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Executive Summary

Endeavor Insight partnered with the Lemelson Foundation and Small Foundation to understand how
entrepreneurial agriculture companies can maximize theirimpactin developing countries. The purpose of the
study is to provide a data-backed assessment of the challenges and opportunities for supporting entrepreneurs.
Endeavor Insight’'s approach used several lenses, including a special focus on the types of innovation the founders
have created, as well as an analysis of the dynamics within selected agricultural value chains.

The results offer guidance for decision makers who support entrepreneurs as they address the Sustainable
Development Goals (SDGs), especially inraising the incomes of smallholder farmers and alleviating poverty,
creating transformative solutions that can address global food security, and generating quality jobs. This study
builds onrecentresearchin theinternational development and socialinvestment communities, and takes into

account the impacts of the COVID-19 crisis.

Impactand Opportunity

Arobust agricultural sectoris needed

to address poverty, food security, and
employmentin sub-Saharan Africa and

in India. The global community has set
out to address these priorities with the
SDGs as a guiding framework, but several
barriers limit these efforts, including the
particular challenges that smallholder
farmers face. The obstacles have been made
greater by COVID-19, which has increased
globalpoverty and food insecurity.

There are clear opportunities for
entrepreneurs to address the challenges
that smallholder farmers face and to

further the SDGs. This research builds on
previous segmentation studies in the field,
and offers new lenses to examine how
successfulentrepreneurial businesses grow.
When examining companies by innovation
type, itreveals the specific strengths

they have in helping achieve the SDGs:

» software companies have
a comparative advantagein
reaching smallholder farmers;

e invention-based enterprises (IBEs)
offer tangible solutions to improve food
security and reduce poverty; and

» business process companies are
well placed to foster job creation.

Entrepreneurial Challenges

Agricultural entrepreneurs face many
challengesin growing their businesses,
which hinders the impact they can have.
Endeavor Insight identified the most
common challenges experienced by
agriculturalentrepreneurs. Access to capital
is particularly challenging for agriculture
companies in developing countries.
Agriculture attracts fewer institutional
investors than other sectors, and there

is a scarcity of capital for growth-phase
companies. Longer lead times can deter the
financing of IBEs. COVID-19 has exacerbated
capital-related challenges, but also created
opportunities to access funding remotely.

Access to talentis the second most cited
challenge. Finding technical talentis
particularly difficult for software firms, and
qualified managerial talent is often scarce.
Some companies are adopting new strategies
to attract talent, but recruitment and training
have become more difficult due to COVID-19.




aysfor Success or returnee. Previous Endeavor Insight
research on Entrepreneur-Led Economic
Development offers an approach that
decision makers can use to support the
success of more local founding teams.

eavor Insight examined top-performing
mpanies to understand how entrepreneurs
re overcoming these challenges.

Further analysis was conducted on each
innovation type to uncover patterns among
founders’ early careers and educational .
backgrounds, startup and growth Recommendations

phases, and the impact of COVID-19. This report provides practical

Because of their measurable impactand cost ~'€commendations for addressing the major
efficiency, software companies succeed in challenges that these founders face, with
securing larger amounts of investment than guidance for entrepreneurs, investors,

the other two types of agriculture companies.  SUPPortorganizations, donors, policymakers,
IBE founders often have advanced academic  @nd universities. Priority areas include:
degreesin cutting-edge fields, and many 1.
are returnee entrepreneurs who have

had firsthand experience in farming. A

majority of business process companies

Reframe agriculture as a strategic
investment, while helping founders
secure capital at different

A . stages of development.
have at least one founder with a business
background, which helps them succeed 2. Build specialized pipelines for
in contributing to local job creation. technicaland managerial talent.

3. Tailor support programs to the needs of

. the sector and specific innovation types.
Entrepreneurial Networks

4. Prioritize mentorship from local actors

Entrepreneurial networks have various with agricultural experience.

features that canimpact the trajectory of

individual companies. Entrepreneurship 5. Provide an enabling environment
evolves differently within value chains, as for founders that facilitates

seen by a comparison of the export-focused entrepreneurship.

Kenyan macadamia and domestically-

focused Nigerian maize sectors. The Ultimately, localinnovationand

presence of high-quality mentorship withina  €ntrepreneurship in agriculture in sub-

network, particularly from those with relevant ~ Saharan Africa and India will enable

agricultural experience, can be pivotalin these developing regions to achieve

helping companies scale and raise capital. positive outcomes in poverty alleviation,
food security, and job creation.

Support organizations play a positive

role in providing access to funding and

networks, but the programs are not always

tailored to the needs of the agricultural

sector. Analysis of founder backgrounds

demonstrated a systemic feature of these

networks: teams made up of all-local

founders face more limited resources than

founding teams with at least one expat



Methodology

The findings in this study are based on
interviews with more than 80 founders
and secondary data from more than 250
companies located in sub-Saharan Africa
and India. Of the companies studied, 167
are entrepreneurial companies operating
innovative businesses (i.e., software
firms, invention-based enterprises,

or business processinnovators).
Interviews were conducted with 47
founders from that set of companies.

For furtherinvestigation of the maize value
chainin Nigeria and macadamia nut value
chainin Kenya, data was collected on 129
companies (37 of which overlap with the
former 167). Interviews were conducted with
an additional 39 founders for this analysis.

In parallelto this study on agriculture,
Endeavor Insight also conducted research
oninnovative healthcare and clean energy
companies, which offer points of comparison.
Data was collected on atotal of nearly 1,800
investors, grantmakers, mentors, and support
organizations, of which approximately one-
third supported agriculture companies.

Endeavor Insight's researchis rooted
inunderstanding how successful
entrepreneurial businesses grow, covering
several areas of need including capital,
talent acquisition, mentorship, and support
programs. Data collection occurred before
and during the COVID-19 pandemic, and
follow-up research took place in early 2021.

Key Research Questions

The research process was guided by the
following research questions.

e« Howdo agriculturalenterprises
contribute to poverty alleviation, food
security, and job creation?

 What are the key characteristics of high-
performing agribusinesses?

o Whatare the challenges faced by
innovative agricultural entrepreneurs,
and how do they overcome them?

« How do value chain-level considerations
affectentrepreneursin agriculture
and their localimpact on smallholder
farmers?

« How are ecosystem actors such as
investors, mentors, and support
organizations helping entrepreneurs?

e How candecision makers better support
agriculturalentrepreneurs?

This study examines entrepreneurial
agriculture businessesinIndiaand sub-
Saharan Africathrough several lenses.

There are clear opportunities for
entrepreneurs to address the challenges
that smallholder farmers face and further
the SDGs. With a focus on sub-Saharan
Africa and India, the research explores

how decision makers can best support
agriculturalentrepreneurs as they grow their
businesses.

This study uses various lenses to examine the
dynamics that affect agricultural founders

in these markets, including the type of
innovation that a business has developed,
geographic context, and the dynamics of

the value chainin which it operates. This
approach offers decision makers and
stakeholders a more nuanced understanding
of how entrepreneurs maximize theirimpact,
and a broader menu of interventions that can
support them.



There are clear opportunities for
= entrepreneurs to address the
Il Impact and opportu““:Y challenges that smallholder farmers
face and to further the SDGs.

ADDRESSING THE SUSTAINABLE DEVELOPMENT GOALS

Arobustagricultural sectoris needed Goals (SDGs), which provide a blueprint for
to address poverty, food security, making global society healthier and more
and employment in many countries prosperous by 2030." Although several of the
insub-Saharan Africaandin India. 17 goals are relevant for agriculture, three are
The global community has set out to directly related: no poverty (#1), zero hunger
address these priorities through the (#2), and decent work and economic growth
UN'’s Sustainable Development Goals. (#8). Astrong and secure agricultural sectoris

essentialif these ambitions are to be realized.
In 2015, all United Nations (UN) member

states adopted the Sustainable Development

NO
POVERTY

DECENT WORK AND
ECONOMIC GROWTH

Tidil

Agricultural enterprises, including the African Development Bank projected
smallholder farms, are critical for reducing that the number of malnourished peoplein
poverty and securing the globalfood system.  Africa would rise from 240 millionin 2015
Smallholders grow food crops and cash to 320 million by 2025.3 Africaremains a
crops, both of which provide income, though ~ netimporter of food, but strong production
the former are particularly important for growth since 2011 has caused net food
eliminating hunger. An estimated 510 million imports to level off.# According to the
smallholder farms produce approximately Brookings Institution, there is considerable
35 percent of the world’s total food, making variationin the agricultural trade deficit
their work vital for food security.? across countries in the continent, with only a

handful of countries comprising the majority
of imports.® Although Indiais already a

net food exporter, the country has almost
195 million undernourished people, which
represents one-quarter of the globalhunger

However, agricultural production needs

to outpace the rapid population growthin
developing countries if food insecurity and
poverty are to be reduced. A 2016 report from



challenge.t In both regions, demand for food,
especially higher-value items, will continue
torise as populations and incomes increase.’

There is great potential forimprovements
inagriculture to alleviate poverty and
enhance food security in both sub-Saharan
Africa and India. Growthin agriculture is
estimated to be “at least twice as effective
inreducing poverty” as growth generated
in other sectors, thereby providing the
greatest benefits for those in need.® Africa
contains around 60 percent of the world’s
undeveloped arable land, and its labor force
is setto be the world’s largest by 2035.®
These realities highlight the potential for
the agricultural sector to grow rapidly and
contribute to improved standards of living.

In Africa, although employmentin agriculture
continues to grow, the pace of quality job
creation needs to accelerate. Expanding

the area of land available to harvest
isoneimportant way to increase jobs.
Entrepreneurial solutions, however, can have
an even greaterimpact as they also improve
average incomes through mechanisms

like transitioning subsistence farmers to
higher value crops, improving yields, and
assisting dynamic enterprises as they

move up the value chain into new areas."

Smallholder farmers face several
barriers, which also limit efforts toward
the SDGs indeveloping countries.'

Climate change, pests, and disease have
been major sources of low crop yields

and inefficiency. Farming and irrigation
practices have degraded soil quality and
depleted groundwater levels in both sub-
Saharan Africa and India, compounding the
threat to naturalresources brought about
by climate change.” In Africa, changesin
climate such as prolonged droughts, are
disproportionately affecting the continent
more than other regions, and the continent’s
average yields stand at only 56 percent

of the international average.' Thisis
especially troubling because only a small
minority of sub-Saharan African farms are
irrigated, resultingin a heavy dependence

onrainfall.”® In India, climate change and

the improper use of some fertilizers have led
to land degradation and reduced yields."
Climate-related risks will require smallholder
farmers to use more recent technologies

and adopt new agricultural practices.

Suboptimalfarming practices, older
equipment, and low-quality seedlings are
also factors behind reduced yields. Limited
access to creditis one reason that farmers
in both regions continue to use poor quality
inputs and equipment.”” Smallholders often
struggle to gain access to services such as
creditand insurance because of land tenure
insecurity.” The vast majority of the world’s
poor have no legal control over the land on
which they depend. This limits their ability to
access institutional credit and inhibits their
ambitions to make long-term investments
inlabor or land-based improvements to
increase production. Land tenure insecurity
especially affects female farmers.”

The lack of robust public infrastructure
also poses a challenge for those trying

to make improvements to agriculture,
particularly in Africa,?® but also in rural India.
Many smallholder farmers are located in
remote areas, which often lack paved roads
and suitable connections to markets. This
raises transportation costs and limits the
connectivity between ruralfarms and urban
populations thatis needed for farmers to
have access to larger markets.?' Limited
internet and energy infrastructure further
impacts productivity and performance.??

Smallholder farmers have limited access to
capital and often depend on their relatives
or acquaintances for loans. Formal financial
institutions underserve smallholders
because the latter are less likely than other
businesses to have a credit profile, a solid
track record, or formalinformation about
their operations or management. This makes
it difficult for financial service providers to
make areasonable risk assessment. Even

if the risks are well understood, potential
returns can be too low to be considered
aviable investment proposition.?®



According to the UN, the COVID-19
pandemic has led to the firstincrease

in global poverty in decades, while also
contributing to worsening food insecurity.
The UN’s 2020 Sustainable Development
Goals Report estimates that more than

71 million people were pushed into
extreme poverty in 2020. Even before

the pandemic struck, the UN considered
that progress towards the SDGs was
“uneven”, and that the world was “not on
track to reach the goals by 2030."?* Food
insecurity was already on therise, the
natural environment was deteriorating,
and inequality indicators had not changed
much since the agenda was setin 2015.
The pandemic has led to a global health,
social, and economic crisis, but its effects
have not been felt equally.? Rather it

has exacerbated existing inequalities,
and smallholder farmers have been
particularly vulnerable to these shocks.

For example, supply chain disruptions have
increased the cost of inputs, and limited
market availability meant that many farmers
and agro-processors were not able to
access raw materials. A large proportion

of farmers — 88 percentin Nigeria,
according to a survey by the Sasakawa
Africa Association —could not access their
farms during government lockdowns,?¢

and many farmers and entrepreneurs

were unable to train or hire new labor.?”

For many that were in a position to harvest

their crops, transport disruptions, increased

costs, and supply chain disruptions made
it difficult to access markets to sell their
produce. Therestrictions on movementin
early 2020 in many sub-Saharan African
countries also coincided with preparations
for the main planting season for crops such
as maize and rice.?® Many farmers could
not access seeds and otherinputs, and

seasonalworkers who would normally earn
income during that time of year were left
without the opportunity for employment.

The farmers already dealing with the
effects of climate change and locust
invasions faced a limited planting season
due to COVID-19. Consequently, they
had lower crop yields in 2020.?°

The sharp reductionin globaltradeinthe
first half of 2020 threatened agricultural
communities that rely on exporting their
products. Demand for export crops like
macadamia nuts fell, in line with reduced
globaltrade flows, although staple crops
such as maize and rice experienced
increased demand. While global value
chains and trade in agriculture stalled,
strategies to localize food production,
such as protective measuresintroduced
by Nigeria, may stillhave undesirable
results. Areport from the FAO, “The State
of Agricultural Commodity Markets 2020,”
warns that while itis natural for decision
makers to seek to localize production
following shocks such as COVID-

19, such moves could end up raising
domestic food prices by undermining
countries’ comparative advantages.*®

COVID-19 has undoubtedly caused
much devastation, but it also presents
opportunities to improve efficienciesin
food value chains, especially through
digitalization.®' Entrepreneurs that are
able to take advantage of the rapid
changesin work practices can help

to strengthen food security, reduce
poverty, and offer more job opportunities
throughout the developing world.



