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Abstract

This study analyzes the return on investment for an agribusiness facilitation fund
implemented in Rwanda. Combining project monitoring data with supplementary
surveys and interviews of recipient agribusinesses, we find a positive return on
investment in terms of farmer income generated per dollar spent by the US
government. To determine the commercial viability of the investments, we estimate
the payback period and find the median time it will take a firm to recoup the

entire investment through profits is 3.7 years. We estimate the net present value of
the entire fund portfolio to be $12.5 million. These estimates rely on conservative
assumptions and likely underrepresent the profitability of the investments. Given
the positive returns and commercial viability of the agribusinesses, we examine the
fund's role as a first step to “graduate”firms toward investment readiness. Although
three firms did access equity investment, we find that the majority of the businesses
in the portfolio do not meet investor requirements for deal size and management
capacity and are more appropriately financed by commercial lenders. We conclude
with recommendations for the implementation and measurement of similar funds.
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Background

Donors, policy makers, and program implementers
increasingly rely on private sector engagement to
achieve global development objectives. Effective
private sector engagement can lead to additional
resources leveraged for development, local ownership,
and solution sustainability. United States Agency

for International Development’s (USAID’s) Private
Sector Engagement Policy has been a lynchpin of its
Journey to Self-Reliance and serves as a call to action
to institutionalize private sector engagement as a core
tenet of USAID’s operating model (USAID, 2019).

There is no blueprint for private sector engagement,
and evidence on the impact of private sector
programs is limited (OECD, 2018). A meta-analysis
finds that “business support to small and medium
enterprises (SMEs)” improves firms’ performance
on average (Piza et al. 2016); however, as articulated
by Fischer and Karlan (2015), SMEs face a range of
complex challenges, so no particular intervention
has been identified as effective in stimulating their
growth.

Facilitation funds (also referred to as challenge

funds or matching grant programs) are a common
tool for engaging the private sector and leveraging
donor funding to achieve additional private sector
investment. There are many ways to design these
funds, but they generally use grants to de-risk or
incentivize private firms to invest their own resources
in expansion or upgrades. Such funds constitute one
type of blended finance, an approach increasingly
favored by donors but for which evidence is still
limited (Heinrich-Fernandes, 2019). Because

grants to the private sector are a form of subsidy to
individual market players, a common implementation
question is how to minimize the risks of donor
dependence and negative market distortion (Tewes-
Gradl et al., 2018). Evidence for this question often
relies on anecdotes or case studies; aggregating results
across a fund portfolio is challenging because ideally,
measurement should be customized to reflect the
different business goals of each individual grant or
partnership (Kessler, 2018). Often, these funds—Ilike
other blended finance mechanisms—are measured
based on a simple leverage ratio of donor to private
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sector funding. Although useful, this ratio does not
help implementers understand the profitability—and
therefore the sustainability—of the investments that
the funds support.

The purpose of this study is to investigate the
return on investment (ROI) for one such fund:

the $5 million Value Chain Competitiveness Fund
(VCCF) implemented by the USAID Private Sector
Driven Agricultural Growth (PSDAG) project in
Rwanda. Although the entire fund was $5 million,
this study looks at only the $3.2 million portion of
the fund dedicated to agribusiness investment. We
analyze the fund from three perspectives—USAID,
the partner business, and a hypothetical external
investor—to determine its cost-effectiveness and
viability as a tool for crowding in private investment.
We seek to answer three research questions:

1. What was the social return on USAID’s
investment in the VCCF?

2. Did businesses supported by the VCCEF see a
positive return on their own investment?

3. Were VCCF investments a valuable first step
toward accessing private investment for SMEs?

The results of the analysis will inform the design and
implementation of similar funds on future donor-
funded programs.

Overview of PSDAG and the VCCF

The PSDAG project was a 5-year (August 2014-
August 2019) USAID-funded initiative implemented
by RTT International. The goal of PSDAG was

to increase incomes of small-holder farmers by
promoting private sector investment by assisting the
Government of Rwanda (GOR) to increase private
sector investment and facilitating private sector
investment by upgrading agricultural value chains.

PSDAG leveraged a VCCEF that provided grants
paired with complementary technical assistance

to catalyze relationships between private investors,
financial institutions, and value chain actors. The
VCCF was designed to help a range of actors,
including agribusinesses, cooperatives, financial
institutions, and associations to de-risk investment
in agriculture and facilitate the adoption of improved

https://doi.org/10.3768/rtipress.2020.rr.0042.2008
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technologies for value chain upgrading. These actors
received matching grants that required them to co-
invest in expansion plans that would help them to
grow their businesses. Grants and co-investments
supported acquisition of new capital equipment, such
as processing equipment, expansion of supply chains,
and training and technology adoption to meet market
quality standards. Matching grants and technical
assistance are two common interventions deployed
to help agribusinesses grow, though there is great
heterogeneity in how they are implemented across
countries and projects.

Data Sources and Analytical Methods

Data Sources

We aggregated data from the following three sources
into a central database, which was then used for
analysis.

