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SESSION 1 LEARNING OBJECTIVES 

 Understand the importance of 
finance to agricultural growth 

 Cite how EBA Finance data supports 
the Global Food Security Strategy 
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Presenter
Presentation Notes
In this session, we will learn the importance of finance to agricultural growth, and how EBA Finance Indicator data supports the Global Food Security Strategy.



 

 

   FINANCE ESSENTIAL TO AGRICULTURAL DEVELOPMENT 
AND POVERTY REDUCTION 

Farmers’ financing needs: 
• Working capital loans 
• Seasonal loans 
• Medium- to long-term 

credit  
• Payment services 

To finance 

Farm Process: 
• Production 
• Harvest 
• Storage  
• Transport 
• Marketing 

Resulting in 

Results: 

• Increases of total 

• Reduction in rura 
poverty 

per capita output 

Presenter
Presentation Notes
Finance is often referred to as the lifeblood of business; this is also true for small agribusinesses.  Farms and firms alike require finance to procure inputs, like improved seeds and fertilizer, provide working capital for production, harvest, storage, transport and marketing. In some cases, farmers need longer-term financing for capital improvements, for new machinery or property improvements to expand operations. In addition to loans, farmers need access to payment services. Improved access to rural credit can be a powerful tool to reduce rural poverty and boost productivity. 



  U.S. GLOBAL FOOD SECURITY RESULTS FRAMEWORK 

Presenter
Presentation Notes
The EBA Finance indicator provides relevant data on improved access to finance to track against the goals outlined in the whole of government Global Food Security Strategy, as well as the United Nation’s Sustainable Development Goals.  

The first of three objectives of US Global Food Security Strategy is to achieve inclusive and sustainable agricultural-led economic growth. Improving financial access will support Intermediate Results 1 and 2 of this objective. 

Intermediate Result 1 is strengthened inclusive agriculture systems that are productive and profitable, and 

Intermediate Result 2 is strengthened and expanded access to markets and trade. 

The EBA finance indicator also supports cross-cutting intermediate results Cross-cutting Intermediate Result 3 - Increased gender equality and female empowerment, and Cross-cutting Intermediate Result 5 which is more effective governance, policy and institutions.  




 

 

 

  
  

  CHALLENGES THAT LIMIT ACCESS TO AGRICULTURAL 
FINANCE 

Agricultural characteristics: 

• Seasonal
• Weather-dependent
• Spatially dispersed

↑ Risk 
↑ Cost 

Rural challenges: 

• Formal financial institutions limited reach in rural areas
• Inadequate collateral – moveable assets (machinery,

equipment, receivables)

Presenter
Presentation Notes
However, rural and agricultural businesses often present unique challenges that increase the risk, and ultimately costs, of traditional finance. Agricultural production activities are seasonal, weather-dependent and spatially dispersed, making agricultural loans riskier and costlier than loans for non-agricultural business activities operating in urban locations. Formal financial institutions, especially commercial banks, have limited reach in rural areas. 

Furthermore, farmers often have difficulty obtaining loans due to inadequate collateral.  In developing countries, 78% of the capital stock of business is in the form of movable assets such as machinery, equipment or receivables, yet most financial institutions do not consider these assets as good sources of collateral. Can the collateral be recovered quickly and at little cost? Does a viable market exist to resell the collateral to make the financial institution whole? The risks associated with collateral recovery necessitate higher levels of collateral to secure a loan.



 

  

  

   
  

  
 

POSSIBLE SOLUTIONS TO EXPAND ACCESS TO 
AGRICULTURAL FINANCE 

Challenges 
• Agricultural risk
• Limited collateral
• High cost to reach rural areas

Solutions 

Strong legal framework necessary to increase access to 
financial services by: 
• Supporting innovation of financial services
• Supporting use of moveable collateral

Presenter
Presentation Notes
Innovation in the design and provision of financial services improves access to finance. Regulations need to be adapted to allow financial institutions, mobile operators and retailers to explore new services and partnership models, while protecting the integrity of the financial system and the safety of customers’ deposits. Therefore, a strong legal framework is necessary to increase access to financial services. Laws and regulations should also provide farmers with the ability to use movable collateral to obtain a loan, while protecting lenders. 




