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I. Executive Summary
Overview

Africa faces an unprecedented food crisis – extreme shortage has caused the price of basic food staples to double in the last five years. Families that already spend most of their income on food are facing longer “hunger seasons.” In rural East Africa, 10% of children die before reaching age one, with more than half of deaths related to hunger and malnutrition.

The only permanent solution to Africa’s food crisis is a sustained, dramatic increase in farm production. One Acre Fund is an NGO that attacks the hunger problem not through food handouts, but by investing in farm families to increase their harvests. Our innovative model on average triples raw food production (and doubles farm profitability, net of input cost). We currently work with 75,000 farm families in Kenya and Rwanda, and will grow to 145,000 farm families in the next 12 months.
Program Model
Amazingly, most of the world’s hungry people are farmers using technologies from the Bronze Age. One Acre Fund makes a simple investment in their farm that dramatically increases yield. We provide a “market bundle” of services to the poorest farm families in the world:

· Farm inputs (physical capital): we provide seed and fertilizer on credit, and expect repayment

· Education (human capital): we train farmers on how to use these technologies

· Markets (trade): we assist farmers with selling of yields

There are many agricultural programs in the world – what makes ours unique is the complete bundle of services that we provide. Previous farm programs might only provide a small loan to farmers – but farmers would not be able to find seed and fertilizer (farm inputs) in their community. Even if farmers could find farm inputs, they wouldn’t know how to use them (education). Even if they could find the inputs and use them successfully, there would be nowhere to sell their surplus harvest (markets). The poorest subsistence farmers need support in more than one area. One Acre Fund’s bundle of services provides a solution for those starting with nothing.
A. Proven Impact

One Acre Fund produces hard results for our farm families. On average, we double farm profit on every acre that we serve (even after farmer repayment).

These results are based on a randomized survey of 1,000+ test and control farm families. Our full-time monitoring and evaluation team physically weighs the harvests of a random sample of the families we serve, and compares that against a comparable control group. This allows us to have high confidence in the quality of our impact.

B. Scalability
In 2006, our first year of operations, we served 125 farm families.  In the last 5 years, we have grown to 75,000 families. Our solution is built to be broadly scalable, and we will serve 145,000 families in 12 more months. One Acre Fund’s solution has been built from the beginning for scalability, and we have invested heavily in standardized protocols and training of management staff to enable future growth.
C. Sustainability
In 2011, One Acre Fund recovered 80% of our field expenses (farm inputs, field staff, field administration) from farmer repayments for our services, and expects to recover 85% of field expenses in 2012.

II. Problem Description
Client Characteristics

One Acre Fund serves rural African families that have been left behind by other organizations. On average, 10% of our children do not survive until age 1, and half of those surviving fit the international definition of “physically stunted.” Our families cannot meet their most basic human need – food – and suffer a 3-6 month ‘hunger season” of meal-skipping and meal-substitution.
One Acre Fund currently serves farmers in

Western Kenya, SW Rwanda and Burundi.
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Why Farmers?

Farmers make up 75% of Africa’s poor. Consider what an amazing fact that is. 3/4ths of Africa’s poor share one profession – and if we can find a way to make that single profession more productive, we have a tool that could potentially end poverty for most of Africa’s poor.

What is even more amazing is that farmers are also the most badly-served of all poor people. Despite the efforts of many good organizations, the vast, vast majority of subsistence farmers still do not have access to credit, seed & fertilizer stockists, semi-modern education, and harvest markets. There are many complicated reasons for this, but chiefly we believe that current organizations are following the wrong strategy to help farmers.

One Acre Fund’s solution, described on the next page, was developed by talking with true subsistence farmers. Our senior leadership team has lived for several years in rural Africa. We have learned directly by talking with farm families on a regular basis, by making plenty of mistakes, and by learning from them very quickly. We firmly believe that our solution is potentially a highly cost-effective, and scalable way to bring better lives to subsistence farm families all across Africa.

III. One Acre Fund Solution
Program model

One Acre Fund’s program model was formed by talking with farmers and discovering what they needed to succeed – a “bottom-up” approach. We found that the individual items they needed to achieve a good harvest were quite common (e.g. finance for farm inputs). However, it was the multiple barriers they faced that prevented them from reaching success. For example:

· Inputs availability: Although finance is widely available throughout East Africa, farmers could not purchase fertilizer and seed because it was not even available in their village.

· Education: Even if fertilizer and seed could be obtained, farmers almost always lacked the knowledge to use it, creating minimal gain in harvest.

· Markets: Lastly, even if farmers had achieved a large harvest, they were unable to connect to markets in order to sell their excess crop at a reasonable price.

