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Scope and Bases

We have performed this priority engagement in line with the Scope of Ministry of Food and Agriculture and 
our professional experience in similar engagements

Scope (Cont.) Å Basedon key assumptionsin underlyingthe modelsand

other parametersof the tǊƻƧŜŎǘΩǎfinancingmechanisms,

proposea fundingplanthat wouldsustainthe benefitsof

the interventionsfor all actorsof the valuechain.

Locations 
visited and 
interviews

ÅOur methodologywas developedaround meetingswith
the FoodSystemsResilienceProject(FSRP)in their office
to firm up the scope of work and the timeline for
delivery. The Project Coordinatingteam furnish us with
contactpersonswith selecteddistrictsandinstitutions.

Å ThecommunitiesvisitedincludesPaga,Fumbisi,Kubogu,
Nakpanzoo,Zangbalum,Savulugu,Karaga, Woribogu,
Kintampo, Bankai,Busunya,Klenormadi,Asutsuarefor
the cropsector(i.e. Maize,RiceandSoybean).

Å For the Poultry sector, the team visited Okyereko,
QueensCity, Gada,DormaaAhenkro,Sunyani,Kumasi,
Asaman- LakeBosomtwi,Mankranso,Juabenand Tema
Newtown.

Å Theteam alsohad interviewswith selectedfinancialand
non-bank financial institutions including: GIRSAL,Ghana
Commodity Exchange, National Food Buffer Stock
Company(NAFCO),ADB,ABSA,PJFSecretariat,GASIP,
Chamber of Agribusiness, Republic Bank, National
InsuranceCommission,ECOBANK,National Investment
Bank(NIB)

Other Sources 
of information

ÅWehavesourcedour informationfrom:

VMinistryof FoodandAgriculture

VOtherpubliclyavailableinformation.

Scope Å The assignment involved the completion of the following :

Å Determination of various funding mechanisms that are

available in the agriculture sector for the selected value

chains, namely :

o Maize

o Rice

o Soya Bean

o Poultry

Å Assessment of the viability and impact of these funding

mechanisms, using previous MoFA projects and other

development programs as a point of reference . This was

to include interviews with previous beneficiaries and

funds/grants and impacts on their agribusinesses .

Å Recommendation of the appropriate funding mechanisms

that would improve productivity, efficiency and

profitability, as well as commercial viability of the

Projectôsinvestments

Å Perform a potential impact analysis of the recommended

mechanism on the selected value chains by carrying out

the following :

o Conduct financial and economic modelling of the

proposed value chains to assess their viability

o Conduct a risk analysis of the proposed financing

models under each value chain
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Approach and Methodology

Our approach included, inter -alia, the following procedures:

Mapping of 
value chain 
actors

Å To place this analysis in perspective,we focused on

identifying actors for the value chainsof the following

commoditieswithin the project interventionareas:

o Rice

o Maize

o Poultry

o Soyabean

Å In identifyingthe specificactorsfor eachcommodity,we

limited the selectionof the actors to the four levelsof

Inputs, Production, Processing, Distribution and

Consumption.

Financial and 
Economic 
analysis

Å To assessthe financial and economicnet benefits, we
evaluatedthe future flow of benefitsandcostsWith and
Without the project intervention using various
investment appraisal tools like the Net Present Value
(NPV), Internal Rate of Return (IRR) and Return on
InvestedCapital(ROIC).

Å The projected Net Present Value of the activities of
actorsWith and Without the project over the projected
lifespan was calculated. The annual benefit stream of
eachproject was determinedby subtractingthe cost of
investments and recurrent expenditure from the
computedprojectedincomes.

Å TheCostsandBenefitswasdiscountedusingthe discount
rate, to arrive at the Net PresentValue,as indicated in
the formulabelow: NPV=ʅ(BtςCt)/ (1+ r)t .

Desk 
Review of 
Relevant 
Documents

Å We conducted desk review of relevant document on past

experiences/projects in Ghana and other developing

countries on the value chain funding mechanism in the

agricultural sectors of those developing settings .

Å We reviewed documents on Ghana Agricultural Sector

Investment Project (GASIP), National Food Buffer Sock

Company (NAFCO), Ghana Commodity Exchange (GCX),

Ghana Incentive -Based Risk Sharing System for

Agriculture (GIRSAL) and Millennium Development

Authority (MIDA) Project

Data 
Collection 
and field 
work

Å The quantitative data was collected from key actors

within the chain . To do this, we designed questionnaires

to collect data on the operations of the activities of the

various actors within each of the chain . This was

administered to selected individuals and organizations . A

survey of some key actors was done by collecting data

face - to - face .

Å Focus Group Discussions (FGD) was employed to collect

key qualitative data within the sampled communities .

This was done to corroborate and effectively triangulate

some of the quantitative data . A total of 20 FGDs were

conducted ; one per district .

