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Introduction 

The challenges related to the access to finance for Small and Medium-sized Enterprises (SMEs) in 

Africa are well-documented. SMEs, and particularly early stage enterprises commonly known as 

startups, find it difficult, even impossible, to secure the funding necessary to validate, build and scale 

their businesses. They have outgrown or are not suited for microfinance instruments but don’t have 

what it takes to get conventional loans from banks. In better-structured ecosystems, this segment of 

enterprises is served by alternative sources of investments such as angel investments, various types of 

grants or venture capital backing at this early stage. 

In Benin, the early stage investment options are very limited. There is no evidence of structured angel 

investment networks or venture capital backing for startups trying to raise between $10,000 to 

$250,000. Many startups are bootstrapped with all the limitations involved; others participate in 

competitions or hackathons with prizes that fall short of what they need. 

Incubators or business accelerators have positioned themselves as players in this space. Their value 

proposition resides in supporting entrepreneurs in ways that will make them better skilled in 

preparation for growth and subsequent investments. EtriLabs is such an actor in the Benin ecosystem. 

In addition to its efforts in ecosystem development focused on skills development, training of young 

people and women to become better entrepreneurs, EtriLabs has also launched a unique accelerator 

program (EtriStars) aiming to make startups investment ready by providing training, mentoring, and 

seed funding. The goal is to address issues that would prevent startups from securing investments and 

to provide seed funding during the acceleration phase so the startups can grow faster and receive 

follow-on financing within 3 to 6 months  after the program. 

After 2 cohorts, some key learnings emerged around investment: 

- Short term loans or debt instruments that EtriLabs is using are proving to be problematic. Many 

founders are reluctant to accept them, those who do have difficulties paying back because of 

cash flow issues that in turn can hurt their growth; convertible notes or equity investment are a 

difficult option for EtriLabs because they require a minimum 3-5 year wait for exit. Given its 

small size (€100,000), EtriLabs’s fund would be depleted in a very short time frame if it were to 

provide equity investments. 

- Follow-on investments are tough to come by in the absence of angel investments. Small 

investment funds have due diligence or revenue requirements that eliminate most of the 

startups from receiving any funding within 1-2 years. Larger investment funds don’t even apply 

because they often don’t invest under the 1 million mark. 

If most investors continue to perceive early-stage startups as unattractive, even after an acceleration 

program, something must be done. 
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Rationale 

The success of SMEs, especially startups, is vital for the aspirations of the Benin economy to reaching 

emerging status. Startups are enterprises with high growth potential, often with young or female 

founders and drivers of new and well-paid jobs. It’s therefore essential to create an ecosystem that 

fosters the creation of these types of businesses but also that nurtures them from young shoots to 

economic powerhouses. However, their potential will stay unfulfilled if their investment needs remain 

unmet. Moreover, entrepreneurial attempts will likely result in failure,  paradoxically driving more 

unemployment and economic uncertainty. 

A startup is not a typical SME. The biggest difference between an SME and a startup lies in their main 

objectives. SMEs are motivated by immediate profitability and long-term stability, while startups focus 

on very fast and sustained growth, domestic, regional and international expansion, and investments 

that outpace revenues in their early stage, in order to take market shares that will increase revenues. 

Therefore, where an SME can show financial statements for at least 3 years, prove profitability or 

present collaterals (equipment or real estate), a much more promising startup would not be able to do 

so. A startup, even at the idea stage, should be able to raise funds. This is occurs when investors 

understand and can evaluate the risks, but also the opportunities, the ability to execute and the 

potential for growth and scalability. 

The Early Stage Enterprise Investment Conference (ESSIC) aims to bring some real hands-on ideas and 

responses to the needs of early-stage enterprises in Benin based on the experience and practices of 

all stakeholders invited. Rather than discussing issues theoretically, it will focus on practical investment 

mechanisms and instruments ready to use. 

Investors, public or private, conventional or non-conventional, can drive transformational growth by 

providing support to SMEs in ways that are innovative and impactful. Moreover, they need to act as 

responsible partners by getting out of their comfort zones. They must bet on SMEs not necessary for 

quick gains, but with a long-term outlook. Such investments would strengthen the economy at large 

and create opportunities never seen before. 

Objectives of the conference 

The ESSIC will bring together 100 stakeholders from the public and private sectors with a 

demonstrated or prospective interest in the issues of early-stage startups investment, business 

development, and overall economic development in Benin or Africa at large. The objectives are: 

- for the government of Benin and corporations (including commercial banks): The conference 

will offer a platform to reflect and come up with concrete ways to become active players in the 

early-stage investment process; 
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- for successful entrepreneurs and/or high net worth individuals (including chambers of 

commerce and other organizations representing business people): The conference will be the 

opportunity to discuss ways to structure and arrive at solutions that will foster the emergence of 

angel investment; 

- for traditional investors (including those not currently serving early-stage startups): The 

conference will allow them to explore ways to provide investment below their usual thresholds 

through proxies to impact the Benin ecosystem and to create a healthy pipeline of enterprises 

for their typical investments in years to come. 

