graduate student at the Fletcher

School in Boston.
Steev Lynn: Independent ag/biz consultant, Brattleboro, Vermont, USA

Kate Fedosova: We will be hosting a conference on scaling up on 2/14, so if you are in the Boston area then,

please join us! http://sites.tufts.edu/scalinginnovation

This document was produced for review by the United States Agency for International Development. It was prepared by the
Feed the Future Knowledge-Driven Agricultural Development (KDAD) project. The views expressed are those of the author
and do not represent the views of the United States Agency for International Development or the United States
Government.


http://sites.tufts.edu/scalinginnovation

Muhammad Saddiq: Sheffield, UK
Francis Ohanyido: Francis Ohanyido, Senior Advisor USAID/TSHIP Nigeria

David Maxson: Howdy all, Sr. Investment Officer for Africa with Accion International out of Washington
DC

Sakina Vanjova: Good Morning I am Sakina Vanjova Finance Officer Grants from Tajikistan

Aaron Littlefield: Good morning, my name is Aaron Littlefield. I'm a Food Security and Livelihoods Team
intern at World Vision DC

Sabaatu Danladi: Policy and Research Specialist -Targetted States High Impact Project, Bauchi Nigeria.
Ruth Campbell: Hi, this is Ruth Campbell from ACDI/VOCA in DC

KDAD AV Tech: For those of you not actively listening ... there are some metro delays and so we may hold
for a bit; FYI

Christian LOUPEDA: Christian LOUPEDA, Freedom from Hunger - Davis (California)
Anima Aggarwal: Geneva, Switzerland.

JAY CHANDRA: hi Jay from Accion in Accra

Kate Fedosova: Is there a hashtag for this event?

Steev Lynn: lost the audio stream

Kate Fehlenberg: Kate from MSI - heard via listserve. MSI as Scale-up Framework as well-- always learning

what folks are doing-- very exciting]

Raquel Gomes: Raquel Gomes from USAID/MPEP

Kate Fehlenberg: let me try to find the email-- there is one for Family Planning and Repro Health for sure
Kate Fedosova: The event was forwarded by a colleague, but I like the idea of a scaling list serve!

Yi Wei: Yi Wei from iDE Global WASH

Grant Lowe: Grant Lowe -new entrant to sector (Toronto)

Deborah Foti: Hiinga, Africa Operations

Kate Fehlenberg: My email came from QED Group

Kate Fehlenberg: Funny - two Kate F's online



Kate Fedosova: :) yes, hi Kate!
Arsalan Ali Faheem: Arsalan from DAI Europe in London.

JD Bergeron: Good morning. This is JD Bergeron. I represent Truelift, a trust mark for social business to

signify commitment to enduring change in the lives of people affected by poverty.

Darin Kingston: Darin Kingston, from d.light (solar energy solution provider)

Eric Carlberg: Eric from Mercy Corps with the TOPS program

Elon Gilbert: Jocko Valley Montana

Lisa Kuhn: Lisa Kuhn Fraioli, consultant

Cassia D Aquino: Hi, this is Cassia D'Aquino (Brazil) from Microfinance Opportunities
USAID Microlinks: Welcome Lisa and Cassia

Edward Talawa: Hi, this is Edward Talawa, from Accion based in Tanzania

Courtney James: Hi, this is Courtney James, with the YouthSave project at Save the Children
Quyen Nguyen: Hi, I'm Quyen from the IFC Sustainable Energy Finance Program
Grant Lowe: whats wrong with risk?

Kate Fehlenberg: risk could lose folks a lot of money - problem for investors

Grant Lowe: depends on risk tolerance of investor

Kate Fehlenberg: yup

Grant Lowe: new model - risk unknown

Kate Fehlenberg: but this gap is the Black Hole of scale-- everyone loves Pilots, and investors loved proven
things already scaling, but this in between pahse - Adaptation, Testing, transfer from Originators to Adopters-

- takes time and money and everyone sees it as someone else's job, or just hopes for "magic"

JD Bergeron: I hope we'll also look at factors that investors cause that are not helpful to scale and growth. I

have seen few "impact” investors willing to get involved early enough to help ideas reach capacity.
Kate Fehlenberg: exactly

Kate Fehlenberg: same in non-profit world in terms of Donors (e.g. USAID and others) - love to fund

Pilots but then leave off

Mallory Flanders: This figure is very useful.