In response, we designed a model that delivers a whole, functioning “market bundle” to farmers:

	1) Creation of producer groups: One Acre Fund organizes existing women’s groups into producer groups.
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	2) Farm inputs: One Acre Fund finances and delivers planting materials.
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	3) Extension: One Acre Fund field officers deliver education to groups, so they know how to use the farm inputs.
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	4) Output market: One Acre Fund facilitates harvest markets and takes repayment for our services.
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It is the completeness of our service bundle that makes One Acre Fund innovative. Farmers do not need to have anything when they begin our program – only a willingness to work hard. Each piece of our model works together with the other pieces to make a fully-functioning market for farmers:

· Producer groups give farmers market power and reduce transportation cost

· Farm input distribution on credit makes farm inputs accessible, in the farmers’ own village

· Education makes it possible for farmers to actually use farm inputs effectively

· Market facilitation makes it possible for farmers to sell their crop, repay us, and gain income
We have proven that this model generates large income gains for farmers. Now we need to prove that we can execute this at scale. Our milestones for the next 12 months are to show that we can work 1) at scale: for 145,000 families, 2) while maintaining impact for poor people: 100% gain in farm profit per acre, 3) near financial break-even: 85% field expenses covered by program revenues.

IV. Three Year Milestones and Vision
Three-year Milestones

Our organization is driven by metrics, and we have three major milestones that we strive to reach: scale, quality of impact, and financial sustainability.

Our proposed milestones for the next three years are summarized as follows:

	Scale

Farm families served
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	Impact
Quality of client impact
2x farm profit per acre
	Financial sustainability
% of field costs covered by farm revenue
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The next section describes our operating plan to achieve these targets. Scale milestones will be achieved through same-district growth, as well as through the launch of new districts. Impact milestones will be closely monitored by our measurement staff, and will be achieved by maintaining or improving program quality. Sustainability milestones are covered in more detail in the program budget. As our program reaches more farmers, we will be able to achieve significant economies of scale.
Vision

Reaching our 2012 milestones will be an important validation point – to have an impactful, financially-sustainable program at a “respectable” scale of 145,000+ families. Yet this is only a drop in the bucket compared to the ocean of need in Africa.
We hope to use this validation point as a launching pad to grow a large revolution in small-farm productivity in Africa.

· After this stage, we will continue to scale our own program at anticipated 50-90% per year, which is realistic when benchmarked against microfinance institutions. There are hundreds of private corporations worldwide with 50,000+ employees and $1 billion+ in revenues – we believe our “business” can grow as large as those corporations
· We can infect partners with large, existing retail bases of customers to implement our model – even this early, we are in early discussions with three different, well-known partners expressing initial interest in adapting our model to their clients
· We can set up a One Acre Fund franchise system, and equip social entrepreneurs with a toolkit to launch our program in a new geography
V. Operating Plan

One Acre Fund’s formula for achieving growth is:
1) Standardize an operating unit that will serve up to 20,000 farmers at full scale
2) Systematically multiply and grow these operating units
3) Develop a pipeline of senior and middle management to operate the units
4) Control quality/ monitor
1. Build a Standard Operating Unit








When entering a new community, One Acre Fund first mobilizes existing self-help groups, and consolidates 100+ farmers into a farm producer group. We attach a field officer to this group, who administers our services: base education, local farm input distribution, education services, and recovery of repayment. Over time, each field officer grows to serve 200+ farmers.
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Field officers are supervised by “field managers.” At full scale, each district of operations has 10 field managers, supervising 70 field officers, serving 15,000+ farmers. This is our “operating unit.”
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One Acre Fund is inspired by companies like McDonald’s, which opens one store every 8 hours, while operating tens of thousands of existing stores. They accomplish this amazing feat by codifying everything that they do, investing in an army of middle- and upper-management, and using data to track progress.


One Acre Fund is doing the same thing. We have standard operating procedures that cover everything from a) hiring of line-level staff in batches of 20 or more, b) enrolling farmers in batches of 1000 or more, and c) delivering farm inputs to thousands of farmers at a time. 

2. Systematically Multiply











We will achieve growth by:

1) Growing each operating unit (the equivalent of same store growth in a retail business)

2) Adding new operating units (new store growth)

One Acre Fund has invested heavily in growing current operating units. We are achieving significant gains in staff productivity, and expect each staff person to serve 50% more customers in 2012, when compared to 2011.
One Acre Fund is also investing heavily in outward expansion – adding new operating units. We are building up a pipeline of upper-level management talent, and currently have 30 middle-managers enrolled in our “management fast-track” program.