OPPORTUNITIES FORENTREPRENEURSHIP

Entrepreneurial companiesin the
agricultural sector operate within the
context of value chains, which represent
the fullrange of business activities
that are involved in the production

of agood or service. Understanding
how value chains are structured, as
wellas companies’ differentroles
within them, is key to assessing the
opportunities for entrepreneurial
solutions that can address the SDGs.

Endeavor Insight compared two value
chainsin sub-Saharan Africa: maize in
Nigeria and macadamia nutsin Kenya. They
were selected due to their prominencein
their respective countries and theirimpact
on livelihood-sustaining businesses,
particularly smallholder farmers. The
comparison demonstrates important
differences in the composition of each
value chain and the varying implications
for the entrepreneurs operatingin them.




CATEGORIZATION OF VALUE CHAIN SECTIONS

Activities

Inputs and equipment
that farmers need to
grow their crops and
increase crop yields.

Services such as fintech
and transportation that
improve efficiency and
yields for farmers.

Purchasers of farmers’
produce for processing,
selling, and/or exporting
it to reach the consumer.

Enterprise Segment

High-Growth, Niche

High-Growth, Dynamic

Dynamic

Note: Enterprise segments refer to the framework outlined in “The Missing Middles” report available from Dalberg Advisors.

Businesses operating in different sections
of a value chain have distinct types of
relationships with farmers. The value chains
under consideration are broadly splitinto
three sections: upstream, midstream, and
downstream. As the table above highlights,
these sections have specific roles and
encompass different enterprise segments.

Founders operating in these sections have
unique relationships with the smallholder
farmers and their livelihood-sustaining
enterprises. Some entrepreneurial
companies in this study operate as suppliers
of smallholder farmers and others serve as
their customers. Farmers’ challenges often
arise due to theirinformal status, and formal
businesses founded by entrepreneurs can
help them increase sales, access finance,
reduce risk, and boost efficiency.*?

This research builds on previous
segmentation studiesin the field. One
is Dalberg’s 2018 “The Missing Middles”

study, which identifies four segments of
businessesin orderto address gapsin
finance: high-growth ventures and niche
ventures, which are both innovative;
dynamic enterprises, which grow steadily;
and livelihood-sustaining enterprises,
which are the smallest and have modest
growth.**FSG’s 2020 “Bending the

Arc” reportand RAF’s 2019 “Pathways

to Prosperity” report also present
typologies of business models.3*

These are useful approaches, but the

key findings primarily focus on one area
of need in entrepreneurship — capital.
Endeavor Insight’s approachinstead
relies on the experience of entrepreneurs
and seeks to understand the various
challenges they face and the range of
dynamics that can impact their growth.



Invention-based enterprises (IBEs) are
companies that conductresearch and development
and manufacture at least one component thatisa
physical product in which the innovation is unique

This reportidentifies three types of innovative

companies: software firms; invention-based _ enough to be patentable. Example subsectors:
enterprises (IBEs); and business process companies. Weather-Monitoring Tools; Irrigation Providers;
Their products and services differ enough to warrant Crop Quality Inspection Tools.

separate consideration, and they also face distinct
challenges and opportunities. The table below
provides examples companies.

+ Business process companies primarily deliver a
product or service that requires “on-the-ground”
operations, and may also involve the use of

o Software companies are defined as those that technology. Example subsectors: Transportation
have primary activities in developing and selling and Logistics; Value-Added Production;
technological solutions and platforms, such as Agricultural Crop Processors.
e-commerce or financial technology (fintech).

Example subsectors: Farmer Finance and Entrepreneurial companies are contributing toward
Insurance; Online Marketplaces; Digital Supply the SDGs in vastly different ways depending on
Chain Solutions; Farmer Advisory Platforms. their products or services, intended customer, and

other factors that determine their business model.

EXAMPLES OF COMPANIES BY INNOVATION TYPE

The headquarter country and year founded are indicated in parentheses.

DeHaat 3 ‘\‘ Farmcrowdy Esoko Networks

(India, 2012) ¥~/ (Nigeria, 2016) (Ghana, 2007)
Digital platform offering end-to-end  Digital platform linking groups of Communications platform for farmer
farmer services, including access to  farmers to resources and markets services such as weather forecasts
inputs and market linkages and insurance

llluminum Greenhouses SunCulture Barrix

(Kenya, 2014) (Kenya, 2013) (India, 2011)
Affordable greenhouses with drip Solar-powered irrigation systems Eco-friendly pest control measures

irrigation and solar powered sensors

Milkbasket Twiga Foods ‘ Ethiochicken
(India, 2015) (Kenya, 2013) ethio  (Ethiopia, 2010)

Subscription based micro-delivery Digital B2B supply platform for Distributor of chickens to rural
service for dairy products and small- and medium-sized vendors farmers in Ethiopia
groceries




This study identifies the comparative advantage of each of the three innovative company types when it comes to
reaching farmers, addressing poverty and food security, and employment. While all can contribute to the three
highlighted SDGs, Endeavor Insight’s research suggests that they each have specific entrepreneurial strengthsin
either serving smallholder farmers, increasing yields and incomes, or reaching the scale of 50 or more employees.

Software companies have a
comparative advantageinreaching
smallholder farmers.

High-growth entrepreneurial
companies that serve large numbers
of smallholder farmers are often
technology companies that have
harnessed the proliferation of
mobile internet to help farmers
access useful services. These
software enterprises provide
farmers with modern tools that
help improve farming practices
and management, and also

create markets and business
opportunities for farmers that
would otherwise not exist. In the
dataset collected and analyzed
forthisreport, more software
companies serve smallholder
farmers than IBEs and business
process companies combined —
these software firms have served
over 10.3 million farmers. Of the top
20 percent of companiesin terms
of smallholder farmers served,

69 percent are software firms,

23 percent are business process
companies, and 8 percent are IBEs.

DeHaat in Indiais one such
example. This company provides
aone-stop app for over 500,000
farmers to purchase inputs, obtain
credit, and access customers.®
Another prominent tech-focused
company in Nigeria, Farmcrowdy,
helps smallholder farmers benefit
from economies of scale that
would otherwise be beyond

their reach, and connects them
with financing, insurance, and
transportation solutions. By April
2021, Farmcrowdy had a network
of 425,000 smallholder farmers.3¢

Invention-based enterprises offer
tangible solutions toimprove food
security and reduce poverty.

Invention-based enterprises are
particularly well suited to address
globalfood security and poverty
reduction because they develop
new, tangible technologies that
transform the way that food is
produced. These kinds of companies
are predominantly “niche” or
“high-growth” smalland medium-
sized enterprises (SMEs).*” This
report considers entrepreneurial
companies that adapt existing
technologies as developing
“incremental” innovation.
Businesses that are significantly
changing the ways that agriculture
operates and populations

access food are considered

to have made “breakthrough”
innovations. Endeavor Insight’s
research found that more than
two-thirds (67 percent) of the
agriculture companies that have
made breakthroughinnovations
are IBEs. These companies are
characterized by their focus on new
technologies forirrigation, energy,
storage, automation, and pest/
disease management, all of which
help farmers improve yields and
increase theirincomes. The IBEs
included in the dataset are also
responsible for nearly 40 patents.

For example, the products made by
Illuminum Greenhouses, a Kenya-
based IBE, protect crops from

pests and disease, while optimizing
conditions for plant growth.
Similarly, SunCulture’s irrigation
kits maximize the efficiency of water
usage while alsoincreasing yields.

Business process companies are
well placed to foster job creation.

Entrepreneurial companies that
operate on the ground to facilitate
the exchange of goods and services
have greater potential for creating
jobs, relative to IBEs and software
firms. These would be considered
“dynamic” SMEs, according to
Dalberg’s definitions.*8 Previous
Endeavor Insight research found
that companies reaching the

scale of 50 employees or more
areresponsible for creating a
disproportionately large share of
jobs.* The analysis conducted for
this project found that the average
employee size of agriculture
business process companies

is much larger than other types

of innovative companies: 97,
compared to 62 for IBEs and 54 for
software firms. These companies
have created a total of over 3,600
jobs. Of the top 20 percent of
companiesin terms of reaching
the scale of 50 or more employees,
44 percent are business process
companies, 25 percent are IBEs,
and 31 percent software firms.

Forinstance, Milkbasket, an Indian
business process company which
provides subscription-based
delivery services for dairy products
and groceries, has over 300
employees across the country.4?
Additionally, Kenya's Twiga Foods
has around 1,000 employees and
provides a digital marketplace

for smallretailers across Africa,
leveraging the data to build an
efficient supply chain. The company
cuts out the brokers who act as
middlemenin these sales, providing
higher prices for farmers’ produce.*



Samir Ibrahim
founder and CEO

1

Co

SunCulture (Kenya)

-
3
(U]
<
(U]
o
Q
(W)
=
=
(=
Ly
=
o
>
©
(]
i)
<
Ly




CASE STUDY:

HHluminum Greenhouses

The disruptive technology created by llluminum Greenhouses demonstrates the
local capacity for innovation in Kenya and the ability to quadruple crop yields.*?

Taita Ngetich (below left) grew up on a
farmin the Kenyan highlands and started
planting his own crops as a way to increase
his income during university. He lost his
first crop of tomatoes to pests and disease,
so heresearched greenhouses and used
them as a solution. When neighbors took
interest in getting their own, the idea for
Illuminum Greenhouses was born.

Ngetich launched the Kenya-based
company with University of Nairobi
classmate Brian Bettin 2014. Their goal
was to modernize farming in Africa and
cater to the needs of smallholder farmers.
They used their mechanical engineering
background to develop greenhouses

that were suited to Kenya'’s climate and
agricultural conditions. Their user-centric
approach to product development involved
testing prototypes with farmers and
incorporating feedback into the final design,
which features a drip irrigation system.

The company was incubated at the
Nairobi-based mLab incubatorin 2015 and
participatedin the Spring Acceleratorin
2017. Ngetich recounts that “mLab
offered critical support at
the idea stage. We were
students with anidea
and had to learn how
tomakeitintoa
business. mLab
gave us space
and ateam. They
helped us build
our business
modeland shared
insight on how to
go to market.”

Ngetich learned two key lessons in the
early years of the company. The first was
the importance of building a strong team
with skilled technicians. The company
initially relied on hiring recent graduates
to staff its technical team, but realized
they needed more experienced staff

to fuelthe company’s growth. Ngetich
also learned how challenging it was

to access venture capital networks.
Fortunately, he was able to secure
grants from philanthropic organizations
early on by finding opportunities via
newsletters and social media.

The company continues to rely on grants
and revenue for growth. Illuminum
received a grant of £900,000 ($1.2 million)
from Innovate UK in 2020. According to
Ngetich, accessing venture capitalis more
difficult for African founders: “Venture
capital firms typically have officesin the
U.S. or Europe. Having an expat founder
makes funding discussions easier, as
these discussions beginin theirhome
countries. As local African founders we
faced a barrier to access capital, but the
narrative is changing. Local offices are
being set up by funds in Nairobi, and we
are now able to network locally.” Ngetich
also describes how support organizations
provided the young company with visibility
and “a stamp of approval” as the company
“caught Innovate UK's attention because of
Spring Accelerator, and Spring Accelerator
had heard of us because of mLab.”

Inresponse to alogging ban by

the government,? Illuminum was
unable to continue using wood forits
greenhouses, and changed the design
to have a steel frame instead.



This adjustment ended up helping the
company’s international expansion, asitis
easier to ship the greenhouses. Illuminum
now also serves customersin South
Sudan, Somalia, Uganda, and Tanzania.
Illuminum has grown to serve more than
16,000 farmers across these five countries.

The company addresses the first two
SDGs, eliminating poverty and ending
hunger, through its durable and
effective greenhouses.** Smallholder
farmers who use the company’s :
greenhouses have witnessed v ‘ .
afour-fold increase in yields. >
According to Ngetich, “We
have had an overall positive
impact on food security, which
has been critical during the
pandemic. Our greenhouses
have led to increasesin
agricultural productionin
smaller, more rural areas.”

In addition, the sale of

each greenhouse in Kenya
creates employment for

four peoplein the country.

The company has diversified
its product line and now
offers arange of “smart
farming” solutions, including
solar-powered sensors and

a cloud-based system for data
monitoring. Through a partnership
with microfinance institution Juhudi
Kilimo, Illuminum Greenhouses also uses
its sensor data to offer credit scores to
farmers with the aim of improving their
access to credit. Looking ahead, Ngetich
hopes to deploy their new products across
East Africa by 2025 and to establish
franchises in West Africa and India.



Entrepreneurial Challenges

ACCESS TO CAPITAL

Access to capitalis acommon challenge
forany entrepreneur, butitis particularly
difficult for agriculture companiesin
developing countries. Based on interviews
conducted by Endeavor Insight, 68 percent
of founders in sub-Saharan Africa and
Indiaidentified accessing capitalas a
major or severe obstacle to growing their
businesses. The graph on the following
pageillustrates that capital was the highest
ranked challenge for founders in this study
(68 percent), ahead of access to managerial
talent (53 percent) and all other obstacles.

Several studies have identified the
existing mismatch of funding available for
agricultural SMEs. The Rural Agricultural
Finance Learning Lab’s “State of the
Sector” report found that 70 percent of
globaldemand for smallholder finance is
unmet, with a particular concentration in
long-term agricultural finance, for which
98 percent remains unmet.*® Within sub-
Saharan Africa, even though agriculture
accounts for 60-70 percent of employment
and 25-30 percent of GDP, itreceives less
than 5 percent of bank loans.“¢ A major
reason for the mismatch, according to
some founders, is that they are not able

to provide the large or more immediate
revenue streams that investors desire.
This echoes findings from Dalberg and
the World Resource Institute, which show
thatinvestors have a preference for larger
companies with a more immediate high-
growth potential.*’ This reality, along with
the variable cash flows due to the seasonal
and unpredictable nature of agriculture,
can make investors wary of the sector.

