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EXECUTIVE SUMMARY 

 

Access to finance is generally regarded as a major impediment to the deve lopment of micro -, 

small- and medium -sized enterprises (MSMEs) in the East African region. The problem is perceived 

to be particularly severe in the case of innovative firms. The purpose of this study is to shed light 

on the magnitude and severity of the f inancing gap faced by innovative MSMEs and to 

formulate recommendations for operational measures that could alleviate the constraints 

identified. The study covers four countries: Ethiopia, Rwanda, Tanzania and Uganda. It focuses 

on innovative ventures acti ve in three lines of business (sectors):  (i) information and 

communication technologies (ICT), including IT -enabled services such as business process 

outsourcing; (ii) climate technology (off -grid power systems, biofuels, etc.); and (iii) innovative 

agribu siness activities (producers and distributors of agricultural input, agricultural processors, 

etc.)  

 

Focus of the Study  

 

 
 

Key Findings  

 

Sources of Financing for Innovative Firms . There are 21 investment funds  currently operating (or 

about to start operat ing) in at least one of the four countries. The size of these funds ranges from 

as little as $1 million up to $170 million. Investment funds provide risk capital (in the form of equity, 

loans and quasi -equity instruments) to firms operating in a variety of  sectors. Activities in ICT, 

agribusiness and climate technologies attract a considerable share of investments. However, 

the focus is on investments in the growth stage, with a preference for deals worth $500,000 or 

above. Only one third of the funds focus  on smaller deals (i.e., below $200,000) and even fewer 

actively consider early -stage ventures. Commercial banks  display a growing interest in working 

with MSMEs. Lending levels are still limited (especially in Rwanda and Ethiopia), but definitely on 

the r ise. Lending to MSMEs is increasingly supported by a series of credit guarantee schemes and 

by the availability of IFI/donor -funded credit lines. However, problems persist in the financing of 

newly established ventures, as very few banks will lend to busin esses without any track record. 

Commercial sources of finance are complemented by a variety of grant schemes . A number of 

East African firms have benefited from grant funding, especially in climate technologies and 

agribusiness, where grants are sometimes quite substantial (from $100,000 to $1  million). 



 

 

 

However, in many instances grant funding has been provided without much linkage with other 

sources of funding, thereby reducing its impact.  

 

Financial Sector Overview  

 

 
 

 

Features of East African Investment  Funds 

 

Investment Fund  
Year of 

Launch  

Fund Size 

(US million)  
Regional Presence and Status  

Acumen Fund  2001 69 
Global fund. Regional office in Kenya and also active in 

Uganda, Rwanda and Tanzania. Operational  

African Agricultural Capital Fund  2011 25 
Fund based in Uganda, but active across the whole East 

African region. Operational  

African Seed Investment Fund  2009 12 
Fund based in Uganda, but active across the whole East 

African region. Operational  

BPI Rwanda SME Fund 2011 8 
Fund focusing on Rwanda, m anaged by South Africaõs 

Business Partners. Operational  

Damascus Capital Growth Fund  2013 30 
Fund focusing on Uganda. Currently fundraising, expected 

to be launched during 2013.  

Empact Growth Fund  2013 50 
Fund focusing on Ethiopia. Currently fundraising,  with 

closing expected for fourth quarter 2013.  

eVentures Africa Fund  2010 .. 
Pan African fund, with regional office in Kenya but also 

considering deals in other East African countries. 



 

 

 

Operational  

Fanisi Venture Capital Fund  2010 50 
East African regiona l fund, with office in Kenya but also 

active in Uganda, Rwanda and Tanzania. Operational  

Fusion African Access  2011 150 
East African regional fund, with office in Kenya but also 

active in Uganda, Rwanda and Tanzania. Operational  

Grassroots Business Fund  2008 47 
Global fund, with office in Kenya but also active in 

Tanzania. Operational  

GroFin Africa Fund  2008 170 
Pan African fund, managed by South Africaõs GroFin. 