PSDAG Monitoring and Evaluation (M&E) Data

The primary source of information for the database
was the PSDAG project M&E Data. All businesses
that received grant capital or business development
service support from PSDAG were required to report
quarterly on a set of pre-determined indicators (a full
list of PSDAG indicators is included as Appendix A).
We aggregated this quarterly data into annual results
for a series of indicators, such as value of domestic
and export sales, value of gross farm income, number
of supplying farmers, and value of agricultural credit
accessed. The data were collected on an ongoing basis
from 2014 to 2019.

The project’s M&E data were rich but had some
limitations. Grantee reporting was only required for
a 2-year period, which would not capture returns to
major capital investments often realized over a longer
time horizon. The PSDAG indicator definitions

were also a limiting factor. USAID/Rwanda defined
investment as capital investment (e.g., equipment and
other durable, non-expendable goods), exclusive of
any working capital investment, operating costs, or
human resource investment. As a result, the M&E
data captured only a portion of the value of the
private sector partners’ investment. Additionally,
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PSDAG only captured the sales value of agricultural
commodities, excluding the sales of services provided
(e.g., aerial crop monitoring, mechanization services,
or mobile information platforms). Because of these
limitations, we collected additional data from the
following two sources.

Online Business Survey

The online business survey was designed in Office
Forms and supplemented our understanding of
grantee sales, financing accessed, investment, and
employment before, during, and after the grant.

The full questionnaire is available as Appendix B.

We invited all VCCEF partners to participate in the
survey in March 2019. For most businesses, this was
after their engagement with the PSDAG project had
ended. The survey response rate was 70 percent. One
respondent did not write their name in the survey,
and their business data were inconsistent with any
enterprise information we had from other sources;
thus, it was excluded from the database. We recognize
that the potential for bias among these respondents,
because those who received the most benefit from
participating in the VCCF may be most likely to
respond.

The data from the online business survey were
valuable in providing supplementary data,
particularly for sales. However, it also had limitations.
For example, businesses were reticent to provide
some sensitive or proprietary data through an

online platform, so questions about profit margins
and interest rates were removed to maintain a high
response rate. The survey also identified businesses
willing to engage in more in-depth discussions.

Key Informant Interviews

The last phase of data collection was in-person, in-
depth interviews with VCCF grantee businesses. Of
the businesses that indicated in the online survey that
they were interested in discussing their experience
turther, RTI researchers interviewed 16 in May and
June of 2019. The interview questions included the
interest rate and profit margin information missing
from the above data collection methods, as well

as qualitative information related to our research
questions: how the business did or did not benefit

https://doi.org/10.3768/rtipress.2020.r1.0042.2008
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from the engagement; which ancillary PSDAG
services did they access; and are they poised for
future growth and additional investment. The survey
questionnaire used within the in-person interviews is
available in Appendix C.

Analytical Methods

Under the VCCE, PSDAG awarded competitive grants
to a broad range of private sector actors, including
agricultural SMEs, cooperatives, associations,

and research institutes. In this paper, we analyze

only PSDAG grants to profit-seeking businesses.
Additional grants were made to cooperatives and
associations, but these types of organizations have a
dual focus on service provision and member support,
which differentiates them from the profit-seeking
businesses.

We use only the costs attributable to a specific

firm, which include the value of the grant and

any technical assistance or business development
services contracted for that firm. There are additional
associated costs to USAID—for example, project
staff required to administer the fund and informal
technical assistance—which cannot be disaggregated
by grantee and therefore were not included in the
calculations.

For each method, we are limited to analyzing only
the sub-sample of firms that reported the relevant
data. Because different firms had different reporting
requirements, we use different sub-samples for each
analysis. Figure 1 illustrates the five different sub-
samples and how the total 45 firms analyzed overlap
across them.

Methods: Social Return on Donor Investment
Donors goals do not typically match those of an
investor or financier who may focus purely on
business performance. Thus, we measure “social”

returns as the number of farmers reached through the
program, farmer income generated, and inclusion of
vulnerable populations in productive value chains,
which traditional financiers would not consider.

We calculate average cost to USAID per farmer
reached by dividing the total VCCF expenditure

(on firms required to track farmers) by the number
of farmers reached, as reported by those firms.
Although the number of farmers reached is a metric
often tracked by donors, it does not alone convey

any ROI in terms of impact, because farmers can

be reached in any number of different ways. We
therefore also analyzed the income of the farmers
reached by VCCF-supported firms. To determine

the ROI in terms of farmer income, we divided total
farmer income (from firms required to track it) by the
amount of VCCF funding received by those firms. We
also disaggregated this analysis by firm size and their
focus crops.

Methods: Return on Business Investment

We calculated the cost to the business as the amount
of capital investment recorded in the grantees’ M&E
data, which is likely an underestimate because of
the definition of the indicator described in PSDAG
Monitoring and Evaluation (Me>E) Data. To calculate
returns to the business, we used sales as recorded
during 2019. For those grantees that stopped
reporting before 2019, we used the latest reported
year (2017 or 2018.) These numbers came from the
project M&E data rather than survey data, because
it is the most comprehensive source and enabled us
to look at the VCCF as a whole rather than just at
the subset that responded to the survey. However,
some grantees were not required to report on sales
data and were excluded from this analysis. Of the

36 firms included, 17 reported their estimated net
profit margins during interviews conducted in 2019.

