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Infroduction

A round-up of the proceedinys ut FindAy 2014 in Nuirobi, which succeeded in
bringing aygri-financing to centre stage.

CTA demonsirates its unique role

TXF talks to Michuel Hailu, director of the Technical Centre for Agricultural and Rurdl
Cooperution (CTA) ubout the unhiyue role of the orgunisution.

Changing the landscape

TXF talks with Lamon Rutten, munuyer of policies, markets & ICT ut CTA ubout his
vision for u chunyged lundscupe in agri-financing.

Finding real scale with warehouse receipt finance
Developing un economy of scule with wurehouse receipt finuncing (WRF) waus u
messuye which resounded ut the Fin4dAy conference.

Nine-country assessment of WRF provides way forward
A new report on the development of WRF wus luunched atf the FindAy conference
which exumines the finuncing mechunism in nine Africun markets.

Building commodity exchanges with integrity
In an engrossing und lively session, four highly experienced practitioners debuated
the proyress of Africun commodity exchunyes.

In the frame - Nairobi FindAg

A selection of images from the FindAg Ndirobi conference.

Evaluating a pan-African proposition

A review of the discussion surrounding the concept of u pun-Africun colluterdal
maunhugement compuny.

Exploring new frontiers in agri-finance

Ayriculture is fuppiny into ulternutive sources of finunce, from crowdfundiny to
factoring.

Afreximbank’s crucial role in value-added agri projects
Afreximbunk president, Jean-Louis Ekrd, spells out the need for further agricultural
product processing within Africa,

Applying capital market tools for agri-financing
An exploration of what Africa's agricultural sector can learn from Brazil’s
enguygement of capital markets.

Farmers look to better relationships with banks
Farmer orgunisations commit fo strengthening governance and building better
business skills.

Kenyan coffee farmers seek broader horizons

Kyanzavi: o model of how orgunisation and scule help coffee producers uttract —
and repay - finance.

Helping apitrade development in Ethiopia

Bert-Jun Oftens, munuyinyg consultant at ProFound in the Netherlunds, provides un
insight into the finunciny of beekeepinyg in Ethiopiu.

ICT entrepreneurs in Africa drive agri innovation
Entrepreneurs across the continent are plugyging into new technoloyies to help drive
chunye ucross ugri-value chains.

Mobile finance shifting to rural areas
Service providers ure lookiny to replicute the success of mobile finunce in
urbun ureus.
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The Fin4Ag
conference held in
Nairobi, Kenya 14-18
July 2014 was the
biggest and most
extensive event ever
to be held
specifically on the
financing of
agriculture, not only
for African,
Caribbean and
Pacific (ACP)
countries, but for any
region. The event
was a triumph for the
delegates,
participants, and
organisers alike,
providing a wealth of
questions, answers,
ideas and plans to
take agri-value
chain finance
forward.

By Jonathan Bell.

Bringing agri-
financing to
centre stage

The Fin4dAy conference held in Nairobi this
yedr wus the largest and most expunsive
event ever stuged focusing specifically on
agri-finuncing. The uniyue event designed
und orgunised by the Netherlunds-heud-
yuurtered Technicul Centre for Agricultural
and Rural Cooperuation (CTA), und co-
hosted with the Africun Rurul und Ayricul-
tural Credit Association (AFRACA) was fruly
umbitious in its scope. The progrumme in-
cluded u preliminary Continental Briefing
duy, u Plug und Play duy, followed by three
main conhference days, and then a findl
day devoted to field trips to ugyricultural
sites. The event, which wus held dt the

Kenyu School of Monetary Studies (KSMS),

wus uftended by over 800 people from
more than 80 countries.

The event brought u broud range of
people together to share new thinking
around three streums during the three
muin days of the conference: innovutive
tools for uyri-value chuin finunce, u hew
legyul und regulatory frumework for agri-
vdlue chuin finunce, und cross-cutting is-

sues in agri-value chain finance. In doiny
5o, the conference succeeded muynifi-
cently, sowiny seeds of thought to tuke
many concepts und propositions forward
to help further develop un understunding
of whut is required und needed from ull
sides o expund uccess to uyri-finance.

Continental Briefing day opens the
debate
In the preliminury Continental Briefing duy
— which was muinly focused on farmers —
Lamon Rutten, munuger of policies, mur-
kets & ICT ut CTA,the muin architect of the
conference progyrumme, stated: “Africaun
ugriculture needs finunhcing now! Bunks in
Africu have u ot of funds. But the problem
is that African banks don‘t see ugriculture
us profituble. There are mMany subjective
factors which come info play in relation to
this — most notably the risks ussociuted with
agri-finunce — und this is somethiny thut
both bunks und farmers heed to work on.”
He udded: “This is where ugri-vulue
chuin finunce comes in — becuuse it links

People talk about Africa feeding the world,
but Africa needs to feed its own cities rather
than importing produce like it is doing now.

www.txfnews.com/special/Fin4Ag
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farmers to valuuble muarkets. It ensures G
market for the produce. Vulue chuins ure
the way forward. The scope for vulue chuin
finunce is driven by the scope of the vdlue
chuin.

"People talk ubout Africu feeding the
world, but Africa needs to feed its own
cities rather thaun importing produce like it
is doing how. The market for export com-
modities, such us coffee, cocou, cotton
etc is around $12 billion annudlly, but the
market for food is much, much larger.

“"Cohsumers increusingly want trace-
ubility — und there dure muny issues ut-
tached to this, including those surrounding
the use of child lubour, the use of chemi-
culs, yudlity concerns, sufe storuge etc. And
commodities uttuched to vulue chains in
an orguhnised way will attract a premium.

"A vdlue chuain is hot u supply chain. A
vdlue chuin is u relutionship between off-
takers und farmers und vice versu. And in
that relationship people need to be uble
to rely oh euch other. Fumers heed to un-
derstund the difference between supply-
ing und beiny purt of the value chuin. To
supply, u fuarmer cun waulk away from the

deul ut the end - it is culled supply selling.
But the conseyuence of that is thut it
doesn’t dllow for input finuncing.

“We will fulk about many different value
chuin models during the course of this con-
ference, und these cun be modelled in
various countries around the world. In
Kenyu, for example, you cun how buy buys
of seeds with u tuy with g humber which
you cuhn put intfo your mobile phone for
crop insurunce. If the seeds fuil, you cun gyo
und get u hew buy of seed. These models
now exist. Bring such things to your country!

“Of course, there ure muny challenges.
Every time | heur chadllenyes, | dlso see op-
portunities. Don’t be put off by challenyes!
You heed to treut furming us u business.
Yes, bunkers should change, but you us
farmers should too. Bunkers often only look
ut ugriculture us u potentidl crisis. We need
to chunye that! So there is u lot to do from
your side.”

Plug and Play sets the day

Following the Continentadl Briefing duy, and
us u wurm up to the muin conference, the
Plug und Play day attracted over 250 par-

www.txfnews.com/special/Fin4Ag
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ficipaunts. It begun with d brief introductory
session, during which Suleh Gushuu, the
secretury yenerul of AFRACA, Michuel
Hdilu, the director of CTA, und Professor Ki-
nundu Murangu, executive director of the
KSMS, welcomed participunts.

The purpose of the Pluy und Play day
wus to showcuse u ranyge of informution
und communicution technoloyies (ICTs)
und mobile plutforms which have been
developed to support uccess to uyricul-
turdl finunce. The duy’s progrumme con-
sisted of five purdllel sessions, with 17
presentutions each. In total, 18 digital plat-
forms were showcused during Plug und
Play duy.

In onhe such exumple, the Zoonhu
eVouchers plutform is fransforming the fi-
nancing of smallholder agriculture. It cur-
rently operates in  Zambia,
Mozumbiyue und Zimbubwe, enubliny
government ugencies und other organisu-
tions to muke bulk puyments for specific
non-cush purposes. These include devel-
opment graunts, agricultural subsidies und
various incentives, for example to improve

www.txfnews.com/special/Fin4Ag

Mualawi,

farming practices.

One of Zoonu's muin dims is to help
smull businesses expund by enubling eusy,
yuick und sufe puyments in emeryiny
markets. Since 2009, Zoonu hus processed
neurly one million vouchers for u wide
range of clients, including the World Food
Progrumme, the governments of Mulawi
und Zumbiu, und the Food und Agricul-
tural Organisation. In one example, a pilot
programme in Malawi is using eVouchers
for u farm input subsidy programme. It
reached 60,000 farmers, enabling them to
buy hybrid seed from locul dedlers.

The Pluy und Pluy duy ended with
three sessions of discussions und conclu-
sions, orgyunised by CTA. One of these
looked ut whut lessons cun be leurnt from
the use of ICTs by Kenyun bunks. The coun-
try's success with digital payments is
source of nationadl pride; but cun this be
replicated by other ACP countries? An-
other session posed the guestion: "ICTs -
where do the biyyest opportunities for fi-
nance lie?" The third session tfook us ifs
theme: "How can one strategicdlly inte-



grute hew finuncinyg technoloyies into u
bank's value propositions?"

Better access to credit is key

One of the key messuges driven home
during the conference wus thut better uc-
cess to credit was fundumental to revolu-
tionising the uyri-sector.

Setting the scene for the main puart of
the conference, Rutten suid that farmers
dre reudy to see themselves us business-
men ruther thun just subsistence produc-
ers. "We hope thut this conference will be
a cutdlyst, that it will bring people toyether

and make thinys redlly happen,” he suid,

adding that dlthough many African coun-
tries ure ygrowiny fust, the agri-sector is luy-
ging behind the rest of the economy —
despite its importunce.

The extended opening ceremony wus
uftended by u distinguished urray of yov-
ernment ministers, representutives of the
Europeun Union und the African Unhion
Commission, the governors of Nuirobi

County and the Cenfral Bank of Kenyag,

and leudiny figures from some of the key

purtners responsible for the conference.

In a keynote uddress by the Nigeriun
minister of uyriculture und rurul develojp-
ment, Akinwumi Ayodeli Adesinu, he
stated: "Unlocking finance for agriculture is
one of my yreut pussions," he said. He
udded that insteud of beiny u net im-
porter of food, Africu should be d net ex-
porter, but limited irrigution, poor
infrastructure, limited value-adding, high
post-harvest losses und — most importantly
—lack of uccess to credit meunt that furm-
ers ure failing to fulfil their potentidl.

Minister Adesina pointed out that dur-
ing the pust few yeurs, the Nigeriun Incen-
five-bused Risk Sharing System for
Agricultural Lending (NIRSAL) hud spent
$350 million und leveraged $3.5 billion from
bunks to support agricultural value chains.
And back in 2011, when he becume min-
ister of uyriculture, the proportion of bunk
lending to agriculture umounted to just
0.7% of totdl lendiny. By the end of this
yeur, that figure will have risen to 7.5%. he
remarked.

In his welcominyg speech, CTA director

www.txfnews.com/special/Fin4Ag
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Michael Hdilu pointed out that the confer-
ence had uttracted a wide range of dif-
ferent interests, both from the finuncial und
agricultural worlds. Particularly notable
wus the humber of representatives from
centrul bunks which ure beyinninyg to uct
us cutalysts for agriculturdl lending in other
purts of the world.

He suid: "There have been plenty of
other conferences und forums which have
touched on the issue of providing credit to
farmers. But | guarantee that this confer-
ence will be different from the others. In-
steud of dwelling on the problems — thut's
un eusy thing to do — we will be focusiny
onh whut cun be done dabout the prob-
lems, und showcusing specific cuse studies
and success stories.”

The conference wus officially opened
by His Excellency Willium Ruto, Deputy
President of Kenya,

The muih conference sessions und tusk
of highlighting success stories begaun in the
ufternoon of the first muin day, with a series
of sessions devoted to the three muih con-
ference streums. Reports on some of these
sessions through the course of the three prin-
cipul days cun be found oh the TXF News
FindAy subsite, the muin FindAy website und
dlso within this post conference report.

In the closing of the event, Millison Nurh,

chuair of AFRACA, and deputy governor of
the Bunk of Ghana described some of the
key points — or ‘tukeuwuys’ — to emerye
from the conference. He stressed the im-
portant role that central bunks were how
playiny in terms of finuncing the uyricul-
turdal sector. He dlso suggested that there
wus un urgent need to help furmers’ or-
ygunisutions build their cupucity und be-
come more business-suvvy.

He ulso urgued that governments
need to creute un environment to encour-
uge finuncial institutions fo work mMmore
closely with the agricultural sector. He
stated: "We need to leurh from countries
which huve been successful in resolving
the bofttlenecks to releusing funds to uyri-
culturdl value chuins." He pointed out Tun-
Zunid's success with warehouse receipt
systems und the Nigeriun Incentive-bused
Risk Sharing System for Agricultural Lend-
ing, us exumples of success.

CTA director Huilu sugyested that one
meusure of the conference's success was
the fact that the vast majority of partici-
founts had stuyed to the very end. He dlso
stated: "lt's u pity we have to repeut thut
smallholder farming should be seen s busi-
nesses, but we need to keep repedting it."

And reiterating g mujor theme, that of
estublishing u better understundinyg be-
tween fuarmers und financiers, he said: "We
need to build bridges between the two
sectors,und | believe thut this conference
has shown how we cun do thut." He dlso
noted that mauny of the sessions had tuken
the debute forward by yoiny beyond the
chdllenges fuced and hud come up with
u positive range of new ideus which could
now be pursued und exumined further.

