‘Agricultural value chain finance: a paradigm
shift in financial service delivery’

Policy support to the Commercial banks and the DFls to accelerate
adaptation of value chain finance
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Investing in Agricultural Food Systems is
Critical for Our Future
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Improving the performance and transformation of agricultural value chains will
be crucial to end poverty and hunger, boost shared prosperity, and steward the
world’s natural resources.
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Future of Food - Maximizing Finance for Development in Agriculture Value Chains
(https://openknowledge.worldbank.org/bitstream/handle/10986/29686/125295-WP-PUBLIC-futureoffoodpaperweb.pdf?sequence=1&isAllowed=y)




Focus On Small Farmers is Critical
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Key Features of SBP Policy for Promoting Agricultural
Financing

Provide Enabling Environment

- Market Based Approach .
- Simplification & Standardization of Documents

- Prudential Regulations, Revolving Credit Scheme
- Risk Mitigation (CLIS, LLIS)

Issue Guidelines for
Product Development

—

- Specialized Guidelines for Livestock,
Fisheries, Islamic Financing, Water
Management etc.

Facilitating Innovative
Financing Models

- Service Provider Model, VC Financing
- Pilot Projects (WHRF, Precision Agri)
- Bank access to digital land records

Capacity Building of
_, Stakeholders

- Member of APRACA
- Farmers’ Financial Literacy Programs

. . - Policy Adequacy Seminars
Creating Linkages Between - International Collaborations (FAO,

Stakeholders . WB, IDB etc)
- Agricultural Credit Advisory Committee to
deliberate agri-finance issues
- SBP regional offices to identify & resolve regional
issues

- Trainings on innovative agri-lending
Products (WHR, VC Financing)
4



Regulations, Re- Financﬁg\

& Risk Sharing
-Comprehensive guidelines for AVCF

for banks

-Refinance Scheme for women
entrepreneurs

-Refinancing Scheme for Warehouse,
Cold Storage and Silos

-Crop & Livestock loan insurance
Scheme

Steps Taken by SBP for Supporting Commerical
Banks in Agriculture Value Chain Financing

Funding Innovation

In partnership with DFID,
qualifying Fls were provided
capital to develop models for
Agricultural Value chain
Financing

Facilitating

Capacity Building Partnerships

SBP continues to play a pivotal role in
creating partnerships between banks
and other stakeholders (lead firms,
extension services, agriculture
departments etc.)

Training of Trainer programs for
banks on AVCF in partnership with
APRACA, FAO and other partners

Exchange Learning Programs

Several pilot projects have been
showcased as a result

Market Research
& Development

SBP engaged consultant to study
and map investment
opportunities in 06 selected
value chains

Popular Value Chains in
Pakistan




Major Challenges in Development of Ag. Valuechains
in Pakistan

High catastrophic & Price
risks

Agriculture is exposed to natural
catastrophes or diseases that
make it risky for the banks.

Price volatility and instability in
market trends

Imports of processed food are
increasing to cater to the
increasingly urbanized market and
diversified economy

Challenges

Lack of Cooperative Structure

and Corporate Farming

Less diversification of insurance Farmer Cooperatives are not
products prevalent, which limits farmers’
Less Govt support to cover risk negotiation and integration in Value
Lack of insurance products for Chains
minor crops Limited Corporate Farming which

prevents achievement of economies
of scale



Developing an effective approach to maximizing
finance for development in agricultural value chains

Ensuring that financing  As a key pathway to ending poverty and hunger
benefits to smallholder , , houl ‘ob - | h |
oroducers FLnaTncmg should support SMEs and job creation along the value
chain

* Value Chain mapping in line with cropping zones

* Including the business environment and support services needed to
make agricultural value chains thrive

Addressing the entire
ecosystem

* Understanding of the nature and extent of market failures
Managing transaction

costs and risks * Associated roles of the government in addressing them.

* some VC are getting shorter via digital e-commerce platforms that link
small entrepreneurs in rural areas with national & global markets

Leveraging New
Technologies

* This has implications for the public sector to make information/data
more available to enable the emergence of these matching markets.




SBP is Supporting the Development of AVCF Eco-System

Automated Land Record
Management System
(LRMS) and its adoption by | |
banks for agri. financing .

National Crop Insurance
Scheme

Incentivized scheme for
National Financial High Value Crops & agri.
Inclusion Strategy development loans

Kissan Digital Portal for agri.
financing

Provide smart subsidy for
agricultural inputs to small
farmers

Promoting electronic
Warehouse Receipt
Financing (WHRF)

Headline targets FY 2017-18 FY 2022-23

Disbursed Amount (Rs) 973 billion 1.8 trillion

Number of borrowers 3.72 million 6 million 8
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Popular Value Chains in Pakistan

Sugar Value Chain

6" largest sugarcane producer in the
world . Banks have large exposure in
the sugar processing industry.
Processor driven model. Identified
farmers by processors are financed by
bank against corporate guarantee.

Wheat & Maize and @
Cotton Value Chain

Facilitator Driven model. Formation
of Farmer Enterprise Groups .
Bundling for services including HMMM
extension services, technical Q/
assistance & warehousing \

alkaram

Buyer Driven model. Major
actors include farmers, service
provider and aggregator. Bank
finances production activity

THE MEAT EXPERTS

Potato Value Chain

Facilitator driven. Facilitator has
both backward & forward linkages.
bank is catering registered farmers

by providing them financial
assistance

Poultry & Meat Value Chain

Buyer Driven (Dealers & Processors).
Well connected linkage with farmers.
Limited processor to fill

Demand supply gap

% Dairy Value Chain

Buyer Driven Value Chain.
Dairy farmers are finance on
Milk processor’s guarantee




