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DFID and Challenge Funds

Tourism Challenge Fund (TCF) 1999-2005

Financial Deepening Challenge Fund (FDCF) 
1999-2007

Business Linkages Challenge Fund (BLCF) 
2000-2008

Remittances and Payments Challenge Fund 
(RPCF), Bangladesh 2006-2009

Food Retail Industry Challenge Fund 
(FRICH) 2007-

Africa Enterprise Challenge Fund (AECF) 
2007-



BLCF Goal

New way for DFID to work with the private 
sector leverage at all levels

Risk sharing grant mechanism
Shares initial risk with the private sector 

Accelerates the development/deepening of 
markets of relevance to the poor

Helps kick start sustainable pro-poor 
business

Expansion and scale up through commercial 
return 

Seeking broader market development and 
impact beyond BLCF partners



Approach

Risk sharing grants applied for on a 
competitive basis

Application round every six months, two stage 
process - short concept note then detailed 
business plan

Grants in range £50,000 ($90,000) to £1,000,000 
($1,800,000) with minimum one for one match 
from private sector

Take projects from almost commercial to 
just commercial

Reduces hurdle for private sector, to accelerate 
market development in areas of interest to DFID

Appetite for risk where potential returns are high



Approach

Applies a private sector approach
Fund management contracted out to the private 
sector (EMG and our partners)

Uses an INDEPENDENT ASSESSMENT PANEL 
to make funding decisions

Applies a commercial approach, accepting some 
projects will fail within a successful portfolio

Is responsive to private sector needs with 
predictable decision making timelines

Linkages theme
Supports commercial linkages within the private 
sector that help reduce poverty (broadly 
interpreted)



Portfolio Overview

BLCF projects by sector
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SMEs and the BLCF

Linkage theme helps SMEs gain market 
access and access to technology

Range of examples of SME linkages
Supporting SME supply chains linkages with 
multinationals

Backing innovative SMEs to help develop new 
partnerships and market opportunities

Working with SMEs to link smallholders and/or 
informal enterprises to market opportunities

Can view BLCF as BDS through 
commercial relationships e.g. supply 
chain linkages



Shared experience amongst 
large corporates on sourcing 
from SMEs in Tanzania local 
procurement doubled in 2 
year period, now implemented 
in Malawi with good progress 

Private Sector Initiative (Psi) -
Malawi and Tanzania



Maya Gold Chocolate - Belize

Links small -
scale 
marginalized 
cocoa 
producers in 
Belize to 
international 
markets through 
a Fair Trade 
brand