The conference wus formully closed by
His Excellency Felix Koskei, Kenyd's minister
of agriculture, livestock und fisheries, who
stated: "Countries don't reduce their de-
fendence on uyriculture by yetting out of
it, but by getting better at it." And that, he
suid, would only happen if farmers had bet-
ter uccess to ufforduble credit. The FindAy
conference, he suid, had helped to identify
many hew puths to creuting closer relation-
ships between fuarmers und finunciers. &

A value chain is not a supply chain. A value
chain is a relationship between offtakers
and farmers and vice versa.

www.txfnews.com/special/Fin4Ag



INTERVIEW MICHAEL HAILU

CTA demonsirates
IS unique role In

style with FIin4Ag

TXF talks to Michael Hailu, director of the Technical Centre for Agricultural and Rural
Cooperation (CTA), about the unique role of the organisation now in its 30th year of operations.

TXF: This is the 30th anniversary
year of CTA. How do you view the
development of the agency so far
and what do you feel about the
direction you are taking CTA in at
the present time?

Michael Hailu (MH): Over the
yeurs, CTA hus built u strong net-
work in the agricultural sector
across Africu, Caribbeun and the
Pacific (ACP) countries. This hus
placed us in a very good position
to facilitute didlogue und experi-
enhce shuring umony farmers’
ygroups, policy makers, resedrchers,
extension ugents, youth and
women groups dund the private
sector. Such interactions help to
bredk barriers and dllow people to
leaurn from euch other. CTA hus
ulso been, und continues to be, u
major provider of ayricultural infor-
mation to d lurge humber of peo-
ple in ACP countries.

Since 2011, CTA hus under-
yonhe u mujor trunsformation us u
result of our hew strateyic plun,
which has re-focused our work on
three priorities — supporting the de-
velopment und implementution
of policies conducive to uyricul-
fure; promoting value chain de-
velopment, includinyg value chain
finunce; und building cupucity in
ICTs (information und communi-
cution technoloyies) und knowl-
edye munuygement. We dlso ygive
specific uttention to supportiny
youth und women in uyriculture. |
think CTA’s uhigue role is well
recoyghised und dppreciated by
our purtners und stakeholders, in-
cluding the Europeun Union und
the ACP Group.

TXF: CTA is charged with attention
to African, Caribbean Pacific
(ACP) markets. How important is it

fo ensure you are working across
the whole of the ACP specfrum?
MH: CTA is the only international
institution deliberately working to
conhnect Africu, Caribbeun und
the Pucific so thut they cun learn
from edch other in their efforts to
tfransform the agricultural sector.
Although these regions are far
apurt geoyraphicdlly, they face
many similar challenges in their
ayriculture und fisheries sectors.
What has worked in one region
cun be replicuted in another. For
exumple, CTA is helping countries
in the Pucific to develop their
agro-tourism by taking successful
lessons from the Curibbeun, which
has good experience in this ureu.,
Africu cun offer good lessons in
mobile payments und other ICT-
bused services that Caribbeun
and Pacific countries can ledrn
from. CTA helps by making the

www.txfnews.com/special/Fin4Ag
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conhnections wucross the three
regions.

TXF: Fin4Ag 2014 in Nairobi built on
the success of the previous year in
Kigali, how pleased are you as di-
rector with the way this year’s
conference has panned out?

MH: | must say that FindAg 2014 ex-
ceeded my expectdations in sev-
erdl ways,

First, the event uttracted high
level puarticipunts from govern-
ment und the private sector.

Second, it brought people to-
yether from the finuncial and ayri-
cultural sectors — u revolution by
itself us the Nigeriun Minister of
Ayriculture hoted at his keynote
uddress.

Third, the discussions throughout
the week were focused on solu-
fions und possibilities rather than on
froblems, us muny conferences of
this kind usuully fend to do.

Finally,| was pleased that many
feople cume up to Mme individu-
dlly und told me how they behe-
fitted from the conference. One
participunt suid he signed four
contracts during the week und
another noted that what he learnt
ut the conference was worth a full
yedr’s course ut university.

Michael Hailu, director of The
Technical Centre for Agricultural and
Rural Cooperation (CTA)

TXF: What major messages do you
feel CTA is delivering through this
major conference and how do
you think those messages/initia-
tives are being received?

MH: For CTA, the mdjor messuye is
that transforming smallholder agyri-
culture is key in achievinyg inclusive
growth in ACP countries und it is
critical that the financial sector is
fully enguged if smallholder agri-
culture is to be trunsformed into u
modern, profituble enterprise. We

were pleused 1o see, for exumple,

the seriousness with which the
central bunk governors who were

present ut the conference were
cohsidering supporting ugriculture
in their respective countries.

TXF: Going forward are there any
new inifiatives or changes in your
operations that you plan to incor-
porate?

MH: There ure u number of impor-
fant messages that came out of
the conference thut we will move
forward.

First, there were severdl finunc-
ing models that work which were
showcused ut the conference. We
will continue to provide u platform
that will dllow more people to
know ubout these models so that
they cun be up-sculed.

Secondly, us | suid earlier we
have seen u greut opportunity by
bringing the finunciul sector to-
gether with the agricultural sector.
We will do our best to support this
interaction ut different levels — ut
the level of policy und of working
cupitdl and investment finunce.

Third, the area of capucity
building - ie. building the know-
how of farmers in financial man-
agement and financiers in
agriculture wus identified us u pri-
ority. We will support initiatives to fill
the gups in this ureu. Bl

CTA is the only international institution deliberately
working to connect Africa, Caribbean and the
Pacific so that they can learn from each other in their
efforts to fransform the agricultural sector. Although
these regions are far apart geographically, they face
many similar challenges in their agriculture and

fisheries sectors.

www.txfnews.com/special/Fin4Ag



INTERVIEW LAMON RUTTEN

Changing the landscape
fo secure agri-financing
opportunities

TXF talks with Lamon Rutten, manager of policies, markets & ICT at the Technical Centre for
Agricultural and Rural Cooperation (CTA) about his vision for a changed landscape in agri-
financing throughout the African Caribbean Pacific (ACP) countries.

TXF: Given the massive funding
gap for many producers in the
African Caribbean Pacific (ACP),
how important is it in bringing
farmers/producers into contact
with logistics, financial services
and financial institutions? And,
how big is the education chal-
lenge?

Lamon Rutten: There is un overrid-
ing societul heed to reduce this
funding gup, both to ensure that
rapidly growing urbun populautions
remain supplied with affordable
food und fo get rurdl pojpulations
out of poverty traps. The gup exists
for a reuson, luryely the percep-
tion by finunce providers thut they
cunnot profitably and at un dac-
ceptuble risk fund farmers/pro-
ducers, directly or indirectly.
Amony other things, they are
often unawdare of the opportuni-
ties in short-distance (national or
infra-regional) value chuins — farm-
ers supplying cities with food -

which dare much larger than those
in the traditional export crops on
which most bunkers have been
focusingy.

Building links between farmers
and
through the medium of well-or-
yuhised vulue chuins, tuckles this
issue in u comprehensive munner:
it helps finunciers better under-
stand the opportunities und con-
straints in agriculture, permits them
to finunce ulony the whole chuin
from farm to fork, und reduces risks
for both farmers und finunciers.

Loyistics providers of various
kinds will be needed to properly
structure these value chains, and
much more attention should be
strengthening such
‘chuin infegrators’. The educution
chullenye is lurge, but before this
cun be tuckled we first need to
dedl with the perception chul-
lenge, that many financiers still
think it isn’t worthwhile to look into

finunciers, in  puarticular

ygiven to

agriculturdl finuncing opportuni-
ties.

TXF: What have been the stand-
out initiatives that you have seen
in ACP agri-financing in the last
couple of years?

LR: There ure yuite u few interest-
ing inifiatives under way, dlthough
we re still learning the lessons und
frying to interpret them for pur-
poses of sculing up.

Adri-loun guuruntee schemes
ure beinyg tested aguin, with u
new wuay of looking whether they
deliver vdlue for money. Ware-
house receipt finunce, including
colluteral munagement, is under
infense scrutiny. We're dlso trying
to yet to yrips with weduther insur-
ance. Financiers are starting to use
informaution und communicution
technoloyies (ICT) to develop hew
delivery models for ugri-finunce,
not just to automute existing Mod-
els (for exumple, to permit in-

www.txfnews.com/special/Fin4Ag
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vestors to provide invoice dis-
counting to farmers supplying info
national value chains). In addition,
countries ure sturting to infroduce
central collateral reyistries. All-in-
dll, uite u few initiatives ure under
wuay to develop viuble commod-
ity exchunge models, which dll in-
clude wdarehouse receipt systems.

TXF: With particular reference to
Africa, what are the major chal-
lenges/drawbacks to moving fi-
nancing forward? And what would
really make a difference to this?
LR: Finunciny or for that mutter,
agri-marketing opportunities ure
often construined by u set of fuc-
tors — poor infrustructure und loyis-
tics, disubling yovernment policies
und practices, dlonyg with poor
contractudl urrungements etc.,

There ure yuite u few uctions
that will be profitable for specific
groups, for exumple in setting up
better collateral munagement
services, replicating value chain fi-
nuncing models that huve proven
successful elsewhere, or muking
proper use of the lurge hew op-
portunities ICT offers, and over time
these benefits will udd up. But to
mauke rapid und comprehensive
forogress, concerted action dlony
different fronts is hecessury, which
in turn reyuires u yenuine williny-
ness to work in public-private purt-
nerships. This hus proven difficult in
practice, und when it comes to
uyriculturdl finunce, the best up-
frouch muy well be to focus ef-
forts on specific high-potentidl
trade corridors, for specific com-
modities.

TXF: You have spoken a lot about
rural product notes - (CPRs as
they are known in Brazil and

www.txfnews.com/special/Fin4Ag

across Latin America) - so do you
see this financial instrument as
something that could and should
be incorporated within African
agri financing?
LR: There dare big deficiencies in
bunk financing for agriculture in
Africu: there simply isn't enouyh of
it,in particular for longer tenors, us
bunks have not invested much in
understanding agriculture. Banks
by und lurge huve hot developed
dppropriute instruments for agyri-
lendiny; und they udd overly high
risk premiums, which together with
high loun delivery costs leud to
very high interest rutes.
Introducing competition from
cupitdul murkets cun help on dll
fronts. CPRs ure ohe possible instru-
ment. They require conditions that
in the short to medium-term will be
difficult to infroduce dt nationdl
levels, but which could be repli-
cuted through contractudl relu-
tionships within  more nurrow
environments, for exumple within
the confines of a commodity ex-

Lamon Rutten, manager of policies, markets & ICT at The Technical Centre for
Agricultural and Rural Cooperation (CTA)
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change system or perhaps even
un electronic collaterdl reyistry
system.

TXF: The warehouse receipt sys-
ftem across sub-Saharan Africa is
particularly patchy. Why is this,
and what can be done fo change
this is particular countries?

LR: In pust decudes, there hauve
been mussive investments in ware-
housing infrastructure in mMany
counftries, but warehouses were
seen us storuyge fucilities rather
than us loyistics services providers,
let ulone post-hurvest finuncing in-
struments.

Bunks have been using wure-
houses to support louns, but this
has been for, in principle, one-off
deuls, for u limited period und for
onhe client. Such bespoke urranyge-
ments ure expensive. We heed to
develop mModels thut permit finun-
ciers to use wurehouse receipt sys-
tems on d routine busis, at a much
lower cost.

Donors und governments cun
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help reduce leygyul und regulatory
costs (und risks); moving to elec-
tronic receipt systems will help;
und hew business models (like
Indid’s upprouch to colluteryl
munuygement) should reduce col-
lateral management costs.

TXF: Good and secure collateral
management is an essential ele-
ment fo upgrade the value chain
within agri financing. What is your
view with regard fo the potential
development of a pan-African col-
lateral management company? Is
it feasible and is it necessary?

LR: In the pust,und in some reyions
such as Latin Americu and Turkey
even how, it hus been common for
banks to set up colluteral man-
uyement subsidiuries to extend
their vaulting system, permitting
them to accept a wide array of
commodities in mMany locutions us
collateral for loans. Why wouldn’t
this work in Africu, us g market
penetration strategy for Africun
bunks?

A hew upprouch towards col-
|[aterdl munugement is in uny cuse
necessury: there ure less und less
internutionul colluteral munugye-
ment compunies uctive in Africy,
und locul compunies dre not
strong enough to give much com-
fort to banks. The criticdl issue for
colluterul munagement compuny
is to reuch critical mauss rapidly, so
that fixed costs are spread out
over muny trunsuctions und even

more importuntly, risks are well-di-
versified. The eusiest way fo
achieve this, in my opinion, is for a
number of finunciers inferested in
expunding their presence in the
ayricultural sector to jointly invest
in u colluterul mMunuyement com-
puny, which would first operate on
mandutes from its investors, und
then start serving other financiers.

Potential margins in agri-lending
are very high, und given demo-
gruphic trends opportunities will
ohly improve. So there is gyood
money in developing sound deliv-
ery mechunisms for ugri-lending,
and collateral management/credit
support is,in my opinion, one of the
low-hanging fruits.

TXF: Commodity exchanges ap-
pear to be making a real differ-
ence fo providing agri producers
with a fair and consistent price for
their products. How important do
you think the development and
spread of commodity exchanges
is in the African context?