Founders of agriculture companies
therefore have to rely on a limited
subset of capital providers —including

Agricultural entrepreneurs face many
challenges in growing their businesses,
which hinders their success.

institutionalinvestors, angelinvestors,

and grantmakers — who are willing to look
past the typical criteria of swift profitability
and low perceived risk. However, these
investors are not always knowledgeable
about the sector. Agricultural founders
frequently cited investors’ lack of interest
in, or knowledge of, agriculture and the
rural context in which they operate as
obstacles to their growth. Compared to the
clean energy and healthcare companies
studied, more agriculture company founders
reported that investors are not sensitive

to the needs of their business models.

Finding the right source of capitalcan be
especially difficult for founders who have
lived and worked solely in a developing
country. These local founders, who have

not gained contacts from educational or
professional experiences abroad, frequently
describe the exclusionary nature of global
funding networks and the difficulty of
knowing “the right people” to gain funding.

At the same time, there are geographical
nuances within the sector. For example,
there has been rapidly growing but uneven
interest in agtech, which refers to the use
of technological solutions for agricultural
services and products. Growth in agtech
investment in India far outstripped that

in Africa between 2015 and 2019, though
both regions experienced substantial
increases. Investmentin agtechin
Indiaincreased from $5.7 million to
$244.6 million from 2015 to 2019,“8 while
investmentin agtechin Africa increased
from less than $10 million to approximately
$80 million over the same period." 4

“While the data from these two sources may not be strictly comparable due to theirindividual methodologies, itis reasonable to
conclude that the agtech sector in India has experienced a sharperrise in funding opportunities than that in Africa.



GREATEST OBSTACLES REPORTED BY FOUNDERS OF AGRICULTURE FIRMS
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Note: Figures represent the percentage of interviewed founders of agriculture firms who reported access to each category as a major or severe obstacle.

Source: Endeavor Insight interviews and analysis. Sample size: 80 founders.

Funding frominstitutional investors, such
as banks, is critical for entrepreneurial
companies as they grow their businesses.
Endeavor Insight analyzed over 800
institutionalinvestors who were active

in funding innovative companies in sub-
Saharan Africa and India. Only one-third
had invested in an agriculture company.
This is slightly below the proportion

that had invested in clean energy
companies (35 percent) and significantly
below those that had supported
healthcare companies (53 percent).

Further analysis of the most active
institutionalinvestors in the sample
—those that had invested in three or
more companies across the sectors —
identified their priorities. Only 37 percent
of the institutionalinvestors in this
sample were explicit about supporting
agriculture companies on their websites.

While institutionalinvestmentis increasingly
available in developing countries, it
continues to come primarily from offshore
sources. A large share of the most active

investors are headquartered in OECD
countries, which represent the most
developed economies, and several founders
noted that the geographical distance makes
it difficult to build relationships with them.

Angelinvestment, whichrefers to
investments in a company made by an
individual, not on behalf of a business
orinvestment firm, is a crucial source

of funding. Angelinvestors often

bring relevant experience as former
entrepreneurs or successful business
leaders. Thisresearch analyzed over 300
angelinvestors across the three sectors
studied. Overall, agriculture companies
were less likely to raise angelinvestment
than clean energy and healthcare
companies. Only 20 percent of agriculture
companies received angelinvestment,
compared with an average of 26 percent
of companiesin the other two sectors.

Angelinvestors typically take a personal
interestin helping a company scale, and
often also act as mentors for their investees.
Angelinvestors with the most relevant




ge are better positioned to help

rs overcome challenges, especially
that are particular to a given sector
eography. However, Endeavor Insight’s
ta shows that angelinvestors who support
gricultural entrepreneurs rarely have direct
experience within the sector. Of the 33

most active angelinvestorsin agriculture
—those who have made investments in

two or more agriculture companies —only
two had previously worked in the sector.

The angelinvestors that are funding
agriculture companies are primarily
focused on software, which parallels

their professional backgrounds. Angel
investors that are supporting agriculture are
more likely to have previous professional
experience with software companies, but
have very little experience with business
process companies or IBEs. Consequently,
angelinvestors may simply be focusing
theirinvestment on the types of companies
with which they are already familiar.

Although the investorsin agriculture
companies mainly have professional
experience in the relevant geographical
market, the data indicates that local angel
investors are more prevalentin India.
Conversely, investors funding agriculture
companies in sub-Saharan Africa are
more likely to be based abroad. Looking
specifically at Kenya and Nigeria, the large
majority of the angelinvestors are foreign-
based, except for a few local to Nigeria.

As with the general trend, most of these
individuals have relevant professional
experience, but not specific to agriculture.
Several founders noted that because of
foreign angels’ lack of understanding

of agriculture, they may not be best

suited for understanding the dynamics
between companies and local farmers.

The data from this research indicates that
grants are arelatively common source

of funding for agriculture companies,
butinterviews showed that founders
have mixed views about them. More

than one-third of agriculture companies
in this study secured funding from
philanthropies, with grant funding being
much more prevalent among companies
headquartered in sub-Saharan African
thanin India. This may reflect geographic
contexts more than sectoral patterns:
India has a greater presence of angeland
institutionalinvestors than sub-Saharan
Africa, meaning that African companies are
relatively more reliant on grant funding.

Some founders cited a preference for grants
over private funding because there is less
pressure to create an immediate profit
forinvestors. In particular, one founder
described how grant funding allows more
flexibility and time for the business to
develop a suitable business model.

Still, there are drawbacks to grant funding.
Common downsides that founders

cited include the amount of time and

staff resources needed to complete
funding paperwork and reports, the
lengthy timelines for receiving funding
confirmation, and the delays in business
operations caused by the payment
structure of many grants, where funds are
often disbursed in smaller installments
over time. When founders are awaiting
decisions on their grant applications, it
creates an opportunity cost for pursuing
other sources of capital. Plus, from the
perspective of investors, an overreliance
on grants can be perceived as anindication
of the lack of marketability and profitability
of the company’s business model.



There is a scarcity of capital for
growth-phase companies.

Founders reported that capital

is scarce for companies trying

to expand, which reflects other
studies. Dalberg’s “The Missing
Middles” study notes that growth
ventures typically have a much
greater need for external financing,
and while tech-oriented companies
are often a good fit for VC
financing, companies with physical
products, asset-heavy companies,
and innovative enterprises
pioneering new business models
are not as well served.5®

In this study, some founders noted
amismatch of dynamics between
local and foreign investors. While
localinvestors have a deeper
understanding of growing
companies’ needs, founders
reported that they tend to seek
returnsin shorter spans of time and

do not provide large enough ticket
sizes needed for expansion. In
contrast, foreigninvestors are less
familiar with the contextual factors
affecting a business’s growth, but
are more flexible and patient.

Some founders interviewed for
this study went into personal
debt andrelied solely on revenue
from initial product sales to

run their companies, leaving

few resources for growth.

Entrepreneurs who bootstrap —
i.e., use their personalfinances

and operating revenues to run

their business — had two primary
reasons for their decision: difficulty
in accessing capital and founders’
own desire to not pursue it. For
afew founders, the flexibility

to develop their own business
modelindependent of investors’
expectations and recommendations
is worth the foregone capital.

Longerleadtimescanbea
constraintonfinancing IBEs.

As the graph below illustrates, IBEs
generally have longer development
timelines than their peersin
software or business process
innovation. There are more steps
involved in the development of
physical products, from sourcing
raw materials to testing prototypes.
Many IBE founders mentioned in
interviews that potential investors
are hesitant to provide capital
because they see invention-

based businesses as riskier than
companies offering other types

of goods and services. Some IBE
founders have overcome this higher
barrier to capital by bootstrappingin
order to build workable prototypes.
Then they canrun pilot projects
and demonstrations with those
prototypes as a proof-of-concept
forinvestors, easing their concerns.

COMPARATIVE DEVELOPMENT TIMELINES OF COMPANY INNOVATION TYPES
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Note: Dataincludes entrepreneurial companies that reached 100 or more employees across three sectors (agriculture, healthcare, and clean energy).

Source: Endeavor Insight interviews and analysis. Sample size: 131 companies.



Access to bank loansis important for

any type of company in need of working
capitalor bridge funding, but the data
shows that entrepreneurial agriculture
companies are less likely to receive funds
from lending institutions than companies
in other sectors. This source of funding
was particularly difficult for agricultural
IBEs. According to one IBE founder, banks
are risk averse and have nointerestin
funding products that have no precedent
or existing comparison in the market.

The ability to connect with investors
remotely has the potential to level the
playing field for companies that were
previously struggling to build relationships,
such as those led by local founders.>
Some founders were able to take
advantage of their “essential” statusin
food supply chains during the pandemic

to generate governmentinterestin
providing new contracts or investment.

One study looking at the effects of COVID-
19 on capital found that many philanthropies
accelerated disbursements to existing
grantees, or lowered thresholds for
accessing finance. This was in reaction

to increased caution from commercial
venture capitalists and impactinvestors

in the face of the uncertainty created by

the pandemic, with many such investors
scaling back or pausing investments.>2

However, many companies continue to
struggle. Delays in shipping, both to receive
input materials and to deliver finished
products, negatively impacted emerging
companies’ revenue flows. The inability to
form connections with investors at industry
conferences contributed to the disruption
of funding rounds, forcing entrepreneurs to
adjust their business plans from expansion
to survival. The sharply increased risk
associated with struggling companies,

as well as investors’ needs to maintain
portfolios elsewhere, continues to affect
investment provision across the sector.



ACCESS TO TALENT

When asked about barriers to growing their
companies, agricultural founders cited
talent as the second most challenging
aspect. Specifically, two types of skilled
labor are needed most in the two regions
covered: technicaland managerial talent.
Results from the interviews show that

53 percent of founders identified hiring
qualified managers as a major or severe
obstacle, while 47 percentidentified hiring

engineers and other technical talent as such.

Specialized technical talent, including
software and mechanical engineers, is
particularly important for software firms

due to the nature of their services.

The graph below shows that software
companies report having more difficulty
accessing qualified engineers than both
business process companies and IBEs.
One IBE founder noted that the highly
technical skills in robotics required for
his business idea has made it expensive
and difficult to assemble a qualified team.
Geographic factors also have an impact,
with many founders noting that it can be
a challenge torecruit high quality talent
in cities and itis even tougher when they
look to expand inruralregions. In urban
settings, entrepreneurial founders face
competition from more established
firms, while working in rural areas may be
viewed as less desirable by candidates.

PERCENTAGE OF FOUNDERS REPORTING ACCESS TO TALENT AS AN OBSTACLE
Software companies struggle the most with technical talent, while IBE founders report the most difficulty with managerial talent.
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Managerialtalentis needed at both the
startup phase and the growth phase,
though the skills required change as a
company expands. Ininterviews, founders
questioned whether the managers they
had brought on towards the beginning

of the company would also be equipped
for later phases of growth. Hiring fresh
graduatesis not an option for many
managerialroles, so founders often need
to poach experienced talent from existing
companiesin the sector. While there are
some talent-focused support programs
available, their utility is limited in addressing
the need for experienced managers of
growth-stage agriculture companies.

For example, one founder recounted that
hosting fellows that were sponsored

by animpactinvesting organization
actually ended up hurting the company.

Although it can be difficult to assemble a
qualified team of people who are willing to
live and workinruralareas where agriculture
companies operate, some founders are
developing new partnerships and strategies
tomanagetalentacquisition. Apprenticeship
programs that are tailored to agriculture can
serve as a local pipeline to bridge existing
gaps by matching the right skills to where
they are needed. One organization providing
such aprogramis Partnersin Food Solutions
(PFS), which runs an apprenticeship
program in six African countries. PFS
connects young local talent, especially

engineers and technicians, to agriculture
companies. This gives the apprentice
valuable hands-on experience and the
company a vetted, qualified candidate
who can potentially be hired full-time.53

Some companies are focusing on brand
recognition and marketing to raise their
public profile, while building strong HR
teamsintandem so that they can aid
recruitment. Babban Gona, a business
process company in Nigeria, has worked
toincrease the visibility of its impact on
farmers.> The company accepts that
agriculture has not historically been as
attractive to job seekers as oiland gas or
financial services, and that socialimpact
does not attract everyone. However, they
believe that spreading the word about
how they are improving outcomes for
farmers can attract qualified talent, while
alsoincreasingits portfolio of farmers.

Indian agriculture companies have been
successfulin hiring from the local rural
areas in which they operate, rather than
recruiting talent that would need to
relocate from urban locations. India also
has many incubators and accelerators
linked to local universities, especially the
system of Indian Institutes of Technology
(IITs), which provide a pipeline of talent to
agriculture companies. Because technical
talentis vitalfor product developmentin
early stages, successful IBE companiesin
India have used initialangelinvestment to
pay competitive salaries to build a strong
team that can conduct research and
development (R&D) and build their products.



A survey conducted by the Sasakawa
Africa Association found that 83 percent

of agriculture companies in Nigeria had

not received training in agriculturaland
related issues because of the pandemic,
and that throughout sub-Saharan Africa
the “teaching and learning processes of
the universities and agricultural colleges
has [sic] been significantly reduced.”s® Ife
Oyedele II, the co-founder of Nigerian
company Kobo360, reported that 30
percent of the firm’s trucking fleet had been
disrupted because employees were unable
to work due to government-mandated
restrictions.>®

The pandemic will have long-term
implications for local job creation and the
use of remote talentin agriculture. Some
founders had already made significant
adaptations to build up remote work
capabilities before the pandemic, including
the outsourcing of technicalroles among
Africa-based companies to India. Since
COVID-19, the trend towards remote work
has accelerated. The transition has been
costly in terms of time and effort, but has
also led to greater efficiencies through

the digitalization of systems. This shift
may enable more pipelines for talent, as
some founders reported anincreasein
applications from late 2020. The greater
availability of remote talent is particularly
beneficial for software companies, since
their products are digitalin nature and they
require technically skilled staff.




LICIES

ring interviews conducted for this
esearch, agricultural entrepreneurs
frequently cited government policies and
regulations as obstacles to growing their
businesses. Uncertainty, complexity,
and corruption are the main factors

that contribute to government-related
challengesin the countries studied.

