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0 7% of GDC members are faster-growth LMDs;
93% are slower-growth LMDs

. The classification of faster-growth and slower-growth LMDs was
Annual revenue in $m at end of each

12 e g (hes avarEE) introduced in Growth and fundraising journeys of LMDs (June 2021)
10 Faster growth LMDs

o Curves correspond * Average revenue growth >5440k per year of operation

to a sample of 21 * Typically focused on quick geographic expansion
6 successful LMDs ) ] ) ]
interviewed last year * Growth funded primarily with equity at all stages
4 ~ Slower growth LMDs
, * Average revenue growth <$440k per year of operations

* Typically focused on profitability before expansion

* Little equity raised - most have funded company development with

Proof of Starting Growth Accelerated grants and growth with debt
concept operations growth

* Tend to run leaner operations, having achieved 33% more revenue
per S of capital raised*

Both faster-growth and slower-growth LMDs are crucial to reach underserved customers

Last mile distribution capital continuum: trends, gaps and *Total sales revenue and total capital raised (equity, debt, grant) over the

opportunities, July 2022 life of the company, calculated for a sample of 21 GDC members


https://infohub.practicalaction.org/bitstream/handle/11283/622796/GDC%20LMD%20growth%20and%20fundraising%20journeys%20research.pdf?sequence=1&isAllowed=y

O Fundraising challenges are similar for all early-stage LMDs,
then vary depending on growth trajectory

Faster growth: Expansion first

Need a balanced mix of equity to invest in distribution infrastructure, and
working capital to finance inventory and receivables.

. But i lity:
Proof of concept Operations ut in reality
* Increasingly difficult to find equity investors

All companies need: » Growth constrained by availability of working capital financing

* Early-stage capital to invest in minimal viable
infrastructure (e.g., a warehouse, transport, HR, L_sESFIW 2 growth: Sustainability first
etc)

Need working capital finance, mostly.

* Growing working capital needs for inventory
and consumer financing. But in reality:

Main barriers: * Access to loans capped by balance sheet

e Start-up capital and smaller working capital
loans

Last mile distribution capital continuum: trends, gaps and

opportunities, July 2022



® Mapping of the capital continuum shows funders and
investment flows across company growth trajectories

This research...

p
...maps 50 funders investing at

different stages of company
growth to:

* help LMDs navigate the funder
landscape,

e encourage collaboration among
funders, and

* detect gaps in funding

p
...builds on:

in-depth interviews with 22 LMDs (see annex)

* interviews with 25 funders in the sector, investing directly in
LMDs (see annex)

* 2022 GDC member survey, which assessed data from 125 for-
profit LMDs (check out our LMD: State of the sector 2022 for
more insights)

LMD funding database (50+ entries)

Last mile distribution capital continuum: trends, gaps and

opportunities, July 2022



https://infohub.practicalaction.org/bitstream/handle/11283/622892/GDC%20State%20of%20the%20sector%20update%202022.pdf?sequence=1&isAllowed=y
https://globaldistributorscollective.org/lmd-funding

® Faster-growth LMDs have collectively raised A
$120m to date S —

. Only 9 of the 125 companies assessed are in this
faster-growth category. Examples include Altech
(DRC), Sistema.bio (global), Yellow (Malawi and
Uganda).

. Their annual revenues are $5-10m per company.

. The diagram shows what these companies raised,
collectively, from proof of concept; from Altech $44m
winning a D-Prize grant in 2017 all the way to Sistema
bio’s series B raise in early 2022. Early growth

@ Early operations

Proof of concept


https://www.altech-rdc.com/
https://sistema.bio/
https://www.yellow.africa/

® Slower-growth LMDs have collectively raised $100m to
date

. 116 LMDs are either early-stage LMDs or slower-growth LMDs with more
track record.

. The diagram shows what slower-growth LMDs have raised at each stage of
growth. About 65 GDC members have already passed their proof of concept
and early operations, and continue to grow their operations steadily

. This categorisation need not be permanent. These LMDs may switch to a
faster-growth trajectory by adapting their strategy and raising capital
accordingly.

