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SIFEM is the Development Finance Institution (DFI) of
Switzerland and a key pillar of Switzerland’s economic
development cooperation. SIFEM promotes long-term,
sustainable and broad-based growth in developing
economies and emerging markets by providing financial
support to commercially viable small, medium and other
fast-growing enterprises. This in turn helps to create
secure and permanent jobs and reduce poverty while also
contributing towards the integration of these countries
into the global economic system.
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CORE PILL AR S OF SIFEM’S MANDATE
SIFEM’s current strategic objectives are defined by the Federal Council for four years
(2014-2017). The set of 27 objectives is based on the following core pillars of SIFEM’s
mandate:
• Investment focus: SIFEM invests primarily in funds managed by financial
intermediaries and in other financial institutions (e.g. banks, leasing companies,
investment funds, guarantee funds, structured credit vehicles), providing access
to capital and know-how to local, growth-oriented businesses;

SIFEM HA S INVESTED
DIREC TLY AND
INDIREC TLY IN 488

COMPANIES IN
72 COUNTRIES.

• Development effects: SIFEM investments aim to produce a specific and verifiable
development impact through the promotion of viable and dynamic SMEs and other
fast-growing companies in the private sectors of the target countries. This entails
first and foremost the creation of lasting and decent work;
• Countries: SIFEM concentrates its activities on the priority countries and regions of
the Swiss development cooperation;
• Leverage: SIFEM seeks to optimise the mobilisation of additional capital for the
target countries and beneficiary companies from private and other institutional
investors. To this end, in accordance with its mandate, SIFEM will bear a portion of
the political or commercial risks and, conversely, will share the risks and returns
from the investments with the private and institutional investors;
• Subsidiarity: SIFEM provides financing which is either unavailable on the market or not
available at reasonable terms and conditions or in sufficient amounts or maturity;
• Complementarity / Additionality: SIFEM will carry out investments that not only fill
a gap in financing but also include tangible value add, particularly in the form of
know-how transfer and technical support for financial intermediaries and companies;

THE SIFEM PORTFOLIO, TOGETHER WITH
ITS CO - FINANCIERS,
HA S SUPPORTED

OVER 466,000
JOBS (SINCE THE

IMPLEMENTATION OF
ITS DEVELOPMENT
EFFEC T MONITORING
SYSTEM IN 2005).

• Sustainability: SIFEM investment activity adheres to the basic principles of financial,
economic, social and environmental sustainability.

Print:
Vögeli Druck, Langnau
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2016 AT A GL ANCE

ADENIA CAPITAL IV
West Africa and Indian Ocean
SIFEM investment:

€ 10 m

COMMODITY VALUE CHAIN SUSTAINABLE
INVESTMENT FUND (CVSCI )
Sub-Saharan Africa
SIFEM investment:

$ 15 m

NEW INVESTMENTS
REGION

INSTRUMENT SPLIT

SECTOR SPLIT

2 Sub-Saharan Africa

5 Private Equity Funds

3 Renewable energy

1 Latin America

3 Debt Funds

2 Multi-sector

3 Asia

1 Direct Loan

2 Financial services

3 Global

1 Agriculture

INTERACT CLIMATE
CHANGE FACILITY ( ICCF )
Global
SIFEM investment:

XACBANK
Mongolia
SIFEM investment (senior loan):

€ 8m

$ 8m

KAIZEN PRIVATE EQUITY II
India, Philippines, Sri Lanka
SIFEM investment:

DARBY LATIN AMERICA
PRIVATE DEBT FUND III
Latin America
SIFEM investment:

$ 10 m

$ 10 m

EVOLUTION II FUND
Sub-Saharan Africa
SIFEM investment:

$ 10 m

488

TOTA L IN V ES TEE
COMPA NIES
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1 Education

$ 91.9 m
TOTA L A MOUNT OF
NE W IN V ES TMENT S

72

COUNTRIES
WITH IN V ES TMENT S

APIS GROWTH FUND I
Nigeria, Ghana, Kenya, Ethiopia, South Africa, Tanzania,
Morocco, India, Indonesia, Pakistan and Sri Lanka
SIFEM investment:

$ 10 m
9

TOTA L NE W
IN V ES TMENT S

6.97%
INTERN A L R ATE
OF RE TURN

RENEWABLE ENERGY
ASIA FUND II
South and Southeast Asia
SIFEM investment:

$ 10 m

$ 46 m
REFLOWS FROM
IN V ES TMENT S
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FOREWORD BY
JEAN - DANIEL GERBER

FOREWORD BY
CL AUDE BARR A S

Dear Reader,

Dear Reader,

Towards the end of 2016, the Swiss Parliament endorsed
the new Dispatch on international cooperation for
2017-2020, which sets the priorities of the different
instruments of Switzerland’s development cooperation for
the next four years. These instruments can be combined
with, complement, and mutually reinforce one another.
As the Swiss development finance institution (DFI), SIFEM
is part and parcel of this set of instruments, with the
objective of promoting sustainable and inclusive economic
growth in developing economies and emerging markets.
Its mandate is to provide access to long-term finance to
local small and medium-sized enterprises (SMEs) and other
fast growing companies with a view to creating more and
better jobs in partner countries. This focus on the creation
of new jobs and on better working conditions through
local financial intermediaries is one of the comparative
advantages of DFIs in general. The investments made by
SIFEM complement other instruments of development
cooperation, such as technical assistance programs financed
by SECO in the field of private sector development.

interview with the head of Environmental, Social and
Governance standards (ESG) at Obviam, the investment
advisor of SIFEM. The Board of SIFEM hopes that these
views will shed some additional light on the development
role of SIFEM’s investments and usefully complement the
two specific case studies presented in the last section of
this Report.
The Board of SIFEM is grateful to the Swiss Government
for its constant support and looks forward to continuing
this constructive relationship, working together to
meet the challenge of growing SIFEM’s capital base in line
with the imperatives of portfolio diversification as well as
of maximizing development impact. In this respect, the
Board of SIFEM wishes to thank Obviam for the efficient
and successful implementation of SIFEM’s strategy and
investment projects and looks forward to continuing
the constructive and fruitful relationship over the coming
years.

Yours faithfully,
In supporting SIFEM, the Swiss Government puts clear
emphasis on the importance of having complementary yet
coherent instruments at its disposal, with a view to
responding to the challenges facing developing countries
in an efficient manner. It is also a strong message regarding
the role of the private sector in improving local economic
prospects. At the end of the day, securing decent job
opportunities in partner countries remains the surest
pathway to end poverty and provide alternatives to
migration.
This year’s Report on Operations includes an interview with
Thomas Breu, Director of the Centre for Development and
Environment (CDE) at the University of Bern, who has
kindly agreed to share his views on the complementarity
among development cooperation instruments. One of the
highlights of Professor Breu’s comments is the importance
of being a “responsible investor” in order to foster the
development agenda of the Sustainable Development Goals
of the United Nations. Against this background, this Report
also provides an opportunity to take a closer look at how
SIFEM is dealing with responsible investment, with an
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Jean-Daniel Gerber
Chairman of the Board of SIFEM

