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New funding vehicles could finance large scale agricultural programsShutterstock

Ideas borrowed from the startup world – crowdfunding, incubators, accelerators and online
marketplaces – could help close the US$2.5 trillion shortfall  in funding for the United Nations
Sustainable Development Goals
. 

Our research  with the Department of Foreign Affairs and Trade  shows these methods can
increase aid by attracting funding from private investors and diaspora communities. 

But several barriers need to be overcome first. Education is the biggest challenge – all
stakeholders, both investors and entrepreneurs, need to understand the potential of these
methods as well as how (and when) to use them. We need to ensure programs are available in
local languages and in rural areas. Lastly, we should not overburden entrepreneurs and
grantees with complicated impact measurements.  

Crowdfunding

Crowdfunding platforms, where entrepreneurs post a project and members of the public
contribute small amounts, can be a very successful  method not only to deliver funds, but to
test how much interest there is in a product or project. The micro-lending platform 
Kiva
is an example of this in action. Kiva 
claims to have provided
over US$1 billion in loans to 2.5 million people since launching in 2005. Its funded projects
range from small businesses to village development. 

But crowdfunding faces a range of challenges in the Indo-Pacific region. These include a lack of
access to bank accounts, large commissions charged on withdrawing funds, and a lack of
education for entrepreneurs in how to run crowdfunding campaigns.
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https://www.weforum.org/agenda/2016/07/blendedfinance-%0Asustainable-development-goals/
https://sustainabledevelopment.un.org/
https://sustainabledevelopment.un.org/
https://www.uts.edu.au/research-and-teaching/our-research/centre-business-and-social-innovation/research/future-business-0
https://ixc.dfat.gov.au/
http://onlinelibrary.wiley.com/doi/10.1111/etap.12143/full
https://www.kiva.org/about
https://www.kiva.org/lend/1-billion-in-change
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So while crowdfunding has been shown to work in funding development projects, it needs to be
tailored to specific contexts. The platforms should be set up with local intermediaries. Funding is
needed to provide initial educational support for social entrepreneurs in online campaigning.
And campaigns should be run to reach potential funders in the developed world, including
diaspora communities.  

Incubators and accelerators

Incubators and accelerator programs help very early stage or startup businesses. These often
provide co-working spaces, education, mentoring and connections to investors, often in return
for a fee or a share of the business. 

Our analysis of over 90 incubators and accelerator programs across the region found that
entrepreneurial training and coaching opportunities were still limited . It is not simply a question
of providing more incubator programs. Programs are needed in local languages and in locations
outside major cities.

For example, programs in Myanmar  and Vietnam  are building up a startup ecosystem. Yet,
more local language incubator programs are required to increase accessibility for other young
entrepreneurs. 

Marketplaces

Online marketplaces, sometimes referred to as “ social stock exchanges ”, have recently
emerged to help connect enterprises and investors and to standardise measures of financial
and social return.

Just like mainstream stock exchanges, these platforms allow entrepreneurs to raise funds and
investors to trade shares. But, on top of maximising monetary returns, the companies listed on
these exchanges generally have social goals such as increasing clean energy or affordable
housing stocks. 

Social stock exchanges have taken off in the developed world – over CA$100 million  has been
raised on the SVX platform in Canada, and 
more than &pound;400 million
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https://www.researchgate.net/publication/311320851_GEM_ASEAN_Regional_Entrepreneurship_Report_201516_ASEAN_Entrepreneurship_The_Context_Impact_and_Opportunities_for_Women_Entrepreneurs_and_Startups_Key_Pivots_for_Growth_and_Sustainability
https://assets.aspeninstitute.org/content/uploads/files/content/docs/ande/Bridging%20the%20Pioneer%20Gap%20The%20Role%20of%20Accelerators%20in%20Launching%20High%20Impact%20Enterprises%20.pdf
http://www.projecthubyangon.com/
http://www.hatch.vn/
https://theconversation.com/social-stock-exchanges-do-we-need-them-35898
https://www.svx.ca/impact
http://socialstockexchange.com/wp-content/uploads/2016/11/2016-SSX_Impact-Report_August-FINAL.pdf
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through the London Social Stock Exchange.

Existing platforms use different impact measures for enterprises wishing to list, such as B
Corporation
certification. While such platforms are a valuable part of market infrastructure, more needs to be
done to educate enterprises and investors on business models for financial and social impact,
and expectations of returns. 

All up, the research shows that there is great potential in borrowing ideas from the startup world
for economic development. These methods have been shown to effectively direct funds to
projects that have community support, and to help entrepreneurs and organisations accomplish
their goals. They can complement our existing approaches to aid and development. 

In building a startup system for social impact, we also need to support those who do the
intermediary work, who bring together these diverse groups, and who can understand the needs
of aid, entrepreneurship and finance. We also need to try new types of collaboration and
partnerships between public, private and non-profit actors.
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Read more http://theconversation.com/how-to-borrow-tools-from-the-startup-world-for-aid-and-
development-80326
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http://www.bcorporation.net/
http://www.bcorporation.net/
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