Offices in Rwanda, Uganda and Tanzania. Operational  

Innovation Catalyst Fund  2013 5 
Fund fo cusing on Ethiopia. Currently in the process of 

being set up, with launch expected during 2013  

InReturn East Africa Fund  2009 25 
East African regional fund, with offices in Kenya and 

Tanzania and also active in Uganda. Operational  

LGT Venture Philanthrop y 2007 .. 
Global fund, with office in Uganda and also active in 

Tanzania and Ethiopia. Operational  

Mango Fund  2008 1 Impact fund, focusing on Uganda. Operational  

Persistent Energy Partners  2012 5 
Pan African fund, with office in Tanzania and active in 

Uganda. Operational  

Prometheus  2014 65 

Pan African fund, but with str ong focus on Uganda, 

Tanzania, Rwanda and Kenya. Currently fundraising, with 

first closing expected in early 2013  

Rift Valley SME Fund 1 2013 60 

East African regional fund, with focus on Ethiopia and 

Uganda. Currently fundraising, with first closing expected 

in March 2013  

Savannah Fund  2012 10 

Pan African fund, but with strong focus on East Africa 

(Kenya and Tanzania). Already operational but still in the 

process of raising funds  

Schulze  Global Ethiopia Growth 

and Transformation Fund  
2012 100 

Fund focusing on Ethiopia, managed by Singapore -based 

Schulze Global. Already operational but still raising funds  

TBL Mirror Fund 2 2013 50 
East African regional fund, with office in Kenya. Currentl y 

fundraising, with first closing expected in September 2013  

 

 

Stage of Financing and Typical Deal Size  

 

 
 



 

 

 

 

 

Features of East African Banks  

 

Bank (Country)  
Total Assets 

(US million)  

Loan Portfolio 

(US$ million)  
Nature and Ownership  

Commercial Bank of E thiopia (Ethiopia)  6,536 4,323 Commercial bank, fully state -owned  

Dashen Bank (Ethiopia)  840 455 
Commercial bank, owned by national private 

investors 

Zemen Bank (Ethiopia)  89 37 
Commercial bank, owned by national private 

investors 

Bank of Kigali (Rwanda ) 472 201 
Commercial bank, majority owned  by the 

state and social security fund  

Banque Rwandaise de Développement 

(Rwanda)  
142 108 

Development bank, majority owned  by the 

state and social security fund, with DFI 

participation  

FINA Bank (Rwanda)  20 12 
Commercial bank, controlled by foreign 

interests (Kenya)  

Access Bank (Tanzania)  33 19 
Microfinance bank, controlled by foreign 

interests (Germany), with IFI/DFI participation  

CRDB Bank (Tanzania)  1,682 903 
Commercial bank, owned by DFI, pension 

funds and  private investors  

Tanzanian Investment Bank (Tanzania)  193 115 Development bank, fully state -owned  

Centenary Bank (Uganda)  378 209 
Microfinance bank, owned by catholic 

organizations  

DFCU Bank (Uganda)  381 197 Commercial bank, majority owned by DFI  

Uganda Development Bank (Uganda)  51 .. Development bank, fully state -owned  

FINA Bank (Rwanda)  20 12 
Commercial bank, controlled by foreign 

interests (Kenya)  

Access Bank (Tanzania)  33 19 
Microfinance bank, controlled by foreign 

interests (Germany), with IFI/ DFI participation  

CRDB Bank (Tanzania)  1,682 903 
Commercial bank, owned by DFI, pension 

funds and private investors  

Tanzanian Investment Bank (Tanzania)  193 115 Development bank, fully state -owned  

Centenary Bank (Uganda)  378 209 
Microfinance bank, owned  by catholic 

organizations  

DFCU Bank (Uganda)  381 197 Commercial bank, majority owned by DFI  

Uganda Development Bank (Uganda)  51 .. Development bank, fully state -owned  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

Recently Approved IFI/Donor Initiatives in Support of MSME Lending  

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

Funding Available through Grant Schemes  

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

Sources of Funding ð Pre and Post Revenue Financing  

 

 
 

 

 

 



 

 

 

Financing Needs Voiced by Innovative Ventures . The scale of financing needs  voiced by 

innovative firms vari es considerably. The amounts sought by ICT ventures are comparatively low: 

At the seed stage, new software/web development ventures usually do not need more than 

$10,000. Funding requirements obviously increase as ICT ventures move beyond the initial 

devel opment stage, but nonetheless the amounts sought rarely exceed $150,000. In agribusiness 

and climate technology, typical financing needs tend to be in the $100,000 -$300,000 range, but 

more complex agricultural processing operations, biogas plants and pico/ mini -hydro power 

plants require higher investments, from $500,000 upwards. The nature of financing needs  also 

varies. In the case of software/web development ventures and of certain support activities in 

agribusiness (e.g., certification bodies), funding i s mostly required for intangible investments 

(product development, hiring of expertise, etc.) Funding for working capital is important for the 

distributors and installers of home energy devices (solar lamps and lanterns, solar home systems, 

etc.), while in  agricultural  processing, financing for the production of biofuels and mini -grid 

schemes is mostly for investment in fixed assets.  

 

 
 

 

 

Regional Overview of Target Sectors  

 

 