Figure 1. Sub-samples and overlap

Firm Number

Sub-Sample
Included in # farmers reached

Included in farmer income
Included in ROI

Completed online survey

Completed key informant interview

ROI = return on investment.

RTI Press Publication No. RR-0042-2008. Research Triangle Park, NC: RTI Press.
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For those that were not interviewed, we imputed
conservative estimates for margins based on market
data and the margins of companies operating similar
models. Some firms were excluded because of a lack
of adequate market information on which to base
imputed margin estimates.

We assume that grantee profits and sales remain
constant at their highest reported rate during the
project. This is a conservative estimate, given that the
Rwandan economy is growing at a rate of 8.6 percent
annually, and most VCCF partners were poised for
high growth following these investments.

To calculate the payback period of an investment, we
used two methods:

1. The payback period for an individual firm’s
investment is calculated as Total Investment Cost
divided by Annual Profits, using an unweighted
average for 36 firms.

2. We also calculated the payback period for the
entire investment—both the firm’s investment
and USAID’s contribution—to understand if
the investment would have been a profitable
endeavor even in the absence of donor support.
We include only 90 percent of USAID’s portion
given that some costs are higher because of a
USAID reporting requirements but assume that
this portion is financed at a 16 percent interest
rate over 18 months, which are standard terms for
business loans in Rwanda. This is also calculated
as an unweighted average.

We calculated the net present value (NPV) for

the portfolio of VCCF investments for a period

of 10 years (5 project years and 5 years following
the project) using a discount rate of 12 percent

as is standard in USAID economic analysis (Belt

& Zuvekas, 2014). Because NPV relies heavily

on assumptions, we also conducted some simple
sensitivity analyses to generate upper- and lower-
bound estimates. For the “low” scenario, we assume
grantee profit margins decline by 5 percent annually.
Because many of these firms are first movers, they
face limited competition, which is expected to
increase in the future and may drive down prices.
In this scenario we also impose a flat 20 percent
reduction in total cash flow in future years to reflect

RTI Press Publication No. RR-0042-2008. Research Triangle Park, NC: RTI Press.

potential macroeconomic shocks, such as climate,
trade, or policy impacts. For the “high” scenario, we
hold the macroeconomic scenario and profit margins
constant while allowing for a 10 percent annual
increase in revenues (compounded), to reflect that
most of these businesses were at the beginning of
growth trajectories when data collection ended.

Note that for our NPV calculations, we do not
calculate the NPV of USAID’s cash outflows but
rather the combined cost of USAID and the grantees’
investments to estimate the profitability of the
investments more realistically. Costs were allocated to
the years in which the partnership agreements were
signed. In reality, the costs were likely spread over

the 2 years following the signing of the agreement.
The NPV for only USAID’s investment would be
much higher. Using these methods, results cannot be
attributed to the VCCF alone. Per USAID’s indicator
definitions, businesses reported gross sales, not
incremental. Furthermore, we have no counterfactual
and therefore cannot estimate what the firm would
have done in the absence of USAID’s support.

Methods: Pathway to Private Investment

Access to capital remains a critical challenge for
agricultural SMEs across Sub-Saharan Africa, and
private investment offers an alternative to commercial
lending for those businesses that can attract it.

Recent literature articulates the need to develop a
deliberate graduation strategy to move businesses
into an “investable” stage, recommending that limited
seed capital and a business development service
(BDS) would be an appropriate step to prepare

for mezzanine finance (quasi-equity) and venture
capital (Van Manen, 2018). Here, we examine the
VCCE which provided subsidized seed capital and
technical assistance, as a potential modality for such a
graduation.

Our data do not allow us to calculate the appropriate
metrics to gauge investment readiness post-
intervention, and we lack adequate sequential years
of reporting to calculate accurate growth rates for
the businesses. The World Bank has constructed
investment readiness scores using four components:
market attractiveness, founder/team, product/
technology, and traction (Cusolito et al. 2018). We

https://doi.org/10.3768/rtipress.2020.r1.0042.2008
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summarize key characteristics that can be linked to
investment readiness, including

« growth stage of companies analyzed;

« median annual revenues, approximated by
commodity sales reported during the company’s
last reporting year to PSDAG;

« average profit margin, as stated by firms
participating in key informant interviews;

« percent of firms receiving BDS. Investors require
a certain level of management capacity, including
a governance structure, reporting practices, and
compliance standards. While receiving BDS is
a proxy for building these types of capacity in a
business, most of this was capacity building around
basic business practices and would not be sufficient
to prepare the firms for investment; and

« number and description of firms accessing private
investment.

Results

Table 1 provides a summary of the agribusiness
awards made under the VCCE.

The VCCE-supported firms worked in a range of
different crops, as illustrated in Figure 2. Within

those crops, the firms provided services varying from
input sales to value addition. Some firms were crop
agnostic, providing services like financing solutions
applicable to any value chain.

Table 1. VCCF profile
Totalnumberofgrantees 45
Total USAID investment (including grant $3,229,795
+ BDS)
Average grant size $67,950
Median grant size $49,682
Maximum grant size $256,677
Firm size! (n)
Micro 8
Small 28
Medium 7
Large 2
Type of support received (n)
Capital 28
Business development services (BDS) 4
Both BDS and capital 13

BDS = business development services;
USAID = United States Agency for International Development;
VCCF = Value Chain Competitiveness Fund.