 EXAMPLES OF INNOVATION IN AGRICULTURAL 
FINANCE 

GADCO,  a West African rice  processor,  makes immediate  e-money 
payments to smallholder farmers for rice purchase enabled through  
Tigo, a  mobile operator. 

GADCO,  a West African rice  processor,  makes immediate  e-money 
payments to smallholder farmers for rice purchase enabled through  
Tigo, a  mobile operator.  

Monthly account  statements issued by GADCO improves  farmers’ ability  
to monitor their  accounts. 

Presenter
Presentation Notes
For example, GADCO, a major rice processor in West Africa, buys rice from thousands of smallholder farmers. In the past, farmers had to travel, sometimes long distances, to the GADCO offices to receive payment in cash. However, in 2013, GADCO partnered with Tigo, a leading mobile operator in the region, to compensate farmers via mobile payments. Today farmers benefit from the convenience of accessing their money via agents who are available 24 hours a day, rather than waiting in line at a bank, and from the simplicity of buying mobile airtime directly with their TigoCash virtual wallet, rather than having to buy and load airtime from a scratch card. Furthermore, because GADCO distributes monthly account statements, the program improves farmers’ ability to monitor their accounts. 

This innovation would not have been possible without regulatory best practices in: electronic money transfers and competition among information and communication technology providers.
    
[Source: EBA 2017 Report which cites CTA. 2015. “Mobile Payments: How Digital Finance Is Transforming Agriculture.” Technical Centre for Agricultural and Rural Cooperation, Wageningen.] 



WORLD BANK’S EBA FINANCE INDICATOR 

• Measures laws and regulations that
affect access to financial services for
farmers and agribusinesses

• Focus on areas that are particularly
relevant for potential customers in rural
areas:
 Non-bank lending institutions
 Branchless banking
 Moveable collateral

Presenter
Presentation Notes
Building off of its highly visible and impactful Doing Business index, the World Bank created the Enabling the Business of Agriculture (or EBA) index which is a globally comparable dataset on the quality and efficiency of agricultural laws and regulations. Finance is one of the eight topic areas explored in the tool. 

The Finance indicator measures laws and regulations that affect access to financial services for farmers and agribusinesses, with a focus on areas that are particularly relevant for potential customers in rural areas including:
  - non-bank lending institutions, 
  - branchless banking, and  
  - moveable collateral.  




62 
countries 

Presenter
Presentation Notes
The EBA Finance indicator data and analysis for 2017, the third report in the EBA series, are available for 62 countries.




FINANCE PERFORMANCE OF FEED THE FUTURE 
FOCUS COUNTRIES 
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  * Honduras not evaluated

Presenter
Presentation Notes
All Feed the Future focus countries are included in the dataset except Honduras, which is expected to be included starting in the 2019 EBA report. This bar chart illustrates a comparison of their performance for the Finance topic area organized from best performing to least performing. 

Where there is variation, there is an opportunity to learn.  This graph illustrates how EBA can be used to:
- showcase strong countries like Kenya and Ghana to encourage learning from successes;
- Identify opportunities to improve conditions for agricultural finance, such as in Mali, Senegal, and Niger; and
- serve as a benchmark for transparency and accountability for results




 

 

RECAP WHAT WE HAVE LEARNED 

Photo: Fintrac Inc. 

Importance  of finance  to agricultural 
growth 

How EBA  Finance data  supports the GFSS  and  Feed  the  
Future strategy 

Presenter
Presentation Notes
Let’s recap what we’ve learned. In this session, we have learned the importance of finance to agricultural growth, and how EBA Finance data supports the Global Food Security and Feed the Future strategy. 




 LET’S CHECK WHAT WE’VE LEARNED 

Presenter
Presentation Notes
**THIS TEXT WAS MOVED FROM TITLE OF NEXT SLIDE. THIS IS A BRAND NEW SLIDE. (MB)




   

    

 

       
 

  

    

QUESTION 1 

1. Which farm processes require financing?

a. Labor for land preparation, seed planting and harvesting

b. Transportation of harvest to market

c. Investment in new equipment and agricultural inputs such as seed,
fertilizer 

d. Storage services

e. All of the above

Presenter
Presentation Notes
Next, let’s check what we’ve learned through a set of three quiz questions. 