Å The team also employed Key Informant Interview (KII) to

collect qualitative data in order to gain insight about the

perceptions or experiences of stakeholders or

implementing partners . Through the use of KII we

obtained relevant information from knowledgeable

stakeholders pertaining to the project .
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Glossary

ADB Agricultural Development Bank

B/C Benefit/Cost

BNF Biological Nitrogen Fixation

CAP Coronavirus Alleviation Programme

CRG Credit Risk Guarantee

EIU Economic Intelligence Unit

FAO Food and Agricultural Organization

FBOs Farmer Based Organizations

FDI Foreign Direct Investment

FGD Focus Group Discussion

FSRP Food Systems Resilience Project

FYEI Fidelity Young Entrepreneurship Initiative

GGBL Ghana Guinness Breweries

GIRS
AL

Ghana Incentive -Based Risk Sharing System for 
Agricultural Lending

GIZ Gesellschaft fur Internationale Zusammenarbeit

GREL Ghana Rubber Estate Limited

IRR Internal Rate of Return

IRS Interest Rate Scheme

KIS Kpong Irrigation Scheme

MoFA Ministry of Food and Agriculture

MT Metric Tonnes

NAFCO National Food Buffer Stock Company

NBFIs Non -Bank Financial Institutions

NIB National Investment Bank

NPK Nitrogen Phosphorus Potassium

NPV Net Present Value

PFJ Planting for FOOD and Jobs

ROAA Rubber Outgrowersô and Agentsô Association

SARI Savannah Agricultural Research Institute

SRID Statistics Research and Information Directorate

TNS TechnoServe

UNCTAD United Nations Conference on Trade and Development

VSLA Village Savings and Loans Associations

WRFP Warehouse Receipt Financing Product
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Executive Summary
ςoverview of project
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Executive Summary | Overview of Project

Executive Summary
Value

Chains Analysis
Funding 

Mechanisms

Proposed Funding 

Mechanism
Financial & 

Economic Analysis

Risks and 

Mitigations
Literature Review Appendices

Å TheGovernmentof Ghana,throughthe Ministry of FoodandAgricultureis implementingthe FoodSystemsResilience
Project (FSRP)acrossthe major food basketsof Ghana. The developmentobjective of the FSRPis to increase
preparednessagainstfood insecurityandimprovethe resilienceof food systemsin Ghana.

Å Thisdevelopmentobjectiveis expectedto be achievedthroughimprovingŦŀǊƳŜǊǎΩaccessto usableweather,climate
andadvisoryservices; improvingaccessto localclimateinformationservices; facilitatingthe co-productionof services
between private and public sector; increasingŦŀǊƳŜǊǎΩaccessto agriculturaland nutrition sensitivetechnologies,
promotingprivatesectorinvolvementin regionalagriculturaltrade,amongother factors.

Background

ÅTheFoodSystemsResilienceProjectisorganizedaroundfive coredistinctbut interrelatedcomponents:

o Improvingdigitaladvisoryservicesto supporttimely agricultureandfood crisispreventionandmanagement

o Sustainabilityandadaptivecapacityof DƘŀƴŀΩǎfoodsystemsproductivebase

o Enhancingregionalfoodmarketintegrationandagriculturalinputsandoutput trade

o Contingencyemergencyresponse

o ProjectManagement

Components of Food 
System Resilience 
Project (FSRP)

Å In its questto identify the appropriatefundingmechanismto employfor the variousinterventions,the Projectseeks

to recruit anindividualconsultantwith requisiteexpertisein the agriculturevaluechainfinancingmodels.

Å The consultant is to determine the most appropriate funding mechanismsto improve productivity and

competitivenessof projectbeneficiaries.

Å TheConsultantisalsoexpectedto proposea fundingplanthat wouldsustainthe benefitsof the interventionsfor all

actorsof the valuechain.

Objective of 
Consultancy

The project promisesthe following rewards to the government,individual actors of the variousvalue chain and the

societyat large:

Å Governmentwill havea roadmapto allocatefundsto the variousactorsof selectedvaluechains. Thiswill fuel the

achievementof food securityin the longandmediumterm.

Å Beneficiarieswill haveaccessiblecreditsto enhancetheir businessobjectives. Profitsfrom the agriculturalventures

will helperadicate/alleviatepovertyamongbeneficiaries;

Å Thesocialimpactwill be seenin the improvementin the standardof livingwithin beneficiaryareas.

Expected impact of 
project

This report seeks to answer the key requirement of the sponsors by highlighting the project objectives and responding to it
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Executive Summary | Rice Production & distribution

RiceProductionanddistribution in Ghana

ÅGhanadependslargelyon imported rice to makeup for the deficit in domestic
rice supply. Hencethe need for food and agriculturesector stakeholdersto
ensureincreasedand sustaineddomesticproduction of good quality rice for
food security, import substitution and savingsin foreign exchange. More
efforts are neededto make the domestic rice value chain competitive that
would leadto the growthandstructuraltransformationof the economy.

ÅWhile production of rice over the years has seen improvement significant
challengesin both the rice seed and grain value chainscontinue to exist.
Duringthe post-harveststage,for instance,maintainingquality standardsto
make our domestic rice competitive remains a challenge as inadequate
processinginfrastructure and modern milling machines,insufficient silos for
storingpaddybeforemilling, inadequatequalitystandardtestingfor both seed
(paddy)andmilledricehavenot seenmuchimprovement.

Å Therice productionvaluechainactorsincludeseedproducers,farmers,input
dealers, aggregators, transporters, warehouse owners, processors and
marketers. The percentageof rice farming is largely increasing. The major
constraints for the developmentof rice production chain during the Focus
GroupDiscussionshighlightedinclude inadequateaccessto inputs (seedand
fertilizer), inadequateharvestingand post-harvestmanagementtechnologies,
and the weak local rice marketing systemand post-harvest losseswhich is
projectedto be 4% on averageof riceproducedin 2022.

