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1.  Introduction 
 
1.1 Agriculture and Agriculture Finance in India 

 
Agriculture contributed to 23 percent of the India’s GDP in the year 2003 which is a large 
fraction of GDP by world standards. Agriculture is a primary livelihood for a major 
portion of households in India. Roughly 60 percent of India’s households, or about 600 
million people depend on agriculture for their livelihood. Dependence on agriculture for 
livelihood in rural India is even higher. 76.1% of rural workforce depends on agriculture. 
One more dimension of the problem is ensuring sustainability of large number of 
households depending on agriculture with average land holding size less than two 
hectares. The National Sample Survey data on land holding distribution for 1992-93 
indicates that 74.1 percent of the households had a land holding less than two hectares. 
 
Agriculture Finance can be broadly classified into: 
i) Crop loan 
ii) Term loan for land and water resources development, mechanisation of 

agriculture and crop diversification such as plantation, horticulture. 
iii) Post harvest investment on storage, trading, processing and transport. 
 
Over the last three decades farming has become capital intensive. The use of inputs and 
cost of inputs have increased .The share of purchased inputs (fertilisers, pesticides, 
electricity, diesel and irrigation) increased from 39 percent in 1970-71 to 87 percent in 
1995-96. Hence, farmer’s credit needs and dependency on formal and informal credit 
agencies has increased. 
 
The Reserve Bank of India and the Government of India have made conscious efforts to 
provide financial services to the rural families. Nationalisation of 27 commercial banks, 
establishment of 197 Regional Rural Banks and the concern to revive cooperative credit 
structure are indicators of the Governments’ intension to provide financial services the 
farming and non farming families in the rural areas. More than 150,000 rural credit 
outlets were established and the population serviced per rural credit outlet is 5000 per 
branch, a comfortably manageable level. 
 
But the commercial banks, Regional Rural Banks and cooperative credit institutions have 
encountered serious problems of  low or negative net margins, high level of overdues 
(from 20-50%, depending on region and year) leading to 10-20% non-performing assets 
accumulating on the bank’s books.  They are neither able to meet the growing credit 
needs nor the quality of financial services now being provided by them is satisfactory. 
Hence it appears that micro finance institutions (MFIs) can step in to meet the increasing 
demand for rural credit. But, it is not easy. Agriculture is risky due to uncertainty of 
rainfall, with more than 70 percent farmers still engaged in rain fed farming and 
fluctuations in market prices. Moreover, MFIs have limited experience in financing 
agriculture.  Finally, simply financing is not adequate and a range of support services are 
needed. 
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1.2  Agricultural Lending by MFIs – Problems 
 
The present lending of MFIs is mainly aimed at landless households and the loans are 
largely given for petty trading and small livestock production. Very rarely are MFIs 
engaged in lending for agriculture and when they do, it is confined to loans for crop 
production  to marginal and small farmers.  Loans are virtually never given by MFIs for  
long term investments on developing land, water, power and post harvesting 
infrastructure are to some extent made by the banks with Government and other 
development agencies. 
 
MFIs do not normally do agricultural lending for the following reasons: 
 
• The high presence of nationalised commercial banks, regional rural banks and credit 

cooperatives, all of which are owned or controlled by the government, has led to a 
situation where there is no institutional space for MFIs in agricultural lending. 

 
• The government control also translates into quotas, with banks mandated to lend a 

minimum of 16 percent of their total advances to agriculture.  It also leads to 
artificially low interest rates (currently 9 percent per annum, or about 200 basis points 
above lending rates to AAA corporations), without any consideration of cost of funds, 
operating costs and risk.  MFIs cannot sustain themselves at these rates.  

 
• Poverty (read landless) focus is one of the causes. Most MFIs were established to 

extend credit to the poor and in rural areas, the poorer households are landless 
households.  This then becomes a criterion for selection of borrowers and it 
automatically precludes farmers.  For example, all Grameen Bank replicators us the 
criterion that if a household own more than 0.5 acres (0.2 hectare) of land, it cannot 
become a member. 

 
• Seasonality is another important reason for MFIs not giving crop loans.  Since the 

farmers all need money at nearly the same time for sowing the crop, it places peak 
demand on MFIs which they are not able to mobilise.   

 
• Lumpy repayments are another reason.  MFIs are generally accustomed to making 

loan s with weekly or monthly repayment schedules. In agricultural loans, since 
repayment is not possible till the crop is harvested and sold, the common method of 
collecting weekly or monthly repayment does not work .    

 
• High co-variant risk due to weather and pest attacks is another reason.  A failure in 

rainfall, unseasonal rains, cyclones, hailstorms, high temperature spells, and likewise, 
pest attacks, affect crops adversely and impact all the farmers in a region.  Since 
MFIs work in geographically compact areas, they can be severely affected by the high 
co-variant risk that crop loan borrowers face.  

 
• Lack of familiarity is another important reason and this becomes a chicken and egg 

problem for most MFIs to get into agricultural lending.  
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2.  One way forward - BASIX experience in agricultural lending 
 
BASIX has been doing agricultural lending since inception in 1996.  This was based on 
our critique of existing MFIs – both the Grameen Bank and the Unit Desa system of the 
Bank Rakyat Indonesia (BRI), both of which, despite working exclusively in rural areas, 
did not do any agricultural lending at that time.  Most of their loans were petty trading, 
agro-processing and small livestock rearing.  In contrast, the Bank for Agriculture and 
Agricultural Cooperatives (BAAC), Thailand exclusively did agricultural lending but no 
lending to non-farm activities. Based on these studies, BASIX founders came to the 
conclusion that as agriculture is the predominant livelihood in rural India, any MFI 
working in rural areas must do agricultural lending, though not exclusively.  Thus from 
the very first year, BASIX developed suitable financial products and distribution 
channels for extending agricultural loans to farmers.  
 
Considerable headway has been done in respect of crop loan, loan for allied activities and 
micro enterprises in rural areas. BASIX had a customer base of 113,663 with cumulative 
153,137 loans as on 31 March 2004. The cumulative disbursement was INR 2258 Million 
(Euro 40 Million) with loan outstanding of INR 587 Million. It operated in 36 districts in 
6 states and covered 7827 villages. The performing assets are 95.4 percent. Nearly 50% 
of BASIX portfolio was in farm loans, of which 25% is crop, 20% is livestock and 5% is 
agri long-term for things like irrigation equipment and bore wells.  

 
2.1  BASIX Lending through Joint Liability Groups (JLGs) 

BASIX extensively uses Joint Liability Groups (JLGs) of rural producers to mutually 
guarantee each other's loans. This method uses the principle of mutual guarantee by a 
group of borrowers for each other’s loans. Bank for Agriculture and Agricultural Co-
operatives (BAAC), Thailand uses this method extensively. BASIX introduced this 
concept in India.  Under this method: 
Five to six individual borrowers are asked to form into a group.  The group is formed by 
their mutual choice. The promoting institution does not participate in the group 
formation. Unlike the Grameen or SHG method, where the groups meet regularly, with 
significant emphasis on the group processes, in this method the groups meet only when 
required. Apart from guaranteeing the loans to each other, and thereby introducing peer 
monitoring, there are no other significant group processes involved. 
 
The group members are of a similar socio-economic profile with not more than two 
family members. All the members of the group mutually guarantee the loans given to the 
other members of the group and remain jointly and severally responsible for the 
repayment of all the loans. Loans are given to individual borrowers. Loan amounts to 
different members of a JLG can vary.  BASIX collects a cash security equal to 10 percent 
of the loan amount of each borrower, from all the individual borrowers.  This amount is 
returned to the individual borrowers only when all of them have paid back the amounts 
due. Repeat loan is not sanctioned unless all five of them repay their earlier loan 
  
The following are the main reasons behind promotion of JLG concept. 
 

• Ensure self-appraisal of loan proposals. JLG makes all the members appraise each 
other’s loan proposals and deny loans to those who are not creditworthy and also 
reduce the amount in case some farmers have made proposals which the others 
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think they may not be able to make good use of, before recommending to BASIX 
for loan. 

• Ensure proper utilization of loans availed from BASIX: Since all the members 
have taken the responsibility for repayments, the members tend to see that every 
member uses the loan as proposed.  Information about diversion comes to BASIX 
from many channels and corrective action can be taken early so that the recovery 
takes place in a smooth manner. 

• Group liability and peer pressure: All the group members take responsibility 
jointly or and severally against each loan extended to group members. Since all 
the members are involved in the similar activity and likely to have cash flows 
during the same period, the recovery of loans becomes smooth. JLG with 
members coming from the same family are not effective in exerting pressure. The 
joint liability is a substitute for co-obligation or collateral. 

• Ensures common benefits to members: Since members form in to informal groups 
there is a possibility that they derive benefits like sharing experiences, procuring 
materials in a bulk quantity at lower price, market the produce in bulk to get 
benefits in terms of transportation and price. BASIX can also facilitate technical 
assistance to members of JLG in an effective manner. 

• Less transaction cost:  In JLG approach, the transaction cost to the company and 
borrowers is less, as compared to pure individual lending. 

 
As on March 31, 2004, BASIX has established over 6000 JLGs including 2500 for crop 
loans and 3500 for non-farm loans.  The crop loan product is designed for repayment of 
principal in one or two lump sum instalments, typically four weeks after the harvest is 
expected.  This gives the farmers time to market their produce. 
 
BASIX has maintained high portfolio quality of the agricultural loans.  The on-time 
repayment rate varies from as high as 100 percent in some years and branches to as low 
as 85 percent in others. The higher numbers are recorded in good rainfall years and in 
branches where the rainfall is over 800-1000 mm and more uniformly distributed.   The 
lower numbers are recorded in drought years and in branches located in severe drought 
prone districts such as the Rayalseema region of southern Andhra Pradesh (AP).   Even in 
these areas, farmers repay their overdue loans during the following year, when they get a 
good crop.  Thus the long term loan loss is less than 3 percent.  This is mainly contributed 
by regions which have witnessed rain failure for three successive years, such as 
Anantapur in AP.  In some cases, the defaults were also caused by incorrect selection of 
JLG members and over-financing, compared to what the farmers could use, leading to 
diversion.  Despite this, the overall experience of 97 percent repayment for agricultural 
loans is unmatched by any formal financial institution in India.   
 
2.2  Lending through intermediaries 

BASIX experimented with agricultural lending through various kinds of intermediaries 
such as commission agents (commodity brokers), input dealers and seed production 
organizers  
 
BASIX tried lending through commodity trade intermediaries known as ahratiyas or  
commission agents in the Raichur district in Karnataka.  This place has a very large 
mandi (agricultural produce market) and over 150 commission agents compete with each 
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other fiercely for the farmers’ business.  These ahratiyas do not normally buy or sell on 
their account, but rather aggregate the produce of a large number of farmers to fulfill the 
demand from large buyers, typically agro-processing companies.  They tend to develop 
long-term relationships with farmers, and often extend them loans at the sowing season 
for inputs and general expenses. These loans are extended at an interest rate of between 2 
to 3 percent per month or 24-36 percent per annum.  However, if a farmer repays within 
four to five months, no interest is charged.  
 
The farmers in turn bring the produce to the same ahratiya from whom they have taken a 
loan, to market the produce.  The ahratiyas can officially charge 2 percent commission to 
the farmer, in addition to chargers for unloading, loading, weighing, storage, etc.  An 
ahratiya normally deals with between 400 to 1200 farmers. To extend its outreach to a 
larger number of farmers, BASIX routed credit through commission agents. BASIX gave 
bulk loan s of between INR 100,000 to 1 million to the ahratiyas at 21 percent and they 
were contracted to on-lend to small and marginal farmers among their customers, at 24 
percent, with the average loan size being INR 3,000 to 5000. The ahratiyas were 
supposed to give a list of farmers to whom they extend the loan so that BASIX staff 
could check it in the field.   
 
The arrangement was extended beyond Raichur to other mandis as well.  However, it was 
found that in other mandis, the number of ahratiyas was much less and they were 
collusive rather than competitive.   Moreover, even in Raichur, it was found through 
surveys of the ultimate borrowers, that the ahratiyas  were charging them interest rates 
higher than the mandated 24 percent, and depending on the ahratiyas’   relationship and 
risk perception, they were charging anywhere from 24 to 36 percent.  Further, many of 
the ahratiyas started defaulting on BASIX loans, and though these were secured through 
collateral, due to the cumbersome legal processes in India, it was not possible to get 
repayments easily.   BASIX experimented with this channel from1996 to 1999.  The High 
Level Committee on Agriculture appointed by the Reserve Bank of India and NABARD 
carried out studies on this and the RBI issued a directive to commercial banks that this 
methodology may be tried in appropriate places.   
 
Lending to input dealers such as seed, fertiliser and pesticide companies is not a new idea 
and BASIX tried it with a number of parties, with good results.  However, it was not easy 
to keep track of the ultimate borrowers and monitor whether the BASIX loan went to the 
target group of small and marginal farmers or to bigger farmers.  The monitoring costs 
are high and the dealers also tend to default when they get hit by lower repayments from 
farmers, as in drought year.  
 
2.3  Lending in collaboration with agri-business companies 

 
BASIX also experimented agricultural lending in collaboration with agri-business 
companies of various kinds: 
 
• input suppliers such as seed, fertiliser and pesticide companies and their distributors; 
• hybrid seed producing companies and their seed production organisers  and  
• agro-processing companies – oilseeds, cotton, spices etc. 
 
These companies all have different  reasons for collaboration with a credit institution like 
BASIX.  Input suppliers can increase their sales and market share by extending credit 
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BASIX extended bulk loans of Rs 100,000 to 500,000 to distributors of companies such 
as Novartis, for on-lending to small farmers in kind. The repayment was made by the 
distributors to BASIX about six week after the crop harvest by which time they would 
recover from the farmers.   
 
Seed production companies can extend their production because seed multiplication is 
mainly done by marginal farmers who are always short of credit and cannot wait till 
seeds are processed and certified, for payment. This had led to the emergence of an 
intermediary called the “seed production organiser” who is an agri-businessman working 
with 200 to 4000 marginal farmers.  BASIX extended credit to the seed production 
organisers for on-lending to marginal farmers.  The repayment was guaranteed by the 
seed company (such as Unilever’s Indian subsidiary HLL).   
 
In case of agro-processing companies, the examples of collaboration were with ITC 
Agrotech, who had established a very large capacity sunflower processing plant but were 
short of produce.  Thus if farmers in the neighbouring areas were extended credit to grow 
sunflower and ITC assured a buy-back at a remunerative price, farmers would benefit as 
well the company.  BASIX provided loans to over 1200 farmers in this collaboration for a 
period of three years between 1996 and 1998.  Later, the company stopped the plant 
because of cheaper imports of alternative edible oils.   BASIX also worked with NFCL 
for cotton and chilly farmers and with Sarpan Agro for paprika.  However, in all cases, 
the arrangements were unstable as the agri-business companies faced ups and downs in 
their end-markets. 
 
2.4  Long-term agricultural lending experience  

 
BASIX experimented with loans for loner term purposes such as development of water 
resources such as borewells, stream/river side lift irrigation schemes comprising  pumps 
and pipelines.  These loans are typically in the range of Rs 25,000 to 50,000 per farmer 
and often are given to a group of 3 to 20 farmers, thus the total amount can be as high as 
INR 1 million in some cases.  These loans are repayable over three to four years and are 
repaid in two harvest season instalments. (Typically in India, at least two crops are grown 
when irrigation is available.)  BASIX continues to do agricultural long-term loans, to the 
extent of about 5-10 percent of its portfolio and is seeking to expand this proportion as 
longer-term funds become available to it. 
 
3.  New Initiatives planned by BASIX 
 
3.1  Crop Insurance  

 
After five years of microfinance experience, BASIX carried out a detailed impact 
assessment study and found that credit was a very incomplete offering.  As many  as one-
quarter of the borrowers reported no significant increase in incomes over a three year 
period and  another quarter of the borrowers actually saw a decline, mainly due to 
drought.  Thus BASIX felt the need to offer crop insurance as a supplement to credit, to 
protect the incomes of  its farmer customers. 
 
As mentioned already, rainfall failure is a major risk factor in agricultural lending.  While 
India has had a number of crop insurance schemes, these have not been working very 
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well.  The claims are far higher than premia collected and the government has spent over 
Euro 500 million in the last ten years in subsidising premium payments and settling 
claims.  In spite of this, farmers are not happy with the schemes due to delays in claim 
settlement and the use of rather large areas for the purpose of declaring drought.  
 
BASIX, in collaboration with the World Bank/IFC Technical assistance group and the 
ICICI Lombard Insurance Co, designed and launched India’s first weather insurance pilot 
project in the month of July 2003 through our Bank.  The scheme was based on the 
rainfall and crop yield data available with the district authorities for the last 30 years.  A 
relationship was established between the rainfall and output for groundnut and castor 
crop, based on the available data. The payouts are decided on the deviation of rainfall 
from the predetermined level of rainfall.  The risk was borne by ICICI Lombard, whereas 
BASIX carried out the customer education and marketing, premium collection and claim 
settlement. 
  
During the financial year 2003-04, BASIX sold around 230 individual farmer policies for 
small, medium and large groundnut and castor farmers for an insurance coverage of INR 
3.2 million. The premium for the insurance coverage was INR 96,000. Settlement of  
claims was quickly and out of the two crops, groundnut farmers received claims.  
Accordingly claims were settled to 154 farmers amounting to Rs.42,000.  Claims were 
paid for shortfall and excessive rainfall.   The pilot was repeated in 2004-05 and results 
are awaited.  In the meanwhile, the experiment attracted a lot of attention and a number 
of other pilots were attempted in 2004-05, with a total overage of over 18,000 farmers. 
 
Another form of crop insurance pioneered by BASIX in 2004-05 was a insurance of a 
crop loan portfolio.  Here the company paid INR 750,000 worth of premium to insure its 
crop loan portfolio of Rs 17 million in three of its branches, with diversified rainfall 
patterns. This insurance was designed by the World Bank team, the cover offered by 
ICICI Lombard and was re-insured by Swiss Re, in a first deal of its kind in the world. As 
rain was good in this year in the insured areas, there were no claims. 
  
The importance of weather based farmer level or MFI portfolio level crop insurance is 
that it transfers credit risk to insurance risk and since the latter is diversifiable, across 
various agro-climatic zones in a large country like India, the overall risk gets reduced.  
The way for ward for MFIs in agricultural finance has to be to offer a joint product, a 
crop loan and a weather insurance, the risk for the latter being borne by an insurance 
company which is in a position to diversify the risk across a number of regions.  This 
takes away the problem of high co-variant risk from crop lending. 
 
3.2 Mitigating Price Risk 

 
One of the major problems face by farmers is the fluctuations of prices.  Often, when the 
crop is good, they get low prices and thus are not able to get full benefit. BASIX is 
planning to experiment with new financial products like warehouse receipts, to enable 
farmers to store their produce rather than sell it at a distress price.  The warehouse receipt 
would enable a farmer to get a substantial advance, say 75 percent of his produce value, 
without selling it and then wait till he decides to sell at a price that he finds good.. BASIX 
is going to experiment on this product with the ICICI Bank in Gulbarga district.  
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For farmers to benefit from better prices in distant markets, they have to be able 
aggregate their small lots.  BASIX is planning to work with farmers’ cooperatives for 
aggregating the produce of small farmers and link them with distant commodity markets 
using the price dissemination network of the National Commodities and Derivatives 
Exchange (NCDEX).   
 
3.3 Agricultural/ Business Development Services (Ag/BDS) 

Based on its impact assessment studies, BASIX also decided to introduce other services 
for its crop loan borrowers - productivity enhancement and market linkages.  After 
building a good crop credit customer base of 30 to 50 engaged in a common crop in a 
village, the BASIX field staff interact with the farmers to identify issues requiring 
attention.  For example, in cotton, the issue of high cost of pesticide inputs with 
diminishing effects was identified. The farmers were not able to control pests despite 
spraying a variety of pesticides. BASIX conducted action research over two years using 
Integrated Pest Management techniques and came up with a package which has 
drastically reduced pesticide use and its associated costs.  
 
The second problem identified was the low prices offered by commission agents in the 
local markets as compared to major markets. BASIX introduced outside buyers such as 
Super Spinning Mills, Coimbatore to this area and after they began procuring cotton, the 
prices have gone up. BASIX now offers these services – of integrated pest management 
and market linkage to farmers and earns a small fee for it. Apart from generating more 
income for the farmers, it reduces the credit risk for BASIX. Similar action research has 
been done in respect of other sectors such as groundnut, soybean, vegetables and pulses. 
The company is providing these services to over 12000 customers in the cotton, 
groundnut, soybean, vegetable and pulses.  
 
3.3 Institutional Development Services 

As it is not viable to offer productivity enhancement and market linkage services to one 
crop loan borrower at a time, it is important to bring them together in groups.  Initialy 
these groups are in formal and eventually they tend to get registered as farmers’ 
associations or mutually aided cooperative societies. BASIX has helped establish a 
number of these and works with others which pre-existed, to build their capacity.  BASIX 
offers a whole range of services to farmers’ groups, all the way from how to conduct 
meetings and keep minutes, how to involve every body in decision making, to how to 
deal with input suppliers and produce buyers and get favourable terms for the farmers, 
how to keep accounts of group purchases and sales and how to manage the cooperative.  
These services are collectively called “institutional development services’.  These 
services sometimes come in advance of any credit being provided, particularly where the 
cooperatives pre-exist.  Here, the deep interactions with the cooperative members during 
institutional development gives valuable information and enables the credit team to 
assess the risk in lending to the group/cooperative.  Were the cooperative is found to be 
credit worthy, BASIX has leant as much as Rs 3 million for on-lending by the 
cooperative to its members. As this method reduced BASIX transaction costs, the loans 
are offered at a lower rate of 12 percent pa.  There is a synergy between ID  services and 
crop credit  
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4 Conclusions 
 
• Agriculture being the major livelihood in rural areas in developing countries, MFIs 

have to get into agricultural financing in a bigger way. This is all the more true as the 
banking system is not able to adequately reach farmers and the cooperative credit 
system in a lot of countries is nearly defunct. 

 
• For MFIs to be successful in agricultural financing, to be through MFIs, requires a 

change in the approach of MFIs.  MFIs will have to learn to design new financial 
products and get accustomed to repayments at harvest time, not weekly or monthly.  
They will have to learn to experiment with new channels such as farmers’ groups, 
input suppliers and output buyers. They will have to devise methods of risk mitigation  
such as weather based crop insurance and the use of commodity derivatives 

 
• MFIs will have to take a credit plus approach. In order to ensure recovery of loans 

MFIs need to facilitate the farmers in increasing their productivity and reduce the 
risks. MFIs will have to encourage local value addition through lending to agro-
processing enterprises, many of which may not be “micro”.  

 
• MFIs will have to learn to enhancing the farmers’ capability to get better price for 

their produce by suing new products such as warehouse receipts and commodity 
derivatives.  

 
• Both of the above require organising farmers into groups/coops and a well designed 

institutional development support service. Organising community based institutions 
to take this responsibility for their members and capacity building of the institutions 
engaged in livelihood promotion become inevitable.  

 
Only if MFIs can acquire the capability to offer these products/services should they get 
into agricultural financing. But if they do, a huge business opportunity awaits them.  
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Hans Muzoora 
COTTON DEVELOPMENT ORGANISATION – UGANDA 

 
_________________________________________________ 
 
INTRODUCTION 
 
Cotton was introduced into Uganda in 1903 and dominated the economy as a leading 
cash crop and foreign exchange earner until the 1950’s, when it was superceded in its 
importance to the agricultural sector by coffee.  With intensified research efforts and 
extension services during the 1960’s, the cultivated area was expanded to cover one 
million hectares. By the end of the decade, the yield (of seed cotton) per hectare reached 
a peak of 440 kg/ha in the 1972/73 season and Uganda produced over 75,000 tons of 
cotton lint that year. 
 
Production inputs prior the liberalization of the marketing and ginning of cotton was 
handled by co-operative societies.  These inputs included seed, pesticide and land 
opening while extension services and farmer education was through government.   
 
This paper will concentrate more on the period after liberalization of the cotton 
sector i.e. from 1994 to date. 
 
With liberalization, the monopoly of co-operative unions in marketing and ginning the 
cotton, was disbanded and thus the co-operative unions faced stiff competition from 
credit worthy private ginners leading many to wind up as the farmer now was free to sell 
to the highest bidder. 
 
Creditworthy private ginners had better access to financing either through local financial 
institutions or offshore.  Consequently, most co-operatives have not survived leaving 
only 2 out of the previous 19, (that existed prior to liberalization) still in cotton marketing 
and ginning. 
 
CROP FINANCE 

 
Prior to 1994, collateralized Commodity Trade Finance as a product was not available 
with the local financial institutions that existed in Uganda.   As a result, all financing for 
the purchase and processing of the crop to ginners was Asset Based.  With our fluctuating 
Exchange Rate and other Financial Regulations, the Interest Rate remains at the very high 
side for commodity trade. 
 
Consequently, we saw more pre-financing arranged between the merchants and ginners 
which in effect did not allow for better bargain resulting in Fixed Price trading implying 
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that the farmgate price had to be fixed and not allowed to oscillate depending on market 
situation. 
 
WAREHOUSE RECEIPTS 
 
As time moved on between 1994 and 1997, we saw a number of ginners fall out and 
many co-operatives failed to survive. 
 
In 1996, a company called CRM approached the cotton sector with a proposal to educate 
the cotton industry and the financial institutions about a new product,  “Collateralized 
Trade Finance”.  CDO allowed and welcomed the idea because is seemed to be a 
solution to what we have already brought out above. 
 
The banks that were approached were mainly indigenous banks which had a substantial 
rural network i.e. Co-operative Bank and Uganda Commercial Bank (UCB).  The first 
two pilots in Co-operative Bank were highly successful.   
 
Unfortunately, these two banks mentioned/banks were privatized one after another 
rendering expansion of that project impossible through the same banks.  An approach was 
then made to the Multinational Banks namely Standard Chartered Bank and Barclays 
Bank since Stanbic Bank had not yet arrived in Uganda.  The initial reaction from these 
banks was very negative sighting the intricate nature of commodity financing as well as 
the risks involved. 
 
THE CFC PROJECT 
 
Standard Chartered Bank agreed to make an attempt with about two ginneries in 1998. 
Fortunately, this coincided with the launching of a Common Fund for Commodities 
(CFC) funded project named “Improvement of Cotton and Coffee Marketing and 
Trade System in Eastern and Southern Africa” designed by CFC, ICAC and ICO to 
address the constraints in commodity trading. 
 
The CFC project mentioned above was to achieve the following objectives: 
 
I) Promotion of a privately run Warehousing System and the establishment of a 
collateralizable Warehouse Receipt System. 
II) Develop a basic information system for cotton and coffee production and 
marketing. 
III) Development of a cotton and coffee quality assurance and certification system.  
IV) Develop a system of Commodity Trade Finance based on inventory 
collateralization and a Warehouse Receipt System; and testing the system; through pilot 
trade financing. 
 
With more effort to educate the bank, Standard Chartered Bank took on more clientele 
reaching 10 ginneries out of the existing 28 by 2002. 
 
All this it was hoped would culminate into the development of a negotiable Warehouse 
Receipt, which would allow the ginner to access finance using the commodity as the sole 
collateral making it easy for them to trade. 
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However, the project has been clogged with a lot of obstacles making it difficult to 
achieve its objectives. 
 
However, because the project did not run as first as envisaged, a negotiable Warehouse 
Receipt System has to date not been developed and as a result though the banks accepted 
collateralized financing, there is still demand for extra collateral from the ginners which 
makes it cumbersome for easy access of the commercial bank financing. 
 
At the time of writing this paper, the legislation of the Warehouse Bill has not been done. 
The Consultancy recommendations have not been effected.  Though the sector and 
financial institutions are aware of the instruments to be delivered by the project, have not 
been actualized.  As a result the situation in Uganda is as at 1998. 
 
However, the banks appreciate the importance of a Collateral Manager and as such 
Standard Chartered Bank and Stanbic have been using the services of a collateral 
management company known as Audit Control Expertise (ACE) here in Uganda. 

 
It should be a worth noting fact that, from the time the banks started using a Collateral 
Manager at ginneries which was an innovation through CDO in an effort to ease there 
financing bottlenecks to ginners, most banks have been able to track than financing and 
to a great extent have not lost money. 
 
BENEFIT TO GINNERS: 
 
The collaterised trade financing has eased to some extent access of crop finance to a 
number of ginners which allows them to ably purchase the crop from the farmers with 
ready cash.  However, the real benefits to the farmer and to the ginner would  accrue if 
the Warehouse Receipt financing became a reality.  This would release the funds tied up 
in Asset Based Lending as well as the high interest rate to the ginners back into the 
farmers price.   
 
It is CDO’s view that if the Warehousing financing became a reality, it would encourage 
farmers to organise themselves into groups for purpose of collective marketing and 
bargains.  Such groups would then access Warehouse funding directly from the financial 
institutions which would be an added advantage to the farmers. 
 
IMPORTANCE TO UGANDA ECONOMY: 
 
As mentioned in the introduction, cotton is produced by small scale farmers (1/4    acre- 5 
acres) in 30 district of Uganda out of 56 districts (53%).  From our estimates the total 
population that depends on cotton as an income earner is over 3 million Ugandans.   
 
From our experience, cotton is the only cash crop that puts money directly to farmer e.g. 
last season in one district that produced forty thousand bale of cotton (2,240 MT 
equivalent of seed cotton) as a farmgate price of 600/=, a total of 11 billion Uganda 
Shillings ($ 6m) was injected at farm level between December and March which is the 
most needy time for farmers at Christmas, New year, School fees etc. 
 
Price is therefore a very big incentive for the farmers increased production and leading to 
increased income and thus achieving Poverty Eradication. 
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Cotton is the only poverty eradication crop in a number of districts.  With more 
production, as a country, Uganda earns more foreign exchange but this depends on ruling 
World Market Price, due to our low Value Addition capacity. The more money earned 
from cotton the more the farmer is enriched and does not have to look up to government 
for support and subsidies.  The savings by government also creates increased social 
service provision by government. 
  
Financing of agriculture still remains a very tricky issue in Uganda. Reasons being that 
this is a new phenomenon to the Banking Institutions.  Production is on small scale and 
exposed to natural catastrophes such as weather and civil strife.  The local Insurance 
Companies are reluctant to provide agricultural insurance. 
 
In our view, unless contract farming or/and large scale estate farming takes root, we 
believe agricultural financing in Uganda will take time to be a reality. 
  
However, agricultural financing is a very crucial factor especially for the cotton crop 
which is Annual and labour intensive requiring timely input supply, majorly pest control.   
 
There is need a requirement for government to take extra attention on agricultural 
finances. 
  
DONOR SUPPORT 
 
The donor community intervention is always welcome and appreciated.  Our advice 
however is that they must try as much to involve the local stakeholders right from Policy 
Making to Private Stakeholders and other relevant players right from concept design 
through to implementation, monitoring and feed back. 
 
Our advise is based on the fact that there is not single prescription for a problem except 
through dialogue and shared ideas which is a dynamic and continuous process. 
---------------------------------------------------------------------------------------------------------- 
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STRUCTURED TRADE FINANCE IN AGRIBUSINESS- A CASE OF 

ZAMBIA 
J. Chomba Sindazi 

Head Agribusiness & Structured Trade Finance 
Standard Chartered Bank Zambia 

 
 
1. BACKGROUND - AGRICULTURAL RESOURCE POTENTIAL 
 
• Unlike other Eastern & Southern African countries, Zambia with a population of 

about 10 million and a land area of about 752,000 square kilometres has relatively 
abundant land and water for agricultural purposes. About 58% of Zambia’s total land 
area and 42 million hectares is classified as having medium to high potential for agric 
cultural production, with rain fall ranging between 800 and 1400 mm annually. 
Population density is extremely low in most of the productive areas ranging from 1 to 
11 persons per square kilometre. Despite these endorsements, it is estimated that only 
14% of Zambia’s total Agricultural land is currently being utilised. 

 
• Maize accounts for over 70% of the total land area being cultivated and is grown all 

over  the country despite agro ecological conditions being unsuited for certain areas. 
 
• For the purpose of this discussion paper, maize shall be used as the point of focus as 

this is the crop that is widely farmed and also happens to be the staple food for the 
Country and thus receives a certain degree of attention from the farmers, donors and 
the Banks 

 
• Maize is grown by the farmers of different sizes for commercial, semi own 

commercial and household consumption purposes. This is grown in various parts of 
the country. Small scale farmers in the country will account for about a 1,000 000 in 
number and will account for about 80% of the total production of maize in the 
Country. This category of farmers normally produce at subsistence level using family 
labour and hand hole system of cultivation. These will normally depend on external 
support for inputs and other services, sometimes will include external credit 

 
• The balance of the national maize production of about 20% is grown and shared 

between medium scale and commercial farmers. Commercial farmers are estimated to 
number just under a 1 000, but while relatively low in number, they account for 
nearly all marketed production of wheat, Soya beans, coffee and tobacco production 

 
2. BOTTLENECKS FOR STRUCTURED TRADE COMMODITY FINANCE 

(SHORT – TO LONG – TERM FINANCE) 
 
Zambian Banks have over the years regarded agricultural commodity financing and any 
finance relating to agricultural sector as high risk finance. This stigma carried by the 
agricultural sector was obtained over many years during which financial institutions were 
confronted with more losses than in other sectors of the economy. 
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The major bottlenecks that banks had in financing agricultural commodities included the 
following: 
 

• Serious problems were experienced with warehousing. Effective and safe 
warehouse management were not always a reality 

• Serious problems were experienced in the relations between banks and collateral 
managers 

• The absence of an acceptable transparent price discovery system continues to 
pose  a great challenge to both growers, producers, trades and financiers alike 

• Given market liquidity limitations, liquidation of grain positions continues to 
create problems 

• Regular problems continue to be experienced in the utilization of legal system in 
disputes relating to agricultural commodities. Prosecuting loan defaulters is a 
tedious and frustrating process, a situation not helped by government low 
recovery rates on its seasonal loans to small scale producers 

• The commodity being financed will normally not be sufficient security in line 
with the credit policy requirements  

• The registration of security with relevant registration authorities takes longer than 
necessary and usually by the time registration is complete, the transaction will 
have been complete 

• At present access to finance to meet investment and working capital requirements 
is limited as banks are reluctant to lend to agriculture. 