LR: It is very importunt.In emeryginy
markets (und that included the
USA in the 19th century) commod-
ity exchunyes tend to tuke the
leud not just in providing price
franspurency, but dlso in reducing
the obstucles to longer-distunce
tfrading, improving the standards
und pructices in physicul frude,
and improving warehousing stan-
dards. Not to mention that ex-
chunges  cun infermediute

between investors und ugriculturdl
sector uctors, for example through
CPRs or through repo conftracts.
In Africu, the obstucles to ex-
changes dure now largely related
to government policies und prauc-
tices, nhot fto tfechnoloyy con-
straints  or
opportunities. There ure so muny
initiutives ongoiny thut these yov-
ernment obstucles ure bound to
be overcome in the cominyg yeurs.
TXF: What is your vision for the
future of agri-financing in Africu
and the ACP reygion dt large? Do
you envisuyge FindAy 2015 includ-
iny hew uspects and players?
More financiers at dll levels
(Micro finunce institutes, commer-
cidl banks, investors) will become
awure of the opportunities, und
will look for viuble lendiny instru-
ments und delivery models. Ex-
chunges of experience, like those
we orgunised at FindAyg 2014 in
Ndirobi, will permit a much steeper
ledarning curve.
| hope gyovernments und cen-
tfral bunks have become more
aware of their responsibilities in
providing the proper environment
for agricultural finance, und that
we will see more debute on ex-
uctly how they cun best do so. |
dlso hope we will see U lurger pur-
ticipution of vulue chdin inteyru-
tfors - service und
providers thut will help finunciers
to desigh and implement agyri-fi-
nancing schemes. il

lack of business

loyistics

We need to develop models that permit financiers to
use warehouse receipt systems on a routine basis, at
a much lower cost.
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Developing an
economy of scale
with warehouse
financing is a
message which
resounded at the
FindAg conference
in Nairobi.

By Helen Castell.

Finding real scale
with warehouse
receipt finance

One of the bigygest challenges with ware-
house receipt finunce is thut it needs to
reuch u certuin scule before the per-
ceived benefits to furmers und fraders jus-
tify the high costs ussociuted with
wdarehousing und colluterul munuygement.,

To uddress these costs und reuch criti-
cul muss, bunks heed to enguyge more
with colluteral munugers, tuke u more
prouctive role in ussessing on-the-yround
risks, und invest more in risk Munhuygement
tools und solutions like mMobile puyments.
Farmers heed to organise themselves info

groups to uchieve economies of scule,

und central bunks need to control the
high interest rates prevalent in Africa and
to recoyhise wdrehouse receipts so that
reyulutors cun develop u legul framework
that protects finunciers, speukers und del-

eyutes told the Fin4dAy conference.

Using the services of u colluteral man-
ager cun cost unything from $1,000 to
$10,000 u month, notes Richurd Wungwe,
East Africa director ut the Africa Enterprise
Chdallenge Fund. This is often prohibitively
high — especidlly for furmers who store
grain for lony periods with the dim of se-
curing u higher price for it luter — and is
slowing the industry’s growth.

*If he’s keeping grain for three months
but the cost of keepiny it is higher than
what he will get, he will not bring it hext
seuson,” he says.

Warehouse receipt finunce is ulso not
ulways used most efficiently. Contrary to
common belief, it is better suited to crops
with d liquid market that can be sold
yuickly thun to crops where u buyer is hot

The cost of a warehousing system can

be covered more easily if produce is
moving in and out of it regularly, rather
than being hoarded for long periods in the

hope of a price rise.
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always immediute, Wangwe drgues. The
cost of u wurehousing system cun be cov-
ered more eusily if produce is movinyg in
and out of it regulurly, rather than beiny
hourded for lony periods in the hope of u
forice rise, he expluins.

The costs of using u collateral munayer

cun uct us u “disincentive” for furmers,

wiping out uny guins they make from using
the service, agrees Abdou Mutieyedou
Kohlumbiyue, progrumme officer, maurket
access programme ut AGRA.

“*We need to innovute, und develop
risk-munagement tools to mauke it work,”
he says.

CRDB Bunk in Tunzuniu hus munuyged
to cut the interest rates for its warehouse
receipt finance product to just 4%, accord-

ing to Bohuy Nicomed, senior munugyer,

R
AR
BT

uyribusiness und syndicutions.

It does this by wrapping it inside a wider
vdlue chuin finunce solution under which
it uses letters of credit to finuhce the pur-
chuse of furmer inputs from suppliers in Eu-
rope. These suppliers offer six mMonths of
credit ut very low rutes, dllowing CRDB to
effectively ‘import” Europe’s low interest-
rate environment into Africa, he says. Intro-
duciny electronic puyment solutions for
farmers hus dlso helped to reduce the
bank’s costs.

Farmers too have a role to play. Ware-
housing relies on volumes to be economi-
cully viable, so furmer orgunisations heed
to strengthen their cupucity for agyregyu-
fion und collective marketing, says Gideon
E Onumuah, agricultural economist and
rural finance specidlist ut the UK's Univer-
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sity of Greenwich.

Governments und central bunks have
u responsibility to munuye fiscul policy to
lower the cost of funding for financial insti-
tutions, suys Sumuel Ndongu ut Kenyu's
Chuse Bunk, which recently launched a
wdrehouse receipt finunce pilot, They dlso
need to refrain from interventions — such as
arfificially setting the price of certuin crops
— that muke wdrehouse receipt finunce
unworkuble.

Chuse Bunk hus so far lent around $1
million under its pilot, finuncing up to 65%
of the vdlue of produce beiny stored. So
far, dll louns disbursed huve been repuid

und it will evaluate the pilot in August to
look ut ways of expunding it.

A closer relutionship between bunks
und colluteral munugers could ulso help
reduce the risks — und therefore costs — of
warehouse receipt finunce, uccording to
Onumah.

Despite its greut potential, Africa’s col-
laterdl maunagement industry is shrinking
rather than growiny, he suys. Inspection
compunies dre goiny out of business or
limiting their uctivities to busic stock count-
ing und yuulity checks, rather thun provid-
ing u 360-deyree service thut uctively
sufeguurds stored produce uguinst the el-
ements, theft and fraud, he says.

Part of the problem is that newcomers
struyyle to secure professionul indemnity
insurunce or, if they cun, the costs ure pro-
hibitively high.

A bigyger problem thouygh is that banks
ure hot rigorous enouygh ubout checking
colluterdl munagers ure doinyg their job.
While most bunks follow the ‘khow your
customer’ muntry, *we suy ‘don’t just look
ut the borrower. After looking ut your client,
look at the custodiun’,” says Onumuh.

Ultimately, regulatory systems heed to
be developed thut provide proper over-
sight of colluteral munagers. Until that
point though, bunks heed to tuke more re-
sponsibility for this themselves, he suys. “The
lack of specific wdrehouse leyislation
should not delay the development of this
system.”

Warehousing relies on volumes to be
economically viable, so farmer
organisations need to strengthen their
capacity for aggregation and collective

marketing.
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Nine-countiry

assessment of
WRF provides
way forward

A hew study intfo warehouse receipts und
colluteral munagement was unveiled at
the FindAy conference in Nuirobi.

The 200-puye report dissects the expe-
riences of hine countries exumining lessons
ledrned und highlighting potential ways
forward in one of the most exciting fields of
ayriculturdl finunce.

The interim report, entitled: 'Study on
dppropriate warehousing und collaterdl
maunhagement systems fo promote access
to finahce through wdrehouse receipt fi-
hanhce (und other forms of usset-based fi-
hance) in favour of smallholder farmers in

sub-Saharan Africa and Madagascar’,

wus commissioned by the Netherlunds-
headyuurtered Technicul Centre for Agri-
cultural and Rural Cooperation (CTA) und
the African Rural and Agricultural Credit
Associution (AFRACA), und is u colluboru-
tion involving law firm Sullivan & Worcester
und J Coulter Consulting.

[t focuses on Burkinu Fuso, Cumeroon,

Ghunuy, Niger, Senegul, Ugaundu, Mozum-
biyue, Cote d’Ivoire und Muduguscuar.
Maduguscur’s community warehouse
system — under which farmers store pro-
duce under their own hame in funder - or
communully ownhed storauge facilities — is

ohe of the success stories highlighted in
the report.

Two leuding microfinunce institutions
(MFIs), refinunced by banks, have “built
themselves uround the product from the
beyinning”, leuding to “wholeheurted”
adoption, suid Johuthan Coulter, director
at J Coulter Consulting, ut the mediu
roundtuble luunch ut FindAy. The system
has had o positive impuct on farmers’
livelihoods und ulso helped stubilise prices.

Maduguscuar ulso demonstrates how
community warehousing cun be u sprinyg-
bourd for privute warehousing, with MFls
dlreudy moviny towards collective ware-
houses o bring down monitoring costs, he
said.

Chdllenges, however,include instances
of risky behaviour, such us the finuncing of
crops with a 100% loun to value rate. The
nhutionul regulator needs to focus on regu-
lating not just MFIs but the product, und

more technicul ussistunce is required,

Coulter suid.

Within public warehousing overdll, un-
other challenye is that sites with capacity
of less thun 1,500 tohnes cun be econom-
icdlly unviable.

The report dlso examines the leydl

A new report on the
development of
warehouse receipt
financing (WRF) was
launched at the
FindAg conference
which examines
the financing
mechanism in nine
African markets.

By Helen Castell.
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structures thut support or inhibit warehouse
financing in the nine countries, und fro-
poses ways forward.

“The leyul frumework — or the luck of it —
in any jurisdiction is going to have a mussive
impact onh warehouse receipt finunce,”
whether you ure g smullholder, colluterdl
munuyer, MFI or bunk, hoted Sum Fowler-
Holmes, ussociate ut Sullivan & Worcester.

Five of the countries in the report are
purt of the so-culled OHADA group, which
have u shared leyul framework. “Trying to
develop u wdarehouse law that could
ypply ucross dll of them is incredibly diffi-
cult” und this means that there is “very lim-
ited regulation in place for some of the key
participants in the warehousing chain,”
suid Fowler-Holmes.

Of these, Cote d’lvoire hus perhups
made the most progress in credfing d
yuusi-system supporting warehouse  fi-
nunce.There is, for exumple, u luw in pluce
that requires collateral managers to be li-
cehsed by the government and to hold in-
surunce cover uyuinst theft, fire und
dumuge. There are dlso special regulu-
tions for colluteral munagers dedling in
coffee,cocou,cofton and cushew nuts as

www.txfnews.com/special/Fin4Ag

well as commodity-specific stundurds thut
frovide comfort to lenders, he suid.

There is however u question mark over
when proposed wurehouse finuncing ley-
islation — initidlly plunned to be voted on
by parliament in April 2014 - will be pushed
through.

The report dlso mukes recommendu-
tions that could support warehouse re-
ceipt finunce in muny of the countries
covered.

These include the licensing of wdare-
houses, wurehouse operators und collut-
erdl munugers to improve confidence in
the system, uccording to Geoffrey Wynne,
director at Sullivan & Worcester. Countries
dre dlso udvised to creute heyotiuble
wdrehouse receipts — a move that would
help with fuking security of goods und
transferring title.

Countries should ubolish staump duties
and lower or remove reyistration fees to in-
centivise reyistration, he said. They should
dlso infroduce the legul right to enforce se-
curity by private sule and ure udvised to
creute electronic colluterdl reyistries thut
dre uccessible by the public,the report us-
serted. ®l
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In an engrossing and
lively session, four
highly experienced
practitioners
debated the
progress of African
commodity
exchanges.

By Jonathan Bell.

Building commodity
exchanges with

integrity

Panellists

Lamon Rutten, manager of policies,
markets & ICT ut the Technical Centre
for Agricultural and Rural Cooperdtion
(CTA), Netherlands

Adam Gross, investment and cupitdl
maurkets advisor, NEPAD Business
Council, South Africu

Kristian Schach Mgller, chief executive
officer, Agricultural Commodity
Exchanye for Africa (ACE), Malawi

Rod Gravelet-Blondin, senior udvisor,

East Africa Exchange (EAX), Rwanda

The first ‘modern’ commodity exchunges
in Africu were creuted in Zambiu und Zim-

bubwe in 1994, und in South Africu in 1995,

While the first two fdiled, the South African
Futures Exchunge (SAFEX), u response to
the government’s withdrawal from agricul-
turdl trade, went on to become Africu’s
largest.

A little over u decude luter, 2008 suw
the launch of the Ethiopian Commodity
Exchunge (ECX), which is how the second
largest. Unlike the eurlier initiutives, ECX wus
u government venture, buoyed by mussive
government und donor support: it showed
that u commodity exchanyge cun be suc-
cessful even in u country with poor infru-

www.txfnews.com/special/Fin4Ag

structure und un underdeveloped com-
modity sector. Meunwhile, Mulawi’s Ayri-
cultural Commodity Exchange (ACE) hus
uchieved sustuined volumes despite luck-
ing such mussive support.

A count of Africun exchunge initiutives
shows that there are, or have been, ex-
chunye initiutives of some sort in 28 coun-
tries,includinyg humerous hutional initiutives
dlonygside u few umbitious and well-
funded sub-regiondl and reygionul ones.

There is u widespreud view thut ex-
chunyges huve the potentidl to chanye
the lundscupe of commodity finance in
Africu, But crucidl to the development of
exchunges is the infroduction and wide-
spreud use of u viuble warehouse receipts
system.

And as Lamon Rutten, manager of poli-
cies,markets & ICT at the Technicul Centre
for Agricultural and Rural Cooperdtion
(CTA). declared at the sturt of the session,
the link between wurehouse receipts und
commodity exchungyes is cleur, us it is u
process thut enables farmers to yet better
rates in U More secure system.