Entrepreneurs benefit from certainty
because frequent changes or inconsistently
applied regulations undermine their
long-term planning and the confidence

of investors. For example, one founder
reported that banning input materials,

such as certain plastics and woods,

caused major delays in finding alternatives
for product development. However,
atotallack of regulation also creates
uncertainty. Entrepreneurs operating

on the frontier of new technologies like
agtech and fintech face an unknown
regulatory environment in some developing
countries without established protocols

or policies for their products. Regulations
must be developed at a faster pace

and aim to provide a more enabling
environment for local entrepreneurs
entering new and innovative sectors.

Overly complex regulations can also
increase the cost of operating a business
and create barriers to accessing new
markets. In most countries, the agricultural
sectoris heavily regulated, given the
consequences for public health, but
bureaucratic inefficiencies, such as
copious amounts of paperwork or the need
to obtain multiple licenses and permits,
frustrate many entrepreneurs. For example,
one Kenyan founder recounted major
delays to shipments because they were
stalled at ports for months while waiting
for permission to proceed. InIndia, a
founder noted the inefficiency and time
costs associated with physical paperwork,
specifically “know your customer” (KYC)

regulations. Fortunately, there has been
some progress, with companies in India now
able to process KYC documentation online.

Unfortunately, many of the countries
included in this study rank poorly on
Transparency International’'s 2020
Corruption Perceptions Index.5” They
alsorank poorly in the World Bank’s 2020
“Doing Business” report, which assesses
countries based on the ease of conducting
business operations like paying taxes,
obtaining permits, and conducting trade.%®

There are, however, some signs of
progress on these fronts. Nigeriarose
from 146th positionin the 2019 “Doing
Business” ranking to 131stin 2020, with
improvements noted in the ease of trading
across borders. India similarly rose from
77th position to 63rd.> When analyzing
government policies and regulations
specifically in the agriculture sector, the
World Bank also found these regions to be
underperforming, but noted that countries
in Sub-Saharan Africa are leading the way in
positive reforms.®® Improving government
accountability, transparency, and the
ease of doing business is vital for not just
agricultural enterprises, but all sectors.
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Severalinterviewees noted that the
COVID-19 pandemic has improved relations
between governments and the private
sector. The urgency of the food security
crisis brought about by the pandemic has led
to greater cooperation, and communication
channels remain open. Governments now
appear more understanding of the need

for cooperation with the private sector,

and some have strengthened or started
new partnerships to work with agricultural
entrepreneurs. Thisisanimportant
development because governments play a
large role not only in regulating agriculture,
but also in shaping market dynamics

as major purchasers and subsidizers of
agriculturalgoods. In India, founders
reported governmentinterestin promoting
the aggregation of smallholdersinto farmer
producer companies, which increase
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their market power and provide new
opportunities for entrepreneurial solutions.

Inthe wake of the increased poverty

and hunger wrought by the pandemic,

the African Continental Free Trade

Area (AfCFTA) came into effect at the
beginning of 2021.°' This agreement
between 55 African countries eliminates
90 percent of trade barriers, enabling

free trade and movement.2 It will greatly
increase economic activity between
African countries through the reduction of
barriers to trade and investment. For the
agriculture sector specifically, AfCFTA
will open new markets, increase food
availability, and provide more stable prices
for farmers.® At this criticaljuncture,

itis necessary for the governments of
African countries and India to devote more
attention to policies and partnerships that
can aid both smallholder farmers and the
entrepreneurs who are serving the sector.




Pathways for Success

Inorderto better understand how
entrepreneurs are overcoming
these challenges, Endeavor Insight
conducted further analysis of the
top-performing companies within
each segment —those that have:

o successfully grownto serve large
numbers of smallholder farmers;

o developed a breakthroughinnovation
toincrease yields and incomes; and

e reached significant scale to
employ hundreds of people.

The following profiles outline the pathways
forentrepreneurial success by identifying
the common patterns among the most
successful companiesin the dataset, the
traits and stories of the founders who
started these companies, useful metrics
for assessing companies like them, and
opportunities for attracting further support.

Many of the top-performing entrepreneurs
interviewed for this study were driven

to found agriculture companies with the
specific purpose of socialimpact, including
food security and sustainability. These
founders have worked to apply their skills to
problems in agriculture after learning of the
challenges faced by farmers including input
costs, accessing capital, and protecting
yields. Theirintroduction to the sector often
came from co-founders, or from farmers
with whom they have spent time directly.
Certainly, those with firsthand experience
growing up on farms orin rural environments
benefit from contextualknowledge that

can reduce their barriers to entry.

There are various trajectories for founders

to achieve impact in the agriculture sector.

Returnees, who comprise a large share
of the founders studied, cite a desire
to “give back” to their home countries
using educationaland professional
experience gained overseas.

For example, the co-founder of Babban
Gona states that their primary motive

was to address the unemployment rate in
areas of political unrest, and thereby to
provide a “productive means of income” for
people and contribute to social cohesion.*
(See also the case study on page 36.)

The business model of each innovation type
lendsiitself to a particular type of impact.
Software companies have an advantagein
experiencing rapid growth in customers,
given the easy and low-cost accessibility of
their products. The number of farmers that
these companiesreach tends to be higher
than otherinnovation types, as mobile usage
rates have greatly increased in developing
countries. On the other hand, agricultural
IBEs are particularly strong in developing
innovative physical products to address
food security and poverty. Finally, business
process companies frequently hire more
employees than software companies or
IBEs because of their labor-intensive tasks.






bring specialized technical talent.

The business model of software companies
is particularly well suited for reaching
alarge number of rural customers and
providing them with valuable services. The
software companies studied mainly focus on
providing finance, insurance, e-commerce,
or crop data management for farmers,
usually in the form of a mobile phone app.

With mobile usage rates rapidly increasing
among farmers in developing countries, it
is becoming easier for software companies
to significantly expand their customer
base, due also to the digital nature and
easy accessibility of their products.®®* The
nimble nature of their business models
means that software companies can
maximize theirimpact on smallholder
farmers with lower staff numbers than the
other company types. Consequently, this
segmentis growing rapidly. On average,
software companies are also a few years
younger than otherinnovation types.

Founders of software companies tend to be
highly educated, typically with advanced
degreesin engineering, business, or
computer science. Many are returnees,
having spent time and gained educational or
work experience abroad before returning to
launch their companies. These experiences
abroad help founders build networks that
can lead to securing important resources
like investment and learn from examples

of entrepreneurship in other contexts.

Founding teams of successful software
companies often bring together different
skills and realms of expertise that

VING SMALLHOLDER FARMERS

tware companies are the most likely to have grown to serve large numbers of
allholder farmers of all three innovative company segments. The profile below outlines
he common attributes of successful software companies and their founders, who often

complement each other. The founders who
were interviewed frequently recounted
that one or more of them had technical
experience, while the other member(s)
brought experience in agriculture or

the geographicalarea. A combination

of talents can help to problem solve as
wellas enable deep knowledge across

the different parts of a business.

Inthe startup and pilot stage, software
founders most often utilize grants and
investments to test and solidify their
business model. Grants are beneficialfor the
early development of software companies,
as they offer more flexibility than VC to
adapt. Some founders met theirinvestors
early on through university alumni networks
or at companies where they previously
worked. Software companies in agriculture
are also more likely to have participated

in support organization initiatives such

as accelerators than IBEs and business
process companies. This may be
attributable to the origin of many accelerator
programs’ models in Silicon Valley, which
are optimized for software startups but not
necessarily for other types of companies.

Because of their measurable impact and
cost efficiency, software companies
succeed in receiving the attention of

VC firms and securing large amounts of
capital. Software companies receive more
angelinvestment, as well as institutional
investment, than the other two types

of innovative agriculture companies.



More investors, especially in India, are

now attracted to agricultural software
companies because of their potential

for high volume, even with low margins.
Among the top-performing agriculture
companies that have served large numbers
of smallholder farmers, software companies
such as DeHaat have raised as much as $46
million. Examples of agriculture software
companies securing venture capitalinclude
Gramophone and Pula. Gramophone
received $3.4 million in a Series B funding
round led by VC firm Siana Capitalin 2020
as a result of growing farmer adoption,%¢
while Pula raised $6 millionin Series A
funding from VC firm TLcom Capitaland
Women’s World Banking in 2021.¢’

COVID-19 brought enormous operational
challenges for many software companies,
with some facing problems servicing
orders during the lockdowns. But it also
allowed agriculture companies to take
advantage of their position within an
essential sector to develop new revenue
streams. In Nigeria, Farmcrowdy, which
had previously focused on serving
farmers and wholesale markets, launched
Farmcrowdy Foodsin 2020 to reach the
retail market and start deliveries directly
to consumers. According to Farmcrowdy’s
founder, Onyeka Akumah, “Having to deal
with lockdown was difficult, but because
foodis an essential serviceitalso allowed
us to get alicense to move food items.”®




CASE STUDY:
Farmcrowdy

Farmcrowdy’s tech-driven model has rapidly created a network of 425,000
farmers, who are able to access inputs, education, and finance early in the
planting season, increasing yields and incomes.®®

Onyeka Akumah (below left), a serial
entrepreneur from Nigeria, developed the
idea for Farmcrowdy as a way to address
challengesin the Nigerian agricultural
sector through technology. He identified
three challenges facing Nigerian farmers:
access to market, inputs, and technical
expertise. Akumah attended university in
India and had a background ininformation
technology, e-marketing, and online travel.
Because he wanted to build a founding
team with experience in other domains,

he approached Ifeanyi Anazodo, aformer
brand consultant; Akindele Philips,

who had a background in accounting;
Christopher Abiodun, a computer
programmer; and Temitope Omotalani,
alocal farmer with extensive knowledge
of the Nigerian agricultural sector.

The team co-founded Farmcrowdy in
2016 with Akumah as CEO. The company’s
original structure was based ona
crowdfunding model, with sponsors from
the general publicinvestingin a
range of farm cycles. The
farmers also received
advice and trainingin
better agricultural
practices and
productionmethods,
as wellas market
access. At the
end of the farm
cycle, the profit
would be split
40:40:20 between
the sponsor,
the farmer, and
Farmcrowdy, once

the initialinvestment had been repaid. In
the first yearit connected around 2,000
smallholder farmers with 1,000 sponsors.”®

Farmcrowdy benefited from a $1 million
seed round from a group led by Techstars
Ventures, which was drawn to the company
via existing interest from localinvestors.”
Akumah believes that “localinvestors are
important because they give validation

for what you're doing as a business, which
helps in gaining international funding.” This
allowed the company to startinvestingin
an app, as wellas to bring on board more
agriculturalexperts and expand its reach.
Farmcrowdy expanded its portfolio of
farmers rapidly because it focused on
reaching out to farming cooperatives and
community leaders to source farmers and
ensured an easy user experience forits app.

Farmcrowdy has restructured as it has
grown, enabling it to focus on more
aspects of the food value chain. For

this process, Akumah understood that
mentorship would be crucial. “Capital to
grow a business goes beyond cash —it
also goes into mentoring. I had very good
mentors around me who were instrumental
in helping me decide how to restructure
Farmcrowdy last year, as I hadn't done
any of that before.” In 2019 Akumah
created a holding company, EMFATO,
that had two businesses: Farmcrowdy,
which specialized in technology for
agriculture without crowdfunding; and
Crowdyvest, the crowdfunding arm.

Farmcrowdy’s agility, and the technology
it has brought to bear on the agricultural
sector, helped the company to win some



large contracts during the COVID-

19 lockdown. According to Akumah,

“As Farmcrowdy was already building
technology around providing finance for
agriculture, we were able to get some of
the biggest partnerships who had farmers’
business, including the federal government.
They were happy to onboard the farmers
into our network such that the farmers
that were supplying them were now doing
so through the Farmcrowdy network.”

By early 2021, the company had a network
of 425,000 participantsin the food value
chainin all of Nigeria's 36 states, having

deployed over $15 million in farming projects

over the previous three years.”? Farmers
that are part of the Farmcrowdy network
speak of the importance of obtaining good
quality seeds and otherinputs early in

the farming season, as well as finance to

enable themtoinvestine
hire laborers. Such factg
yields and incomes for
future, Farmcrowdy s
Nigeria, while conti
network within the
Akumah has als¢
business schog
emerging en

themto Te




SEGMENT 2 — INCREASING YIELDS AND REDUCING COSTS

Invention-based enterprises are companies that have successfully developed
anoriginal product. In agriculture, IBEs are creating solutions that improve food
production and thus help address food security problems and poverty. This profile
shows how theirinnovations are transforming the nature of agriculture in sub-
Saharan Africa and India. The characteristics of IBEs —and their founders — differ
in some important ways from those of software and business process companies.

Company Characteristics

Agricultural IBEs often focus on high-tech
physical solutions for crop protection and
production, clean energy provision, efficient
irrigation, and storage. IBEs in this sector
seem to be much more prevalentin India
thanin sub-Saharan Africa, with nearly
three-quarters of the agricultural IBEs
surveyed based in the former geography.

Founders’ Early Careers and
Educational Backgrounds

A high level of specialized education s
typical of IBE founders, who have often
earned advanced academic degrees

in cutting-edge fields such as space
technology, computer science, and solar
energy. Many are returnee entrepreneurs,
having originally grown up on farms or
inruralareas, which gave them some
early knowledge of farming. In addition,
the founding teams of Indian IBEs are
larger, on average, than African IBEs;
the latter often had only one founder.

A common pattern across the IBE founding
teams studied for this report was that
co-founders metin a university context,
forinstance working on project for a
Stanford class or a business competition
at New York University. Some Indian
founders also developed their IBE

ideas at local universities, either for a
competition or thesis project. Inall these
cases, the founding teams made use of

the university’sresources and received
guidance fromits experts when developing
their products. These academic-based
experiences were then used as the

basis for pilots with actual customers.

Startup Phase

IBE founders face compounded
uncertainties of operating in the agricultural
sector and building new inventions. The
nature of their products means that their
businesses can be inherently costly

and risky. Agricultural IBEs find it more
difficult to access customers, capital,
and managers, but their educational
backgrounds mean that they find it easier
to gain access to engineers and mentors,
when compared to business process

and software companies in the sector.