Grant Lowe: I think it is all about support

Kate Fehlenberg: or want to scale the exact same pilot without allowing for testing and adjustment, so when

smae pilot has to change, see it as "failure”

USAID Microlinks: JD, do you have a question you'd like me to pose that might encourage them to address

these factors?
Kate Fehlenberg: Any info on WHO is best suited or most willing to support this 'gap' would be GREAT
Kate Fehlenberg: if you could ask them that- thanks

Lisa Kuhn: how did we ever get onto the assumption that anti-poverty investments should be "safe"
investments with quick returns? Is it because there is an assumption that there is a moral limit on upside, so

we don't attract the early stage investors with higher risk tolerance?
JD Bergeron: I'd support Lisa's questions.
Grant Lowe: culture also plays a HUGE role

Kate Fehlenberg: Dont think so-- Gates Fndn good example-- big investment in high-risk poverty solution

efforts - not looking for return--but they are exception i suppose

JD Bergeron: I think we may have the supply side and demand side reversed. The investors are not the

demand; they are supply!

Kate Fehlenberg: most businesses-- like Pharma's (think HIV drugs) and others businesses exist on profit
and poor folks dont have much money, so margin will be low. only way to make money is to have huge

volume/ numbers
Grant Lowe: what about offering a open standard?
Kate Fehlenberg: good point JD

USAID Microlinks: Sure, Kate, I missed the part of the presentation that mentioned the "gap" you're

referring to though, would you mind clarifying?

Kate Fehlenberg: whats an opening standard-? I'm a Health person not business person
Kate Fehlenberg: :-)

Grant Lowe: an open standard is toolkit for each company to develop mobile money
Kate Fehlenberg: Pioneer Gap

Kate Fehlenberg: Gap b/t pilot and full-scale



USAID Microlinks: thanks!
Kate Fehlenberg: ah

Kate Fehlenberg: In MSI's Health work we call the agencies who take on managing the scaling process (the

"gap") 'Intermediaries' - but they are few and hard to find
Gail Motsi: Gail Motsi.CHF, from Tamale, Ghana - sorry to be late joining,

USAID Microlinks: Thanks for your question, Lisa. Would you mind restating where you're joining us

from?
Kate Fehlenberg: Could we ask Presenters who their "Intermediaries” were?

Steev Lynn: Regarding govt enabling policies, most projects have a Component #4 for policy environment

advocacy, but you're up against local vested interests & plain old inertia
Lisa Kuhn: I'm an independent consultant.

USAID Microlinks: Thanks for the clarification Kate!

Kate Fehlenberg: Indeed - Steev- we have a whole method for Policy Change Mgt and building 'enabling

environment' - but it's a FT" job and a process that needs funding. In our exp takes 6 months to several years
Kate Fehlenberg: Steev what's a Component #4-? What line of work are you in?

Steev Lynn: Ag & related processing/marketing business

Kate Fehlenberg: Private or "development"?

Steev Lynn: Donor-funded assistance to private sector development

Kate Fehlenberg: ok. are these Components part of standard funding package or...?

Steev Lynn: Projects usually have enterprise-focused technical components plus another one for

enabling/policy environment

Kate Fehlenberg: Moderator-- who supported/ did/ paid for Policy research and work-? I dont know these

acronyms - thanks

Steev Lynn: And by enterprise I'm including farms
Kate Fehlenberg: USAID Projects?

Steev Lynn: Among others

Kate Fehlenberg: ok thanks!



USAID Microlinks: Don't forget to keep submitting your questions, we should have ample time for Q&A at
the end

Kate Fehlenberg: Q: How did they identify and enlist/ win over the org's that supported/ did the policy

research?
Kate Fehlenberg: Q2: What would they have done in absence of the Gates Fndn?

David Maxson: Question: Did the study review the impact of 3rd party aggregators such as Selcom on the
TZ market?

USAID Microlinks: Thanks for the Q David, would you mind restating your organization and where you're

joining from?
David Maxson: Accion International, in DC
USAID Microlinks: thanks!

Kate Fehlenberg: Q: More details on Leaders, please-- mentioned only Gates, but again, they are rare/ one

org-- where else can we look for Leaders to get thru Gap?
Kate Fehlenberg: which is kind of the same Q

Steev Lynn: Question: I'm curious about how Vodacom built up its rural rep network; it sounds like a huge

job and investment.
Steev Lynn: How did tea growers end up with company ownership? Did they purchase shares?