To say that 2016 was a year full of surprises is an
understatement. A number of uncertainties have emerged
at the global level, particularly in Europe and in the United
States, which are likely to affect developing economies and
emerging markets in the future. Meanwhile, the economic
situation of most developing economies and emerging
markets stabilized somewhat in 2016, but this context
remains volatile amid sizable regional differences. In this
increasingly complex and challenging environment, SIFEM
has been able to continue to expand its investment
portfolio and has generated solid financial results as
well as strong development effects.
I am particularly pleased to report that SIFEM posted a
net profit of CHF 7.7 million in 2016 and more importantly,
for the second year in a row, a positive operational result
of CHF 5.9 million. Both the equity and debt portfolios
have contributed to the very good financial performance of
SIFEM. This also validated the decision taken by the Board
in 2014 to accelerate the diversification of the portfolio and
to conduct hedging operations in order to reduce adverse
exchange rate effects.
In terms of new investments carried out in 2016, SIFEM
fulfilled the objective set by the Board, with commitments
of a total of USD 91.9 million over nine new projects, with
this amount split almost equally between debt and equity
investments. These projects are located across a wide range
of developing economies and emerging markets, and are
well diversified across sectors with a particular emphasis on
increasing SIFEM’s exposure in least developed countries
(LDCs) as well as in clean and renewable energy projects.
Almost 60 per cent of the volume of new investments
have been committed to funds active in LDCs, particularly
in Sub-Saharan Africa, while 30 per cent of the number
of new projects approved in 2016 focus on the environmental
sector. For example, SIFEM invested in an innovative fund
providing trade finance solutions to agricultural value chains
in Sub-Saharan Africa, a typical bottleneck hampering
exports from African countries. Other investments in Africa
include funds targeting clean and renewable energy,
financial services, and growth capital for SMEs. In Latin
America, SIFEM invested in a fund providing long-term debt
financing to SMEs with a focus on job creation, which

remains a daunting challenge across the region. In Asia,
SIFEM invested in a fund financing access to quality
education services and in a microfinance bank providing
financing to micro, small and medium-sized companies.
SIFEM’s latest development impact report shed further
light on how SIFEM’s investments generate positive and
measurable development effects on the ground. One of the
critical contributions of development finance institutions
with respect to global development challenges is to support
more and better jobs, thereby contributing to inclusive
growth in developing countries. The projects supported by
SIFEM have created and sustained more than 466,000 jobs
in developing economies and emerging markets since 2005.
In addition, nearly all investee companies supported by
SIFEM’s investments provide training and skills development
opportunities to their employees. All SIFEM investments
also require compliance with best-practice environmental
and social standards such as occupational health and
safety standards, which contribute to the improvement of
working conditions in private sector companies. All these
aspects matter for the creation of sustainable economic
opportunities in the countries in which SIFEM operates.
I encourage our readers to consult the various case studies
found on the SIFEM website (www.sifem.ch), which
capture more comprehensively the development effects
of SIFEM’s investments.

I would like to express my gratitude to the Swiss
Government, and SECO in particular, for the continuous
support we receive in order to fulfil our mandate. I also
warmly thank the SIFEM Board for its constructive
contributions and meaningful guidance throughout
the year.
Sincerely yours,

Claude Barras
CEO of Obviam, the investment manager of SIFEM
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HOW WE WORK
INVESTMENT C YCLE

1. SELECTION OF INVESTMENTS
The investment team reviews all investment applications,
but also seeks out interesting investment opportunities
proactively. The team investigates whether a potential
investment in a fund or in a financial institution will satisfy
SIFEM’s strategic ovjectives and investment guidelines.

SIFEM

The Obviam investment team works on the basis
of a specific investment cycle. Fund investments
have a cycle of about ten years.

FUND

6. EXIT AND REINVESTMENT
After a period of several years, when the portfolio companies
have grown sufficiently to become financially self-sustaining,
the investment company or fund begins to divest. The
normal exit is to sell its shareholdings to private investors;
alternatively, the investee companies have the option of
refinancing their operations independently in the capital
market. SIFEM receives back its original investment together
with a return. This money is available to be reinvested.
Once all the investments have been exited, the fund is closed.

SIFEM

2. SCREENING AND DUE DILIGENCE

FUND
FUND

Investment strategy
Business plan
Environmental, social
and governance guidelines
Development effects

5. MONITORING
The Obviam investment team remains in continued contact
with the investment company or the financial institution in
which SIFEM has invested. The investment manager receives
regular report and, exchanges perspectives with local managers,
including through regular on-site visits. Each year, SIFEM
investigates and analyzes the development effects that have
taken place, for example the number of jobs created or the
amount of tax revenue generated by the investee companies.

FUND
SIFEM

4. INVESTMENT PHA SE

3. INVESTMENT DECISION AND SIGNING
OF CONTR ACT

The investment company or fund then will seek out small and
medium sized enterprises in which to invest. The local fund managers
will support and advise the SMEs, for example with respect to the
introduction of new production technologies and their compliance
with environmental and social guidelines. The company is able
to grow due to the investment capital and thereby to create jobs.

The SIFEM Investment Committee makes the final
decision concerning the investment. If a green light is
given, contracts are negotiated and signed.

INSTRUMENTS

COUNTRIES

SEC TORS

SIFEM invests its money in local, regional or global
funds. These funds in turn select local small and medium
sized and other fast-growing companies, and encourage
their growth with financial support and experienced advice.
As a general rule, SIFEM invests between CHF 5-15 million
in funds, which in turn make investments in between
eight and twelve local enterprises. Alternatively, direct
investments can be made in local financial institutions,
banks, leasing companies, microfinance institutions, or
other companies.

SIFEM invests in developing economies and emerging
markets, i.e., countries whose Gross National Income (GNI)
per capita is below a set threshold (USD 7,025 as of 2016), as
defined by the World Bank. The partner countries of Swiss
development cooperation are given priority: at least 60
per cent of SIFEM‘s investment volume in any given year
must be allocated to these priority countries.

SIFEM invests primarily in sectors
that are of particular importance
to the economic development
of the partner countries: these
include manufacturing, logistics,
communication, infrastructure,
renewable electricity generation,
healthcare, food processing and
education.
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After initial evaluation of the investment
proposal, the team seeks concept approval from
the Investment Committee. The investment
appraisal phase then begins. The investment
manager travels to the investment location,
undertakes a thorough assessment of the
investment company or financial institution
and their team, and examines the proposed
investment strategy and business plan.
Furthermore, the investment manager checks
environmental, social, and governance
guideline compliance and seeks to ascertain
the expected development effects.

SME DEVELOPMENT EDUCATION

FINANCIAL SERVICE

MANUFACTURING

HEALTHCARE

INFRASTRUCTURE

CLEAN ENERGY

MULTI SECTOR

AGRICULTURE
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PORTFOLIO OVERVIEW
GEOGR APHY1

FIN A NCIA L HIG H LIG HT S
INSTRUMENT 1

Africa 28 %

Microfinance 3 %

Asia 34 %

Other Financial Intermediaries 11 %

Central and Eastern
Europe (CEE) &
Countries of
independent states
(CIS) 8 %

Current Income Funds 18 %

2015

OPERATIONAL HIGHLIGHTS 		 IN USD M

Growth Capital Funds 64 %

COMMITMENTS AND CASH FLOWS

Infrastructure Funds 4 %

Total commitments made to date

793.1

707.9

Total active commitments

687.5

605.1

Uncalled commitments

203.9

189.4

Cumulative paid-in capital to date

610.3

534.0

Cumulative reflows received to date

443.0

397.0

Cumulative net cash flow to date

-167.3

-137.0

New investment commitments

91.9

81.2

Reflows from investments

46.0

42.5

Global 12 %
Latin America 18 %

L ARGEST COUNTRY EXPOSURE
BY INVESTED C APITAL 2

2016

L ARGEST COUNTRY EXPOSURES
BY NUMBER OF COMPANIES2

India 15 %

India, 35

Nicaragua 11 %

Vietnam, 35

Vietnam 11 %

South Africa, 29

South Africa 10 %

Tunisia, 21

China 10 %

Peru, 21

Tunisia 9 %

China, 19

Cambodia 9 %

Morocco, 19

Mongolia 9 %

Nigeria, 17

Azerbaijan 8%

Nicaragua, 14

Sri Lanka 8%

Kenya, 14

SIFEM ended the year 2016
with positive financial results.
In accordance with accounting
under IFRS standards, SIFEM
realised a net operating profit
of CHF 5.9 million. A gain on
investment activities of
CHF 12.4 million more than

offset the operating expenses
INVESTMENT PORTFOLIO VALUATION		
of CHF 6.5 million, leaving
Residual value
335.6
293.7
SIFEM with an operating
Internal Rate of Return (%)
6.97%
7.27%
profit margin of close to
Total Value over Paid-In (%)
128%
129%
50 per cent.
		