•  In any case, where finance is available, the cost of borrowing is very excessive 
(currently around 30%), which presents a challenge to achieving realistic returns. 
Related to this, factor costs remain high, thus impacting on production & 
competitiveness 

• Policy shifts and unpredictable markets – Government by far remains an active 
player in the agricultural industry and mostly plays an interventionist role. This 
continues to send mixed market signals and creates uncertainty in the market. 
From this premise, potential and existing investors in the maize Industry are 
always wary of the risk of government interference, which may take the form of 
politically motivated imports at below market prices. These interventionist 
tendencies may include imposition of export restrictions. In addition to this 
government does not always stick to its policy commitments. 

• Poor infra structure – most agricultural productive areas have poor transport and 
communication infra structure, which therefore increases transaction costs. A 
number of areas in the country become inaccessible especially during the rainy 
season due to poor roads making it extremely difficult for farmers to access inputs 
and markets for disposal of their agricultural produce. Because of this limitation, 
small scale farmers are therefore forced to sell their produce below market price 
to traders as they have no means to dispose of their neither produce nor adequate 
storage facilities. Monitoring on the part of the Financier is also a big problem 

• Weak Institutional Support – this is evident at two levels. Firstly, the depth and 
breadth of extension services support provided to small scale farmers has been 
declining over the years, thus impacting adversely on the improvement of best 
farm management practices and thus affecting quality and yields. Secondly there 
is lack of decentralization of services provided by the Ministry of Agriculture & 
Cooperatives i.e. export & import permits, Revenue Authority & Commercial 
Banks make processing of documents and credit applications in Cities which 
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increases the cost of production for farmers and commodity traders based outside 
of the major city i.e. Lusaka. 

 
Given the above mentioned problems, banks have not been very keen to involve 
themselves in real commodity based financing. Most financing of commodities is based 
partly against the client’s balance sheet and or by taking the history of the client’s 
relationship with the bank into consideration. 
 
3. SPECIFIC EXPERIENCES ON INNOVATIVE WELL ADAPTED 

FINANCING MECHANISMS 
 
• Financing Based on Collateral Management Agreement - The form of financing 

which is becoming common practice in Zambia is the financing based on a Collateral 
Management Agreement (CMA). In this structuring technique, the financier takes 
control of the grain through the contract with the borrower which mandates the 
Financier to appoint a Collateral Manager to manage the grain with specific release 
instruction procedures. Grain financed under this scheme is normally stored on the 
client’s premises or the rented premises of a third party. The grain could either be the 
property of the Bank whilst stored or a lien could be registered against it. This 
arrangement will protect the Financiers collateral from eroding in physical terms but 
does not protect the lender against market risk & or price risk. 

• Should for some reason the borrower dishonour the financing arrangements and the 
financier has to liquidate the grain in an effort to cover the loan, the financier will 
bear the risk of market prices that might not cover the outstanding financial 
obligations.  

• When financing in this way, the bank is actually accepting the responsibility of the 
Warehouse Manager by appointing a Collateral Manager to undertake the exercise. 
The financier will be insured against quantity and to a greater extent quality but not 
the market price fluctuations. 

 
• Lien Backed Commodity Finance – in certain cases the bank might not want to take 

ownership of the commodity against the financing is based. In this instance, the bank 
provides finance with the warehouse receipt taken as collateral through a lien.  

 
• Financing backed with Ownership – the financing agreement implies that the bank 

will take ownership of the grain and hold it for the client against delivery. Grain will 
normally be released to the client after payment or fulfillment of agreed contractual 
terms. Normally, a client arranges for finance and procures the grain/commodity in 
accordance with his requirements. The grain is then delivered in to the warehouse 
where is stored on behalf of the Financier. The Financier receives a warehouse receipt 
as proof of deposit and ownership of the grain. The deal will be concluded with a 
back to back contract with the client take delivery of the grain at certain 
predetermined future date. This payment will normally cover the bank’s initial 
financing costs, carrying costs and other amounts that might have been agreed. 

• After fulfillment of the financing costs, the grain will be released to the client by way 
of warehouse receipt or physical release of the product from the warehouse 

• With this form of financing, the bank is running the risk of the client not performing 
by failing to honour its contractual obligations, in which case the asset might have to 
be liquidated at uncertain price in the market place. 
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• In an effort to mitigate this risk, the bank can either include a margin, by taking a 
“hair cut” on the grain financed or obtain “over the counter put options”. A put option 
or delivery option gives the holder thereof the right but not the obligation to deliver a 
specific quality & quantity of the grain on or before a specific future date at a 
predetermined minimum price to a specific buyer. This implies a guaranteed 
minimum price to the holder of the grain.  

• The buyer of an option is willing to sacrifice the premium in an effort to obtain the 
guarantee of a minimum price for his produce in an uncertain future, whilst the seller 
of the option is wilingl to sacrifice the opportunity of having the right to buy grain at 
a lower price than the minimum guaranteed price in return for a premium 

• Should the grain prices trade above the minimum guaranteed price at expiry of the 
option, the option holder will sell his produce in the open market at a higher price, 
write the premium off as insurance cost against the transaction and allow the option to 
expire 

• Should however, the market prices drop to below the minimum guaranteed price, the 
holder of the option will exercise his option and deliver his grain to the buyer. The 
buyer will be obliged to take delivery of the grain and pay the agreed minimum price 
but also keeping the premium 

 
• Pre shipment financing – in this particular financing, the bank has financed a Coffee 

grower to assist with working Capital Finance against production of Coffee. Funds 
are released to the client upon receipt of a warehouse certificate that the parchment 
coffee has been received by the Collateral manager. The bank will not take a risk on 
plantation financing. The first production of parchment before the final coffee is 
produced start to provide working capital to the client 

• The bank is then reimbursed through export sales receipts. 
 
• Risk sharing type finance – in this type of deals the bank is financed direct to the 

producer or grower normally on short term basis and shared this risk with the likes of 
The European Investment Bank on a pari- passu basis. This does not only free up the 
country limits but also minimizes the amount at risk in the event of project failure. 

• The other way this has been done is through financing a corporate entity which in 
turn on lends to a number of small scale farmers. The number of small scale farmers 
in this case total over 60,000. The bank is ideally taking Corporate risk but able to 
reach small scale producers in outlaying areas. The Corporate company has the 
capacity to monitor and track the loans, which capability nor structure the bank does 
not possess. 

 
• Use of Special Purpose Vehicles (SPV) - in the recent past, the bank has embarked 

on a drive to establish an SPV which will be used as a conduit for borrowing 
purposes. In this structure, an SPV gets into supplier contracts with the various 
farmers for them to purchase agricultural inputs at various dates in the future. The 
inputs are then procured by an SPV, stored under Collateral Management & releases 
to the farmers under contract acts as loan repayments to the SPV. The price and 
quantities will have been worked out and agreed well in advance 

• This type of finance frees up the customer’s cash flow, in that the stocks are not on 
their balance sheet, cash is thus not tied in stocks and also provides just in time 
provision of inputs 

 
 



 22

4. PROSPECTS OF IMPROVING THE ROLE OF LOCAL BANKS IN 
PROVIDING COMMODITY BASED FINANCE 

 
Small scale producers in Zambia are responsible for 80% of all maize production. This 
maize is produced through out the country and it is never known what percentage of it 
will be offered  to the commercial market. Yields are normally largely dependent on the 
availability of fertilizers through government and Non Governmental Organizations. 
Given the geographical distances to markets, transport and storage these supplies are 
relatively expensive. It is against this backdrop that the private sector initiated a project to 
form a warehouse receipt system which aims at improving the role of commercial banks 
in providing commodity based finance. 
 

• The prospects of improving the role of local banks in providing commodity based 
finance is being enhanced through a private sector initiative of introducing the 
warehouse receipt financing system 

• The banks and various stake holders came together and formed a grouping to 
introduce a form of financing that will aim at improving capacity and ability for 
especially the small producers to access finance well in time against warehouse 
receipts 

• An organization called Zambia Commodity Agricultural Agency (ZACA) was 
formed to be used as an umbrella organization for the purposes of fostering the 
formation of the warehouse receipt financing system 

• ZACA will have the task of certifying and vetting the Warehouse operators under 
the guidance of the rules and parameters that the private sector has led out 

• The identity of the grain deposited in the certified warehouses will not be 
preserved i.e. it will meet the minimum set quality specifications 

• A warehouse receipt will then be issued to the depositor of the grain, who will  be 
the holder of the title in due course 

• With the warehouse receipt, the holder can then negotiate a credit/loan facility 
from any Commercial bank in Zambia. The Commercial bank will then provide 
finance at a discount and take the warehouse receipt as security for the loan 

• This financing will provide the farmer with sufficient funds to meet his immediate 
needs whilst waiting for the commodity price to get better/market conditions to 
improve   

• The warehouse receipt will then become a negotiable instrument which will  be 
traded in the ordinary course of business 

• The private sector lobbied government to make amendments to the Agricultural 
Credit Act in order to facilitate the recognition of the warehouse receipt as a 
negotiable instrument. The advantages of the warehouse receipt are that: they are 
secure, low risk instruments which will lead to increased lending and liquidity of 
trade, reduced trading margins & development of the input supply network. It is 
also expected that once fully operational, it will provide a platform for increased 
incentives to produce which will in turn enhance agricultural production and or 
activity 

 
This project has reached an advanced stage with a draft bill to amend the relevant 
sections of the law already with government. Given the above, the grain trading activities 
is expected to become much more approachable from the financial sector’s point of view 
with risks related to commodity financing, Agri business and grain produce being 
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relatively acceptable. The new market will also develop the opportunity to create 
financial instruments based on agricultural commodities  

 
5. APPROPRIATE ROLE OF GOVERNMENT 
 
The overall policy direction of Government towards agriculture should be to support the 
development of a sustainable and competitive agricultural sector that assures food 
security at national and household levels and thus maximizing the sector’s contribution to 
Gross Domestic Product (GDP). Agriculture is thus considered as the prime engine for 
achieving broad based economic growth and poverty reduction. In this respect, the 
government has given emphasis to liberalization the sector and promoting the private 
sector participation in production, marketing, input supply and credit.  
 
More specifically the government’s focus should include: 
• Ensure national and household food security through dependable annual adequate 

supply of basic food stuffs 
• Contribute to sustainable industrial development through provision of support 

structures such as road net work, storage facilities, communication and power 
• Strengthening of the Investment Act through offering of incentives for new and 

expansion of investment activities. More recently the Government has introduced the 
export Processing Zones Act which will offer incentives  and special packages for 
producers of non traditional exports 

• Streamlining tax administration systems and the introduction of tax incentives for 
farming enterprises and producers of non-traditional exports. For example, farming 
enterprises attract corporate tax of 15% instead of the normal 35%. 

 
In line with the above, we believe that the government is to adopt a two edged strategy to 
stimulate agricultural production. Firstly it is addressing needs for creating an enabling 
environment for increased private sector participation in order to promote investment in 
commercial farming which will in turn support the small holder grower. Secondly it 
continues to provide and address the needs for assisting small scale farmers to improve 
production methods and secure markets for their produce as part of poverty reduction 
programs thus increased farm based incomes. 
 
6. REQUIRED TECHNICAL ASSISTANCE TO PURSUE THE OBJECTIVE 

OF ENHANCING COMMODITY TRADE FINANCE 
 
• From the foregoing, it is clear that what is lacking is the technical capabilities and 

means to adequately addressing the bottlenecks identified in addressing and 
enhancing effectiveness in the financing of commodity based transactions. 

• There is need to sensitize the financiers, processors and growers on the availability of 
structured trade solutions for commodity based transactions 

• In this regard, dissemination of trade data would go a long way in providing insights 
into the financing techniques and experiences of other producers and financiers. 

 
UNCTAD would assist by way of provision of both on the spot training and reading 
materials in order for would-be financiers to migrate best practice. Such kind of 
assistance may lead to the creation of especially the Commodity Exchange where soft 
commodities could be traded. This would go a long way in restoring confidence in the 
system. 
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REUNIÓN DE EXPERTOS EN FINANCIACIÓN DEL COMERCIO Y DEL DESARROLLO EN 
EL SECTOR DE LOS PRODUCTOS BÁSICOS 

 
 

Financiación del comercio de productos básicos 
Lucy Bu de Bueso 

 
I. ¿Principales problemas de la financiación del comercio de productos básicos, 

en particular en la medida en que afectan a los sectores más pobres de la 
población? 

 
El crédito agrícola se considera de baja rentabilidad y de alto riesgo, debido a que esta 
actividad es influenciada por factores endógenos y exógenos, que deben considerarse, 
para lograr el éxito de la financiación, pero que usualmente no se toman en cuenta. 
 
En Honduras, el financiamiento a la producción de productos primarios del agro, ha 
enfrentado problemas, resultado de las malas experiencias que la banca formal ha 
experimentado al financiar este tipo de actividad. 
 
Se ha considerado que financiar la producción de productos básicos es de alto riego. Este 
riesgo se visualiza en desastres naturales, falta de tecnificación en los productores, 
volatilidad en los precios de algunos productos básicos, desconocimiento del 
comportamiento del mercado, y otro no menos importante la tenencia de la tierra, del cual 
dependen las garantías, que usualmente amparan los préstamos. 
 
Los bancos hacen uso de líneas de crédito especiales, cuyo fondeo procede del exterior: 
Union Europera, Taiwán, USAID, entre otros, con tasas menores que las del mercado, 
pero que se vuelven escasas o poco accesibles para el pequeño productor. 
 
Las tecnologías de crédito que se aplican para financiar este tipo de productos no son las 
adecuadas para el tipo de actividad, por lo general los plazos no se adaptan a la 
estacionalidad de la operación productiva y los prestatarios se ven en dificultades para 
honrar el crédito. 
 
Las experiencias con el crédito agrícola dirigido, aunado a las condonaciones de deuda en 
este sector, provocaron: deterioro en la cultura crediticia de la población rural, 
específicamente, aquella dedicada a la producción agrícola, baja recuperación de los 
créditos, ninguna atención en la movilización de ahorros, y dependencia de subsidios e 
insolvencia de las instituciones financieras participantes. De otra parte, la banca 
comercial, se ha venido retirando de la financiación del sector agrícola, lo cual se puede 
apreciar en las cifras siguientes: 

 



Destinos 31 de marzo 04 Al 31 mayo 04
Variac.mayo/mar

zo Al 31 de junio 04  Variac.juni/ mayo Al 31 de Julio 04
Varaci 

Julio/juni
Agropecuarios 182,572.2 24,016.61          (158,555.58)         68,741.47               44,724.86                  327,135.30               258,393.83       

Expl. Y Explorac de 
minas y canteras -                        

113.83               113.83                 41.26                      (72.57)                       2,785.84                   2,744.58           

Industria 610,035.94         753,540.81        143,504.87          843,820.00             90,279.19                  543,778.11               (300,041.89)      
Financ. De Export 1,066,786.88      292,551.57        (774,235.31)         300,015.61             7,464.04                    182,515.91               (117,499.70)      
Servicios 542,581.53         492,642.49        (49,939.04)           566,196.77             73,554.28                  300,802.89               (265,393.88)      
Transporte y Com 36,544.83           41,146.23          4,601.40              31,782.30               (9,363.93)                  27,676.87                 (4,105.43)          
Prop. Raíz 575,013.21         465,903.64        (109,109.57)         487,094.69             21,191.05                  456,528.44               (30,566.25)        
Comercio 913,818.12         1,083,966.85     170,148.73          877,041.63             (206,925.22)              906,017.83               28,976.20         
Consumo 657,953.44         824,523.70        166,570.26          845,113.61             20,589.91                  703,968.65               (141,144.96)      
Prestamos sobre 
Pólizas                         -   -                    -                       263.55                    263.55                       236.45                      (27.10)               
A Bancos Nacionales 229,719.23         214,626.98        (15,092.25)           179,498.89             (35,128.09)                580,483.67               400,984.78       
A Gob. Centrl 214.52                140.37               (74.15)                  60,014.07               59,873.70                  21,198.18                 (38,815.89)        
A GobLocal 23,359.46           38,957.59          15,598.13            53,119.29               14,161.70                  17,238.08                 (35,881.21)        
A Inst. Desc -                      26,000.00          26,000.00            27,447.35               1,447.35                    66,195.72                 38,748.37         

Total 4,838,599.4 4,258,130.67     (580,468.68)         4,340,190.49          82,059.82                  4,136,561.94            (203,628.55)      

Prestamos Nuevos  del sistema financiero nacional
Cifras en miles de Lempiras

 
 
 
Los sectores más pobres de la población no tienen acceso al crédito debido a que no 
poseen garantías que sean aceptadas por los bancos, agregándose además, la carencia de 
los conocimientos técnicos que les permita eficiencia en las operaciones productivas. Y 
en ese contexto sí vinculamos la actividad productiva, con los sectores más pobres de la 
población tendremos que construir una visión de desarrollo, centrada en el capital 
humano: la gente; y ésta a su vez interrelacionarla con otros capitales alrededor de los 
cuáles ella construye sus medios de vida: natural, social, humano, físico, y financiero. 
En forma breve, definimos el capital natural: como la tierra, biodiversidad y recursos 
ambientales; el capital social: como la membresía en grupos, redes, relaciones de 
confianza y acceso a instituciones más amplias en la sociedad; el capital humano está 
conformado por aquellas habilidades, conocimientos, disposición para el trabajo y buena 
salud, entre otros, el capital físico comprende la infraestructura básica: transporte, 
vivienda, agua potable, energía, comunicaciones y el equipo de producción. El capital 
financiero comprende los recursos financieros disponibles a la gente, bien sea que se trate 
de ahorros, oferta de créditos, remesas familiares o pensiones1. 
 
También es importante considerar en el contexto de financiación de productos básicos, la 
vulnerabilidad que enfrentan los capitales, como son las tendencias, las perturbaciones 
externas (sean estas naturales o de mercado) y las prácticas culturales.  
 
 

II. Ejemplos concretos de experiencias positivas en que se estructuraron 
mecanismos de financiación innovadores y bien adaptados para permitir el 
acceso de los operadores del sector de los productos básicos a la financiación. 
¿Cuáles fueron las principales causas de éxito?  

 
En Honduras, puedo mencionar casos de éxito en el sector de las microfinanzas, que han 
logrado resultados exitosos, financiando a micro y pequeños productores de productos 
básicos. La experiencia indica que más que mecanismos innovadores, se aplicaron 
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1 Falck Mayra. “Los servicios financieros rurales en el marco de las relaciones urbano-  rurales. El caso de Centroamérica.”  
Ponencia preparada para el Foro Regional de Microfinanzas Rurales promovido por la Red Katalysis desarrollada en Managua, 
Nicaragua del 18 al 21 de marzo 200. 
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metodologías de financiamiento adaptadas a la peculiaridad de la actividad financiada. 
Adecuar los mecanismos a los ciclos productivos, de forma tal que los prestatarios 
puedan rembolsar el crédito como producto de la venta de su cosecha. No obstante es 
importante enfatizar, que para evaluar un crédito agrícola, se debe combinar con otro tipo 
de actividad productiva que realiza el productor para diversificar el riesgo y asegurar el 
repago. 
 
La metodología adecuada para financiar este tipo de actividad, hace sinergia con la 
asistencia técnica que debe recibir el prestatario, quien ha su vez debe estar organizado en 
asociaciones o gremios que fomenten la capacitación y la solidaridad empresarial. 
 
Podemos enunciar como factores de éxito lo siguiente: 
 

1. Organizar a los beneficiarios para capacitarlos en metodologías de participación 
social, así como en tecnologías agropecuarias y posteriormente conectarlos con 
los siguientes eslabones de la cadena, como es la comercialización: Aquí se toma 
en cuenta el capital social y capital y capital humano. 

 
2. Aplicar metodologías de financiamiento adecuadas al tipo de actividad, previa 

capacitación en metodologías crediticias de tipo grupal, aplicando herramientas 
propias para el crédito rural, que reducen el riego crediticio de estas actividades. 
En este caso se aplicó la sinergia del capital social, humano y financiero  

 
3. El seguimiento a los clientes de parte de personal especializado en asistencia 

técnica y de crédito en forma independiente de la institución financiera. 
 
4. Financiamiento a toda la actividad económica familiar y no a cultivos específicos: 

Se evaluó el capital natural 
 

III. Que perspectivas han de mejorar el papel de los bancos locales en lo 
concerniente a establecer mecanismos de financiación eficientes, bien 
adaptados  y que se ajusten a las necesidades y requisitos de los productores, 
los elaboradores y los comerciantes/ exportadores del país (Honduras)? 

 
El estudio de factibilidad elaborado por la carrera de Desarrollo Socioeconómico y 
Ambiente del Zamorano, elaborado para la Red Nacional de Instituciones de 
Microfinanzas en Honduras, propone el siguiente esquema, mediante el cual se 
interrelacionan los mercados en el sector rural y los servicios financieros: 
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El esquema anterior,  establece un mercado de servicios financieros: bancos comerciales,  
instituciones de microfinanzas y bancos de desarrollo, entre otros; interviniendo con 
dinamismo en las  necesidades de mercado, de forma tal que sea proactivo a la demanda 
de los servicios financieros que realmente desean los clientes. 
 
Igualmente sugiere una interrelación coordinada en los agentes de mercado de productos 
básicos que vinculados en forma eficiente y oportuna con los ofertantes de servicios 
financieros, se vislumbra una mejora su importante papel en el desarrollo del país. 
 

IV. ¿Cuáles podrían ser las funciones apropiadas del Estado? 
 
Considero que el Estado debe establecer un marco de política para el financiamiento de 
los productos básicos con reglas claras, facilitando por medio de las instituciones 
adecuadas, para el caso en Honduras FONAPROVI;  líneas de crédito a los 
intermediarios financieros en condiciones propias para financiar las actividades 
productivas, de forma tal que exista igualdad de oportunidades para la banca comercial al 
acceso de fondos de redescuento y a la vez que las instituciones financieras los sepan 
canalizar hacia el sector agrícola en condiciones que se adapten a las necesidades del 
sector. 
Para lograrlo se sugiere considerar los aspectos siguientes: 
 

• Evaluar los servicios financieros en el sector formal e informal, que 
ofrecen a los empresarios rurales que deberá incluir un diagnóstico 
actualizado, cuando no exista, de los empresarios rurales, los 
intermediarios bancarios y no bancarios y una revisión del marco legal 
para el funcionamiento de esos intermediarios. 
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• Generar y proponer una nueva visión estratégica del crédito rural, que 
tome en cuenta las lecciones del pasado, la nueva realidad y los nuevos 
actores en los mercados financieros rurales 

 
• Solicitar a las agencias multilaterales y bilaterales la flexibilidad en el 

diseño de los medio financieros utilizados en sus operaciones de apoyo a 
los proyectos y actividades productivas en el sector rural 

 
• Promover el ahorro como base de acceso al crédito y como fuente de 

fondeo para los intermediarios financieros, para lo cual se debe contar 
con un ambiente macroeconómico estable que permita la movilización de 
ahorro en forma sustentable. 

 
• Desarrollar esquemas de seguros, garantías de calidad e instrumentos de 

cobertura capaces de atender riesgos de la actividad agropecuaria 
 

V. ¿Cuáles son las esferas más importantes de asistencia técnica en las que debe 
perseguirse el objetivo de mejorar la financiación del comercio de productos 
básicos y, en particular, promoverse la cooperación entre los bancos locales y 
los operadores nacionales en el sector de los productos básicos?  ¿Cuál es el 
papel de la UNCTAD? ¿Cuál es el mejor modo de prestar asistencia técnica? 

 
Siguiendo el esquema desarrollado en la pregunta 3 
 
Se pueden establecer tres líneas de asistencia técnica: 
Dirigido al beneficiario o demandante de servicios financieros 

• En aspectos de participación social 
• En aspectos de mejora tecnológica para la eficiencia de su actividades 

productivas 
• En manejo de crédito e inserción en la cadena productiva y de 

comercialización de sus productos 
 
Dirigida al sector financiero: 

• Nuevas metodologías de financiación para el sector agrícola 
• Aplicación de seguros para actividades de alto riesgo 

 
Dirigida al sector estatal 

• Para establecer una política que defina las estrategias para apoyar a los 
diferentes agentes que participan en la financiación de las actividades 
productivas 

 
UNCTAD, como organismo de cooperación debería  apoyar a los  gobiernos en el diseño 
de políticas integradoras para financiación de los productos básicos en un esquema de 
integración de todos los agentes de la cadena de producción y comercialización, de forma 
tal que se pueda establecer momentos claves para la evaluación de impacto que indique la 
efectividad de la asistencia técnica brindada. 
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Claves de éxito en financiación de 
Productos Básicos

Capacitación en metodologías de participación social, así como en 
tecnologías agropecuarias y posteriormente conectarlos con los 
siguientes eslabones de la cadena, como es la comercialización: Aquí se 
toma en cuenta el capital social y capital y capital humano.

Metodologías de financiamiento adecuadas al tipo de actividad: 
capacitación en metodologías crediticias de tipo grupal, aplicando 
herramientas propias para el crédito rural, que reducen el riego crediticio 
de estas actividades. En este caso se aplicó la sinergia del capital social, 
humano y financiero 

El seguimiento a los clientes de parte de personal especializado en 
asistencia técnica y de crédito en forma independiente de la institución 
financiera.

Financiamiento a toda la actividad económica familiar y no a cultivos 
específicos: Se evaluó el capital natural
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Funciones del Estado

Definir marco de política para el sector
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FINANCEMENT DU SECTEUR CAFE AU BURUNDI : 
PROFIL ET PERSPECTIVES 

 
Jean Baptiste Hakisimana 
Directeur du Patrimoine 

Office des cafés du Burundi 
 
 
INTRDUCTION SUR LE CONTEXTE GENERAL    
 
Au Burundi, l’importance économique du secteur agricole est primordiale. Elle est mise 
en évidence par trois indicateurs qui lui confèrent un rôle fondamental dans le processus 
de développement : 
 

- plus de 60% de la population est agricole ; 
- plus de 95% des recettes d’exportation proviennent du secteur agricole ; 
- plus ou moins 55% du PIB total est généré par le secteur agricole. 

 
Avec ces chiffres, l’importance de l’agriculture dans le développement socio-
économique du Burundi n’est plus à démontrer. Il est important de souligner le rôle 
prépondérant du café dans ce secteur : 
 
• plus de 80% des recettes d’exportations sont générées par le café ; 
• le café reste la première culture de rente pouvant procurer des revenus 

relativement intéressant pour subvenir aux besoins essentiels (investissements 
agricoles, améliorer leur logement, envoyer les enfants à l’école, etc. 

 
Au Burundi, le secteur primaire d’exportation se compose presque exclusivement du 
café et du thé. Ces deux filières sont aussi les plus structurées. 
 
Malgré l’importance capitale que revêtent ces filières, elles connaissent des 
problèmes d’accès au financement  dont les causes sont multiples. Dans les 
paragraphes qui suivent, nous allons indiquer : 
 

- les difficultés d’accès au financement du secteur café au Burundi ; 
- le rôle joué par divers protagonistes : les banques locales, le Gouvernement, 

les intervenants du secteur café ; 
- les solutions pour améliorer le rôle des banques locales, les domaines 

nécessitant une assistance technique de nature à améliorer le financement des 
produits de base (le café pour le cas qui nous concerne), le rôle de certains 
partenaires du développement tel que le CNUCED et les bailleurs de fonds. 

 
STRUCTURE ORGANISATIONNELLE ET FONCTIONNELLE DE LA FILIERE 
CAFE AU BURUNDI (voir schéma annexe 1) 
 

La filière café du Burundi compte cinq acteurs principaux dont la distinction se base 
sur les fonctions dévolues à chacun : 
 

- Les caféiculteurs (± 800.000 ménages) cultivent le café arabica sur une petite 
partie des lopins de terre familiaux (1 are en moyenne) et vendent leur récolte 
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(cerises fraîches) aux Sociétés de Gestion des Stations de Lavage et dépulpage 
de ce café, dénommées SOGESTAL ; 

 
- Les SOGESTAL au nombre de cinq (5) gèrent chacune une moyenne de vingt 

cinq (25) stations de lavage. Les SOGESTAL contractent le crédit pour 
acheter les cerises livrées par les caféiculteurs. Comme leur dénomination 
l’indique, les SOGESTAL lavent et dépulpent le café avant de faire usiner 
chez les déparcheurs- conditionneurs ;  

 
- Les usiniers-déparcheurs sont au nombre de trois (3) : la plus grande société 

est la SODECO (Société de Déparchage et de Conditionnement) dont l’Etat 
est actionnaire à plus de 85% ; les deux autres SIVCA et SONICOFF sont des 
sociétés à capitaux privés (100%) mais elles ont une capacité d’usinage faible 
représentant 30% de la capacité de la SODECO ; les usiniers ont la mission de 
déparcher et conditionner le café avant de l’expédier dans les entrepôts agréés 
pour la commercialisation ; 

 
- L’OCIBU (Office du Café du Burundi) a trois missions principales, la 

coordination-régulation du secteur café, la commercialisation de tout le café 
du Burundi par la voie d’enchères, la gestion des infrastructures du secteur 
café (usines, stations de lavage) qui jusque-là restent une propriété de l’Etat. 
Elles sont mises en location aux SOGESTAL et à la SODECO ; 

 
- Les exportateurs regroupés dans une Association appelée ABEC (Association 

des Exportateurs de Café) assurent l’exportation du café ; ils achètent 
individuellement le café mis aux enchères tous les mercredis par l’OCIBU et 
doivent obtenir un financement et payer le café avant l’embarquement. Ces 
sociétés d’exportation travaillent avec des négociants ou torréfacteurs basés 
dans les grands ports européens ou américains. Certaines sociétés sont des 
filiales, avec un personnel salarié, d’autres sont des commissionnaires 
travaillant sur une base FOT, d’autres sont indépendantes et travaillent sur des 
bases FOB. Ces différences d’organisation entraînent aussi des différences 
dans l’accès au financement et des problèmes de concurrence que nous 
développerons dans les chapitres ultérieurs. 

 
LES BESOINS DE FINANCEMENT ET LES DIFFICULTES D’ACCES A CES 
RESSOURCES. 

 
Les besoins de financement du secteur café existent à tous les maillons de la chaîne 
de production et de la commercialisation : 
 

- au niveau de la production ; 
- au niveau de la transformation ; 
- au niveau de l’exportation. 

 
Avant de développer les points ci-haut, il faudrait une revue panoramique du système 
financier Burundais. Ceci permettra de mieux comprendre certains phénomènes et 
problèmes d’accès aux financements. 
 
Dans le système financier Burundais, on décèle les caractéristiques suivantes : 
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- Un marché surbancarisé, égard à la capacité d’absorption des crédits par le secteur 

productif et l’étroitesse du marché bancaire; 
 
- A l’analyse de la structure du portefeuille des banques on constate que le système 

financier est extraverti et concentré dans les milieux urbains, d’où un gap de 
financement dans les milieux agricoles ruraux ; 

 
- Malgré la multiplicité des intervenants, le secteur financier reste rudimentaire. La 

densité de l’activité financière (M2/PIB) de 17% est en deçà de la moyenne 
africaine (22%) 2. 

 
- Le portefeuille des banques commerciales révèle un secteur bancaire plutôt 

fragile. La situation financière d’ensemble indique une chute de la rentabilité 
depuis 1993, début de la guerre civile et les troubles sociaux au Burundi. 
L’environnement immédiat dans lequel évolue le secteur bancaire (crise 
économique et troubles sociaux) le fragilise davantage car le tarissement de la 
trésorerie de l’Etat et des Entreprises obère la qualité du portefeuille et diminue le 
niveau de liquidités globales. Le tarissement des liquidités des entreprises 
publiques, le gel des dépôts extérieurs, l’accumulation des impayés dus à la crise, 
la détérioration de l’environnement des affaires compromettent la qualité des 
portefeuilles des établissements financiers. 

 
- Malgré la création et la multiplication des coopératives d’épargne et de crédit 

ainsi que des associations de crédit spécifiquement destiné à satisfaire une 
clientèle exclue du système financier classique, le déficit de financement pour le 
secteur agricole est encore important. 

 
Besoins de financement à la production 

 
Les besoins de financement aux producteurs sont énormes et restent les moins 
couverts de tous les maillons de la chaîne de production, de transformation et 
d’exportation du café. 
 
Les producteurs du café sont exclus du système de financement bancaire classique. 
Pourtant les producteurs ont besoin de financer : 
 

- l'acquisition des intrants : engrais, matériel café, la main-d’œuvre pour le paillage et 
la récolte des cerises, etc. ; 
 

- la couverture des besoins de première nécessité : frais de scolarité, soins de santé, etc. 
 

- pour mieux profiter de la valeur ajoutée du café produit sur leurs parcelles, les 
producteurs veulent profiter de la libéralisation-privatisation pour acquérir des actions 
dans les stations de lavage à travers les associations des caféiculteurs. 
 