Kate Fehlenberg: Me too Steev - when I lived in rural TZ 2005-06, there were few cell towers, and though
phone credit scratch cards were avail, phones were relatively expensive-- maybe one phone per extended

family

Steev Lynn: Clarification about Vodacom representative network: How did they train & equip local reps to

handle cash transactions for users?
Arsalan Ali Faheem: Does anyone know if there will be a report with these case studies available?

Hans Muzoora: [ think one barrier in implementing Contract farming has often come under criticism(
especially from Government) saying that this model is limited to cash crops, does not take into account all
farmers and could easily lead to food insecurity. It is further argued that contract farming is contradictory to
farmer self-organization, which works against strengthening of farmers’ position. It also inhibits the farmer in

being able to add value to the raw commodity in the value chain. What is your take on that?
USAID Microlinks: Arsalan, yes they will be releasing the final report soon!

Arsalan Ali Faheem: Thanks!



USAID Microlinks: Thanks for your question Hans, would you mind restating your organization and where

you're joining us from?
Grant Lowe: the tea farming example seems really rushed
Hans Muzoora: Agridev Solutions, Burlington, MA, USA

Lisa Kuhn: To Hans point, you can focus on the grower for cash crops that will be exported, but from a
public policy/political perspective, it's hard to pay top dollar for staple and food crops that will be consumed

at home. How would model be different if it were maize or another food crop?

Kate Fehlenberg: Scale-up Repro Health COP at community scale-up@knowledge-gateway.org

Steev Lynn: Hans: A strong producer organization can be the contracting party on behalf of its members vis-

a-vis the client
Kate Fehlenberg: HOW TO ID THESE "RIGHT" INTERMEDIARIES? not many see this as their job
Grant Lowe: sound is going

KDAD AV Tech: There will be some variations in sound as a handheld mic is passed around the room. Par

for the course and please keep the feedback coming!
Hans Muzoora: Agree Steev.] think that should be the starting point.

Steev Lynn: Also, producing well-paid cash crops and purchasing food can be the most efficient use of farmer

resources, depending on relative values of cash & food crops
Grant Lowe: nice audience contribution
Grant Lowe: bad sound

KDAD AV Tech: There will be some variations in sound as a handheld mic is passed around the room. Par

for the course and please keep the feedback coming!
Mesfin Woldmariam: Hi there, is the seminar started?
Grant Lowe: foundations prob more likely to get involved in impact investing

USAID Microlinks: Hi Mesfin, the presentation component has ended, but we're still taking questions from

the in-person and webinar audience
Kate Fehlenberg: yes but foundations relatively few

Mesfin Woldmariam: How can I get the presentation


mailto:community_scale-up@knowledge-gateway.org

Kate Fehlenberg: USAID invests in Impact Evals but not so much/ directly in Impact - still invest in

"innovative pilots" and then 'hopes' will go to scale on own
Kate Fehlenberg: not just USAID-- DFID and others too

Raquel Gomes: sorry if I missed it, but in the tea case, what was KT DA able to do that the commercial

establishment was not doing?
Kate Fehlenberg: was a large parastatal broker yes?

Hans Muzoora: In the KTDA case are farmers involved in price setting prior to planting/engaging in this.For
farmers to be able to make informed decisions and commitments on which crops to grow, it is crucial to
develop transparent pricing systems. A fair contract between farmers and agro processing firms, profitable for
both sides, is the crucial factor, which decides whether contract farming can be regarded as a pro-poor

smallholder farmer empowerment system.

Mesfin Woldmariam: QUESTIONS? 1. In most countries it is the mobile Network Operators in
collaboration with Banks that deployed Mobile Money services. Will private non Mobile network operators

be successful, if they are interested to deploy mobile money services?

Mesfin Woldmariam: [ am a PhD Student at Addis Ababa University, Ethiopia
Steev Lynn: It's minus eight here

Elon Gilbert: What's the profile of the aggregators? Are they clonable?

USAID Microlinks: Hans and Kate - you two have had an interesting conversation on food security v. cash

crops. Anything you'd like me to pose to the presenters?

USAID Microlinks: And Mesfin, the presentation slides are available in the file downloads box. We should

have a full recording available on the Microlinks site within the next few days

Hans Muzoora: Could we have what impact indicators were used in the KTDA case for socila/economic

impact??