Slower growth
About 65 GDC members here,
e.g., Bidhaa Sasa (Kenya),

Sosai Renewable Energies

Early operations

Company (Nigeria)
Proof of concept 45 GDC;memberl.\sﬂhire, e.g.,
6 GDC members Energy+ (Mali)

here Note: All figures correct as of July 2022


https://eplusmali.com/
https://bidhaa.co.ke/
https://sosairen.org/

® Faster-growth LMDs have raised 16x more
capital per company than slower-growth
LMDs

. Total capital raised by 125 LMDs: $220m

. 55% raised by 9 faster-growth LMDs (513.3m/company)

. 45% raised by 116 early-stage and slower-growth LMDs
(S0.86m/company)

S65m

Accelerated growth

. ... but, collectively, early-stage and slower-growth LMDs
are an important force, having raised almost half of the $44m
funding flowing into the sector

Early growth

S64m

Slower growth

S35m

Early operations

S13m

Proof of
concept




® 16% of funders mapped support LMDs at
pre-seed stage

* Within the sample of 50 funders, 8 foundations, challenge funds,
and accelerators fund initiatives at pilot/starting stage to achieve
proof of concept (e.g., D-Prize, DOEN)

Notes:
1) Funder classification is based on eligibility criteria and ticket
sizes

2) Bubble sizes in this and subsequent pages are proportional to
number of funders in the sample active at each stage of
company growth

Pre-seed funding
Tickets typically S50k-500k
(eight funders)


https://d-prize.org/about
https://www.doen.nl/en

® 58% of funders mapped support LMDs at

pre-seed and/or seed stage

* Within the sample of 50 funders, 8 foundations, challenge funds,
and accelerators fund initiatives at pilot/starting stage to achieve
proof of concept (e.g., D-Prize, DOEN)

e 27 foundations, impact investors and crowdlenders provide seed
funding to fund market research, business-model development,
employ a core team, and invest in distribution infrastructure -
typically in the form of grants, equity or convertible notes (e.g.,
DRK Foundation, VentureBuilder). And some working capital,
typically in the form of debt, to fund inventory and receivables
(eg Kiva, Charm Impact)

. d  mvestment management
>y capitalfun
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Nithio

elea
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In this first piece we are presenting a limited
number of investment stages, but in reality there
is not a single jump between an investment from
D-Prize and one from Acumen. We will unpack
these categories further going forward.
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Seed funding Some working capital

Pre-seed funding Tickets typically $100k-1m
Tickets typically S50k-500k (27 funders)
(8 funders)

Many of these funders have resources to support

\ companies that are still relatively unsophisticated



https://d-prize.org/about
https://www.doen.nl/en
https://www.drkfoundation.org/
https://www.venture-builder.com/
https://www.kiva.org/
https://charmimpact.com/

® 50% of funders mapped are helping faster-
growth LMDs scale at series A

* 25 funders providing equity and debt to optimise
operations and scale. Includes earlier-stage investors with
follow-on capital (e.g., elea, Persistent) and larger investors
(e.g., Alphamundi), and more substantial working capital
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Seed funding Some working capital

Pre-seed funding Tickets typically $100k-1m
Tickets typically S50k-500k (27 funders)

(8 funders)



https://www.elea.org/en/home-en
https://persistent.energy/
https://www.alphamundi.ch/
https://www.lendahand.com/en-EU

© 50% of funders mapped are helping faster- ;"= . - iy

Investment
¢ 24 Managers

Triodos & Bank
lendahand %

'\ responsAbility
Nithio

alphamundi

awZ”
Triple % Jump

eNGie

* 25 funders providing equity and debt to optimise
operations and scale. Includes earlier-stage investors with
follow-on capital (e.g., elea, Persistent) and larger investors
(e.g., Alphamundi), and more substantial working capital
facilities (e.g., Lendahand) with more stringent

Post-series A toward
commercial capital
Typically S1m-10m

(17 funders)
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e 17 funders supporting companies to become market
leaders and/or operate across markets through
investments post series A, in the form of equity and debt
(e.g., Kawisafi, Sunfunder)

These lenders operate
larger and specialised
working capital facilities
with attractive features
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Seed funding Some working capital

Pre-seed funding Tickets typically S100k-1m
Tickets typically S50k-500k (27 funders)