 
2 IDEC (Institut de Développement Economique), Structure du Crédit Bancaire et Possibilités de Réformes 

en Vue d’une Croissance Soutenue Durable, Prime NYAMOYA et AL. 
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Les deux premiers types de besoins, qui sont des besoins récurrents, peuvent être 
assimilés à des besoins en fonds de roulement des ménages caféicoles et sont estimés 
à un minimum de 16 milliards de francs burundais (± 14,5 millions USD) par 
campagne. La dernière rubrique concerne un besoin d’investissement. Pour acquérir 
30% des investissements étatiques actuels, les producteurs doivent mobiliser un 
capital estimé à 10 milliards de francs burundais (± 9 millions USD).3
 
Le secteur bancaire classique du Burundi n’intervient pas pour subvenir à ces besoins 
pour plusieurs raisons : 
 

- forte concentration des infrastructures physiques et économiques dans la capitale ; 
 

- les demandes de concours portent sur des montants relativement dérisoires qui, pris 
isolement, ne justifieraient pas une intervention de la Banque classique ; 
 

- l’inexistence ou l’insuffisance des garanties solides pour sécuriser les crédits alloués ; 
 

- les ressources disponibles dans les banques classiques coûtent extrêmement chères 
avec un taux d’intérêt débiteur moyen de 25%, auquel s’ajoutent d’autres frais de 
gestion bancaires ; 
 

- l’absence de structure d’encadrement technique des bénéficiaires de crédit qui 
pallierait au manque de formation et d’information des populations rurales 
bénéficiaires et qui appuierait la population dans la gestion de leurs petits projets. 
 
En conclusion, le système bancaire dans sa structure actuelle est incapable de 
répondre aux besoins des populations rurales pour des raisons de coût, de risque et de 
méconnaissance du milieu.  
 
Face à cette situation, un phénomène de micro-crédit a vu le jour au Burundi et la 
première institution à octroyer des micro-crédits aux agriculteurs, la Banque 
Nationale de Développement Economique, a vu le jour en 1966. A un faible niveau, 
la Banque octroyait déjà des micro-crédits aux fonctionnaires de l’Etat, aux 
associations des agriculteurs des filières riz, café, petit élevage, depuis 1967. 
 
Le projet COOPEC fut créé en 1984 pour corriger les déséquilibres de financement 
du monde rural. 
 
Le projet TWITEZIMBERE fut créé en 1993 et vise à encourager le montage, par les 
personnes vulnérables, d’activités pérennes génératrices de revenus grâce à l’accès au 
micro-crédit. 
 
Malgré toutes les initiatives publiques ou privées, le taux de pénétration du crédit 
dans le milieu rural reste encore très faible et la grande majorité de la population 
ignore encore le crédit. 
 
Comme on peut le constater, la couverture des besoins en financement dans le monde 
rural est insignifiante. 

 
3 Source OFFICE du CAFE DU BURUNDI, Arriérés garanties par des bons du trésor. 
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Concernant le financement du monde rural par des micro-crédits, un certain nombre 
d’ASBL et d’ONG oeuvrent déjà dans ce secteur. Nous présentons ci-après 
l’expérience et les méthodes de travail de l’ASBL TWITEZIMBERE qui est un projet 
de la Banque Mondiale et la Banque Coopérative COFIDE qui est conçu sous forme 
de banque communautaire. 
 

Besoins de financement à la transformation et à l’exportation du café au Burundi 
 
Les problèmes de financement rencontrés au niveau de la production se rencontrent 
aussi au niveau de la transformation. Les acteurs demandeurs des financements de 
transformation sont les sociétés de gestion des stations de lavage (les SOGESTAL) et 
les usiniers-déparcheurs (la SODECO, la SIVCA et la SONICOFF). 
 
Ces entités ont besoin de financer : 

- la collecte du café dont les besoins peuvent être estimés à une moyenne de 25 
Millions USD pour une campagne où la production est de 30.000 T de café vert ; 

- le fonctionnement (coûts opérationnels et administratifs) estimés à 4 Millions USD 
par an. 

- le rachat du café pour exportation,  les exportateurs disposent de 7 jours pour payer le 
café achetés aux enchères, le montant nécessaire pour financer une campagne de 
30.000 T peut être estimé  à 35 Millions de dollars Américains. 
 
Avant la campagne café 1999/2000, ces financements étaient octroyés par le 
consortium de toutes les banques commerciales et institutions financières moyennant 
une caution de l’Office du Café du Burundi (OCIBU) dépositaire du Fonds de 
Stabilisation pour la filière café. 
 
Depuis la campagne café 1999/2000, ce fonds a été vidé par la chute brutale des cours 
du café sur le marché international et le secteur bancaire a perdu confiance dans la 
caution de l’OCIBU dépositaire d’un fonds devenu vide faute d’être alimenté. 
 
Pour ne pas bloquer le fonctionnement d’un secteur vital pour le pays, le 
Gouvernement a dû intervenir en avalisant les crédits sollicités par l’industrie du café. 
 
L’Etat étant encore propriétaire de l’outil de production, ces sociétés n’ont pas 
d’investissements immobiliers à donner en hypothèque au secteur bancaire. 
 
Les cinq (5) dernières campagnes café (1999/2000 à 2003/2004) se sont soldés par 
des impayés de l’ordre de 13 Millions USD, en principal. 
 
Suite à une remontée des cours de café sur le marché international, le secteur café 
burundais espère ne pas accuser des arriérés sur le financement de la campagne café 
2004/2005, en cours. 
 
Suite à la pression des bailleurs de fonds, tels le FMI et la Banque Mondiale, le 
Gouvernement a déjà annoncé une série de mesure tendant à se désengager du secteur 
et ne pas avoir à subventionner sa survie. Ces mesures passent par la libéralisation et 
la privatisation du secteur. Cependant, la libéralisation - privatisation du secteur se 
heurte aux problèmes majeurs ci-après : 
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- le pays sort à peine d’une crise socio-politique qui a entraîné une guerre civile et il est 

difficilement envisageable que des investisseurs nationaux et étrangers puissent se 
porter acquéreurs des actions en vente qui seront en vente bientôt; 
 

- le secteur café est lui-même en crise (chute des cours du café) et n’attirerait pas 
beaucoup d’investisseurs ; 
 

- le secteur bancaire local est incapable de disponibiliser des fonds d’investissements à 
long terme faute de ressources longues à leur disposition. 
 
Les crédits du consortium des banques coûtent excessivement chers (16,75%) et sont 
accordés sous forme des avances à l’activité de collecte et de transformation. Ce taux 
appelé taux de campagne n’est appliqué qu’aux financements de collectes du café. 
Les autres financements subissent un taux  de plus de 23%.  
 
Face à une rareté de ressources et à un coût excessif de ces ressources, des tentatives 
pour obtenir de financements relativement abordables à partir des banques et 
institutions financières étrangères ont été entreprises par certains acteurs mais ils se 
heurtent à des obstacles liés à la législation et à la réglementation du change, aux 
manques de garanties contre les risques d’exploitation et/ou les risques politiques. 
 
En bref, les contraintes d’accès au financement par l’industrie caféière de 
transformation et l’exportation  ont pour cause : 
 

- l’absence des ressources longues pouvant financer les investissements dans le secteur 
agricole ; 
 

- les taux d’intérêt bancaires sont très élevés 23 à 25% grèvent sensiblement les 
bénéfices des sociétés et découragent les investisseurs ; 
 

- l’environnement légal et réglementaire ne facilite pas l’accès aux financements 
extérieurs, les banques commerciales redoutent le recours à ces financements dont 
l’usage intensif pourrait déstabiliser leur portefeuille parce que certains clients 
trouveraient une discrimination par des taux d’intérêts différents selon l’origine des 
ressources. 
 

- aucun système de couverture contre les risques de prix, les risques de production, etc. 
 

STRATEGIE D’AMELIORATION DE L’ACCES AU FINANCEMENT DU 
SECTEUR CAFE AU BURUNDI 

 
Le système financier Burundais est très limité en ressources et en couverture 
territoriale. L’amélioration de l’accès au financement passe par la clarification des 
rôles que doivent assumer les principaux acteurs que sont : le Gouvernement, les 
Banques et les donateurs, les bailleurs de fonds et les partenaires de développement 
tel que le CNUCED.. 
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Rôle du Gouvernement 

 
Le Gouvernement doit, pour améliorer l’accès aux financements par le secteur 
agricole des produits de base, s’atteler à : 
- Mettre en place les cadres politique, juridique et réglementaire pour permettre le 

développement des institutions financières et des instruments innovateurs ; 
 
- Sur le plan juridique, les banquiers sont soucieux d’une stabilité des règles de jeu 

tant en termes de réglementation qu’en termes de respect des engagements 
contractuels ; 

 
- Autoriser les banques étrangères à intervenir sur le marché intérieur, soit par le 

biais de coentreprises avec des banques locales, soit en tant que filiales d’une 
banque étrangère ; ceci permet de bénéficier des technologies de pointe et des 
normes prudentielles modernes ; 

 
- Parmi les problèmes particuliers des zones rurales, on compte les coûts de 

prestation de service très élevés, dus aux populations dispersées et aux 
insuffisances de l’infrastructure de transport et de communications, le 
Gouvernement et les bailleurs de fonds doivent résoudre le problème 
d’infrastructure de base pour prétendre à toute autre de développement. 

 
- L’ouverture d’un système de financement préférentiel pour ceux qui financent le 

développement à travers les micro-crédits par les axes ci-après : 
 

i. La réorientation de l’aide au développement en direction des familles 
rurales à travers la promotion du micro-crédit ; 

ii. La mobilisation des ressources pour le financement des activités de micro-
crédits ; 

iii. La constitution d’un fonds de garantie aux institutions de micro-crédits. 
 
- La conception d’un cadre de concertation avec les banques commerciales afin que 

celles-ci rejoignent le mouvement de financement des activités de micro-crédits. 

 
Le rôle des Banques Commerciales 

 
Au cours de son évolution, le secteur financier formel passe habituellement par 
plusieurs étapes. On voit tout d’abord se mettre en place et se développer un système 
bancaire, dont l’activité est dominée dans un premier temps par la banque centrale. 
C’est alors au tour des banques commerciales de se développer et d’étendre leur 
activité jusqu’à devenir les principaux agents de mobilisation de l’épargne et 
d’affectation du crédit. Puis viennent les institutions financières non bancaires, 
suivies, en dernier lieu, par l’éclosion des marchés financiers. 
 
Le système financier burundais reste encore au premier stade de développement. 
L’amélioration de la capacité de ces institutions à financer l’investissement à moyen 
et à long terme en Afrique dépend d’un certain nombre de facteurs : 
 

- S’alimenter aux sources disponibles des capitaux internationaux, 
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- Elles doivent notamment améliorer la gestion et la souplesse des portefeuilles 
qui peut les rendre plus efficaces, compétitives et solvables, 

- A cet égard, il faut que les institutions renforcent leur assise et leurs capacités 
professionnelles à analyser les implications des tendances macroéconomiques 
ainsi qu’à examiner les demandes de prêt, 

- Contrôler la performance du client et obtenir le remboursement des prêts. 
- Développer un système d’intermédiation technique efficace pour atteindre les 

bénéficiaires (encadrement, formation). 
 
Cependant, le Gouvernement a également un rôle primordial à jouer dans la création 
du cadre propice pour l’amélioration de la performance de ces institutions. Ceci peut 
se faire par le truchement de l’amélioration de la mise en œuvre des politiques 
macroéconomiques et financières fondées sur le marché, la création de stimulants 
fiscaux appropriés, la création du cadre juridique pertinent et la suppression des 
autres obstacles institutionnels et non financiers. 
 

Le rôle du CNUCED et des autres bailleurs de fonds. 
 
Pour améliorer l’accès au financement des produits de base, les bailleurs de fonds et 
les partenaires de développements devraient: 

 
- Encourager les réformes économiques et politiques plaçant l’accent sur la 

libéralisation, la déréglementation, la privatisation, l’investissement étranger 
direct et chercher un équilibre entre les forces du marché et l’Etat ; 

 
- En collaboration avec les Etats bénéficiaires des financements ou des dons, 

encourager et soutenir la bonne gouvernance politique et économique ; 
 
- Créer des cadres de contact entre les opérateurs économiques oeuvrant dans le 

secteur des produits de base, avec des institutions financières ou des banques des 
pays développés qui sont intéressés à financer ce domaine ; 

 
- Encourager les valeurs d’équité dans le commerce mondial parce que pour qu’un 

produit soit financé il faut qu’il soit rentable ; il y a des disproportions énormes 
entre les valeurs ajoutées sur le café dans les pays producteurs et les pays 
consommateurs ; 

 
- Assurer une large diffusion des programmes de coopération existants en 

organisant régulièrement des réunions, notamment des séminaires régionaux et 
des stages de formation de groupe, pour informer et sensibiliser les entreprises du 
secteur agricole, les Gouvernements, les banques centrales, les banques 
commerciales et les autres prestataires de services financiers sur l’importance de 
l’accès aux financements pour  le développement et la lutte contre la pauvreté. 
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ECHANGES D’EXPERIENCE EN MICRO-CREDIT 

 
Expérience de l’ASBL TWITEZIMBERE 

 
L’ASBL TWITEZIMBERE est une association sans but lucratif agréée par 
Ordonnance Ministérielle n° 205.01/032/93 du 25 février 1993. Elle s’intègre dans 
les programmes sociaux de l’ajustement structurel avec les objectifs ci-après : 

 
- La lutte contre la pauvreté à travers un appui au développement d’activités 

génératrices de revenus et aux programmes de création de Micro-entreprises ; 
 

- L’amélioration de l’environnement socio-économique à travers la construction, 
la réhabilitation d’infrastructures sociales (écoles primaires, centres de santé…) 
et économiques (pistes, ponts, centres de négoce…) ; 

 
- Le suivi des conditions de vie des populations afin de prévoir et mesurer 

l’impact du programme d’ajustement structurel à travers la mise en place d’une 
série d’enquêtes et d’études statistiques notamment sur l’impact du Programme 
d’Ajustement Structurel sur la vie des populations ; 

 
- La formation de la population à l’esprit d’entreprenariat et à la gestion des 

micro-projets. 
 

Le Micro-Crédit est l’un des outils utilisés par TWITEZIMBERE dans la lutte 
contre la pauvreté. Les approches utilisées par les différentes institutions qui 
interviennent dans le domaine du Micro-Crédit diffèrent les unes des autres. 

 
L’expérience originale de TWITEZIMBERE repose sur son approche basée sur les 
principes directeurs ci-après : 
 

- Le ciblage des plus démunis ; 
- L’approche participative ; 
- Le partenariat. 

 
Approche utilisée 

 
► Le ciblage des plus démunis 

 
En parlant de Micro-Crédit, on entend en premier lieu une population cible 
nécessiteuse généralement exclue des mécanismes de fonctionnement des 
structures bancaires classiques. Les groupes cibles des interventions de 
TWITEZIMBERE sont en priorité les groupes ou les couches de population 
défavorisées entre autres les femmes, les jeunes déscolarisés, les déflatés des 
secteurs publics et parapublics, les jeunes à la recherche du premier emploi, les 
rapatriés, etc. 
On pourrait citer à titre d’exemple les interventions ci-après : 
 
- En collaboration avec la Société régionale de développement de l’Imbo 

(SRDI) et la société de développement d’élevage et d’agriculture (SODEA) de 
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GIFURWE, TWITEZIMBERE a octroyé un crédit de 50 millions de Francs 
Burundi en faveur des rapatriés dans la plaine de l’Imbo en 1996 pour leur 
permettre d’entamer la saison agricole ; 

 
- En collaboration avec l’Association pour le Développement de Buyenzi 

(ADEBU), TWITEZIMBERE a accordé un crédit de 18.900.000 FBU aux 
déplacés intérieurs de RUKARAMU pour leur permettre de reprendre les 
activités dans les périmètres rizicoles ; 

 
- En collaboration avec la CECM, TWITEZIMBERE a financé des 

groupements de femmes chef de ménages des quartiers périphériques de la 
ville de Bujumbura dans leur activité d’achat du paddy, de décorticage et de 
vente du riz blanc ; 

 
- En collaboration avec l’ASBL Geste Humanitaire, TWITEZIMBERE a 

accordé un financement de 4.105.000 FBU pour financer des familles 
démunies des quartiers de Gatumba et de Buterere ayant des enfants en 
difficulté afin qu’elles puissent démarrer des activités génératrices de revenus 
et ainsi réduire la mendicité des enfants de ces familles. 

 
► L’approche participative 

 
L’identification des besoins et la priorisation des projets sont à faire suivant une 
approche participative avec les futurs bénéficiaires ; ce qui signifie que les projets 
viennent des bénéficiaires eux-mêmes et que ce sont eux qui déterminent ceux 
jugés prioritaires. 
 
Les populations sont associées à la réalisation des projets, ce qui traduit leur 
intérêt pour la suite du Micro-Crédit à la fin de l’intervention de 
TWITEZIMBERE. 
 
Au cours du diagnostic participatif, des comités de développement 
communautaires sont mis en place par les populations réunies en assemblée 
générale depuis la sous-colline (structuration du monde rural). C’est à ce moment 
que les populations déterminent le cahier des charges de leurs représentants. En 
matière de micro-crédit, le rôle de ces comités est donc de : 

- Donner une appréciation sur le projet eu égard à la localité 
d’exécution ; 

- Authentifier l’existence effective du groupe ou association solidaire ; 
- Authentifier la fiabilité des garanties et leur existence ; 
- Offrir un aval au groupement quant à leur moralité et crédibilité dans 

la société ; 
- Fournir un appui au recouvrement par l’exercice de la pression sociale 

sur les groupes. 
 

C’est au cours des missions de diagnostic participatif que certaines communautés 
ont senti le besoin de s’organiser pour accéder au crédit avec comme garantie la 
caution solidaire. A titre d’exemple, à l’issue du diagnostic participatif dans la 
commune de Kirundo, TWITEZIMBERE a accordé sous forme de crédit, un 
montant de 76.600.000 FBU pour permettre aux bénéficiaires de ne pas recourir à 
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la pratique de l’usure qui se retrouve dans diverses régions du pays. Elle est 
appelée Umugwazo à Kirundo, Ubukonanyoni à Ngozi, Imvyaza à Kayanza, 
Gukungisha dans la plaine de l’Imbo. 
 
En effet, les usuriers maîtrisent bien la tendance saisonnière des productions 
agricoles et connaissent les moments de soudure des communautés de base, et 
c’est à ces moments précis qu’ils intensifient leurs transactions avec des taux 
d’intérêts pouvant aller jusqu’à 200% dans un délai qui ne dépasse pas une saison 
culturale puisque le recouvrement se fait en nature sur base des productions 
agricoles. 
 
► Le partenariat 
 
L’octroi de micro-crédit ne peut se faire qu’à travers des structures proches des 
bénéficiaires. Celles-ci sont choisies pour leurs compétences et expériences sur 
terrain et doivent être implantées dans le milieu où s’exécute le projet sans oublier 
la crédibilité et la motivation dont elles doivent justifier auprès des bénéficiaires.  
Ces structures peuvent être des ONG’s, des associations, des structures étatiques 
ou des filières. 
 
Il est à noter cependant que ces structures ne sont pas toujours performantes ou 
n’existent même pas dans certaines régions, ce qui justifie les déséquilibres 
observés dans la répartition des financements au point de vue géographique. 
 

Les réalisations 
 

Du point de vue réalisations, il convient de signaler que l’ASBL 
TWITEZIMBERE a déjà financé un grand nombre de projets totalisant un 
montant de 1.110.323.428 FBU au 31 mars 2001 par l’intermédiaire d’une 
quarantaine d’agences d’encadrement. 
 

L’ASBL TWITEZIMBERE a accordé une place de choix à l’agriculture mais 
intervient également dans le domaine de l’élevage du petit et du gros bétail, 
l’artisanat, la pêche artisanale, la transformation des produits agricoles. 
 

La réalisation de ces projets s’est concrétisée par la création de nouveaux emplois 
et un accroissement très appréciable du niveau de production (riz, pomme de 
terre). 

 
Les bénéficiaires du crédit à l’élevage ont pu disposer du bétail à haute 
productivité et élevage en stabulation permanente, et une production importante 
de la fumure organique profitable au vivrier. 
 

Le niveau nutritionnel a été sensiblement amélioré par la consommation familiale 
du lait. Les cultures fourragères ont été cultivées pour les vaches de façon à servir 
également de protection du sol et partant de l’environnement. 
 

Par leurs actions, les agences d’encadrement ont pu assurer aux promoteurs un 
apprentissage à l’organisation et à la maîtrise d’une technologie agropastorale. 
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Les contraintes 

 
Les résultats atteints par TWITEZIMBERE auraient été meilleurs si certaines 
contraintes d’ordre pratique avaient pu être surmontées : 

 
- Les agences d’encadrement ne sont pas toujours performantes ou sont 

inexistantes ; 
 
- Les partenaires de TWITEZIMBERE sont des individus qui n’avaient pas 

encore l’expérience du crédit ; ils éprouvent des difficultés à remplir les 
formulaires leur présentés comme guide, ce qui allonge les délais d’analyse de 
leurs demandes ; 

 
- Les demandeurs des crédits de TWITEZIMBERE sont pour la plupart des 

personnes démunies qui ne disposent pas de garanties bancables, et il est 
difficile de juger des capacités managériales des bénéficiaires à réaliser 
l’activité, encore moins leur moralité ; 

 
- Les garanties offertes par la plupart des bénéficiaires sont des garanties 

difficiles à réaliser : propriétés foncières, champs appartenant à la famille et 
acquises par dévolution successorale, parcelles non enregistrées ; 

 
- Les projets ne sont pas bien étudiés ; la maîtrise des techniques de production 

n’est pas assurée, les marchés d’écoulement de produits sont mal connus faute 
de statistiques fiables ce qui rend difficile le jugement d’opportunité et des 
chances de réussite de l’intervention ; 

 
- L’irrégularité de la disponibilité des fonds destinés à ce programme. 

 
Organisation du micro-crédit rural à la COFIDE 

 
Contexte 

 
Etant la première banque du Burundi à établir son siège social en milieu rural, la 
COFIDE, créée le 14 mai 2000, constitue une banque communautaire de 
proximité et un instrument financier au profit des populations les plus démunies. 
 
La philosophie communautaire de la COFIDE apparaît déjà dans la structure de 
son actionnariat et à travers la participation au capital social des églises, des 
associations sans but lucratif, etc. 
 
Les implications de cette philosophie de la COFIDE se sont déjà manifestées : 
 
- Souscription de la population rurale au capital social de la COFIDE pour de 

petits montants. 
- Organisation de la population en association pour souscrire au capital, 

mobiliser l’épargne et faciliter l’accès au crédit. 
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Principes 
 

La COFIDE considère comme opération de micro-crédit toute demande de 
concours ou tout concours qui porte sur des montants relativement petits, qui, pris 
isolément, ne justifieraient pas une intervention de la Banque, car les charges 
opérationnelles et/ou le risque de non-recouvrement, seraient relativement élevées 
du fait de l’opération elle-même ou par manque de sûretés suffisantes. 
 
Pour des raisons pratiques (particularités du secteur de destination, opérationalité 
des concours), la COFIDE distingue le micro-crédit agricole  du micro-crédit non 
agricole, tout comme elle établit une distinction entre le micro-crédit collectif du 
micro-crédit individuel. 
 

Conditions d’éligibilité 
 

► Conditions d’éligibilité au micro-crédit collectif 
 

- Avoir un projet bancable ; 
 
- Justifier d’un statut administratif ou juridique qui fait du groupe un 

partenaire fiable (statuts, comité, reconnaissance par l’Administrateur 
Communal ou de préférence par le Notaire) ; 

 
- Justifier d’une expérience minimale permettant au groupe de prouver ses 

capacités techniques et organisationnelles ; 
 

- Engagement de tous les membres à se constituer moralement et 
juridiquement solidaire de chacun et du groupe : ou engagement de toutes 
les associations etc. 

 
- Engagement à céder en nantissement les biens et espèces en guise de 

remboursement en cas de défaillance de l’activité concernée ; 
 

- Engagement à faire passer les recettes du café cerise (par le biais des 
Sogestals) pour tous les membres de l’association par les comptes de la 
COFIDE, en vue de faciliter le recouvrement ; 

 
- Signer une convention de crédit qui matérialise les engagements pris. 

 
► Conditions d’éligibilité au micro-crédit individuel 
 

- Avoir un projet bancable ; 
 
- Disposer de sûretés réelles ou d’une caution solide ; 

 
- S’engager à rembourser à travers la signature d’une convention de crédit. 

 
Organisation 

 
L’organisation du micro-crédit repose sur quatre intervenants : 
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- Le demandeur du crédit : association ou individu ; 
 
- L’intermédiaire technique (Le Centre de Recherche en Agriculture et 

Développement Rural : CERADER, la Société Immobilière et de 
Construction : IMMOCO, etc.) qui assure l’identification du projet et 
l’encadrement de la mise en oeuvre ; 

 
- La caution solidaire de l’association en cas de crédit collectif ou d’un crédit 

individuel sans garanties individuelles suffisantes ; 
 

- La COFIDE donneur du crédit. 
 

Le développement du micro-crédit exige pour certains secteurs la mise en place 
d’un Fonds de Garantie. 

 
Suivi et Evaluation 

 
Le suivi et l’évaluation du micro-crédit seront assurés par le CERADER en étroite 
collaboration avec la COFIDE et les communautés concernées. Dans ce cadre, 
une convention de collaboration est signée entre la COFIDE et le CERADER. Il 
est également prévu au moins une réunion par an entre les signataires de la 
convention pour assurer le suivi de la bonne gestion du système. Des mécanismes 
de suivi et d’évaluation sont convenus avec les bailleurs de fonds. 
 
► Cas de défaillance de l’emprunteur 
 
En cas de défaillance de l’emprunteur, la COFIDE fera recours aux garanties 
données par l’association ou le groupement. A défaut de la réalisation des 
garanties, la COFIDE débitera le Fonds de Garantie qui sera constitué à cette fin. 
Cependant, la procédure de recouvrement du crédit se poursuit. 
 

Cas particulier du projet NTUNSONZANE 
 

Le projet Crédit-Epargne Café « NTUNSONZANE » porte sur un système de 
crédit sous forme de découvert ou de crédit ordinaire accordé aux caféiculteurs sur 
base d’un engagement de ces derniers de faire passer leurs recettes futures, 
matérialisées par les bons de livraison déjà réalisés aux structures de collectes (des 
SOGESTALs), via les comptes de la Compagnie Financière pour le 
Développement (la COFIDE). 
 
Le système est justifié par deux volets : 
 
- Le volet crédit-épargne café. 
- La constitution d’un système de garantie en milieu rural. 
 
Dans ces conditions, le projet crédit-épargne café « NTUNSONZANE » va créer 
un système souple, fiable et régulier dans la collecte des recettes futures en 
provenance du café à travers une institution financière partenaire de ces 
agriculteurs. 
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Les principes de base du projet sont : 
 
- Faciliter le groupement en associations des caféiculteurs ; 
 
- Développer la flexibilité dans le mode de paiement, de versement et de retrait 

des recettes issues des livraisons du café aux SOGESTALs ; 
 

- Faciliter l’accès des agriculteurs aux crédits agricoles ; 
 

- Initier une spécialisation et une complémentarité des intervenants qui sont : les 
SOGESTALs (Sociétés de Gestion des Stations de Lavage), la COFIDE 
(Compagnie Financière pour le Développement), l’UCODE (Union pour la 
Coopération et le Développement) et les planteurs de café. 

 
Dans un premier temps, le projet NTUNSONZANE sera étendu sur les Provinces 
Ngozi et Kayanza qui comptent au total 62 stations de lavage de café. 
 
 
 
 
 



ANNEXE 1 
 
SOUS-FILIERE FULLY WASHED (Situation de Novembre 2004) 
Caféiculteurs individuels 
                 Caféiculteurs 
regroupés 
 
 
          Cerises fraîches     cerises fraîches 
Stations de lavage-dépulpage 
 
 
 
Transfert de propriété du planteur à la SOGESTAL X 
 

SOGESTAL X  Café parche 1,2,3        Café parche 1,2,3        
parche 1,2,3 

 
 
SODECO    
 
 
 
 
       Café marchand gradé 
Transport par la SODECO 
               
Echantillons par lots 
 
 
 
 
 

   Fiches
lots 

 
Envoi   d’échantillons taxés aux acheteurs  

 
  

Transfert de propriété au profit de l’acheteur (commissionnaire FOT ou expo
 
 
Embarquement pour Goma par bateau   Rupture de charge 
Transfert pour Dar es Salam par train   Rupture de charge       
transitaire 
           
Entrepôt à Dar es Salam                   Rupture de charge 
Transfert de propriété au profit de l’acheteur final (ventes en FOB uniquement) 
 
Embarquement pour l’Europe    Rupture de charge 
Réception par le transitaire arrivée     Rupture de cha
       Rupture de charge 

Livraisons 
individuelles 

Livraisons 
individuelles 

i

t 

Entrepôts du port 

Vente aux enchères par 
l’OCIBU 

Livraison au négociant  (ou éventuellement directement au torréfacteur) 
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           Café 
Nettoyage + stockage en catégories (1+2) et 3
au nom de la SOGESTAL X
Usinage en grades expor
Labo  
de 

contrôle
qualité 
OCIBU
              
Taxaxion par 
labo OCIBU 
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 de taxation des 
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Bolivia 
 
 
 
1. Principales problemas que plantea la financiación de productos básicos 
 
1.1 En Bolivia, la reforma del sistema financiero tuvo dos características: la liquidación 

de los bancos estatales, entre ellos el Banco Agrícola y, la liberalización del mercado 
financiero. Desde el cierre de la banca pública, en 1994; las entidades financieras 
comerciales, no atienden los requerimientos del sector agropecuario y, el Estado, por 
su parte, tiene pocos mecanismos para corregir esta disfunción de la economía de 
mercado, pues las entidades privadas dirigen su financiamiento a sectores de menor 
riesgo relativo y mejores garantías. 

  
1.2 La cartera para inversiones agropecuarias de todos los grupos de entidades 

financieras, el 2003, fue 9.5% menor en términos absolutos que en 1992. Por su parte, 
el Producto Interno Bruto (PIB) agropecuario a precios constantes, el año 2003 es 
35.65% mayor que el PIB agropecuario de la gestión 1992. Estos datos muestran un 
sector agropecuario en crecimiento y una oferta de recursos financieros inversamente 
proporcional a la dinámica del sector. El gráfico y cuadro siguientes, además de los 
Anexos 1, 2 y 3 sustentan esta afirmación. 
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Bolivia: Evolución de la cartera para inversiones en el sector agropecuario 
(Saldos al cierre de cada gestión en millones de dólares americanos) 

 
Año Bancos Mutuales Cooperativas FFP's ONG's Total
1992 355.47     -           0.88         356.35     
1993 377.51     -           3.30         380.81     
1994 338.41     -           3.62         342.03     
1995 369.93     -           9.47         379.41     
1996 416.17     -           13.02       429.19     
1997 422.56     0.12         4.38               0.74         14.23       442.03     
1998 490.15     0.09         3.42               2.31         15.94       511.92     
1999 444.60     0.12         6.01               3.29         18.05       472.08     
2000 390.99     0.12         8.76               10.52       20.80       431.18     
2001 306.95     0.14         11.19             11.17       28.25       357.70     
2002 284.77     0.91         7.01               11.40       29.47       333.55     
2003 275.03     1.11         7.50               12.77       26.38       322.78      

Fuente:  Elaboración propia en base a Memorias Estadísticas Anuales de la 
Superintendencia de Bancos y Entidades Financieras (SBEF) 

 
1.3 Los Bancos son responsables del 85% de los créditos desembolsados para inversiones 

agropecuarias; sin embargo, estas entidades, tienen un altísimo grado de 
concentración de sus operaciones de crédito en muy pocas empresas medianas y 
grandes del cluster del grano de soya. El 75.7% de la cartera bancaria está colocada 
en préstamos mayores a US$ 50.000 que sólo benefician al 6% de sus clientes. Los 
créditos menores a US$. 10.000 benefician al 81% de los clientes, pero éstos reciben 
sólo el 9% de los créditos bancarios. (Anexo 4). Este sistema puede clasificarse como 
de “apartheid financiero”, con una minoría privilegiada y una asignación de recursos 
muy inequitativa para los otros segmentos de la población boliviana.   

 
1.4 En Bolivia, la atención de la demanda de pequeños créditos para la producción 

agropecuaria, no es realizada por la banca local, ni por las Entidades Financieras No 
Bancarias especializadas en micro finanzas (fondos financieros, cooperativas y 
mutuales de ahorro y crédito). Existe un grupo de siete Organizaciones No 
Gubernamentales (ONG’s), que no están reguladas por la SBEF, que han priorizado 
sus servicios en el área rural y, que en la actualidad, son una importante fuente de 
oferta de recursos financieros para la producción y comercialización de productos 
básicos; sin embargo, la principal limitación de estas entidades es su reducido 
patrimonio para apalancar un mayor volumen de recursos. A fines del 2003, estas 
entidades ofrecían algo más del 8% de todos los créditos otorgados al sector 
agropecuario boliviano (Anexo 1) 

 
1.5 Existen muy pocos servicios financieros alternativos al crédito (capital riesgo, 

asociaciones de riesgo compartido, warrant, etc.), lo que evidencia una reducida 
integración de las entidades financieras con los diferentes grupos de operadores del 
sector de productos básicos.  

 
1.6 Los servicios informales ofrecidos a los productores por empresas comerciales o, 

proveedores de insumos agropecuarios con garantía de cosechas, tienen condiciones 
muy desfavorables para los productores, por los bajos precios que se preestablecen en 
esos contratos y los altos costos financieros que aplican las empresas proveedoras de 
insumos. 
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1.7 Finalmente, conviene resaltar una serie de dificultades que obstaculizan una mayor 
relación entre el sistema financiero y el sector agropecuario:  

 
 La pequeña propiedad agraria tiene limitaciones para constituirse en garantía de 
préstamos, por existir un principio en la Constitución Política del Estado, que 
protege del embargo a las pequeñas propiedades, al solar campesino y a los 
territorios comunitarios de origen. Hoy esta política evita la reconcentración de la 
tierra, pero también es una severa limitante para la capitalización de las unidades 
campesinas. 

 
 No existen sistemas de titulación, registro y administración de garantías de bienes 
muebles (ganado, maquinaria, árboles, cosechas, etc.), lo que dificulta la 
constitución de garantías colaterales para el respaldo de créditos con ese tipo de 
activos de la población rural. 

