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About infoDev

infoDev is a global partnership program in the Financial and Private Sector Development
Network of the World Bank Group. Its mission is to enable innovative entrepreneurship for
sustainable, inclusive growth and employment . infoDev manages a global network which
includes over 400 business incubators in more than 107 developing countries. This network has
assisted more than 25,000 companies and helped create close to 250,000 jobs worldwide.
inffoDe v 6 s -add is budding global entrepreneurial and SME communities of practice through

its network to share and disseminate best practices and facilitate collaboration.
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2 UKaid

F” from the Department for
International Development

About DFID

The Department for International Devel opment (DFI D) 1| e
world poverty. Since its creation, DFID has helped more than 250 million people lift themselves

from poverty and helped 40 million more children to go to primary sc hool. DFID works with

national and international partners to eliminate global poverty and its causes, as part of the UN

Millennium Development Goals.

Tackling climate change is one of DFI D6s top prioriti
be hit first and hardest by climate change, who are least responsible for its causes, and are least

able to cope with its effects. DFID is helping developing countries to build low carbon

infrastructure and adapt to climate change. By ensuring that development aid achieves the

dual aim of reducing poverty and tackling climate cha
economic growth, promote new green jobs, industries and innovation, and generate local

environmental, health and social benefits.
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1.0 Executive Summary

infoDev is establishing Climate Innovation Centers
(CICs) in a number of developing countries. CICs — £
provide a country -driven approach to climate
change which allows countries to achieve their

green growth objectives. Each Center will provide

early stage financing and  other services to enable
local enterprises to pro -actively and profitably develop innovative climate technology solutions
that meet local needs. This not only helps a country address climate change challenges but

creates economic development, job creatio n and industrial competitiveness.

This business plan outlines a required investment of USD  15.9 million to establish a CIC in Ethiopia
over a five year period which includes implementation, launch and operations. The CIC will

deliver funding to up to 40 climate technology entrepreneurs and equity investments to over 20
companies , generating up to 2,800 direct and indirect jobs after 5 years and over 12,000 long -
term jobs. With investment returning a 12% IRR , the Center aims to cover 56% of its yearly

operat ing costs and 100% of yearly investment costs after 7 years. The CIC is a key component

of DFI D06 s Strategic Climate | nst ut iandntee Gevermrgentaoin ( SCI P)
Et hi opiads Climate Resil i ERGEgpvisend Green Economy (
1.1 Context

Ethiopia is characterized by the following challenges, which intersect directly with the global
climate change and green growth agendas. These issues underscore the critical need to

stimulate climate innovation and promote new local climate technology industrie s in Ethiopia:

A Ethiopia is also highly exposed to the affects of climate change with future adaptation costs
modeled at up 10% of GDP per year.
A Agriculture, primarily rain -fed and highly sensitive to fluctuations in rainfall, forms the basis of
the economy providing approximately 46% of GDP and jobs for 80% of the working
population.
A Chronic food insecurity affects 10% of the population and even during average rainfall
years, these households cannot meet their food needs and rely partly on food assistance.
A The majority of Et hi opiads current nati onal energy I
animal waste, and human and animal power. Only 5% come s from electricity and 95% of this

is generated by hydropower.

i
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A Currently, 1.5 million hectares of forest and shrub cover are at risk due to agricultural
expansion and biomass energy needs.

A Et hiopiads economic devel opment rl eagtivitiesr. €Egsurimgxthpa n s i on
transfer of modern and resource efficient technol og
context is one of the issues faced.

A Unemployment in the country is also very high in with youth unemployment around 70%.

Thousands of jobs are needed per year to support an expanding population and economic
growth of 7% annually.

A Moreover w omen's employment in industry is lower than men. While they operate 65% of
micro -enterprise, participation is significantly less in manufacturing at 26%. This is a result of
limited training, lack of business exposure, financial constraints and problems related to

ownership rights for collateral purposes.

1.2 Climate Innovation Center  (CIC)

Over the course of 6 months, info Dev engaged with Ethiopian stakeh  olders from relevant sectors
and backgrounds including: R&D, universities, incubators, industry, government, entrepreneurs,
investors, NGOs and international institutions operating in Ethiopia. This multidisciplinary group
gave a wealth of feedback and in puts which fed directly into the outcomes of the business

plan.

Firstly, info Dev identified the most critical gaps facing climate innovation across the following
journeys: technology, company, finance, markets and policy . A cross-cutting challenge of
wome n and girl -led innovation in Ethiopia was also assessed.  Secondly, infoDev prioritized five
technologies in which the Ethiopian CIC should develop core competencies, including
sustainable agribusiness , bio-fuels & bio -mass, transportation technologies , hydropower and

energy efficiency . Finally, based on these learnings, the mission and core goals of the CIC were

designed:
Ethiopia CIC Mission
The Ethiopia Climate Innovation Center will provide a holistic set of early -stage financing,

business support and capacity building services to the Ethiopian private sector, including
women and rurally based entrepreneurs and business owners, working to de velop, launch and
grow innovative <c¢climate technology ventures the

green growth.