T Rwanda Ministry of Trade and Industry definitions from the Small and Medium
Enterprises Development Policy. Firms are designated as micro when they
have between 1 and 3 employees, small if they have between 4 and 30,
medium if 31-100, and large if firm size exceeds 100 employees.

Figure 2. VCCF cash flow, 2015-2024
9000000
7000000
5000000
3000000

1000000

2015
1000000 016 17 018

-3000000

-5000000

PSDAG Investment [ Grantee Investment [l Grantee Profits (Estimated)

2020 2021 2022 2023 2024

Grantee Profits (Low scenario) [l Grantee Profits (High Scenario)

PSDAG = Private Sector Driven Agricultural Growth; VCCF = Value Chain Competitiveness Fund.

RTI Press Publication No. RR-0042-2008. Research Triangle Park, NC: RTI Press.
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Social Return on Donor Investment

Through VCCF support to agri-SMEs, USAID
reached 46,272 farmers. The average cost per farmer
reached was $63.05. (See Table 2 for a summary

of results.) The majority of farmers were reached
through grants to small enterprises (as opposed to
medium or micro). This was largely driven by two
grants that reached over 10,000 farmers, leading to a
lower cost per farmer among small firms. Small value
grants (under $50,000) also had the lowest cost per
farmer.

Table 2. Summary of results

Value n (firms)
Farmers reached 46,272 38
Average cost to USAID per farmer  $63.05 38
reached
Total farmer income $22,868,174 38
Average [median] payback period 6.4 [2.1] 36
for firm investment
Average [median] payback period  10.9 [3.8] 36
for firm + USAID investment
NPV of VCCF funds $12,524,456 36
NPV (high scenario) $16,987,800 36
NPV (low scenario) $6,606,226 36

NPV = net present value; USAID = United States Agency for International
Development; VCCF = Value Chain Competitiveness Fund.

The total farmer income reported was $22,868,174.
As a percentage of the $2,659,795 in capital grants
and technical assistance provided to those grantees,
this represents an 860 percent ROI. Small grants

(less than $50,000) and grants to microenterprises
had the lowest ROI in terms of farmer income
generated per dollar spent by USAID. Mid-sized
grants ($50,000-$100,000) and grants to medium
sized firms generated the highest ROI. We also
compared the farmer income generated from grants
to horticulture businesses, which are higher value
and often export-oriented, with grants to businesses
operating in staples value chains (like maize, beans,
and potato). Staples grantees provided a much higher
ROl in terms of farmer income per dollar of USAID
investment. This was largely driven by a few large
firms that reported over $1 million in farmer income.

In addition to impacting farmers and their income,
the VCCF was intended to integrate marginalized

RTI Press Publication No. RR-0042-2008. Research Triangle Park, NC: RTI Press.

groups, including women, youth, and persons with
disabilities (PWDs), into the commercial agricultural
sector. From a donor perspective, this is an important
social ROL In the absence of a dollar value to
quantify this return, we surveyed the 27 businesses
that participated in PSDAG’s gender equity and social
inclusion program and found that as a result of their
participation, all had hired or structured full-time
contract farming arrangements with youth (1,500); 24
(89 percent) had hired at least one woman or more,
with women averaging 40 percent of all full-time
equivalent staff within reporting enterprises; and 21
(78 percent) had hired one or more PWD, creating 96
total full-time equivalent jobs for PWDs.

Return on Business Investment

Payback Period

Assuming that 2019 profits remain constant, the
average payback period for a firm’s investment

is 6.4 years. The median payback period is only

2.1 years. The payback period for the full investment
(firm + USAID) increases to 10.9 years, with a
median of only 3.8 years.

Net Present Value

The NPV of the VCCF is $12,524,456 (in 2015
dollars). This is calculated only for the portion of the
portfolio that reported sales. Cash flow projections
for all three scenarios are shown in Figure 2.

Businesses’ Perceived Value and Qualitative
Results

In the online business survey, RTT asked one question
related to the impact of the PSDAG partnership

on the business. Question 18 (full survey available

in Appendix B) asked “How would you rate the
utility of PSDAG partnership for your business’
growth?” Grantees were given a Likert Scale of five
options between “Not at All Useful” and “Extremely
Useful” Of businesses that responded to the

survey, 92.1 percent rated the partnership as either
“Extremely Useful” or “Somewhat Useful” The single
business that reported the partnership as “Neutral”
was acquired before the conclusion of the grant and
thus ultimately cancelled before being completely
paid out whereas one of the two businesses that

https://doi.org/10.3768/rtipress.2020.r1.0042.2008
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reported the partnership as only “A Little Useful”
was cancelled early due to the business not meeting
technical and financial requirements of the grant
agreement.

The in-depth interviews with businesses revealed the
sub-elements of VCCF support perceived as most
valuable. For example, many grantees cited access

to commercial lending as a valuable outcome of the
partnership, crediting their ability to get loans to
PSDAG's support and “stamp of approval.’! Some
had been trying to get the same credit from the
same banks for years and were only successful after
partnering with PSDAG: “Without PSDAG, any
attempt to get finance would be in vain.” This was
especially true for recipients awarded under the social
inclusion requests for application.