 
 La gestión del riesgo crediticio es alta, por existir pocos niveles de integración, 
entre actores dedicados a producir bienes básicos de origen agrícola o pecuario, 
empresas comerciales y agroindustriales.  

 
 Las áreas rurales de Bolivia son las regiones donde se ubican los mayores índices 
de pobreza de la población, por tanto, los niveles de ingreso son muy reducidos, el 
nivel de capacitación o de su capital humano es muy incipiente y no se tienen 
adecuadas infraestructuras básicas que favorezcan la producción. Todos estos 
factores, incrementan el riesgo crediticio en las regiones rurales. 

 
 Los conflictos sociales y étnicos liderizados por la población rural contra las 
políticas gubernamentales, han aflorado con mucha intensidad después de los 
procesos de ajuste estructural, lo que ha generado un clima de tensión e 
inestabilidad que incrementa el riesgo para operaciones financieras en las áreas 
rurales y para el sector agropecuario. 

 
 Por último, existen factores de exclusión social, económica y étnica en los grupos 
que administran el sistema financiero, que dificultan el acceso a recursos 
financieros a grandes grupos sociales que se ubican en las áreas rurales de Bolivia. 

 
2. Mecanismos de financiación innovadores adaptados a satisfacer las necesidades 

de pequeños y medianos operadores. Factores para el éxito y limitaciones de 
estos mecanismos innovadores. 

 
2.1 En la década de los noventa, la principal innovación en servicios financieros en 

Bolivia, fue el desarrollo y consolidación de servicios micro financieros en áreas 
urbanas y rurales, como respuesta al “apartheid financiero” existente en el país, que 
restringe severamente el acceso a recursos financieros a grandes sectores de la 
población boliviana.  

 
2.2 Sin embargo esta innovación no es adecuada para el financiamiento del sector 

agropecuario, como se puede constatar en el bajo nivel de atención al sector 
agropecuario, por parte de las entidades reguladas que ofrecen micro créditos. Al 31 
de diciembre del 2003, sólo el 2.96% de la cartera de las entidades que ofrecen 
pequeños préstamos, estaba destinada al sector agropecuario. Las entidades micro 
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financieras deben realizar una serie de adaptaciones a sus servicios, para adecuar los 
mismos a los requerimientos de los productores agropecuarios y otros actores que 
participan en la comercialización y transformación de productos básicos.  

 
2.3 La mayoría de los mecanismos innovadores que han tenido éxito en la financiación de 

productos básicos,  con pequeñas unidades campesinas e industriales, 
fundamentalmente fueron desarrollados por ONG’s sin fines de lucro, que no tienen 
regulación por parte de la SBEF. Entre las experiencias exitosas se destacan las 
siguientes: 

 
 ANED: Leasing de maquinaria agrícola  
 CIDRE: Crédito dirigido y leasing para sistemas de riego. 
 CIDRE: Inversiones de riesgo compartido con una empresa local productora de 
tubería y bombas de agua (Plastiforte SRL) para sistemas de riego y agua potable.  
 FONDECO: Warrant en pequeña escala para granos básicos. 
 PROCREDITO, CIDRE y PRORURAL: Inversiones de riesgo compartido para 
inversiones en hortalizas, tubérculos, carnes, flores y otros rubros 
 PROCREDITO, CIDRE y PRODEM: Inversiones de capital de riesgo en 
industrias con altos niveles de encadenamiento con la producción agrícola  
 CIDRE - Superintendencia Forestal: Sistema de registro, titulación y constitución 
de gravámenes para préstamos con garantía de activos forestales. 
 CIDRE: Sistema de financiamiento estructurado para inversiones de productores 
forestales, de leche, banano y quinua.  

 
2.4 En el caso de CIDRE, los factores determinantes para el éxito de sus innovaciones, se 

puede señalar los siguientes: 
 

 Los servicios fueron desarrollados por la misma institución, en respuesta a 
demandas específicas de grupos de clientes de las MPYMES urbanas y rurales. 
 A lo largo de los trece años de experiencia con el crédito a MPYMES, tanto en 
áreas rurales como peri-urbanas, la institución logró un alto nivel de confianza y 
credibilidad local. 
 La institución tiene costos de administración por debajo del promedio de las 
entidades financieras (FFP’s) que atienden a las MPYMES, por lo que sus servicios 
e innovaciones son accesibles para los clientes. 
 La institución ha logrado un alto grado de dispersión del riesgo por la amplitud de 
rubros y actores financiados.  
 La entidad tiene un alto nivel de estabilidad y compromiso de su personal. 
 Se ha alcanzado un alto grado de fidelidad de los clientes de CIDRE con la 
institución. 
 La institución ha contribuido a monetizar diversas formas de ahorro no líquido, 
presentes en las áreas rurales (ahorro en ganado, árboles, etc.), para viabilizar la 
realización de nuevas inversiones con garantías de activos rurales. 
 La institución ha consolidado relaciones estables con las organizaciones 
tradicionales de productores y con los actores empresariales o comerciales 
vinculados a éstas, asignando diversos roles a estos actores para disminuir sus 
riesgos. 
 Puntualmente, los servicios dirigidos al financiamiento de infraestructuras de 
riego, se diseñaron reconociendo los derechos tradicionales de los campesinos para 
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el acceso al recurso agua y para fortalecer las estructuras naturales de 
administración de los sistemas. 

 
 La institución ha facilitado la introducción de tecnologías competitivas para los 
clientes atendidos por la entidad.  

 
2.5 Las principales dificultades y limitantes para las innovaciones impulsadas por CIDRE 

son: 
 

 La institución cuenta con un patrimonio pequeño y muchas limitaciones para 
ampliarlo. Esto limita la capacidad de apalancar un mayor volumen de recursos y 
atender más adecuadamente la demanda que se origina en sus clientes. 
 La institución trató de transferir sus innovaciones a una entidad financiera 
regulada, sin embargo, la percepción de un riesgo demasiado elevado en las áreas 
rurales, impidió que aquella institución ofreciera los servicios desarrollados por 
CIDRE en mayor escala. 
 La entidad, por su naturaleza jurídica, ha tenido muchas dificultades para captar 
fondos de inversionistas, de la cooperación internacional y del Estado, para 
financiar sus innovaciones en crédito e inversiones de riesgo con sectores de la 
población de ingresos reducidos. 
 Al trabajar con MPYMES en áreas pobres no puede generar utilidades 
importantes para su reinversión. 
 La institución ha encontrado mucha desconfianza en intermediarios 
empresariales, para que los pequeños productores atendidos con crédito de la 
entidad, puedan canalizar su producción a mercados externos (ejemplo Argentina 
para clientes productores de banano) 
 Al existir muy bajo nivel de integración de la industria y comercio de productos 
de origen agropecuario y forestal, con pequeños productores; la entidad no ha 
podido desarrollar mecanismos financieros de mitigación de riesgos, articulando 
los intereses de los diferentes grupos que participan en la producción, 
comercialización y procesamiento de este tipo de productos. 

 
3. Perspectivas para mejorar el papel de los bancos locales en la facilitación de 

mecanismos de financiación eficientes y adaptados a las necesidades de 
desarrollo del sector de los productos básicos y de las necesidades de los 
operadores en materia de créditos. 

 
3.1 Las iniciativas desarrolladas por algunas ONG’s en el área rural, están sirviendo de 

base para la formulación de propuestas de decretos y leyes que se están tramitando 
con el gobierno nacional, para contribuir a superar las restricciones legales respecto a 
la propiedad de la tierra y facilitar la administración de sistemas de titulación y 
gestión de garantías colaterales. Con estas medidas se espera, que otras entidades del 
sistema financiero, amplíen sus operaciones en el sector agropecuario. 

 
3.2 El Estado boliviano ha creado dos entidades financieras de segundo piso, para asignar 

créditos a entidades reguladas y no reguladas, con la misión de ampliar la cobertura 
de servicios financieros rurales y ofrecer productos financieros específicos, que la 
libre oferta y demanda no han permitido desarrollar en condiciones de mercado.  
Estas entidades públicas, han establecido sistemas competitivos de asignación de 
recursos que funcionan eficientemente; sin embargo, las fuentes multilaterales y la 
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cooperación bilateral han reducido dramáticamente su financiamiento y el Estado no 
tiene otras posibilidades de ampliar la oferta de recursos para estos fines.  

 
3.3 Al existir una amplia demanda insatisfecha de recursos financieros en las áreas 

rurales, tanto para inversiones, como para capital de operación de pequeños, 
medianos y grandes productores; los organismos multilaterales debieran propiciar una 
inflexión en su política crediticia para el sector agropecuario, ampliando su 
financiamiento a través de entidades de segundo piso a quienes delegue funciones de 
supervisión y seguimiento local.  

 
3.4 El Gobierno boliviano está concertando con productores, empresas procesadoras, 

entidades financieras, gobiernos locales y otros prestadores de servicios, agendas de 
responsabilidad compartida, centradas en el apoyo al desarrollo de cadenas 
agropecuarias para los mercados interno y externos, que fueron priorizados desde la 
gestión 2001. Esta política pública, facilitará la futura intervención de entidades 
financieras, pues delimita mejor funciones y responsabilidades de agentes públicos y 
privados para la promoción productiva de varios rubros, y está contribuyendo a 
estructurar mejor a los diferentes actores que participan en esas cadenas. 

 
4. Papel que debieran cumplir los gobiernos 
 
4.1 Adicionalmente a los comentarios del acápite precedente, que están orientados a 

facilitar una mayor accesibilidad al crédito, los Estados debieran facilitar la 
realización de inversiones para la ampliación y mejoras de las infraestructuras de 
riego y otras infraestructuras de apoyo a la producción, para crear condiciones 
internas de mayor competitividad del sector agropecuario.  

 
4.2 Los gobiernos, debieran insistir en las asambleas de organismos multilaterales, en la 

modificación de las políticas de crédito de estas entidades para el financiamiento de 
actividades agropecuarias, para lograr una mayor asignación de créditos a través de 
bancos de desarrollo o entidades públicas de segundo piso. 

 
5. Esferas de asistencia técnica para mejorar la financiación y el desarrollo de los 

productos básicos y fomentar la cooperación entre bancos locales y operadores 
nacionales en el sector de productos básicos. Rol de UNCTAD 

 
5.1 Los servicios de certificación de calidad orgánica,  títulos de captura de carbono para 

nuevas plantaciones forestales y la certificación ISO, son incentivos para los 
productores y contribuyen a consolidar nuevos mercados y disminuir el riesgo de las 
entidades financieras. Es preciso realizar esfuerzos para que estos servicios sean 
menos costosos, tengan menos trabas administrativas y sean más accesibles para la 
población boliviana. 

 
5.2 Los centros de acopio, clasificación y acondicionamiento de la producción en origen, 

para mercados internos y externos, contribuyen a garantizar la calidad de la 
producción y consolidar entidades que pueden operar como agentes de retención de 
pagos para entidades financieras. Estos centros requieren servicios de asistencia 
técnica para su fase de arranque que no ha sido posible transferir al sector de 
productos básicos. 
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5.3 En la gestión administrativa de pequeñas empresas comerciales o industriales que 
utilizan productos de origen agropecuario, por lo general, se requiere asistencia 
técnica en capacitación para transparentar la gestión y dotar de mayor credibilidad a 
este tipo de empresas rurales. 

 
5.4 Para el desarrollo de áreas con potencial de producción agrícola bajo riego, se 

requieren servicios técnicos especializados de diseño, análisis de la viabilidad técnica 
y provisión de equipos adecuados, los mismos que son de difícil acceso y de dudosa 
credibilidad para las entidades de intermediación financiera.   

 
5.5 Los cuatro grupos de servicios anotados anteriormente, requieren el concurso de las 

entidades financieras para evaluaciones de propuestas de inversión que difieren de la 
lógica normal de evaluación de clientes. Por otra parte, las entidades financieras 
necesitan desarrollar capacidades de articular a los prestadores de los servicios 
anotados con sus clientes, aspecto que normalmente es resistido por las entidades 
financieras. En estos ámbitos, la prestación de servicios financieros rurales, requieren 
destrezas adicionales en el personal para atención a clientes y disminuir riesgos en la 
atención al sector agropecuario. 

 
5.6 La asistencia técnica requerida por entidades innovadoras en servicios especializados 

para pequeños productores rurales, es cara, en muchos casos se limita a financiar 
expertos o consultores externos, cuando se puede lograr soluciones locales, con 
menores inversiones. El financiamiento directo de asistencia técnica no reembolsable 
para desarrollo de iniciativas innovadoras en servicios financieros rurales, podría ser 
una herramienta que permita incrementar el patrimonio de las entidades innovadoras, 
que es una limitante actual para apalancar más recursos financieros. 

 
 



Anexo 1 
Cartera Agropecuaria / Cartera total por Tipo de Entidades Financieras 

     
Año Bancos Mutuales Cooperativas FFP's ONG's

1992 14.83% 0.00% 47.48%
1993 12.74% 0.00% 60.28%
1994 10.53% 0.00% 51.03%
1995 10.56% 0.00% 68.06%
1996 11.24% 0.00% 54.21%
1997 9.66% 0.04% 2.49% 0.59% 43.97%
1998 9.52% 0.03% 1.65% 1.33% 33.32%
1999 9.11% 0.04% 3.32% 2.75% 28.94%
2000 9.32% 0.04% 4.59% 7.82% 32.24%
2001 8.65% 0.04% 5.37% 7.54% 42.32%
2002 9.01% 0.32% 3.98% 6.01% 37.74%
2003 9.14% 0.39% 3.78% 5.29% 31.11%  

 
Anexo 2 

Bolivia: Cartera Agropecuaria / PIB Agropecuario
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Anexo 3 
Evolución del Producto Interno Bruto Agropecuario 

              
PIB Agropecuario Incremento

(US$ Millones) Anual
1992 733.69
1993 764.09 4.14%
1994 815.07 6.67%
1995 826.51 1.40%
1996 881.93 6.70%
1997 922.10 4.55%
1998 881.25 -4.43%
1999 903.35 2.51%
2000 928.00 2.73%
2001 963.65 3.84%
2002 969.52 0.61%
2003 995.28 2.66%

AÑO

 
Fuentes: Anexos Estadísticos Memorias Anuales Superintendencia de Bancos y Entidades Financieras y 

Banco Central de Bolivia 
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Anexo 4 
Concentración de créditos por tamaño del préstamo y número de clientes 

 
CARTERA TOTAL DE CRÉDITOS AL 31.12.2003 
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Clientes %  Monto US$ 
millones %

Mayores a 50.001 US$ 2,337           1.1% 132.95 18.4%

10.001 a 50.000 US$ 21,295         10.2% 276.15 38.3%

Menores a 10.000 US$ 185,809       88.7% 312.58 43.3%
TOTAL 209,441       100.0% 721.67 100.0%

Clientes %  Monto US$ 
millones %

Mayores a 50.001 US$ 0 0.0% 0.00 0.0%

10.001 a 50.000 US$ 21,126 11.3% 15.87 16.3%

Menores a 10.000 US$ 165,831 88.7% 81.68 83.7%

TOTAL 186,957 100.0% 97.55 100.0%

GRAN TOTAL 605,598       3,828.83

Bancos

Entidades no Bancarias

ONG's y Coop.Cerradas

Clientes %  Monto US$ 
millones %

Mayores a 50.001 US$ 12,824         6.1% 2,279.12 75.7%

10.001 a 50.000 US$ 26,287         12.6% 452.58 15.0%

Menores a 10.000 US$ 170,089       81.3% 277.92 9.2%

TOTAL 209,200       100.0% 3,009.62 100.0%

 
 

Nota: Las entidades financieras no bancarias son las Mutuales de Ahorro y Préstamo, 
Cooperativas de Ahorro y Crédito y Fondos Financieros Privados, todas ellas son 
reguladas por la Superintendencia de Bancos y Entidades Financieras.  
Estas entidades son responsables de la intermediación del 18.8% de los recursos 
financieros.  
Las ONG’s financieras y las cooperativas cerradas administran el 2.5% de los 
recursos financieros del país, sin embargo atienden al 31% del total de clientes que 
obtienen créditos en Bolivia. 
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1. Introduction/Objectives 
 
This paper is written upon the invitation of Mr. Lamon Rutten, Chief of Finance and 
Energy, Commodities Branch of UNCTAD for presentation in its “ Expert Meeting on 
Financing Commodity-Based Trade and Development: Innovative Financing Mechanism 
“ to be held Nov. 15-17, 2004, at Palais des Nations, Geneva. The coverage and 
communication objectives of this paper are well spelled out in the attached Terms of 
Reference (Annex A) furnished this writer by Mr. Rutten. 
 
For the readers appreciation, the writer, Mr. Alex Valdez Buenaventura, is a 24-year rural 
banker having been President for 13 years ( 1980-1993 ) and Chairman for 11 years ( 
1993-2004) of the Rural Bank of Panabo (RBP), Davao, Philippines. He is now President 
of One Network Rural Bank, the largest rural bank in the Philippines in terms of capital 
and resources. 
 
From day one of being a banker, Mr. Buenaventura has been researching on ways to lend 
to farmers without having to go through the very controversial cooperative structure 
where mismanagement stories predominate. His late father, Dr. Luis A. Buenaventura, 
Jr., the Past President of RBP, had a very frustrating experience with the “one man, one 
vote” policy of a poultry raising cooperative and made sure his son Alex will not invest 
even a Peso of the bank’s capital into a cooperative. This did not dampen his search for a 
sustainable agri credit approach until February 1986 when he organized PAICOR--- the 
first corporative of rice farmers.  
 
Below is a brief story about PAICOR. 
 
2. What is a CORPORATIVE ? 
 
A CORPORATIVE IS A 
 

PRIVATE STOCK FOR-PROFIT CORPORATION 
 

ORGANIZED AND CONTROLLED BY A CREDITOR BANK 
 

IN PARTNERSHIP WITH SMALL BORROWERS/PRODUCERS 
 

FOR NEEDED BUT CAPITAL INTENSIVE SUPPORT FACILITIES. 
 

LIKE A VENTURE CAPITALIST, THE CREDITOR BANK THROUGH TIME 
DILUTES OR DIVESTS MAJORITY CONTROL IN FAVOR OF ITS PARTNER 
BORROWERS/PRODUCERS AND 
 

ULTIMATELY, THE CORPORATION MAY BECOME A 
COOPERATIVE. 
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3. PAICOR: The 1st CORPORATIVE 
 
In February 1986, after relating with each other for at least five(5) years, RBP and 185 of 
its tested rice farmer borrowers registered with the  Securities and Exchange Commision 
the incorporation papers of PAICOR or Panabo Agro-Industrial Corporation, Inc. in order 
to realize  their dream of a rice mill facility with cement-paved solar dryer, small 
warehouse made of coconut lumber and one small Isuzu Elf 100-bag capacity truck.  
 
PAICOR’s initial capital structure was: 
                                               
                                         AUTHORIZED/ 
                                         SUBSCRIBED         PAID-UP     UNPAID 
      1  BANK (RBP)      40 %     $  7,143         $   7,143        $    -      
    43  RBP OWNERS   15 %     $  2,679         $      714        $ 1,965 
    185 Rice Farmers       45 %    $  8,036         $      357        $ 7,679 
 
                     TOTAL   100 %    $17,858         $   8,214        $ 9,644 
 
Most farmers told Mr. Buenaventura that if not for his leadership being a one-PESO-a-
year concurrent President of PAICOR, they would not join the corporative and more so 
comply with its capital build up program of $ 10 every 6-months. “We are fed up with 
leaders of all our previous and now non-operating coops/organizations” the farmers said 
in their local dialect at around that time of incorporating PAICOR. 
 
The mutual trust coupled by the very transparent and consultative type of relationship 
between the farmers and the Bank officers who also managed PAICOR resulted to a long 
period of continuous profitable operations  and therefore a string of annual dividends. 
The morale of PAICOR owners was very high for 11 straight years ( 1987-1998 ).  
 
After more than 6 years of operations, PAICOR was dissolved on April 21, 1992 and 
became a new cooperative one day after on April 22, 1992. Its name was slightly changed 
to PAICOP or Panabo Agro-Industrial Cooperative, Inc. and started enjoying tax 
exemption priviledges as well as other technical assistance grants from government.   
 
4. PAICOR BENEFITS 
 
Benefits for Farmers are: 
 

• “ instant “ rice milling complex 
• professional management provided by the Bank 
• timely/adequate production & emergency loans 
• assured market for farm produce 
• lower cost of production inputs 
• year end dividends  
• assured increase in ownership 

 
Benefits for the Bank are: 
 

• more production loan volume 
• more fixed asset loan volume 
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• more working capital loan volume 
• collection-in-kind capability  
     & therefore assured collection 
• year end dividends  

 
5. Replication Tru Corpo Foundation 
 
In January 7, 2000, the Corporative Systems Foundation, Inc. or Corpo Foundation was 
registered with the Securities and Exchange Commission as a non-stock, non-profit 
corporation. It was organized through equity contributions from the three (3) banks 
comprising the Network Rural Banking Group namely the Rural Bank of Panabo, 
Network Rural Bank and Provident Rural Bank. 
 
The principal purpose of the Corpo Foundation is to replicate PAICOR through the 
documentation, installation, operation and transfer of  8 operating systems being 
practiced by PAICOR. Manualized are the following 8 operating systems coined 
FASTMAMA: 
 
                              F-inancial              M-arketing 
                              A-dministration     A-ccounting 
                              S-ocial Dev           M-gt Info System 
                              T-echnical             A-udit     
 
The Install-Operate-Transfer (I-O-T) replication approach of the Corpo Foundation 
proved effective in the creation of the 2nd Corporative (DASURAICOR)  inasmuch as it 
started milling operations in just 1.5 years from date when NRBG decided with Land 
Bank on its plan of incorporation. 
 
6. DASURAICOR: The 2nd Corporative  
 
For the same objectives as PAICOR but this time in a different area involving a different 
group of rice farmers, the Davao del Sur Agro-Industrial Corporation, Inc. or 
DASURAICOR was registered on March 8, 2000 with the following initial capital 
structure: 
 
                                                           AUTHORIZED/ 
                                                            SUBSCRIBED            PAID-UP 
                   1 BANK (NRBG*)         59 %   $ 211,340          $ 211,340       
                   1 LAND BANK**          40 %   $ 142,857         $ 142,857 
               182 RICE FARMERS           1 %  $     2,946          $    2,946 
 
                                       TOTAL      100 %  $357,143           $ 357,143 
 

               * Network Rural Banking Group 
             ** Land Bank “ACCESS” Program (a special venture capital facility) 

 
Distinct features from PAICOR are: 
 

• Government equity participation (Land Bank “ACCESS” Program) 
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• Special provision in the By Laws institutionalizing automatic divestment first by 
Land Bank (followed by NRBG) in favor of farmers. Note however that this 
divestment provision has been amended into a dilution provision so as to increase 
and not just maintain total capital. 

 
Again, as experienced when PAICOR was being organized, the farmers considered the 
commitment of the Bank to provide professional management as the catalyst for 
mobilizing farmers participation in DASURAICOR. 
 
7. Challenges & Solutions for Sustainability 
 
Historical performance of both PAICOR and DASURAICOR as shown in Annex B 
indicates the following challenges to sustainability: 
 

• NUMBER OF PARTNER FARMERS HAVE BEEN STAGNANT FROM THE 
BEGINNING AND RECENTLY DECLINING 

• NET LOSS IN OPERATIONS IN THE YEARS 1999-2002 
DUE TO SMUGGLING & SPOILAGE 

 
The net loss problem has been solved with the eradication of smuggling by the new 
administration of President Gloria Macapagal Arroyo and with the purchase of 
mechanical dryers to arrest spoilage of wet paddy during times of inclement weather. 
 
However, the problem of declining number of partner farmers remains as the biggest 
challenge to sustainability of rice corporatives! 
 
And this problem of declining number of partner farmers is due to unprofitability of rice 
farming as caused by perenial crop failures and low productivity!!! 
 
8. Risk free production: a must for sustainability 
 
In spite of Financing Support from RBP and Marketing Support from Corporatives, 
partner rice farmers remain poor!!! 
 
A risk free, 8-ton per hectare rice production technology must be developed 
otherwise both the farmer and the bank will continue losing money. 
 
NRBG has therefore directed the Corpo Foundation to launch the “One Rice Program “ in 
order to develop the said no-failure production technology. By harvest time in February 
next year, we hope to achieve said technology. 
 
If blessed with a tested no-failure technology, sustainability of corporatives will be 
assured through the increase in the number of financed partner farmers delivering their 
produce to the corporative. 
 
9. Adaptability to Other Commodity Sectors 
 
The Corporative structure is replicable and adaptable to other commodity sectors 
provided production is risk free and globally competitive, the market is assured and a 
venture capitalist is interested. 



 63

 
10. Role of Local Banks 
 
The role of local banks is to: 
 

• Review policy bias vs. agri credit 
• Learn & adopt tested agri loan packages based on tri-partite agreements between 

buyers/processors, producers & financiers. Examples: 
 
Cavendish Banana: exporter------------farmer----bank 
Palm Oil:  palm oil mill-------farmer----bank 
Sugarcane:  sugar mill----------farmer----bank 
 

• Replicate corporatives only for risk-free & globally productive crops 
 
11. Role of Government 
 
The role of government is to: 
 

• Set up a special venture capital facility for corporatives 
• Provide capacity building assistance to NGOs replicating corporatives 
• Fund R & D on eliminating risks & increasing productivity in selected crops 
• Provide incentives for global buyers of agri products to locate in their countries 

 
12. Technical Assistance Ideas 
 
Some ideas for technical assistance are: 
 

• Identify other commodities with corporative potential 
• Develop corporative installation & operations manuals for said commodities 
• Support installation capability building for said corporatives by specialized NGOs 

 
13. UNCTAD T.A. Strategy 
 
Suggested technical assistance strategies for UNCTAD are: 
 

• Adopt the corporative structure as a pre-coop or as a coops merger & 
consolidation development strategy 

• Champion the delivery of the various technical assistance ideas earlier specified 
 

14. Conclusion   
 
Agri finance is anchored on risk free and globally competitive production linked to 
a sure market. In other words, only if the farmer is profitable through productivity 
that marketing corporatives and agri creditors can also be profitable and 
sustainable. 
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ANNEX A 

 
TERMS OF REFERENCE 

FOR: ALEX  V. BUENAVENTURA 
 
 
1. Describe briefly the cooperative concept of PAICOR (Panabo Agro-Industrial 

Corporative), including the main issues for the success of the structure? 
 
2. What can be the challenges to overcome in order to make this model sustainable 

and profitable? 
 

3. To what extent is the model replicable and adaptable to other commodity sectors, 
and what has been the experience of the foundation that was created with a purpose 
of replicating the corporative model (using the RBP’s resources and a special 
venture capital facility, created by Land Bank of the Philippines.)?  

 
4. Based on your national experience, what are the prospects of improving the role of 

local banks in providing efficient and well-adapted financing mechanisms that 
would correspond to the needs and requirements of producers, processors and 
exporters? 

 
5. What might be the appropriate roles for Governments?  
 
6. What are the most important areas for technical assistance to pursue the objective of 

enhancing commodity trade finance and particularly to foster cooperation between 
local banks and national operators in the commodity sector? What would be the role 
of UNCTAD? And what is the best way to deliver the technical assistance? 
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ANNEX  B 
 

HISTORICAL  PERFORMANCE 
 
 
     #  #  NET INCOME 
       FARMERS*       HECTARES  AFTER TAX 
 
 
PAICOR  1986  229  354               ( $      49 ) 
 
  AVE  1987-1990 227  350     $ 2,539  
 
   1991  222  335   ( $ 4,379 ) 
 
 
PAICOP   1992  274  393     $ 4,089  
 
   1993  275  394     $ 4,988 
 
  AVE 1994-1998 274  410     $ 18,034 
 
  AVE 1999-2002 270  440    ( $ 21,223 )*** 
 
   2003  239**  421     $ 4,277 
 
 
DASURAICOR:  2000  182  321     $ 15,831 
 
   2001  192  378     $     279 
 
   2002  207  385   ( $ 28,515 )*** 
 
   2003  102**  226   ( $ 19,956 ) 
 
 
 * STAGNANT # FARMERS UP TO 2002 
 
 ** DROP IN # FARMERS DUE TO SHIFT TO OTHER CROPS 
 

*** NET LOSS DUE TO SPOILAGE & SMUGGLING   
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I. Besoins de financement et contraintes identifiées

Besoins de financement
Des études réalisées et des expériences tirées les dernières années, il  

ressort que le secteur rural nécessite des financements importants dans les 
domaines :
des investissements (aménagements, irrigation, équipements agricoles…), 

des intrants (semences, engrais, pesticides etc.) et des crédits pour la 
commercialisation des récoltes (coton, arachide, riz, tomate industrielle etc.).

Principales contraintes identifiées à plusieurs niveaux :
• Environnement politique et institutionnel

Faible productivité des filières agricoles ;

Marchés des produits agricoles peu structurés ;

Asymétrie de l’information (indisponibilité et/ou rétention);
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I. Besoins de financement et contraintes identifiées

• Acteurs de base
Baisse tendancielle des revenus des producteurs ruraux et donc de leur capacité 
d’endettement ;
Forte prévalence de la pauvreté en milieu rural ;
Faible professionnalisation des producteurs ;

• Structures bancaires classiques
Absence de ressources longues (l’essentiel de l’épargne dans les banques est à 
court terme) ;
Contrainte réglementaire (coefficient de transformation fixé à 25% par la Banque 
Centrale des Etats de l’Afrique de l’Ouest -BCEAO-) ;
Risques systémiques élevés : calamités naturelles ( invasion acridienne);
Absence d’un système de sécurisation des risques agricoles (fonds de 
sécurisation, produits d’assurances agricoles);
Faible connaissance du secteur agricole ;

• Les contraintes liées au marché
Qualité des produits mis sur le marché (exigence transversale forte);
Forte volatilité des cours sur le marché international ;
Mise aux normes européennes contraignante pour les producteurs des pays 
africains
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II. MECANISMES DE FINANCEMENT NOVATEURS

Dispositif spécial dédié au financement des besoins liés à la production agricole
1997 : Concertation des acteurs partenaires sur le financement en vue relance des productions 
agricoles;
Mise en place du dispositif FPA (fonds de bonification, fonds de garantie, fonds de calamités);
Résultats : accroissement significatif des productions et des revenus des ruraux;

CNCAS : offre des prêts en refinancement à certaines mutuelles comme ACEP, UMECUDEFS.
Financement des intermédiaires collecteurs d’arachide en système carreau-usine.

Intervention des systèmes financiers décentralisés (SFD);

Emergence des mutuelles d’épargne comme alternative depuis le début des années 90 ; 
Accès au refinancement des banques classiques ;
Mise en place de programmes de crédit spécifiques de proximité destinés à couvrir des besoins, 
des hommes d’affaire (importateurs et  exportateurs), les femmes, les exploitants agricoles 
spécifiques (banane, produits horticoles) ;
DEFIS DE LA MICROFINANCE

Les programmes de microfinance coûtent cher ;
Autonomie financière ;
Le défi de la performance et de la pérennité.
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III. AMELIORATION DU ROLE DES BANQUES LOCALES

Les banques commerciales s’intéressent de plus en plus au marché rural. 
Leur rôle peut être amélioré si le travail à approfondir va dans le sens de :

Promouvoir les approches de type «risk sharing» en favorisant la syndication  ;

Mobilisation de ressources longues : les banques commerciales doivent concevoir des modalités de 
refinancement avec les banques centrales ;

Utiliser toutes leurs innovations organisationnelles et opérationnelles pour assurer la viabilité de 
leurs opérations rurales. 

Les innovations opérationnelles concernent les processus de sélection de clientèle, l’intégration 
de l’épargne dans les processus de prêt, l’établissement de relations d’affaires durables, le 
renforcement de l’interaction entre le personnel bancaire et la clientèle ;

Concevoir des produits financiers en tenant compte des exigences des clients ruraux et des 
demandeurs de micro-crédit. 

Promouvoir la passerelle Banque-IMF pour approfondir le partenariat .
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IV. ROLES DES POUVOIRS PUBLICS

Améliorer l’environnement de la production et de la commercialisation des produits de base;

Définir une politique sectorielle pertinente et durable apte à assurer une compétitivité des 
filières des produits de base ;

Mettre en place un Système d’Information des Marchés Agricoles (SIMA) qui permet aux 
utilisateurs de disposer d’une information commerciale pertinente en temps réel : exemples : 
MANOBI, CSA/CILSS ;

Promouvoir un système de conseil agricole et rural efficace pour renforcer les capacités des 
producteurs et négociants des produits de base ;

Mettre en place un système de sécurisation des financements du secteur rural ;

Favoriser et développer la concertation des acteurs (partenariat durable) ;

Promouvoir la recherche de la valeur ajoutée par la transformation au niveau local des produits ;

Sauvegarder le pouvoir d’achat des producteurs. 
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V. DOMAINES D’ASSISTANCE POSSIBLES POUR LA CNUCED

Cadre d’échange des « best pratices » en matière de financement du secteur agricole 
et notamment du commerce et du développement des produits de base ;

Participer à la formation et au renforcement des capacités des acteurs impliqués dans 
tous les processus mis en jeu dans le cadre des échanges commerciaux des produits 
de base ;

Promouvoir les mécanismes de sauvegarde des recettes d’exportation sur les 
produits de base : STABEX ;

Conseiller les Gouvernements dans le cadre de la définition des priorités clés du 
secteur agricole et notamment des produits de base eu égard à leur importance 
stratégique ;

Le renforcement des capacités du personnel des banques revêt une importance 
capitale. Un appel peut être fait par la CNUCED aux gouvernements et aux bailleurs de 
fonds pour qu’ils orientent leur appui dans ce sens.