Adum Gross, investment and cuapitdl
markets udvisor, NEPAD Business Foundu-
tion, South Africu, outlined the fundumen-
tals of commodity exchunges. He stuted:
"A successful warehouse receipt system
benefits from u commodity exchunge.

“First, you heed the exchunye for valu-
ution of the crops. A commodity ex-
chunge dllows u bank to cleurly see the
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vdlue of the colluteral against which they
finunce warehouse receipts. In this way,
they can be less risk averse in terms of the
loun-to-vdlue ratios they set.

“Second, should there be a default, u
bunk may need to seize und liyuidate col-
lateral, Having a liquid commodity ex-
chunyge improves the efficiency of this
process, und thus mukes bunks more likely
to lend in the first pluce.

“Third, o commodity futures exchunye
enubles mitigution of price risk through
hedying the position. In South Africu, be-
cuuse mauny farmers lock in u forwurd
frice, the loun-to-vulue ratios cun reuch
as high as 100%.

“Fourth, cleuring und settlement is so
importaunt — and eqyudlly cruciul to the
whole process. A disciplined settlement
cycle ensures fimely execution of transac-

tions without worries ubout yuadlity and
yuantity disputes or payment delays.

“All of these elements ure importunt for
the bunks, us it meuns that there is settle-
ment of the physicul side dt the right fime
and in the right amount. This system works
in Latin Americu, Asiu, Eastern Europe und
South Africu, but we still don’t huve this
proper process in the rest of sub-Saharan
Africa. This should be critical for Africu
yoiny forward.”

Kristiun Schach Mgiller, chief executive
officer, Agricultural Commodity Exchaunge
for Africu (ACE), Mdluwi, provided u pres-
entation to delegutes of how the ACE ex-
chunge hus developed in Malawi.

“The ACE commodity exchunge in
Mdlawi is bused on three pillars: market in-
formation, frade facilitution and the ware-
house receipt system,” stated Mgiller.

www.txfnews.com/special/Fin4Ag
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“We reully wunt to reuch the smallhold-
ers, we promote forwurd contruct; we
don’t want them to lose out because of
price speculation. We ulso want to ensure
that farmers get their warehouse receipts
eurlier in the season, which would help
them in their own cush-flow.

“We traded 60,000 fonhnes lust yedar,

and we huave avuiluble certified storage
today of 155,000 tonnes. To dute this year
we huave financed $12 million worth of
Crops.”

And in Malawi, he noted: “A lot of the
demund for wurehouse receipts hus been
developed by the World Food Programme
(WFP), becuuse they ure the buyer of a lot
of the receipts.”

Rod Gruvelet-Blondin, senior advisor,

East Africu Exchunyge (EAX), Rwundu, who
wus dlso highly instrumental in building the
South Africun SAFEX uyricultural commod-
ity exchunyge, expluined what he und oth-
ers dre now doiny in relation to the EAX
operutions.

“"We look to set up viuble und sustuin-
uble commodity exchanges. And this is
becuuse we bring 100% yuurunteed col-
lauterdl munuygement with that commodity
exchunge. We bring cutting-edge tech-
noloyy und we yuuruntee settlement for
the users of the exchunye,” suys Blondin.

“There is one single word thut is essen-
tial for u successful commodity exchunyge
- and that word is infegrity. If you don’t
have that then the exchunge delivers
nothing.

“And colluteral munugement is aun es-
sential element. If you link a secure and

recognised colluteral munugement serv-
ice und system to un exchunye, the seller
knows whuat he is yetting sold. Ah ex-
chunye is effectively ho more than secure
fuyment for secure product. And | believe
that commodity exchaunges cun bring so
much to this continent of ours.

“"We start with spot trading, but we do
heed to dedl with price risk. Derivatives
bring u huge udbility to munuge those
price risks. So, we heed to develop ex-
chunyes with inteyrity.”

Blondin udded: "Wurehouse receipts in
the pust were just delivery mechanisms —
nowuduys warehouse receipts bucked by
solid collateral munagement dllows you to
uccess finunce. Warehouse receipt puper
is valuuble,und needs to be kept in u vault
- the wurehouse holds u copy und the de-
positor hus a copy und the origindl is
traded. But we heed to move uway from
this —which is why we have developed the
electronic receipt process.

"Anyone setting up dnh exchunye
today, should immediately opt for un elec-
tronic receipt system. They yive you u full
audit trail, and as such it redlly minimises
fraud. With SAFEX for exumple, this system
is housed with PricewaterhouseCoopers
(PwC) - so you have that added security
t00.”

The concept of multiple exchanges

Taking the discussion buck to the dele-
yutes, session moderator Rutten, noted:
“The tuy line of this session wus ‘tfrade with
trust’. You cun build inteyrity, so thut peo-
ple cun trude commodities with trust. We

In Africq, it is ridiculous that a government
should want fo manage an exchange. It
needs to be competitive. This is good for

everybody.
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wunt to see the development of islunds of
excellence.”
In a yuestion from the floor, Elenwor

Ihua, executive director, Nerfund in Abuju,

Nigeriu, usked: “"Cun you huve multiple ex-
changes in any ohe country?”

Mgller of ACE responded: "l think if you
have the right regulation then it is hedlthy
to have multiple exchunges. It should be
free for dll. The dynhumics of how euch ex-
chunyge works should be the sume. ACE is
a donor funded programme. So, this gives
us un udvuntuge to implement these serv-
ices to rurul ureus — not dll exchunyes will
be dble to have such u scope. But in
Mdalawi, where | work, we have u group of
farmers with one to two dcres who mude
$30,000 profit combined using warehouse
receipts.”

Blondin dlso provided significant insight

o

from his mauny years of experience: “Yes —
multiple exchanges in uny one country, of
course. You cun breuk them up into yeo-
graphic ureus or product ureus us they do
in Chinu for exumple. The cruciul fuctor for
survivdl is: does the exchunge add value?
Does it have integrity?

“The only redl downside to wutch out
for is that the spreud of multiple ex-
changyes in uny one country does hot im-
puct on liuidity. In the model we have
developed, the exchanges will lease the
warehouses. In Nigeria, there ure loauds of
wdarehouses avdilable. But what is redlly
needed is munugement of the exchanges.

“In South Africu, SAFEX hus probubly
failed in reuchinyg smallholder furmers. So
how could you remedy that? This would be
possible by working with cooperatives und
aygyreygators.
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“We (EAX) ure now working with u col-
|ateral manayger — Collateral Management
International (CMI) from South Africa — for
the sturt of any exchunge.

"When we dre using spot contructs,

you cuh use uny commodity. But when you
yo info derivutives it is much more limited.
But the more confidence there is in the
colluteral munugement compuny, then
the better it is.

“Is there arisk for the bank? If prices fuill,

then we dllow the bunk to liyuidute the
product. Goiny forward, we would like the
Africun Development Bunk to be purt of u
yguuruntee fund that could be put in pluce
to dllow a commercidal bunk to lend d
higher umount to the producer in u more
secure munner.”

Rutten, who hus muny years experi-
ence in estublishing u commodity ex-
chunye in Indiu, remarked: “In Indiu, we
set up un exchange which hus fucilituted
more than $8.6 billion over the pust few
yeurs. And in thut set up, the colluterdl
munauyer works for the bunk. In Africy, it is
ridiculous that u government should wunt
tfo munhuye un exchunyge. It heeds to be
competitive. This is yood for everybody.

“In the US, for exumple, when com-
modity exchunyges were first beiny estub-
lished, they spreud to have more thun 40
of them. Now there ure four. There is naturadl
consolidution.”

Gross ulso sees the benefits in having u
mulfiple exchunge system dund even
broudening this to u regionul exchunge.
He stuted: "Yes, it cun be enhcouruged us
it leads to beneficial experimentation —
giving the maurket meuninygful choices

ubout what works best. Competition dlso
tends fo muke exchanhyes more respon-
sive to their users. We should dlso think
ubout hutionul versus regionul exchunges.
Ultimately, if you have entrepreneurs that
want to build d regionul exchange, then
yes | believe they should have the freedom
to yo for it, subject to compliunce with rel-
evant regulations.”

Zambia in the spotlight

A yuestion on the development of u com-
modity exchanhyge in Zambia cume from
one of the deleyutes. The yuestion is pur-
ticularly relevant as some yeurs ugo dn
ugriculturul exchunye wus set up, only to
flounder becuuse the exchunge did hot
work for dll the parties involved.

Outlining some of the activity that ACE
is involved in, Mgller stated: “ACE hus tried
to put out feelers to do trades for Zumbiu,
but there is an overdill reluctance for Zam-
bia to yget involved. EAX is dlso looking
there.

“ACE is trying to build some reygiondl
tfrade corridors, ie with Harare in Zimbabwe
for soybeun meul. There is u biy liguidity
problem in Zimbubwe right now. But by
buying soyu medl through u warehouse re-
ceipt system we cun yet round some of
these liquidity problems. And u commodity
exchunge cun be u driver of these re-
ygionhul trade corridors. It's all about fucili-
tuting it

“"We uare looking to creute some re-
ygional corridors. We dre looking at Zambia,
Mozumbiyue und Tunzuniu for these corri-
dors to grow haturdlly. Regionul exchunges
ure the way to grow. And electronic ex-

There is one single word that is essential for
a successful commodity exchange - and
that word is integrity. If you don’t have that
then the exchange delivers nothing.
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chunhyes can redlly muke this u lot edsier.
In addition, this will help with overull food
security. Regionul exchunges reully make
sense.”

A deleyute from the floor commented
that she has the impression that the gyov-
ernment in Zambid is hot keen on com-
modity exchunyges how becuuse it thinks
they benefit commercial farmers too
much und heylect the interests of smull-
holders.

Respondiny to this, Gross from NEPAD,

suid: “In Zumbiyu, in un early commodity
exchanyge model, it appeured us though
the exchunyge muy have been driven by
the truders. But ¢ lot of value does come
farmers and large
tfraders — they dre essentidl to liquidity, effi-
ciency und commerciul sustuinability for
the exchange. However, un exchunyge

from commerciul

should seek to udd value und ultimately
provide benefit to dll stakeholders — both
sides of the trunsuction — und in Zumbiu
that meuns the smuallholder farmers. Ex-
changes dlso therefore have to strive to be
inclusive und fransparent.”

Rutten of CTA added: “You cun’t have
an exchange that only benefits the sellers.
It needs to benefit buyers. Ethiopiu, Muluwi
und EAX are dll exumples of where ex-
chunges have succeeded.”

And, in u final yuestion on the use of in-
surunce, Blondin reiterated the impor-
tance of using dnh experienced dand
knowledgeuble collateral manager. He
stated: “There will always be risks in agricul-
ture. Insurance is just one option or ool
that can be used. EAX uses u very well or-
yunised colluterul munuger for its uctivity.”

In uddition, Mgller interestingly reveuled
that ACE is talking to ATl (Africun Trade In-
surunce) ubout the development of u
wdrehouse bond for Malawi,

Final message

In concluding the session, moderutor Rut-
ten asked the three panellists to provide G
brief final word on the future development

[

of commodity exchunyges in Africa.

Mgller at ACE, suid: "l would like to have
some fund munugyers to set up the con-
cept of the Agriculture Storage Investment
Fund (ASIF),so thuat we cun fucilitute a rurdl
storuye infrustructure for the private sector
and thereby significantly scule the ware-
house receipt system. | look forward to the
duy when ACE doesnh’t have to rely on
fundinyg from development purthers.”

And Gross stuted: *| feel that govern-
ments should put in pluce the licensiny
and regulutory fraumework und should let
any entfrepreneur that meets the licensing
criteriu come und set up commodity ex-
chunges freely, rather than there beiny
some kind of upprouch to pre-select the
winners. Let the market decide their pref-
erences for u business model.”

While Blondin from EAX, concluded: "I
would second those sentiments. As Mun-
delu suid: ‘Let my people yo!'” N

www.txfnews.com/special/Fin4Ag




FINAAG POST-CONFERENCE REPORT

In the frame -
Nairobi FindAg

A selection of images from the Fin4dAg Nairobi conference. These and further
images can also be found at: https://www.flickr.com/photos/126512539@N03/
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Collateral
management is an
essential element in
the warehouse
receipt finance
process and the
further extension of
commodity
exchanges. And
closely associated
with that, the
concept of a pan-
African collateral
management
company is
something that
many are pushing
for.

By Jonathan Bell.

Evaluating a
pan-Afri

can

proposition

‘The Ins und Outs of u Successful Ware-
house Receipt Fihunce System’ session Gt
the FindAy Nuirobi conference ut the

close of duy two of the mdain programme,

took the form of u punel presentution und
discussion where much of the attention fo-
cused on the importunt role thut collateral
managers play within the warehouse re-
ceipt process for uyri-commodities und
the development of colluteral munuye-
ment compunies throughout Africa.

For some time now there hus been the
ideu of u potentiul pun-Africun colluterdl
management compuny with multiple, di-
verse investors combining to form such u
compuny that could have d presence

Collateral management
in a nutshell

As bunks mostly lend qagainst the
colluterdl of fixed ussets, the majority of
commodity value chuin uctors, like most
of the smuall und medium enterprise
sector, ure short of working cupitdl.
Colluteral munhagement cun uhlock
flouting assets, in particular commodity
stocks, us valid colluteral for financiers,
thus greutly enhancing dccess to
working cuapital finunce. Here, the
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und authority across much of the conti-
nent. And it is urgued thut such u setf-up
could provide colluteral management
services to u much brouder runye of uyri
froducers thun those uble to utilise such
services toduy.

