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“STARTUPS” The ladder is ordered by firm size and 
growth potential—not by a precise 
estimate of population shares.

Moving upward generally means:

• larger financing needs

• greater capacity to absorb risk capital

• broader markets and growth potential
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I’ll start with two points related to the markets firms operate in to frame our thinking.



A. Jobs or something more interesting?

When should we expect interventions 
to lead to job creation?

Interventions lead to productive or allocative 
efficiency gains

• Supply curve shifts out

• Demand displacement

• Gains to consumer welfare, not so much to 
total employment.
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B. Market integration (or a nice example of A.)
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Interventions lead to productive or allocative 
efficiency gains
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• Demand displacement

• Gains to consumer welfare, not so much to 
total employment.

Source: Jensen and Miller 2018



C. Jobs and something more interesting?

When should we expect interventions 
to lead to job creation?

Interventions lead to productive or allocative 
efficiency gains

• Supply curve shifts out

• Demand is vast world demand

• Gains to employment, no gains to 
consumer welfare.



C. Jobs and something more interesting?

When should we expect interventions 
to lead to job creation?

Innovation creates new domestic markets.

• Both supply and demand curves shifts out

• Gains to employment and to consumer 
welfare.
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1. A lot of research and evidence.
4. A roadmap
2 and 3. A lot of work to do.
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“STARTUPS”
Source of livelihoods for aa very large 
share (>50%) of workforce; < $5k

Livelihoods

• Production / consumption smoothing

• Not employment, but income growth

• Grants or loans?

1. 
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“STARTUPS”
Source of livelihoods for aa very large 
share (>50%) of workforce; < $5k

Livelihoods

• Production / consumption smoothing

• Not employment, but income growth

• Grants or loans?

1. 

Source: Woodruff and Mahon: “SME 
Promotion for Jobs and Growth”, 2025



2. Small firms, stable and growing
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“STARTUPS”
Employers; Not net jobs, but “good” 
jobs? $5k-$100k

Stability and growth

• Mostly serve local markets

• On the cusp of formalization

• Growth may displace demand served by 
informal, own account workers.2. 

References: NYU: “Small Firm Diaries” project.
Argidius: 
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SGBs
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“STARTUPS”
Employers; Not net jobs, but “good” 
jobs? $5k-$100k

Finance needs to solve two problems: Stability 
and growth

• High variance in sales + Desire to grow 

• Capital is challenging: Opacity means 
banks struggle to serve; need risk sharing. 
• Innovation needed: 

Fintechs (working capital); 
Shona / Inua Capital (growth capital); 
Local currency.  

2. 

References: Graphic from Freschi et al. “Big
Challenges for Small Firms”, NYU 2025 



3. Established MEs
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“STARTUPS”
Needs: Patient capital and market 
integration; $250k-$5M

Moving upward generally means:

• Eslava and Haltiwanger: Firm dynamics are 
weaker In lower-income countries
• More competitive markets (complicated!); 
Bigger markets: market integration / exports
• TLG Africa; GIP Ghana / Zambia

3. 

Source: Eslava, Haltiwanger and Pinzon,
2022 Economia
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4. VC-backed firms: Selection, Selection, Selection
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“STARTUPS”
The importance of Angels: Bundle 
knowledge and financial capital

Local knowledge and local capital

• Hellman and Thiele (2019) on building an 
angel community.

• Start-up Fund of Funds (e.g., India)

• Local capital (e.g., pension and insurance 
funds)

4. 
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“STARTUPS”

4. 

Source: Colonnelli et al. “Startups in Africa” 2026. 
Data from Pitchbook, Briter Bridges.

Uganda has a fairly active startup ecosystem
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EARLY-STAGE “STARTUPS”

“STARTUPS”

4. 

Source: Colonnelli et al. “Startups in Africa” 2026. 
Data from Pitchbook, Briter Bridges.

But investment capital is 
almost all foreign



4. VC-backed firms: Selection, Selection, Selection

EARLY-STAGE “STARTUPS”

“STARTUPS”

4. 

Source: Colonnelli et al. “Startups in Africa” 2026. 
Data from Linked-In, surveys

VC founders are very highly educated.



4. VC-backed firms: Selection, Selection, Selection

EARLY-STAGE “STARTUPS”

“STARTUPS”

4. 

Source: Colonnelli et al. “Startups in Africa” 2026. 
Data from Linked-In, surveys

What Founders want: 
Large equity investments - without giving 

up control. A cry for risk sharing, but not
really equity.
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The importance of Angels: Bundle 
knowledge and financial capital

Local knowledge and local capital

• Hellman and Thiele (2019) on building an 
angel community.

• Start-up Fund of Funds (e.g., India)

• Local capital (e.g., pension and insurance 
funds)
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Example from India:
* 2013: Created Angel Investment funds as fund type of AIF.

• Strict standards for who could invest
* 2016: Committed $1.5B to a startup fund.

• Around half of the GOI’s commitment was 
ultimately invested - and that very slowly over time. 

• Required at least 1:1 match 
• Commitments to ~150 Alt Inv Funds
• These funds invested in ~1200 startups

* Re-upped in 2026
Hellman and Thiele: Subsidizing supply of capital rather than 
demand leaves founders in a stronger bargaining position à
allows them to become angels after exit.



Financing the Private Sector Pyramid
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Two organizing ideas:

A. Where firms serve local markets,
firm growth both creates and 
destroys jobs. This process can still 
leave consumers ad workers better 
off. 

B. Market integration:
* Allows the most productive firms 

to grow (allocative efficiency)
* Increases competition and 

productivity (productive efficiency)

Finance is necessary to support firm 
growth. 1. 

2. 

3. 

4. 
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“STARTUPS”

Livelihoods, not job creation

Loans (with innovation!), not just 
grants. We need to encourage 
innovation  in microfinance (e.g., 
flexible finance)
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“STARTUPS”

Working capital to support volatility 
of sales: Fintechs

Capital for growth: Specialized 
lenders

1. 

2. 

3. 

4. 
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“STARTUPS”

Risk-sharing, local currency

Capital for growth: patient capital 
(debt funds)
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2. 
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Financing the Private Sector Pyramid
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“STARTUPS”

Local capital, local angels

Fund of funds models
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A few closing thoughts

Localize everything

There is more innovation at the top of the pyramid, but it may be “tech heavy”. Uganda needs fast-
growing firms in the “real economy”.  The financing challenges are greatest there. 

So… 

Digitize everything – accounting standards, financial records, credit records, etc. 



A few closing thoughts

Localize everything

There is more innovation at the top of the pyramid, but it may be “tech heavy”. Uganda needs fast-
growing firms in the “real economy”.  The financing challenges are greatest there. 

So… 

Digitize everything – accounting standards, financial records, credit records, etc. 

Finally, there is a wall of funding coming from philanthropic donors. We need to make a case to direct 
that beyond cash grants to developing these financial instruments. That is where the leverage is. 

And last finally: BII and the PEDL research program will co-host a conference on startup finance on 18 
September. There is an online option. Search for “Research and practice conference: The start-up 
ecosystem in Africa and Asia”
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