Renforcer les compétences des institutions et des acteurs interpellés par les défis et 
réalités du  commerce et du  développement des produits de base.
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Country Note for the Expert Meeting on 

Financing Commodity-based Trade and Development 
Geneva, 16-17 November 2004 

 
By 

 
Rajeshwor P. Pant 

Executive - Director 
Cottage and Small Industries Development Board 

His Majesty’s Government of Nepal 
 
 
 

A. Introduction 
 
 

1. The economic and business environment in Nepal is overshadowed by the 
ongoing insurgency, which has entered into its ninth year and has claimed more 
than 10,000 lives. Intensification of the Maoist conflict and political instability 
undermined business confidence; and together with the effects of the global 
recession, led to a sharp reduction in exports, manufacturing, tourism and 
services. Economic growth fell by -0.3% in 2001/02 for the first time in 19 years, 
the trade deficit widened, while a slowdown in revenue growth and a sharp 
increase in security expenditures created an unprecedented budget crisis.   

 
2. Despite domestic political instabilities, the macroeconomic situation has gradually 

improved from a low point in 2001/02. GDP growth has picked up, fiscal and 
balance of payments positions have strengthened and inflation remains under 
control. Overall GDP growth recovered to 2.6% in 2002/03, with agriculture 
growing by a modest 2.4%, not fast enough to have a major impact by itself on 
rural poverty.  

 
3. Exports during the period of FY2002/03, which had declined by 1.4 percent, 

revived in the corresponding period of FY2003/04 with a net gain of 3.8 percent 
reaching NRs. 35 billion (period includes first eight months of the fiscal years). In 
US dollar terms, exports which had declined by 3.8 percent in FY2002/03, was up 
remarkably by 9.5 percent in the corresponding period of FY2003/04.  

 
4. Nepal is not a major commodities exporting country. However, in the fiscal year 

2002/03 agriculture based exports accounted for 23% of total exports of NRs 50 
billion. The destination for the majority of these exports was India. Food and live 
animals along with animal & vegetable oil and fats were the major export items. 
A more favorable trade arrangement with India would help to expand the market 
for such commodities exports from Nepal. 

 
5. Nepal’s rural economy is trapped in a vicious circle of low savings, low 

investment and low income. An infusion of capital and technology is a must to 
develop this sector. Furthermore, over 90% of the poor live in rural areas. Land 
holding is fragmented and the median farm size was estimated in 1996 to be only 
0.65 ha, except in the Terai plains bordering India where farms are slightly larger. 



 71

However, the median landholding of the poorest 25 percent of households is only 
0.51ha. The fragmented nature of farms combined with Nepal’s rugged 
mountainous terrain poses extra challenges for delivering credit to rural farmers. 
Designing innovative ways to channel credit to such groups would help increase 
rural incomes, which would in turn help reduce poverty. Rural finance in the 
Nepalese context is synonymous to rural development.  

 
6. Growth that helps to evenly distribute income appears to further reinforce the 

positive impacts of growth on poverty. The Tenth five-year plan (2002-2007) of 
His Majesty’s Government of Nepal (HMGN) has set an ambitious target of 
reducing the poverty rate from 38% to 30% by the end of the plan period. The 
plan has identified agriculture as a crucial sector, which contributes about 40% to 
Nepal’s GDP and provides employment to over 86% of the economically active 
population. Expansion of rural credit has been identified as a necessary step 
towards improving agricultural productivity and hence increasing rural incomes.   

 
7. Nepal was declared 147th member of the World Trade Organization (WTO) on 23 

April 2004. Nepal has also joined two regional trading blocks – South Asian Free 
Trade Area (SAFTA) and Economic Cooperation (BIMST-EC) consisting of 
Bangladesh, India, Myanmar, Sri Lanka and Thailand as members. WTO 
membership will require Nepal to undertake amendments to its trade and 
industrial policy regime to comply with WTO requirements, and to increase 
transparency. All import levies will need to be consolidated into a single customs 
duty, with the highest rate at 35%. Nepal needs to take measures to improve its 
competitiveness to take advantage of the opportunities presented by WTO 
membership. More specifically, small rural-based commodities producers would 
face a daunting challenge to remain internationally competitive under such an 
environment. Therefore, the role of innovative agriculture financing mechanisms 
in order to boost productivity is imperative. 

 
 

B. Rural Finance in Nepal 
 

 
8. Realizing the importance of improved rural financial intermediation in poverty 

reduction, HMGN has pursued a policy to increase the rural finance network 
which now includes rural branches of commercial banks, the Agricultural 
Development Bank of Nepal (ADBN), 5 Grameen Bikash Banks (GBBs), and 
four Development Banks specialized in microfinance.  

 
9. Micro-Enterprise Development Programme (MEDEP) is an innovative 

programme launched by HMGN in partnership with UNDP. MEDEP specializes 
in the creation and development of micro-enterprises by targeting low-income and 
under-represented families. MEDEP aims at reducing poverty among low-income 
families through the promotion of micro-enterprises in Nepal. MEDEP aspires to 
reach 19,840 low-income families by the end of 2006 and support these families 
to establish and promote micro-enterprises that creates employment for at least 
one member from each of these families. The Ministry of Industry, Commerce 
and Supplies initiated MEDEP in 1998 involving 10 districts with technical and 
financial support from UNDP.  



 
10. Despite lack of autonomy and operational issues that are now being pro-actively 

addressed, ADBN is by far the largest provider of rural finance services and 
accounts for nearly half of the total rural outstanding loans of the banking system 
in Nepal. ADBN operations are correlated with agricultural production, as the 
majority of its loans are for seasonal crops.  

 
11. The Small Farmer Development Programme (SFDP) of ADBN began as a pilot 

test in the Dhanusha and Nuwakot districts of the country in the mid 1970s. The 
main objective of the SFDP is to improve the socio-economic condition of small 
farmers living in the rural areas of hills and Terai by providing financial and non-
financial services.  

 
12. The ADBN introduced an action research Institutional Development Programme 

(IDP) with the support of Deutsche Gesellschaft für Technische Zusammenarbeit 
(GTZ). In 1993, as a result of the IDP, the first four Small Farmer Cooperatives 
Ltd. (SFLCs) were created. Since then, 154 SFLCs have been established in 36 
districts of the country. Currently, the SFLCs comprise a total of 83,000 rural 
households (refer to Table 1 below) with outstanding loans of NRs 1.80 billion 
(USD 24.35 million at the exchange rate of NRs 74 = 1 USD) and internally 
generated resources of NRs 275 million (USD 3.72 million). Female membership 
stands at 40% and is gradually increasing.  
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1

 July 1994  July 1999  July 2000  July 2001  July 2002  July 2003  May 2004 Total

Number of Groups 372           6,570        7,550        8,888        9,255        11,383      12,594      12,594      

Number of Members 2,624        45,105      51,430      60,551      61,934      75,430      83,445      83,445      

Internal Resources (Deposits & Capital) 1,748        77,831      116,964    166,849    176,249    285,797    275,410    275,410    

Loans
Disbursement 6,007        247,863    324,066    396,311    414,235    503,709    355,149    2,247,340 
Principal Collection 4,705        196,144    254,084    305,707    326,595    406,330    308,175    1,801,740 
Interest Collection 1,164        73,298      92,020      97,711      110,858    131,214    96,615      602,880    
Outstanding Loan 11,538      486,908    601,182    773,585    899,586    1,105,917 1,216,459 1,216,459 

Repayment rate (in percent) 66 76 79 75 70 69 60 9

Source: Agriculture Development Bank Nepal.

Achievement of SFCLs
(cumulative amounts in thousands of NRs.)

 
 
 

13. Of the total SFLCs, 43 SFLCs are providing services to the rural poor in the 16 
hill districts. The total membership in the hills stand at 22,947 families. The 
outstanding loan portfolio is around NRs 289.93 million (USD 3.92 million) with 
internally generated resources equal to NRs 61.3 million (USD 0.82 million). This 
achievement reveals that SFLCs have been successful in providing services in the 
hills and sparsely populated areas. 

 
14. The Small Farmer Cooperatives Ltd. is a multi-service cooperative designed to 

deliver primarily financial, but also non-financial services to its members in rural 
areas. SFLCs are civil society organizations that pool their joint resources to meet 
basic needs and defend interest of their members. The ownership lies with the 
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members of SFLC, which has an open door membership policy towards “poor” 
farmers.  

 
15. Small farmer groups are set-up as joint liability groups at the village level, usually 

consisting of 5 to 10 members. These bodies allow members to start and operate 
financial and non-financial services required by the group and/or group members. 
From each small farmer group within a defined area, one representative member 
joins the so-called inter-group. The inter-group further validates specific group 
requests and provides recommendations to the main committee. One 
representative of each inter-group joins the so-called main committee at the 
Village Development Committee level. The member from the main committee 
approves the programmes of the SFCL and decides on the implementation of any 
other projects such as office building construction, livestock insurance schemes, 
consumer stores, etc.  

 
16. Financial services delivered by SFCLs include various types of voluntary and 

compulsory savings products, a variety of loan products as well as a livestock 
insurance scheme. Non-financial services incorporate construction of irrigation 
channels, establishment of milk collection centres, nursery programs, women 
empowerment programs, and other social mobilization activities. New products 
and services are continuously added as per requirements. 

 
17. By July 2000, SFCLs had captured a significant share of the formal/semi-formal 

rural financial market, serving 6% of the total borrowers. The market share of 
SFCLs is estimated to have increased since then by another 2-3%. For many years 
SFCLs followed a strong path towards profitability with impressive growth rates 
in terms of deposit mobilization and increases in revenue. A study carried out by 
ADBN/GTZ (2001) with 33 sample SFCLs showed that the average financial 
self-sufficiency ratio had increased from a poor 39% by mid-July 1997 to 118% 
by mid-July 2000, which led SFCLs to the category of the most successful rural 
financial institutions. 

 
18. Over the last couple of years, the business climate and security situation have 

deteriorated attributing to the Maoist conflict which in turn has adversely affected 
the performance of SFCLs. Forty seven SFCLs have so far been attacked by 
extremists, and documents, furniture and buildings have been burnt down. Thus, 
the average financial self-sufficiency ratio dropped to 89% by July 2001 and 
further declined to 83% by July 2002. 

 
19. Studies confirm that SFCLs have a substantial positive impact on the socio-

economic situation of their members. Living conditions have improved for a large 
majority (above 80%) of SFCL members, largely due to the access to credit. 
Independence from moneylenders was mentioned as a welcome change after 
joining the cooperative. Many cooperative members diversified their economic 
activities after joining the cooperative and this in many cases included non-
agriculture income opportunities. 

 
20. The cooperative members have made productive and rational use of the additional 

income gained. Literacy levels, food consumption habits, sanitation and health 
conditions as well as social cooperation have improved. The mortality rate of 
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children declined while access to safe drinking water increased. Saving habits also 
showed improvement, thus insuring families against risk. Furthermore, the use of 
modern agricultural inputs increased. Ecologically sound projects are pursued 
with the installation of biogas plants, construction of low cost improved latrines 
and scientific use of organic manures.  

 
 
C. Conclusion 

 
 

21. International forums for the discussion of country experiences assists policy 
makers in staying abreast with developments in other countries. One returns with 
the knowledge gained on practices prevalent in countries around the world. The 
case of Nepal is unique as most of the commodities that it exports are agriculture 
based and its producers rural. The engagement of international donors is crucial 
for delivering credit and other financial instruments to such groups. An increased 
level of technical assistance would help in formulating strategies for addressing 
this important but often neglected area in international development. Such actions 
would also prove to be beneficial towards achieving the poverty reduction targets 
set out in the country’s Tenth plan. Furthermore, this would pave the way towards 
attaining the United Nations Millennium Development Goals in the case of Nepal.  

 
22. There is also a need for His Majesty’s government of Nepal to display a greater 

commitment in supporting mechanisms of rural finance. At the very least, rural 
finance could receive a greater coverage in the country’s subsequent five-year 
development plans. The Poverty Alleviation Fund, an organization recently set up 
under the Chairmanship of the Prime Minister, with inalienable authority for 
running various poverty alleviation programmes could play a leading role in 
designing and implementing rural finance programmes.  



 75

République Algérienne Démocratique et Populaire 
 

Ministère de l'Agriculture et du Développement Rural 
 
 
 
 
 
 
 
 
 
 

Conférence des Nations Unies sur le Commerce et le Développement 
 

Réunion d'expert sur le financement du commerce et 
 du développement dans le secteur des produits de base 

 
Genève 16 et 17 novembre 2004 

 
 

L'expérience du financement des produits de base, cas des céréales dans 
le Plan National de Développement Agricole et Rural 

en Algérie  
 
 
 

Communication  
Proposée par  ASSABAH Ammar 

 
 
 
 
 
 
 
 
 
 
 
 
 

Novembre 2004  



 76

INTRODUCTION  
 
L'Algérie met en œuvre depuis 2000 un Plan National de Développement Agricole 
(PNDA) Ce plan fait suite à un processus  de réformes du secteur agricole. Il constitue  
l’instrument principal permettant  d’asseoir une base de développement pour la mise à 
niveau de l’agriculture Algérienne en cohérence avec l’ouverture de l’économie nationale 
à la faveur de l’accord de libre échange avec l’Union Européenne et de l’adhésion 
prochaine de l’Algérie à l’Organisation Mondiale du Commerce (OMC). 
 
Il vise l’amélioration de la sécurité alimentaire et le développement durable et s’articule 
autour des principaux axes suivants : 
  

• valorisation des potentialités naturelles (sol et eau),  
• extension de la surface agricole utile par la mise en valeur,  
• protection des ressources naturelles par l’amélioration du couvert forestier en 

favorisant le boisement utile et économique et l’exploitation rationnelle des 
espaces et parcours steppiques,  

• intensification de  la production agricole, 
• adaptation  des systèmes de production aux conditions de milieu, 
• développement des produits de terroirs et promotion des exportations de produits 

agricoles,  
• amélioration des revenus des populations agricoles. 

 
À la suite  à l’élargissement en juin 2002  des prérogatives  du secteur  de l’agriculture au 
développement rural ces axes ont été étendus à : 
 

• La revitalisation des espaces ruraux,  
• l’amélioration des conditions de vie des populations rurales,  
• la promotion de l’artisanat et des métiers ruraux.   

 
Le Plan National de Développement Agricole et Rural (PNDAR) est composé de  
programmes spécifiques et complémentaires prenant en compte les contraintes agro 
climatiques, notamment  l’aridité du climat et l’amélioration des conditions 
socioéconomiques des populations rurales. 
 
La démarche 
   
La démarche qui caractérise la mise en œuvre du PNDAR repose sur une adhésion 
volontaire des acteurs du développement aux programmes évoqués, le mode 
d'intervention est décentralisé au plus bas niveau des  circonscriptions administratives. 
Les instruments et outils mis en place sont fondés sur la participation réelle et active des 
agriculteurs au développement. L'instrument de mise en œuvre est le projet sous diverses 
formes: 
 

• projet de développement pluriannuel de l'exploitation agricole, 
• projet de proximité de développement rural, 
• projet de lutte contre la désertification, 
• projet d'appui à l'exploitation agricole. 
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Ces projets sont en cohérence avec des schémas directeurs propres aux différentes zones 
du pays. 
 
Ils bénéficient d'un encadrement technique et économique apporté comme suit: 
 

• les institutions de recherche, de recherche développement (instituts techniques) 
mettent au point les innovations techniques et les rendent accessibles de diverses 
manières aux agriculteurs; 

• les organisations professionnelles regroupées au sein des chambres de 
l'Agriculture prennent le relais avec le concours d'agents de vulgarisation formés 
par un institut spécialisé pour assurer une large diffusion des techniques mises au 
point ; 

• des fonds publics sont mobilisés pour accompagner l'investissement nécessaire à 
la mise en œuvre des projets à des niveaux qui ne dépassent pas 30%; 

• les instituions financières sont partie prenante et apportent leur concours sous 
forme de crédit de campagne ou d'investissement   

• les bénéficiaires apportent souvent des compléments (autofinancement).    
 
Les concours publics et des institutions financières ne sont apportés que si l'agriculteur 
s'engage au respect de dispositions contenues dans un cahier de charges  comportant 
notamment un volet technique. 
 
Des dispositifs de suivi et d'évaluation  sont mis en place pour chaque catégorie de 
projets et permettent d'apporter, en cas de nécessité, des modifications pour une meilleure 
efficacité des ressources et une amélioration des performances.   
 
Les produits de base et le PNDAR 
 
Les produits de base, produits de large consommation en Algérie font l'objet d'une 
préoccupation essentielle dans le PNDAR il est sommairement présenté ici  le cas des 
céréales. 
 
Plus de la moitié des exploitations agricoles Algériennes  (580.000 environ)  pratiquent la 
céréaliculture, leur taille est dans la plupart des cas inférieure à 10 hectares. Ce handicap 
foncier, ajouté aux irrégularités de la pluviométrie (toute la céréaliculture étant pratiquée 
sous conditions pluviales), les fragilisent entraînant une  fluctuation des rendements et de 
la production.  
 
Cette situation ne les met pas en position favorable vis-à-vis des institutions financières 
ce qui se traduit par des réticences, des complications voire des refus d'octroi des crédits. 
A la fin des années 90 très peu d'exploitations (- de 5%) ont recours aux circuits 
bancaires classiques. Le crédit informel, les prêts familiaux, ou le crédit fournisseur 
développé au niveau des organismes para publics prédominaient dans le financement de 
la céréaliculture. La pratique de la céréaliculture dans les exploitations éprouvant des 
difficultés de financement était ainsi souvent du type extensif, la production était plus 
destinée à l'auto approvisionnement ou écoulée sur des marchés locaux. 
 
L'avènement du Plan National de Développement Agricole en 2000 a permis de "dégeler" 
dans une certaine proportion les liens exploitations agricoles institutions financières, les 
dispositions  suivantes ont été notamment prises: 
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• Mise en place du crédit lié aux réalisations couvert par une assurance avec le 

concours de la Caisse Nationale de Mutualité Agricole, qui jouait auparavant un 
rôle d'assureur des activités agricoles mais progressivement  s'est déployée vers le 
crédit agricole,  

• Accompagnement du crédit lié par un soutien sur fonds publics codifié par 
notamment des conditions d'éligibilité; 

• Décentralisation de la décision au niveau local dans un cadre collégial, 
• Assouplissement et codification des procédures, 
• Raccourcissement  des délais d'examen des dossiers. 

 
Une autre institution financière, la Banque de l'Agriculture et du Développement Rural, a 
rejoint en 2002 ce dispositif.  
 
Deux programmes ont été mis en ouvre:  
 

• Le premier " développement de la filière céréales " pour, à la fois relancer 
la production et améliorer la productivité. Il s'adresse aux céréaliculteurs 
situés dans des zones aptes à la pratique de la céréaliculture dite potentielle et 
intermédiaire déterminées sur la base de critères agro climatiques. 

 
• Le second "adaptation des systèmes de production (reconversion) " pour 
orienter les agriculteurs vers des cultures plus appropriées telles que la 
viticulture, l'arboriculture fruitière ou les fourrages. Ce programme  vise d'une 
part, à protéger le potentiel agricole et d'autre, part à mettre les agriculteurs à 
l'abri des aléas qui caractérisaient la céréaliculture. Des activités agricoles à 
revenu immédiat ont été lancées (apiculture, petits élevages)  dans l'attente des 
productions des vergers installés. 

 
Problèmes et difficultés rencontrés  

 
Les institutions financières ont certes renoué avec le financement des activités agricoles 
mais ce "retour" ne s'est pas fait sans difficultés on peut citer à cet effet: 

 
• Les hésitations,  au départ des opérations, des agriculteurs; 
• La méfiance des institutions financières avec la préoccupation constante aux 

garanties; 
• Le manque de préparation des administrations locales; 
• Le non respect des délais et des procédures mises en place; 
• Le manque de formation des personnels à tous les niveaux ; 
• L'insuffisance de l'encadrement technique, 
• Les retards de recouvrement du crédit. 
 
Ces difficultés perturbent le rythme d'avancement des opérations mais ne remettent pas 
en cas la dynamique mise en place, en effet bon nombre d'entre elles trouvent des 
solutions par des interventions des autorités et de la concertation avec les acteurs 
concernés. 
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Evolution et perspectives  
 
Pour garantir la pérennité de ce dispositif quatre  conditions  au moins doivent être 
réunies  
 

1. la mobilisation des ressources financières par l'Etat afin d'assurer 
l'accompagnement des opérations par des aides; ces ressources sont encore 
insuffisantes malgré des progrès enregistrés;  

2. un rapprochement des institutions financières auprès des agriculteurs que ce soit 
sur le plan matériel par la densification de leur réseau ou sur le plan des 
pratiques bancaires qui doivent être adaptées aux spécificités de l'agriculture et 
du milieu rural;  

3. une meilleure organisation des agriculteurs au plan professionnel et surtout une 
attitude plus en phase avec les réalités économiques du pays : libéralisation de 
l'économie, intégration à l'économie mondiale (Accord d'association avec 
l'Union Européenne et adhésion à l'OMC); 

4. un renforcement  des appareils chargés de l'encadrement du dispositif et la 
modernisation des moyens.    
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Enhancing in Financing for Micro, Small and Medium Entreprises 

Endang Wukirsari,  
Deputy Assistant for National Distribution System and Marketing 

Affairs 
Ministry for Trade, Industry and SMEs,  

The Republic of Indonesia 

 

Micro, small and medium entreprises (M-SMEs) are a national economic players 
which have strategic role in national economic development. Around 99 percent business 
players in Indonesia are M-SMEs.  Experiences in other countries have proved that M-
SMEs has become a backbone of national economy in the future. 

A condusive business circumstance is expected to create new businesses and to 
expand the production capacity of existing businesses. In this situation, distribution and 
production process can be completed successfully in order to improve business 
efficiency. Nevertheless, the government policies have felt short to provide significant 
supports for those potential sectors such as capital assistance, business management 
assistance, and healthy business circumstance. Meanwhile, local government has had no 
idea about how to optimalize the potential of M-SMEs of regional economic 
development. 

The implementation of regional autonomy based on the Law No. 22/1999 has 
brought about a new paradigm in the relationship between the central government and 
local government. Regional autonomy policy has a provided wider authority of local 
government to develop and manage their regions based on local potential. The 
implementation of regional autonomy should give a priority to the empowerment of M-
SMEs with the support of all institutions in society. In this regard, comprehensive and 
intensive efforts are needed to minimize and eliminate problems in the future. 

The prolonged economic crisis has motivated the people and the government to 
make a total reform. One of the positive impacts of the total reform is that the change of 
paradigm from centralized government to decentralization, which is expected to give 
opportunity to the local government to implement regional autonomy based on the 
people’s aspiration, regional condition, and geography. Regional economy has to be 
developed based on domestic resources, self confidence, equality, healthy competition, 
openness, and democracy. 

Under the National Development Program 2000 – 2004, the government has 
produced guidelines for the development of M-SMEs, as follows: 

1. Program on the creation of conducive business circumstance. This 
program aims to open wide business opportunities, and to ensure 
business certainty and economic efficiency. The target of the 
program is to reduce transaction costs and to improve the scale of 
M-SMEs in economic activity. 

2. Program on the improving access to productive resources. The 
program aims to improve the capacity of M-SMEs in utilizing 
business opportunity and potential resources, especially in the 
agricultural sector. The target of this program is that the existence 
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of supporting institutions improve the access of businessmen to 
productive resources such as human resources, capital, market, 
technology, and information. 

3. Program on entrepreneurship developments and competitive M-
SMEs. The goal of this program is to develop and improve 
entrepreneurship attitude and character as well as improving M-
SMEs competitiveness. The target is to improve knowledge and 
productivity of entrepreneurs. 

Looking at the development of M-SMEs in Indonesia, there are several 
characteristic which make them can resist the prolonged economic crisis: (a) small 
business does not depend on foreign capital as it can make progress based on its own 
capital, (b) the business capital does not depend on foreign loan, much local contents 
which are not affected by the increase of foreign contents price, (c) flexible in dealing 
with difficult problem, so that it can change to another business. (d) small businessmen, 
like traders and processors, are able to return loan with relatively high interest rate, and 
(e) M-SMEs can easily be found throughout the country with various business activities. 

In order to optimalize the role of M-SMEs in the economic growth, the local 
government need to try the following steps: (1) to facilitate M-SMEs in getting loan 
through a good coordination with banking sector and other business players; (2) to 
develop micro financial institutions, information supply, training, monitoring and 
controlling, in order to improve the quality of entrepreneurship and to develop the 
organization and management as basic skill needed for M-SMEs; (3) to make business 
and market expansion to new customers; (4) to make regional government regulations 
which starting from business license arrangement to tax incentive. 
 
Bank Partner Financial Consultant (Konsultan Keuangan Mitra Bank) 

 Beside the creation of conducive business circumtances, the government needs to 
assist M-SMEs in financial sector in order to develop their businesses. In the reality, 
macro business has faced difficulties to achieve the criteria 5 C (character, condition of 
economy, capacity to repay, capital, and collateral) based on criteria and condition 
determined by the bank. 

The role of Bank Partner Financial Consultant (BPFC) as the mediator between 
M-SMEs and banking sector is expected to transform M-SMEs from non-bankable to 
eligible and bankable. Actually, credit interest rate is not a serious problem for M-SMEs, 
but credit application should be simple so that M-SMEs will be more valuable and 
effective as it can negotiate the bank to ease the application procedure and conditions. 
The existence of BPFC is expected to improve the role and function of M-SMEs from 
non-bankable in legal and administration aspects to accountable and professional M-
SMEs. 

In 2003, the bank had allocated around Rp 42.4 trillion credit for M-SMEs, 
consisting of micro business credit around Rp 7.5 trillion, small business credit Rp 15.2 
trillion and middle business credit Rp 19.7 trillion. By the end of 2003, the distribution of 
bank credit to M-SMEs only reached 61 percent or Rp 29.1 trillion. The failure to reach 
the 100 percent target of credit distribution was caused by prudential principle of the 
bank in distributing their credit and inability of M-SMEs to fulfill conditions and criteria 
determined by the bank. 
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In 2004, the bank  allocated credit around Rp 38.5 trillion consisting of micro 
business credit Rp 13.6 trillion, small business credit Rp 10.6 trillion and middle business 
credit Rp 14.3 trillion. This allocation of bank credit this year needs to focus attention on 
micro business and productive business with high priority, which products rely on 
domestic raw materials, have high value added, widely absorb unemployment, and have 
highly market competitiveness 

Banking institutions have done several activities to assists the developments of 
M-SMEs: 

1. Regional bank and financial institutions have to operate based on 
national regulation while paying attention to the need of local 
aspiration. Bank as the agent of development in the region should 
play an equal role as fund collector and fund distributor. 

2. The distribution of information to the people about loan facility for 
M-SMEs developments. Besides that, the simplicity of 
bureaucracy and mechanism of loan distribution. 

3. Banking sector should not underestimate the ability and capacity of 
M-SMEs in managing bank loan. 

4. The allocation of capital distribution for M-SMEs should get a top 
priority. Bank also needs to participate in the empowerment of M-
SMEs. 

The empowerment of M-SMEs needs to be formulated seriously in order to 
improve the performance of M-SMEs. The government needs to give a full support to M-
SMEs developments in order to accelerate the achievement of the goal. However, the 
concept and the reality often do not match in the implementation. Therefore, we need 
professional people who can articulate concept into the real condition. 

The technical assistance is focused on banking sector by improving the capacity 
and knowledge of the banks on M-SMEs through such activities as: 

a) Training for staff of public banks, with aim of providing information on the 
operationalization of local bank and assessing the local bank feasibility so that the 
banks can be well informed regarding the profile and performance of local bank. 

b) Researching so that M-SMEs can determine the model or the funding pattern and 
technical assistance suitable for the development of M-SMEs. 

c) Providing information system to provide added value and higher profit of the results 
of the studies. 

M-SMEs empowerment will be useless if it is only conducted by the central and 
local government. The program needs support from several institutions which is grouped 
in Poverty Alleviation Committee, which will formulate effective programs and strategies 
for problem solving attempts in their regions, so that they can play significant role in the 
people’s economy development program. 
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Special Review of The European Bank for Reconstruction and 

Development’s 
Agricultural Commodity Financing Programme 

 
 

Introduction 
This review is an extract of a special study on the European Bank for Reconstruction and 
Development’s Agricultural Commodity Financing Programme, a copy of the complete 
study is available on the Bank’s website. 
 
Executive Summary 
 
The Agricultural Commodity Financing Programme (‘ACPF’) is geared towards 
financing traders and processors of commodities such as grain, seeds or sugar. While 
providing liquidity to the primary sector, it presently has limited impact on farmers. 
Indeed, taking advantage of warehousing requires volumes, logistics and some degree of 
financial sophistication that would only be found among very large farmers or farm 
cooperatives.  
 
Project Evaluation’s (‘PED’) review of the Programme’s fundamentals indicate that it 
delivered the transition impact expected from greater transparency, increased 
competitiveness and provision of liquidity to the primary agricultural sector. Longer term 
potential is also significant as Warehouse Receipt (‘WHR’) legislation should contribute 
to the creation of regional agricultural commodity exchanges which require from the 
onset delivery points and grade certification, inherent to the proper institutionalisation of 
a WHR programme. In addition, banks eligible to the Basel II “advanced IRB” approach 
will find it relatively more attractive to lend against WHRs from a regulatory capital 
standpoint.  
 
Two important aspects of the European Bank for Reconstruction and Development’s (the 
‘Bank’ or ‘EBRD’) sponsored Programme are discussed and give rise to 
recommendations:  

 WHR are designed to provide very strong comfort from a credit standpoint since 
the creditor/holder of such a document should be able to secure release and 
liquidate the financed goods on demand, thereby avoiding any court procedure. 
Such out-of-court enforcement procedures are however possibly open to legal 
challenge; albeit an unlikely situation, it has not yet been tested and expert local 
legal advice should help mitigate this risk. 
 Indemnity funds are intended to cover non insurable fraud risk. Unfortunately, 

these have proven difficult to set up and since no claim has yet been made against 
the few existing ones, this is also an untested area.  

 
A detailed review of the portfolio’s risk profile and profitability indicates that on a Risk 
Adjusted Return on Assets the ACFP appears to score very well.  
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I. Programme Description 
 
A. Sector analysis 

 
The biggest potential for agricultural commodity lending lies in countries which are 
major producers of agricultural commodities, such as grain, sugar, sunflower seeds, or net 
exporters of those commodities.  In many countries over the last few years the sector has 
experienced significant changes.  The most significant recent trends are summarised 
below. 
 
1) There has been a steady recovery in agricultural production in many of the Bank’s 

countries of operation.  Some of them, most notably in Russia and in Kazakhstan, 
benefiting from an improved macroeconomic situation, political stability, and 
favourable weather conditions, achieved a robust increase in grain production, and 
gained a position of net exporters on the world grain market.  The tables below 
demonstrate significant increase in production and exports of main agricultural 
commodities in the region in 2000-20024.  

 
  Table 2. Agricultural commodity production (Source USDA) 

Country Grain Oilseeds 
(million metric tons) 2000 2001 2002 2000 2001 2002 
Russia 61.9 82.4 84.3 4.4 3.2 4.1 
Ukraine 23.2 38.4 37.7 3.7 2.5 3.5 
Romania 10.4 15.2 12.7 1.0 0.9 1.1 
Kazakhstan 11.3 15.7 15.6 0.3 0.4 0.4 
Estonia 0.7 0.5 0.5 - - - 
Serbia & Montenegro 5.1 8.9 8.0 0.4 0.5 0.5 
Croatia 3.1 3.1 3.6 0.1 0.1 0.2 
Poland 22.3 27.0 26.9 1.0 1.1 1.0 
Bulgaria 4.3 4.8 5.5 0.4 0.4 0.5 
Slovakia 2.2 3.5 3.1 0.3 0.4 0.4 
Moldova 1.9 2.5 2.7 0.3 0.3 0.3 
Total 146.4 202.0 200.6 11.9 9.8 12.0 

 

                                                           
4  It should be noted that 2003 was a bad year in terms of agricultural commodity production for 
most countries throughout the Bank’s countries of operation (which are Albania, Armenia, Azerbaijan, 
Belarus, Bosnia and Herzegovina, Bulgaria, Croatia, Czech Republic, Estonia, Georgia, Hungary, 
Kazakhstan, Kyrgyz Republic, Latvia, Lithuania, FYR Macedonia, Moldova, Poland, Romania, Russia, 
Serbia and Montenegro, Slovak Republic, Slovenia, Tajikistan, Turkmenistan, Ukraine, Uzbekistan), in 
effect, only Kazakhstan is expected to be a net exporter of agricultural commodities. 
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  Table 3.Gross agricultural commodity exports5 (Source USDA) 

Country Grain Oilseeds 
(1,000 metric tons) 2000 2001 2002 2000 2001 2002 
Russia 1,282 6,972 16,100 799 74 245 
Ukraine 1,526 8,976 12,030 1,105 151 466 
Romania 278 1,169 650 158 162 220 
Kazakhstan 3,995 4,186 6,005 5 11 10 
Serbia & Montenegro 70 269 450 10 25 25 
Croatia 242 312 450 5 5 5 
Poland 10 44 621 34 292 40 
Bulgaria 708 1,072 1,500 70 75 165 
Slovakia 30 275 100 75 143 145 
Moldova 125 168 155 95 98 100 
Total 8,266 23,443 38,061 2,356 1,.036 1,421 

 
The recovery in agricultural production has several important implications for the sector 
in the respective countries. 
  
2) As more grain and other agricultural commodities become available for export, more 

traders, including international companies, enter the local market, which raises the 
demand for working capital/pre-export commodity financing.  Although some of the 
local banks and traders have started injecting liquidity into the agricultural 
commodity sector, the supply of financing continues to fall short of demand.  The 
Bank has an important role to play in mobilising financing in some of the countries. It 
participates either as an arranger or funded/unfunded risk participant in the 
commodity-backed facilities, thereby increasing the liquidity in the agribusiness 
sector in the countries where the Bank is active.  