(8 funders)



https://www.elea.org/en/home-en
https://persistent.energy/
https://www.alphamundi.ch/
https://www.lendahand.com/en-EU
https://www.kawisafi.com/
https://www.sunfunder.com/

® New facilities are financing slower-growth
LMDs, but they are only 22% of investors

mapped These funders are coming up

with clever ways to be able
to reduce transaction costs
and manage the risks of
these smaller deals.

e 11 funders providing finance suited to slower-growth LMDs, meaning
the smaller working capital facilities these companies need to run
their operations and grow slowly but consistently (there is less

emphasis on raising equity) (e.g., elea, Beneficial Returns)

* 40% of them launched within the last 5 years (e.g., Charm Impact, N
SIMA-Angaza Distributor Finance Fund, Nithio)

* New facilities being piloted (e.g., Acumen hardest-to-reach fund, P ? Nithio
Paygops FGV debt facility) \@ B

ADRK ., Cordaia G
Sl P DM Equity  Small working
v [ ®ect EBisinon capital facilities
ssssssss VYENTURES € MULAGO B Nifhi(')

Tickets typically $100k-1m
(10 funders)
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Seed funding Some working capital

Pre-seed funding Tickets typically $100k-1m
Tickets typically S50k-500k (27 funders)

(8 funders)



https://www.beneficialreturns.com/
https://simafunds.com/fund-management/sima-angaza-distributor-finance-fund/
https://www.nithio.com/
https://acumen.org/
https://www.paygops.com/
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but the gap is more significant for
slower-growth LMDs

* Positive trends in key sectors (e.g., off-grid sector record Post-series A toward
capital raise of S450m in off-grid solar last year, clean commercial capital
cooking investment growing at 20% yoy to around $100m
last year) = ¢, .o

 But far short of requirement for universal access ($0.7-
1.1b/year for OGS and $4.5b/year for clean cooking)
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Post series A toward
commercial capital

. From pilot to early investment
. From early investment to faster growth
. From early investment to slower growth
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O Valley of death 1: Pilot to early investment

| 4DEK _ Coreid G
What we have learnt from funders Externa O @y P T
o . . o support e WMot BBELrn
. Capital raise for LMD innovators is more difficult VESE  ractoRe Mg 5
HTURES L-EGO Nillhh

than in other sectors, such as technology or
manufacturing (DOEN)

() sva angazaifie

. LMDs are unsophisticated, but early-stage kiva  chamm |
funders are willing to be hands on (i.e., Nithio
used resources from USADF to support LMDs get

up to speed to be investable)

Seed funding Some working capital

Pre-seed funding

. Early-stage LMDs struggle to identify suitable

funders (i.e., 90% of applications big-ticket lender Examples of support funders have provided

Trine gets are from pre-seed companies)

* Pre-seed funders like D-Prize and EEP Africa providing post-pilot
finance to help LMDs go further and get closer to seed funders

. LMDs are unable to communicate their market
opportunity, product, business plan, team, etc, in
the language of investors. e Seed funders like Charm Impact reaching down to provide more

hands-on support to early-stage local companies

. Investors’ key pain points: #1 LMDs missing a
strong pitch, #2 financial literacy, and #3 data * Investment-readiness programmes like ELEVATE filling the gap
collection in between

Last mile distribution capital continuum: trends, gaps and

opportunities, July 2022


https://www.gogla.org/member-section/elevate-supporting-the-next-generation-off-grid-solar-companies

Valley of death 2: Early investment to
faster growth |

JDRK o

e “Strong unit economics are critical and not necessarily o e Lordeid \55 ~Series A Working capital
linked to scale, but rather to ability to run a lean (oA @rinca ot B facilities
operation and adjust to local context” (Persistent) 0 e oo hé .

ok ) elea B 5 Nih External

aster-growth LMDs that pursued scale struggle to 9 {ﬁ e e | B O st angazan support
raise equity to keep growth because of delayed seo PGSR  \Eep o
profitability and delayed exits. o kiva ~ cham

* This makes raising working capital finance difficult, as
lenders want a certain amount of equity (i.e., Seed funding  Some working capital
Lendahand requires equity / assets > 35%) :