Existingfundingavenuesfor actorsin Ghana

Å Selffunding

Å VillageSavingsAndLoanAssociation

ÅGovernmentsubsidies

Å Ricemarketers

RiceProductionanddistribution in Ghana

Å Riceis one of the most important food staplesin Ghanaand its consumption
keepsincreasingasa result of populationgrowth, urbanizationand changein
consumerhabits. It isa labourintensivecropandit iscultivatedboth asa food
anda cashcrop.

Å The consumption of rice continue to increasedue to population growth,
urbanization and change in consumer habits with a lot more households
consumingmore imported rice. Accordingto statisticsfrom MoFA,between
2008 and 2020, paddy rice production was in the rangeof 0.302 million MT
and0.987million MT (181,000to 622,000MT of milled rice)with largeannual
fluctuations. The total rice consumptionin 2020 amounted to about 1.45
million MT which is equivalentto per capitaconsumptionof about 45.0kgper
annum.

Executive Summary
Value

Chains Analysis
Funding 

Mechanisms

Proposed Funding 

Mechanism
Financial & 

Economic Analysis

Risks and 

Mitigations
Literature Review Appendices

The rice production value chain actors include seed producers, farmers, input dealers, aggregators, transporters, warehouse owners, 
processors and marketers. 
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Executive Summary | Maize Production & Distribution

MaizeProductionanddistribution in Ghana

Å Accordingto data publishedby FAO,the production of maize increasedto
3.5million MT in 2021comparedto 2.9million MT in 2019. An increasein the
productionof maizeis driven by the high demandfor domesticconsumption.
For instance, as per a report published by the Statistics Researchand
InformationDirectorate(SRID)of the Ministry of FoodandAgriculture(MoFA),
the per capitaconsumptionof maizein Ghanastoodat 75.91 kgper annumin
the year2020, an increaseof approximately3%from the previousyear.

Å The maize production value chain actors include seed producers, farmers,
input dealers,aggregators,transporters,warehouseowners, processorsand
marketers. The percentageof maizefarming is largely increasing. Themajor
constraintsfor the developmentof maizeproduction chainduring the Focus
GroupDiscussionshighlightedinclude inadequateaccessto inputs (seedand
fertilizer),inadequateharvestingandpost-harvestmanagementtechnologies.

Existingfundingavenuesfor actorsin Ghana

Å Fromour field research,the majority of maizeŦŀǊƳŜǊΩǎmainsourceof finance
comesfrom loansfrom VillageSavingsandLoansAssociations(VSLA).

ÅMaize farmers also finance their farms from personalincomesfrom savings
from farm produceandŀƴƛƳŀƭΩǎsales.

ÅMoreover,a few of the maizefarmersalsomentionedreceivingloan support
from somerural banksto supporttheir farmingactivities.

Å Aggregatorsalso provide support to maizefarmers through pre-financingof
the farming activitiesat an agreedrate per amount receivedwhere farmers
pay in kind with bagsof maize as agreedat the beginningof the farming
season.

ÅMajority of the input dealersmain sourceof fundingis from personalsources
and credit salesfrom their suppliersafter depositinga specifiedamount and
theyaresuppliedto a tune of inputsto bepaidwithin anagreedperiod.

MaizeProductionanddistribution in Ghana

ÅMaizeis the most important cerealcropon the domesticmarket in Ghana. It is
oneof the largestagriculturalcommoditiesin termsof productionvolume,it is
alsoimportant for poultry feedaswell asa substitutefor the brewingindustry,
and it is cultivated under traditional production methods and rain-fed
conditions. MaizeisgrownthroughoutGhana. However,the leadingproducing
areasaremainlyin the middle-southernpartsof the country.

Å Furthermore,maizeis a widelyconsumedandcultivatedstaplecrop in Ghana.
It accountsfor more than one-quarter of caloriesconsumed. About three-
quartersof maizeconsumptionis from its localproduction.

Executive Summary
Value

Chains Analysis
Funding 

Mechanisms

Proposed Funding 

Mechanism
Financial & 

Economic Analysis

Risks and 

Mitigations
Literature Review Appendices

We noted that outgrower schemesor contractualarrangementshave had positive effects on outgrowers,who benefited from a
significantincreasein incomeas well as improvedaccessto technology,extension,and socialand economicinfrastructure (roads,
schools,processingfacilities)providedby the sponsoringcompanies
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Executive Summary | Soya Bean Production & distribution

SoyaBeanProductionanddistribution in Ghana

ÅWe noted that, about 90%soyaismainlyproducedin the Northernpart of the
country and transportedto southernGhana. Thereis an increasingeconomic
valueof soyain Ghana. Thereisa growingmarketfor soyabeanin Ghana,with
an increasein domesticdemandconsistentlyexceedingdomesticsupply. Both
the agricultureandaquaculturesectorsin Ghanaaremajor consumersof soya
beanmeal,as it is a key ingredientin animalfeed. Thepoultry industryalone
demandsabout75%of the total soyabeanannuallyin Ghana. Becausethere is
increasedawarenesson healthy dieting habits, consumersare increasingly
consumingpoultry and poultry products, meat, fish, as well vegetableoils.
Thesefactorsarecontributingto the indirect increasedemandfor soyabean.

ÅWhile there is increaseddemandfor soyain Ghana,reportsalsoindicatesthat
there hasbeena tremendousincreasein the export of soyafrom Ghana. The
competition for the crop as an export product is creating shortageof the
commodityfor useby the livestock,aquacultureand poultry industryand has
resulted in price hike and its availability. Thisdefeatsthe purposefor which
soyabean is beingpromoted in the country. Highcost of feed in the poultry
and aquaculturesectorsis a major constraint to production. Feedcostsare
estimatedto contributeover60%of productioncostsin Ghana.