 
3) The restructuring in the primary agricultural sector has in general been slow, and in 

some countries has barely started.  Although, it should be noted that in several 
countries (e.g., Russia, Ukraine and Kazakhstan) changes are taking place. An 
increasing number of agribusiness companies (traders and processors of agricultural 
commodities) in these countries, reportedly, demonstrate solid business strategy, 
necessary financial resources, management strength, and adequate corporate 
governance practices. 

 
4) There have been large differences in the speed with which different governments 

adopt and implement WHR legislation6.  Whereas some countries (e.g., Slovakia, 
Bulgaria, Kazakhstan, and Lithuania) have been reasonably quick, a number of 
countries (e.g. Poland and Russia) are taking longer.  In the absence of a WHR law 
and surrounding infrastructure (e.g., licensed warehouses, regular inspections, 
indemnity fund, etc.), in some countries the market participants have developed 
alternative commodity financing credit-enhancement mechanisms.  In Russia, for 
example, the banks have either deployed an in-house collateral security service or 
hired reputable private surveyors, to control pledged grain in silos.  Although such 
systems temporarily fill the institutional gap, it proves to be costly and accessible 

                                                           
5  Gross exports numbers do not take into account gross imports of agricultural commodities. 
6  This is further developed in section II below. 



only to a limited number of large traders and processors 
 
5) To overcome imperfections of the collateral enforcement procedures, banks in some 

countries have also developed innovative forms of financing (e.g., repo financing), 
based on ownership of commodities.  The Bank participates for the fifth consecutive 
year in such a financing developed by Rabo Invest (“Rabo”). 

  
6) The increase in trading activity puts increasing pressure on the supporting 

infrastructure (e.g., ports, storage and handling facilities, roads, vessels), which has 
recently become one of the main constraining factors for realisation of the growing 
grain export potential in some of the Bank’s countries of operation, including Russia, 
Ukraine, Kazakhstan and Romania.  Many traders and vertically integrated 
agribusiness companies are currently investing or considering investing in logistics 
assets supporting their trading activities in the region.     

  
 
B.  Structures within the Programme 

 
The Bank has been working on the development of financing structures to reflect realities 
and market needs in the agribusiness sector in individual countries.  The form of the 
Bank’s participation is predicated on a combination of various factors, such as the 
existence of adequate WHR legislation (failing this, easy enforcement procedures for 
pledges over soft commodities), institutional environment, and availability of 
creditworthy counterparts, which determine the way of channelling the funds to the 
ultimate borrowers.  Outlined below are three of the currently most used example 
structures, the first two structures involving local financial institutions and the last one 
involving local traders/processors. Five other possible structures implemented or 
contemplated by the Bank are described in 
Appendix 1. 
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1) Risk participation in commodity repo 

financing.   
 
Under this scheme, which is successfully used 
in its fifth consecutive year by the Bank in co-
operation with Rabo in Russia, the local 
financial institution purchases commodities 
from the agribusiness processor and/or trading 
company and at the same time sells forward the 
same (or processed) commodities.  The 
financing is secured by the legal ownership of 
the commodities, which mitigates the risk of 
enforcing the security, imminent in any kind of 
standard collateralised lending in countries lacking properly functioning WHR 
legislation. Risk is further mitigated in this structure through (i) agreements with 
conditional off-taker and foreign guarantor, in case of default of the main ‘borrower’; (ii) 
surveillance of commodities stored at acceptable warehouses by professional surveyors; 
and (iii) insurance of the commodities stored.  The Bank’s participation in this structure 
is that of a risk participant, which can be funded and/or unfunded.   

EBRD

Local Financial 
Institution

Com m odity Repo

Risk Sharing 
(Funded/Unfunded)

GuarantorsConditional 
Off-takers

C
O

onditional 
ff-take Agr-t

Purchase/Forward Sale w ith 
Agribusiness SMEs

Price + Costs

Guarantee 
Letter 

Commodity



 
2) Credit line to a local bank for on-lending to 
local agribusiness companies secured by 
commodities.  In this structure the local bank is 
responsible for the provision of financing to the local 
agribusiness entities, in accordance with pre-agreed 
criteria.    This structure comprises various measures 
to mitigate the risks associated with commodity-
backed financing, until the WHR law is approved and 
the institutional framework is established.  The Bank 
will usually have an assignment of the security (sub-
loans and WHRs).  This structure has been utilised in 
several countries (e.g., Bulgaria, Ukraine and 
Kazakhstan) with local financial institutions, such as 
Expressbank, Unionbank, Aval bank, 
Kazkommertsbank, Bank TuranAlem, Halyk Savings 
bank, Almaty Trade Finance Bank (“ATF”), Temirbank and Bank CenterCredit.  To 
achieve its objectives, in some countries the Bank has also arranged technical assistance 
to train local bank staff. 
 

EBRD

Local Bank

Fund ing
(100% )

Fund ing
(100% )

Security

Credit Line                     
(No R isk Sharing) 

Sub-loans to Agribus iness SM Es

Possib le  
Assignm ent o f 

Security

3) Loan to a local trader/processor with 
limited recourse to a sponsor.  This structure is 
very similar to the one above with the main 
difference being that the Bank receives a guarantee 
from a Sponsor, usually the borrower’s parent 
company.  The sponsor’s guarantee may be carved 
out for specified events.  Subject to special 
provisions in the agreements, in case the specified 
event occurs, the sponsor’s guarantee may be 
released only after the legal title on commodities 
with market value sufficient to repay the loan has 
been effectively transferred to the Bank.  As this 
structure heavily relies on the comfort provided by 
the sponsor, where the WHR law either does not 
exist or is not yet operational.  Up to now this 
structure has been utilised with a number of traders 
in Ukraine and Russia. 
 

EBRD

Local Trader/
Processor

Funding
(100%)

Payment 
(100%)

Grain in 
Warehouse

Loan to Local Trader/ 
Processor with Limited 
Recourse to Sponsor

Sponsor
(Int’l or Local 

Trader/Processor)

Guarantee

Producers/Suppliers of 
Commodities 

The above list and the other structures described in Appendix 1 do not exhaust all 
possible financing structures and indeed contemplate some combinations which are yet to 
be implemented. Noticeably, few currently active transactions do rely on WHR as the 
ultimate security backing up the credit extension. This is due to the fact that not many 
countries have actually implemented fully the necessary legislation that would be 
acceptable to banks or that such legislation is still at too early a stage of implementation 
to be entirely relied upon. It is however important to underline that, in every case, the 
Bank’s rationale to develop this activity is to promote the introduction of WHR 
legislation, with mixed success as will be seen later. When and where such 
implementation takes place, the Bank’s financing structure evolves towards less third 
party recourse and greater reliability on domestic security. Furthermore, it paves the way 
to increased participation from the commercial financial sector, which also explains that 
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in some cases, the Bank becomes redundant in a market it was instrumental to create. 
 
C. EBRD’s Portfolio 

 
The Bank’s commitments under the ACFP have grown substantially since the first 
transactions were initiated in 1998. From a few facilities processed through local banks 
with a strong hold on the domestic agricultural sector in Central Europe, the Bank 
developed a far more diversified portfolio involving a number of international traders, 
moving eastward, notably in Ukraine, Russia and Kazakhstan, and implementing  an 
increasingly structured approach. Section V of this report provides an analysis of the 
Bank’s portfolio which is also detailed in Appendix 2 (Portfolio Description and 
Profitability). Presently thirteen transactions are active, for an aggregate commitment of 
USD 435 million approximately which is forecast to exceed USD 500 million by year 
end 2004. They cover seven countries of operation (Croatia, Kazakhstan, Moldova, 
Romania, Russia, Serbia and Ukraine) but the Bank has been active in other countries 
where its additionality is no longer verified, to a large extent as a result of the success met 
by the Programme it pioneered. 
 
II. Progresses achieved in promoting WHR 
 
This section is to address the main requirements for an adequate functioning of WHR 
based financing and describe the current status of existing legislation or administrative 
regulations in the Bank’s Countries of Operation mostly concerned with agricultural 
commodity financing. 
 
A.  Main requirements of WHR 

 
The out-of-court enforceability of warehouse receipts is regarded as a fundamental issue. 
It requires specific legislation pertaining to this instrument but it would not exonerate 
lenders from exercising proper diligence in the documentation of loans collateralised by 
WHR.  
 
The creation of a government agency in charge of setting standards and enforcing good 
practice, through regular inspections of the warehouses is generally considered as a 
necessary step to make the system effective. The Bank has however been involved in 
transactions in which warehouses were selected on their own merits and monitoring of 
the warehouses and the stored commodities was carried out by private collateral 
managers.  
 
In every circumstance, appropriate insurance is a must. The additional requirement for an 
indemnity fund stems from the unavailability of cover for fraud or gross negligence. 
Obtaining from host governments an initial contribution to capitalise such funds 
adequately is however most challenging. 
 
B. Recent developments 

 
In many countries of operation with a significant agricultural sector, the Bank has played 
a major role in talking governments into introducing the necessary legislation and 
involving such governments in the policing of warehouses, including the creation and, in 
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some cases, initial funding of indemnity funds. The outcome of such efforts has, 
however, been uneven.  
 
In some countries, it was easier to convince the administration to introduce the necessary 
reforms either because similar legislation or practices had existed prior to their inclusion 
in the sphere of influence of the former Soviet Union or due to their eagerness to improve 
the availability of bank financing to this sector or, to use the programme as a convenient 
channel for agricultural intervention/subsidies.  
 
In other countries, governments failed to be convinced that such a complicated new 
structure would deliver much improvement to a sector that was capable of raising funds 
in a more traditional fashion or through ad hoc mechanisms satisfactory to banks, 
including EBRD. In general though, failure to progress WHR legislation is often 
attributable to administrative slowness in the preparation of legislation, political haggling 
in the respective legislatures or delays in implementation of the warehouse licensing and 
monitoring. The most common hindrance to a satisfactory implementation of the 
programme is the reluctance of governments to contribute to the initial equity 
requirements of the indemnity fund. As a budgetary incentive, the Bank has suggested 
that, rather than a permanent investment, it could be achieved through a “long term 
interest free loan” that would be repaid when user’s fees have amounted, over time, to a 
level sufficient to capitalise the fund adequately.  
 
An exhaustive review of the stages of development of WHR programmes throughout the 
Bank’s countries of operation was prepared by the Bank for the purpose of its 
presentation to the Board in January 2004 and is attached to this study in Appendix 3. 
The summary provided below is based on a broad classification of the different countries 
according to progresses recorded so far7: 
 

a) No proper legislation in place:  Croatia is an example of legislation being bogged 
down and little progress achieved so far. The most significant situation is that of 
the Russian Federation, a prime target of the Bank where efforts to introduce new 
legislation have not been rewarded.  However, it remains a definite objective of 
the Bank to move transition forward through policy dialogue leading to the 
introduction of proper WHR legislation. 

 
b) Legislation being implemented: Among the countries currently implementing 

WHR legislation, EBRD was instrumental in providing assistance, including TC 
funding, to Ukraine and Moldova. In Ukraine, a first law was approved in 2002, 
but out-of-court enforcement procedure is yet to be developed in secondary 
legislation. Recent indications point to a possible government funding of the 
indemnity fund. Noticeably, the Central Bank of Ukraine has already upgraded 
the rating of bank loans backed by WHR. In Moldova, a comprehensive draft law 
has been prepared and should be enacted prior to the end of the year. The 
materialisation of an indemnity fund remains an open issue. In Romania, with less 
active involvement from the Bank, a WHR law was ratified in 2003 and the 
existing enforcement procedures should prove effective. It will take time before 
warehouses are actually brought under a government licensing and controlling 
agency, this should not, however, preclude selective bank financing initially 

                                                           
7 This summary takes into consideration new events which may have taken place since the preparation of 
the document shown in Appendix 3, hence a few discrepancies with the appended text. 
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provided on the basis of privately monitored warehouses. 
 

c) Legislation in place: A number of countries of operation have enacted some WHR 
legislation while all EBRD criteria have only been implemented in few situations. 
These countries include Bulgaria, The Czech Republic, Hungary, Kazakhstan, 
Lithuania, Poland and Slovakia. The Bank’s involvement was more particularly 
felt in Bulgaria, Kazakhstan, Lithuania and Slovakia. Only Bulgaria and 
Kazakhstan have, along with a satisfactory legislation an indemnity fund 
adequately funded8. The Bank has remained an active lender against agricultural 
commodities only in Bulgaria and Kazakhstan, an indication that implementation 
of WHR legislation significantly helps attract commercial lending, particularly 
when political risk is not a deterrent. Kazakhstan deserves a special mention for a 
speedy implementation of the legislation and creation of the indemnity fund. 

 
 

III. Transition Impact Analysis 
 
A. Short Term Aspects 

 
At the present stage of WHR development and utilisation by banks, the primary 
beneficiaries, through increased bank financing are traders and processors of agricultural 
commodities who are better able to secure financing for their purchase and storage of 
grain, sugar and seeds for further trading or processing. Such financings are of a short 
term nature and while there is an indirect definite benefit to the primary agricultural 
sector through increased liquidity available to farmers at harvest time, the immediate 
economic benefit of these programmes accrues to the buyers of the commodities. The 
implementation of WHR programmes has an impact on transition to open market 
economy in respect of transparency, competitiveness and increased liquidity channelled 
to higher risk areas. 
 

a) Transparency: Storing grain or other agricultural commodities in a licensed and 
therefore regulated, or privately strictly monitored, warehouse issuing recognised 
receipts goes along with independent weighing and quality testing or grading of 
the commodity. This is carried out by a third party since the warehouse is neither 
buyer nor seller of the commodity and is done professionally as such standards 
are part of the licensing requirements and would be regularly checked by a 
collateral manager. At the point and time of delivery of their products, farmers 
may therefore obtain an undisputable evidence of the value of stored 
commodities. This is a vast improvement over situations where transactions are 
concluded directly between typically a large buyer and a financially weak seller in 
the absence of independent appraisal of the commodity traded. The full benefits 
of transparency will only accrue to the farmers who are in a position to deliver 
directly to the warehouse. This requires large enough a network of warehouses to 
be accessible to the farmers and sufficient tonnage to deliver to justify 
transportation and handling charges. 
 

                                                           
8 The Bulgarian government, however, repatriated its initial contribution after having let users’ 
contributions accumulate to an almost acceptable level, considering that no call has so far been made on the 
fund.   
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b) Competitiveness:  A corollary of transparency is improved competitive 
environment through dissemination of knowledge. Access to licensed warehouses 
makes it easier for buyers and sellers to choose their counterparty. Farmers, or 
grain collectors, on one hand, have available to them a safe storage space 
providing independent evidence of the value of the goods stored as well as 
transferable (in most cases) documents establishing title to the goods. Buyers, on 
the other hand, should have easier access to financing on the basis of the 
warehouse receipts whether the commodities are acquired directly from the 
producers and shipped to the warehouse or acquired through transfer of 
warehouse receipts. The benefits of increased competitiveness will only be felt 
over time in countries which have an operating WHR programme and where 
banks are comfortable with credit extension on such basis. Farmers or primary 
collectors are to gain most from the gradual re-balancing of their bargaining 
power. 

 
c) Increased liquidity: It has been the Bank’s experience that the introduction of 

proper WHR legislation has resulted in more significant credit extension to 
finance agricultural commodities. Examples of annual lending of USD 50 million 
in Slovakia, USD 60 million in Bulgaria and well above USD 100 million in 
Kazakhstan were quoted at two recent conferences9. Indeed other financing 
structures could be used and would also result in increased liquidity for the 
purpose of financing agricultural commodities. They would however be entirely 
based ultimately on the credit strength of an off taker carrying the full 
creditworthiness of its western parent. The comparative advantage of WHR 
financing is its ability to delineate a risk sharing structure whereby an acceptable 
operating risk is taken by the banks or the traders while the latter assumes the 
market risk10 and banks provide a political risk umbrella. EBRD’s preferred 
creditor status would make this easier in poorly rated countries where the Bank 
syndicates out to B lenders. The implementation of specific legislation, in 
countries such as Ukraine or Moldova, which reduces the operating risk of 
holding and storing commodities and provide for transferable title instruments 
with straight forward out-of-court enforcement procedures therefore contributes 
significantly to attracting additional financing where banks may otherwise be 
reluctant to lend.  

 
B. Longer term aspects 

 
WHR implementation, is believed to have far reaching implications in the modernisation 
of trade and related financing mechanisms. By providing a reliable delivery point and 
negotiable title documents, it lays the foundation for futures markets in the commodities 
and regions concerned. As a recognised and easily enforceable security, it will benefit 
from favourable treatment under Basle II and therefore banks will be able to improve 
their return on regulatory capital through lending against WHR. This is illustrated by the 
potential for a Grain futures market in the Black Sea Basin and by recent decisions of 
Basle II committee regarding WHR. 

                                                           
9 “Successful models in Implementation of warehouse receipt systems and their role in the improvement of 
the soft commodities market in CEE and Black Sea Basin”, Sofia, 25 May, 2004 and “Warehouse Receipt 
Financing”, Rotterdam, 30 June 2004. Presentations by Peter Bryde, EBRD. 
10 This could be mitigated to a large extent through availability of a future cover if and when available. 
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a) Futures in the Black Sea Market: Under the auspices of the United States 

Department of State and with funding from USAID, a project titled “The 
Regional Commodity Exchange” (RCE) was initiated in late summer of 2002. 
One of the primary focuses of the work was the development of marketing 
tool for the grain sector that will lessen price risks through tools such as 
futures contracts. It was identified that the region would qualify in many 
respects for the establishment of such a market. In particular, its overall 
population exceeds that of the USA, it has a “normal” production of wheat 
that is double the “normal” production of the USA and exceeds that of the EU 
15. Exports in 2002 were double those of the EU and exceeded that of the 
USA. A number of other features which are beyond the scope of this study 
confirmed the feasibility of such a project. It is possible to envisage several 
delivery points for physicals, including the Don river and the mouth of the 
Danube. The actual place of the exchange is not yet determined though 
Budapest’s stock exchange appears to have an infrastructure available to, at 
least initially, carry out such trades. As was the case with the Chicago Board 
of Trade, the certification of warehouses as delivery point and with respect of 
their issuing recognised receipts is crucial to the development of this market. 
While other conditions precedent will need to be fulfilled for this RCE to 
exist, WHR legislation and implementation through the Black Sea Basin 
should contribute significantly to the creation of a futures market. This is not 
only a step forward in institutional development, covering a number of 
countries in the region, it also will further facilitate financing of agricultural 
commodities by providing banks with market hedging so far only available 
through one to one transactions with credit worthy international traders. 

 
b) BIS II implications: Under the proposed new Capital Adequacy requirements 

of the BIS II committee, banks opting for the “Internal Rating Based (IRB) 
Advanced” approach will have greater flexibility to compensate the high 
Probability of Default (PD) inherent to transactions with typically highly 
leveraged traders with a self assessed low Loss Given Default (LGD) based on 
the quality of the security. This is an exception, specific to Commodity and 
Trade financing, to rules generally applying to Specialised Lending. The 
implication is that those banks which qualify for the IRB Advanced approach 
will be able to finance trade and commodity at more attractive conditions 
without jeopardising their RAROC11 as long as they can demonstrate that 
WHR’s do represent adequate security, under their control and easily 
enforceable. Such lending will in turn be more penalising to banks who do not 
qualify for the IRB Advanced approach (Standard and IRB Foundation). This 
should not have a major impact on reducing competition between banks as the 
penalised institutions would not be typically very active in specialised lending 
markets. On the other hand, the handling of heavy documentation will 
increase operational risks, a new feature in the BIS II capital adequacy rules. 
Properly implemented WHR legislation has therefore the potential for making 
lending against agricultural commodities more attractive to specialised banks 
and consequently more competitive, thereby increasing available funds at 

                                                           
11 Risk Adjusted Return On Capital. Since the qualifying banks have typically developed a satisfactory 
track record on risk rating management, the concept of regulatory capital becomes essentially identical to 
that of economic capital  
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improved pricing conditions. This is qualified by the longer term aspects of 
the impact of WHR in the context of revised BIS rules, which are to take 
effect no earlier than at the end of 2006 although it will be anticipated by the 
better prepared banks. The earlier mentioned move of the Central Bank of 
Ukraine, having reduced reserve requirements applicable to WHR backed 
financing is, however, a good illustration of the credibility attached by 
banking regulatory authorities to such a mechanism. The combination of 
political risk mitigation through insurance or B loan structures and of lower 
regulatory capital required when lending against WHR’s, should therefore 
attract significant interest from the largest commercial banks to financing 
agricultural commodities in countries where such investments are presently 
yielding too low a return on their capital. 

 
 
IV. Portfolio Analysis 

 
 
A. Growth of ACFP portfolio 

  

To illustrate the growing significance of the Bank’s ACFP, the following table shows the 
evolution of the Bank’s commitments and average operating assets under the Programme 
in 2002, 2003 and 2004. Since the bank was very active in attracting co-financing, the 
table also shows the increase in total financing, inclusive of co-financing:    

 
USD millions 2002 2003 %  2004 % 

Total Commitments  145.9 265.6 82 359.4 35.3
Average Operating Assets  29.8 167.3 461 223.2 33.4
Total Financing (includes co-financing) 247.4 632.0 155 896.8 41.9

   
The average annual growth of the Bank’s commitments over the last two years was an 
impressive 73% while the average operating assets climbed even more spectacularly due 
to the low starting point and have now levelled off, at a growth level of 33.4% over the 
last season. It must be pointed out that based on deals which have been recently approved 
but not yet recorded for the purpose of this analysis, the Bank’s total commitments under 
the Programme are projected by the Bank to be in excess of USD 500 million at year end 
2004. This would translate in another growth rate in excess of 30% next year.  
 
Co-financing has caught up with a relatively stronger progression compared with the 
Bank’s own portfolio in the last period than in the previous one. This outlines the 
demonstration effect of the Programme which attracts an increasing number of 
commercial banks. It can be attributed to the progresses in the implementation of proper 
WHR legislation and, looking forward, to the incentives of booking such assets from a 
Basel II capital adequacy standpoint. 
 
 
 
 
B. Risk Analysis 
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The portfolio can be broken down in three categories of exposure, reflecting the degree of 
reliance on WHRs as opposed to other securities to mitigate the Bank’s credit risk: 
 

1. No WHR risk. Loans to banks, but unsecured, and primary corporate risks 
(categories 1b and 3a in Appendix 2, portfolio description). 

 
2. Some element of WHR risk. Loans and guarantees with primary recourse on 

financial institutions but collateralised by the commodity financed (categories 
1a, 2a and 2b in Appendix 2, portfolio description). 

 
3. Significant element of WHR risk. The Bank accepts the operating risk 

associated with WHR’s even though other risk factors are appropriately 
mitigated (category 3b in Appendix 2, portfolio description). 

 
The Bank’s strategy is to promote greater reliability on WHRs in order to optimise the 
transition impact benefits discussed in section III above. This needs however to be 
balanced with the requirements of sound banking and can only be achieved as and when 
the necessary legislative and regulatory frameworks are in place and operate reliably. The 
following chart provides an indication of the evolution of each category of average 
operating assets, as a percentage of each year’s total: 
 
 

2002 2003 2004 WHR risk 
element Average op. 

assets*  
% Average op. 

assets* 
% Average op. 

assets* 
% 

None  89.50 58 73 27 82.75 23 
Some  65 42 192.60 73 243.80 68 
Significant 0 0 0 0 32.80 9 

Total 154.50 100 265.60 100 359.35 100
* USD millions 
 
The bank’s ACFP portfolio is clearly following a trend of greater reliance on WHR or 
commodity collateral to support its credit risk. This can be illustrated by the fact that the 
Some and Significant categories which aggregated 42% of total average operating assets 
in 2002 represent 77% of the same total in 2004 with first transactions including a 
significant degree of operating risk on WHR appearing in 2004. Incidentally, the 
improved credit rating of some banks has resulted in a shift of the Bank’s exposure from 
Some to None, merely for the sake of simplification. This artificial distortion marginally 
softens the above trend. 
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Appendix 1: Additional structures 
 

 

E B R D

Local Bank

P ossib le
Fund ing

Fund ing (100% ) and  
R isk S haring (65% ) S ecurity

P ossib le  
A ssignm ent o f

S ecurity

R isk S haring                    
w ith  Local B ank

S ub-loans  to  Agribus iness S M Es

Risk sharing (co-financing) with local banks as 
arranger in loans to agribusiness companies secured 
by agricultural commodities.  Under this structure, the 
Bank takes a portion of the risk (up to 50%) under the 
sub-loans provided by the local bank to local 
agribusiness companies.  Although the Bank may also 
provide funding to the local banks for on-lending to 
end borrowers, usually such participation is unfunded, 
making the provision of local currency financing 
easier.  This structure has mainly been utilised in 
countries with a more developed local financial 
institutions sector, such as Croatia (Zagrebacka 
banka), Romania (BRD), and Moldova (Moldova-
Agroindbank).  

 
 
 
Bank arranged risk sharing with local bank 
participation in loans to agribusiness companies secured 
by agricultural commodities.  Under this structure, the 
Bank lends directly to local traders with the participation 
(most likely unfunded) of a local bank, who also acts as a 
security agent on behalf of the Bank.  This structure is 
currently under consideration by the Bank for the 2004 
commodity financing program in Kazakhstan. 

EBRD

Local Trader

Funding
(100%)

Security

Local Bank
(Security Agent  &
Risk Participant)

Security Agency 
Agreement

Risk
Participation

Bank Arranged Risk Sharing 

With Local Bank

 
 
 
 
 
Funded risk sharing with a trader/processor without 
recourse to a sponsor.  Under this structure the Bank 
provides short-term financing to agribusiness entities, 
traders or processors, normally subsidiaries of 
multinational groups, and shares some of the risks of 
the counterparts, such as the operating risk of 
warehouses.  The Bank does not have recourse to the 
parent company, and, therefore, has to be satisfied with 
the performance risk of the borrower, who undertakes 
to ensure the integrity and market value of collateral.  
Normally, the Bank establishes a conservative advance 
ratio (i.e. the disbursed amount of the loan to the market 
value of commodities).  When the market value of 
commodities drops, the borrower has two options: 
either to repay partially the loan, or to put in additional 
collateral, so that the advance ratio is restored again.  

EBRD

Local Trader/
Processor

Funding
(100% )

Producers/Suppliers of 
Commodities 

Payment 
(100% )

Grain in 
W arehouse

Assignment 
Of Security

Funded Risk Sharing w ith 
Trader/Processor without 

Recourse to Sponsor

Risk
Sharing
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This requirement may be relaxed in transactions with recourse to a parent company.  As a 
general rule, this structure is feasible only with very reliable counterparts and in the 
countries where WHR legislation and institutional mechanisms, such as licensing and 
inspection of warehouses, are in place and working.  This structure has not yet been 
utilised, but it may be used by the Bank.  
  
Loan to a local trader/processor without recourse 
to a sponsor.  In this structure, which has not been 
used to date, the Bank would take the full risk of the 
borrowers (local traders/processors) without recourse 
to a sponsor.  The difference with the previous 
structure is that under this structure the Bank does not 
share the risks of the ‘borrowers’ counterparts (e.g., 
warehouses).  Similar to the previous one, this 
structure can only be implemented on a very selective 
basis with reliable counterparts.  An adequate WHR 
legislation and institutional set up would be beneficial 
when choosing this structure.  Conservative advance 
ratio, market call mechanism, fixed price off-take 
contracts with reliable counterparts could all be used 
to help mitigate the market risk in this structure.   

E B R D

Lo ca l T ra de r/
P ro ce sso r

F u nd in g
(1 0 0% )

P a ym e n t 
(1 0 0% )

G ra in  in  
W a rehou se

A ss ignm e n t  
O f S e cu rity

L o an  to  L o ca l T rad er/ 
P ro cesso r w ith o u t   

R e co u rse  to  S p o n so r

P ro d u c ers /S u p p lie rs  o f 
C o m m o d itie s   
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Appendix 2: Historic transactions 
 
Class. Country Signing date Currency Amount 

(million)
EBRD 
financing 
amount 
(USD 

Syndication/
Co-financing 
(USD 
million)

Total 
financing 
(USD 
Million)

3a Slovakia 22-Sep-98 DEM 16 4.8 4.8 9.5
1a Bulgaria 26-Jul-99 DEM 10 5.1 0.0 5.1
3a Slovakia 30-Jul-99 DEM 20 5.1 5.1 10.3

1a Bulgaria 30-Jun-00 DEM 10 4.8 0.0 4.8
2a Slovakia 18-Jul-00 DEM 20 9.5 0.0 9.5
2a Russia 15-Nov-00 USD 50 50.0 92.9 142.9
Sub-total Year 2001 (Season 2000-2001) : 64.3 92.9 157.2
1a Bulgaria 11-Jul-01 Euro 1.5 1.3 0.0 1.3
2a Russia 30-Jul-01 USD 50 50.0 92.9 142.9
1a Kazakhstan 08-Aug-01 USD 5 5.0 0.0 5
1a Lithuania 11-Sep-01 Euro 2 1.8 0.0 1.8
2a Slovakia 13-Nov-01 Euro 10 8.9 0.0 8.9
3a Russia 15-Nov-01 USD 50 50.0 0.0 50.0
1a Kazakhstan 27-Nov-01 USD 10 10.0 0.0 10.0
1a Kazakhstan 27-Nov-01 USD 2.5 2.5 0.0 2.5
3a Ukraine 03-Dec-01 USD 15 15.0 0.0 15.0
1a Kazakhstan 14-Dec-01 USD 10 10.0 0.0 10.0
Sub-total Year 2002 (Season 2001-2002) : 154.5 92.9 247.4
3a Ukraine 14-Jun-02 USD 48 48.0 32.0 80.0
1a Kazakhstan 27-Jun-02 USD 5 5.0 0.0 5.0
1a Kazakhstan 28-Jun-02 USD 2.5 2.5 0.0 2.5
2a Croatia 17-Jul-02 Euro 25 22.1 48.7 70.8
1b Russia 26-Jul-02 USD 10 10.0 0.0 10.0
1a Kazakhstan 30-Jul-02 USD 25 25.0 50.0 75.0
1a Kazakhstan 30-Jul-02 USD 25 25.0 50.0 75.0
2a Russia 10-Sep-02 USD 100 100.0 185.7 285.7
1a Kazakhstan 24-Oct-02 USD 3 3.0 0.0 3.0
1a Ukraine 13-Nov-02 USD 10 10.0 0.0 10.0
3a Russia/Ukrain 18-Feb-03 USD 15 15.0 0.0 15.0
Sub-total  Year 2003 (Season 2002-2003): 265.6 366.4 632.0
3a Ukraine 06-Jun-03 USD 15 15.0 0.0 15.0
3a Ukraine 14-Jun-03 USD 36 36.0 24.0 60.0
1b Russia 04-Jul-03 USD 15 15.0 0.0 15.0
2a Croatia 11-Jul-03 Euro 25 28.7 53.3 82.0
2a Romania 15-Jul-03 Euro 40 46.0 69.0 115.0
1b Kazakhstan 18-Jul-03 USD 25 8.5 16.5 25.0
3b Serbia and 25-Jul-03 Euro 16 18.4 4.4 22.8
1a Kazakhstan 08-Aug-03 USD 3 3.0 0.0 3.0
1a Ukraine 10-Sep-03 USD 13 10.0 3.0 13.0
2a Russia 16-Sep-03 USD 140 140.0 260.0 400.0
2b Moldova 01-Nov-03 USD 6.1 6.1 6.1 12.2
1b Kazakhstan 05-Dec-03 USD 25 8.25 16.75 25.0
1a Ukraine 15-Dec-03 USD 10 10.0 0.0 10.0
3b Kazakhstan 18-Dec-03 USD 7.5 7.5 77.5 85.0
3b Serbia 20-Dec-03 Euro 6 6.9 6.9 13.8
Sub-total Year 2004 (Season 2003-2004): 359.4 537.5 896.8

1a means primary risk is on the local bank, with assignment of the underlying sub-loans and sub-loan
1b means primary risk is on the local bank and this risk is unsecured
2a Unfunded participation, where the local bank takes security and the Bank relies on them to inforc
2b Funded participation, where the Bank takes up to 50% of the risk and takes a pledge on the sub-lo

and sub-loan security (including the portion funded by the local bank)
3a Relying mainly on corporate guarantee
3b Corporate debt with security over commodities and possibly other assets
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Appendix 3: Country by country update 
 
 
Below is a country by country update on the current status of the implementation of 
warehouse receipts in a number of the Bank’s countries of operation.   
 
Hungary 
 
Hungary was the first country in the region to pass and implement specific warehouse 
receipt legislation.  The Bank has never participated actively in lending against 
warehouse receipts in Hungary (although a number of enquiries have been made for 
possible co-operation with local banks) and did not assist in the implementation of the 
warehouse receipt legislation.  However, lending against the instrument is very active in 
Hungary and local and international banks are very appreciative of the instrument. 
 
Slovakia 
 
Slovakia was the first country, in which the Bank participated in lending against 
warehouse receipts.  The Bank is no longer an active participant in lending against WHRs 
in Slovakia.  However, following the successful implementation of warehouse receipts in 
1998 the Bank participated actively for four seasons. 
 
The first time the Bank got actively involved in the implementation of warehouse receipt 
legislation was in Slovakia, where the Bank was approached by the Slovak Ministry of 
Agriculture following the passing of the warehouse receipt law.  The Bank provided 
technical assistance (which was funded by Taiwan) to assess if the licensing agency 
which the Ministry was intending to establish was adequately staffed and trained. 
 