Endeavor Insight’s research shows that
agricultural IBEs take longer to grow to

10 employees than IBEs in other sectors.
Based on founderinterviews, it seems that
thisis likely due to investors being less
interested in agriculture, as well as the
seasonal nature of crop planting cycles
limiting the pace of growth. IBEs in general
face more difficulty accessing capital than
other types of companies because of the
challenge of building workable prototypes
and convincing investors (and users) that
theirinventions are viable products. By
definition, they are creatinganew and
innovative product, so they face a greater
challenge than other company typesin
demonstrating market viability. Difficulty
inraising startup capitalleads many
founders to make use of bootstrapping

or working capital, while some reported
that running pilot projects, increasing
customer use testimonials, and giving
demonstrations to investors helped to
remove barriers to grants and other capital.

IBE founding teams are often strongin
technicalfields, such as engineering,



so they benefit from business support
during the startup phase. Many founders
mentioned the useful skills they gained from
accelerators and incubators, especially
customer research, business development,
and marketing. However, some support
programs prove unsuitable for IBEs because
the support program staff rarely have
firsthand experience with these types of
companies. This means that the program
curricula fail to appreciate the complexity

of their product and the intricate demands
of testing and preparing for the market. The
mentors in such programs mainly consist

of outside investors, so their programming
is skewed towards fundraising instead of
other, wider concerns around the business.

For growth and expansion, agricultural
IBEs can struggle to access their desired
market and reach smallholder farmers, who
often find new technologies unaffordable.
When combined with potential bureaucratic
hurdles in complying with changing
regulations and obtaining permits toimport
components, this leads to a slow rate of
adoption by end users. IBEs that partner
with larger customers who are less price
sensitive and more concentrated in the
sector, such as aggregators and farmer
cooperatives, may stand a better chance

of success than those that only target their
innovations atindividual farmers. This was
the case with CoolCrop, an India-based
company specializing in cold storage.

Successful IBE founders assemble
technically qualified teams, drawing

on contacts, universities, and business
competitions, and by hiring C-suite level
individuals for managing their growth

to new markets. Several IBEs that have
expanded internationally mentioned that
they participatedin a support program that
had a specific focus on assisting founders
with market experimentation and expansion.
The successful IBEs that have expanded
to multiple countries provide solutions

that address food security by lowering
costs andincreasing yields. These same
benefits apply to smallholder farmers
growing cash crops, helping to alleviate
poverty. A notable example is Agventures,
an agriculturalinputs and equipment
manufacturer, exporter, and consultant,
which was launched in Indiain 2012 and has
since expanded to four countries in Africa.

The onset of the COVID-19 pandemic had
animmediate effect on many IBEs. In some
cases, R&D had to be postponed due to

the closure of lab facilities and the halt in
international travel, resulting in significant
losses. For example, the founder of one IBE
experienced a year of delays in product
development, but has worked onincreasing
R&D at a local facility instead of one abroad.
Despite such setbacks, the crisis also led
some government departments to seek
partnerships with those IBEs that could off
areliable route to ensuring food security.




B CREATION AND SCALE

iness process companies are the most likely of the three segments to
ccessfully scale to 50 or more employees, so they are most closely associated
ith addressing job creation. They had an average employee size of 97, compared
to 62 for IBEs and 54 for software companies, where data was available. The
profile below of their founding teams and business model shows how they differ
from the other two innovative company segments in meaningful ways.

Company Characteristics teams had at least one person with a

business degree and previous work
experience at one of the 1,000 largest
public firms in the world, according to
Forbes.” For example, the co-founder

of Ergos worked as a banker at Barclays
before developing his businessidea, which
combines warehousing and banking.”*
Ergosis an Indian firm that has built a
network of over 100 “micro-warehouses”
to store and aggregate grain produced by
smallholder farmers, while digitizing data
and providing them with market access.”

Business processinnovators are particularly
well suited to providing a large number of
jobs at their companies, primarily because
they operate on the ground by facilitating
the exchange of goods and services to
customers. These companies often adapt
existing technology to drive incremental
innovations — such as supplying food
through specific value chains, serving

as distributors/vendors, and providing
transportation and logistics services.

Across the three company segments, Startup Phase

business process companies are the

oldest, with an average age of almost 10 When starting up, business process
years, compared to eight for IBEs and companies often face logisticalissues,
six for software companies. Data on the especially when they are involvedin
top-performing agricultural business procuring, transporting, and delivering
process companies within the dataset goods. Some founders spoke of
—those that have reached a significant challengesin securing the capital needed
scale of 100 or more employees — showed to buy factories orinvestin equipment.
that African and Indian companies When they turned to working capital
are roughly equally represented. instead of taking on debt, it inevitably

] ] ) slows the growth of the company.
Business process companies are more likely

tohave connectionstoinstitutionalinvestors Inadditionto the challenge of capital, it

and support organizations than to angel can take substantial time and effort for
investors or grantmakers. The relatively companies to build trust among farmers
lower reliance on angels and grantmakers and convince them to try out the new

is likely attributable to business process systems that they are offering. Then
companies’ higher average age, as they training the farmers to use the systems

have had more time to establish themselves. isanothertime-consuming process. As
aresult, many have found it valuable to
Founders'Early Careers and partner with foundations, organizations,
Educational Backgrounds or community-led co-operatives that have
already established relationships with
communities of farmers. This enables the
business process companies to build a
customer base of farmers more rapidly.

Founders of business process companies
primarily hold degrees in business and
have professional experience at prominent
corporate firms. The majority of founding

. “Datataken from Forbes’ Global 2000 list of the world’s largest public companies, available at forbes.com/lists/global2000.



Business process foundersin agriculture
are often highly educated, with contacts
from previous employment at private sector
multinationals. However, they stillreport
greater difficulty in accessing mentors

than founders of the other two company
types. Support organizations such as
Villgro have also been usefulin helping

to connect business process founders to
mentors and investors in the early stages.

Because business process companies
deal with multiple actors across the

food value chain, they have to be highly
attentive to government regulations

and licensing requirements, particularly
when they are looking to grow. Founders
report that the lack of qualified managers
who can account for factors like these
constrain their growth plans.

Without the right talent to put systems

and processes in place, rapid growth can
also create problems, so some business
process founders are deliberately moderate
in their pace of expansion. Thisis where

appropriate investment can be useful.

One company to have successfully used
capital to drive scale is EthioChicken, which
raised finance from Acumen and Finnfund
specifically to fund its business expansion.”
The company now has over 500 employees.

Business process companies have been
more affected by COVID-19 than other
innovative agricultural businesses, because
of their greater reliance onin-person
interactions and need for staff. The
pandemic made several business process
companies pause their expansion because
of stalled fundraising rounds. Some took
the opportunity to update their processes,
and move to digital systems, which should
see them emerge stronger and better
positioned to grow once markets normalize.




CASE STUDY:
Babban Gona

Babban Gona aims to “create an economic buffer to halt the spread of

insecurity by unlocking the power of agriculture as a job creation engine.

Babban Gona was founded in 2012 by Lola
and Kola Masha (below left), Nigerian
returnees with combined experience
thatincludes advanced degrees from
MIT, Harvard, and the University of
California-Berkeley, as well as previous
jobs at the multinational firms General
Electric, Google, and McKinsey. The
founders were motivated by a desire to
halt the spread of instability in the poorest
rural areas of Nigeria and realized they
could contribute to that through job
creation in agriculture, given the sector’s
lower skill requirements. They founded
Babban Gona with a mission to “inspire
and enable hardworking smallholder
farmers to reach their full potential.”’®

The company’s agricultural franchise
modelis designed to allow
farmers to benefit from
economies of scale. Babban
Gona identified poor
economies of scale as
one of the mainissues
that held smallholder
farmers backina
market characterized
by land fragmentation,

w77

poor access to finance and markets,
inadequate cash flow, and a lack of training
services. Thatis also why the company
focuses on the maize and rice value chains,
two staple crops that involve the greatest
number of farmers. Babban Gona'’s holistic
approach provides financial services,
inputs, training, and marketing services to
aggregated groups of farmers, which helps
reduce the risk of lending to smallholders.

Early-stage partnersincluding USAID, the
Gates Foundation, and the Alliance for a
Green Revolution in Africa have provided
funding since 2012 to help the Mashas set
up the company. In total, the company
has raised tens of millions of dollars
through a blended finance strategy, with a
conscious effort not to depend on grants.

Good planning and an early focus on
digitalization helped fortify the company
against the impacts of the COVID-19 crisis.
As Babban Gona's Head of Partnerships,
Ubong Inyang, recounts, “Disruptions within
the supply chain were the main challenges,
with our suppliers facing hold-ups of inputs
comingin from China, and then backlogs at
the portsin Nigeria. I credit Kola for using his
experience of the previous five years to start
planning for the 2020 season three months
earlier than most companies, in December
2019. That meant that we had contracts

with our suppliersin place. The planting
season startsin June, and by Aprilwe had
broughtin all of the inputs for the season.”

Transitioning to remote work brought its
challenges, but Inyang points to their
existing systems that helped the company
adapt quickly. “To alarge degree, we were
already accustomed to working remotely.



In 2019 we were able to digitalize 99
percent of our field operations. Before,
almost every aspect of our operations for
farmers — selection, training, field mapping,
input distribution, plant monitoring—had

to be done manually, butin 2019 we had
built tools to do all of that digitally.”

Babban Gonais dedicated to continually
increasing the value it provides to
farmers, and this strategy was behind the
early push for digitalization. According
to Inyang, “We were thinking about

how we could use technology to scale
our operations and remain efficient.

That led to the commencement of
digitalization.” As aresult, even after
COVID-19 hit, the company had the
capacity toremotely manage its operations
across six states and with over 2,000
workers, including field teams.

Nearly a decade since its founding, Babban
Gonahas served some 200,000 individuals,
and employs over 2,000 part-time and full-
time workers. In 2020 the company created
over 82,000 jobsin agriculture, 70 percent of
which employed young people and a third of
which employed women. This underscores
one of the company’s objectives to “create
an economic buffer to halt the spread

of insecurity by unlocking the power of
agriculture as a job creation engine.””? In
terms of individual impact, the credit and
training that Babban Gona provides helps
farmers to increase both yields and area
harvested, enabling further investmentin
both inputs and machinery. One farmer,
interviewed by Babban Gona, saw the maize
yield on her one-hectare farm increase by
50 percentin a single year, allowing her

to buy a grinding machine and a cow.2°

Babban Gona set out to reach one million
smallholder farmers by 2025 and is pursuing
a dual trackigrowth strategy towards that
goal. Inyang explains, “We're looking

to adaptiour business model to allow

some of our more experienced farmers

to move further up the value chain, to

move away from just production to some
form of processing. We're also looking for
partnerships that would help us create value
for the farmers along other lines, particularly
in education, healthcare, and housing.”



Entrepreneurial networks, such as
value chains and support systems,

IV- Entrepreneurial Networks have various features that impact the

success of individual companies.




VALUE CHAINS

Entrepreneurship evolves differently
within value chains, as exemplified
by the Kenyan macadamia nut

and Nigerian maize sectors.

The value chains within which agriculture
companies operate provide another lens for
understanding how businesses grow and
maximize impact. For this study, Endeavor
Insight selected two prominent value chains
for comparative analysis —macadamia
nuts in Kenya and maize in Nigeria. Both
Kenya and Nigeria are home to high levels
of agricultural production by smallholder
farmers and entrepreneurial activity in
agriculture.® Agriculture is an essential
part of each country’s economy, in terms of
employment, income, and food security.

Kenya is home to around 16 million
smallholder farmersin a population of
over 53 million, more than three-quarters
of whom make some part of their living
inagriculture. Kenya lacks a heavy
industry of the size of Nigeria's oiland
gas sector, meaning that agriculture is
proportionately more important toits
national economy, accounting for over
one-third of the country’s GDP.82

Nigeria has approximately 66 million
smallholder households, 72 percent of
whom are living below the poverty line. Half
of these households comprise rural workers
and subsistence farmers, according to the
Ruraland Agricultural Finance Learning
Lab.83 Around 36 percent of the total are
classified as commercial farmers, with the
remainder being micro and smallagricultural
enterprises. Overall, agriculture represents
20 percent of the country’s GDP.84

In both Kenya and Nigeria, the agtech
sector —which focuses specifically on
applications of technology to agriculture
—and entrepreneurship as awhole are
rapidly growing. Kenya and Nigeria are the
top two agtech markets in Africa, and along
with Ghana, they accounted for over 60
percent of agtech startupsin all of Africa

in 2018.85 In terms of tech startups across
all sectors, Kenya and Nigeria are also two
of the top three largest recipients of tech
investment in Africa. In 2020, Kenya raised
$231 million from 78 deals, while Nigeria
raised $270 million from 124 deals.8¢

Kenya’'s macadamia nut value chainis
export-focused, with entrepreneurial
enterprises concentrated in upstream
activities and downstream processing.

The Kenyan macadamia nutindustry
represents an export-oriented value chain
that has a strong presence of upstream
companies. Kenyais now the world'’s

third largest producer of macadamia

nuts, behind Australia and South Africa.
The Kenya value chain is characterized

by targeted production, as 95 percent

of the produce is exported, mainly to
Western and Asian countries.®”

The crop was originally introduced in the
194Qs from Australia, and widespread
production beganin the 1970s, with frequent
intercropping with coffee.® Before 2005,
the industry was semi-monopolistic, being
dominated by the government-linked
Kenya Nut Company.®? In the years since
then, many entrepreneurial actors have
entered the value chain. In an effort to
maintain Kenya's position throughout the
production value chain, the government
has required the processing of nuts to
take place within Kenya since 2009, which
hasincreased focus on processing.”®

Untilthe COVID-19 pandemic struck in
2020, globaldemand for macadamia

nuts had beenrising, particularly from

the West and Japan, which encouraged
more Kenyan farmers to start growing
macadamia nuts. Local production of
macadamia nuts-in-shellincreased almost
fourfold between 2009 and 2018, from
11,000 tonnes to 42,500 tonnes, with around
200,000 farmers growing the crop.’ Along
with tea, macadamiais one of Kenya's
most lucrative cash crops, but Kenyan



amia farmers continue to receive
r prices than those in other countries,
demand continues to outpace supply.”?

he bulk of Kenya’s entrepreneurial
activity in the macadamia nut value chain
is concentrated in the upstream section, as
illustrated on the opposite page. Upstream
companies serve the highest average
number of smallholder farmersin the value
chain, providing improved inputs and clean
energy sources. Their business focus
helpsincrease efficiency in production
and reduce costs for the livelihood-
sustaining enterprises of farmers.