Existingfundingavenuesfor actorsin Ghana
Å From our field research, the majority of Soybean farming in the Northern are 

funded by Governments of donor agencies.
Å Some Soybean farmers maintain that they finance their farms from personal 

incomes from personal savings, family and friends.
Å A few of the soybean farmers also mentioned that they received farm inputs 

such as seeds from off-takers and processors but limited to some few 
communities from the responses which are paid back by deducting at source. 

SoyaBeanProductionanddistribution in Ghana

Å Soyabeanisa non-staplecropin Ghanaandispredominantlyusedaslivestock
feed. Soya production is gradually attaining commercial status as more
producersare becomingaware of the availabilityof market for the product.
With the introduction of the PFJin 2017 yields began rising from the
productionof soyabean. Theimplementationof the PFJprogrammetargeted
upscalingthe productionof SoyaBean. Theefforts by governmentresultedin
a substantialincreasein yieldsandproductionof the crop.

Å The production of soya is currently being subsidizedby government, is to
ensure its availability for processingand use as animal feed by domestic
livestockandpoultry industryat a cheapercostto boostlocalproduction.

Executive Summary
Value

Chains Analysis
Funding 

Mechanisms

Proposed Funding 

Mechanism
Financial & 

Economic Analysis

Risks and 

Mitigations
Literature Review Appendices

While there is increased demand for soya in Ghana, reports also indicate that there has been a tremendous increase in the export of 
soya from Ghana. 
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Executive Summary | Poultry Production & distribution

Poultry Productionanddistribution in Ghana

Å The environment includes the structure and its sighting which takes into
consideration space and handling of bio security to prevent outbreak of
diseases. Also, the selection and hatchery of DOC is important to the
successfuloperation of poultry as their survival is linked to the production
from the hatcherybackedby researchand developmentof the birds for the
Ghanaianmarket. Lastly,the nutrition content is key to the survivalof the
birdsandquality feedproduction. Thesethree pillarsare key indicatorsto the
poultry fundingmechanismin Ghana.

Å The farmers interviewed expressedtheir frustration in accessingcredit for
their business. This challenge stems from the common premise among
financial institutions that poultry businessis high risk and lack of interest of
most financialinstitutions to offer loansto poultry farmers. Thefew who are
successful with loans indicated the interest rates were high and no
moratorium for the repaymentof the loansbasedon the productionof either
broilersandlayersrespectively.

Challengesfacedby farmersin accessingcredit.
Thepoultry farmersfaceda lot of challengesin accessingcreditwhichincludes;

o Banksbelief that, there is high risk involvedin poultry leadingto lack
of interestof financialinstitutions

o Highinterestrate
o Nomoratoriumgrantedfor loansto poultry farmers.
o Requestfor landedproperty in particularareasto qualifyfor loans
o Lackof availablepoultry processingfactoriesto operateasoff takers

to processthe chickenfor the market

Poultry Productionanddistribution in Ghana

Å The poultry sector continuesto play a key role in the provision of protein
content of the population in Ghana. Theissuesfacingthe poultry farmersin
the areas visited include lack of capital, high feed cost, competition from
heavily subsidizedimported birds in terms of broiler production, lack of
securedmarketfor poultry products,highpriceof dayold chicks(DOC),quality
of DOC,lackof knowledgeof diseaseoutbreakand high cost of transporting
poultry infrastructure.

Å The poultry value chain includes hatchery, Poultry farmers, feed
millers/sellers,drugs sellers,marketers,restaurantsetc. The successof the
poultry industryin Ghanaisdependenton three (3) pillarsnamely;

o Environment
o Chicksand;
o Nutrition

Executive Summary
Value

Chains Analysis
Funding 

Mechanisms

Proposed Funding 

Mechanism
Financial & 

Economic Analysis

Risks and 

Mitigations
Literature Review Appendices

Majority of farmers farm the broilers towards festivities such as Easter, Ramadan and the Christmas with the Christmas being the
most profitable season. 
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Executive Summary |Funding Mechanisms

Out grower 
Scheme1

Village
Savings &
Loan2

OutgrowerScheme

üOutgrowerschemesaresystemsthat connectnetworksof unorganizedsmallholderfarmers
with domesticand international buyers. It is also known as contract farming. It provides
benefitsto actorsalongthe supplychain. Buyerscanimprovetheir control overcropsupply,
often at pre-agreedprices,aswell ascrop quality standards. And farmerscanaccessmore
securemarkets,often receivingtechnical and financial support by cultivating within out
growerschemes.

ü Under the scheme,the buyer usually provide major farming inputs (like seed, fertilizer,
agrochemicals),credit,and/or technicalassistanceto contractfarmers.

VillageSavings& LoanAssociation

- TheVillageSavingsandLoanAssociation(VSLA)isa groupof people,usually5-30, who meet

regularlyto savetogetherandtakesmallloansfrom thesesavings.

- Themodel focuseson savings,assetbuilding and the provisionof credit proportionate to

the needsandrepaymentcapacitiesof the borrowers.