Bulgaria 
 
When the Bank joined the Bulgarian Warehouse Receipt initiative in 1999, the 
warehouse receipt law had already been passed with the assistance of USAID and the 
World Bank.  However, it was not implemented and the key element missing was an 
indemnity fund.  In light of this the Bank signed a Memorandum of Understanding on the 
26th of July 1999 which outlined the governments intention to fully implement the 
warehouse receipt law, including the establishment of an indemnity fund and the Bank’s 
undertaking to provide financing against warehouse receipt (via local banks) once the 
legislation had been implemented. 
 
Following the successful implementation, including the establishment of the first 
indemnity fund in the region, in 2000, the Bank actively participated in lending against 
warehouse receipts for 3 seasons. 
 
Poland 
 
In Poland, during the latter part of the nineties, USAID provided the Polish government 
with a sizeable technical assistance package to ensure the implementation of warehouse 
receipts.  As a result all of the secondary legislation was drafted and warehouse owners 
and industry participants were trained in how to use the new legislation.  Unfortunately, 
the legislation was not passed until 2000, when the USAID assignment had ended and as 
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a result there were limited resources to actually implement the law and it is only this year 
that warehouse receipt are finally being issued in Poland. 
 
The Bank contributed actively to the drafting of the warehouse receipt legislation during 
1999, as a result of which the concept of an indemnity fund was introduced into the 
legislation.  In addition the Bank signed a Memorandum of Understanding between the 
Bank, the Polish Ministry of Agriculture and the American Embassy, the intention of 
which was to ensure that the law was finally passed and the possibility of using American 
donor funds to establish an indemnity fund.  As a result the law was passed in 2000.  
However, the potential funding for the indemnity fund was never allocated because of 
disagreements with the Polish National Bank12.  Following the passing of the Polish 
warehouse receipt law in late 2000 nothing happened in terms of its implementation, as a 
result the Bank provided the government with technical assistance (funded by the United 
Kingdom) to try and re-establish the momentum and get the warehouse receipt legislation 
fully implemented. 
 
The 2003 harvest is expected to see the first issuance of warehouse receipts.  A number 
of local banks are enthusiastically looking to provide lending against the new instrument, 
to date there has been no need for the Bank’s involvement in the lending against 
warehouse receipts. 
 
Lithuania, Latvia and Estonia  

 
Following the Bank’s successful experience with the introduction of warehouse receipts 
in a number of the Bank’s countries of operation, Bank staff at the Vilnius Resident 
Office thought that warehouse receipts would be beneficial in Lithuania.  As a result a 
meeting was arranged between the Bank, the Lithuanian Ministry of Agriculture and 
other industry participants in the fall of 2001.  The Bank introduced the concept of 
warehouse receipts and as a result a discussion of the potential for warehouse receipts in 
Lithuania was initiated.  Following the completion of the meeting, a working group was 
established (with the participation of the Bank) headed by the Lithuanian Ministry of 
Agriculture.  The Bank provided the working group with the Slovak, Polish and Kazakh 
warehouse receipt laws as examples.  During the winter of 2001 and 2002 the law was 
drafted and the Bank provided its comments via the working group on a number of the 
drafts.  In addition, the Bank provided the Lithuania Government with technical 
assistance (funded by Taiwan) to pay for the hiring of a bus which drove a number of 
members of the working group to Hungary and Bulgaria for the participants to meet the 
people who had implemented and were using the warehouse receipts in these countries.  
As a result of the lessons learned from the trip, the warehouse receipt law was passed and 
implemented (including the funding and creation of an indemnity fund) for the 2002 
harvest. 
 

 
12  In the mid nineties the Americans had provided Poland with US$ 5 million, to be used for Polish 

Co-operative banks.  However, because of deviating political agenda’s between the Americans and 
the Polish Government these funds were never actually utilised and the idea was to unblock these 
funds and reallocate them for the creation of an indemnity fund.  Since the money was sitting in a 
fund which was controlled by the American Embassy, the Polish Ministry of Agriculture and the 
Polish National Bank all participants needed to vote in favour of this new intended utilisation and 
unfortunately the Polish National Bank would not agree to this.  As it happens today the Polish 
Government and the Americans have sorted out their differences and the money is being used for 
their originally intended purpose. 
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Following numerous discussions with local banks on the implications of the introduction 
of warehouse receipts, local banks were of the opinion that the legislation was an 
improvement to the current lending practices and decided to proceed with lending against 
the new instrument without the participation of the Bank.  However, it should be noted 
that a number of international banks and one regional bank operating in the Baltic’s have 
requested the Bank’s assistance in implementing similar legislation in Estonia and Latvia 
to assist with the increasing commodity export flows, which are passing through the 
region. 
 
Kazakhstan 
 
In the fall of 2000, Bank staff visited Kazakhstan to explore the potential for warehouse 
receipts.  As it happened the Kazakh Ministry of Agriculture, in co-operation with the 
Kazakh Grain Union were already working on drafting of the legislation and the Bank 
assisted by providing examples from Slovakia, Bulgaria and Poland.  Following the 
passing of the law in early 2001, the Kazakh Ministry of Agriculture requested technical 
assistance from the Bank to ensure that the law would be implemented.  Because of time 
pressure, Bank staff met with USAID and found that they would be willing to provide the 
necessary assistance without the direct involvement of the Bank.  Because of language 
barriers it was decided that the best consultants for the assignment would be the 
Bulgarian experts who had implemented the legislation there and as a result the Bank 
assisted in locating the necessary people and within a couple of months of the initial 
request by the Ministry consultants were on the ground in Kazakhstan. 
 
Today the form 13 has been successfully replaced with the warehouse receipt in 
Kazakhstan and more recently the government have initiated the establishment of an 
indemnity fund, the Bank feels confident that warehouse receipts will play a very 
important role when lending against agricultural commodities in the future.  Because of 
the size of Kazakhstan and the potential for exports, the Bank consciously decided to 
involve western commercial banks as early as possible.  As a result of these efforts, a 
number of banks have participated in the Bank’s due diligence visits to Kazakhstan and 
in the Bank’s financing to date.  The Bank is now witnessing an increased interest from 
western banks in the financing against Kazakh warehouse receipts.  This season a number 
of transactions are in the process of being completed with international banks (with or 
without the involvement of the Bank). 
 
Since the warehouse receipts are now becoming more and more common in Kazakhstan, 
the Bank is actively looking to expand the system through the creation of a market 
information system (pending availability of technical assistance funds) and hopefully, in 
the near future, enable the trading of warehouse receipts.  For the larger countries in the 
Bank’s countries of operation, i.e. Kazakhstan, Russia and Ukraine, the Bank is intending 
to play an active role in establishing trading mechanisms and rules and over time the 
Bank intends to facilitate the creation of some form of regional commodity exchange 
between those countries and smaller countries in the region being able to join on an ad-
hoc basis. 
 
 
 
 
Ukraine 
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In January 2002, a Memorandum of Understanding (the "MoU") between the 
Government of Ukraine and EBRD was signed whereby the parties expressed intentions 
to co-operate in the implementation of a viable WHR system.  On 4 July 2002 the Law on 
Grain and Market of Grain in Ukraine (the ‘Law’) was passed by the Parliament of 
Ukraine. The Law relates primarily to the regulation of the grain market and the 
Governments role but it also includes provisions for the creation of a WHR system.  
 
Since the Law was passed in Parliament, EBRD has continuously worked on securing 
funding for the implementation of the Law. Because of initial lack of availability of 
technical assistance funds, the program was broken down into modules which were then 
financed on a stand alone basis: (i) the inspection agency module (USD 62,000), (ii) the 
indemnity fund module (USD 60,000) and (iii) the legal assistance module (USD 27,500) 
were financed with funding from USAID’s Advisory Fund via the Bank.  The regulatory 
body module (USD 100,000) was funded directly by USAID Kiev. 
 
Despite the progress during the past 12 months in establishing the legal and institutional 
frameworks to support WHR systems, the system is only expected to become operational 
for the 2004/2005 harvest. The remaining secondary legislation required to support the 
WHR system must still be finalised, the credit guarantee system and oversight body (i.e. 
Inspection Agency) must be created, and system users (warehouse operators, traders, 
commercial banks and farmers) must be trained. Nevertheless the government is 
expediting the implementation of the WHR system and is launching the temporary 
certification of grain warehouses in the current year.  Furthermore, the Bank has received 
a grant of nearly USD 900,000 from USAID to finalise the implementation of the WHR 
program.  The Bank is currently in the process of selecting the consultants who will be 
responsible for finalising this work  
 
The Bank expects warehouse receipts to become fully operational for the 2004 harvest, 
and is currently actively screening potential transactions, which could assist in testing and 
utilisation of the new instrument, once created. 
 
Russia 
 
The Bank started working on the Russian warehouse receipt legislation, in co-operation 
with the Russian Ministry of Agriculture, already in 2000, where a warehouse receipt law 
was drafted.  Unfortunately the law has been stuck in the approval system ever since.   
 
Irrespective of the progress on the legislation, because of the importance of the Russian 
agricultural market, the Bank has decided to start co-operating with the Russian Grain 
Union.  The idea is for the Russian Grain Union to implement a ‘private’ WHR system 
based on several provisions within the Russian Civil Code.  The Bank, Denton Wilde 
Sapte13, and its consultant are actively participating in the working group established by 
the Russian Grain Union, and the Bank is in the process of seeking potential technical 
assistance donors for this effort.  The intention would be to create a fully fledged WHR 
system, which could be handed over to the Russian Ministry of Agriculture once the 
necessary legislation has been passed in a manner satisfactory to the Bank. 

 
13  Denton Wilde Sapte, is the Bank’s main legal services provider under the Agricultural Commodity 

Program.  In connection with the effort in Russia, Denton Wilde Sapte has offered to assist on the 
legal side on a pro-bono basis. 
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Croatia 
 
The Bank has reviewed a number of draft laws for warehouse receipts and the Croatian 
Ministry of Agriculture is actively working on the introduction of the legislation.  
However, the Bank has managed to start lending against agricultural commodities in 
Croatia using fiduciary transfer of property as a security instrument.  The main expected 
benefits from the introduction of warehouse receipts in Croatia will the licensing of 
warehouses and creation of an indemnity fund. 
 
Serbia 
 
The Bank has had initial discussions with the Serbian Ministry of Agriculture, regarding 
the implementation of the warehouse receipts law.  The Minister of Agriculture (with 
whom the Bank had established a good working relationship) resigned earlier in the year 
and the Bank is now actively seeking to re-establish its contacts with the Serbian 
officials. 
 
Moldova 
 
Following discussions between the Bank and Moldovan government representatives 
during the Bank’s AGM in 2003, the Bank visited Moldova and analysed the potential for 
warehouse receipts.  The Prime Minister of Moldova agreed with the Bank’s findings and 
the Moldovan Ministry of Agriculture has been given the task of preparing a draft of 
WHR law. 
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UNCTAD’s EXPERT MEETING ON FINANCING COMMODITY BASED TRADE AND 
DEVELOPMENT, GENEVA 15-17 NOVEMBER, 2004 

 
 
SUCCESSFUL MODELS IN IMPLEMENTATION OF WAREHOUSE RECEIPT SYSTEMS AND 
THEIR ROLE IN THE IMPROVEMENT OF ACCESS TO COMMODITY BASED FINANCING. 

THE INTERNATIONAL EXPERIENCE OF ACDI/VOCA 
 
BACKGROUND 
 
ACDI/VOCA is a 40 year old international private voluntary organization providing 
technical assistance in agriculture and private sector development to transitional and 
developing economies.    Through its work in agricultural markets, agricultural credit 
and banking and finance, ACDI/VOCA began developing a model for the implementation 
of grain warehouse receipts in Poland in 1995.  The model is loosely based on the system 
developed in the United States at the beginning of the 20th century, and modified to fit the 
legal and economic environment of the target country.  As an economic development tool, 
a functional warehouse receipt system can dramatically improve the agricultural system 
by resolving the collateral issue for agricultural producers enabling them to increase 
production and profit on sales, stimulate the financial sector by the introduction of new 
financial instruments and increasing the pool of qualified borrowers, and providing an 
appropriate role for government in the registration, inspection and licensing of public 
warehouses.   
 
Throughout the last decade one of the most important aspects of the market oriented 
development processes in CEE and NIS countries has been the introduction of new 
market infrastructures in the agricultural sector. The development of new enabling 
legislation and the transition to transparent and liberal markets was a focal point for the 
efforts of various international donor organizations as USAID, EBRD, The World Bank 
and others. One of the fundamental efforts was the introduction of WHR systems as an 
alternative solution for grain producers, processors and traders to access short-term 
financing for their operations, using grain as collateral.  ACDI/VOCA is now recognized 
as a leader in the design, development and implementation of a successful methodology 
for WHR programs tailored to reflect the country market conditions. This methodology 
focuses on the fundamental components of efficient systems for commodity based 
financing including legislation; registration, inspection and licensing of public 
warehouses; and development of the financial instruments for collateralized loans, 
insurance, and indemnity funds.    
 
A well-developed system of licensed public warehouse and the use of warehouse receipts 
for storage, marketing and pledging of grain provide the following advantages that 
contribute to the overall development of the grain industry: 
 
1. Provides a uniformed and well regulated system for the storage of grain. 
2. Provides protection for the grain depositors, insuring the quality and the quantity of 

the deposited grain. 
3. Introduces the use of warehouse receipts, which are official documents for ownership 

and can be used as collateral for short-term loans. 
 
The concept of a WHR system is based on the use of storage facilities licensed as public 
warehouses.  These warehouses receive the right to store grain of third parties and issue  
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warehouse receipts. A licensed warehouse bears the responsibility to maintain a high 
level of technical and financial performance. Licensing, based upon government 
regulation and inspection, creates confidence in the depositors that their grain will be 
stored with guaranteed quality and quantity, and available on demand.  Licensed public 
warehouses, to be successful should be situated in large production areas; important 
marketing centers or near import-export terminals. 
 
The financial institutions which accept warehouse receipts as collateral are assured of a 
higher level of liquidity of the pledged commodity and gain the right to claim this 
collateral before other creditors. The banks also have the advantage of a higher level of 
protection of the collateral enforced by both the good management practices of the 
licensed public warehouse and the supervision of the regulatory agency.  This enables the 
banks to reach a larger potential market of qualified buyers at reduced risk.   
 
A well operated warehouse receipt system is based on appropriate legislation that enables 
a regulatory agency to execute control of the key components of the system.  The 
existence of an uniform, clear, and secure licensing procedures generates trust and 
confidence in the system. The legal framework should be designed in such a way that 
provides clear definitions for the rights and responsibilities of all participants in the 
system: warehouse managers, depositors, and lenders alike. The legal framework 
includes proper management and storage conditions, assignment of liability, recognition 
of collateral, and the negotiability of the receipt.   
 
COUNTRY REVIEW 
 
A short review of the Central and Eastern Europe region shows that the implementation 
of the WHR system has been an important component of the development of overall 
grain marketing and storage infrastructure and demonstrates the regional and 
international importance of this effort. 
 
In Bulgaria the program started in 1998 with the complex task of drafting proper primary 
and secondary legislation, starting a government regulatory agency and creating 
awareness of the benefits of using the system among the grain producers, processors and 
bankers. The year 2000 harvest marked the first year of industry wide use of the system. 
Twenty-two licensed public warehouses offered grain depositors over 250 000 MT of 
licensed capacity. Currently the system is in full operation with 47 licensed public 
warehouses and over 500 000 MT licensed capacity. For the last five years of operation 
of the system, the financial institutions extended credit for over $70 million US. 
 
Hungary made very good progress with the development of the system . The law enacted 
in 1996 covers various commodities including wine, sugar, fertilizer and cigarettes.  The 
Hungarian Government’s pro-export agrarian policy supported the system mainly to help 
finance grain for exports. Storage subsidies along with exports support provides sufficient 
incentive for grain traders to use and  benefit from the system.  A large spectrum of banks 
(over 10) are involved in public warehousing system. In Hungary the WHR system offers 
storage in customs warehouses (for imports, re-exports, etc.) as well as on site 
warehouses when have to be leased  by a warehouse companies. 
 
The Warehouse Receipt law in Poland was enacted in 1998.  One of the main 
implementation problems was the existing of two different  legislative initiatives in the 
Parliament, which contradicted each other in several ways and never reached the proper 
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consensus.  There has not been enough political will to remove disruptive market 
interventions provided by The Agricultural Marketing Agency (ARR). A high 
intervention price has blocked further development of the system.  In addition, high 
interest rates of loans made borrowing against WHR unattractive for producers.  The 
current accession to the EU is switching the priorities and the functional necessity of 
WHR system to the overall policies within CAP. 
 
In the Slovak Republic, the law on warehouse receipts was adopted in April 1998. 
Currently WHR in Slovakia is strongly supported by the Government. However, 
Government interference through State Fund for Market Regulation (SFMR) prevents the 
proper functioning of the system.  SFMR provides subsidies; buys down the interest rate 
of loans provided against WHR; and guarantees purchase of those WHR, which were not 
marketed before maturity for a set price. The price is set high enough to disrupt the 
market. More importantly, SFMR provides cheap loans against WHR, which makes the 
system uncompetitive for commercial banks. There are several banks involved in the 
system but the major role is played by the Agricultural Bank who finances WHR 
according to agreement with the EBRD and SFMR. In such a tri-partite agreement the 
SFMR covers the exchange rate risk. There are 60 licensed warehouses in the country 
and the financing against WHR is $55 million an annual basis. 
 
Russia has initiated a project on warehouse receipt in the Samara region. In 2003 Russia 
made rapid progress in the development of legislation.  Primary legislation was approved 
by the Duma and now the industry is facing the challenge of developing all the 
components of the system and making them completely operational. Grain traders are 
primarily players in supporting the development of the system in Russia.  Real 
implementation will depend on many factors, such as donor’s support and efficiency of 
the national Task Force, but it is not expected that the system will be fully functional 
before 2005. 
 
In Romania the law on WHR was approved by the Parliament in June 2000.  In 2003 
there was a focused effort for the creation of the secondary legislation, dealing with 
licensing and regulatory issues and financial performance guarantees and the necessary 
components of the system. Currently under a World Bank project there is an 
implementation effort for the development of an Indemnity Fund. 
 
In 2001 EBRD together with USAID initiated a WHR program implementation in 
Kazakhstan. All primary and secondary legislation has been developed.  In 2002 the 
system started to operate with increased gain volumes. Several banks are now providing 
financing against WHR and the country has a functioning indemnity fund with public-
private management. Kazakhstan has a functioning indemnity fund and 15 warehouses 
are already members of the fund. EBRD has provided a credit line for the local 
commercial banks at the amount of $55 mill. In 2003 the total lending against WHR 
amounts to $20 mill. The most active banks are JSC Narodni Bank”, JSC”Bank Center 
Credit” and JSC “ Bank TuranAlem” 
 
Ukraine joined the countries with WHR systems in progress in 2002 with a very 
dynamic effort supported by EBRD and USAID. Currently the implementation of the 
system finalizes the structural components as regulatory agency and Indemnity Fund and 
the first receipts were issued for the harvest of 2004.  At the present moment there are 
over 60 licensed warehouses and a bank training program in place. ACDI/VOCA is 
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working also on the development of a central registry system for the warehouse receipts. 
We expect nationwide use of the system for the harvest of 2005. 
 
An analysis of the development potential in several other countries like Serbia and 
Montenegro, Moldova and Croatia, proves that the WHR implementation will continue 
to be of major interest for the donor organizations in the next three four years. 
 
IMPORTANT ASPECTS OF THE STRUCTURAL DEVELOPMENT OF 
COMMODITY BASED FINANCE THROUGH WHR 
 

A. LEGISLATION 
 
An appropriate legislative framework is the first step in the creation of a functioning 
WHR system. While proper legislation is equally important for all the participants in the 
system, the financial institutions have a special concern. The financial community must 
have a high level of confidence in the system before undertaking lending activities. The 
banks usually feel comfortable when they see strong legislation in place protecting the 
rights and interests of the depositors in the public warehouses when collateralizing their 
credits with warehouse receipts, a legal basis for the recognition and claim of collateral, 
and the negotiability of the instrument.    
 
ACDI/VOCA has participated in different approaches in the development of legislative 
frameworks. In some cases the legislators build upon existing laws but in most cases the 
effort starts with new legislation.  In some of the countries of our experience, like Poland 
and Ukraine, the legislation has been developed on a broader base including various 
commodities and different commercial practices.  In others ACDI/VOCA has provided 
assistance in the development of specialized WHR legislation (Hungary, Slovakia, 
Bulgaria and Kazakhstan).  For future development practices, we recommend specialized 
WHR legislation, focusing on the main commodities which will be used as collateral. We 
also recommend simple and clear primary legislation (Laws) and detailed and 
comprehensive secondary legislation (ordinances and regulations), which deal with the 
technical specifics of the system. 
 
The integrity of the system is guaranteed by well functioning mechanisms for control and 
oversight of the public warehouses. There are several development approaches that 
provide appropriate regulatory framework for the public warehouses. The most common 
and accepted system for control is the creation of a Government Agency which is 
responsible for the licensing, regulatory and inspection procedures of the public 
warehouses and creates one of the principal levels of security of the system. 
AACDI/VOCA experience in Bulgaria, Kazakhstan and Ukraine proves that focused 
efforts in creation of well structured and efficient government regulatory agencies 
contribute to the overall trust in the system among depositors, warehouse operators and 
financial institutions.  These agencies play an important role as sources of reliable 
information for the banks as they execute due diligence on the participating warehouses 
and obtain market information necessary for negotiation of the credit conditions.  In 
countries where there is no proper legal framework, but the financial institutions still see 
a good potential in commodity based financing, there are alternative approaches that can 
be put in place. We have observed working models that substitute the regulatory 
functions of the government agencies with utilization of private surveying companies.  
This approach has been used by financial institutions in countries where there is 
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insufficient political will for the creation of enabling legislation or when the marketing 
infrastructure is underdeveloped.   The experience of EBRD in Slovakia in the mid 
1990’s and several pilot efforts in Africa show that this approach provides a working 
solution. Nevertheless, from the development perspective, ACDI/VOCA recommends the 
more complex approach with creation of reliable government regulatory agencies.  In this 
way, the system is able to attract a larger number of participants in the system and protect 
the interests of all parties involved. The US regulatory legislation on a Federal and State 
level provides a good model that has been successfully used in several countries. 
Appropriate modifications of the US system, based on the market specifics and 
infrastructure in each country are necessary for the successful operation of WHR 
systems. 
 
The legal framework that regulates WHR system should also provide the appropriate 
correspondence with the Commercial Code and other primary legal acts which deal with 
protection of the interests of the lenders and borrowers. There should be a simple and 
clear method of resolution on issues like priority in line claims of the lender when 
commodity is pledged, protection of the warehouse receipts against fraud and the 
financial performance guarantees. 
 

B. FINANCIAL PERFORMANCE GUARANTEES 
 
The financial performance guarantees used in WHR systems have a very important dual 
effect and are one of the major structural components of the. They are targeted to satisfy 
potential losses of the depositors in licensed warehouses in cases of bankruptcy, theft or 
mishandling of the commodity and they play a significant role in the overall integrity of 
the system and are usually one of the main requirements which the banks have for their 
commodity based lending. The creation of such performance guarantees is one of the 
major development challenges that affect all countries of ACDI/VOCA operation. There 
are two major approaches in establishment of a system for financial performance 
guarantees – requirement for insurance bonds or letter of guarantees issued on behalf of 
the licensed public warehouses, or the creation of an indemnity fund. The decision as to 
which method to use is based on an analysis of the local market infrastructure, the 
evaluation of the risk, and the availability of financial and insurance services and 
products. The commodity markets in transitional economies have usually higher risk of 
financial performance of the warehousing facilities. This leads to lack of appropriate 
insurance products and higher cost of bank guarantees. In countries like Kazakhstan and 
Ukraine this problem has been resolved by the development of indemnity funds. In the 
case of Bulgaria the system is guaranteed by a combination of letters of bank guarantees 
and an indemnity fund. In all cases the establishment of an indemnity fund with proper 
financial and management structure requires serious resources and time. 
 

C. LENDING AGAINST WHR 
 
The establishment of functioning warehouse receipt systems is a substantial contribution 
to resolving the problem of access to agricultural credit because of lack of borrower 
collateral. As all the components of these systems fit together and start to operate, we 
observe an increasing level of confidence among the financial institutions towards this 
type of lending. The banks gradually start to increase the percentage of the commodity 
value they accept as collateral (starting levels at 55-65% and reaching 75-85%), decrease 
interest rates for qualified borrowers, and begin to compete for new clients. For the 
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agricultural producers, obtaining this type of credit becomes a convenient practice, with 
reduced paperwork and acquiring the financing in a timely manner.  In Bulgaria, with a 
WHR system in operation for the last five years, only two commercial banks provided 
credit against receipt in the first year and now there are nine banks competing in the 
market. Once the banks develop expertise WHR lending and implement good internal 
procedures, the lending mechanism becomes quite simple with comparatively low 
administrative costs. After the banks gain experience in lending short-term credit against 
receipts to producers, they tend towards more complex commodity trade financing for 
large warehouse operators and domestic and international traders. 
 
The overall experience with WHR systems in various CEE and NIS countries proves the 
efficiency of this commodity-based financing approach to attract credit to the agricultural 
sector. This type of improvement of the storage and marketing of grain infrastructure is 
very positive for transitional development of the country specific markets. ACDI/VOCA 
considers the WHR systems in individual countries as a solid precondition for future 
development of the commodity marketing and financing on a regional basis and opens a 
window of opportunity for implementation of integrated, marketing information systems, 
and harmonization of the trading standards and development of organized commodity 
exchanges. 
 
                                                                                               Krassimir Kiriakov 
                                                                                               Dennis De Santis      
 
 
October, 2004 
Washington, D.C. 
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Building a missing “Public Good” into 

agricultural commodity trade 
 

Jonathan Coulter, (Natural Resource Institute), NRI, Chatham, UK 
 

The Expert Consultation and the “Pre-Event” promise to be an exciting discussion of 
private-sector innovations in the field of commodity trade finance.  The briefing material 
shows we can look forward to novel combinations of collateral management, receivables 
financing, plastic cards, insurance products, information technology and exchange 
trading.  However, relatively little is said about the role of the public sector. 
 
We need to be aware of a very different discourse which still sees the State having a key 
coordinating role in the development of agricultural markets, including the financial 
aspects.  I quote a recent report by the UK House of Commons International 
Development Committee (IDC) which endorses Peter Hazell (of IFPRI) when he 
questions the Washington Consensus view that State’s role should be limited to creating 
an enabling environment.  According to this line of thinking, he says “the state should 
ensure that contracts are in force, that we have quality standards, food safety and things 
like that.  The private sector is supposed to take care of everything”.  He then makes his 
punch-line: 
 

“There is not a single country in this world that has developed its agriculture on 
that model.  Even this country (the UK) still has a great deal of government 
intervention in services for agriculture …”. 
 

The IDC goes on to claim that as a result of declining state involvement “most small 
farmers have access neither to basic services, nor to many markets or credit.  As a result, 
they cannot purchase adequate quantities of improved seeds and fertilisers – all needed to 
unlock agriculture’s potential.  The private sector simply has not filled the role previously 
played by the state.”      
 
Well, they certainly have a point - - -   If we set aside the paraphernalia of subsidies, 
northern governments still carry out many economically rational and socially valuable 
forms of market intervention, including levies to fund agricultural research and market 
development, stabilisation of commodity prices etc., so why should we press for these 
things to be done by the private sector in southern countries?   
 
Part of the answer to this question lies in the fact that southern countries have few 
resources to spend, and that these resources carry a high opportunity cost.  Money 
spent on supporting agriculture might be spent on drinking water, rural electrification or 
telecommunications.  Part of the answer also lies in weak governance, about which the 
IDC expresses great concern.  As many of the participants in the consultation will be 
quick to see, it is only worth spending on public goods if they can be properly managed.   
 
Governance issues pose a dilemma which we can illustrate through our experience in 
developing warehouse receipt systems in Africa.  As most of you know, warehouse 
receipts are a tool which can greatly ease access to trade finance and reduce system wide 
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transaction costs, to the benefit of producers and consumers alike.  They can do much to 
create a level playing field between larger and smaller players.    
 
Now let’s compare the availability of warehouse receipting in the USA and Africa:    
 
• In the American Mid-West, all grain storage elevators are licensed under Federal 

or State Warehouse and Inventory programs, and subjected to a rigorous system of 
regulatory oversight.  This allows them to issue warehouse receipts which enjoy the 
confidence of the banks.  The cost of licensing works out to less than $0.10 per tonne 
of grain passing through those sites.   

• In the African case, one can only obtain a warehouse receipting service from 
private collateral managers, which typically costs $2,000 or more per month per site, 
excluding warehouse rental, in/out handling, pest control and insurance.   

 
In Africa, the high cost of private services and scale factors constrain the development of 
warehouse receipting along US lines.  There are very few “public warehouses”, i.e. 
privately owned warehouses, like American elevators, which are open to deposits by the 
public in general – it is only the large traders and food processors who can afford to enter 
into a collateral management agreement.  Outside of South Africa, there is little 
warehouse receipting in rural areas, and none for locally or regionally traded crops. 
 
At the 1998 UNCTAD Partners for Development Conference, in Lyon, I suggested an 
approach that might overcome this problem, involving the creation of a “public good”, 
i.e.:  warehouse licensing agencies which would certify the suitability of local warehouse 
companies who could provide a much cheaper service than the international collateral 
mangers.  However these agencies would have to be genuinely autonomous, and 
therefore less susceptible to governance problems that bedevil many public goods.   
 
We are now seeing this become a reality.  At Geneva, my colleague Gideon Onumah will 
describe a pilot “regulated warehouse receipts initiative” in Zambia.  So far in the second 
year of operation four warehousing companies have been licensed, with a certified 
capacity of 85,000 tonnes of grain, and 54,900 tonnes have been taken into storage, and 
20,000 tonnes have financed by four banks including Standard Chartered, Barclays, Inter-
Market Discount and Stanbic.  Moreover, for the first time in Zambia’s history, 
smallholder farmers have become holders of warehouse receipts.  You can see Gideon’s 
presentation on this website. 
 
In Zambia, the licensing agency is a non-profit company directly accountable to farmers, 
traders, millers, bankers, insurers, government and a couple of development projects.  By 
licensing warehouses, and carrying out regular quality control, it is providing an 
important public good along the lines of the American programs mentioned above.  It 
eases access to finance, it enforces the use of standard grades (thereby reducing 
transaction costs and allowing trading by description instead of by sample), it allows 
small farmers to sell directly to millers and other buyers at the end of the chain, it allows 
them to develop a credit history with the banks, it creates a transparent system in which 
farmers cannot easily be cheated, etc..  It will facilitate the establishment of exchange 
trading – significant considering that all African exchanges except SAFEX have 
practically ceased trading. 
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While the regulated warehouse receipt system only provides certain of the necessary 
“public goods”, we now see it as a basic building block in a more general strategy to help 
African agriculture to turn around.  At the Expert Meeting, we shall talk about this at 
more length, and we would like to hear from other players (donors and practitioners) who 
wish to collaborate in this venture at a continental level – and indeed in other Continents.     
 
Jonathan Coulter  
(j.p.coulter@gre.ac.uk) 
Natural Resources Institute, Chatham, UK  
8 November 2004 
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Agri lending – a different approach 

 
 

2

Agenda

Current agri lending – characteristics and risks

De-risking - Integrating the supply chain

Creating new delivery channels

Policy changes 

Providing a total solution

Creation of a credit bureau

 
 119



3

Current agri-lending …

Branch centricBranch centric

Transaction based approachTransaction based approach

Lack of value addition to farmerLack of value addition to farmer

High level of manual interventionHigh level of manual intervention
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… has prohibitive costs…

High Transaction Costs

Low te
chnology

usa
ge

High ris
k ch

arg
e

Low profitability
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Diversion of 
Funds

Non Delivery
of Crop

Farmer Payment Risk

Price RiskPrice Risk Yield RiskYield Risk

Crop   Risk

Corporate Payment Risk
Liquidity 

Constraints
Liquidity 

Constraints

No Sale Trans.
by Farmer

No Sale Trans.
by Farmer

Risk 
Elements

… with varied risks
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While identifying the risks we realised that
integrating the value chain...

Intermediaries take 75% of MRP
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15%15% 10% 10% 25% 100%

High prices
Limited choices

High prices
Limited choices

25%

FarmerFarmer
Village
Commission 
Agent

Village
Commission 
Agent

District
Commission
Agent

District
Commission
Agent

WholesalerWholesaler Sub
Wholesaler
Sub

Wholesaler RetailerRetailer ConsumerConsumer

Non-transparent
pricing
Limited financial 
capability
Primitive grading &
pricing facilities

Non-transparent
pricing
Limited financial 
capability
Primitive grading &
pricing facilities

Opportunistic 
profiteering 
Wastage rampant
Quality & hygiene 
problems

Opportunistic 
profiteering 
Wastage rampant
Quality & hygiene 
problems
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…helps farmers to realize better 
income…

Integration of supply chain 
Pilot commenced for Himachal apples 
Maharashtra bananas to commence shortly

Roped in partners such as Concor and other 
private players
Will have ‘Proof of concept’ demonstration effect
Will precipitate infrastructural investments for 
cold chain development 
Reduction in wastage and better price 
realizations will directly impact the growers
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… as well as mitigate our risk

Day 1

Day 45 - 60

Sells Day Old Chick, Feed, Medicine

Credit Assistance

Sells Fully Grown Birds

Repays the loan with interest

Pays the Balance amount

Day 2 - 45 Provides veterinary support
Constant monitoring

Corporate 
Risk Sharing

Poultry Feed 
Co. 

Poultry Feed 
Co. 