3. Develop a Pipeline of Middle- and Senior- Management






To support this growth, we will need to have twelve senior managers (directing each operating unit) and approximately seventy middle managers by the end of 2012. In anticipation of growth, we have been proactively building these tiers of our management staff, through our management “fast track” program.
We are focusing heavily on career development for these staff, in anticipation of growth beyond 2012. We develop managers through formal performance feedback delivered every quarter, constant informal feedback, and targeted training sessions every two weeks.

4. Control Quality











Lastly, we are focusing strongly on maintaining and improving quality of customer impact as we grow: ensuring that we always deliver at least 100% gain in profitability on every planted acre.

This is primarily driven by our obsession with measurement – we will continue to send survey teams out to physically weigh our farmers’ harvests. This makes it possible for us to identify under-performing field units, where customers are not producing strong harvests. Our goal is to constantly improve our quality of customer impact as we grow.

VI. Financials
In 2012, One Acre Fund will spend $5.2m USD in our field operation, while recovering approximately 80% or $4.2m from field revenues. This result in a net loss on field operations of $1.0m. We will also spend about $2.8m on our long-term growth and infrastructure building. To offset these costs, we will raise $3.8m in donor funding.
One Acre Fund also requires working capital to make loans at the beginning of the year, which farmers repay by the end of the year. We will add $1.5m in grants funds to our working capital pool this year.
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	$12m in revenues does not yet cover $14m in field expense, requiring $2m in donor input.

Working capital grants enable us to grow our program aggressively, with maximum strategic flexibility.

One Acre Fund continues to invest heavily in our field “acceleration team,” an internal consulting unit that drives improvements to our model in 1) scalability, 2) impact, and 3) financial sustainability.

One Acre Fund is also investing heavily in core support functions such as fundraising, finance, and administration, in anticipation of future growth.


Appendix A. Leadership Team Information
General Partners

One Acre Fund is led by a “general partner” group. Each general partner is capable of independently operating a specific business operation, in addition to having responsibility for leadership of the overall organization. Our current partners are:
Andrew Youn, General Partner/ Founder, joined full-time in 2006. Andrew graduated from Yale magna cum laude, is a former management consultant, and received his MBA from Kellogg School of Management.

Eric Pohlman, General Partner/ Rwanda Country Director, joined full-time in 2007. Eric graduated cum laude from Georgetown School of Foreign Service, and served for two years in the Peace Corps in rural Cameroon where he started a well-drilling business that continues to provide income to 20 people. Eric grew our Rwanda program from 0 to 26,000 farm families in three years.
Margaret Vernon, General Partner/ Burundi Country Director, joined full-time in 2007. Margaret graduated cum laude from Georgetown School of Foreign Service, and served for two years in the Peace Corps in rural Burkina Faso, working on public health, water and sanitation, and microfinance. Margaret is now launching One Acre Fund’s Burundi program.
Board

One Acre Fund is currently building a small, focused board. The current members are:
Joel Ackerman, Board Chair. Joel graduated summa cum laude from Columbia, and received his master’s in physics from Harvard. He is the former director of Warburg Pincus’ healthcare private equity practice.

Matt Forti, Board Vice Chair. Matt graduated cum laude from Northwestern University, is a former management consultant, received his MBA from Kellogg School of Management (top-ranked business school in the US from 2002-2006), and currently works at Bridgespan, the #1 non-profit and foundation consultancy.
Fred Ogana. Fred Ogana is the Country Director of TechnoServe Kenya. Based in Nairobi, his responsibilities at TechnoServe include overall strategic management of all programs, and executive-level oversight for finance, marketing, operations and human resources development. 
Wally Scott. Wally is a current professor of management at Kellogg School of Management. He has served as a senior partner at Lehman Brothers, Associate Director for Economics and Government at Office of Management and Budget, CEO of IDS (now Ameriprise) and CEO of GrandMet USA (now Diageo).
John Wood. John is the founder and executive chairman of Room to Read, which has built more than 7,000 schools and libraries in 8 developing nations. In 2004, he was named as one of Time Magazine's "Asian Heroes" - the only non-Asian ever selected to receive this award.
Andrew Youn (see bio above).

Advisors

One Acre Fund benefits from the advice of several key advisors, including the CEO or founder at the following organizations: TechnoServe (harvest-market development), IDE (manual irrigation distribution), KickStart (manual irrigation pumps), Farm Inputs Promotion Services (technical advice), Kenya Horticultural Development Programme (technical advice), CF Industries (technical advice), and Kenya Business Development Services (organizational advice).