- Fromour research,VSLAispredominatein mostcommunitiesin Ghana

Executive Summary
Value

Chains Analysis
Funding 

Mechanisms

Proposed Funding 

Mechanism
Financial & 

Economic Analysis

Risks and 

Mitigations
Literature Review Appendices

Various funding mechanisms have been implemented in Ghana to sustain food security and achieve various agriculture objectives
including outgrower scheme, Village Savings & Loan Association, Credit guarantee, among others

VLSA Projects in Ghana 

Å Feed the Future Agricultural 

Development and Value Chain 

Enhancement project (FTF ADVANCE 

II) USAID, 2022

Å Greater Rural Opportunities for 

Women (GROW) Project by MEDA ï

Mennonite Economic Development 

Associates  and Funded by Global 

Affairs Canada, MeDA, 2021. 

Outgrower Projects in Ghana 

Å FYSSO Outgrower farming business 

model operated by FYSSO Ghana 

from 2014 to 2017 linked 4,663 

farmers, including 1,617 female in 

rice farming.

Å Ghana Rubber Estates Limited 

(GREL) and ADB Outgrower scheme

3
Credit 
Guarantee3

CreditGuaranteeScheme

Institutional Guarantee: Credit Guarantee Institutions are Non-bank Financial
Institutions (NBFIs)aimed at facilitating the accessto formal lending through the
provisionof credit guaranteesthat mitigatethe riskof non-repayment.

GroupCredit: Thisis mechanismwherebymembersof a groupguaranteeeachƻǘƘŜǊΩǎ
loan repayment. Eachmember is equallyliable for repayment,hence,collateral is not
necessary. The group membersare expectedto do their best not to let each other
down in loan repayment, since usually they are businesscolleagues,neighborsor
relatives.

Loan Guarantee Projects in Ghana 

Å Agricultural Credit Risk Guarantee 

Scheme by the Ghana Incentive -

Based Risk Sharing System for 

Agricultural Lending (GIRSAL)

Å The Fidelity Young Entrepreneurôs 

Initiative (FYEI) launched in 2021
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Executive Summary | Selected Funding Mechanisms of interest 

Warehouse
Receipt
Finance4

3Trade Credit5

WarehousereceiptFinance(WRF)

Å A warehousereceipt is a financialinstrument which certifies that a certain quantity and
quality of a commodityhasbeendepositedin a very securewarehouse. In other words,
the warehousereceiptssystem(WRS)is a processwhere farmersdeposit their products
in certified warehouses. After weighing the amount of product brought into the
warehouse,the farmer is then issuedwith a warehousereceiptasproof of ownership.

Å Thereceiptdemonstratesthat the goodsare physicallyin the warehouseandsecureand
safesincethey arekept in a licensedwarehouseandcanbeusedascollateral.

TradeCredit

Å It isa type of commercialfinancingin whichthe customerisallowedto purchasegoodsor
servicesandpaythe supplierat a later scheduleddate.

Å Tradecredit mayprovideaccessto capitalfor farmersthat are unableto raiseit through
more traditional channels. Suppliersmay be better than specializedfinancialinstitutions
in evaluatingandcontrollingthe credit riskof their buyers.

Å Through the Agribooster initiative,

the Africa Fertilizer Financing

Mechanism (AFFM) and OCP Africa

use an inclusive approach to provide

farmers access to quality inputs,

training, finance and market

linkages in order to increase their

yields, incomes and livelihoods .

Å WRF is being implemented in Ghana

by International Finance Corporation

(IFC) and the Ghana Commodity

Exchange in a Project called the IFC

Ghana Warehouse Receipt System

(WRS) Project . The Project is being

implemented in collaboration with

the Ghana Commodity Exchange

(GCX) in nine regions in Ghana .

Executive Summary
Value

Chains Analysis
Funding 

Mechanisms

Proposed Funding 

Mechanism
Financial & 

Economic Analysis

Risks and 

Mitigations
Literature Review Appendices

Warehouse receipt, trade credit and input supplier credit are notable funding mechanisms in the agriculture value chain in Ghana
and Africa

Input 
Supplier 
Credit6

Input suppliercredit

Å Input suppliercredit isoneof the informalsourcesof creditavailableto farmers.

Å Farmersdo not have a regular income and become seasonallyshort of cash. Input
suppliersallow them to purchasetheir inputsandpayfor them at a later date whenthey
acquirecash. Thisis different from input subsidieswhere inputsarenot paidin full or not
paidat all.

Å Therepaymentfor inputǎǳǇǇƭƛŜǊǎΩcredit isusuallymadeafter the harvest.

Å Input suppliersmayalsoprovidetechnicaladvice.

Å USAID supported ZATAC in Zambia

to link farmers in a project called

Agriflora .

Å Agriflora in Zambia is an example of

small farmers being linked to input

suppliers trough farmer associations

and focused donor support .
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Executive Summary |Funding Mechanisms

Subsidy7

Grant8

ü A subsidyis a direct or indirect payment,economicconcession,cost reductionor privilege
grantedby a governmentto private firms,households,or other governmentalunits in order
to promotea publicobjective.

ü Subsidiesto agriculture value chain have been phenomenalin Ghanaas well as other
countrieson the groundsthat preservationor expansionof this industry,evenat a cost to
the generalpublic,is in the publicinterest. Farmersreceivefree inputs,reducedinput costs,
amongother benefits.

Grantscheme

- Althoughthe termsάǎǳōǎƛŘȅέandάƎǊŀƴǘέare often usedinterchangeably,a distinctioncan
be madebetweenthem. Grant is a type of subsidybut not the sameassubsidy. Whereas

subsidiesare current payments(products, inputs or cash)aiming to influence levels of
production or prices, grants are direct financial contributions for specific activities that

supportthe policyobjectivesof the grantor.