The interviews also revealed positive trends emerging
within the financial sector, which can be partially
attributed to PSDAG and are alleviating some of the
long-standing constraints to agribusiness financing in
Rwanda. These include new working capital lending
products with an 8 to 10 percent interest rate as
opposed to a standard 16 to 20 percent generally seen
in the sector, a new market entrant offering factoring
(working capital loans backed by invoices), and
supplier credit from equipment suppliers.

Another piece of support recognized by grantees as
critical to their success was the BDS program, which
built capacity in business operations and helped
them identify which products were most profitable,
better track expenditures, and increase their future
bankability through accurate cash flow and revenue
forecasting.

The last key element cited as valuable by grantees was
the community of practice that formed among the
participating businesses, enabling them to develop

a professional network that had not previously
existed among agribusinesses in Rwanda. Similarly,
the interviews elucidated the value of the technical
guidance provided directly by PSDAG staft to the
businesses, ranging from guidance related to business,
facilitation of introductions to GOR or other partners
to expedite customs processes, and creative problem-
solving to meet milestones or modify grants. One
grantee noted in an interview that “PSDAG is impact

RTI Press Publication No. RR-0042-2008. Research Triangle Park, NC: RTI Press.

driven and the staff were selected well; they are not
NGO people but are business-oriented so can provide
the right guidance”

Pathway to Private Investment

PSDAG invested in SMEs of various sizes and stages;
Table 3 summarizes the growth stage of the SMEs
before engaging with the project.

In our sample, median annual (commodity) sales
of VCCF businesses were only $144,533 in their
final complete year of reporting. For the firms who
completed in-person interviews, the average stated
profit margin was 43 percent.

Among VCCF businesses, 58 percent received BDS
support. Of these, three firms did access equity
investment after receiving tailored investment
readiness support from PSDAG. Table 4 provides

a summary of these three firms, the support they
received, and the investment outcome.

Table 3. VCCF grantees by growth stage

Stage Number  Definition
Start up 15 « Operating for >1 year at time
of application
Pre-investment 29 « Operating for 1-5 years
- Stagnant or slow-growing sales
Growth 10 - Operating for 5+ years

- Expanding significantly before
PSDAG support

PSDAG = Private Sector Driven Agricultural Growth;
VCCF = Value Chain Competitiveness Fund.

Discussion

Consistent with McKenzie (2011), our sample is small
and heterogenous; thus, we do not have statistical
power to detect treatment impact. Furthermore,
without a counterfactual, we do not attempt causal
attribution of effects to VCCF support. To our
knowledge, no similar analyses have been published,
so we cannot benchmark our findings against
existing literature. The discussion below attempts to
contextualize and unpack the results of our analysis.

Our analysis shows a positive return on USAID’s
investment in terms of farmers reached and farmer

https://doi.org/10.3768/rtipress.2020.rr.0042.2008
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Table 4. Profiles of firms accessing equity investment

Business Type  Investment Readiness BDS Support

Investment Outcome

Received $1 million investment from an
impact investor specializing in African
agribusiness. The firm was also able to
secure $1.5 million in working capital
loans, which is crucial to enable them
to operate at full capacity during peak
agricultural harvest seasons.

Secured capital investment worth
$1.4 million to expand into a larger
processing facility and access new
regional markets.

Maize and Following a successful VCCF co-investment in collection and aggregation

Beans: centers, PSDAG hired a service provider to help the firm develop a longer-

Aggregation term growth strategy, conduct a regional market analysis to prepare the firm
for expansion into exports, and link the firm to potential regional investors.
The provided BDS was intended to help the business tap into export markets,
which is key to achieving true economies of scale given the relatively small
domestic market, and Rwanda’s participation in the East African Community
allows firms preferential access to large proximity markets.

Beans: PSDAG partnered with a processing company to market processed beans

Processing to urban consumers. Following this activity, PSDAG provided BDS expand
regionally and to prepare pitch documents for further expansion.

Services: This firm did not engage in a traditional VCCF co-investment grant in capital

Transportation
and Logistics

expansion before the provision of BDS. PSDAG only provided technical
assistance in three critical areas for the business’ investment preparedness:
market analysis; creation of a business pitchbook and promotional materials;
and preparation of detailed business financial statements and projections.

Received over $1 million in investment
from an international investor and
$200,000 credit from a local factoring
firm, which enables the firm to operate
at full capacity during peak agricultural
seasons.

BDS = business development service; PSDAG = Private Sector Driven Agricultural Growth; VCCF = Value Chain Competitiveness Fund.

income generated. This is a conservative, lower-
bound estimate, only representative of what was
achieved and tracked during the period of USAID’s
investment, which averaged less than 2 years per
grant. Given that the supported business models were
designed to sustain over time without additional
donor support, we can reasonably expect the same
levels of farmer income to continue in future years.
Farmer income is measured only based on sales
reported to VCCF firms. Farmers are likely to have
other income from intercropping and multiple
harvest seasons per year not related to the VCCE
Farmer income does not necessarily reflect farmer
profits, because we had no way to estimate the costs
of labor and inputs for farmers.