PRIVATE FINANCE MOBILISED
Total private investor commitments advised by Obviam
New co-investments from private investors

116.0

103.5

20.0

11.9

FINANCIAL STATEMENT HIGHLIGHTS		 IN CHF M
ANNUAL RESULTS		
Investment profit (loss)
Operating result
Total comprehensive income

INVESTED C APITAL EXPOSURE
PER SECTOR 2

S U M M A RY O F 2016
FI N A N CI A L R E S U LT S

12.4

6.3

5.9

0.6

12.0

3.6

		
BALANCE SHEET		

Manufacturing 18 %

Balance sheet total

622.3

581.5

Cash and cash equivalents

248.4

253.3

41.1

63.7

Cash available for new investments

Transport, storage and communications 10 %
Business activities and services 8 %
Financial intermediation 36 %
Wholesale and retail sale 3 %
Agriculture, fishing, hunting and forestry 5 %

Financial assets

341.1

293.8

Long-term liabilities

364.6

361.0

Shareholder‘s equity

228.0

193.0

Equity ratio (%)

36.6%

33.2%

Electricity, gas and water supply 9 %
Construction 1 %
Operational highlights are presented in USD, the functional base currency in which SIFEM’s accounts are held.

Hotels, restaurants and catering 3 %

The Financial Statements are translated into the presentation currency CHF for reporting purposes. Annual

Health, social, education and recreational 7 %

result and balance sheet figures per IFRS account; investment portfolio valuation based on rolled-forward data

Mining and quarrying <1 %

as of 30 September 2016.

Data as of 31 December, 2016,
measured by active commitments
2
Data as of 30 June, 2016
1
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SIFEM BOARD MEMBERS

CORPOR ATE GOVERNANCE
1

2

3

4

5

6

7

SIFEM’s role as the Swiss Development Finance Institution (DFI) is legally anchored
in the following two ordinances of the Swiss Federal Council: Ordinance on
international development co-operation and humanitarian aid of 12 December 1977
and Ordinance on co-operation with Eastern European countries of 6 May 1992.

SWISS CONFEDERATION
PARLIAMENT
SECO
FEDERAL COUNCIL

SIFEM

OBVIAM

BOARD
SECRETARY

INVESTMENT
COMMITTEE

BOARD

AUDIT
COMMITTEE

CEO

INVESTMENT
TEAM

FINANCE &
ADMINISTRATION

Business Management Agreement
Portfolio Management Agreement

SWISS CONFEDERATION
SIFEM AG is a private limited company,
the shares of which are 100 per cent
owned by the Swiss Confederation.
The shareholder rights are exercised by
the Federal Council. It defines SIFEM’s
strategic objectives for a four-year
period. Acting on behalf of the Swiss
Government, the State Secretariat for
Economic Affairs (SECO) is responsible
for the control and oversight of SIFEM.
SECO conducts regular controlling and
portfolio review meetings with the
SIFEM Board and Obviam. An oversight
concept and supervisory framework
ensure that SIFEM is investing in line
with its remit.
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SIFEM
The Board of SIFEM is responsible
for investment decisions and other
executive management tasks. As per its
Organisational Regulations, the Board
has delegated certain responsibilities
to two committees: the Investment
Committee and the Audit Committee.
Investment and divestment decisions
are delegated to the Investment
Committee. The Audit Committee
validates valuations of SIFEM
investments, reviews SIFEM’s financial
accounts and related matters, and
liaises with the auditor. SIFEM does
not have any employees beside the
part-time Board secretary.

OBVIAM
The management of SIFEM’s investment
portfolio and its day-to-day operations
have been delegated to Obviam,
an independent company established
specifically for this purpose. This
facilitates the raising of third-party
capital by Obviam, thus fulfilling
SIFEM’s objective of mobilising private
investments into target countries,
while shielding SIFEM and the Swiss
Government from liability risks.

1 JE A N - DA NIEL G ERBER
Chairman of the Board, Chairman of the
Investment Committee, since 2011
Jean-Daniel Gerber was Director of the
State Secretariat for Economic Affairs
(SECO) until he retired in 2011. During
his career in the service of the Swiss
Government, Jean-Daniel Gerber has been
active in various areas of responsibility: in
the trade sector as Swiss representative
in the World Trade Organisation (WTO); in
the field of development cooperation as
Chief of Section for Developing Countries
in the former Federal Office for Foreign
Economic Affairs; in diplomacy as Minister
and Head of the Economic, Financial
and Commercial Office of the Swiss
Embassy in Washington; at the World
Bank as Executive Director and Dean of
the Executive Directors of the World Bank
Group (1996/97); and as Director of the
Federal Office for Migration (1998-2004).
Jean-Daniel Gerber currently also sits on
the Board of Lonza Group and is President
of Swiss Sustainable Finance (SSF) and
the Swiss Society on Public Good.
2 G EOFF BURNS
Member of the Investment Committee,
Member of the Audit Committee,
since 2014
Geoff Burns has over 30 years of
experience in private equity. He has his
own private equity advisory business
specifically to address the challenges
facing Development Finance Institutions
(DFIs) in this sector. He has provided
advice on all aspects of investing to
a number of bi-and multilateral DFIs,
including the Asian Development Bank,
FMO, CDC, Norfund, among others.

3 SUSA NNE G ROSSM A NN
Vice-Chairman of the Board, since 2014,
Member of the Investment Committee,
since 2011
Susanne Grossmann was a Managing
Partner at BTS Investment Advisors,
a private equity fund advisor for
investments in non-listed Indian
small- and mid-sized companies, until
2014. Besides her involvement in private
equity Mrs. Grossmann also managed the
social engagement of the BTS Group in
India. Susanne Grossmann has been active
in private sector finance in developing
economies and emerging markets since
1999. Since 2014, she advises the
SECO Start-Up Fund.
4 JULIA BA L A NDIN A JAQUIER
Member of the Investment Committee,
since 2011, Chair of the Audit Committee,
since 2014
Dr. Julia Balandina Jaquier has over
20 years of investment and strategic
consulting experience, acquired at AIG
Global Investment Group, ABB Financial
Services, and McKinsey. For the past 12
years, her work has focused on impact
investing, and, as the founder of an
independent investment consultancy,
Julia Balandina Jaquier has advised
major private, institutional, and
sovereign investors on the design and
implementation of impact investment
strategies and funds. She lectures at
St. Gallen University and is the author
of two books.