Because the macadamiaindustry is
highly export-focused, production and
processing are prioritized ahead of
smallholder farmers’' business operations.
Downstream processors, which buy
produce from farmers, represent one-fifth
of the entrepreneurial companiesin the
value chain. Thereis arelative shortage
of midstream companies, which provide
farmers with formal access to essential
services, such as finance, insurance,
transportation, and marketplaces. With
fewer midstream companies in the value
chain, smallholder farmers have fewer
opportunities for services that would
improve theiryields and incomes.

The government’s significant involvement
inthe macadamiaindustry and its nature

as an export crop pose challenges for the
future development of entrepreneurial
companies. Major government interventions
like the requirement of domestic

processing influence where and how
entrepreneurs can enter the sector.

The Nigerian maize industry represents

a local-oriented value chainand has a
strong presence of midstream companies.
This value chainis characterized by large-
scale production for multiple purposes,

especially domestic consumption
because maizeis a staple crop.”> Maize
was introduced to Nigeria in the sixteenth
century by the Portuguese, who brought
it over from the Americas, and it has
become a major part of the Nigerian diet.

The smallholder farmers in Nigeria

who grow maize contribute to national
production of 12.7 million tonnes in 2019.74
Nigerian smallholder farmers generally

only sellone-quarter of their agricultural
produce, with most being consumed by their
own household.” Maize that is not destined
for direct consumptionis used as aninput
for many products in other value chains,
such as ethanoland feed for livestock.?

The most entrepreneurial activity in

the Nigerian maize value chainisin the
midstream sector, which serves the largest
number of smallholder farmers. These
midstream players help farmers by cutting
out middlemen and reducing transaction
costs, thereby increasingincomes.

Government intervention that is meant

to be protective of the maize industry

has uncertainimplications. In 2020 the
government banned maize imports, with the
aim of boosting domestic production during
the COVID-19 pandemic.”” Such a protective
move was supported by some farmers,

but critics claim that the ban caused
shortages, and the government had to make
afew temporary exceptions to maintain
supply.”® Nigeriais already a netimporter

of food, and local production capacity is

not at a level to support such a ban. For the
government'’s strategy to succeed, there
will need to be greater support of upstream
companies to provide inputs and equipment,
as wellas of midstream companies to
support logistical and other services.



COMPARING VALUE CHAINS AND THEIR IMPACT ON FARMERS

Each circle represents a company that participates in the respective value chain. Companies positioned in different sections of
each value chain have divergent impacts on farmers, as indicated by the aggregate number of farmers that they have collectively
served below the purple ribbon.

@ ENTREPRENEURIAL COMPANY @NON-ENTREPRENEURIAL COMPANY
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560,000 farmers served 7.34 million farmers served 1 million farmers served

Note: Dataincludes companies operating in the Kenyan macadamia and Nigerian maize sectors. Non-entrepreneurial companies include input providers,
processors, and wholesalers. The aggregate number of farmers served is based on available company-reported data.

Sources: Endeavor Insight interviews and analysis; company websites. Sample size: 129 companies.




Lessons can be drawn by comparing these
two differently structured value chains.

Endeavor Insight examined a number of
factors to better understand the patterns
that differentiate the companies and
founders in each value chain. Businesses
operating in the Kenyan macadamia
industry are commonly younger than those
in the Nigerian maize value chain, with

an average age of 12 years, as opposed

to 18 for those studied in Nigeria. Data

on these companies shows that young
Kenyan companies have been able to
scale more quickly — companies founded
therein the past 10 years employ an
average of 76 people, compared to 42 for
thosein Nigeria’s maize value chain.

Businessesin the Nigerian maize value
chain have had a greater reach to domestic
populations, serving an average of
556,000 farmers, compared to 189,000

for Kenyan companies in macadamia. In
the former, 60 percent of the businesses
are business to consumer (B2C),
compared to 48 percentin the latter.

The Kenyan companies studied have

raised more capitaland have a greater
influence from abroad. The data collected
for thisresearch shows that 31 percent of
the Kenyan macadamia companies have
raised capital, with an average of $26
million, compared to 22 percent of the
Nigerian maize companies, which average
$16 million. At the same time, Endeavor
Insight’'s data showed that 64 percent of the
foundersin the Kenyan macadamia value
chain are expats, while most foundersin the
Nigerian maize value chain are returnees.

As the visualization on the next page
shows, the companies in the Kenyan
macadamia sector thatreceive the most
resources and services are expat-led
companies. On the other hand, such
companiesin the Nigerian maize sector
are primarily returnee- or local-led.

The popularization of mobile banking
through MPESA after 2007 greatly
influenced the development of Kenyan
software companies across all sectors, and
alsoled to a surgein foreigninvolvement
inthe local ecosystem.”” Foundersin the
macadamia value chain are more likely

to need pre-existing relationships with
foreign actors to succeed in establishing
their businesses, and this influx of outside
interest created a barrier to entry for

local entrepreneurs who may lack such
connections. There are recent signs of
improvementin thisregard, as tech-related
startups in Kenya are proliferating.'®®

These findings have implications for the
differences between export-oriented

and local-oriented value chains. Because
the midstream section of the value chain
directly provides services to farmers,

it has a greaterimpact on the success

of individualfarms. Itis this direct
engagement, which avoids middlemen, that
enables them to have the greatestimpact.
This sectionis relatively more developed
in the Nigerian maize value chain thanin
the Kenyan macadamia value chain.

This difference can be viewed in the
context of the nature of the two value
chains: Kenyan macadamia, being export-
focused, has strong connections to
foreign capitaland mentorship, which
may be beneficial for scaling, but not

for building linkages to local actors

like farmers. In contrast, domestically
focused value chains with more local or
returnee founders, such as Nigerian maize,
succeed morein socialimpact, but need
more assistance accessing capital.



FOUNDING TEAM BACKGROUNDS AND CONNECTIONS IN EACH VALUE CHAIN

The size of the circle is proportionate to the resources a company received including mentorship, investment, and other support.

Most Well-Connected Companies in Kenyan Macadamia are Expat-Led

EXPAT

RETURNEE () [ )

Year Founded: PRE-2012 2012-2014 2015-PRESENT

Most Well-Connected Companies in Nigerian Maize are Local- or Returnee-Led

EXPAT

RETURNEE

Year Founded: PRE-2012 2012-2016 2017-PRESENT

Note: Companies were included if they received resources or services from at least one mentor, support organization, or investor. Each bubble represents a com-
pany, and its size is proportionate to the number of relationships it had with those providers. Empty sections indicate the absence of companies with investment
or supportrelationships. Founding teams are defined as “local” if they have no expat or returnee co-founder, “returnee” if they have at least one returnee but no
expat co-founder, and “expat” if they have at least one expat co-founder.

Sources: Endeavor Insight interviews and analysis; LinkedIn; PitchBook; Crunchbase; company websites. Sample size: 197 connections.




MENTORSHIP

Atelling feature of entrepreneurial networks
is the quality and quantity of mentorship
found between entrepreneurs. Thereis

no common definition of mentorship —
conceptsrange from informalrelationships
thatinvolve ad hoc discussions to highly
organized programs. Some organizations
advocate for structured programs in

which mentors are carefully selected and
trained, such as Mowgli Mentoring."' For
the purposes of this study, mentorship is
defined as at least three instances of one-
on-one engagement lasting 3@ minutes

or more to where someone advised a
founder on critical businessissues, and
this engagement can occurindependently
of a support organization activity.

The quality of mentorshipin a sector
matters. In this study, the mentors who
support agriculture companies often have
relevant experience. Forty-four percent

of the mentors had previous experience
inagriculture themselves, 46 percent had
experience founding a scaled company, and
two-thirds were currently based in sub-
Saharan Africa or India. Founders recounted
that they typically met mentors as angel
investors and through support programs.

Looking specifically at the Kenyan and
Nigerian value chains, 25 percent of
companies in the Nigerian maize sector
received mentorship, compared to only 16
percent of those in the Kenyan macadamia
sector. Entrepreneurs that received
mentorship perform better than those who
do not, in terms of scaling their companies
to 50 or more employees. Of the companies
studied, 36 percent of mentored companies
reached scale, compared to 30 percent of
non-mentored companies. This was true
for both the Nigerian and Kenyan value
chains. InKenya, 44 percent of companies
with mentors reached scale, while only

35 percent of those not mentored did so.

In Nigeria, 31 percent of companies with
mentors reached scale, compared with
only 21 percent of those not mentored.

” Kobo360 founders
Ife Oyedele Il (left) and Obi Ozor (above)



The data also shows an association between
mentoring and the ability to raise capital.
Overall, 56 percent of companies with
mentors raised at least $5 million in capital,
compared to 39 percent of companies
without mentors. As with scale, this was
also true for both value chains. In Kenya,
75 percent of mentored companies raised
at least $5 million, compared to 47 percent
of non-mentored companies. In Nigeria,
40 percent of mentored companies

raised at least $5 million, compared to 25
percent of non-mentored companies.

Some successful Nigeria-based
entrepreneurs, such as the founders of
Kobo360, Farmcrowdy, and Thrive Agric,
have further contributed to their local
entrepreneurial ecosystems by mentoring
orinvestingin other entrepreneurs. In the
Nigerian maize value chain, connections
were 20 percent more likely to be

from other entrepreneurial companies
thanin the Kenyan macadamia value
chain, which has a greater prevalence

of connections from foundations and
support organizations. This indicates that

“ Farmcrowdy founder
Onyeka Akumah

successfulfounders have greater relative
influence in Nigeria’s maize value chain
thanin Kenya’s macadamia value chain.

Still, gaps continue to exist in the availability
of mentorship for agricultural entrepreneurs
inthese markets. Several founders stated
that the mentorship they received was not
relevant to the agricultural sector, or felt

too polished and unrealistic because it

was not coming from people with firsthand
experience. Others identified a culture

of distrust within the entrepreneurial
community, causing a lack of willingness

of founders to share their experiences.




CASE STUDY:
Stellapps

Connections from education and prior work experience gave Stellapps a
strong network of mentors, who were invaluable in helping the founders grow

the company.'®®

The five co-founders of Stellapps (below)
have extensive experience in computer
science and engineering, including some
who gained international experience
before returning to their home country.
Ranjith Mukundan, Ramakrishna Adukuri,
Venkatesh Seshasayee, Ravishankar
Shiroor, and Praveen Nale met while working
together at Indian IT company Wipro.
Between them, they had work experience
across Europe, the United States, and
East Asiain developing Internet of Things
(IoT)” solutions for home automation.

They aimed to use their technical
backgrounds and experience in IoT to solve
acompelling problem in sectors such as
healthcare and agriculture. On the advice
of a friend who worked in the dairy industry,

they focused on tech-based solutions for
that sectorin India, and in 2011 launched
Stellapps as a technology company.

The company applies state-of-the-art
mechanization tools that leverage IoT, big
data, cloud mobility, and data analytics
across the dairy supply chain. Through the
use of these tools, milk quality and quantity
is monitored and recorded at each stage,
creating greater transparency in the value
chain. According to Mukundan, this “allows
for farmers to not be taken advantage

of by agents that run these centres, and
leads to anincrease inincome for them.”

The initial challenges for the founders
included raising capital and developing an
understanding of agricultural supply chains.
A connection with the Indian Institute

*Internet of Things (IoT) describes systems by which physical devices connect to the internet to share data and communicate

@ with a network without involving human interaction.



of Technology at Madras (IIT Madras),
Shiroor and Nale’s alma mater, served as
aroute to access mentors, government
grants, and angelinvestors, which proved
crucial to the company’s growth.

The company was incubated at IIT Madras,
where the team met Professor Ashok
Jhunjhunwala, one of the company’s
earliest and most influential mentors.
Jhunjhunwala had served on the board of
several companies and was able to offer
the founders practical, industry-specific
guidance. Mukundan explains, “He offered
us advice about how to build a business
inits initial days, and showed us why

unit economics [analyzing profitability

at the unit level] was important, and that
we cannot be focused on just R&D.”

Jhunjhunwalain turn connected the
founders to scaled entrepreneurs

within his own network, including M. M.
Murugappan, the Vice-Chairman of an
Indian conglomerate, the Murugappa
Group. Murugappan offered the founders
advice on how managing the business
would change asit scaled. He taught them
that they could not wait to achieve scale,
but that they had to actively plan forit.
Murugappan was also responsible for

connecting Stellapps to their first customer.

Understanding the value of mentorship,
the founding team tapped further into their
professional networks, seeking advice
from an experienced C-suite executive
from Wipro on building the company with
along-term vision. A former customer

of Wipro helped the founders with their
operations and shared inputs on building
aninitial network based on his experiences
at Airtel. Mukundan relates that not only
were these mentors fundamentalin
helping the founders navigate business,
but they also provided connections to
customers, angelinvestors, and other
mentors. “There was a cumulative effect
of talking to multiple people who we were

referred to by the
problem we we
not a cookie-¢
trying to har
to see whic
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IZATIONS

The agriculture companies in this study
participated in more than 150 support
organizationsincluding incubators,
accelerators, and other programs. These
programs provided business training, as
wellas networking with professionals
and formal mentorship opportunities.

Founders reported mixed experiences
when participating in support organization
programs, but consistently noted several
aspects that were valuable. Organizations
that offered access to funding and networks
were seen as the most helpful. Peer-to-peer
networking is also viewed as worthwhile, as
it enables entrepreneurs to bounce ideas off
each other and cement new partnerships.
Such connections canin turn lead to
mentorship and new funding opportunities.
Founders valued how support organizations
could help them create better business
plans and appreciated guidance on running
the “day to day” aspects of a business.