- Grantsare therefore direct cashor moniesthat usuallydo not haveto be repaidbut are to

be usedfor definedpurposes.

Executive Summary
Value

Chains Analysis
Funding 

Mechanisms

Proposed Funding 

Mechanism
Financial & 

Economic Analysis

Risks and 

Mitigations
Literature Review Appendices

Various funding mechanisms have been implemented in Ghana to sustain food security and achieve various agriculture objectives
including government subsidy and grant

The Savannah Agriculture Value Chain 

Development Project:

Å In 2022, African Development Fund 

approved a $27.9 million grant to 

Ghana for the development of 

agricultural value chains in the 

Savannah region. 

Å The Savannah Agriculture Value 

Chain Development Project will be 

implemented by Ghanaôs Ministry of 

Food and Agriculture from 2023 to 

2027.

Subsidy scheme of Planting for Food & 

Jobs (PFJ)

The on -going PFJ program of the 

Government of Ghana has the following 

subsidy schemes:

Å Supply of improved seeds to farmers 

at subsidized prices (50% subsidy); 

Å Supply of fertilizers to farmers at 

subsidized prices (50% price cut); 

Å Free extension services to farmers



Funding Mechanisms for Agriculture value chains - Ghana Ministry of Food And Agriculture

Executive Summary | Selected Funding Mechanisms of interest 

Executive Summary
Value

Chains Analysis
Funding 

Mechanisms

Proposed Funding 

Mechanism
Financial & 

Economic Analysis

Risks and 

Mitigations
Literature Review Appendices

The proposed funding mechanisms for the Food Systems Resilience Project  is a heterachy type but revolves around four key funding 
approach based on their viability, suitability, sustainability, risk level, expected time for implementation and level of expected impact 

Å Identifyingandmobilisingthe actorswould
be less costly and easy because MOFA

extensionofficersareall over the country.

ÅThere are some existingstructures in the
country suchas the SelfManagedand self

capitalizednature of VSLSwould make it

easierto manageby the FSRPoffice.

ÅGuaranteesystem is already in operation

(GIRSAL)so using their model or drawing

support from their activitieswould not be
difficult to applysuchschemeby the FSRP

office.

ÅThe success of insurance and subsidy

schemesby institutionssuchasPFJ, GASIP

& NIC,is a sufficient condition for FSRPto

implementthe same.

ÅBecauseof the numerousbenefitssuchascreationof
accessibilityand improvementin the financialhealth

of participants to the project, it would be easily

accepted, henceeaseof implementation.

ÅThe communal nature of these selected schemes

makeit easierto implementsinceeachmemberowns

part of the funds (VSLAscheme) and serves as

guarantorto the others(guaranteescheme).

ÅThe rates chargedunder these schemesare always

lower than the market rate. E.g. Large commercial
farmers may get some form of interest rebate. Also,

with guarantees,financial institutions will likely offer

financialsupport.

ÅThe intervention will stimulate additional production

of the selectedproducts thereby encouragingmore

participationin the comingyears.

Applicability / Feasibility Suitability / Ease of implementation

ÅThewith and without intervention analysishasshown
how this project would be beneficial. Cascadingthe

effort/benefit would mean sustainability, all other

factorsheldconstant.

ÅThecomplementarityof the chosenschemessuggesta

remunerative provision for all actors of the value

chain. Thiswill unambiguouslyensurefood securityin

the nearestfuture andbeyond.

ÅThere are quite a number of assessmentreports on

variousschemesimplementedin Ghana under MOFA

projects. These projects offer semblance of

sustainabilitywith few caveats. FSRPis easilyable to

circumventaround these reflags to make the project

sustainable.

Sustainability
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The proposed funding mechanisms for the Food Systems Resilience Project  is a heterachy type but revolves around four key funding 
approach based on their viability, suitability, sustainability, risk level, expected time for implementation and level of expected impact 

ÅThe chosenschemesoffer more benefits to
the actors than the other funding

mechanisms. E.g. Grants/Subsidieswould be

a better option than an outgrower scheme

where the intended beneficiariesmay be
shortchangedby the LeadFirm.

ÅTheeconomicand financialanalysisover the

life of the project have demonstratedhow

subscribers to the project would have

improved income. Thiswill encouragemore

agric investment & productivity, thus

ensuringfood security.

ÅThe selectedschemesif well implemented

would boost growth and create abundant

employmentopportunities,especiallyfor the

youth by transforming agriculture and

industry as a whole. This will enhance

productionandreduceimports,e.g. rice

ÅThe challengesof the chosenschemesare quite
manageablethan the other fundingschemes. This

is because of the carefully selected funding

mechanismsfrom the menu of possibleschemes

for all the value chain actors. E.g. The challenge
with outgroweror leadfirm schemeto farmerscan

easilybe avoidedin the caseof VSLA. With input

dealers, the challenges of subsidy is more

manageablethan e.g. TradeCredit.

Scope of impact Comparative challenges

Å Giventhat MOFAhasdistrict offices throughout the
country, identifying and registering potential

beneficiarieswould be fasterunder the VSLAScheme

than if it were to be a lead-Firm or outgrower

scheme. Identifying lead firms, assessing them,
signingcontractswith them, and the selectedfirms

mobilisingfarmersunder the scheme(Nucleusfarmer

scheme)couldaffect the implementationtime of the

project.

