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Adopted by the first trustee meeting of 11th December 2015 at Thun
Relationship with African Entrepreneurs
FARIP is a non-profit organisation seeking to create income generation serving the public good in disadvantaged rural communities in Africa. However, the Trust deals with innovative African rural entrepreneurs in the vein of a profit-oriented investor who invests in fledging businesses enabling them to compile a business plan in line with the funding guidelines of „social“ investors.

In practical terms this means that FARIP is not „supporting“ African entrepreneurs but is „investing“ in their capacities. FARIP deals with them as an investor and not as a donor. It should be highlighted, however, that these investments have to clearly serve the public good of income generation in rural communities with entrepreneurs who have no other option to at least implement their visions on a small scale.

What das FARIP mean by “Innovation”?
Innovations embrace all improvements in the technical, organisational, financial and commercial field, as well as scaling up of existing practices.

Policy
1. FARIP explicitly invests exclusively in ideas that have not yet been put into practice in its operational area in a similar context. However, something may already have been implemented successfully, but not under rural conditions. Thus, the endeavour to implement the same technology under rural conditions would be an acceptable innovation. Analogously: If an idea has been successfully implemented in a rural context, but without achieving a scaling-up to a commercially viable scope, the endeavour to make it commercially viable would be considered an acceptable innovation.
2. FARIP assumes that up to 70 per cent of its investments may not be successful. This means that FARIP wants to be open for innovative ideas transgressing the usual mechanisms and opportunities. Putting up with this high failure rate is a conscious effort to break through the conservatism of typical established (social) investors who as a result of their own constitutions hesitate to fund not yet tested entrepreneurial ideas. FARIP builds a bridge from the not yet tested idea to a reliable business plan based on first empirical experience.
3. FARIP follows up on ideas until it becomes clear what their implementation would entail in detail. FARIP then examines thoroughly what the possible impact of an emerging business could have on poverty reduction, social development, the environment as well as on the economy and income generation in rural communities. Only then will FARIP invest in initial concrete implementation measures in order to test the idea. Assessing the relevance of an idea necessitates an intense exchange in developing the idea together with the rural entrepreneurs.
4. FARIP has methods at hand enabling the close monitoring of the progress, e.g. through local monitors combined with telepresence through electronic media (e.g. photography, GPS, youtube, electronically monitored financial flows allowing to monitor transactions in real time from a distance, etc.).

What makes FARIP unique?
FARIP pursues and cultivates the following unique selling point: FARIP provides the technical and financial bridging of the gap between the birth of an idea and the proof of its commercial viability in the „pre-commercial“ phase of an innovation.
In FARIP’s understanding it is obvious that in a rural African context many failures of genuine 
 

endeavours – from which the necessary lessons may be drawn will be needed before some innovations will achieve a breakthrough.

FARIP is a combination of:
great openness for innovative ideas by rural Africans quite irrespective of how far fetched at first glance the former may appear, and the committed accompaniment of African entrepreneurs in their first steps to conceptualize, describe and practically test their ideas.
and the close follow up of the situation on the ground based on strict monitoring by adapted and efficient methodology during the practical implementation of the tests. This will result in a good documentation of the experiences collected in the testing phase (in particular of failed ideas), which will then allow to learn for the implementation of this idea or for other future undertakings.