We further show that the VCCF supported profitable
investments and that the value of both USAID’s and
the businesses’ investments will be recouped through
profits in the medium term using conservative
assumptions. Follow-up surveys and interviews
triangulated this finding, clearly conveying that VCCF
businesses perceived the partnerships as valuable and
that the businesses are continuing to thrive after the
grants have closed.

The payback period for the initial investments
was skewed by several outliers. High payback

RTI Press Publication No. RR-0042-2008. Research Triangle Park, NC: RTI Press.

periods resulted from government intervention and
regulatory changes mid-grant that severely impacted
original business plans and from delays in receiving
equipment that delayed implementation, resulting

in low sales reported in the final project year. ROI
was calculated holding 2019 sales constant. For these
firms, it would be reasonable to assume much higher
sales for 2020, but without a basis for estimating those
sales, we used 2019 figures. Additionally, the largest
investments are slowest to realize and therefore not
captured within the grant period. Experimental
evidence has shown that impacts of SME support
programs emerge 2 years after the program (Bruhn et
al., 2018). One outlier was Rwanda’s first commercial
mushroom producer, which invested over $1 million
to develop a facility for substrate production and
associated equipment such as a tractor and baler;
facilities for mushroom production; and cold

room and cold trucks to keep perishable product
preserved. This company only reported $183,000 in
its final grant year when it was still completing the
investment. Sales were expected to grow substantially,
but we conservatively estimated the payback

period using annual sales of $183,000. So while

this investment had the highest success in terms of
leverage ratio, it shows a payback period of 17 years.

https://doi.org/10.3768/rtipress.2020.r1.0042.2008
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VCCE support led to private equity investment for
three businesses. The majority of the portfolio was
not positioned to receive private investment before
engaging with the project. These businesses are
small—most falling within the “missing middle;”
meaning that their financing needs are too small

to justify the transaction costs for an investor.
Although the stated average profit margins of those
who responded exceeds 15 to 25 percent minimum
ROI for investment funds (Cusolito et al., 2018),

the size of the businesses would likely still not be
attractive to investors. Although private investment
is often touted as a high potential alternative for
SME finance in capital-constrained markets, it is

not an appropriate solution for the majority of these
firms, which are generally representative of Rwandan
agribusinesses: small-scale, with low managerial

and financial capacity, unlikely to attract an outside
investor or fund. Such businesses are on the lowest
end of the missing middle are more appropriately
financed through microfinance institutions or
commercial banks, which 26 percent of the businesses
accessed with PSDAG support. The VCCF support
and subsequent commercial financing could be a
first step on the “graduation” pathway to investment
for a subset of growth businesses, but intermediate
steps—such as mezzanine financing and substantial
additional BDS—would be required, as recommended
by Van Menen (2018).

Conclusions and Recommendations

From this research, we conclude that facilitation
funds such as the VCCF are a viable modality for
engaging private sector partners and can offer
positive returns to both the donor and businesses. We
offer the following recommendations for designing
and implementing similar funds:

Build ROI analysis into fund processes. As for any
business investment, expected ROI should be
calculated before a grant is made. This should be
done in partnership with the grantee, and in most
cases will be a capacity-building exercise in and of
itself. Project staff should be trained to use basic tools

RTI Press Publication No. RR-0042-2008. Research Triangle Park, NC: RTI Press.

for calculating expected returns. As several partners
noted in interviews, staft with business backgrounds
are critical.

Equity investment is not always the end goal. Although
financing is a real constraint to growth, in markets
like Rwanda, equity investment may not be an
appropriate alternative to credit. Businesses are small
and have returns that could not offset due diligence
and transaction costs for investors. Facilitation funds
should have a clear method for identifying which
partners are—or could become—investable and offer
tailored investment readiness support. But for the
majority who are not, funds should have a roadmap
for unlocking commercial lending.

Tackle financing from both the supply and demand

side. Much of the VCCF’s success was because of its
facilitation of access to finance for agri-SMEs. On the
demand side, VCCF support helped grantees access
credit. The grant applications themselves doubled as
business plans, the capital grants provided them with
collateral, BDS built their financial capacity, and the
PSDAG “seal of approval” improved their bankability.
On the supply side, PSDAG developed partnerships
with banks with true commercial interest in
expanding agricultural lending and incentivized
them to deliver through results-based agreements.
Although the supply has improved, most lending
available is high interest and shorter term than the
median investment payback periods.

Tracking and measurement. There were several limits
to the PSDAG project data that made it difficult

to conduct this analysis. To fully understand the
performance of businesses within a fund, we
recommend systematically collecting general
information on sales, lending, and investment,
which then can be disaggregated as needed to meet
donor-prescribed indicators. Firms may not be able
to calculate their profit margins—or may be wary of
doing so. We recommend working with BDS service
providers to develop a system for grantees to monitor
their profits over time.

https://doi.org/10.3768/rtipress.2020.rr.0042.2008
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Appendix A. PSDAG Project Indicator List