Agriculture companies that participated
ina support program were more likely to
raise capital and slightly more likely to
reach the scale of 50 or more employees.
Sixty-seven percent of agriculture
companies that had participated in a
support organization also raised capital,
whereas only 49 percent that had not
participated also secured capital. These
findings align with research from Global
Accelerator Learning Initiative (GALI)."%3

Founders reported that support organization
programs were not tailored to the needs

of the agriculture sector. For example, one
founder cited a lack of consideration for
value chain dynamics and for multi-country

expansion, while another mentioned that
their program did not factor in crop cycles.
Additionally, founders of agricultural IBEs
remarked that support programs did not
fully consider the intricate demands and
longer gestation period for testing physical
products, storing them, and preparing them
for market. This resonates with research by
GALI, which found that only 9 percent of
accelerators focus on the agriculture sector,
likely because the accelerator model was
initially built for the tech sector and has not
been adapted enough for agriculture.’®*

There are systems-level gaps in what
support organizations are currently offering
agriculture companies. The graph on the
next page shows that while many programs
focus on helping agriculture companies

at early stages, relatively few assist with
growth and expansion strategies. Of the

145 support organizations supporting

the sector, 120 served the pilot or early
stage, while 43 served the growth or
expansion stage. (Many organizations serve
companies at various stages.) On the other
hand, Endeavor Insight found that a large
majority of entrepreneurial companies were
at the growth or expansion stage — 122 out
of 167. This suggests a discrepancy between
theresources available in the ecosystem
and the existing needs of entrepreneurs.

While support organizations frequently
incorporate curricula or activities to help
founders raise capital, access to talentis
less often addressed despite it being the
second highest ranked challenge noted by
founders in this study. Endeavor Insight
analyzed data on the most common support
organizations, those that had supported

at least two agriculture companies. Only
31 percent of them run programs that are
explicit on their websites about assisting
entrepreneurs with access to talent.



COMPARISON OF SUPPORT ORGANIZATION OFFERINGS AND COMPANY STAGE
Support organizations tend to focus more on the earlier stages, whereas more companies are at the later stages of growth.

Support
Organization
Focus

Company
Stage

0% 25%

GROWTH OR
EXPANSION

GROWTH OR EXPANSION

50% 75% 100%

Note: Data on support organizations includes those that served at least one agriculture company in the study. These categories were not mutually exclusive, as
some support organizations supported more than one stage. Out of the 145 support organizations that supported agriculture, 120 supported the pilot or early
stage, while 43 supported the growth or expansion stage. Agriculture companies were categorized as being at the pilot or early stage if they were 0-4 years old
or at the growth or expansion stage if they were 5 or more years old. This data was mutually exclusive and included 167 companies, of which 45 were at the pilot or

early stage and 122 at the growth or expansion stage.

Sources: Endeavor Insight interviews and analysis; LinkedIn; PitchBook; Crunchbase; support organization websites. Sample sizes: 145 support organizations

and 167 companies.

Support organizations are especially
lacking when it comes to helping recruit
managerial talent, which is one of the
mostimportant needs for agriculture
companies that are looking to grow.

Geography is another factor that limits
agriculture companies’ access to support
organizations, particularly in sub-
Saharan Africa, which has far fewer local
organizations than India. Data from this
study shows that while 55 percent of
Indian agriculture companies participated
inalocally based support program,

only 22 percent of companiesin sub-
Saharan Africa did so. Further, only one
out of the top 10 most common support
organizations that founders participated in
was headquartered in sub-Saharan Africa.
While the largest support organizations

do have affiliate offices in several markets,
they are not as attractive to agriculture
companies as locally based support
organizations because the latter can foster
linkages across their own value chain.

There has been some movement to provide
more local entrepreneurial supportin
Africa. For example, the African Leadership
Academy was founded in South Africa

in 2004, and is addressing existing gaps

in the continent by providing a local
pipeline to train young entrepreneurs.

Founders’ complaints about the lack of
specialized knowledge in some support
programs align with findings from a 2018
Spring Impact report, which highlights
the greater need for tailored, technical
assistance for small and growing businesses
in current support efforts.'®s If support
organizations remain poorly acquainted
with the agricultural sector and local
context, then the businesses that they
support will be poorly equipped to scale
up and serve smallholder farmers.




FOUNDING TEAMS

The composition of founding teams can
play a significant role in the trajectory

of entrepreneurial companies. As
demonstrated in the preceding sections,
the initial spark of the businessidea and
ability to attract resources, or to defy
market constraints, depend on the abilities
and relationships that founders possess.
Underlying these findings is a systemic
feature of these networks —teams made
up of all-localfounders can face more
limited resources than founding teams
with at least one expat orreturnee.

Two factors underscore this divide. Expat
and returnee founders bring with them
educational and professional experience
(often from developed countries) and
valuable relationships which can help
them to succeed. Biases and a preference

for companies that have already received
attention within the system of support
further exacerbate these discrepancies.

Companies with at least one expat on their
founding team currently have an edgein
accessing capitaland scaling a company, as
shown in the graph below. A large majority
(86 percent) of the agriculture companies
which had at least one expat founder have
raised capital, compared to 55 percent with
all-localteams. As aresult, expat founders
were less likely than local founders to
report access to capitalas a challenge.

Thereis also an apparent pattern
when looking at whether a company
has achieved scale. Sixty percent of
the agriculture companies that had at
least one expat founder have scaled
to 50 or more employees, compared to
just 30 percent of all-local teams.

PERCENTAGE OF COMPANIES THAT RAISED CAPITAL BY FOUNDING TEAM TYPE

Percent that Raised Capital

100%

80%

60%

40%

20%

0% —

73%

55%

Local Returnee

86%

Expat

Note: Founding teams are defined as “local” if they have no expat or returnee co-founder, “returnee” if they have at least one returnee but no expat co-founder,
and “expat”if they have at least one expat co-founder.

Sources: Endeavor Insight interviews and analysis; LinkedIn; PitchBook; Crunchbase. Sample size: 143 companies.



While local founders also want to raise
funds and scale, they cannot access
capital as easily as expats, and some
reported that they are often passed
over by investors, who seem more
interested in expat-led companies.

These findings reflect other research
studies. According to a World Resources
Institute study from 2020, impact investors
have more incentives to direct capital

to foreign-owned companies that offer
higher returns on exit than smaller-scale
local agriculture companies.’® Despite
being profitable, localentrepreneurs are
more likely to build smaller businesses
and stay limited in scale because of
capital constraints. As that report states,
investors can do more to help local
entrepreneurs scale over the long term.

The gains among founding teams are not
confined to those with at least one expat.
There are similar advantages among
founding teams with at least one returnee
(founders from the local country, but
who had education or work experience

in a different country), although not as
pronounced. Endeavor Insight found
that teams with at least one returnee are
20 percent more likely to have raised
capitaland 10 percent more likely to have
scaled than teams with local founders
who had no experience abroad.

These patterns differ according to
geographic region. Within the agricultural
sector, expats have an outsized role in sub-
Saharan Africa, while returnees and all-local
teams are more common in India. In fact,
returnees are almost twice as commonin
Indiathanin sub-Saharan Africa. In Africa,
31 percent of agriculture companies have at
least one expat founder and only 15 percent
have fully local teams. All-local founding
teams in Africa face more of a challenge
than their counterpartsin India, who are

1.5 times more likely to raise capital and
three times more likely to have scaled to

50 employees or more. Since angelinvestors
are more prevalentinregions that have a
higher proportion of local entrepreneurs,
these differences have implications for the
development of localinvestment networks.
InIndia, angelinvestors are more likely

to be locals, while in sub-Saharan Africa
they are more likely to be based abroad.

Within the two value chains studied for

this research, most of the foundersin
Kenya are expats, while mostin Nigeria
arereturnees. This may be a reflection of
the fact that the Kenyan macadamia nut
industry is export-focused. As aresult,
Kenyan companies were more likely to have
foreign-based funders and mentors than
those in Nigeria. When comparing the best-
connected companies to therest, the top
performersin Kenya were also more likely
to be expat-led, while the onesin Nigeria
were more likely to be returnee-led.

For the agricultural sector as a whole,
the prominence of expat founders,

and to some extentreturnees, is not
ideal due to the stronger linkages local
founders are generally able to cultivate
with smallholder farmers. As work by the
Tony Elumelu Foundation has shown,
local African entrepreneurs in agriculture
frequently have firsthand experiences
infarming. In their focus group study of
over 300 agricultural entrepreneurs, two-
thirds came from households in which
their parents worked in agriculture.'?”
These direct linkages between local
founders and farmers are valuable for
understanding and serving their needs.




The findings of this report reflect many

of the principles of a 2018 Endeavor
Insight study on the software sector

in cities across sub-Saharan Africa

and South Asia, which examined how
entrepreneurial communities can become
more productive. It found that certain
types of connections, such as mentorship
orangelinvestment from experienced
entrepreneurs, are more valuable than
others. When entrepreneurs primarily
receive support from staff at organizations
such as accelerators, this can limit the
productivity of a community, especially

if the leaders of those organizations

do not have relevant entrepreneurial
experience. Thereport concluded with
an approach for Entrepreneur-Led
Economic Development (ELED), in which
decision makers can facilitate a greater
role for successfullocal founders.'%8

The 2018 study found that in comparison to
Nairobi, the local software entrepreneurship
community in Lagos had a greater number
of overall connections between founders,
as well as between founders and local
investors and support organizations.’??
These differences also reflected in the
agricultural value chainsin Nigeria and
Kenya, which include many software
companies. A larger share of companies

in the Nigerian maize sector received
mentorship, and more of the mentors

were locally-based, thanin the Kenyan
macadamia sector. The Nigerian maize
value chain shows robust connections
among local actors, with 81 percent of active
mentors being local to the community.

In contrast, only 40 percent of mentors
supporting companiesin the Kenyan
macadamia value chain were local.

REPRENEURIAL COMMUNITIES

In Nairobi, the 2018 study found that the
mostinfluential organizations among
the software community were support
organizations rather than entrepreneurs.
Thisis characterized as a “top-down
approach”in which objectives and funding
are determined by people outside the
community with little to no participation
by local entrepreneurial leaders."® The
proliferation of support organizationsin
Kenya effectively elevates the influence
of people with less entrepreneurial
experience, crowding out the voices

of top-performing entrepreneurs.

ELED strategies that prioritize the
leadership and influence of successful
entrepreneurs are important for the
agricultural sector —and outcomes for
smallholder farmers —for a number of
reasons. When founders build strong
connections with more experienced
peers, it helps new companies scale and
gain valuable knowledge from those who
have been through similar situations.
Theserelationships can be especially
relevant as younger companies navigate
the difficult task of bringing new solutions
that help smallholder farmers cut costs
and increase incomes. Additionally, if
productive entrepreneurial communities
fosteralarger presence of midstream
actors, like finance and insurance
companies, this can enable farmers to
afford the more expensive products that
upstream companies (including IBEs)
provide, such as irrigation devices.

“Formore information on Entrepreneur-Led Economic Development, see Endeavor Insight’s report “Fostering Productive

Entrepreneurship Communities”, available at endeavor.org/fpec.



The dynamics uncovered in this study have
implications for the development of local
entrepreneurship ecosystems. In sectors
and markets where resources are scarce,
such as agriculture in developing countries,
the prominence of expat-led companies can
have the effect of diverting funds away from
local entrepreneurs. However, returnees
appear better placed to contribute to the
future success of domestic entrepreneurs
given their lasting local connections.

According to social network theory,
founders of a similar professional
background are more likely to build
relationships within the same group. The
2018 report showed that expat founders
most frequently build relationships

with other expats, and returnee
founders with other returnees." These
patternsinfluence the trajectories of
entrepreneurship communitiesin a way
that does not necessarily strengthen the
local ecosystem. While this dynamic may
increase the chances for each of the two
respective groups to access capitaland
networks, it limits opportunities for local
founders to access those resources.

Endeavor Insight’s analysis on agriculturein
this study reflects other findings which show
that capital providers have a preference for
founders who have similar backgrounds
and experiences as themselves. When
expats and local founders compete for
funding from foreign investors, expats

often win because their background more
closely resembles that of the funders from
developed countries.? Some founders
interviewed in this study expressed their
perception thatinvestors seem to prefer
expats, specifically saying that there is

a “bias” against local entrepreneurs.

In contrast, returnees, as members of the
broader local community, are more likely
to extend their relationships and networks
to local businesses, thereby contributing
to the growth of the entrepreneurship
ecosystem. Many returnee founders
stated that one of their prime motivations
for starting a company stemmed from
their desire to rejoin and contribute to
their local community. Research by other
organizations also demonstrates that
returnees frequently leverage their social
connections with local entrepreneurs and
contribute to economic development.'




V. Recommendations

There is great potential for agricultural
entrepreneurs in sub-Saharan Africa and
India to contribute to poverty alleviation

for smallholder farmers, increased food
security, and job creation. The innovative
solutions developed by entrepreneurs

can helpincrease yields, enhance

market transparency, improve access to
services, and more. In order for the global
community to maximize these benefits

and make progress towards the SDGs,
decision makers should take action to
address the challenges that agricultural
entrepreneurs face and the systems-level
gaps that persist. This section presents
recommendations to improve the areas that
most affect entrepreneurs: capital, talent,
support, mentorship, and policy. Many of
theserecommendationsinvolve cooperation
between different actors, in recognition of
their complementary roles and the potential
benefits from a well-connected ecosystem.

Decision makersin this space need to

be aware of the specific needs of the
agricultural sector when making their
investment decisions and designing support

This section provides practical
recommendations for addressing

the major challenges that agriculture
company founders face.

programs. By following the principles of
Entrepreneur-Led Economic Development
(ELED), key actors can make better
decisions toimprove local entrepreneurship
communities and consequently, the lives

of farmers and the wider population. As
definedin previous Endeavor Insight
research, the ELED approachis based

on the understanding that experienced,
successfullocal founders areimmensely
valuable as knowledgeable members of
the community. Listening to the leaders of
the fastest-growing firms sheds light on
the most critical constraints within the local
market and benefits the next generation

of entrepreneurs through the transfer

of knowledge and direct mentorship.