Time for implementation
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The proposed funding mechanisms for the Food Systems Resilience Project  is a heterachy type but revolves around four key funding 
approach based on their viability, suitability, sustainability, risk level, expected time for implementation and level of expected impact

A genderedapproachto valuechaindevelopmentexaminesgenderinequalitiesin a valuechain. This helpsto improvethe

weakestrelationsin thevaluechainandassurea comprehensiveupgradingof its quality andgrowth. Thoughagricultureis

the main sourceof employmentfor both womenandmen in rural areasof Africa, womenareengagedin part-time and

seasonalemploymentandpredominantlyearnrelatively lower wages. Therefore,examiningthe participationof menand

womenin value chainsis importantas it revealsthe maleïfemaledistribution in the value chain and how participation

gainsaresharedbetweengenders(Mensah-Bonsuet al, 2019). This informssomeof thefundingmechanismselectedin the

abovetable. Anotherdimensionof thediscoursehasto do with areasmoredeprivedin Ghanathatmayneedsomekind of

supportdueto climateeffectandvariability. Thataspectis capturedby thelastcolumnof theheterachytable.

Generally,after fieldwork and literature it is clear that Agricultural VC financing comprisesboth internal flows of

financingbetweenparticipantsdirectly within the VC aswell as thosewho usea VC approachto determinehow to best

lend or invest in the VC to reducerisk and cost. Under both internal and externalVC financing, it is important to

understandthe AVC, the transactionsand its participantsôstrengthsweaknessesand opportunities,make use of the

relationshipsandmakefinancingdecisionsaccordingly
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The proposed funding mechanisms are based on their viability, suitability, sustainability, risk level, expected time for implementation 
and level of expected impact 

Products Purpose of intervention Proposed Funding Mechanism Recommended Action

Input dealers Retailers

Wholesalers

Seed Producers

Importers

1. Enhance reliable supply

2. Boost technical knowledge of products

3. Improve quality of products

4. Adequated and safe storage facilities

5. Transportation support

6. Working capital support

-Matching Grant 

-Partial Guarantees

-Interest rate subsidy

1. FSRP to set standard or criteria for actors to be selected for funding mechanism

2. FSRP to set Teams in charge of seed subsidy, Matching Grant and Interest rate 

subsidy

3. Select actors for the funding based on the approved criteria

4. Based on specific need of actor, apply the funding scheme

5. Monitor and periodically perform performance review of beneficiaries

Famers Small / 

marginal 

farmers

Large Farmers

1. Capital for production

2. Irrigation equipment

3. Extension services

4. Access to quality seed and agro-chemicals

5. Working capital support

6. Weather management issues

-Village Savings and Loans 

Association Funding (for small 

farmers)

-Seed Subsidy

    e.g Mobile seed centres

-Matching Grant  

-Partial Guarantees

-Interest rate subsidy

-Weather and yield based insurance

1. FSRP to a special team to be in charge of VSLAs

2. Team will embark on public education of the selected locations on VSLA

3. Team will help put existing VSLAs into proper structure and also form new VSLAs 

in line with approved guiding principles to be set by the FSRP

4. Fund should be issued to associations

5. Associations should be put into three categories (Grant Association, Interest-free 

Association and Low Interest Associations)

6. Periodic monitoring, review and recommendations should be made by the FSRP 

team to various associations

7. For the other funding mechanisms, FSRP should set Teams in charge of seed 

subsidy, Matching Grant, Interest rate subsidy and Credit Guarantee

8. Select actors for the funding based on the approved criteria

9. Monitor and periodically perform performance review of beneficiaries

1. Transportation support

2. Warehousing support

3. Working capital support

-Matching Grant to NAFCO to 

increase aggregator base

-Partial Guarantees

-Interest rate subsidy

1. FSRP to set standard or criteria for selecting actors

2. FSRP to Select actors for the funding based on the approved criteria

3. Based on specific need of actor, apply the funding scheme

4. Monitor and periodically perform performance review of beneficiaries

1. Capital expenditure support; eg. Processing and 

packaging plant, sorting and grading equipment

2. Adequated and safe storage facilities

3. Working capital support

-Partial Grant to capital equipment

-Credit Guarantee

-Interest rate subsidy for working 

capital 

1. FSRP to set standard or criteria for selecting actors

2. FSRP to Select actors for the funding based on the approved criteria

3. Based on specific need of actor, apply the funding scheme

4. Monitor and periodically perform performance review of beneficiaries

Value Chain Actors

MAIZE

Processors 

/ Packagers 

/ Distributors

Aggregators
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The proposed funding mechanisms are based on their viability, suitability, sustainability, risk level, expected time for implementation 
and level of expected impact 

Products Funding Mechanism Risks Mitigation actions Gender / Deprived support

Grant

-Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Mismanagement of funds by 

beneficiaries as recovery rate is zero 

(free money)

-Political intereference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Stagger the payment of grants and subsequent grants should 

be based on performance appraisal of initial grants

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends more grants with 

additional guidance to help women and 

deprived actors to achieve optimum impact of 

the FSRP.

Subsidy (Seed and 

Interest rate)

-Allocation of seed subsidy to wrong 

actors who may not use the subsidy for 

its intended purpose

-Mismanagement of funds by 

beneficiaries as recovery rate is zero 

(free money)

-Political intereference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Stagger the issuance of subsidy. Additional subsidy should be 

based on performance appraisal of initial subsidies

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends more subsidies 

experienced farmers, existing farmers, women 

and deprived actors to achieve optimum impact 

of the FSRP.