Hans Muzoora: Social, economic and environmental impact-Sustainabiliy!!
Sabaatu Danladi: What are the challenges and constrains?

Hans Muzoora: Appreciate that honest answer!!

Muhammad Saddiq: Were there any Nigeria examples among the cases you looked at and at what level are

the biggest problems (enterprise, vc, public good or government)?

USAID Microlinks: We are winding down here, we'll try to follow up with the presenters with any

unanswered questions



Lisa Kuhn: Could a parastatal have done it with a food crop given pressures to keep foodprices low? Or does

model only work for export cash crops?

Muhammad Saddiq: Okay

Hans Muzoora: Have enjoyed this webinar and look forward to participating in more.

Haitham El-noush: Appreciate being in the mailinglist to receive the rapport when it is distributed
KDAD AV Tech: Thanks for the feedback all! As we wrap up, please share your thoughts via our polls
Haitham El-noush: Great seminar, many thanks

USAID Microlinks: Thanks for joining us today, everyone! We will send an email out with all the resources

soon
Quyen Nguyen: Thank you.
Edward Talawa: thanks

Lisa Kuhn: thanks

Dolin Pereira: Gracias

Olayinka David-Wesr: Thank you

Steev Lynn: I'm glad as a donor has diversified its focus from exclusivity on mirco-enterprises to include the
larger ones that form part of the enabling environtment for small ones. The whole-economy approach is more

effective.
Cassia D Aquino: Great seminar! Thanks.

Cecelia Beirne: I would like to receive a copy of the report scheduled to be published in March. How can I

request this?
Sabaatu Danladi: Highly Educative
USAID Microlinks: Hi Cecelia, the report will be available on Microlinks when it is done

USAID Microlinks: Thanks for joining us everyone, see you next time!
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Introduction
The challenge: not just creating models but getting them to scale

How do we scale these models
to make a significant impact
on the need?

What business models
are truly effective in
serving the poor?

e Many business models fundamentally
unsound from the outset

e Typically multiple, tough barriers to scaling
— both enterprise and market ecosystem -

e lterative refinement often needed as and these can evolve as models scale

models are validated and prepared for
scale

e Few scaling efforts address both enterprise
and ecosystem barriers
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Introduction
The promise of inclusive business has yet to be delivered

Few inclusive businesses ...and impact investors are
are viable and scaling... frustrated.

Number of Inclusive Businesses

studied bv Monitor in Africal J.P. Morgan Survey of Impact Investors (2011) 2
udi y itori i

500
439 Rank Challenges to industry growth
400 4 1 Lack of track record of successful
investments
(T T T T e S oTTTmE T "1
300 4 : 2 Shortage of quality investment :
rtuniti
N s et J
200 - Typical net 3 Inadgquate impact measurement
Y140 margins: practice
\ 10-15%
100 4 4 Lack of innovative deal/fund structures
to accommodate portfolio companies’
needs
0
Promising Commercially At Scale
Viable
Source: *Kubzansky, M., Cooper, A. and Barbary V., (2011) Promise and Progress, Market Based Solutions to Poverty in Africa, Monitor Group, 2Saltuk, Y., Bouri, A.
and Leung, G. (2011) Insight into the Impact Investment Market, J.P. Morgan and GIIN DRAFT FOR DISCUSSION ONLY
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Introduction
Part 1: The Pioneer Gap

With impact investor interest predominantly in the growth/later stage, pioneering
inclusive businesses face a critical ‘Pioneer Gap’ in funding and support

Four Stages of Pioneer Firm Development

’_______‘
‘________,

The Pioneer Gap in Impact Investor Interest
Funding & Support
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Introduction
Part 2: Beyond the Pioneer — Ecosystem Barriers to Scaling

Potential Barriers to Scale for a Market-Based Solution

@ Value Chain Public Goods Government

Not exhaustive
Source: Monitor Deloitte analysis DRAFT FOR DISCU33iUiN UNLY
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PHOTO: Mobile phone
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Mobile Money in Tanzania
Introduction

e M-PESA in Kenya, launched by Safaricom,
widely hailed as a beneficial and easy-to-
use product that quickly scaled across
Kenya

e Sister company Vodacom Tanzania
launched M-PESA in April 2008

— Same technology platform

— Same business model

— Same ‘Send Money Home’ marketing
campaign

e But M-PESA did not take off in the same
way in Tanzania

— 0.28M registered users in Tanzania
after 14 months compared to 2.7M for
M-PESA in Kenya after the same period
of time