Code Indicator Description Data Collection
4.5-207 1-Value of gross farm incomes of assisted farmers (US$) Indicator Type: Outcome
Source: USAID/Rwanda Custom Method and Source: Records and reports from grantees
Frequency: Annual
Disaggregated by: Value chain, season, sex
EG.3.2-22% 2-Value of new private sector capital investment in Indicator Type: Outcome
the agriculture sector or food chain leveraged by FTF Method and Source: PSDAG records, grantee progress
implementation (US$) reports
Source: FTF Frequency: Quarterly
Disaggregated by: None
EG.3.1-12* 3-Number of agricultural and nutritional enabling Indicator Type: Outcome
environment policies analyzed, consulted on, drafted or Method and Source: Embedded investment Advisors
revised, approved, and implemented with US government  records, PSDAG records, STTA reports
(USG) assistance Frequency: Annual
Source: FTF Disaggregated By: Process/step, policy area, total policies
4.5.1-Z03 4-Number of public entities assessed for capacity in Indicator Type: Output
executing their roles and responsibilities Method and Source: Embedded Investment Advisors
Source: USAID/Rwanda Custom records, STTA reports
Frequency: Quarterly
Disaggregated by: Government level (national, province,
district), type of entity, new/continuing
PSDAG 5-Number of private and civil sector stakeholders Indicator Type: Output
internal (organizations and individuals) responding to calls for Method and Source: PSDAG records, STTA reports
indicator input on relevant reforms Frequency: Quarterly
Source: PSDAG internal indicator Disaggregated by: Type of stakeholder (civil or private
sector), industry level, sex of respondents
2.4.1-209 6-Percentage of stakeholders agreeing that consultative  Indicator Type: Outcome
process was effective in soliciting their input (%) Method and Source: PSDAG records
Source: USAID/Rwanda Custom Frequency: Quarterly
Disaggregated by: Type of stakeholder, individual/
organization, and sex of respondents
EG.3.2-23* 7-Value of targeted agricultural commodities exported Indicator Type: Outcome
with USG assistance (US$) Method and Source: Progress reports from grantees
Source: FTF Frequency: Annual
Disaggregated by: Value chain, destination
4.5-206 8-Value of domestic sales of value-added agricultural Indicator Type: Outcome
products attributed to program implementation (US$) Method and Source: Progress reports of grantees
Source: USAID/Rwanda Custom Frequency: Semi-annual
Disaggregated by: Value chain
EG.3.2-19* 9-Value of small-holder incremental sales generated with  Indicator Type: OutcomeMethod and Source: Grantee
USG assistance (US$) progress reports
Source: FTF Frequency: Quarterly
Disaggregated by: Value chain, number of beneficiaries
4.4-201 10-Number of beneficiaries with new market linkages asa Indicator Type: Outcome

result of USG assistance
Source: USAID/Rwanda Custom

Method and Source: Grantee progress reports

Frequency: Semi-annual

Disaggregated by: Value chain, type of beneficiary (farmer,
cooperatives, agribusinesses)

RTI Press Publication No. RR-0042-2008. Research Triangle Park, NC: RTI Press.
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Appendix A. PSDAG Project Indicator List (continued)

Code Indicator Description

EG.3.2-20* 11-Number of for-profit private enterprises, producer
organizations, water users associations, women'’s groups,
trade and business associations, and community-based
organizations (CBOs) that applied improved organization-
level technologies or management practices with USG

assistance
Source: FTF

Data Collection

Type: Outcome

Method and Source: Progress reports from grantees
Frequency: Annual

Disaggregated by: Type of organization

EG.3.2-17* 12-Number of farmers and others who have applied
improved technologies or management practices with

USG assistance

Type: Outcome
Method and Source: Progress reports from grantees
Frequency: Annual

Source: FTF Disaggregated By: Sex, type of technology
E.G.3.2-18* 13-Number of hectares under improved technologies and  Indicator type: Outcome
management practices with USG assistance Method and Source: Progress reports from grantees
Source: FTF Frequency: Annual
Disaggregated by: Technology type, sex, value chain
EG.3.2-1* 14-Number of individuals who have received USG- Type: Output

supported short-term agricultural sector productivity or

food security training

Method and Source: PSDAG training reports, progress
reports from grantees

Source: FTF Frequency: Quarterly
Disaggregated by: Sex, type of individual
EG.3.2-x27 15-Number of members of producer organizations and Indicator Type: Output
Custom CBOs with USG assistance Method and Source: Progress reports from grantees

Source: FTF archived, Custom PSDAG

Frequency: Annual
Disaggregated by: Type of organization, sex

EG.3.2-4* 16-Number of for-profit private enterprises, producers
organizations, water users associations, women's groups,
trade and business associations, and CBOs receiving
USG food security related organizational development

assistance
Source: FTF

Indicator Type: Output

Method and Source: PSDAG records

Frequency: Annual

Disaggregated By: Type of organization, new/continuing

EG.3.2-3* 17-Number of micro, small, and medium enterprises
(MSMEs), including farmers, receiving agricultural-related

credit as a result of USG assistance
Source: FTF

Indicator Type: Output

Method and Source: Progress reports from grantees
Frequency: Semi-annual

Disaggregated by: Size of MSME, Sex of owner

EG.3.2-6* 18-Value of agricultural and rural loans as a result of USG

assistance (US$)

Indicator Type: Output
Method and Source: Progress reports from grantees

Source: FTF Frequency: Quarterly
Disaggregated by: Type of recipient, Sex, type of beneficiary
4.5.2-204 19-Number of MSMEs receiving BDSs from USG assisted Indicator Type: Output
sources Method and Source: PSDAG records, Grantee reports