5 MICHEL JU V E T
Member of the Board, since 2011
Michel Juvet is a partner and member
of the Executive Board of Bordier & Cie,
a Geneva-based private bank. He is also
President of the Board of Directors of
BO Funds, a Luxembourg Investment
Company and President of the ISFB
(Institute for Studies in Finance &
Banking, Geneva).
6 K ATHRY N IMBODEN
Member of the Investment Committee,
since 2014
Kathryn Imboden is a Policy Advisor for
the Consultative Group to Assist the Poor
(CGAP), a research and policy platform on
financial inclusion housed at the World
Bank. Following nearly twenty years
with the Swiss Agency for Development
and Cooperation (SDC), she worked for
Women’s World Banking, the United
Nations Capital Development Fund and
the Aga Khan Foundation, before joining
CGAP in 2007.
7 JÜRG KRUMMEN ACHER
Member of the Board, since 2016
Jürg Krummenacher has been a Professor
at the Lucerne University of Applied
Sciences and Arts since 2009. From 1991
to 2008, he was Executive Director of
Caritas Switzerland. Before 1991, he was
Professor of Psychology and Director of
the Lucerne College for Social Work. For
many years, Jürg Krummenacher was a
member of the Executive Committee of
Caritas Internationalis, of Alliance Sud,
and of the Swiss Solidarity foundation.
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EX TERNAL VIEW
THE COMPLEMENTARY ROLE OF
DEVELOPMENT FINANCE INSTITUTIONS
INTERVIE W WITH THOMA S BREU, DIREC TOR OF THE CENTRE FOR
DE VELOPMENT AND ENVIRONMENT (CDE ) AT THE UNIVERSIT Y
OF BERN

Investments made by SIFEM – primarily
into local investment funds and financial
institutions that target SME development –
are complementary to other instruments
of Switzerland’s development cooperation
initiatives including the economic and
trade measures deployed by SECO. Indeed,
SECO essentially finances technical
assistance and capacity-building programs
geared towards strengthening the private
sector, but also public institutions and
services (focusing on sound macroeconomic
management). This includes reforming
the business climate of partner countries,
fostering entrepreneurship and the
implementation of core labour standards,
strengthening the trade competitiveness
and export readiness of local SMEs, and
supporting a more efficient use of natural
resources in urban development, energy
supply and private businesses.
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OBVIAM: WHAT CONTRIBUTION SHOULD THE PRIVATE SEC TOR
IN DE VELOPED ( E.G. SWIT ZERL AND) AND DE VELOPING
COUNTRIES MAKE TOWARDS THE AT TAINMENT OF THE GLOBAL
SUSTAINABLE DE VELOPMENT GOAL S ( SDGS )?
T. Breu: When it comes to the attainment of the 17 SDGs, the private
sector clearly plays a vital role. By and large, foreign direct investments
far exceed the current annual global official development assistance
figure of USD 135 billion, and therefore provide crucial resources to the
financial needs for implementing the SDGs which is estimated cost
up to 3-5 trillion US dollars. If made correctly, these investments can
strengthen local economies and create both income and jobs. The
question is not so much whether there are sufficient investment
opportunities in developing countries, but rather how private sector
financing can target SDG-relevant priorities to achieve sustainable
growth. To further strengthen the positive effects in the target countries
beyond the initial investment, it is crucial to ensure that profits of
corporations are properly taxed in the respective target countries
of investment. In that particular area, the private sector has a clear
obligation to meet legitimate public and political expectations.

OBVIAM: WHAT ROLE SHOULD BE PL AYED BY DE VELOPMENT
FINANCE INSTITUTIONS SUCH A S SIFEM WHICH SUPPORT
THE PRIVATE SEC TOR IN THE DE VELOPING COUNTRIES WITH
PUBLIC FUNDS?
T. Breu: The role of SIFEM in promoting private sector development
is regarded as an important and efficient building block of
development cooperation by all relevant development stakeholders
including the public, NGOs, the private economy, and the academic
community. However, the development role of SIFEM’s investments
largely depends on the monitoring of clearly defined and measurable
development effects. As a matter of principle, such private sector
investments must be guided by the needs of the developing country’s
population and must adhere to strict environmental, social, and
governance standards. Such investments should also lead to economic
diversification to create new jobs and reduce income disparity. In this
respect, fostering better economic and social inclusion should be
part of value-add of a development institution such as SIFEM. Having
a responsible investment approach is therefore a precondition for
contributing to sustainable development for the long term.

OBVIAM: HOW DO YOU PERCEIVE THE DIVISION OF L ABOUR AND
THE COMPLEMENTARIT Y BET WEEN OFFICIAL DE VELOPMENT
COOPER ATION ( SDC, SECO) AND THE PRIVATE SEC TOR?
T. Breu: For the poorest developing countries – especially those situated
in conflict areas– experts agree that conventional public development
cooperation is indispensable and will remain a crucial factor in the
future. It is understandable that private investors are particularly reluctant
to be active in these very risky areas. However, in politically stable
developing countries, the situation is different and it is important that
private sector investments take place. Simultaneous investments by the
private sector in addition to relevant official development assistance
projects has been shown to have a considerable leverage effect on
achieving sustainable economic growth. This strengthens the relevance
of having different actors using different instruments in the field of
development cooperation initiatives, using innovative ideas such as
“blended finance”, that is, blending grant funding and private funding to
mitigate investment risks and help scaling up private investments in
sectors of relevance for the SDGs. Although the benefits of such
public-private partnership (PPP) projects are high, it is important to
also be aware of the risks involved. PPPs are often rather complex
and costly. There is a chance that the public sector will bear a
disproportionate amount of the investment risk on its own, which at
worst could be equivalent to subsidizing private enterprises. This being
said, it is important that the public sector be subsidiary to private
investors: the role of the public sector should be to crowd in further
investments. While doing so, risks must be shared to create the
appropriate level of incentives for everyone.

OBVIAM: TR ADITIONAL DE VELOPMENT COOPER ATION
PROJEC TS, WHICH ARE FINANCED BY GR ANTS, ARE
COMPLEMENTARY TO THE INVESTMENT APPROACH
ADOPTED BY SIFEM, WHICH EXPEC TS TO ACHIE VE BOTH
A DE VELOPMENT IMPAC T AND A FINANCIAL RETURN.
WHICH APPROACH MAKES MORE SENSE WHEN THE AIM IS
FOR SMES TO BE ABLE TO CRE ATE JOBS IN DE VELOPING
COUNTRIES?
T. Breu: I see no fundamental contradiction between the two
development approaches. If they are correctly designed and
coordinated, they constitute an ideal combination and are even
interdependent. In short, traditional development cooperation
projects tend to improve the business environment and encourage
sustainable business practices. Improvements in the political and
legal framework, increased efficiency of public administration, and
strengthening of financial sector regulation and supervision are
classic focus areas for development cooperation. Clearly, improved
conditions for private economic activity and the establishment of
properly functioning markets must be major concerns for all
governments. Investment approaches – such as that followed by
SIFEM – provide long term and affordable financing to assist the
growth of promising local enterprises using a market approach, albeit
with a higher risk tolerance. Making investments without expecting
financial returns would send the wrong signal to market players
and create unnecessary market distortions.

THOMAS BREU
is Professor and Director of the Centre for
Development and Environment (CDE) at the
University of Bern and Executive Director of
the North-South Graduate School (IGS). He
studied geography and economics and has
more than 20 years of experience in research
and field experience in developing countries
with the focus on South East Asia, East Africa,
and Central Asia. In this context, he was
Chief Technical Adviser to the Mekong River
Commission and the Governments of the
Riparian States of the Mekong in the area of
land and water use planning from 1997 to
2001. He represented Swiss science in
the official Swiss delegation to the UN
Conference on “Financing for Development”
in Addis Ababa in July 2015.