Initial Situation Local Context

e Two different countries
— More scattered population
— Less knowledge of financial services
— Lower mobile phone penetration
— Lower density of bank branches
— Weaker remittance culture
e Two different mobile telco sectors
— Highly competitive mobile telco industry

— Highly concentrated ‘super agent’
channel structure
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Mobile Money in Tanzania
Identifying Barriers to Scale

Source: Primary interviews; Monitor Deloitte analysis

@ Value Chain Public Goods

Weak distribution channels to rural
markets and BoP consumers

Lack of financing for agents in the
value chain for carrying e-float

11

Lack of customer awareness of the benefits
of a mobile money as new product

Government

Potentially inhibitory legal and
regulatory framework
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Mobile Money in Tanzania
Market-Based Solution — Initial Model

In 2008, Vodacom launched mobile money through its six national airtime distributors — super agents

e Mobile money is an agent-assisted, mobile phone-based, secure, money transfer and payment
system

e In the ‘operator centric’ model!, the mobile operator acts as the business owner, partnering with
one or more banks which provide e-float services

e Primarily used for person-to-person transfer and for making payments to businesses

Merchants
(bill payment, insurance, etc.) l
Mobile Network , , 23
— > ‘Super Agents’ ————— Agents® —_— Customers

Operator

. Core firm

Note: Followed by M-PESA in Tanzania; ZMobile money agents channel can be separate or be part of the existing talk-time network; 3M-PESA agents do both
Enrollment as well as Cash In-Cash Out, but functions are often separated in case of other deployments

Source: Monitor Deloitte analysis; Primary interviews DRAFT FOR DISCUSSION ONLY
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Mobile Money in Tanzania
Market-Based Solution — Adapted Model

Existing super agents did not drive mobile money growth especially in rural markets

e The Aggregator model was introduced to accelerate the growth of the mobile money
distribution channel

e Aggregators are responsible for the acquisition, training, monitoring, and location tracking of M-
PESA agents

Merchants
(bill payment, insurance, etc.)

— ‘Super Agents’

Mobile Network

— Agents3* ——  Customers
Operator

—>  Aggregators

Banking Partner - ______ |

. Core firm

Note: 'Followed by M-PESA in Tanzania; 2E-Float is measured in the same units as money but held in users’ account operated and managed by the MNO; 3Mobile
money agents channel can be separate or be part of the existing talk-time network; *M-PESA agents do both Enrollment as well as Cash In-Cash Out, but functions are
often separated in case of other deployments

Source: Monitor Deloitte analysis; Primary interviews DRAFT FOR DISCUSSION ONLY
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Mobile Money in Tanzania
Industry Timeline

.Bo'!' Le'Fter.of no BoT int‘rodfjces Adapted Model
guidelines objectionto  KYC guidelines implemented BT comes
for Vodacom for MNOs _
. up with draft
electronic- it
based Vodacom begins Agent aggregator MEELEnS
schemes building MM model to speed
agent network acquisition of agents Vodacom
merges
Liquidity & e- Training program for agents and M-PESA and
float for agents’ performance, quality monitoring airtime
channel

working capital
New use cases, on-the-
ground campaigns
(focus on rural areas)

Grants from BMGF and GSMA to
Vodacom J

Finscope BoT/AFI visit Finscope FSDT FI BMGF :
) AFl working
Survey to the Survey conference engagement with fouD on El
Philippines in Dar BoT e
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Mobile Money in Tanzania
Results — a competitive, large-scale industry

Value of Mobile Money Transactions Number of Active Mobile Money Accounts
(2008 - 2013) (2008 - 2013)
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* As of August 2013

¢ 35% of households have at least one mobile money user and awareness is at 99%

e Competition has resulted in much lower tariffs for the end-user: a $25 transfer is 65%
cheaper in Tanzania compared with Kenya

Source: Primary data from the Bank of Tanzania; Intermedia tracker study in Tanzania, ‘Mobile Money: User barriers and opportunities’; World Bank blogs, “The mobile

money revolution in Tanzania”; Monitor Deloitte analysis DRAFT FOR DISCUSSION ONLY
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Mobile Money in Tanzania
Key Findings
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Smallholder Tea in Kenya
Smallholders in Kenya get paid more for their tea leaf — why?

