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Across southern Africa, and we believe across much of sub-Saharan Africa, two core problems are associated with the lack of development of SMEs, and particularly those in the agribusiness sector: the shortage of risk capital and poor business management capacity. African Banks are overly committed to short-term, highly collateralised debt for young companies and thus stand as barriers, not facilitators, to growth.  This is exacerbated by the lack of equity and quasi-equity risk capital invested in African SMEs.  Nowhere is this more noticeable than in the agribusiness sector. Even more important than access to capital is the capacity of entrepreneurs and management teams to manage their businesses in a disciplined manner with proper governance and controls. Pioneering risk capital fund for agribusiness SMEs – something we are beginning to call Venture Philanthropy – can catalyze significant agribusiness investment in the region. Equity financing or quasi- debt/equity financing and customised business management capacity development will substantially reduce the risk. Based on a regional study TechnoServe carried out in 2007 for the Rockefeller Foundation, we will outline the key financing constraints facing agribusiness SMEs in southern Africa, and why we think customised technical assistance and business strengthening for investee businesses is so important.
We will then present a concrete example where a farmer-owned organization is managing different financing mechanisms on behalf of farmers across the entire value chain. In Tanzania TechnoServe is working with local and international financial institutions to design financial products that serve smallholder coffee farmers across the entire value chain.  These products range from short-term input credit and sales pre-financing to multiyear loans used by farmers to invest in centralized processing facilities.  Credit is guaranteed through a variety of innovative means, including private guarantee funds, warehouse receipts, forward sales to specialty coffee buyers. TechnoServe will present a the case of its work with KILICAFE, an organization it helped create, now owned by 9,000 smallholder farmers which markets over $3M of smallholder coffee per year. 