The conference will be aimed at providing concrete new avenues for funding for early-stage 

enterprises by: 

- providing a platform for private sector actors and policymakers in Benin to meet and articulate 

commitments and make pledges to fund new vehicles or mechanisms for investment; 

- creating a Benin Business Angels Network to provide seed funding; 

- providing a platform for small individual investors from Benin or the Diaspora to invest in early-

stage enterprises; 

- providing greater exposure of investable projects in Benin to investors. 

Expected participants 

Below are the participants targeted for the ESSIC. Participants shall be selected following their current 

and potential interest in investment in general, their roles in economic and entrepreneurship 

development in the region, and their potential influence on some key players. These shall include 

representatives of the following entities and groups: 

‣  From Benin 
- Investment Promotion Agencies (APIEx) 

- Key policymakers and selected government representatives 

- Seme City 

- Chambers of Commerce, Business Councils 

- Large corporations 

- Commercial Banks 

- High Net Worth Individuals (HNIs) 

‣  From bilateral and multilateral development institutions  
- World Bank 

- AfDB 
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- USAID 

- DFID 

- UNFPA 

- UNDP 

- AFD 

- OIF 

- GIZ 

- ENABEL 

‣  From embassies: 
- France 

- The Netherlands 

- EU 

- USA 

- Belgium 

- Germany 

‣  From large private foundations: 
- Gates Foundation 

- Hewlett Foundation 

‣  Large and small investment funds: 
- DGGF/Triple Jump Investment 

- SouthBridge 

‣  Expert in Early Stage Investments 
‣  Afric’Innov 
‣  African Business Angels Network (ABAN) 
‣  Business Angel Networks from other African countries 
‣  5 local startups 
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Structure of the conference 

The Conference will be designed to foster interaction, learning and immediate action on concrete 

investment opportunities. To meet its objectives, the ESSIC will include plenary sessions with high-

level speakers from the public and private sectors, as well as parallel sessions around three main topics 

conducive to concrete outcomes. 

The proposed tracks are: 

‣  Sourcing 
The quality and quantity of the startups in the Benin ecosystem are critical in how successful 

investment will become. Whether the focus of investors is on return, strategic fit, or impact, the type of 

startups/SMEs available is important. Deal flow is a result of both the quality and quantity of startups. 

This track will look at ways to improve sourcing including how to fund this improvement. 

‣  Angel investment 
In the absence of structured Business Angel Networks in Benin, this track will focus on how to create 

and equip high net worth individuals with the knowledge, the tools, and support to become involved 

in investing in early-stage startups. This track should lead to the creation of a Benin Business Angels 

Network. 

There is a second category of investors including individuals with smaller amounts ($1000-$10000) to 

invest annually or in a one-time deal. Contrary to Business Angels, they are not active as mentors or 

advisors as a condition of investments. These investors seek a return on investment. This track shall 

look for workable options to involve investors from the African upper middle class and diaspora, learn 

from the failure of crowdfunding platforms and explore new investment avenues. 

‣  New funding mechanisms 
The major investors present in the region don’t invest in early-stage startups. Banking institutions 

aren’t offering loans because of risk factors. Bilateral and multilateral development institutions have 

offered grants but there isn’t a consistent or systemic approach to their efforts. This track will bring all 

these stakeholders together to pool funds together to create new funding mechanisms focused not 

necessarily on traditional ROI, but on rapid impact. A proposed mechanism is an impact fund of $ 10 

million that will provide equity investment to early-stage startups. This would be an Evergreen Fund 

that would have an indefinite life, focused on startups, with an incremental disbursement approach 

and low management fees. This fund would allow a business accelerator such as EtriLabs to have a 

better chance to support good startups, invest the right amount of funding for result (between 

$30-100K) and make them ready for follow-on investments. 
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About EtriLabs 

Founded in 2010, EtriLabs is an innovation ecosystem that nurtures young entrepreneurs and 

promotes excellence in Africa through the use of digital technology for development.  

With offices in Cotonou and Parakou (Benin), and in Dakar (Senegal), EtriLabs' mission is to enable an 

environment favorable to the emergence of a common sense solutions to local and global issues. It 

has expertise in 3 key areas: building innovation ecosystems, developing innovative solutions for 

companies and organizations, and accelerating entrepreneurship through innovation (startups 

incubation and acceleration included). EtriLabs’ flagship initiatives include WHISPA (Women High 

Impact Startup Preparation Academy); EtriStars, a 16-week acceleration program for African startups, 

Sewema, an online and offline e-learning platform, and EtriLabs-VSP, an exchange program that offers 

entrepreneurs the opportunity to immerse themselves for 6 weeks in more advanced ecosystems in 

Africa and around the world. 

EtriLabs also launched in January 2018, an investment fund for startups in its ecosystems. 

www.etrilabs.com 

About APIEx 

Created as a result of structural reforms put in place by the Benin Government to strengthen 

investment, promote exports and improve the overall business environment, the Investment and 

Export Promotion Agency (APIEx) is a government agency with the mission of boosting exports, 

promote Benin as a destination for investments and meet the daily needs of businesses by providing 

business intelligence and access to reliable economic and business data. Under the direct leadership 

of the Office of President of Benin, but with legal, organizational and financial autonomy, the APIEx is 

an integrated and rational tool for the facilitation of trade and investment operations. The agency 

plays the role of interface between the public and private sectors to obtain more efficiency and results 

in response to the development of exports and investments. 

www.apiex.bj  
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