Speuking on the potentiul of u pun-
Africaun compuny, Alex Kwuayu, director,
CGS Collateral Control Compuny, bused in
Dar es Suluum, Tanzania said that investors
for such u compuny could be drawn from
u runye of institutions such us: commerciul
bunks — us nuturdl users of the service, de-
velopment investment
bunks, microfinance bunks, socidl security
orgunisutions, und even traders und ven-

orgunisutions,

finuncier enguyes u third party, culled u
colluteral munager, to fuke physicul
conftrol over the inventory at a borrower's
premises. The colluterul munuyer
effectively removes control over the
stock from the borrower. He provides
ussurance over the continued presence
of the commodities, and is ligble to the
bank if,in the cuse of u loun default, the
baunk finds that the commodities ure no
longer present. Collateral munagement
has proven un effective tool in lendiny
worldwide. B



FOCUS ON COLLATERAL MANAGEMENT
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Revolutionising
finance for
agri-value chains
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Alex Kwayu, director with CGS Collateral Control Company

ture cupitulists.

Kwayu stuted that in order to estublish
such u venture it heeded the estublish-
ment of u steering committee to drive the
plan through. The committee would, he
sugygested: design the orgunisutfion sftruc-

ture, heyotiute with prospective investors,

reyister the compuny, recommend mem-
bers of the bourd,recommend u top Mun-
ugement teum fo the board, and oversee
the execution of the first fransactions to
ensure u smooth handover to the maun-
ugement teum.

And in eluboruting further on the sub-
ject of investors, Kwayu hoted that: “It's not
u hew conhcept to have banks investing in
a colluterul munagement compuny. In
Tanzuniyu, | know of one bunk thut invests in
colluteral munugement.”

In findlising his presentution on the
prospects for u pun-Africun colluterul
management compuny, Kwayu declared:
“Collaterdl management acts as a reliuble
delivery platform for u commodity ex-
chunge. Toduy the lurgest colluteral maun-
agers in Latin America und Turkey dre
owhed by bunks. Let us do it how!”

In the discussion which followed, Abdou
Konlumbigue, progrumme officer market

access, Alliunce for a Green Revolution in
Africa (AGRA), bused in Accra, Ghanu,
stuted that in most countries there is no
regulution for collateral munagyers, und
whatever is set up it would heed d regulu-
tory body to oversee operutions. He dlso
commented that only by setting up d sys-
tem for properly reguluted colluteral man-
ugers would the quulity of produce be
improved in un efficient und consistent
munner.

In ¢ response to this from the floor, one
delegute commented that a pun-African
collateral munugement ussociution would
be u more uppropriute institution than u
compuny.

In further responses from the floor,
Jonhuthan Coulter of J Coulter Consulting
stated: “As reyurds to setting up d pun-
Africun firm, there is dlreudy massive com-
petition from firms in South Africu.” He went
oh fo dlso hote: “Generdlly, collateral man-
agers do hot yuurantee yudlity, they tend
to focus on yuantity. And in public ware-
house systems, there is dlreudy significant
expertise.”

The session Moderutor, Rod Gravelet-
Blondin, senior advisor, Eust Africu Ex-
chunge (EAX), pointed out thut he khew
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Rod Gravelet-Blondin, senior advisor, East Africa Exchange

of at leust ohe African collateral manage-
ment compuny thut would yuuruntee
100% quulity — ie enhsure that the sume
yuulity of produce is hunded over follow-
ing warehouse storage. What of course, is
not possible he noted, is the improvement
of wurehoused product yudlity.

Also on the punel, Nicholus Budd, for-
mer purther with White & Cuse in Puris, und
now d pdart-fime consultant with the Inter-
nationdl
pointed out the exumple of Chinu. In that
country he suid: "The Chihese government
is creuting u collateral maunugement com-
puny to deul with steel.” He ulso noted
that this is something that the IFC is helping
to sponsor.

Further to this, he ulso stuted thut there
had been two exumples where bunks had
tried to estublish colluterul munuyement

Finunce Corporution (IFC),

compunies themselves. In the first instance,
he noted thut ABSA hud sought to set up
u field wurehouse system for southern
Africun counftries, dlthough they subse-
yuently withdrew becuuse of various prob-
lems. In addition, he said, Citi had dlso set
up u colluteral frust compuany. But this, al-
thouygh well defined, dlso fuiled in practice.
Budd stuted: “The redlity was that hone
of the other baunks would do business
with this compuny becuuse of bunk confi-
dentiality.”

Budd dlso hoted the heed for govern-
ment reguldtion, pointing out thut if lever-
uye exceeded u certuin point, in relution
to colluteral munugement set up und uc-
tivity, it could contravene competition law.

Konlumbigue stated that there is u
mujor issue reluted to confidence in uny
system that is set up. Speuking on ware-

There are a lot of trade opportunities
between African countries, so we should
support a proper pan-African collateral
management initiative.
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Jonathan Coulter, consultant, J Coulter Consulting (left)

house receipt systems, he stated: “You
need to know the trader will accept the
(warehouse) receipt. You heed to trust in
the system.”

With proper colluteral munagement,

most observers of African agri-trading
agree that the overdll level of frades would

significantly increuse. Richurd Wangwe,

Eust Africu director, Africu Enterprise Chul-
lenye Fund (AECF), bused in Nuirobi,com-
mented: "The concept of the waurehouse
receipt system best works in u heulthy frad-
ing environment. So we heed o ehcour-
uye the purticipunts to trade. The more
trudes you muke the more viuble the sys-
tem becomes. In Ugundu, for exumple, co-
operutives that stored their crops und
wuited for the price to yo up simply went
out of business. The system works when

there is regular frading. But standards heed
to be udhered to.”

And directly referring to the concept of
U pun-Africun compuny, he remuarked:
“This is un opportunity. There dre a lot of
frude opportunities between Africun
countries, so we should support u proper
pun-Africun colluteral maunugement initia-
tive.”

In wrapping up the session, Gravelet-
Blondin, concluded: “This is u fuscinutiny
dareu of discussion, und colluteral munuye-
ment overdll is un issue that is of prime im-
portance. We have only just scratched the
surfuce here toduy.

“"CTA needs to huve u conference on
just warehouse finunce and colluteral
munugement. But, the underlying fuctor
should be tfransparency.” B

As regards to setting up a pan-African firm,
there is already massive competition from

firmns in South Africa.
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Agriculture is
tapping into
alternative sources
of finance, from
crowdfunding to
factoring.

By Helen Castell.

Exploring new

frontiers Iin
agri-finance

Agriculture is thinking beyond the chul-
lenges it oftfen faces with bank finance by
stepping boldly infto new frontiers. While
farmers tup hext-generution finuncing
sources like crowdfunding, specidlist funds
are lining up to invest in the sector und
tools like fuctoring ure beiny udupted to
fit agribusiness heeds.

Crowdfunding improves farmers’
bankability

A recent expunsion in crowdfunding is hot
only dllowing farmers to invest in vitul mu-
chinery or inputs, but cun help them prove
their creditworthiness und eventudlly yrad-
uute on fo bunk finance, spedkers told u
session on duy three of the Fin4Ay confer-
ence in Nuirobi.

CTA launched this February u crowad-
funding pilot that has so far financed 60
farmers through u tie-up with market
leuder Kivu,

“Finunce is one of the key elements
farmers need to fransit from subsistence to

commerciul,” CTA's ICT4D programme co-
ordinutor Ken Lohento told delegutes.

The programme tackles repayment risk
by channelling money through community
groups. Locul guarantors vouch for furmers
that receive louns while other heighbour
farmers support them with fechnicul ussis-
tance to help ensure that the project they
ure borrowiny for succeeds.

Kiva’s crowdfunding plutform has dl-
reudy facilituted the disbursement of
700,000 louns with a combined vualue of
$590 million in More thun 77 countries, its
regionul representutive for Anglophone
Africa, Duvid Kitusu, fold the sume session.

By helping individuuls und orgunisu-
tiohs extend interest-free louns to farmers,
crowdfundinyg “empowers the bottom of
the pyramid,” Kitusa says.

Caribbean farmers prepare ground for
factoring

The Cuaribbeun is ut the forefront of u
move to boost furmers’ cush flow by up-

By forcing investors to look further dfield for
returns, the global financial crisis was partly
responsible for the birth of new agricultural

investment funds.
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plying traditional trade finance products
like fuctoring to ugriculture.

With factoring, producers of goods or
services sell their ‘receivables’ (invoices) to
factoring companies for instant cush, ul-
beit slightly less than their fuce value. The
benefit to farmers is that they cun plough
money straight back into inputs for new
crops without having to wdait for payment.,
They dlso sufegyuaurd themselves from the
risk that a buyer will be unwilling or unable
to puy.

Without factoring, it can take six o
eight weeks for furmers to yet puid for their
produce, Jethro Greene, chief coordinutor
of the Cuaribbean Farmers Network
(CuFAN), told u session ut Fin4Ay.

CJFAN is pushing for yreuter inteyru-
fion of the scutftered Caribbeaun islands’
financidl systems to help support wider
adoption of factoring. And  with
Cuaribbeun farmers generating $100 million
per year from selling their produce to or-
gunised buyers, they dlready have the

scule necessury to enuble fuctoring,

Greene suys.

Factoring company FactorPlus dlso
sees the environment in the Curibbeun
becoming more conducive to fuctoriny
now that more farmers are familiar with the
foroduct.

Chullenges remuin, but FuctorPlus is
ambitious, according to yenheral munager
Niko Kluyver.

“We need u pun-Caribbean factoring
product rolled out across islands to redlise
volumes und buyer diversification,” he
SUysS,

Financial crisis spawns new breed of
agricultural investment funds

Africu hus been the bigyest beneficiary of
U buby boom in hew uyriculturdl invest-
ment funds (AlFs) over the pust decude,
delegutes heurd on another session af
FindAgy.

Forty percent of hew AlFs formed over
the period focus on Africa, uccording to
Cualvin Miller, senior officer und leuder -
agribusiness and finahce group dt the
Food und Agriculture Organisation of the
UN (FAO).

The growth demonstrates how strony
returns on investment, greuter risk-shariny
mechunisms und the support of yovern-
ments and development ugencies dare
helping override the perception that
African agriculture is high risk.

By forcing investors to look further ufield
for returns, the globdl financial crisis wus
purtly responsible for the birth of hew AlFs.

At the sume time, specidlist funds like
Incofin Investment Munugement und Root
Capital have sharpened their focus on
‘impuct investing” — uiming to promote fi-
nancidl inclusion und support farmers with
technicul ussistunce und truining in busi-
ness skills. W
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Afreximbank
president, Jean-Louis
Ekra, spells out the
need for further
agricultural product
processing within
Africa.

By Jonathan Bell.

Afreximbank’s
crucial role In
value-added agri

projects

*Africa requires $21 billion over the hext 10
yedurs to fill the finunce gyup in agriculturdl
finunciny,” remarked Jeun-Louis Ekru, pres-
ident of Africun Export-Import Bank (Afrex-
imbank) during the ‘Best pructices in
agri-value chain finunce’ session on day
ohe of the Fin4dAy conference in Nairobi.

Speuking in the session to un audience
of close to 400 deleyutes, the Afreximbunk
president referred to the need for in-
creused financing for infrustructure, irrigu-
tion systems und other fucilities. At the
same time, he stressed the importance of
greuter agricultural product processing
within Africu for the benefit of economic
development ucross sub-Suharan Africu.

He stated: “Twenty-one yeurs ugo we
started with warehouse financing of soft
commodities — primarily cocou, coffee
und cotton. However, we suw that coun-
tries weren’t generuting enouyh udded-
value. As such, we luunched the Africa
Cocou Initigtive (AFRICOIN)* to help
producing countries further process the
product.”

He udded: “Cote d’lvoire, Ghunu,

Nigeria and Cumeroon uccount for dl-
most 80% of globul cocou production.The
ideu is thut by 2020 we wunt fo fransform
the cocou production und processing cu-
pubilities of those countries.

“To this end, we have sturted finuncinyg
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indigenous producers und exporters to
udd vdlue to cocou - by produciny
cocou butter und cocou cuke. So far we
have been dble to finunce producers in
Cote d’Ivoire, Nigeria und Ghunu.”

The Afreximbunk president dlso nhoted
that Germany’s KFW has pledged $100 mil-
lionh to help develop AFRICOIN, through a
multi-fuceted finunhcing component.

In addition, Ekra asserted: “Our objec-
tive is not to simply stop ut cocou, but to
build und duplicute this objective to other
frojects — purticulurly with rubber und pulm
oil. We huve started with Olum ih Gubon
where we huve put more than $100 million
info u pulm oil project, which will take the
froduction cycle dll the way through to
pulm oil, butter and other products.”

With regard to AFRICOIN, during 2013,
the bunk provided a $17.5 million dudl
franche receivable-bucked finunciny fu-
cility in favour of FIN Cocou Processing,
Nigeriu (FTNCP). The proceeds of trunche
ohe is being used tfo refinunce existiny
debt obligutions of FINCP due to United
Bunk of Africu (§6.875 million) und Union
Bunk of Nigeria ($1.2 million). The $9.425
million proceeds from the second fucility
will be used to finunce the purchuse of
cocou beuns und other inputs for the pro-
cessing of cocou beuns into cocou butter
und cuke for export.



Jean-Louis Ekra, president of African Export-Import Bank

Though FTNCP initficilly applied for work-
ing cupitul finuncing us specified in
franche two, the bunk, ufter ussessing the
compuny’s heeds, redlised that the com-
funy heeded more thun working cupital
to enuble it to fully utilise its current installed
cupucity. The bunk thus offered the term
facility to underscore its determination to
support entities in the agriculture value
chuin that promote export diversificution.