Report on Operations SIFEM 2016 17

INVESTING RESPONSIBLY
INTERVIE W WITH SARITA BARTLET T,
HE AD OF ESG, OBVIAM

SIFEM invests only in funds and
financial institutions that uphold high
standards in environmental, social and
corporate governance (ESG) and that
also oblige their portfolio companies to
uphold these standards. When SIFEM
analyses investment opportunities, its
investigations into the compliance and
improvement of ESG standards carry a
lot of weight. During the investment
term, the fund manager is obliged to
monitor closely all portfolio companies,
report any incidents and submit an ESG
report every year. Since 2016, Sarita
Bartlett is head of ESG at Obviam, the
investment advisor of SIFEM.
W HAT IS RESPONSIBLE IN V ES TMENT?
Responsible investment is an approach to investing
that aims to incorporate environmental, social and
governance (ESG) factors into investment decisions,
to better manage risk and generate sustainable,
long-term returns. ESG encompasses a wide range of
issues, and many of these issues are dynamic. They
include:
Environmental (E) and Social (S)
• Labour and Working Conditions, including 		
Occupational Health and Safety
• Ressource Efficieny and Pollution Prevention
• Community, Health and Safety
• Land Acquisition and Involuntary
Ressettlement
• Biodiversity Conservation and Sustainable
Management of Living Natural Resources
• Indigenous Peoples
• Cultural Heritage
Business Integrity and Corporate Governance (G)
• The integrity of the entity and the individuals
and entities associated with it: bribery,
corruption, and money laundering
• Commitment to Corporate Governance
• Structure and Functioning of the board of
directors
• Control Environment and Processes
• Transparency and Disclosure
• Rights of Minority Shareholders
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OBVIAM: HOW DOES OBVIAM MAKE SURE THAT THE FUNDS
AND THEIR UNDERLYING INVESTEES COMPLY WITH SIFEM’S
ENVIRONMENTAL, SOCIAL AND GOVERNANCE REQUIREMENTS?
S. Bartlett: Since SIFEM primarily invests in funds, and does not invest
directly in private companies, we must become well acquainted with
fund managers before investment decisions are made. We need to
assess the backgrounds of key fund team members, their qualifications,
experience, and their reputations. We need to be confident that the fund
managers will successfully execute their mandates, and we want to
avoid any association with individuals with dubious reputations. This
assessment also includes being assured that fund managers are well
equipped to uphold our ESG requirements when they invest on our
behalf into companies. Our expectations are clearly communicated to
ensure that there is management buy-in and that ESG terms are contractually binding. These requirements are comprehensive and reflect
international best practices. In particular, we need to make sure that
funds do not invest in companies that are involved in activities or
businesses on SIFEM’s Exclusion List (e.g., child labour, weapons and
munitions, and the destruction of High Conservation Value Areas).
Funds should invest only in companies that have high business
integrity standards and are in compliance with all applicable local laws
and regulations, and which uphold the ILO Core Conventions. Funds
should also invest only in companies that work over reasonable time
periods to uphold the International Finance Corporation’s (IFC’s)
Performance Standards and Environment, Health and Safety (EHS)
Guidelines. In addition, we require that fund managers use the Corporate
Governance Development Framework to work with their companies
to improve these companies’ corporate governance. To ensure that fund
managers fulfil these requirements, they must develop and implement
programs dealing with Anti-Money Laundering (AML) and “Know
your Customer” (KYC), as well as specific management systems
on environmental and social issues, before they make their first
investment. Fund managers must also appoint qualified AML/KYC
and Environmental and Social Officers.
Obviam actively supports its fund managers in meeting, or exceeding
these requirements. We can seek technical assistance from consultants
to assist fund managers in developing their AML/KYC Programs and
management systems, provide training and/or support to address more
specialized or complex issues. I can also provide support and feedback
to fund managers and play a more active role in assisting fund
managers, if needed.
When fund managers contemplate an investment in a company, they
must, in turn, assess the AML/KYC and ESG-related risks (including the
reputational risks), as well as the opportunities associated with the
company as part of their due diligences. And they must also assess
whether they have the capacity and competencies needed to manage
these ESG risks. This is especially important when considering
investments in high-risk companies. Examples of these types
of companies include those in the extractive industries, infrastructure
(renewable energy, waste management, pipelines, roads, harbours, etc.),
heavy industry, or large-scale agriculture and forestry. We also expect

that our fund managers stress the importance of ESG to companies’
management and ensure that appropriate AML/KYC and ESG
requirements have been included in legal agreements.
OBVIAM: DO YOU CHECK THE COMPLIANCE OF ALL THE
INVESTMENTS WITH ESG GUIDELINES?
S. Bartlett: Our focal point is the fund managers. We now require that
all new funds submit their first three environmental and social due
diligences of companies for our review in advance of their final
investment decisions. We have the same requirement for all high
environmental and social risk investments. We need to make sure that
the fund managers address ESG and reputation risks. In addition, we
require that fund managers provide us with immediate notification
when serious incidents occur. This notification triggers follow up with
the fund manager and often the portfolio company. In the absence of
serious incidents and other pending issues, we receive Annual ESG
Reports from all of our fund managers. These reports are based, in part,
on information received from their investees. We review these reports
and provide feedback to the fund managers. We periodically visit funds
and their investees to follow up and validate the reported information.
OBVIAM: WHAT AC TION DO YOU TAKE WHEN YOU RE ALIZE
AF TER THE INVESTMENT THAT THE FUND MANAGER IS NOT
COMPLYING WITH SIFEM’S ESG REQUIREMENTS?
S. Bartlett: It is a fact that some of these fund managers have challenging
mandates, and serious incidents may at times occur in the funds and
in their portfolio companies. In such cases, we draft an Environmental
and Social Action Plan or Corporate Governance Action Plan together
with fund managers. These action plans contain lists of remediation
items and activities, responsibilities, estimated costs, and deadlines for
completion. Similarly, when fund managers have portfolio companies
that are non-compliant, they are also required to draft specific action
plans with these companies. In general, such action plans are completed
on time, and compliance is ensured. Actually, in a significant number
of cases, those funds and portfolio companies often end up going
above and beyond compliance.
OBVIAM: C AN YOU DESCRIBE CHALLENGES AT THE PORTFOLIO
LE VEL?
S. Bartlett: Many of our fund managers invest in family-owned
companies. Prior to these funds’ investments, these companies may
not have had formal boards of directors. Rather, decisions were made
by family members, often around dinner tables. While these companies
are run by highly capable individuals who are deeply committed to
growing their companies, they usually need to professionalise their
corporate governance. These changes can be challenging. For
example, developing succession plans can also lead to uncomfortable
conversations, or even conflicts, among family members, and families
may be sensitive about allowing “outsiders” on their boards. On the
environmental and social standards side, small and medium-sized
family-owned companies may not have previously been exposed
to international environmental and social standards, and may not
immediately see either the need for or the benefit of adhering to more
stringent standards than local regulations require. As a consequence,
it is crucial that fund managers highlight the benefits of making all
these changes and securing the companies’ buy-in. Linking the ESG
requirements and performance to enhancing the companies’ financial
performance is a valuable tool. For example, some fund managers
work with companies to meet environmental and social requirements
and obtain international certifications (e.g., the ISO 9000 and ISO
14000 standards). Not only can these certifications reduce the
companies’ environmental and social impacts, but they can help
to gain access to larger companies’ supply chains, increase their
competitiveness, and often increase revenues.