Green leaf tea price paid to smallholders

(2010-11)
60 -
53

50

40 -

USD (Cents/kg)

Malawi Burundi Uganda Tanzania

Kenya Rwanda
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Smallholder Tea in Kenya
Market-Based Solution — Smallholder Contract Farming

e Government’s Swynnerton Plan in the 1950s encouraged native African smallholder agriculture

e In 1964, Kenya Tea Development Authority (KTDA) established as a parastatal tasked with
developing the smallholder tea industry — it was both enterprise and facilitator

The emphasis was then, as still is today, on producing high-quality premium tea for export

e In 2000, KTDA was privatized — it is now owned by the 560,000 smallholders who supply it

l

Inputs on credit

Smallholders Tea Factory b
Green Sales & Mombasa
Leaf + ka - Auction / Direct
arketing Unit Buyer
Smallholders Tea Factory
Green

Leaf

Management Services until 1974
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Smallholder Tea in Kenya
Barriers to Scale (1960s and 1970s)

Lack of capital to set up factories Lack of smallholder knowhow on cultivation

Lack of managerial and technical of quality tea

skills needed to run factories and Lack of improved tea varieties bred for Kenya

marketing operations Poor feeder road network for factories

@ Value Chain Public Goods Government

Poor access to credit limiting smallholder ability
to purchase inputs

No existing channel for sourcing and aggregating
green leaf from smallholders

Source: Primary interviews; Monitor Deloitte analysis DRAFT FOR DISCUSSION ONLY
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Smallholder Tea in Kenya

A strong enterprise grew on the back of wide-ranging facilitation

Kenyan Government Agencies & Parastatals

KTDA Enterprise

(including KTDA)

e Conducting research to improve tea
cultivation practice in Kenya

e Developing improved tea varieties adapted
to local conditions in Kenya

e Providing extension services to smallholders
to ensure cultivation and harvesting to high
guality standards

e Building and upgrading feeder road
networks around tea factories

e Standing guarantor for loans made by
international investors to build new
tea factories

Aggregating green leaf from smallholders
through a network of collection centers,
buying to strict quality standards

Establishing and operating factories to
process tea grown by smallholders

Providing inputs on credit for smallholders —
collective purchasing to lower costs

Marketing and selling tea to international
buyers primarily at the Mombasa auction

“Two Leaves & a Bud”

Source: Monitor Deloitte analysis; Primary interviews

Quality Green Leaf

DRAFT FOR DISCUSSION ONLY
DO NOT REPRODUCE OR CIRCULATE



Smallholder Tea in Kenya
Results — better earnings for over 200,000 smallholders by 1990

Smallholders(‘000s)

Production Tons (Millions)

Sector in Kenya, Christian Partners Development Agency; Monitor Deloitte analysis
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56% of
national
production
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Note: Interpolation used for some years for number of smallholders, smallholder production and annual smallholder payments
Source: KTDA Annual Reports; A Success Story of Organizing Small Scale Farmers in Kenya, Mogens Buch-Hansen; Tea Board of Kenya; Report on Smallholder Tea
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Smallholder Tea in Kenya
Dramatic contrast with Tanzania s/h tea and Kenya s/h coffee
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Source: Tea Board of Kenya; An International Tea Trade Policy for East Africa: An Exercise in Oligopolistic Reasoning; Tea Board of Kenya 2007; Coffee in Kenya: Some
challenges for decent work, ILO; World Bank reports for lending to KTDA; Tanzania’s Tea Sector: Constraints and Challenges; Monitor Deloitte analysis
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Smallholder Tea in Kenya
Key findings
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Thank you for joining us!

Share Feedback Stay In Touch Upcoming Events
Leave a comment or Presenter Name: Stayed tuned for the
ask a question: next event coming

Kurt Dassel

this February!
http://bit.ly/1jAJzD8 Harvey Koh

Find upcoming events

Contact Us: & past presentations:
microlinks@microlinks.org

microlinks.org/MPEPseries

Subscribe today:

microlinks.kdid.org/subscribe

Microlinks and the MPEP Seminar Series are managed by the Feed the Future Knowledge-Driven Agricultural
Development (KDAD) Project, implemented by Insight Systems Corporation.
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