* Lenders are starting to see a limited viable pipeline,
which they compete for. Some switch to other more * Investors like elea reserving follow-on capital to support companies move
commercial market segments. further up and continue their growth to commercial viability

* Key pain points of funders are more complex and * Lenders like Sunfunder implementing debt structures that are more suited
varied. E.g., financial literacy around valuation, to LMDs (like off balance sheet debt)
capacity to produce financial projections. * Funders groups like Household Solar Funders Group plugging gap in

between to facilitate discussion and promote specific solutions

Last mile distribution capital continuum: trends, gaps and

opportunities, July 2022



Valley of death 3: Early investment to
slower growth Daerna

support

l ¢ be11ﬁ.- Ni'hh
' Sy cham | @B G
What we have learnt from funders ADRK . Cordaig \G> R [y Bm - G g
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. Slower-growth LMDs typically have good unit % — Fect BB e KFW oxc
economics. They don’t have an equity cushion, e O B Nithio
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Less emphasis on equity,
small working capital facilities

they need to operate profitably to exist (Nithio)

(O sma angazaij
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i

. Slower-growth LMDs need increasing amounts sed0ES |Loer,
of working capital finance to grow operations E T
and provide credit to customers, but...

. ...local commercial banks are not financing this Seed funding  Some working capital

segment; just 1% of debt finance to LMDs came Examples of support funders have provided

from local banks, per previous GDC research T ) . .

* The SIMA-Angaza distributor finance fund provides data-driven loans
with lower transaction costs that allow them to look into smaller deals
as companies grow

Seqal * leiva  charm

. There is a need for other instruments enabling
smaller ticket sizes

. Key pain point of funders: LMDs’ financial .

Spark+ is engaging product suppliers to de-risk lending for distributors
literacy and financial planning capabilities.

*  Programmes (e.g., Aceli Africa or Green for Access First Loss Facility) are
providing incentives to local banks to support these companies

Last mile distribution capital continuum: trends, gaps and

opportunities, July 2022


https://infohub.practicalaction.org/bitstream/handle/11283/622796/GDC%20LMD%20growth%20and%20fundraising%20journeys%20research.pdf?sequence=1&isAllowed=y
https://www.sparkafricafund.com/
https://aceliafrica.org/

© Three key opportunities for intervention to help LMDs
cross their "valleys of death’

There are quite a few access to finance solutions that already exist, but more are needed - including non-financial solutions.
Based on conversations with funders, three key opportunities for intervention to help LMDs cross their "valleys of death" are:

( ) N\ [ )
Improving collaboration and Developing new or adapted Leveraging results-based
information exchange to ease debt mechanisms to free up financing to improve unit
investments at all stages more working capital for LMDs economics and increase
) .
* Investment-readiness tools, * Unlocking debt finance from new LMDs’ attractiveness to
targeted to small and local LMDs sources, such as from local banks funders
* Increasing visibility of LMDs and and product suppliers « Carbon finance
data sharing, eg setting up * Aggregating and de-risking debt e Other forms of results-based
investment portal ir.1vestments to enable smaller ticket financing offering social and
« Data tools to help LMDs improve 2= environmental impact incentives
and showcase performance, and * Receivables- and inventory-backed
investors make decisions financing for LMDs
* Collaboration among funders /
L funder alliance JAN ) L )

Last mile distribution capital continuum: trends, gaps and

opportunities, July 2022



® Key conclusions

The 7% of LMDs that are faster growth have raised 55% of total investment into the sector to date, i.e., 16x
more investment per company than slower-growth LMDs

In spite of them having raised less funding per company, slower-growth LMDs have collectively raised almost

half the capital flowing into the sector, and sold 33% more (S of sales revenue) per S of capital raised than their
faster-growth counterparts

Positive trends include record investment in off-grid solar in 2021, investment in clean cooking companies
growing at 20% yoy, and new investment vehicles emerging to support slower-growth LMDs

Far more capital is needed across the board to reach universal access; e.g., 2x more per year in off-grid solar
and 40x more per year in clean cooking. The gap in investments may be more critical for slower-growth LMDs,
with only 22% of funders we mapped investing in these companies