Appendix B. Core Values
One Acre Fund has five core values that guide our work:
1. We Serve the Poorest of the Poor as Customers

One Acre Fund proudly serves some of the poorest people in the world, and dignifies them as our customers – our “boss.” Our client base has a baseline child death rate of 10% who do not survive to age two. Our baseline household income averages ~$0.50 per day per person (lower than the standard PPP $1-a-day poverty threshold). Our organization is geared to learn from these “customers” and to dignify them with private-sector-style service.

2. Don’t Give – Invest

One Acre Fund believes the poor have the power to grow their own way out of poverty – they just need the right tools and training. Our “investment package” of seed, fertilizer, and training costs about $100 per family served, and we expect those families to pay back their loan at harvest time.

The power of an investment is that our customers grow their own way out of poverty. They only partner with us if they are committed to working hard and succeeding. At the same time, because our loan funds are “at risk,” we are forced to deliver excellent customer service. This partnership is cemented together by mutual economic interest, and creates permanent, sustainable behavior change among clients.

3. Measurable Impact

One Acre Fund precisely measures our exact impact on farm income. Every season, we take a random sample of our harvesting clients (test), and compare their yields against a random sample of newly-enrolled clients who have yet to plant with us (control). Our survey agents physically weigh the harvests of these farmers, and we calculate the resulting gain in profitability caused by joining our program. We use these kinds of metrics across all operational units, and use this business intelligence to guide our decision-making at every level.

Additionally, we halve the child death rate – from 10% to 5%. One Acre Fund records every single birth and death for a group of 3,000 of our farm families.
4. Cost-Effectiveness

A further benefit of an investment model is that we recover the funds that we loan to farmers at harvest time, allowing us to invest in them again the next year, and to reach more farm families. Although we rely on donor funds for new site startup and long-term infrastructure, adding new clients to our program is relatively inexpensive because marginal customers are largely self-funding. This creates enormous potential scalability in our work, and we have an ambition to grow far beyond our 28,000 customers initially targeted.

5. Ambition to Scale

The microfinance movement makes small loans to entrepreneurs, enabling them to increase their incomes and pay back the loan. The power of the microfinance model has caused it to scale to nearly every urban and peri-urban area of the developing world – but not yet to farmers, in any significant way.

One Acre Fund makes the idea of “investing in the poor” relevant to farmers. Our package includes targeted services that enable our families to double their income, and pay back loans. 75% of the world’s poor are farmers, and there is an incredible opportunity to help start an entire new industry focused on micro-farm lending. We believe we have a moral responsibility to scale our model to bring our life-changing seed and fertilizer to as many families as possible.

Appendix C. Major Risks
To be transparent, One Acre Fund is a new organization with only two years of operating experience. Our forecasts on performance and financial estimates are thus inherently less reliable, when compared to an organization with more history. The chief risks that we face include:

Rainfall risk – Drought risk remains high, roughly one in ten seasons, and we had a crop failure at a scale of 100 farmers in 2006 – recovering only about 40% of the repayment amount that period. This is a significant risk to both our families’ well-being, and our own organization’s financial health. For that reason, we currently offer a rain-indexed insurance product standard with all new loans in Kenya, which has higher rainfall risk.
Political risk – Recent events in Kenya highlight potential political risk – any unrest could significantly disrupt operations. However, rural areas are generally quite calm and we only had a one-week interruption in operations in January 2008. Barring truly widespread violence among the general population, we don’t think there is a major risk. Additionally, strong Western interests in stability in East Africa contribute to a fast recovery from conflict.
Input price risk – The price of the key planting fertilizer DAP has fluctuated by 200% in the last twelve months (fertilizer is an internationally-traded commodity). Fertilizer is our single-largest expense. In theory we can just pass the cost on to clients (increased amount of loan and repayment), but they have limited tolerance to increased price. We are therefore doing an experiment currently with 300 farmers on five alternative fertilizer configurations, all of which are substantially cheaper.

Corruption risk – Before entering any new district, we make sure to “make friends” with a wide variety of political partners, including the police/ ag minister/ revenue authority/ labor authority/ various levels of tribal chiefs etc – we have not experienced any significant amount of corruption. At the national level, One Acre Fund has friendships with a member of the Kenya parliament, the head of USAID Kenya’s democracy and governance group, and the US Ambassador to Rwanda – all of which are potential protections against “large” corruption.

Young organization risk – Our relative youth as an organization means that 1) our financial expense projections retain a fair amount of uncertainty. Our projections are built using past experience, and most assumptions are reasonably well tested, but many things can still happen. 2) Also, there are risks associated with client enrollment rate assumptions. We have benchmarked key indicators like staffing ratios and client growth against somewhat-comparable organizations like microfinance institutions, but there remains the kind of uncertainty that an older organization would not have. 
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