In addition to the interviews with founders,
Endeavor Insight spoke with over a
dozeninvestors, support organization
leaders, and other experts on agricultural
entrepreneurship in sub-Saharan Africa
and India. The following practical
recommendations for decision makers
emerged from those conversations and
the analytical findings of this report.

Reframe agriculture as a strategic investment, while helping founders secure capital

at different stages of development.

Access to capital was the highest ranked
challenge among the founders interviewed
for this study. An important way to address
this obstacleis to increase the availability
of financing from capital providers whose
goals are aligned with the founders.

Agriculture, as a prospective investment
vertical, is often viewed as risky due to its
unpredictability —which has been amplified
by the growing impacts of climate change
— andrequirement for patient capital.

To counteract these negative viewpoints,
founders and their supporters should help

investors understand how agriculture
can serve a strategic purpose. Since
agriculture has a distinct risk-and-return
profile in comparison to other sectors,
investors can diversify their portfolios
by including companiesin the sector as
a hedge against otherinvestments. In
fact, agriculture’s essential status during
the COVID-19 pandemic bolstered its
demand, while other sectors faltered.”

When deals are negotiated, calculations
of potential return should account for the
possibility that high volumes willmore



than offset the impact of low margins,
both of which are typicalin agriculture.
These strategies would reduce the
perception of risk and improve the
understanding of returns associated with
the sector, transforming the common
calculation of the risk-return ratio.

For such adjustments to occur, investors —
especially VC firms due to their prominent
role across growth stages — should build
stronger connections with experts who have
specialized knowledge of the agricultural
sector. Even when investors are more

risk tolerant, their lack of familiarity with
agriculture can keep them wary of entering
the sector. To overcome this barrier,
investors can build advisory networks with
sectoral experience, as is often the case

for other sectors like fintech. It can also be
difficult for offshore investors to understand
country-specific contextual factors if

they do not have a local presence. In such
cases, foreign investors can partner with

local capital firms, which can provide vital
knowledge and lead the funding round, even
if the foreign firm provides a larger ticket.

Support organizations and philanthropies
should also play arole in these efforts.
Those that already offer grant support

can connect agricultural entrepreneurs

to affiliated banks or to institutional
investors who can provide larger scale
funding as they graduate from earlier
stages. This kind of cooperation between
different ecosystem actors would enhance
larger capital providers’ awareness of

the agricultural sector and help smooth
the transition for founders as they reach
scale. For example, the Tony Elumelu
Foundation — which provides small

grants and training programs to emerging
founders —connectsits alumnitoits
affiliated partner, the United Bank for Africa
(UBA), as a source for larger financing.

Build specialized pipelines for technical and managerial talent.

Finding theright talentis often a challenge
due to the rural nature of agriculture and
the specific requirements of growing an
innovative company. As the second most
common challenge identified by founders in
this study, talentis an area where decision
makers should play a larger role, especially
by supporting a robust pipeline of technical
talent and by facilitating connections that
can help source qualified managerial talent.

InIndia, the IIT university systemis an
example of a strong pipeline for technical
talent. Companies that participate in

its university-based incubators and
accelerators then have a convenient pool
of local technical talent from which to
recruit. Some Indian agriculture companies
have also specialized in hiring employees
from local universities close to where they
operate, rather than trying to recruit and
move talent from urban to ruralareas. This
strategy lowers competition with other firms
and reduces the cost of hiring new staff. In

Africa, programs like those run by Partners
in Food Solutions are building stronger
pipelines by developing apprenticeshipsin
partnership with local universities, through
which qualified individuals are connected to
growing companies. Such programs, which
bridge the gap between STEM departments
atuniversities and local business leaders
inagriculture, can better prepare students
for career opportunities in the sector.
Entrepreneurs and support organizations
can follow these successful models to help
address the need for local technical talent.

Managerial talentis crucial to the

growth of scaling businesses, butitis
particularly hard to find inrural areas.
Local support organizations can play
alargerrolein connecting founders

with broader networks where potential
managers can be sourced. They can
leverage their programs’ alumni networks
to connect entrepreneurs with alumni,
who can refer experienced candidates.



For example, internal social media platforms
forallcurrent and alumnientrepreneurs

of aprogram would facilitate peer-to-peer
networking and advertise current searches.

Diaspora networks are another potential
source of managerialtalent for agriculture
companies. Nationaland provincial
governments can implement policies
thatincentivize diaspora professionals,
especially those with experience at

multinational or entrepreneurial companies,
to refer candidates orreturn and servein
senior positions at local companies. Such
initiatives fill short-term gaps in managerial
talent, while also building up the long-term
capacity of the local ecosystem. Along with
government policy, support organizations
can create formal networks that connect
local companies to diaspora talent.

Tailor support programs to the needs of the sector and specific innovation types.

Support organizations can provide more
meaningful assistance to agricultural
entrepreneurs by accepting the particular
needs and changing capabilities of their
companies as they grow. Forinstance,
support organizations should be aware

of the duration and timing of their
programs with respect to crop cycles.

Itis alsoimportant to consider that the
emerging founders in agriculture often
have relevant technical or sector-based
experience, but some may lack experience
in business operations. To address this,
successful support organizations should
offer multiple versions of their curricula

to accommodate founders’ varying levels
of understanding of different topics.

When tailoring their programs, support
organizations should also give consideration
to companies’ different innovation types.
Support organizations that only provide
generalized support to all types of
companies should incorporate greater
customization into their existing curricula,
or more programs could specialize in
catering to the needs of different business
models. For example, by recognizing

that IBEs take longer to develop and may
require specialized facilities to prototype
their products, support programs can
establish partnerships with labs at relevant
universities or research institutes. These
partnerships can be mutually beneficial.
For example, universities can offer

subsidized rates to support organizations
to cover IBE founders’ prototyping costs
at those facilities, in exchange for support
organizations offering the ability to bring
products developed at universities to the
market. Failing to account for the needs

of IBEs could result in the exclusion of an
entire category of companies that have
demonstrated the potential to transform
agriculture and contribute to food security.

Support organizations should also adjust
programs to focus on companies with the
highest potentialimpact on farmersin

their respective markets. One strategy is

to require program applicants to engage
and consult with smallholder farmers prior
to participation. Therefore, applicants
would already have to demonstrate the
relevance and viability of their products.
Donors who fund support organizations and
wish to see more programs offer tailored
solutions should also adopt a flexible
approach to encourage these changes.
This includes increasing multi-year support
or discretionary pilot funding, as well as
non-financial assistance like programmatic
expertise, to allow support organizations
torefine their practices and develop the
capacity to have an enduring impact.



Prioritize mentorship fromlocal actors with agricultural experience.

Successful entrepreneursin agriculture,
whose companies have reached scale
and demonstrated impact, have much to
offer their local ecosystems. They can
serve as effective mentors and angel
investors for new firms and can help
them reach scale. As the case study

of Stellapps shows, mentorship from
prominent local entrepreneurs can be
instrumental for a startup’s success.

Following the ELED principles, support
organizations should prioritize providing
mentorship from local entrepreneurs who
have agricultural experience. Donors should
likewise elevate support organizations

and networks that are led by, or have a
substantialinclusion of, successful local
founders. Indeed, mentors on many support
organization teams currently lack the
firsthand business acumen to best assist
companies at the growth and expansion
stages, as well as the specific-sector
knowledge in agriculture. To address these
shortcomings, support organizations should
build meaningful connections with local
founders who have successfully scaled

and encourage them to become mentors.

Provide an enabling environment for founders that facilitates entrepreneurship

At a more fundamental level, decision
makers in African countries and India
need to foster an enabling environment
for localfounders to succeed. Too often
entrepreneurs are building infrastructure
themselves, or creating secondary
businesses to facilitate the delivery of
their primary services. While this can
pave the way for future entrepreneurs,

it can put a drain on the development of
the ecosystem. Instead, governments
should focus on constructing the basic
infrastructure and providing the services
toruralareas that can make meaningful
differences to entrepreneurial companies.

Many African economies in particular would
benefit from greater local mentorship

and angelinvestmentin agriculture. In
order to make this work, a greater level

of coordination and trust within the
entrepreneurialcommunity is needed.
Developmentinstitutions and other foreign
donors canincentivize the establishment
of those networks through theirroles as
conveners and resource providers."®

The comparison of Nigeria’s maize value
chain and Kenya's macadamia value chain
isinstructive in thisregard. The domestic-
oriented value chain of maize in Nigeria
has fostered a large community of local
entrepreneurs. In such a context, support
organizations can continue to encourage
greater mentorship and reinvestment
from successful founders. On the other
hand, in the export-oriented value

chain of macadamiain Kenya, thereis a
predominance of expat-led companies
which do not have strong linkages to
the local ecosystem and primarily have
foreign mentors. In such a context,
support organizations can counteract
the “like-attracts-like” principle by
ensuring the inclusion of local founders.

In addition, more transparency and
stability in agricultural policies wo
reduce the risk perception forinv
This can be achieved by consulti
entrepreneurs when forming p
private partnerships, such as
have emerged in the wake
with companies like Farm
an effective means fort
to understand founder
founders alsoreport
forming association

an opportunity



coordinate and simplify agricultural
regulations to encourage the international
expansion of entrepreneurial companies.

Other elementsin the environmentinclude
local universities and research institutions.
These organizations can play animportant
role in supporting the development of
agriculture companies, especially IBEs,

by promoting “learning by doing” and an
entrepreneurial mindset among students
through hands-on experiences like class
projects and innovation competitions.
Furthermore, conducting greater levels

of researchin the hard sciences at local
universities would have the benefit of
increasing the number of professionals with
advanced degrees relevant to agriculture.
These steps would enable those individuals
to pursue careersin which they can

apply their skills outside of academia.

Inthese efforts to bolster domestic R&D
capacity, greater governmentinvestment
is needed. Governments should financially
support both basic research in agriculture
and the translation of that research into
usable products for smallholder farmers
and othersin the sector. International
developmentinstitutions and other
foreign donors are alsoin a position to
shape local entrepreneurship ecosystems
in agriculture. These foreign actors
should reinforce local efforts to build up
infrastructure, educationalinstitutions,
and R&D capacity by providing financial
resources and sharing knowledge.

Ultimately, local innovation and entrepreneurship in agriculture in sub-Saharan
Africaand India will enable these developing regions to achieve positive outcomesin
poverty alleviation, food security, and job creation.




Entrepreneurs

Reframe agriculture as a strategic investment for investors.
Give back to the local entrepreneurial ecosystem as mentors.
Recruit technical talent from local universities with scientists and engineers.

Investors

Understand the distinct risk-and-return profile of agriculture, and diversify
portfolios by including agriculture companies.

Build stronger connections with experts in the agriculture sector, and develop
advisory networks for investment decisions.

If offshore, partner with local capital providers in funding rounds.

Support
Organizations

Tailor programs to the needs of the sector and different innovation types
(IBEs, software firms, and business process companies).

If providing early-stage funding, connect founders with affiliated banks or
institutional investors who can provide later-stage funding.

Develop programs to connect companies to technical talent and leverage alumni
networks for managerial talent.

Donors and
Philanthropies

Elevate support organizations led by successful local founders.

Reinforce local efforts to build up infrastructure, educational institutions, and
agriculture-specific R&D capacity.

Increase multi-year support and discretionary pilot funding, as well as non-financial
assistance, to enable support organizations to refine their practices.

Policymakers

Provide an enabling environment by improving infrastructure and services in rural
areas, and investing in domestic R&D.

Incentivize diaspora professionals to advise or join local entrepreneurial companies.
Establish more public-private partnerships with entrepreneurs.

Universities
and Research
Institutes

Promote “learning by doing” and an entrepreneurial mindset among students.

Develop partnerships with support organizations to bring agriculture-relevant
products to the market.




Glossary

Agtech: The use of technological solutions for
agricultural services and products (also “agritech”).

Bootstrapping: Founding and building
a company without external investment,
relying instead on personal capital and
the company’s operating revenues.

Entrepreneurial companies: For-profit
businesses that are started by individuals. This
excludes businesses that began as government
entities or subsidiaries of larger companies.

Founder backgrounds:

Expat: Founders who have started a business
in a country thatis not their home country.

Local: Founders who have started a business
in their home country, without educational
and/or work experience abroad.

Returnee: Founders who have started a
businessin their home country after gaining
educational and/or work experience abroad
(also referred to as “boomerang”).

Innovation types:

Business process companies: Companies
that primarily deliver a product or service that
requires “on-the-ground” operations, and
may also involve the use of technology.

Invention-based enterprises (IBEs): Companies
that conduct research and development, and
manufacture at least one component that

is a physical product, oftentimes where the
innovationis unique enough to be patentable.

Software companies: Companies that have
primary activities in developing and selling
technological solutions and platforms, such
as e-commerce or financial technology.

Internet of Things (l1oT): Systems by which
physical devices connect to the internet to
share data and communicate with a network
without involving human interaction.

Investment types:

Angelinvestment: Aninvestmentina
company made by anindividual, not on
behalf of a business orinvestment firm.

Institutional investment: An investment
made by a company or organization.

Venture capital: Investment in businesses
that have high growth potential. Venture
capitalists (VCs) often provide expertisein
finance and operations, in addition to capital.

Mentorship: A relationship through which a
mentee willmeet a mentor; in this study, defined
as meeting at least three times for a minimum of
30 minutes to discuss critical business issues.

Network: A group of actors working to support
local entrepreneurs. Thisincludes capital providers
such asinvestors and foundations, support
organizations, government and international aid
agencies, and experienced entrepreneurs.

Scale: Ameasure of acompany’s growth; in this
study, defined as employing 50 or more people.

Support organizations: Organizations offering
skill-development programs, investment, mentoring,
or other support for entrepreneurs. These include
incubators, accelerators, and other programs.

Value chain: The full range of business activities
thatareinvolved in the production of a good or
service. Within the agricultural value chain:

Upstream companies: Upstream companies
provide the inputs and equipment that farmers
need to grow their crops and increase crop yields.

Midstream companies: Midstream
companies provide a range of services to
farmers, such as fintech and transportation,
to enable them to run their businesses and
sell their produce more efficiently.

Downstream companies: Downstream companies
purchase farmers’ produce and process, sell,
and/or exportit to reach the consumer.
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