Ethiopia CIC Core Objectives
.
Ethiopia CIC Business Plan ﬁ
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1. Providing flexible financing to; (i) accelerate the development of localized technologies and

(i) catalyze in new climate technology businesses.

2. Providing critical pre and post investment technical assistance to the private sector through

developing robust mentor networks and offering targeted advisory services.

3. Supporting consistent and favorable regulatory environments, including access to

international expertise for climate technology entrepreneurs and businesses.

4. Identifying and unlocking market opportunities through providing access to key market and
technology informa tion while actively promoting sector opportunities and technology

benefits.

5. Facilitating linkages with rural and regional partners to (i ) support a targeted outreach and
education campaign for women -enabled innovation and (ii) forge linkages with universities
and facility providers to support cost  -effective access to equipment, office space and

talent.

6. Placing women and girls as a centra | strategy of the Center and ensuring both targeted and
mainstreamed gender programs are effectively monitored and evaluated to simultaneously
maximize impact of the CIC in fostering technology innovation to combat climate change

and promote gender equalit .

1.3 CIC Programs
The CI C6s mission and goals, to be delivered through a
categorized as follows. These will be delivered by leveraging and coordinating existing

institutions and initiatives in Ethiopia.

1.3.1 Access to Finance

A Providing risk capital through highly flexible funds that offer two types of financing, namely:
proof of concept (USD 25 0 75K) and seed (USD 100K - 750K). This fills the gap between micro -
loan amounts and those offered by existing fund m anagers.

A Catalyzing joint investment in CIC companies via Diaspora networks as well as state

development banks to build local investment capacity

1.3.2 Access to Mentoring
A Networking SMEs with Diaspora angel investors, business mentors, and technical expe rts.
A Training individuals who are eligible for CIC financing on basic business planning and

financial management.

Ethiopia CIC Business Plan I



CLIMATE
infoDev TECHNOLOGY
7 PROGRAM

A Hosting seminars for individuals and university students on professional development, business

administration, and climate technology issues.

1.3.3 Access to Policy Support

A Organizing national and regional roundtable discussions between policymakers, private
sector and civil society. These sessions will enable improvement of the policy framework
around climate, energy, private sector development , innovation, and gender equality.

A Producing analytical reports on relevant policy and benchmarking standards to determine

how global best practice can be applied in Ethiopia.

1.3.4 Access to Market Information

A Producing market studies and case reports on climate technology sectors and opportunities
at a local, regional and local level, with a focus on women entrepreneurs.

A Maintaining a database on climate technology products for both producers (components,

sourcing, intellectual property) and consumers (c ertifications, costs, user guides).

1.3.5 Access to Regional Partners
A Promoting business opportunities  and outreach on  climate innovation for women
A Partnering with universities and facility providers to offer start -ups; office space, testing,

equipment, m achinery and access to student talent.

1.4 Operational Plan

Programs will be launched and operate over a 5 year period. An implementation phase of 6 -9
months will be required to source and select an appropriate () host institution and consortia
partners and (ii) fund manager with the capabilities and capacity to deliver on the CIC business
plan. Additional institutional capacity building, expertise and oversight will be provided by

infoDev. The implementation and operation of the C IC will include the following key elements:

1.4.1 Governance:

A The CIC will be housed in a local organization and supported by a consortium of | ocal and
international partners. infoDev will manag e and oversee implementation including the
provision of ongoi ng technical assistance, performance evaluation and importantly, linking

the Center with global level activities.

N\
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1.4.2 Fund Management:
A A fund manager will also be appointed to independently screen and make investments,
provide hands -on assistance with funded companies, structure deals, and secure leverage

in the form of capital from outside investors.

1.4.3 Organizational Structure:

A The CIC management team will require the full -time equivalent of 17 individuals (a
combination of in -house and out-sour ced roles) to oversee the cent el
addition, an advisory committee of up to 7 members will support the CIC host organization

and facilitate linkages with external bodies.

1.4.4 Implementation Issues:

A After identifying founding donors and hosts for the CIC, further negotiation will occur to
determine matters such as (i) board membership and ownership,(ii) investment structuring
and mechanisms, (iv) staff sourcing, (v) intellectual property agreements, and (Vi)

performance metric  s.

1.4.5 Exit strategy:
A After year 5, the CIC will seek cash and in -kind contributions from local stakeholders
Provided that the center has demonstrated its value

government and private sector will assume primary fund ing responsibility for the CIC.

1.5 Impact and Results

In carrying out this mission the center will measure performance against aggressive impact and
outcome targets. A comprehensive results framework will be designed during implementation to
set a base -line and actively track outcomes over the 5 years, especially to capture women and

gi r | svementinthe program. Over a 10 year period, the CIlI Gbs target r

A Mitigate up to 0.8 million tons of CO2 and protect/avoid loss of 31,000 acres of f orest.

A Install up to 1 20MW of off -grid power capacity , providing additional access to up to 2 65,000
Ethiopians and 56,000 households.

A Provide access to clean water to up 420,000 Ethiopians and 90,000 households including
preventing up to 170 deaths from wa ter born disease.