Source: USAID/Rwanda Custom

Frequency: Annual
Disaggregated by: Size of MSME, MSME type, sex of owner

EG.3-9 20-Number of full-time equivalent jobs created with USG

assistance (RAA)
Source: FTF

Indicator Type: Outcome

Method and Source: Grantee reports
Frequency: Annual

Disaggregated by: Location, duration, and sex

RTI Press Publication No. RR-0042-2008. Research Triangle Park, NC: RTI Press.
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Appendix A. PSDAG Project Indicator List (continued)

Code Indicator Description

Custom PSDAG  21-Number of persons trained by PSDAG to promote

investment in agriculture
Source: PSDAG/Custom

Data Collection

Type: Output

Method and Source: PSDAG training reports, progress
reports from grantees/partners

Frequency: Quarterly

Disaggregated by: Sex, type of individual

Custom PSDAG  22-Number of institutions, including public agencies
and financial institutions, receiving PSDAG technical
assistance to promote investment in agricultural sector

Source: PSDAG/Custom

Indicator Type: Output

Method and Source: PSDAG records

Frequency: Annual

Disaggregated by: Type of organization, new/continuing

GNDR-8 23-Number of persons trained with USG assistance to
advance outcomes consistent with gender equality or
women’s empowerment through their roles in public or

private sector institutions or organizations
Source: USAID/F-Indicator

Type: Output

Method and Source: PSDAG training reports, progress
reports from grantees/partners

Frequency: Quarterly

Disaggregated by: Sex, type of individual

Custom PSDAG  24-Value of private sector investment pipeline attributed
to USAID assistance (5-year committed investment per

submitted business plans)
Source: PSDAG Custom

Type: Outcome

Method and Source: PSDAG progress reports from grantees/
partners

Frequency: Quarterly

Disaggregated by: Sector

RTI Press Publication No. RR-0042-2008. Research Triangle Park, NC: RTI Press.
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Appendix B. ROl Online Questionnaire Form

Private Sector Driven Agricultural Growth (PSDAG) Value Chain Competitiveness Fund (VCCF) Participant

Follow-Up Survey

1. Please provide the full legal name of your business.

2. What Value Chain is your business engaged in?

Maize Horticulture
Beans Dairy
Potato Multiple

3. What is the primary function of your business operations?

Production Services
Aggregation ICT

Processing Storage

Inputs Mechanization

4. What category of service did your business receive from PSDAG?

Capital Investment Grant
Business Development Services
Both

5.1n what year did your business begin partnership with PSDAG?

2014 2016
2015 2017
2016 2018

6. What were your businesses sales (RWF) in 2014?

7.What were your businesses sales (RWF) during/post partnership
in 20157

8. What were your businesses sales (RWF) during/post partnership
in2016?

9. What were your businesses sales (RWF) during/post partnership
in 20177

10. What were your businesses sales (RWF) during/post partnership
in2018?

RTI Press Publication No. RR-0042-2008. Research Triangle Park, NC: RTI Press.

11. What do you expect your 2019 sales (RWF) value to be?

12. Did you take out loans to satisfy your leverage requirements for
PSDAG partnership?

Yes No

13. What was the value of loans (RWF) secured for PSDAG
partnership investment?

14. How many employees worked for your company before PSDAG
partnership?

15. How many employees currently work for your company?

16. Since the termination of the PSDAG partnership, has your
business attracted additional investment capital?

Yes No

17.If yes, what was the value of that investment (RWF)?

18. How would you rate the utility of PSDAG partnership for your
business' growth?

Not at all useful Somewhat useful

A little useful Extremely useful

Neutral

19. Would you be interested in an in-person discussion about your
experience working with PSDAG?

Yes No Maybe

https://doi.org/10.3768/rtipress.2020.r1.0042.2008
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Appendix C. ROl In-Person Interview Questionnaire

Company Background

What was your motivation to co-invest with Private
Sector Driven Agricultural Growth (PSDAG) PSDAG?

What was the constraint?

What was the investment used for?

Was the partnership successful?

Did the company achieve this goal?

Were their specific product lines associated with the

PSDAG investment?

Company Financial Co-investment

What were the sources of your co-investment/
contribution?

What were the terms? (if loan)
Have you paid that off in full?

If you reported that you have received additional finance
during project, what were the terms?

Do you think your involvement with PSDAG helped you
get this additional investment (or will in the future)?
“stamp approval from PSDAG”

Since the project ended, have you received additional
finance?

What were the terms?

What business development services (BDSs) did you
benefit from?

RTI Press Publication No. RR-0042-2008. Research Triangle Park, NC: RTI Press.

Were those beneficial, and how?

What other types of BDS support could have helped
you?

Did you receive an intern from the PSDAG/MINAGRI/
RYAF program? If so, was that a useful complement to
your business?

Margin
What was annual average growth rate before the PSDAG
investment?

What is the average margin you make on the sales of the

product presently?

Project Design

What were the most positive aspects or
results of working with PSDAG?

What would you change about the parameters of the
program or the process?

Future

What is your vision for your company'’s future?

In terms of growth?

In terms of accessing additional financing?

In terms of BDS?

https://doi.org/10.3768/rtipress.2020.rr.0042.2008
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