LMDs face multiple “valleys of death” across the continuum, with support most needed in three areas:

Improved collaboration and . Leveraging results-based
|? . New or adapted debt mechanisms 8 . 8 .
information exchange financing

Last mile distribution capital continuum: trends, gaps and

opportunities, July 2022



Visit our LMD funding database

Global 2 butors Our LMD funding database enables
cg\mlctwe Who we atre~ Whatwedov Joinus Resourcesv Contactus = w1 S distributors to identify and search

iR

R investors and donors that have an
interest and proven track record in
Sector Geography Type funding LMDs.
Improved cooking v Africa v Debt v

Size Search by sector, geography, type of

] . . .
finance, ticket size and stage of
company growth: pre-seed, seed,
Fund Name Type Size Sectors Geography Application Examples of GDC investees early grOWth; acceleratEd grOWthl
Agriculture, Health, and S/OWEI' grOWth
.. $50K - Imlproved cooking, Off- Latin America and South East Ecofiltro, llumexico, Sistema.bio,
Beneficial Returns Debt grid solar, Other, Water, } Open
$500K o , Asia Nazava, ATEC*
sanitation and hygiene
(WASH)
- e I Borrower registered in Kenya, T S T
bettervest GmbH Crowdfunded loans . J_CK ) mlpro-._d e e B Nigeria, Senegal, Germany, Open ftaht? ?hne"al' Bonlerg LS
$2.5M grid solar i Sasa, WidEnergy Africa Ltd, Pawame

Austria, Bulgaria, Singapore.

Agriculture, Health,
Improved coeking, Off-

B d Capital Early st pital { ity $25K -
eyond Lapita arly stage capital lequity grid solar, Other, Water, Indiz and East Africa Open Tulaa, Frontier Markets
Fund and debt) $200K o )
sanitation and hygiene
(WASH)

Last mile distribution capital continuum: trends, gaps and

opportunities, July 2022



https://globaldistributorscollective.org/lmd-funding
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LMDs interviewed

* Altech * UpOwa

* ARESS e Vitalite

* Bidhaa Sasa *  WidEnergy
* Deevabits Green Energy * Yellow Solar
* Easy Solar e Zonful

e Ecofiltro

* Energy+

* Essmart

* Frontier Markets
* Healthy Entrepreneurs
* Hybrid Social Solutions

* Mweazi
*  Qolu Solar
* Pawame

* Sistema.bio

* Solibrium

* Sosai Renewable
Energies Company

Growth and fundraising journeys of LMDs, June 2021

Funders interviewed

* Acumen

* Beneficial Returns

* Bettervest

* Charm Impact

* Cordaid Investment
Management (CIM)

* D-Prize

* DOEN Foundation

* DRK Foundation

* elea Foundation

* Energise Africa

* Gaia lmpact Fund

* GroFin

* Lendahand

* Nexus for Development

* Nithio

 OPES-LCEF

Paygops-FGV pilot
Persistent

SIMA-Angaza Distributor
Finance Fund

Spark+ Africa Fund

Trine

Wajenzi

Last mile distribution capital continuum: trends, gaps and

opportunities, July 2022




Faster-growth LMD example: Easy Solar

Expansion to Liberia
supported by AECF

® 10 grant, working capital
% 9 finance from CIM
U% Seed round (Acumen,
g 8 Gaia) allowed for
g , growth, doubling size
é every year

6

Leading distributor of PAYG off-grid
solar products in Sierra Leone and
Liberia, having reached 120,000
customers to date

Series A2, plus working capital
facility in local currency from FEI
OGEF allows to refinance smaller

debt facilities

Debt in local currency

from Cordaid (CIM) + Kiva
loan allowed for first

containers of products

J

Pre-seed +
prizes | | 0 l-==="Z

-
-
-
-

Last mile distribution capital continuum: trends, gaps and

opportunities, July 2022

Series A by Acumen and FMO, and

debt facilities from Trine and SIMA-
Angaza DFF allow to deepen |  SAAUNYZC
presence in both countries,  |-=="""_
becoming leading distributor