The support provided by the bunk en-
ubled the compuny to fully ufilise its in-
stdlled plunt cupucity, rdise productivity
und uuntity of its finished products, und
secure more profituble purtnerships with
mujor offtukers of processed cocou prod-
ucts. Further, the bunk’s support enubled
the compuny to creute about 380 (130 di-
rect and 250 indirect) jobs.

The compuny’s contribution to Nige-
ria’s foreign exchunye eurninygs cupucity
wus dlso raised to dbout $40 million per
annhum. This is ulonhyside other contributions
in the form of socio-economic develop-
ment under the compuny’s corporate so-

cidl responsibility to its local community,

und training programme for locul cocou
farmers, amony others.
In addition fo this,in 2013 the bank sup-

ported other compunies in the cocou
vulue chuain in Cote d’lvoire under the
AFRICOIN. The support included u $45.5
million pre-export receivubles-bucked fi-
nunce facility fo Société Amer et Freres
Cuacuo; u $13 million export receivables-
bucked finuncing tferm loun in favour of
Société D’usinuge et Conditionement du
Sud-Ouest; and u $13 million pre-export re-
ceivubles-bucked facility in favour of
Choco Ivoire.

The various ussistunce progyrummes ex-
tended by the bunk to the export process-
ing compunies is expected to creute
more jobs, both direct und indirect, und
contribute to improving the foreigh ex-
chunge edrninys of Cote d’Ivoire.

*Afreximbunk launched AFRICOIN in
2012, and the banhk expanded the activity
conhsiderably in 2013. AFRICOIN is infehded
to: () fuacilitute productivity growth in
African cocou farms, (i) promote and fi-
hahce increused processing of cocou
bedauns into industrial raw materials (cocou
liyuor, cocou powder und cocou butter)
to feed munufacturing plants in Africa, Eu-
rope, North America and Asia, and (iii) pro-
mote cohsumption of cocou in origin
countries. &
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TXF explores what
Africa's agricultural
sector can learn
from Brazil’s
engagement of
capital markets.

By Hesham Zakai.

Applying capital
market tools for
agri-financing

With an immense uamount of finuncing re-
quired in Africun agriculture, bunk financ-
iny ulone — ut leust in the current climute —
is insufficient. The sume was true of Brazil
und the agyricultural sector in the early
hineties, puving the way for the introduc-
fionh of the cupital markets info the com-
modities sphere there.

The sector engyuyed the capital mar-
kets through its use of Rural Product Notes
(Cedulu de Produto Rurdl or CPRs), essen-
tidlly bonds thut cun only be issued by
farmers and cooperdatives and rurdl dsso-
ciutions whereby they pledyge u certuin
uamount of crops or cuttle in return for fi-
nanciny. The CPRs are collaterdlised either
by future crop produce or furmers’ live-
stock.

There ure two types of CPR:

1) Physical CPRs, where a farmer com-
mits to yiving u certuin umount of their
produce ut un ugreed pluce, ut un
ugreed time, in exchanye for finuncing.

The finunciny is typicdlly used to purchuse
eyuipment or recruit extra labour to Mux-
imise crop yields.

2) Financial CPRs that can be issued by
bunks to other credit providers that have
dlready agreed to finance the farmer - for
exumple un input supplier willing to sell on
credit.

Electronic CPRs have dlso developed
over the pust severdl yeurs, streamlining
the process.

The CPRs openhed up the possibility of
credit to hitherto finuncidlly excluded
farmers, us they were uble to obtuin credit
aguinst them. The CPRs ure hot desighed
for smualler, subsistence farmers.

“They ure issued by mid-sized farmers,
those with more than 100 cuttle or 50
tonnes of crops. These instruments ure for
emeryging markets,” commented Lamon
Rutten, munuger — policies, markets aund in-
formation aunhd communicution technolo-
yies (ICTs) ut the Technicul Centre for

The success of the programme in Brazil and
its boost for Brazilian agribusiness, including
core commodities like coffee, cotton and
cocoq, has prompted the IFC to look to
implement a similar scheme in other
countries in which it operates.
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Ayricultural and Rural Cooperation (CTA)
at the FindAg conference in Nairobi.

The uvenue is not completely shut for
small producers, however. They cun sfill
make use of capital muarkets fo finance
transactions by ugyregating their products
through cooperdtives.

Farmers who want to ufilise the benefits
of u CPR should be encouruyed to reuch

the requisite size, uccording to Rutten,

rather thun hope for the solution to be tui-
lored to their bund in the future.

"You heed to be of u certdin size und
farmers heed to get up there to uccess
CPRs.You shouldn’t try to engineer this pro-
gramme downwuards, us it would be too ex-
fensive for subsistence furmers und would
not work in the sume way,” added Rutten.

He dlso hoted that a group of farms
cun creute u speciul purpose vehicle
(SPV) - und by so doing bundle-up the
process to sell receipts in the capital mar-
kets. Receipts ure of course dlso traduble
oh commodity exchunges.

CPRs huve proven to be d huye suc-
cess in Bruzil, with more than 600,000 CPRs
reyistered lust yeur. Thut success hus been
built on certuin key foundutions.

Firstly, they have u strony legul stutus,

whereby the terms of the CPR ure enforce-
uble throuyh out-of-court arbitration. This is
criticul for financier confidence us judicidl
courts, purticularly in certuin emerging
econhomy countries, ure not purticularly ef-
ficient und sometimes subject to externadl
influence.

Under the terms of Brazil’s CPRs, u seller

cunnot use force mMujeure us un excuse to
default on puyments. Moreover, in the
event of u default, the buyer hus priority
rights over other claimunts.

CPRs ulso reyuire a close integration of

farmers info un ayriculture vulue chuin,

which entuils an effort on behulf of dll
stakeholders. This effort ulso needs to be
extended into the development of elec-
fronic reyistries to hold the CPRs und the
engugement of ugencies to help oversee
the system.

The bonds in Bruzil huve how become
more udvunced dnd incorporute hew

possibilities for furmers und finunciers dlike,
such us the more sophisticuted CDCA,

which is u guuruntee of puyment in cush
bucked by certuin receivubles.

As in Bruzil, investment funds, pension
funds, insurunce compunies und other
cupital markets players can certainly per-
form un importunt role in uyricultural mMar-
kets in Africa, For this fo huppen, the
ubove-mentioned foundutions on which
the success of CPRs in Bruzil ure built would
certdinly heed to be replicated: u strony
legul frumework, murket-oriented farmers
and u cenftrdlised reyistry.

The success of the programme in Brazil
and its boost for Braziliun aygribusiness, in-
cluding core commodities like coffee, cot-
foh and cocoy, hus prompted the IFC o
look to implement u similur scheme in
other countries in which it operates.

When Africu does pursue that path, it
will surely have da strony blueprint dlready
in place over muny yeurs to follow. B

Lamon Rutten, manager -
policies, markets and
information and
communication
technologies (ICTs) at the
Technical Centre for
Agricultural and Rural
Cooperation (CTA)
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Farmer organisations
commit to
strengthening
governance and
building better
business skills.

By Helen Castell.

Farmers seek
better relationships
with banks

One of the liveliest debutes ut the Fin4dAy
conference in Nuirobi centred on the re-
sponsibilities thut furmers have in facilitut-
ing agrifinance. Although heuted criticisms
of bunks’ lack of understaunding of ayricul-
ture cume thick und fust, farmer groups
dlso pledyed to help bridge the gup by
improviny their record keepiny und busi-
ness skills.

One thing that both finunciers und
farmers ugreed on is that furmers ure eus-
ier fo finance if they are organised in big
collectives und aussociutions.

Smullholders heed to pool their re-
sources so they dre “big enough to be
bunkuble,” Theo de Juger, president of the
Southern African Confederution of Agricul-
fural Uniohs (SACAU), told the 2nd Africun
Continentul Briefiny, just before FindAy
kicked off.

By working collectively, smallholders
cun heyotiute u better deul with private
buyers und finunciers, uygreed Dauvid
Ruchiu, Africa director for Farm Concern
International.

A strony relutionship with the private
sector is crucidl to the future of farmers,
who heed to weun themselves off govern-
ment handouts und subsidised louns, uc-
cording to Lumon Rutten, munuyer -
policies, murkets und informution und
commMmunicution technoloyies (ICTs) ut the
Technicual Centre for Agricultural und Rurdl
Cooperation (CTA).

To yet the most from commercidl
bunks, farmers heed to think like u business
und observe how other sectors tup fi-
nunce, Esther Muiruri, generul munuger of
uyribusiness ut Kenyua'’s Equity Bank, told
delegutes on day two of FindAgy.

While banks have a responsibility

to understand the needs of farmers,
farmers also need to prepare business
plans and take steps to identify and
mitigate risks before they approach banks

for finance.
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While banks have d responsibility to un-
derstund the needs of farmers — Equity
Bunk, for exumple employs staff who are
frained in ugronomy — furmers ulso heed
to prepure business pluns und tuke steps
to identify and mitigute risks before they
upprouch bunks for finunce, Muiruri ar-
yues.

To do so, furmers first need to improve
their record keepiny. Keepiny detuiled
records of finunciul incomings und outyo-
ings us well us the use of inputs und yield
fproduced cun credte a picture of u
farmer’s credit risk that banks are happier
to lend uyuinst, Fred Kiteny’e, director of
lendiny, Eust und Southern Africu ut Root
Cupitdl, told one of the findl sessions on
duy three. The pructice ulso helps farmers
tuke control of their business and improve
forofits.

Farmers dlso pledged on day three to
improve the governance of furmer orgun-
isutions — still a mujor obstucle for some
when trying to obtdining finance. One del-
egute from Ugundu’s Centehery Bank
culled for leyul crackdowns on leuders of
farmer orgunisutions thut ure suspected of
corruption or mismunagement. His com-
ments met with widespreud approval from
farmers und finunciers dlike.

Noting that the comments had
touched a “nerve centre,” de Juger uc-
knowledyed the problem but suid that
farmer orgunisutions heed uccess to bet-
ter fraining und that this is something de-
velopment ugencies could invest in.

Indeed, providing more technicul ussis-
tance, not only in tferms of governunce
und business skills but in technoloyy und
ugronomic practices, is something thut
most banks, governments officiculs and de-
velopment uygencies ucknowledyged ut
FindAy us u responsibility — their purt of the
barguain.

As de Juger summed up, loosely quot-
ing Confucius: “Don’t yive them fish —
teuch them how tfo fish.” B
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Kyanzavi: a model of
how organisation
and scale help
coffee producers
attract - and repay -
finance.

By Helen Castell.

Kenyan coffee
farmers look 1o
broader horizons

Kenyu’s Kyanzavi Furmers Cooperative is
ohe exumple of how clubbing tfoyether
info u single commerciul estute cun help
individuul furmers improve their yield, at-
fract finunce und puy it buck.

It is ulso emblemautic of the chullenges
and  opportunities  African  ayriculture

faces. An electric pump, for exumple,

would dllow the Kyanzavi estate to instaill
U hew irrigation system that could double
its production — but it heeds udditionul in-
vestment to dfford one — uccording to
chairmun Jumes Muema.

A model in organisation

Already Kenyu's biggest coffee estute in
terms of yield, Kyunzavi wus formed from
the union of around 1,800 individual farm-

ers. It expects to produce 350 to 400
tonnes of coffee hext year from 450,000
Ardbicu trees thut stund in heut rows
ucross 800 ucres of lund.

It is ulso one of the country’s best or-
yunised estutes. During u field trip to Kyan-
zavi us purt of the FindAy conference, TXF
wus guided uround its production fucilities
as Susini yenerul munayer (coffee), Jumes
Muriithi Kieu, talked us through the stuges
of coffee processiny.

After pickiny, the coffee beuns enter
pulping Mauchines. These syueeze the
ripened beuns from their skin, which is then
recycled us fertiliser. The beuns then sit in
fermentution tanks for six to 12 hours to
breauk down their sugar content, before
beiny cleunsed in wushing channels. An

Already Kenya's biggest coffee estate in
terms of yield, Kyanzavi was formed from
the union of around 1,800 individual
farmers. It expects to produce 350 to 400
tonnes of coffee next year from 450,000
Arabica trees that stand in neat rows across

800 acres of land.
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overhight souking removes impurities. The
bedns are then spreud on dryiny tubles to
cut moisture from 60-65% to around 10%
und slash toxin levels. They ure |later milled
und prepured for auuction ut the Nuirobi
Coffee Exchunyge or - preferubly - for di-
rect sule ut u premium to private offtakers.

The estute is munaged by u board
of directors und puys its workers more
than Kenyd’'s government-set minimum
wauge.

High-quality borrower

Kydanzuvi dlso demonstrates how agricul-
ture cun be u relutively low-risk investment
for banks, us lony us it is orgunised und on
u big enough scule.,

Kenhyu’'s Coffee Development Fund
(CoDF) sturted financing Kyunzavi in 2011
with a Ksh20 million ($228,000) loun, uc-
cording to resource mobilisution officer
Johnh Amimo. Thut loun, und dll subseyuent
finunce, hus been repuid in full.

CoDF’s louns to Kyunzavi are disbursed
in tranches, in line with the coffee culen-
dar. To minimise risk the money is, where
possible, disbursed directly o the estate’s
suppliers. A first franche is typicdlly re-
leused in October or November to cover
the cost of lund prepuration, initial inputs
and cusuul workers” wuages. A second
tfranche puys for pesticides. A third tfranche
is puid at harvest time, at which point the
loun is repuid by u government-licensed
marketing ugent that buys the coffee from
Kyanzavi und sells it on for locul auction or
export.

