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Feature: Private equity in Africa —finding the women

Polo Leteka, the co-founder of Identity Partners and CEO of IDF Managers describes how she co-
founded IDF Managers, the first female-owned and led private equity firm in South Africa.

Our journey started over six years ago when Sonja Sebotsa and |, together with other women,
founded an investment holding company called Identity Partners. This was early 2008 when changes
to BBBEE legislations had just elevated women to a central position in BEE ownership transactions.
While we sought to take advantage of these changes to build a balance sheet, we were also
cognisant of our responsibility to contribute to transformation. We wanted to invest in black
entrepreneurs, focussing specifically on women and youth, which are still the incredibly marginalised
in South Africa.

This is how the idea of IDF Managers was birthed, a subsidiary of Identity Partners.

We tested the market in the latter half of 2007 and began actively raising funds in 2008. Our timing
couldn’t have been any worse. The global financial crisis hit and investor appetite for risk dried up.
This was a stark comparison to 2007, where an estimated $4.7 billion was raised on the continent.
We were a first-time fund manager seeking to invest primarily in women-owned SMEs. Many of our
targeted investors didn’t want to take on this level of risk. Due to these challenges, we didn’t reach our
target fund size of R250 million; a large fund for SME investing but small compared to most private
equity funds. We did manage to raise almost R150 million, a figure which is almost fully committed
today.

So why invest in women entrepreneurs? In absolute numbers women make up the bulk of
entrepreneurs. Yet despite this, they remain the most under-served in terms of funding. They do not
form part of the boys club and therefore remain peripheral to the economic mainstream. It's therefore
a significant untapped market. Many of the funding institutions that set targets for investing in women
have not succeeded in meeting these.

So, why did we succeed where others had failed? We believed that as a women-owned and led
organisation we are attuned to the needs of women as entrepreneurs. We also had the right technical
skills, background and credentials to challenge the statistics and find great commercially viable
women-owned businesses.

We chose the private equity model because it provides the medium to long-term capital and the
hands on support that SME businesses require. Smaller businesses often can’t afford to take on debt
while they look to grow. At the time there weren’t any other women-owned and led private equity firms
in South Africa. In fact, other than Wendy Luhabe’s women focussed private equity fund, there
weren’t any other funds which focused on women. Incredibly, it was one of only ten private equity
funds in the world with a mandate of investing in women.

Due to fund raising challenges we had to be flexible and adopt a somewhat different model. We
ended up managing three funds, our own fund and two other funds with a similar mandate. This gave
us the opportunity to learn, pay the bills and build a track record in the process. To date, we have
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provided funding in the form of debt, equity and quasi-equity to over 60 SMEs. Over 70% of these are,
both in numbers and value are women-owned businesses. This enables us to say what we’'ve always
believed: there are commercially viable women-owned businesses to invest in.

We have found that investing in women to be rewarding; they’re enterprising and tend to take fewer
risks making an investor's money more secure. We are currently raising a new fund with a similar
focus, and our old investors are on board in our new fund. This is a huge vote of confidence in our
fund management capabilities and investment mandate.

Unfortunately, there are still too few investments in women-owned businesses. The private equity
industry is a relationship-based. Men tend to socialise with men and the same is true for with women.
As long as women are not well-represented there will be very few opportunities to strike business
deals and fund women-owned businesses. Women who have made it need to play a stronger
advocacy role for the inclusion of women in the industry.

The next frontier for us, as well as many of our peers, is into Africa. There are over 200 private equity
funds targeting Africa, with increasingly sophisticated investment strategies, varying from generalist or
country focused funds, sector or region-specific funds, and even the presence of pan-African funds.
Increasingly these managers also basing themselves on the continent, moving away from the fly-in,
fly-out model that was more common a few years ago. DFls continue to perform a critical role in the
industry. They remain some of the largest investors in private equity funds today, and often will back
first-time fund managers where others will not, which helps the manager to build a track record and
supports the industry to grow. With this in mind, we hope to see some more women-owned and led
firms enter the fray. You can also be certain that we will be actively scouting for great women-owned
companies to invest in on the continent.