SARITA BARTLET T
She became interested in responsible
investing more than twenty years ago when
she sought to combine her background in
economics and finance with her passion for
the environment, social and human rights
issues. Her work includes using systematic
approaches to identifying, mitigating
and managing ESG risks and associated
reputational risks, as well as identifying and
promoting ESG-related opportunities. Prior
to joining Obviam, she held a similar position
at the state-owned Norwegian Investment
Fund for Developing Countries (Norfund).
She previously developed and managed
Storebrand Investments’ pioneering social
responsible investments. She has also
previously headed KPMG’s Sustainable
Advisory Services in Norway and has held
board and advisory positions in corporates,
financial institutions, and non-profit
organisations.
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INVESTMENTS
& C ASE STUDIES
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ADENIA C APITAL IV

NEW INVESTMENTS

APIS GROW TH FUND I

Private Equity Fund
size: USD 250 m
SIFEM investment: USD 10 m

Sector: Financial Services
Countries: Nigeria, Ghana, Kenya, Ethiopia, South Africa, Tanzania, Morocco,
India, Indonesia, Pakistan and Sri Lanka
Impact: Access to financial services are the backbone of the economic growth
in most emerging countries. In particular in Sub-Saharan Africa and Asia, new
financial technologies and deeper penetration of mobile devices provide leapfrogging
opportunities that are revolutionizing the financial services industry. Apis Growth
Fund I aims at building a more efficient and affordable financial infrastructure
and at fostering financial inclusion of underserved micro, small and mediums-sized
enterprises, or financially excluded low-income populations.

Private Equity Fund,
size: EUR 200 m
SIFEM investment: EUR 10 m

INTER ACT CLIMATE CHANGE FACILIT Y ( ICCF )

Debt Fund
SIFEM investment: EUR 8m

K AIZEN PRIVATE EQUIT Y II

Private Equity Fund
size: USD 125m
SIFEM investment: USD 10 m

Sector: Education
Countries: India, Philippines, Sri Lanka
Impact: The fund is expecting to invest in companies across two broad sub sets of
the education space: (i) education delivery: education businesses such as primary
and secondary schools, preschools, higher educational institutes, vocational
training and tutoring companies. (ii) education enablement: companies that
enable the delivery of education and learning through the use of new technologies
or services. They will strive to provide solutions that enable greater access to
education and improve quality and delivery. Examples include online test
preparation companies, e-learning/mobile learning companies, school management
solutions and learning management solutions.

Private Debt Fund
size: USD 250 m
SIFEM investment USD 10 m

Debt Fund
size: USD 20m
SIFEM investment: USD 15m

Commercial Bank
SIFEM investment: USD 8m senior loan
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Sector: Agriculture
Countries: Sub-Saharan Africa
Impact: The fund brings smart liquidity to a highly important sector of Sub-Saharan
Africa’s economy which is often neglected by local banks. CVSCI effectively takes
on a role of arranger of trade, thus connecting producers, importers/exporters and
consumers of soft commodities. The Fund has strong development effects. CVCSI
finances mostly small, medium and mid-market companies involved in agriculture and
food production, which are noted for being risky, but also highly employmentgenerating, as well as contributing to food security and commodity pricing stability.

RENEWABLE ENERGY A SIA FUND II

Private Equity Fund
size: USD 250 m
SIFEM investment: USD 10 m

X ACBANK
Sector: small and medium-sized enterprise financing
Country: Mongolia
Impact: The Bank plays an important role in promoting access to finance in the
country, including in rural areas, which still face broad income inequality and
scarce sources of funding. By providing long-term debt, a scarce type of financing
to XacBank, SIFEM will contribute to financial sector development in Mongolia,
given XacBank’s importance in the local banking sector and its willingness to
continue disseminating best-practices in the country. The loan will create more
favourable conditions for the Bank to extend long-term loans to MSME clients, a
type of funding that is most needed in the country.

Sector: Renewable energy
Countries: global
Impact: The goal of the Interact Climate Change Facility is to provide a common
financing platform for European development finance institutions (EDFI) members
to promote clean energy and renewable energy projects in developing countries
with a particular focus on CO2 offsetting projects. Given the nature of clean energy
projects there is a real need for long-term financing. ICCF provides long-term
senior and subordinated loans and guarantees to climate-friendly projects and/or
companies in the private sector.

COMMODIT Y VALUE CHAIN SUSTAINABLE
INVESTMENT FUND (C VSCI )

DARBY L ATIN AMERIC A PRIVATE DEBT FUND III
Sector: Multi sector
Countries: Latin America
Impact: The main objectives of this fund are to foster economic growth by supporting sustainable job creation and filling the gap for long-term debt finance in Latin
America. By investing in fast-growing companies that increase their labour force,
Darby Latin America Private Debt Fund III will help address the job challenge.
Private companies continue to face considerable barriers to access finance,
especially for long-term debt finance, which dampens their ability to grow. Darby
aims to address this problem by providing companies with long-term senior loans.

Sector: Multi sector
Countries: West Africa and Indian Ocean
Impact: The fund’s main objectives are to foster economic growth, support
sustainable job creation and promote the integration of target countries into the
world economy. By providing long-term investment capital and value add services
to its investees, the fund will contribute to the expansion of the private sector.
The fund will also actively contribute to the international competitiveness of SMEs
in the target countries, and will also implement environmental, social and
governance standards.

Sector: Renewable energy
Countries: South & Southeast Asia
Impact: The fund is expected to make a significant contribution to the economic
development of its target countries by increasing the domestic power supply while
reducing risk of dependence on fossil fuel imports. Moreover, with its in-house
project development and management team, the fund will directly contribute to
the professionalization of its portfolio projects, and thereby support the diffusion
of best practices in the renewable energy sector in developing countries.

E VOLUTION II FUND

Private Equity Fund
size: USD 250m
SIFEM investment: USD 10 m

Sector: Renewable energy
Countries: Sub-Saharan Africa
Impact: Energy is scarce across Sub-Saharan Africa, and energy that is produced
sustainably is even scarcer. Indeed, Sub-Saharan Africa has the lowest electrification
rate in the world. The Fund will invest in renewable energy power generation
(primarily wind, solar, small hydro, and geothermal) and in resource efficiency (mostly
operating companies in the field of energy efficiency, water and water treatment,
waste management and agricultural efficiency).
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C A SE STUDIES
CIR A: FUTURE SCHOOL S AND UNIVERSIT Y, EGYPT
CIRA is the largest private primary and secondary education group in
Egypt, with more than 20 schools operating under the brand “Futures
Schools”. The schools were established with a mission to help enhance
quality and equity in education as a whole, by establishing an educational
model that would be replicable, affordable, and economically viable.
CIRA builds, owns and operates schools that offer different national
and international curricula. > www.futuresnet.net

BACKGROUND

DE VELOPMENT EFFECTS IN A NUTSHELL

• The population of Egypt is 93 million and growing fast.
A lack of economic and employment opportunities has led
to social turmoil, and with the new Egyptian government
placing emphasis on restoring stability and security,
investment in public sector education has been insufficient.
• Egypt ranks extremely low (139/140) for its quality of
primary, secondary, and tertiary education in the recent
Global Competiveness Report (2015) of the World
Economic Forum. There are very limited alternatives to the
overcrowded public school system for lower and middle
class students.
• Long-term funding from traditional banking sources
for education has been, and continues to be, almost
non-existent. This exacerbates rather than alleviates the
bottleneck on public education, resulting in a situation
where both public and private expenditure cannot meet
the needs of the young and growing Egyptian population.
• Due to regional turmoil, a continuously increasing number
of refugees have arrived in Egypt. As a result, the
existing public facilities and infrastructure are
overstretched and cannot cope with growing needs.
Therefore, refugee children are denied access to the public
education system, which results in negative long-term
effects.