A Provide better/cheaper food for up to 430,000 households and improve the efficiency of up

to 120,000 small-scale farms.

1 For impact calculation assumptions, please see Chapter 8, Impact and Results

N\
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A Overall, contribute to 3 .1 million Ethiopians, including women and girls, being less vulnerable

to climate change.

The CIC will further strive towards other financial, social and environmental returns over a 10 year

period including:

A Select, finance and provide technical assistance and hands -on mentoring to 40 Ethiopian
climate technology entrepreneurs at the proof -of-concept phase and over 20 companies at
the seed stage over 5 years & Achieving a company survival rate of 50% and 75 %
respectively .

A Generate up to 700 direct jobs and 2,8 00 indirect jobs at a cost of USD 2,200 per job over 5
years and upto 12,000 direct and indirect jobs at USD 640 per job over 10 years. 2

A Contribute to a USD 140 million economic impact beyond 10 years with an annual Economic
Rate of Return of up to 107% over 10 years based on initial donor investment.

A Achieve a 4.4 times leverage o n donor contributions via contributions, investment and
follow -on investment from the private sector.

A Ensure the companies and initiatives promoted within center practice inclusive growth by
generating up to 5,900 jobs for women and youth.

A Achieve 56% sustinability of the total costs and replenish the annual investment fund of the

CIC after the 7 t year of operation.

1.6 Financial Plan

The USD 5.9 million budget for the establishment of the CIC over a 4 year period will include;

47% for financing, 35% for programs, and 18% for staff and central costs . With this level of
funding, investors will see concrete economic, environmental and social returns , as outlined

above. Further, investors will benefit from:

1. Exposure to an on -going pipeline of climatet echnology innovations.

2. Considerabl e knowl edge generated and di sseminated
information, policy best -practice, analytical products and global benchmarking.

3. Access to a complete local network of CIC partners and stakeholders.

4. A primary point of contact for establishing international linkages that can facilitate

technology transfer, as well as trade and business  -to-business opportunities in Ethiopia.

These are the types of long -term impacts in Ethiopia that a well -resourced and holistic institution

like the CIC can provide.

2 Based on initial USD7.7M donor investment
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2.0 Climate Innovation Centers

Over an sixmonth period, infoDev assessed the feasibility of establishing a locally owned and

operated Climate Innovation Center (CIC) in Ethiopia through an intensive stakeholder
engagement process. The process concluded in November 2011 with over 150 stakeholders
from varied backgrounds and experiences providing input into  the conceptualization, design

and development of a CIC in Ethiopia .

2.1 infoDev Goals

1. Assess the feasibility for establishing a CIC in Ethiopia and develop a full business plan that
addresses market failures preventing domestic innovation in climate technologies.

2. Based on the business plan, mobilize investment to implement the CIC to execute the
Centerds progr ams, services and -cbuntny a parthen g
institutions/consortia.

3. Network the Ethiopian CIC regionally and internationally to promote technology
collaboration , business linkages and exploit local and international trade opportunities for

Et hi o gimaedechnology sector.

2.2 The Climate Innovation Challenge

New technologies are essential to reduce the long -term cost of climate change and achieve
Green Growth. Developing countries want to build their own capacity to innovate to (i) ensure
energy security and increased energy access, (i) address climate change mitigation and
adaptation and (iii) create competitive domestic industries in clean tech for job creation and

other benefits.

However, ba rriers to innovation in climate sectors are especially high and even more
pronounced in developing countries. These barriers often include gaps in appropriate financing,

lagging technical and business capabilities, entrepreneurial and human capacity constr aints
and uncertain regulatory environments. Moreover, many developing countries lack the public

and private sector bodies that support innovation, and as a result support for locally appropriate

climate innovation is often weak or absent.

2.3 Gaps in exis ting initiatives and institutions

info Dev commissioned a report by Bloomberg New Energy Finance that surveyed and analyzed
hundreds of government, private and PPP initiatives that support climate and clean energy
innovation. These included centers of excel lence, seed funds, technology accelerators, business

incubators, advisory centers and other programs. Of the 500 that were analyzed, 70 were mostly

Ethiopia CIC Business Plan o |
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focused on climate technologies and only 25 dedicated all of their operations to climate da

small number re lative to the gravity of the challenges and immense market opportunities.

The report found gaps in the existing institutions which prevented them from addressing the

broad range of barriers assoc iated with climate innovation. Some focused only on financing or
business advisory while others concentrated efforts solely on technical development 0 few
advocated policy reform or standards. Only

a few institutions addressed most barriers -

s ,

including China 6s Baoding New && High Tech = o i;od’@

Industrial Development Zone, China, The R 2 @
(o]

UK6s Carbon Trust and Brazi/l 8ds, ClI EETEC at toh/e

University of Sao Paulo. Geographic

0.0

coverage was also sporadic with a majority

of centers located in either in developed or
highly industrialize d developing countries &  Locations of institutions supporting climate innovation

few were located in Africa.

2.4 Incubators, Accelerators and Innovation Centers

info Dev supports innovation in develo