-
-
-
-
-
-
L
-

[ d
-
-
-
-

> Years of
operation

7 8 9 10 11


https://easysolar.org/

Slower-growth LMD example: Deevabits Green
Enerqgy

_ 10 Loan from Kiva allows
§ company to build credit
€ 9 history and expand to
*;} more counties
3 8
2
QL 7 Company starts
operating profitably Loans from SIMA-
6 Angaza DFF, EARF and

Yunus Social Business
to allow to continue
growing operations Actively looking for equity to e

accelerate growth

USADF grant allows to
open outlets in 3
counties and engage
more distributors

=]
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https://www.deevabitsgreen.com/

Proposed solution areas

Four solution areas were prioritised by funders and LMDs that attended our LMD Investor Forum on 22nd June
2022 (highlighted in red). These were the focus of breakout discussions. Watch the recording of the event here.

4 ™ 4 N\ N
Improving collaboration and Developing new or adapted Leveraging results-based
information exchange to ease debt mechanisms to free up financing to improve unit
investments at all stages more working capital for economics and increase
: LMDs LMDs’ attractiveness to
* Investment readiness tools
* Aggregating and de-risking funders
* Increasing visibility of LMDs &8 .g i
: debt investments to enable e Carbon finance and other
and data sharing (eg, i )
. smaller ticket sizes forms of results-based
investment portal) . '
: : financing
. e Receivables- and inventory-
* Developing new data tools to backed fi oINS
support path to profitability acked tinancing tor >
e Collaboration among funders
/ funder alliance
. y, \. J y,

Last mile distribution capital continuum: trends, gaps and

opportunities, July 2022


https://youtu.be/NCiKOREAf2c

Proposed solution areas (continuation)

We are committed to take forward the ideas from the LMD Investor Forum 2022, and/or supporting other key
stakeholders to do so.

f Investment readiness of LMDs via tools N ( Aggregating and de-risking debt investments to enable h
and training, especially targeted at small smaller ticket sizes
and/or local LMDs * There are lots of different potential financial intermediaries (e.g.,

« As a pre-requisite to investment readiness, local banks, MFls, early-stage equity and TA providers, early-stage
funders need to be more transparent debt providers, crowdfunding platforms).
about their eligibility criteria and more » These intermediaries are constrained by a mix of liquidity and risk.
open to investing outside of their close For non-specialist intermediaries, there are additional constraints
network (most investments today are around systems, processes, the need for “champions”, and strong
relationship based). incentives to build pipeline and close deals.

* To support LMDs to get the attention of ¢ More philanthropic or semi-commercial capital is needed to play
these funders, some of the most useful a first-loss role, to enable specialist intermediaries to raise funds,
tools to equip them with are an effective to further demonstrate their investment models, and to continue
investor pitch and financial models. to attract funding to invest in smaller companies over time.

1\ J J
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Proposed solution areas (continuation)

We are committed to take forward the ideas from the LMD Investor Forum 2022, and/or supporting other key
stakeholders to do so.

4 )
Collaboration among investors/funder alliance Carbon finance and other forms of RBF
 Funders do not collaborate more because collaboration is e Carbon finance is increasingly attractive yet underutilised
anchored in personal relationships, and funders are not by LMDs. Can we improve access to it (and to other forms
comfortable sharing information more widely. of social and environmental impact incentives)?
e This slows down the process and limits opportunities. e Solstroem is a digital platform working to bundle LMDs to
What systems can we put in place to streamline this? reduce costs of verification.
* The concept of a “centralised repository of information” e But there is a challenge on the sale side: How can we find
emerged from the group. As a starting point, investors ways to increase potential buyers for the offsets?
tchat d_o dl.Je.diIigence on a company but end up not e Other questions the sector will need to grapple with: how
|nvest|r.1g Init cou.ld refser this company tO.SUCh a to aggregate and monetise carbon credits across sectors
cen.trallsed repository, instead of sharing it only within (e.g., companies selling water filters and off-grid solar)?
their close network. And how to define results, when it comes to RBF?
e A gran.t—funded organisation can collect fnformation from - We will also be exploring opportunities to both adapt
these investors and help match companies to the types of existing RBF and create new RBF schemes to target low-
% capital that are most suited to them. JAS RS RS R y
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