Question 1: Which farm processes require financing? 

	a.   Labor for land preparation and seed planting. 
	b.   Transportation of harvest to market. 
	c.   Investment in new equipment and agricultural inputs such as seed, fertilizer. 
	d.   Storage services.
            e.    All of the above. 

That’s right, the answer is E – All of the above. (will highlight in red in a duplicate slide). 



 

   

    

 

       
 

  

    

QUESTION 1 - ANSWER 

1. Which farm processes require financing?

a. Labor for land preparation, seed planting and harvesting

b. Transportation of harvest to market

c. Investment in new equipment and agricultural inputs such as seed,
fertilizer 

d. Storage services

e. All of the above

Presenter
Presentation Notes
That’s right, the answer is E – All of the above.



      
 

   

  

  

   

QUESTION 2 

2.  Which of these topics is not measured by the Finance 
indicator? 

a.  Moveable collateral 

b.   Mezzanine financing 

c.  Non-bank lending institutions 

d. Branchless banking 

Presenter
Presentation Notes
Question 2.  Which of these topics is NOT measured by the Finance indicator? 
	a.   Moveable collateral 
	b.   Mezzanine financing 
	c.   Non-bank lending institutions
	d.   Branchless banking 



 

      
 

   

    

  

   

QUESTION 2 - ANSWER 

2. Which of these topics is not measured by the Finance
indicator?

a. Moveable collateral

b. Mezzanine financing

c. Non-bank lending institutions

d. Branchless banking

Presenter
Presentation Notes
The answer is B – mezzanine financing. 



     

     

   

    

  

QUESTION 3 

3. Given challenges to the agricultural sector in accessing
finance such as climate and market risks, limited
collateral and high costs to serve rural clients, how can
the legal and regulatory framework facilitate greater
access to financial services for agricultural businesses?
a. Support innovation of financial services

b. Support the use of moveable collateral

c. Create burdensome regulations for non-banking institutions (e.g. e-

money 

services) 

d. All of the above

Presenter
Presentation Notes
Question 3.  Given challenges to the agricultural sector in accessing finance such as climate and market risks, limited collateral and high costs to serve rural clients, how can the legal and regulatory framework facilitate greater access to financial services for agricultural businesses? 
	
            a.  Support innovation of financial services 
	b.  Support the use of moveable collateral  
	c.  Create burdensome regulations for non-banking institutions (e.g. e-money    
            services) 
	d.  All of the above. 



 

     

     

   

    

  

QUESTION 3 - ANSWER 

3. Given challenges to the agricultural sector in accessing
finance such as climate and market risks, limited
collateral and high costs to serve rural clients, how can
the legal and regulatory framework facilitate greater
access to financial services for agricultural businesses?
a. Support innovation of financial services

b. Support the use of moveable collateral

c. Create burdensome regulations for non-banking institutions (e.g. e-

money 

services) 

d. All of the above

Presenter
Presentation Notes
Both A and B are correct. Legal frameworks that support innovation of financial services and support the use of moveable collateral facilitate greater access to financial services for agricultural businesses. 



 

   

   
 

 
   

YOUR FEEDBACK IS WELCOME! 

Was this learning resource helpful?

Do you have questions or suggestions for improvements
on the EBA methodology?

Other feedback?

Please contact Lourdes Martinez Romero (COR) at lmartinezromero@usaid.gov 
or Nate Kline (COP) at nkline@fintrac.com.  

Presenter
Presentation Notes
Finally, your feedback is welcome. Please take a few minutes to let us know if:  

The training helpful? 

What changes would you like to see in the EBA methodology? 

Other feedback?

Comments and questions may be directed to:  Lourdes Martinez Romero (COR) at lmartinezromero@usaid.gov or Nate Kline (COP) at nkline@fintrac.com.  


mailto:lmartinezromero@usaid.gov
mailto:nkline@fintrac.com


Proceed to the next session in the Finance Module 

Presenter
Presentation Notes
In the next Session, Session 2, we will take a closer look at what is covered by the EBA Finance Indicator.  



www.feedthefuture.gov 
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