• CIRA provides high quality education services to Egyptian
families at an affordable price. This is accomplished
through the implementation of an efficient school
construction and rollout process, with a centralized
management platform.
• New technologies and educational concepts are implemented
in CIRA schools, leading the way as a role model for the
entire education sector in Egypt. By serving students in
parallel to the public schooling system, CIRA is lightening
the burden on the overstretched public infrastructure.
• Equity funding from Abraaj North Africa Fund II allowed
CIRA to continue its expansion to meet the demand for high
quality middle-class education through several new Futures
Schools facilities and a new University in Cairo.
• A pilot project by CIRA was put in place to utilise Futures
Schools’ buildings after regular school hours in order to
school Syrian refugees, with a greatly reduced cost per
student. There are presently 800 students enrolled in the
program and just as many on a waiting list; the project is a
very welcome offering to the local refugee community.

IN V ES TMENT YE AR

24

Report on Operations SIFEM 2016

Futures Schools
CIRA is the largest primary and secondary education group
in Egypt, with 25 schools operating under the brand “Futures
Schools”. The group has experienced firm growth, with a
current student enrolment of almost 20,000 students,
following an average annual student enrolment growth of
approximately 8 per cent.

“Our vision for the Futures
schools is for kids to enjoy
their time and for parents to
receive a very high quality
education for their children at
an affordable price.”
MR. MOHAMED EL K ALL A
DIREC TOR A ND CEO

CIRA began in 1992, owned by a group of friends with a
vision to create an education management company aimed
at serving the Egyptian middle class, with highest quality
standards implemented in each school. The Egyptian middle
class makes up approximately half of the population, and
beyond public schools, which have significant capacity
constraints, there are very limited schooling options for
these students. The Futures Schools provide affordable
high-quality education, with skills-based activities integrated
into the curriculum, including benefits such as technology
integration or foreign languages, options which are otherwise
scarcely available and, when available, at a prohibitive cost
in Egypt.
Badr University in Cairo
Upon completion, Badr University in Cairo (Badr) will
house 15 departments with a capacity for 20,000 students.
Although final completion for Badr is planned for 2018, it

2014
EGYP T

CIR A’S CONTRIBUTION: HELPING TO FILL
THE GAPS IN THE EDUC ATION SYSTEM

10

MILLION USD
SIFEM IN V ES TMENT
IN ANAF II

2,687
EMPLOY EES

20.2

MILLION USD
A N A F II IN V ES TMENT
INTO CIR A

FUND INTERMEDIA RY: 		
A BR A A J NORTH A FRIC A FUND II
( A N A F II )
FUND M A N AGER:			
THE A BR A A J GROUP ( A BR A A J )
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already commenced operations in 2014 with approximately
2,000 students in five of the departments, with positive
operating figures. As with primary and secondary education,
the demand for private higher education is huge, as a result
of overcrowding and a grade-based admission process in
the public universities. Fifty government scholarships are
currently offered for students seeking to attend Badr,
validating both the need for Badr and its already high quality
and standards. Additional internally offered scholarships
and an efficient management approach allow Badr University
to offer an affordable and high-quality education.
Developing Education
The director and CEO of CIRA believes the educational
landscape in Egypt is changing, and is already implementing
projects in preparation for the future demand. With the
overcrowding of schools and the increase of internet access,
the CEO has started a pilot project to combine self-learning
and traditional schooling. This is Egypt’s first blended
learning program, and it will offer 2.5 days of face-to-face
education, and 2.5 days of education via an online connection
from home. The program will nurture and promote students’
self-learning, whilst maximizing a school’s resources and
infrastructure, and reducing the cost of education. 150
students have already enrolled to begin from September
2016.

GOING THE EX TR A MILE: RE ACHING OUT TO
UNDERSERVED TARGET GROUPS
Creating Opportunities for Women
While women make up approximately 50 per cent of the
population in Egypt, they represent only 23 per cent of
the workforce; often women receive no further education,
instead opting to work in their homes, caring for children and
elderly family members, and perhaps accessorily taking on
an informal job. CIRA places an emphasis on bringing women
back into the workforce once their children are at school, by
offering training to students’ mothers to work as teachers
and aides in Futures Schools classrooms. In this manner CIRA
currently provides employment for over 2,600 people across
Futures Schools, 1,760 of whom are women. Via this effort,
CIRA contributes to increasing gender equality in Egypt, by
assisting women in gaining employment and offering them
opportunities in the formal sector.
Providing Education to Refugees
In 2015, there were an estimated 130,000 registered Syrian
refugees in Egypt. Public funding shortfalls and unstable
Government policies mean that refugees struggle with the
daily demands of life such as finding affordable housing,
receiving appropriate medical care, and providing adequate
education to their children.
To meet this challenge, CIRA has implemented a pilot
project that has been very well-received. Using the existing
infrastructure of a Futures day school, they have established
an evening school for Syrian refugee children, taught by
teachers from the same refugee community in Cairo. By
running the evening school from 3 to 7 PM after the regular
school hours on the premises of the existing Futures School,
CIRA is able to keep the cost of tuition affordable for the
Syrian refugees. The project is a success, with 800 enrolled
students and a waiting list of more than 1,000. CIRA is
working to obtain government permits to roll out this model
at additional schools.
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THE FUND’S CONTRIBUTION:
SUPPORTING QUALIT Y INSTITUTIONS AND
R AISING STANDARDS
Financing School Expansions
Schools in Egypt are generally single, family-owned entities,
and as such, long-term funding from banks for education has
been almost non-existent. Prior to investment from ANAF
II, CIRA struggled to raise the expansion capital required to
meet the demand for high quality education.

Supporting Good Governance Practices
CIRA has demonstrated a history of good corporate
governance practices, which have been improved even
further. The other shareholders of CIRA are working
with the Abraaj North Africa team to grow CIRA’s internal
infrastructure and processes to meet the rapid growth
of the company, including the centralization of internal
controls and continuation of their policy of open financial
books. The demonstration of good governance practices
by CIRA sets an example in Egypt, and increases capacity
and professionalization of the private Education sector.

It was the expansion funding from ANAF II that allowed CIRA
to continue its growth, but it was the support of the Abraaj
team that allowed the development of local capacities.
Improving Management Capacity
Abraaj’s North Africa team is continuing to support the
CIRA management, particularly in terms of improvement of
administration and finance functions and systems. These
internal systems increase CIRA’s professionalism and enable
the company to manage its steady growth. By being locally
based, the Abraaj North Africa team has been able to offer
support and pertinent advice on a day-to-day basis, backed
also by its local network.

“With Abraaj’s expertise in the
global Education sector, we are
confident they are the ideal partner for us to continue providing
both affordable and world class
education opportunities to the
Egyptian people”.
DR HA SSA N EL K ALL A
CIR A CH AIRM A N
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DELIFROST, COSTA RIC A
Delifrost is a family business company based in Cartago, Costa Rica,
that processes pineapple into large pieces that are deep frozen, packaged
and mainly exported. Delifrost is the national market leader in the
export of frozen fruit, half of this finds its way into the USA and the
other half onto European markets.