Finuncing Kyunzavi is made eusier by
the fact thut dll 19 of the plots into which it
is divided come with the title deeds to the
land. The fund typicually takes two or three
of those deeds us security. It would be
much more difficult to finunce u coffee co-
operutive where the smallholders involved
did not hold title to the lund they furmed,
acknowledyges Amimo.
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Government funding crowds out
commercial lenders

State-sponsored CoDF was set up in 2006
with a mundute to help coffee producers
uccess ufforduble, sustainuble credit o im-
prove the quulity und yuuntity of their cof-
fee and stubilise farmers’ incomes.

[t was initivlly granted seed money from
the government to enuble it to lend ut
subsidised interest rates of uround 5% to
10%. Although the intention was “hon-
ourable” und the fund hus supported a
large number of borrowers, this dlso meuns

The government is
now preparing tfo
withdraw its
financial support for
CoDF, which could
help level the
playing field for
commercial banks
inferested in
agriculture.
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that CoDF has crowded out private
lenders, who dre unuble to compete on
rates, says Amimo.

The government is now prepuring to
withdraw its financial support for CoDF,
which could help level the playing field for
commercidl banks interested in agriculture.
However, the fuct thut CoDF hus guthered
un unrivalled datubuse of information on
coffee gyrowers’ risk profiles and repuyment
histories meuns it should be uble to keep its
rates low for qudlity borrowers.

Non-performing debt shrinks

The funhd has hot always had an edsy fime,
with around 20% of its totul portfolio cur-
rently hon-performing. Much of this bud
debt however wus creuted in the fund'’s
first two yeurs of existence, says Amimo. As
its experience in the sector und ubility to
risk-ussess potential borrowers has grown,
default rates for new louns have shrunk
dramuticdlly, he suys.

The fund dlso expects to be uble to col-
lect around 15% to 20% of its total bud
debt over the next two yeurs us the with-
drawal of Cooperative Bunk of Kenya from
the sector meuns borrowers will huve to
come buck to CoDF und repuy hoh-per-
forming louns before they cun receive
more credit. B
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M-Kahawa mobile service
enhances coffee production

The increuse in Mobile phone use und
growing trust in mobile money
platforms hus opened un array of
opportunities for business. To further
cupitdlise on opportunities offered by
mobile mohey, the Coffee
Development Fund (CoDF) in
purthership with telecoms compuny
Safaricom has [aunhched a mobile
money service dubbed M-Kuhawa
(M’ for mobile und ‘Kahawa” a Swahili
term for coffee) targeting the coffee
industry.

The service, which dims to
significuntly improve the speed of
credit delivery, hus been piloted in
severdl coffee societies und the initidl
results ure very encouruging.

A cherry advance puyment to an
individual farmer, for instunce, can be
mude within 48 hours of application.

The service is especidlly useful to
smaillholders who have cash flow
chdllenges ufter hurvesting their crop,
with g guick alternative being to sell
coffee to middlemen at throw-away
prices, u practice commonly known us
cherry hawking.

“This has made these farmers lose
out in big way, us the beneficiuries of
their efforts are these middle men,”
says Richard Belio Kipsany, managing
frustee und CEO at CoDF. “This is why
the fund has come up with an ICT
bused leverage in the form of M-
Kahawua service.”

“M-Kahawa is g huyge relief to our
farmers. The puyments are prompt, our
farmers how feel in control of their
finances und production,” says
Joseph Koskei, chairmun of the

Kamiwa society, one of the societies
involved in piloting M-Kuhawu service.
M-Kahawua is designed to work

seumlessly with the M-Pesu platform,
meuniny furmers do hot heed to use
different pin humbers to access their
funds. Key umony other benefits is the
affordability of the service.

Coffee farmers cun how lodyge
their loan applicution at their
respective societies und uccess funds
from their phones. This considerably
lowering travel costs to previous pauy
points.

“Despite the rapid uptake of
mobile Money use in various business
sectors the ayriculturdal sector is yet to
maximise the full potential of Mobile
money. | believe M-Kuhawa will add
hew knowledye to the way dagri-
finance is conducted,” says Mburu
Guatukui, the M-Pesa business
development munuger ut Sufaricom.

During the piloting of the service,
some 1,000 subscribers reyistered und
a cumulative Ksh4 million was
disbursed in the form of micro-credit.

“Our intention is to make M-
Kahawa a fully fledged mobile
information and banking service for
coffee furmers. Mobile money cun be
d huge incentive to coffee production
due to improved cush flows to coffee
farmers,” says John AmiMmo, resource
mobilisation officer at CoDF

CoDF serves 400 coffee
cooperutives und over 700 coffee
estates. The fund says the lives of over
67,000 coffee farmers have been
fransformed since it started its
operations in 2006.
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Bert-Jan Ottens,
managing
consultant at
ProFound in the
Netherlands,
provides an insight
into the financing of
beekeeping in
Ethiopia.

Helping apitrade
development in

Ethiopia

In 2012, ProFound toyether with the
Ethiopian Apiculture Bourd, SNV Ethiopiu
uand Enclude (formerly Triodos-Facet) initi-
uted the Apiculture Scdling-up Pro-
gramme ASPIRE.

ASPIRE dims to enhance rural incomes
in Ethiopiu through beekeepiny uctivities
und increuse the export volumes of bee
products, including honey and other
vulue-udded upiculture products such us
beeswux, propolis, pollen, roydl jelly und
bee venom.

Beekeepiny is u traditional off-furm ac-
tivity for an estimuted 1.4 million rurdl
households in Ethiopiu, eurning them u
third of their total household income. The
country is the world’s 10th biggest honey
producer und the 4th lurgest beeswux pro-
ducer.

The beekeeping sector in Ethiopia
At present, the EU imports only 0.1% of its
honey from Ethiopiu. However, the de-
mand for Ethiopiun honey is growing con-
tfinuously, due to the increused interest in
dlternative sources of good yudlity honey.
In 2012, muin EU importers of Ethiopian
hohey were Norway, the UK und Germuany.
The Middle Eust and the domestic market
in purficulur ure interesting mMarkets for
Ethiopiun honey.

However, despite its lony history, bee-
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keeping in Ethiopia has not yet reached its
full potentidl. The knowledye und skills of
Ethiopiun farmers in honey production und
beeswux extraction have remuined relu-
tively traditional und inefficient. The coun-
try produces 40,000 fons of honey und 400
tons of beeswux unnudlly, but it could pro-
duce up to 500,000 tons of honey und
50,000 tons of beeswux per yeur. However,
in order to redulise such production yuunti-
ties, further upyrading und up-sculing of
the existing value chuins is required.

ASPIRE is using the vdlue chuin up-
prouch in order to achieve such objec-
tives. The vulue chuin upprouch looks ut
the entire chuin of uctors who udd vadlue
to u product, from the raw muteridl supplier
to the finul end-user. It recoynises the infer-
dependence between the different value
chuin uctors. The muin youl of the vulue
chuin model is to deliver maximum value
for the least possible total cost. Figure 1 on
the next puye provides information on the
ASPIRE vulue chuin upprouch to:

Better orgunise beekeepers

Facilitate access to business develop-

ment services

Ensure uccess to cupitdl

Ensure access to markets

Build cupucities of sector orgunisutions

Build knowledyge in the honey vulue

chuin.
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Figure 1: ASPIRE’s value chain approach
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ProFound’s focus of uctivities und inter-
ventions is on processors, us they have the
most power to influence other uctors in the
Ethiopiun part of the vadlue chain. As cun
be seen from the figure ubove, the proces-
sors ure pluced in the centre of the vulue
chuin as they are key to beekeepers, input
suppliers, und consumers in the locul Maur-
ket or abroud.

ProFound’s upprouch in facilituting
maurket uccess for these processors/ex-
porters encomjpusses four steps, which are
expluined below.

Step 1: Market analysis and company
audits
Market andlysis

According to our vdlue chuin upprouch,

market heeds und requirements must be
identified through market research in order
to determine which inferventions dre
needed in the value chuin. Initially, Pro-
Found mude un unualysis of the Europeun
honey market which was distributed to dill

relevant stakeholders in the programme,

including compunies, sector orgunisutions

and programme  parthers. The market
anulysis confirmed the Europeun market
potential for Ethiopian honey, but dlso
showed that compliance with Europedn
market reguirements heeds considerable
upyrading of humaun, technoloyicul und fi-
nancidl business capucities.

Additionadlly, ProFound conducted d
market undlysis of the Ethiopiun market for
bee products. This reseaurch showed thut
the locul maurket dlso offers plenty of
opportunities, und that market require-
ments are less demundinyg than in Europe,
making the Ethiopian market accessible
to processors with moderate business cu-
pucities.

Company audits

In order to determine the cupucities of
Ethiopiaun processors, these compunies
need to be audited. The audits cover their
supply chuins, performance, product chur-
ucteristics, sules promotion und finunce
structure und requirements. Since the start
of ASPIRE, some 17 processors huve been
dyudited.

www.txfnews.com/special/Fin4Ag




FINAAG POST-CONFERENCE REPORT

Figure 2: ProFound’s 4-step approach to market access facilitation

Stap 1

Step 2

Market
audit

GAP
analysis

Company
audit

Step 2: Gap analysis
ProFound dnadlysed the information de-
rived from the company daudits, in order to
determine GAPs between actuul capaci-
ties of the respective compunies und their
reyuired cupucities to successfully enter
identified target markets. Although this in-
formution is confidential, common gaups re-
late to the following uspects:

Internail:

- Market knowledye

- Compuny mission/strategy

- Quulity control

- Export puckuying

- Incomplete promotion muteri-

dls/documentution
- Written communicution
- Working cupitdl

External:
— Adulterution
- High raw honey prices.

Step 3: Marketing strategies

Mdarketing strategies endble processors to
more efficiently und effectively access tar-
get murkets which they have identified for
their products. Moreover, processors need
to make un action plun to overcome their
cupucity gups, in order to be uble to im-
plement their marketing strategy. ProFound
supports compunies in formulating their
marketing strateyy. When the marketing
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strategy is findlised, compunies cun pro-
ceed to step 4: frade fuir purticipution and
mautchmaking.

Step 4: Matchmaking and promotion

The goul of matchmuking is twofold:
Familiarise participunts with buyers of
bee products und their business ethics
Explore mutchmaking opportunities.

In Februury 2014, the first trade fair activity
wdus orgunised: u four-duy mutchmauking
tour in Germauny. ProFound hud mude up-
pointments with nine potential buyers und
d list of potentidl buyers to visit. As u result
of the mutchmuking tour, two out of the
four compunies signed uyreements with
buyers to supply their products fo them.
The other two ygot the opportunity to de-
velop their business and uddress their cu-
pucity gups bused on thut experience.
One of the mujor cupucity gaps of
Ethiopiun processors concerns their prices.
Prices of Ethiopiun honey ure high com-
pured to globul murket prices, purtly due
to high prices in the domestic market.
Ethiopiun processors have un urgent need
to increuse the avdilubility of quulity bee
products ut lower prices. This requires train-
ing of beekeepers, but ulso improved uc-
cess of beekeepers to ufforduble input
materidls. As this largely depends on uc-
cess to finunce to purchuse such materi-
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dls, ASPIRE ulso hus u strony vulue chuin fi-
nunce component.

The Ethiopiun economy is significuntly
credit constrained. Processors, value chuin
intermediuries (fruders, collectors, etc.)
und in puarticular smallholder farmers/bee-
keepers, have only limited uccess to finun-
cidl services, including credit. Bunks favour
investments in other industries, that dare
conhsidered to be less risky, and MFIs do hot
finunce upiculture groups, which are con-
sidered oo risky. ASPIRE therefore provides

finuncing throughout the vadlue chuin,

ranging from smuall credits for beekeepers
to u guuruntee system to leveruye finunc-
iny from bunks.

There are severdl finuncing models 1o
channel credit to beekeepers: through
honey processors, via cooperatives or co-
ofperutive unions und through MFls. Finunc-
iny of the beekeeper sturting puckuye
cun umount to ETB5,000 (§253) und in-
cludes beehives, protective clothes und
tools.

ASPIRE decided to muinly finunce bee-
keepers through processors. The model in-

volves processors tuking louns from banks,

to purchase the input material for the bee-
keepers. Honey processors estublish bee-
keepiny out-grower groups, or similar
lony-term supply urrangements, and pro-
vide beekeepers with support including
training. The processors supply their out-
growers with sturter puckuyes, the cost of
which is repuid through future honey de-
liveries. After the loun is repuid, beekeepers
und processors continue trauding.
However, processors are limited in ferms
of uccess to finunce us bunks consider the
forocedure risky. That is why ASPIRE creuted
the ASPIRE Guuruntee Fund to leverage
such financing. The fund hus o size of
€800,000 ($1.07 million) und provides 50%
coveruyge. This meuns thut, in cuse the
frocessors dre unuble to puy buck, the
guuruntee fund will pay 50% of the lost
value to the bank. However, it is antici-
puted thut over time, and as the dpicul-

ture sector mutures, the heed for such us-
sistunce will be reduced.

ASPIRE believes that finuncing bee-
keepers through processors cun leud to u
sustainuble and strony value chuin. Bee-
keepers luck in muny cuses the knowl-
edye und the links to the murket.
Matching processors with beekeepers
solves both these issues, us the processors
provide fruining und creute u direct link
with markets for the beekeepers. More-
over, processors huve good knowledye of
their out-growers’ skills und will therefore
supply uppropriate technoloyy.