Implementation
1. FARIP has a secretariat in Switzerland in order to be permanently accessible and able to act.
2. FARIP explores innovative ideas in selected rural areas, either through its own staff or through competent local consultants. These explorations are done in the classical „programme mode“ of a relief agency until an idea has taken shape. As soon as an idea has been defined sufficiently and its African ownership has been identified, FARIP will switch to the behaviour of a venture investor towards an entrepreneur.
3. Explorations also entail action research (research and development) which will go through interesting new technologies and operating systems and make them known. The results of the action research will inform the exploration of ideas and vice versa.
4. Roughly fifty per cent of available funding will be used for „the programme mode“, i.e. for exploration and action research. As soon as a pilot undertaking has been defined so that its pre-commercial phase is ready for being funded, the other half of the available funds will be used as an investment for the undertaking according to the rules of a venture loan.
5. FARIP does not engage in a company of its own. FARIP invests in African companies (or future companies), who want to try out convincing innovations. A successful company has to become a registered company in an African country.
6. FARIP decides on the basis of its own criteria to fund an innovative idea. FARIP follows progress through milestones and releases the agreed upon funding according to the results achieved. For this and in order to save costs, FARIP uses telepresence via electronic media to the extent possible. However, telepresence will be supported with local staff who will visit the companies in question.
7. On behalf of a donor for a specific undertaking, FARIP may clarify a specific defined undertaking to find out whether a procedure is suitable according to FARIP criteria. Such a specific order has to be funded via a specific budget made available by the sponsor.
8. On behalf of a donor FARIP may undertake explorations in a certain region or thematic area in order to assess the commercial potential of a region or a field. Such explorations, too, have to be funded via a specific budget made availble by the donor.
9. FARIP organizes the necessary education and further training of the entrepreneurs in the start-up phase. Exchange of experiences among African entrepreneurs, freeing synergies and facilitating shared learning, will be an important element. Such trainings and networked learning by exchange will be funded during the programme mode by donor money.

Financial Mechanisms
Core Capital:
1. The core capital ensures the permanent minimal operation of the secretariat.
2. In order to ensure the core capital, the board of trustees may resolve to invest foundation capital in African companies who on account of the endeavours of FARIP have proven to be very successful.

Social Venture Capital:
3. FARIP invests venture capital as pre-commercial investments in innovative ideas and behaves towards the entrepreneurs like a venture investor, yet always within the social interest of rural development in Africa. All proceeds from FARIP’s investment activity serve the accumulation of FARIP capital and will be used according to the foundation’s objective. Shares in companies that have been proven successful will either be sold to social or other investors in order to increase its capital or be kept as an investment of FARIP. The Board of Trustees decides on sales and investments.

Increase of Capital: 
4. Losses caused by the possible failure of up to 70 per cent of investments in as yet untested ideas will be equalized by financial contributions of sponsors. Sponsors are doing so because they want to give rural Africans a chance to test their business ideas or because they are interested in investing in the emerging successful companies at a later stage.

Financial Contributions for the Exploration, Research/Development and Empowerment Programmes
5. General exploration, action research as well as training and empowerment programmes will be funded under the „programme mode“ by donors. Donors may be classical donor organisations, companies seeking to realising their „Corporate Social Responsibility“ or sponsors as under paragraph 4. Above.
Auditing
6. The Board of Trustees commissions an independent fiduciary company to carry out the annual audit in view of a) safeguarding the granted tax exemption and b) continuing to meet the conditions allowing international investors to be involved with FARIP.
 
Budget Structure
The Board of Trustees ensures that the following budget items and their respective share of the total budget is respected if possible:
5-10% in order to guarantee the presence and minimum operating capacity of FARIP
45% in order to carry out explorations identifying, conceptualizing and describing entrepreneurial ideas, action research and training resp. empowerment programmes.
[bookmark: _GoBack]45% social venture capital in order to invest in defined undertakings resulting from the explorative process. This includes also the costs for accompanying of specific undertakings. It is expected that only 30% of the expenses may be recovered. 
All recoveries without exception have to be used to increase the FARIP capital.
Reporting 
In addition to the statutory reporting (annual report, annual accounts etc.) the following communication measures shall be implemented:
1. Each undertaking in which FARIP participates is shown on the website of FARIP. The website is updated monthly.
2. Every six months a complete overview of the financial status is submitted to the Board of Trustees . 

This Constitution was adopted by the Board of Trustees at its first meeting of 11th December 2015.




Peter Reinhard								Ueli Scheuermeier
Chairperson									Director
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