BACKGROUND

DEVELOPMENT EFFECTS IN A NUTSHELL

• The unemployment rate in Costa Rica, at 7 per cent amongst
men and 11 per cent amongst women, is below the Latin
American average. Youth unemployment is significantly
higher however (16 per cent men, 24 per cent women).
Fifty-six per cent of people who have only received a primary
school education are unemployed Unemployment tends to
be more pronounced in the agricultural sector, where
low-skilled jobs are often seasonal.
• Small businesses are frequently family businesses that might
not have a formal board of directors or that have a lack of
transparency. It is difficult for companies to secure loans to
allow their business to grow since interest rates are very high
and any loans are extended only for short periods and many
bureaucratic obstacles need to be overcome. In most instances,
it is only family and friends who can contribute growth capital.
• Agribusinesses tend to be (overly) risky enterprises for banks,
since they are dependent on the weather and exposed to
climate change. In addition, banks often require sizable
collateral as a precondition for lending, which is an additional
obstacle for SMEs.

• Equity funding from the private equity fund CASEIF III has
allowed Delifrost to acquire a pineapple plantation and to
expand into new international export markets, focusing on
quality certifications and foreign market requirements.
60 tons of frozen, ready-to-use are produced from 80 tons
of fresh pineapple every day.
• The team of CASEIF III has also helped Delifrost to improve
its management and governance structure, attract new
customers and strengthen compliance with social and
environmental standards. This corresponds to the standard
offering of CASEIF III in the region. CASEIF III typically
invests between USD 2-7.5 million per company and
investments are held between four and seven years.
• Delifrost employs 160 people, with an equal number of men
and women. Delifrost pays wages that are above the legal
minimum level and also covers the health and personal
accident insurance of its employees. Delifrost is training
people on the job and encourages those who have the
potential to move to quality control and administration
positions within the company.

2014

IN V ES TMENT YE AR
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5

MILLION USD
SIFEM IN V ES TMENT
IN C A SEIF III

PROVIDING MORE AND BET TER JOBS IN THE
AGRIBUSINESS SECTOR IN COSTA RIC A
Financing production expansion and diversification
Originally, Delifrost purchased the pineapples for processing
from third parties. To reduce production costs and improve
the quality of its pineapples, Delifrost tried to purchase a
local pineapple plantation. As local banks were unwilling to
provide long-term financing to Delifrost, CASEIF III stepped
in and supported the company in its expansion plans. In
particular, support has been provided to obtain safety and
quality certifications, and to establish a marketing and sales
department in order to achieve better customer expansion
and retention. Another area of focus is the diversification
of the product range, so as not to be dependent on a
single product. Accordingly, investigations are underway to
determine whether fruits like mango, cassava and papaya can
also be processed. There are also plans to improve product
quality over the coming years, with the objective of growing
100 percent of pineapples organically.
Strengthening compliance with environmental and
social standards
The waste water treatment at the factory is being replaced
so as to reduce contamination. In addition, labour conditions
are being improved through the provision of protective
clothing to workers, and new sanitary facilities, showers and
recreational room for the staff are being built.

160

140 EMPLOY EES
( PROCESSING ) A ND 20
EMPLOY EES ( PL A NTATION )

4

Promoting upward mobility on the job and decent
working conditions
Delifrost is one of the few industrial companies in a region
that largely relies on agriculture to generate income. It
currently employs 160 people. At the factory level, existing
jobs include low-skilled tasks such as peeling, slicing and
packaging of pineapples, but also higher-skills positions
for quality control and administration tasks for which it is
difficult to find qualified personnel locally. Delifrost is
therefore training people on the job and encourages those
who have the potential to succeed in these jobs. Delifrost
pays wages that are above the legal minimum level and also
covers the health and personal accident insurance of its
employees.
Strengthening corporate governance
Delifrost was founded in 2000 by Dennis Wong and has been
run as a family business with Dennis Wong’s wife and two of
his children. It is planned that the younger generation takes
over the business in the future. Therefore, the local team
of CASEIF III has been working with the company to build a
formal succession plan in order to transfer the company from
the founder to his children.

MILLION USD
FUND IN V ES TMENT
IN DELIFROS T (2015)

FUND:		
CENTR AL AMERIC AN SMALL
ENTERPRISE IN V ES TMENT FUND III
( C A SEIF III )
FUND MANAGER:			
L AFISE INVESTMENT MANAGEMENT ( LIM )
W W W.L AFISE.COM/INV ES TMENT
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Being a responsible corporate citizen
Delifrost’s owners are actively supporting the school
located in the pineapple farm, and are planning to
contribute to the renovation of the playground area.

THE FUND MANAGER
CASEIF III not only supports companies with capital, but
also involves itself as a strategic and active investor. It
seeks to promote and strengthen the company during the
growth phase. CASEIF III is managed by Lafise Investment
Management (LIM). The team comprises three senior
partners and two controllers who have worked together
since 2007. The team has local offices in Managua
(Nicaragua) and San José (Costa Rica).

ANA LIVE

33 YEARS OLD,
PACKER

Ana is one of the employees who have worked at Delifrost the
longest. She started at the company 12 years ago, initially as
a pineapple peeler. Back then, the job was still done manually
and involved cleaning up the fruits with knives. The job was
still a tremendous opportunity for Ana. Having only attended
school for six years, she would have otherwise had no
alternative but to endure the hard work outside on the field.

Ever is responsible for the final step in the production process.
Working at a computer, he prepares the labels that are applied
to all the boxes into which the frozen pineapple is filled.
These labels include information about the box contents,
the production date and use-by date. After he has affixed the
labels, he transports the boxes to the refrigerated storeroom
where they remain until they are exported. He has worked at
Delifrost since 2005, initially on the night shift, but now works
during the day. His training was carried out on the job, by a
colleague. “I appreciate being given a job that entails
responsibility, being able to work at the computer, being part
of a team and pursing a common objective.” He stresses how
important it is for him to be earning a regular income and
to now receive the benefit of company-provided health
insurance and accident insurance. The only alternative for him
would have been to work in agriculture, where he would have
remained uninsured. Thanks to his salary, he can support
his family of five without difficulty and pay off his house,
despite the high cost of living. He wants to be able to provide
a good education for this children.

Her careful work and her commitment led to her being
promoted and trained to do new tasks. Today, she is an
assistant in quality control: she not only monitors whether the
cleaning team has done its job thoroughly, but also whether
the pineapple chunks are flawless. She documents and logs the
results. Her work starts already at 05:30; her handover to
the second shift is at 14:00.
This work is extremely important to her, since it guarantees a
regular income. Her salary enables her to support her mother
and her brother. She shares an apartment with them. Her wish
for the future is also crystal clear: “I’d like to be able to work
here forever”.
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EVER BRENES MÉNDEZ

38 YEARS OLD,
QUALIT Y CONTROL A SSISTANT

DANIEL JOSUÉ
R AMIREZ BARQUERO

30 YEARS OLD,
ADMINISTR ATION

Daniel started work in the production section over seven
years ago. His job was to load the containers with the packaged
pineapple. The person in charge of human resources spotted
him as a bright employee who had a broad range of interests
and had him transferred to the accounts department several
months ago. She trained him and arranged for him to
attend external training courses. He now undertakes the
inventory checks, is responsible for purchasing, and prepares
the invoices. In spite of this, he still very much enjoys working
in the production section whenever help is needed there.
“I enjoy working in the accounts department because I learn
new things every day there. But I also enjoy working in the
production section because the work there is so varied.” He
has nothing but praise for the founding entrepreneurial family,
which cares deeply about its employees.
Daniel lives together with his wife, son, and in-laws in their
home. He is happy with his job, which guarantees him a steady
income.
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