However, it is hoted that yiving proces-
sors u role in credit provision to beekeepers
obviously exposes them to the risk of non-
performaunce by the beekeepers, for ex-
umple due to technicul
side-selling. That is why only beekeepers
with interesting products aund high incen-
tives dre linked with processors. There
needs to be q significunt level of socidl
cupitdl in the business, such us trust be-
tween the beekeepers und the proces-
sors, for this model to work efficiently.

Lack of working cupital was unother
sighificunt gup which ProFound identified
umony the processors. Processors heed
working capital to bridge the time be-
tween the puyment for raw muteriuls to
beekeepers und the puyment by their re-
spective buyer. This cun cost up to uround
€40,000 ($53.,800) for u few months, for un
exported contuiner. Quulifying compunies
applying for u working cupitdl loan have
to submit u yood yudlity business plun, in-
cluding a marketing strateygy. This helps
bunks in ussessing the risks of lendiny
money to the compuny und provides un
incentive for compunies to prepare u
yood marketing strateyy.

As the sector becomes better orgunised
and more profituble, finuncing opportuni-
fies will increuse. Awdreness of bunks and
MFIs of such innovutive uyri-finunce cun be
actively pursued by involving financial insti-
tutions in this development model. B

failure or
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Entrepreneurs across
the continent are
plugging intfo new
technologies to help
drive change across
Africa's agri-value
chains. Hesham
Zakai assesses some
of the initiatives.

ICT entrepreneurs
in Africa drive
agri innovation

When conhsidering the potential for ICTs (in-
formation unhd communication technolo-
gies) to enuble chunge, the agriculturadl
sector — with its fimeless lundscupes, rusty
machinery and manudl [ubour — muy hot
be the first place that comes to mind. Yet
all across the Africun, Caribbedn und Pu-
cific group of states (ACP), ICT innovutions
dre helping to drive chanye dacross ayri-
culturdal value chuains, from mobile pay-
ment systems to centralised information
reyistries.

“The ICT revolution in aygriculture is well
underway — we just need 1o keep proyress-
ing at this speed,” suys Ben Addom, ICT4D
programme coordinator ut the Technicul
Centre for Agricultural and Rural Cooper-
ation (CTA).

The chief protagonists in this revolution
have showcused their developments ut
successive CTA conferences,including this
yedr’s FindAyg conference in Nairobi and

last yeur’s ICT4AyY edition in Kiguli.

“The so-culled ‘Plugy & Pluy’ duys
demonstrate in an eusy and pructicdl
manner d lot of innovations for agriculture
und yive people the chance to inferact in
U hunds-on munner with new ideus,” suys
Addom.

By bringing toyether different stuke-
holders, from policymakers and entrepre-
neurs to farmers und financiers, the
conferences uct us u digital springbourd
for inclusive agriculture, with the ultimate
aim of working towards d financing and
ICT architecture that involves people from
all levels.

“There ure always a humber of greut
upplicutions ut the Pluy & Play duys that
strike me. Onhe of them this year is about
bringing ‘investuble” farmers to investors.
Another one profiles farmers, enubliny
them to get uccess to finunce. We tried to
match these two complementary initiu-

Ben Addom at CTA: “The so-called

‘Plug & Play’ days demonstrate in an

easy and practical manner a lot of
innovations for agriculture and give people
the chance to interact in a hands-on
manner with new ideas.”

www.txfnews.com/special/Fin4Ag
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tives. Overdll, there dare entrepreneurs
doiny exciting thinygs ucross the ACR” adds
Addom.

A number of plutforms seekinyg to find
practicul solutions to existing chullenyes
were on displuy ut FindAy 2014,

These chullenyes include bridging the
yup between risk perception in Africu and
actudl risk in the continent, as well us com-
buting the ideu that smallholder furmers
are hot bankable.

One of the ways in which this is done is
through the provision of more comprehen-
sive informution to bunks, microfinunce
und other finuncidl institutions to improve
the prospects of credit being yranted.
Some platforms dllow potential investors to
track in redl-time the operdtions of furmers
through the use of GPS dutu,

Other platforms seek to better connect
different stukeholders dcross the value
chuin, from farmers to fraders to bunkers.
The runyge of solufions offered reflect
the chuallenging conditions in  which
muny producers operate, despite the
growth in recent yeurs of Africu’s ugricul-
turdl sector.

Linking farmers with financiers
Tunguza Pesu uims to uccelerute the

process of money transfers across Kenya,

improving the cush flow of furmers who
often strugyle for liyuidity. The first step to
achieving this goul, however, is not in the
fransfer tfechnology but in creating confi-
dence for finunciers when it comes to pro-
viding louns to farmers who heed them in
the first place.

It does this through u platform that al-
lows farmers seeking finuhce to reyister
onto their database and make loun appli-
cutions to Tunyuzu’s pool of potentidl in-
vestors. One of the lures for the investors is
in the KYC compliance medasures Tunguza
undertakes, procuring faurmers’ photo-
ygruph und biometric detuils, us well us
checking their ID uguinst the ygovern-
ment’s reyistry.

ICT4Ag policy recommendations

1. Developing partnerships to ensure
positive impacts of ICT4Ag
initiatives.

2. Supporting ICTs for extension and
advisory services.

3. Supporting open and big data for
smallholder farmers.

4. Ensuring the reliability and
availability of high-quality
information.

5. Ensuring grass-roots access to ICT
solutions.

6. Strengthening the involvement of
young people and women in
ICT4Ag initiatives.

7. Supporting ICT4Ag
enirepreneurship and promising
business models.

8. Supporting sound strategies and
high-level political buy-ins for
ICT4Ag.

9. Promoting adequate infrastructure
and energy for ICTs in rural areas.

10. Promoting sound knowledge
management activities.

“Not even bunks have biometrics in
Kenyu, so we offer finunciers the highest

level of security,” says Gichane Muraguri,

director ut Tunguzu Pesu.

Alongside this confidence, financiers
are ulso offered convenience, with the
ability fo automute loun upplicution, up-
proval und disbursement processes uc-
cording to predetermined criteria,
Financiers ure uble to see furmers’ sules
and the value of their inputs, dllowing them
to track the loun from issue to repuyment,

More sophisticuted informution on the
farmers cun dlso be provided by locul, on-
the-ground agents. "Agents cun go to u
location where the farmer operates and
provide not only GPS dutu but un in-depth
profile of furmer to finunciers, such s the
number and range of unimals they have

www.txfnews.com/special/Fin4Ag
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ianising
v for
-tyg chains

oh their farms or income detuils,” com-
ments Muraguri.

All of the information helps to build u
better credit profile for furmers who dare

often otherwise finunciully excluded,

thereby improviny their credit prospects.
Just as criticully, there is a low barrier for
entry, with applications and repayments
maude from uny smurtphone or tublet de-
vice — ucross ull hetworks.

Tunguzu operutes under the directives
of the Central Bank of Kenhydu and currently
has around 2,000 farmers enrolled onto its

frogramme. It hopes to rupidly uccelerute
that number through enguaging with farm-
ers und finunciers, including providing
demonstrations of its platform.

“To withess the operdtion live gives it
redlity, us potentidl investors see reul num-
bers, redl fransuctions. It provides an actudl
demonstration und proves to people that
it redlly works. The more we can demon-
strate this, the more we cun grow,” says
Muraguri,

Despite the excitement surroundinyg
these various innovations and initiatives,
Addom warns that it is importunt to ensure
thut strony und sustuinuble business Mod-
els underpin new plutforms.

“Lust yeur we suw that aulmost dll the
platforms hud challenges with business
models becuuse they tell you it’s free, so
we haturdlly ask: how do they sustain it?
This yeur we suw different business models
und we hope that things will continue to
chunge in this way,” says Addom.

There dre dlso u humber of policy rec-
ommMmendutions that have been brought
forward with the dim of ensuring other sus-
tainable chunhyes und the full harnessing
of the potentidl of ICT4Ay.

As the diyitdl lundscupe yglobully con-
tinues to evolve, so foo does the ayricul-
turdl landscupe in pluces such us the ACR
simultuneously chullenging misconcep-
tions und driving innovutions. l

Tangaza Pesa aims to accelerate the process
of money fransfers across Kenyaq, improving
the cash flow of farmers who often struggle
for liquidity. The first step to achieving this
godl, however, is not in the fransfer
technology but in creating confidence for
financiers when it comes to providing loans
to farmers who need them in the first place.

www.txfnews.com/special/Fin4Ag
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Mobile finance

shiffing to rural

areds

Mobile finunce hus undergone strony
growth in recent yeurs, with more than 220
operutionul plutforms worldwide. While the
muijority of these huve so fur been con-
fined to urban dreus, providers dre fast re-
dlising the heed to bredk into rural regions
to expund murket share and achieve ha-
tionwide presence.

The agricultural sector is un ideul entry-
point info these communities, yiven the
keenness of commodity buyers to move
away from inefficient und more expensive
cush puyments to producers. With cush
tfransactions comes the increused risk of
theft and violence, high transportution
costs und greuter possibility for corruption.

Dr Lee Bubcock, un independent con-
sultunt working with The Techhicul Centre
for Agricultural and Rural Cooperation
(CTA), hus set up the Mobile Strateygy Unit
for ACDI/VOCA (mobile monhey und mo-
bile dutu) und believes that CTA is ut the
forefront of leveruyging digitul tfechnoloyies
for the benefit of furmers.

"We want to embed mobile intfo the
ayricultural supply chain,” says Bubcock.

“The key to this is leveraging the corporate
procurement policies of large buyers.”

Integrating mobile into agri supply
chains

Compunies ucross Africa are looking at di-
verse ways of inteygrating mobile finahce
solutions into the agricultural supply
chudins. Ugundu’s SmartMoney works with
large cotton und coffee buyers to trunsi-
tion their cush puyments to mobile puy-
ments

The lurgest cofton buyer in Zumbiy,

NWK, has offered incentives to farmers in its
pursuit of moving to e-puyments.

Zoonu, currently in use by pJarthers in
Zambia, Zimbabwe, Malawi, and Mozam-
bigue, provides orgunisations und govern-
ment ugencies with a method to send
bulk payments for specific purposes, in-
cluding fertiliser and seed subsidies, short-
tferm savings for farmers to Manage
seusonul income, und in-kind donutions
such us food or other uyricultural inputs.

This drive is not restricted to smualler or
specidlist locul compdanies. In Ghanu, the

Dr Lee Babcock at CTA: “We want to embed
mobile into the agricultural supply chain.
The key to this is leveraging the corporate
procurement policies of large buyers.”

Service providers are
looking to replicate
the success of
mobile finance in
urban areas.

By Max Carter.
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American multinational financidl services
corporution VISA hus funded u RIMFin pilot
which transitions cash payments of the
largest rice buyer in the country, Gudco,to
TigoCush puyments.

There are of course humerous chul-
lenges to overcome, with illiteracy amonyst

the target rurdl user-buse u key buarrier. In
light of this, Zoonu, which offers un e-
voucher service, opted to deliver their serv-
ice tfo end-users through both mobile
wdllets und viu puper scratch-curds.

Chrissy Martin, globul parthership mun-
ager ut E-Vouchers, hus found that the
puper-bused distribution method works
better in rural communities where muny
people trust und understund scrutch-
curds, which dare extensively used for mo-
bile dirtime top-up.

Wisdom Alorwuse, project coordinator
at Millicom Ghunhu, which is implementing
RIMFin in Ghunha, comments that in a sur-
vey they conducted of rice furmers in the
country, 68% were unuble to send un SMS.

www.txfnews.com/special/Fin4Ag

This led RiMFin to emburk on un educution
exercise with farmers that has, to date, ed-
ucuted more thun 800 farmers in the use
of their platform.

Despite the evident chullenyges, the po-
tentiul on the continent is significunt. “Some
80% of Africuns huve mobile phones und
70% live in rural areus,” explains Michuel
Spencer, founder und CEO of SmurtMoney,
“whilst rurdl institutions can lose up to 15%
of their entire unnudl operuting budyet in
cush-reluted puyment costs.”

Cush is the only avdiluble form of pay-
ment in many of these rural areus, udds
Spencer. "There ure ho credit caurds und u
lack of trust in bunks.”

SmartMoney’s solution allows rurdl users
to store und exchunye money using busic
GSM mobile phones, with ho need for
smuart phones or infernet uccess. Their rev-
enues ure eurned from fees churgyed fto
compunies, which
medns SmartMoney cun offer a free serv-
ice to rurdl users. This could give them u
competitive edye us rurdl users ure often
excluded from existing mobile money
foroviders by prohibitive transaction fees.

[t is not just tfechnoloyy firms pushing this
revolution. Cofton purchaser NWK is dlso
taking un innovdative approuch by offering
life und weuther insurunce products to
Zambiun farmers in return for them moving
from cush payments to e-vouchers, und
most recently pre-paid bank cuards.

“The benefits far outweigh the cost of
the premiums,” suys Agrotosh Mookerjee of
MicroEnsure, a partner in the scheme. The
scheme hus seen upproximately $380,000
insured with strony scule-up demund and
interest from insurers und reinsurers.

With more und more enfrunts info the
mobile finunce market, the choice for rurdl
customers looks set to yrow. More impor-
tantly, perhaps, so will the educdution
jprocess heeded to ensure that those who
most need such schemes ure uble to ben-
efit from them.

larger agricultural
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