Poultry Feed 
Co. 
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Hence we are evolving many corporate 
linkages

Kancore/VKLKancore/VKLKen AgritechKen AgritechKarnatakaKarnataka

Cotton 
Textile Co.Textile Co.AppachiAppachiTamil NaduTamil Nadu

Sugar 
Renuka SugarRenuka SugarCane Dept.Cane Dept.KarnatakaKarnataka

Marigold
AVT McCormikAVT McCormikTech teamTech teamKeralaKerala

Chillies
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An integrated approach to sectors

Farmer Trader Ginner Textile Mill

Farmer

Brought together seed cos., farmers, insurance 
cos., ginners and textile cos. on common platform
Improves cotton quality, reduces cost and ensures 
economies of scale at the village level 
Ministry of Textile replicating model in Guj/Punjab
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…securing transactions by trapping 
the cash flows… 

Dairy

Intermediary
ICICI Bank

Farmers

Sup
pli

es
 M

ilk

Supplies Milk

Money Flow
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…and taking commodity based exposures
to penetrate the retail space 

Farmer/
VLA

Farmer/
VLA

Warehouse/
Cold storage
Warehouse/
Cold storage

3. Lodge receipt

Commodity 
processor 

Commodity 
processor 

1. Deposits
products

2. Issue 
receipt BankBank

7. Offtake 
guarantee

M& C Agent M& C Agent 

4. Provide Credit

5. Reimbursement of 
the loan amount

6. Recovery
Commitment

Commodities: Chilli, wheat,cumin,aniseed, mustard, cotton, groundnut 
seeds, sunflower seeds
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Case Study :– Desai Cold Storage 

ICICI Bank acts as a catalyst for the integration of players 
in the value chain

ICICI Bank acts as a catalyst for the integration of players 
in the value chain

These initiatives have increased 
realisations by 30% 

These initiatives have increased 
realisations by 30% 

Desai
Banana (Middle East)

Mangoes (U.K)

Vegetables (U.K. / 
Mumbai)

Exports

- Grading/Packing

- Ripening

- Cold Storage

InfrastructureFarmer

Finance facility

 

 125



15
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We are leveraging the existing channels…

Bank 
Branches

Co-operatives MFI/NGOs
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The solution
Set up collection centers at appropriate locations in producing 
area

Set up 20-25 such collection centres of 300 tonne capacity 
Estimated Cost : Rs. 25.0 mn/unit (without storage infra)

Tie-up with a reliable, dedicated logistics and marketing partner(s)
Setting up of ripening chambers at terminal market destinations

1-2 ripening chambers with total capacity of 15,000 tonnes
Estimated Cost : Rs. 150.0-200.0 million

62,000 ha
30 Lakh Tons

…Cooperatives….

ICICI Bank’s role
Promoting corporate participation
Structured agri financing
Conceptualization and implementation of the model

RetailerRetailerWholesalerWholesalerComm. AgentComm. AgentCo-opCo-opFarmerFarmer
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…MFI/NGOs…

Delivering 
micro-credit
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…and creating new ones – Kiosks…
Connectivity: 
WLL Antenna

Multi Activity 
Kiosk:
•Banking 
•Insurance & 
investment 
•E-Governance and 
transaction 
services
•Communications
•Entertainment
•Smart Card 
enabled

STD/PCO: 
•Enabling voice 
communication
•Co-ordination with 
traders and local 
partners

Printer and 
Copier: Enabling 

job work  

VBUVBU

Kiosk Operator:
•Entrepreneur
•Provides services

•Banking
•E-Governance
•Information and 
Communication

•Retails financial products
• Manages cash through 
other local bank branches
•Earning based on 
transactions and business 
volumes 
•Tie-ups with local service 
providers

•Fertiliser/Seed Dealers
•Output agencies
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…using technology for financial 
services intermediation…

Drishtee Kiosk

Chirag Kiosk

Low cost ATM
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…thus bridging the digital divide by 
using technology in the rural areas

First rural ATM has been commissioned in EID 
Parry sugar factory command area 

6500 farmer accounts

First remote account banking experiment to serve 
farmers
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Migrating KCC to an automated 
application… 

Traditional passbooks 

currently used by 
banks

Traditional passbooks 

currently used by 
banks

ATM/Debit Card –

payment card method

ATM/Debit Card –

payment card method

e-Purse –

Smart Card

e-Purse –

Smart Card
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New banking modes –
Teba Bank style

Point of Sale

Loan transaction

Withdraw cash

Deposit cash

Funds transfer

Balance enquiry

Designated agency

Transaction 

request

Printed receipt 

of transaction

Debit/Credit of agency account

Compensation to agency based on 
volume of transactions

Managing 
transactions

Bank

 

24

Electronic growers loan card

Input 
disbursement 
to farmers

Loan limit 
activated by 
ICICI bank

Sale proceeds 
remitted to 

farmer 
after netting 

off loan

Automation through 
Card Based System

Automation through 
Card Based System

Farmer 
registration with
Tobacco board

Tobacco
harvest

auctioned 
by farmer
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In India rural growth significantly lags behind 
urban growth

Comparable levels of growth in urban as well as 
rural per capita  income as a resultant of strong 
agricultural growth contributed to 
industrialization in Republic of Korea,Taipei and 
China

A change in the agri space…
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…necessitates certain policy changes…

Agri produce

APMC

Buyers

Direct procurement of 
agricultural produce from 
farmers by amending 
“APMC act” in MP, UP and 
Punjab
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Amendments to be made

Land Ceiling Act:  to permit large land holding by 
corporates for contract farming 

Cooperatives Act: to permit cooperative banks to 
transact with all entities

Warehousing Act: to permit CWC and SWC to 
source funds from all scheduled banks
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Facilitating productivity improvement 
programs…               

Agri WatchAgri Watch

NDDB

ICICI BANK LTD

ICRISATICRISAT

Extension Exte
ns

ion

NGOs & Farmers
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…insuring the farmers from the 
vagaries of monsoons…
Weather index insurance

Loss adjustment (claims settlement) is based on a 
Weather index

Measured at a weather station
Including a specific period and payouts triggered by weather 
event such as a drought or flood

Extensively used in Canada, Netherlands, Uganda etc
Traditional crop insurance 

Prohibitive costs
Not viable as commercial insurance for insurance companies 
(GIC reports loss ratios of 250%-500%)

Payment delays
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Ground water 
availability and
soil testing for 
feasibility of 

crop 
cultivation

Ground water 
availability and
soil testing for 
feasibility of 

crop 
cultivation

Tie-up with
Sugarcane
Research 
Stations &
Sugar experts

Tie-up with
Sugarcane
Research 
Stations &
Sugar experts

Crop 
monitoring 
& harvest

Crop 
monitoring 
& harvest

Sugarcane
Productivity 
Improvement 
Program 

Sugarcane
Productivity 
Improvement 
Program 

Creation of 
irrigation 
infra-structure 
to tap ground 
water
resources

Creation of 
irrigation 
infra-structure 
to tap ground 
water
resources

…thus providing a total solution

Term Loans Crop Loans

Crop Advise

Corporate Routed 
Farmer Finance
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Information asymmetry in the rural  
space…

Lack of credit history of farmers results in lack of 
incentive to prompt repayment

Lack of credit history of farmers results in lack of 
incentive to prompt repayment
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…necessitates creation of a credit 
bureau…

National Credit 
Bureau

BanksBanks

BanksBanks
BanksBanks

BanksBanks

BanksBanks

C
R
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T
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R
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D
I
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A
C
K
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N
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D
E
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D
E
L
I
V
E
R
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Credit history 
shared between 

the banks 

Prompt customers 
reap the benefit

Farmers
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…because we believe Unique customer ID
is the way of the future

Unique 
Customer ID

Unique 
Customer ID

Credit History 
Data on 

CIBIL Pattern

Credit History 
Data on 

CIBIL Pattern

Prudent LendingPrudent Lending

Common info pool
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EXECUTIVE SUMMARY 
 
While the increasing role of private marketing and processing companies in the provision 
of agricultural credit in Africa has been recognised, very little accurate information on 
these operations is currently available. In order to gain a better understanding of the new 
financial and commercial relationships established between smallholders and market 
intermediaries, and in so doing develop a better of the functioning of rural finance 
markets in their entirety, the current Review focuses on examining the agricultural credit 
operations of marketing and processing companies in Kenya, Zambia and Mozambique. 
It assesses their mode of operations; the terms of the credit provided and related 
commodity prices offered; the characteristics of the provider companies and their 
clientele; the credit volumes, outreach and recovery performance; the current role of 
donors and NGOs; and other key aspects of the operations. The aim is to provide 
information that would be useful in developing both appropriate rural finance 
interventions involving not only financial institutions but also private non-financial 
providers of rural credit, and more broad-ranging, yet focused, interventions for improved 
market linkages. 
 
The Review shows that credit provided by agri-marketing companies is an important 
source of funding for small-scale producers in all the three surveyed countries. In 
Mozambique, these arrangements are in practice the only source of input credit for 
smallholders. This is largely true for Zambia too. Even in Kenya, where rural financial 
services are better developed, the importance of credit from marketing companies has 
increased – particularly as many large cooperative unions, earlier major input providers, 
have collapsed. The survey also confirms that the advantages, disadvantages and 
problems arising from contract farming vary significantly according to the physical, 
social and market environment and therefore, the benefits for both the company and the 
farmer should be assessed case by case and sector by sector. 
 
The financial services provided by market intermediaries are often grouped into three 
general categories: 
 

(a) Credit by input suppliers and traders to increase their input sales; 
(b) Crop buying advances to their agents by marketing companies; and  
(c) Input credit to smallholder producers under contract farming/outgrower schemes 

with interlocking arrangements. 
 
Of relevance to this Review, with its focus on credit to smallholder producers, are the 
first and the third options. It was found that the first option, in which a trader sells 
agricultural inputs on credit to farmers without linking it to the procurement of the crop, 
is not at all common in East and Southern Africa. 
 
Interviews conducted clearly confirmed that this kind of input sales take place strictly on 
a cash basis. The finding was consistent for all the crops and geographical areas 
reviewed. 
 
It is the third option, input credit provided by companies with interlocking arrangements 
to buy the smallholders’ crops under farming contracts, that is dominant in all the 
reviewed countries. In contract farming, a processor or a marketing company issues the 
inputs to farmers on credit in order to help secure produce of sufficient quantity and 



 139

quality. The credit enables the farmer to acquire the required inputs to which he/she 
would not otherwise have access. 
 
In Kenya, with its better-developed and diversified agricultural sector, contract farming 
and the related company input delivery is more widely practised than in Zambia and 
Mozambique. While the relatively strong rural finance sector provides various types of 
services to the rural population, financing of inputs by processing and marketing 
companies is critical for the production of many high value and export crops. The largest 
company-financed smallholder credit operation in Kenya is in the tea sector, the 
country’s leading agricultural export crop. Kenya Tea Development Agency Ltd, a 
private company, operates a fertiliser credit scheme that provides all the fertiliser the 406 
000 smallholders in the sector annually require to cultivate high-quality tea. The annual 
total credit disbursements to farmers currently amount to USD 15.5 million. The 
importance of this well-functioning fertiliser credit scheme is crucial both to the quality 
and quantity of production and to the incomes of tea producing households. Yet also in 
the fast growing horticultural sector, in the sugar industry with some 200 000 outgrowers, 
and in the tobacco sub-sector, company credit is crucial for contracted smallholders’ 
farming operations, and high credit disbursement volumes are commonly reached. 
 
In Zambia, the diversity and volumes of input credit operations by marketing firms are 
much more limited than in Kenya. These are, however, very important operations for the 
smallholders who, apart from a poorly performing government fertiliser scheme with a 
limited outreach, have in practice no other access to agricultural production credit. By far 
the largest company credit schemes in Zambia operate in the cotton sub-sector. The total 
annual seasonal credit disbursements by the cotton companies are estimated to approach 
USD 10 million and cover some 150 000 smallholders. Outside the cotton sector, 
company-financed input credit schemes have a much smaller outreach. They operate 
through contract farming schemes mainly for paprika, tobacco, vegetables and maize 
production. In Mozambique, both the contracting of smallholders and the provision of 
company input credit are principally associated with cotton and tobacco companies 
operating on government-allocated concessions. In the 2002–03 season, some 270 000 
smallholders worked on cotton concessions and received an estimated total of USD 2 
million of company-financed input credit. In tobacco, some 100 000 smallholder are 
estimated to receive company credit to a total annual value of USD 2.5-5.0 million. 
Outside the cotton and tobacco concessions, experiments with contract farming and 
company credit delivery have been of a very limited scale only. 
 
The assessment of the performance of company credit schemes under interlocked 
arrangements has to follow somewhat different principles than is the case in standard 
financial sector operations. Thus a scheme can be profitable for a marketing company 
even with high transaction costs and a relatively high default rate, if it secures an 
adequate supply of quality produce. The Review shows that the repayment performance 
varies significantly between the schemes. However, unlike in standard banking 
operations, a relatively low recovery rate does not necessarily mean that the company 
input credit operation has failed. In all the reviewed operations, the target of the 
companies is to buy produce, not to make money of the input credit delivery. The credit 
amounts also tend to represent only a small share of the value of the crops produced with 
the inputs. Therefore, if the produce buying targets of the company can be reached, 
reasonable credit losses are acceptable. 
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In the reviewed African context, a number of factors threaten the viability of the contract 
farming schemes that involve input credit provision to smallholders. 
 
The biggest problems to scheme sustainability emerge when the company fails to procure 
the expected volumes and qualities of crops from the contracted smallholders. The first 
issue here concerns the quality of the produce. In a number of the reviewed cases, despite 
the inputs provided, smallholder producers had difficulties in meeting the quality 
standards required for export production. The second and even more important issue is 
the case of side-selling and side-buying. In the newly liberalised markets, the contracting 
companies find it often difficult to buy the crops from their own contracted farmers. 
 
Opportunistic competitors in all the three countries buy actively and systematically from 
farmers contracted by other companies, and often find willing sellers within the 
smallholder community. Another related threat to the sustainability of contract farming 
and input credit schemes is linked to the problems of law enforcement in contract farming 
in East and Southern Africa and the obvious lack of an appropriate code of conduct 
among both the companies and farmers in all the reviewed countries. 
 
Concerning the terms and impact of the company credit, the overall conclusion of the 
Review is that in general, there is little evidence that smallholder farming contracts and 
the related input credit operations are of an exploitative nature. 
 
Most of the operations have a potential to benefit both the company and the farmer. An 
exception in this general picture are the Mozambican cotton companies working on 
monopoly concessions, as the prices of seed cotton offered on these schemes are low in 
regional comparison and the interest rates charged on smallholder advances are clearly 
higher than is typical for operations of this type. Thus, despite operating with lower risks 
and, formally at least, no competition within their concessions, these companies do not 
seem to pass the benefits of their favourable market position to the smallholders. 
 
Forming partnerships with private sector companies providing input credit presents an 
interesting challenge for a donor such as IFAD, whose operational strategy in East and 
Southern Africa includes a focus on supporting the intensification of smallholder 
production through improved technologies, the sustainable development of rural finance 
markets, and the establishment and expansion of agricultural produce markets. When 
well implemented, credit-based interlocking arrangements with marketing and processing 
companies can in many cases provide solutions to all of these three inter-linked areas, 
even in the often-difficult operational environments in the region. They can serve as an 
important element in improving the chances of smallholders to participate in the 
production of high value crops. In a number of countries, they provide a unique link 
between the small-scale farmers and the international markets. 
 
However, in some countries, IFAD may face government resistance to an approach which 
proposes working directly with private marketing and processing companies. Most IFAD 
financing is in the form of loans to the governments, and there may be reluctance to 
channel these funds on to private sector partners that could use them to improve their 
profits and market position, even if the process would at the same time benefit the 
smallholders involved in the operation. It is, however, relevant to point out that in the 
increasingly liberalized markets in Africa, there is very little public sector field presence 
left in the agricultural input or output markets or in the rural sector in general. Thus, to 
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intensify smallholder farming and to increase household incomes, new approaches and 
partnerships need to be considered and tested, with such partners that have the ability to 
perform in the roles of the input and credit provider and the produce buyer. In many 
cases, this will in the future mean working with the private processing and marketing 
companies. This calls for both IFAD and the governments to use creative approaches in 
the programme designs, with adequate room for private sector participation in the 
implementation process. 
 
There is evidence that where opportunities for profit making exist, private sector 
companies have often been able to innovate to overcome the failures in the markets, 
including those of inputs and credit. This process can be encouraged by IFAD and other 
donors that have an interest in the development of rural finance, agricultural input and 
produce market operations in the region. In Chapter V of the report, various types of 
interventions are proposed, through which IFAD could support the attempts to increase 
the outreach and improve the performance of company-credit based agricultural schemes 
in East and Southern Africa. 



 
 

THE FINANCING OF SMALL AND MEDIUM SIZED FARMERS THROUGH THE CAPITAL 
MARKET 

By 
Mr. Gustavo Bernal Villegas 
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The National Agribusiness Stock Exchange (hereinafter, the “BNA”) was created in 1979 with the purpose 
of organizing and maintaining the operation of a public market for agricultural products, goods and services 
without their physical presence or the presence of representative documents related to agricultural and 
livestock sub-products.  
 
 
WHAT IS THE BNA? 
 

• It is a regulated scenario for the modern commercialization of agricultural, livestock and 
agribusiness products, whose purpose is to integrate the productive chains and facilitate 
access to loans. 

  
• A capital market that offers investors different options for placing their resources, as well 

as offering producer and agribusiness alternate tools in order to obtain liquidity that will 
allow them to carry out their productive and commercialization activities.  

 
 

CAPITAL MARKET 
 
FORWARD CONTRACT ASSIGNMENT 
ASSIGNMENT OF RIGHTS IN SUGAR CANE SUPPLY CONTRACTS 
PLAN FOR COFFEE SECURITIZATION 
PLAN FOR COOPERATIVES 
COMMODITY DEPOSIT CERTIFICATE REPOS 
POULTRY FIXED TERM CONTRACTS 
FIXED TERM CONTRACTS 
AGRIBUSINESS SECURITIZATION 
 
 

HOW DOES THE BNA OPERATE? 

 
The Constituents (Producers, Industrialists, Wholesalers or Retailers, Associations, State Owned 
Companies, Private Companies, Trade Unions, Natural Persons or other Legal Entities), who wish to buy or 
sell products, obtain financing, or invest, must hire a Broker’s Firm of the BNA, by means of a mandate 
(purchase order or sales order) in order to carry out the operation in a Trade Fair. 
 

 
 
THE BNA CLEARING HOUSE. 
 
The BNA Clearing House has the objective of ensuring and guaranteeing the compliance of obligations 
derived from open market operations that are conducted through the BNA, clear and liquidate them, as well 
as to manage the resources that are necessary for guaranteeing their liquidity. 
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FUNCTIONS OF THE CLEARING HOUSE 
 
Evaluate Risk:  
 
• Evaluate the risk by type of operations to be conducted in the Commodities Exchange 

Market. 
• Define the general warranties for each type of operation. 
• Evaluate the risks that are inherent to each operation that is to be registered, risk 

mitigation mechanisms and authorize them so they can be registered in the Stock Exchange. 
 
Act as Counterpart 
 
The Clearing House must assume the risk intrinsic to the counterpart for open market operations, 
assuming the position of the noncompliant party, be responsible for their obligations through the 
liquidation of the warranties that were constituted. 
 
Manage Warranties 
 
Evaluate, custody and liquidate warranties that are constituted in case of non-compliance. 
 
 

BNA CLEARING HOUSE ACTIONS TOWARDS NONCOMPLIANCE 
 
 
Sales Operations 
 
NON DELIVERY: BNA Clearing House buys the product, delivers it to the initial buyer under the 
same circumstances agreed upon initially, and makes use of the warranties. 
 
NON RECEIPT: BNA Clearing House sells the product, pays it to the seller at the price agreed 
upon and makes use of the warranties. 
 
 

Financial Operations 
 
Pays the investor capital plus interest generated and exercises the warranties. 
 
 
WARRANTY SYSTEM 
 
 
In order to comply with its objective, the BNA Clearing House has designed an ingenious warranty system, 
not using cash, as the rest of the Clearing Houses in the world operate, but on the contrary, according to the 
different types of operations as follows: basic warranty, margin/spread warranty, loan warranty and the 
Warranty Fund. 
 
In order to provide security for the negotiations, BNA Clearing House requires a basic warranty, 
which is a type of security or pledge and with which the negotiation seriousness is demonstrated 
by those who intervene in it. This warranty is a percentage of the negotiation amount, which is set 
taking into account price variations (up or down) for the product being negotiated at a precise 
time. 
 
The following basic warranties are accepted: cash, cashiers checks, discounted securities at 
market prices and endorsed in favor of the Clearing House, as well as surety bonds.  
 
When payment exists prior to delivery, when there is product delivery in advance and, in general, 
when there exists a financing operation on behalf of the investors, a loan is being granted. This is 
why it is necessary to cover the possibility of non-compliance, a risk that the Clearing House 
protects itself from by requiring a loan warranty in the sum of 100% of the amount of the granted 
loan.  
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The following Loan Warranties are accepted: bankers acceptances, letters of credit, bank 
guarantees or discounted securities at market prices and endorsed in favor of the Clearing 
House, as well as surety bonds.  
 
Finally, we constituted a Warranty Fund with an initial capital of USD $350,000 that is incremented with 
10% of the gross revenues, whose objective is to exclusively ensure operation performance registered in the 
Clearing House, when, due to non-foreseeable and extraordinary situations, the business’ warranties 
constituted by the broker are not enough to support negotiation performance, just as was registered in the 
Clearing House.  
 
 
NEW FINANCING TOOLS 
 
The BNA, towards creating a range of tools that allow the financing of agricultural and livestock 
sectors, transferring surplus resources from the capital market to these sectors, has designed a 
business plan in sync with the productive cycles of each agricultural or livestock sub-products 
being dealt with. 
  
For the bovine and poultry sectors, the following types of businesses have been structured:  
 
COMMODITY DEPOSIT CERTIFICATE REPOS 
 
It refers to the immediate fixed term sale and repurchase of Commodity Deposit Certificates. It 
allows the stored product owner to have access to immediate funds in order to improve his/her 
liquidity, by selling the Commodity Deposit Certificates, with the commitment of repurchasing 
them in a period of time no greater than 180 days. 
 
 
COMMODITY DEPOSIT CERTIFICATES 
 
The Commodity Deposit Certificate, is a nominative security issued by a Public Warehouse, 
overseen by the banking supervisor, which represents a product in its (the Public Warehouse) own 
warehouses or in warehouses leased by it. This document implies total responsibility of the Public 
Warehouse for the commodities that are deposited there, reason why this document must 
expressly state the product, quantity, quality and price of the commodities, and the percentage of 
amount decrease allowed. In addition, it must include a statement that the product is insured 
against fire and lightning and against ill-intentioned acts on behalf of third parties, as well as 
written proof that there is no seizure on such commodity, among others. 
 
 
WARRANTIES 
 
The Commodity Deposit Certificate, as such, is constituted as a security or warranty in order to 
cover the risk of payment non-compliance. 
  
In this sense, with the support of the BNA Price Committee, the BNA certifies the prices of those 
products over which these types of operations are carried out and, in order to conduct a 
negotiation, take the lesser price between the one stated in the security and the one certified by 
the Stock Exchange, and applies a 30% discount. 
 
Finally, the Stock Exchange daily certifies the products prices over which REPO operations are 
carried out, and in the case that prices were to drastically fall, a warranty adjustment is made in 
favor of the Commodity Deposit Certificate initial seller. If the warranty adjustment is not complied 
with, the BNA Clearing House liquidates the product and gives the investor the option of 
liquidating in advance, by which it recognizes a compensation, or maintains the initial terms of the 
negotiation.  
 
ANIMALS IN CONFINEMENT REPOS 
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The Commodity Deposit Certificate may be representative of egg-laying hens. In this case, the 
BNA Clearing House may authorize the offer of Commodity Deposit Certificates provided that the 
following conditions are complied with: 
 

The Commodity Deposit Certificate must comply with the following requirements:  
 

 Specify if the hens lay eggs or are reproductive hens.  
 Specify the race and color of the hens. 
 Specify the age of the hens in terms of weeks. The hens must be between 20 

and 70 weeks old.  
 Specify the sheds where the hens are being kept.  

 
In addition, the Public Warehouse must certify that the lot of live poultry does not present 
any of the following characteristics: 
 

 Curled-up feathers. 
 Inflammation of the head and eyes. 
 Secretions from the nose and eyes. 
 Tumors under the tongue. Chin edemas. 
 A lack of vigor and response to stimuli. 
 Coughing and sneezing. 
 Diarrhea and the accumulation of feces in the stomach. 
 Skin lesions. 
 Wounds that are suppurating. 
 Cold and dehydrated thighs. 
 Emaciated appearance. 
 Nervous symptoms. 
 Bruises in more than one third of the body. 
 Thickened bones. 

 
Likewise, the certification must indicate the mortality rate agreed upon between the 
depositor and the Public Warehouse, clarifying that this does not apply for poultry that is 
securitized. 

 
In this sense, the BNA Clearing House may authorize the offering of the security with the 
following conditions: 

 
 A sale price equal to 70% of the price, certified by the BNA Department of 

Operations, for hens that are to be slaughtered. 
 The maximum term for these types of negotiations will be fifty (50) weeks (350 

days). 
 
 
FIXED TERM CONTRACTS 
 
The objective of this type of contract is to allow the access to work capital, employing animals that 
are in the process of fattening as a source of payment. It permits producers (poultry raisers, cattle 
raisers and pig raisers) to obtain work capital in time periods that extend from 90 up to 300 days, 
and it allows investors alternatives to place their resources with attractive return rates.  
 
DOCUMENTS THAT ARE REQUIRED 
 
CAT, CPT. 
 

• Mandate sale according to the BNA Clearing House regulation. 
• Chamber of Commerce certificates.  
• Surety bond. 
• Surety bond at delivery. 
• Authorization for removing the product.  
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CGT  
  

In addition to the previous documents: 
• An insurance policy against theft and terrorism. 
• A certification from the operator. 

 
 

POULTRY FIXED TERM CONTRACT (CAT) 
 
An operation by means of which poultry raisers can obtain work capital, using poultry in the 
process of being fattened as guarantee, from investors through the BNA scenario. 
 

Amount of the contract:  Contracts for 20,000 one-day old chicks + the service of caring and 

fattening, valued at prices certified by the BNA Technical Group. 

  

Amount of the advanced payment to the poultry raiser: 80 % of the contract amount. 
 
Net advanced payment:  The amount of the advanced payment less advanced interest, 

registration in the BNA, registration in the BNA Clearing House, 
the Broker’s commission. 

 
Term: 90 days 

 
 

LIVESTOCK FIXED TERM CONTRACTS (CGT) 

 
An operation by which cattle raisers can obtain work capital, using 24-36 month old steer as 
guarantee, from investors through the BNA scenario. 
 

Amount of the contract:  Contracts for 5,000 kilogram live cattle + the service of caring and 

fattening, valued at prices certified by the BNA Technical Group. 

  

Amount of the advanced payment for the Cattle Raiser:  80 % of the contract amount. 
 
Net advanced payment:  The amount of the advanced payment less advanced interest, 

registration in the BNA, registration in the BNA Clearing House, 
the Broker’s commission. 

 
Term: 120, 150, 210, or 300 days. 

 

 

PIG FIXED TERM CONTRACTS (CPT) 

 
An operation by which pig raisers can obtain work capital, using pigs in the process of fattening 
as guarantee, from investors through the BNA scenario. 
 

Amount of the contract:  Contracts for 100 pigs between 20 and 22 kgs + the service of caring 

and fattening, valued at prices certified by the BNA Technical Group. 

  

Amount of the advanced payment to the pig raiser: 80 % of the contract amount. 
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Net advanced payment:  The amount of the advanced payment less advanced interest, 
registration in the BNA, registration in the BNA Clearing House, 
the Broker’s commission. 

 
Term: 135 days 

 
 
 
 
 
 
 
 
 
NEW SECURITIZATION PLAN FOR LIVESTOCK (24-36 MONTH OLD STEERS) 
 
This is a financing operation for the livestock sector at a much greater term, which involves the 
mobilization of a greater number of heads of cattle and the transfer of ownership to a fiduciary 
(trust) agent. 
 
The tool entails the financing of different cycles within the cattle raising business, such as post-
weening, final feeding, breeding and milk production. 
 
For each cycle in sync with the structure of a security that is circulatory in nature, one obtains 
resources that are to be transferred to cattle raisers as work capital. 
 
According to a study conducted by the BNA for the cattle-raising sector, it was concluded that: 
 
1. The cattle rasing business is comprised of three stages: 
 

• Breeding. 
• Post Weening. 
• Final Feeding 

 
2. According to a statistical analysis, cattle farms contain three categories of animals: 
 

• Head: Corresponds to the most advanced animals of the lot (the most fully grown) 
• Body: Corresponds to the majority of the lot  
• Tail: Corresponds to the most underdeveloped animals of the lot  

 
3. As far as climate is concerned, it was concluded that high lands where moderate and cold 

climate prevails, are more apt for milk production, unlike lower and warmer areas where 
business is focused on meat and milk production in double purpose farms. 

 
4. As far as the cattle production cycle is concerned, one can observe two phases. One is 

retaining females and the other one is selling them. In the retaining phase, in the face of high 
expectations regarding prices, cattle raisers retain females with the purpose of having a greater 
number of young (stock) the following period and, at the same time, reducing the quantity of 
total slaughters and increasing the price as expected. In the sales phase, cattle raisers proceed 
to slaughtering accumulated inventory in excess during the retention stage, which drags prices 
down, thus making business for breeders less profitable, who prefer to pacify females rather 
than maintaining them as reproducers. This way, prices are pressured downwards even more 
and they maintain this tendency until the cycle reverts itself due to inventory exhaustion. 

 
5. The prices of cattle depend strongly on the cattle production cycle, which causes them to 

maintain a seasonal tendency. 
 
 
 
 



 
 
 
 
 
 
 
 
 
 
CATTLE LIFE CYCLE 
 

Weight behavior of an animal in the final-feeding stage
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CLASSIFICATION OF FARMS BY ENTRY WEIGHT (PESO DE ENTRADA) 
 
 
 EVOLUTION OF WEIGHT FOR 24-36 MONTH-OLD STEERS 
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CASH FLOW PROJECTIONS 
 
Cash flow depends on the behavior of two variables: cattle weight and price. 
 
Price Prediction: In order to predict cattle prices, a statistical model was built which was based 
on autoregression exponential models (ARMAX) and on projections employing price tendencies 
reported by the cattle fair in Medellín. 



 
Weight prediction: In order to predict weight, a biological model was developed, which 
contemplates the following variables:  
 

• Climate 
• Cattle location 
• # of animal heads per hectare 
• Pasture coverage 
• Time of the year when the final feeding process begins. 

 
 
FINAL FEEDING LIVESTOCK SECURITIZATION 

 
Final-feeding livestock securitization consists in issuing credit-content securities against an Autonomous 
Patrimony, comprised by 1-2 year old steers and pastures where cattle graze, with the commitment of 
fattening them on behalf of the cattle raisers. 
  
The cattle raisers involved in the final-feeding process transfer ownership of goods, this is to say, steer and 
pastures, by means of signing a Commercial Trust Agreement. Once the Autonomous Patrimony has been 
constituted, securities are issued so they can be placed among investors. The resources that are raised are 
given to the originators, once transaction costs have been discounted. Cattle raisers fatten animals during 18 
months and at the end of this period, the steer are commercialized with the purpose of honoring 
commitments that were acquired. The profit that results from this goes to the cattle raisers. 
 
 
 
 
BASIC OPERATION PLAN 
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SECURITIES DESCRIPTION 
 
 149



 150

Type of Securities: 
 
A Series: Credit content (Capital + Interest) 
B Series: Participation on the minimum return obtained by the least productive cattle grower. 
 
Interest: Fixed Rate 
  
Term: 18 months for final-feeding livestock and 24 months for post-weening livestock. 
  
Amortization system: One sole payment when capital and interest is due. 
 
Prepayments: Two European Prepayment options (Call) (exercisable at the term of each option) 
that are determined at the moment it is issued in its characteristics regarding its exercise, amount 
and term (discreet). 
 
Financing Structure Payment Preference: 
 
Payments received for cattle sales are distributed according to the following order: 
 

1. Cattle commercialization expenses. 
2. Taxes. 
3. Accounts payable for TIG Autonomous Patrimony with the intervening parties. 
4. Other issuing, placing and maintenance expenses that are pending as of the date in 

which funds are received from the sale of cattle. 
5. Pending payments with A series securities (Premiums + Interest + Capital) 
6. The return of B series securities (In the case this were negative, it will be subtracted from 

the payable capital for the B series securities) 
7. B series securities capital. 
8. Compensation for success in the managing of securitized livestock, paid to the cattle 

raisers managers. 
 
Return for the Cattle Raiser 
 
The cattle raisers who manage securitized livestock receive their profit from two sources: 
 
Accesory security returns: They consist in a participation that all cattle raisers will have. As a 
coverage mechanism, returns will be equal to the profitability obtained by the least productive 
cattle raiser during the final-feeding process 
 
Efficiency Bonuses: Cattle raisers with productivity greater than the minimum will be paid 
bonuses that compensate their labor.  
 
Price and weight risk 
 
The following mechanisms are used to cover price and weight risks for the Autonomous 
Patrimony: 
 
Weight Coverage 
 
By means of incorporating additional livestock and pastures that are to be consumed in the final-
feeding process, it seeks to cover the accident rate generated by the possibility that a proportion 
of livestock will not achieve the appropriate weight for slaughter. 
 
Price Coverage 
 
Comprised by a proportion of the issue to be withheld for cattle raisers at the moment of 
placement, which will be attended by the residual cash flows generated by the sale of livestock 
ready for slaughter, prior attention of the principal series. 
 
 
OPERATIVE NOVELTIES 



 
Technical Secretariat 
 
As a support of the livestock securitization mechanism, we have outlined an ad-hoc structure that 
allows a continuous follow-up of securitized livestock, with which information management is 
centralized and the parameters for data collection and use are defined, with the purpose of 
allowing the different agents involved to count on pertinent and useful information that will permit 
them to make efficient decisions towards the continuous improvement of the business. 
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