Village Savings and Loans 

Associations

-Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Mismanagement of funds by 

associations

-Risk of default by members

-Political intereference

-Careful appraisal and diligence in the formation of the 

associations

-Adequate education on the operations on VSLAs

-Set guiding principles for beneficiaries to follow

-Strict periodic post funding monitoring of actors

-Stagger the payment of funds and subsequent grants should 

be based on performance appraisal of initial funds

-Disconnect the FSRP from similar projects of the government

The VSLA will be categorised under three Tiers.

1. Tier 1 - Low interest fund

2. Tier 2 - No interest fund

3. Tier 3 - Grant fund

The Consultant recommends that the Tier 3 

associations should be dominated by women, 

start-ups, deprived communities, actors with 

special needs, etc.Credit Guarantee -Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Risk of default by beneficiaries

-Political interference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Amount of guarantee should be based on standard factors like 

the historical performance, existing businesses, etc

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends that FSRP should 

provide only partial credit guarantee to reduce 

the impact of default.

MAIZE
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The proposed funding mechanisms are based on their viability, suitability, sustainability, risk level, expected time for implementation 
and level of expected impact 

Products Purpose of intervention Proposed Funding Mechanism Recommended Action

Input dealers Retailers

Wholesalers

Seed Producers

Importers

1. Enhance reliable supply

2. Boost technical knowledge of products

3. Improve quality of products

4. Adequated and safe storage facilities

5. Transportation support

6. Working capital support

-Matching Grant 

-Partial Guarantees

-Interest rate subsidy

1. FSRP to set standard or criteria for actors to be selected for funding mechanism

2. FSRP to set Teams in charge of seed subsidy, Matching Grant and Interest rate 

subsidy

3. Select actors for the funding based on the approved criteria

4. Based on specific need of actor, apply the funding scheme

5. Monitor and periodically perform performance review of beneficiaries

Famers Small / 

marginal 

farmers

Large Farmers

1. Capital for production

2. Irrigation equipment

3. Extension services

4. Access to quality seed and agro-chemicals

5. Working capital support

6. Weather management issues

-Village Savings and Loans 

Association Funding (for small 

farmers)

-Seed Subsidy

    e.g Mobile seed centres

-Matching Grant  

-Partial Guarantees

-Interest rate subsidy

-Weather and yield based insurance

1. FSRP to a special team to be in charge of VSLAs

2. Team will embark on public education of the selected locations on VSLA

3. Team will help put existing VSLAs into proper structure and also form new VSLAs 

in line with approved guiding principles to be set by the FSRP

4. Fund should be issued to associations

5. Associations should be put into three categories (Grant Association, Interest-free 

Association and Low Interest Associations)

6. Periodic monitoring, review and recommendations should be made by the FSRP 

team to various associations

7. For the other funding mechanisms, FSRP should set Teams in charge of seed 

subsidy, Matching Grant, Interest rate subsidy and Credit Guarantee

8. Select actors for the funding based on the approved criteria

1. Transportation support

2. Warehousing support

3. Working capital support

-Matching Grant to NAFCO to 

increase aggregator base

-Partial Guarantees

-Interest rate subsidy

1. FSRP to set standard or criteria for selecting actors

2. FSRP to Select actors for the funding based on the approved criteria

3. Based on specific need of actor, apply the funding scheme

4. Monitor and periodically perform performance review of beneficiaries

1. Capital expenditure support; eg. Processing and 

packaging plant, sorting and grading equipment

2. Adequated and safe storage facilities

3. Working capital support

-Partial Grant to capital equipment

-Credit Guarantee

-Interest rate subsidy for working 

capital 

1. FSRP to set standard or criteria for selecting actors

2. FSRP to Select actors for the funding based on the approved criteria

3. Based on specific need of actor, apply the funding scheme

4. Monitor and periodically perform performance review of beneficiaries

Value Chain Actors

RICE

Aggregators

Processors 

/ Packagers 

/ Distributors
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The proposed funding mechanisms are based on their viability, suitability, sustainability, risk level, expected time for implementation 
and level of expected impact 

Products Funding Mechanism Risks Mitigation actions Gender / Deprived support

Grant

-Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Mismanagement of funds by 

beneficiaries as recovery rate is zero 

(free money)

-Political intereference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Stagger the payment of grants and subsequent grants should 

be based on performance appraisal of initial grants

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends more grants with 

additional guidance to help women and 

deprived actors to achieve optimum impact of 

the FSRP.

Subsidy (Seed and 

Interest rate)

-Allocation of seed subsidy to wrong 

actors who may not use the subsidy for 

its intended purpose

-Mismanagement of funds by 

beneficiaries as recovery rate is zero 

(free money)

-Political intereference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Stagger the issuance of subsidy. Additional subsidy should be 

based on performance appraisal of initial subsidies

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends more subsidies 

experienced farmers, existing farmers, women 

and deprived actors to achieve optimum impact 

of the FSRP.

Village Savings and Loans 

Associations

-Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Mismanagement of funds by 

associations

-Risk of default by members

-Political intereference

-Careful appraisal and diligence in the formation of the 

associations

-Adequate education on the operations on VSLAs

-Set guiding principles for beneficiaries to follow

-Strict periodic post funding monitoring of actors

-Stagger the payment of funds and subsequent grants should 

be based on performance appraisal of initial funds

-Disconnect the FSRP from similar projects of the government

The VSLA will be categorised under three Tiers.

1. Tier 1 - Low interest fund

2. Tier 2 - No interest fund

3. Tier 3 - Grant fund

The Consultant recommends that the Tier 3 

associations should be dominated by women, 

start-ups, deprived communities, actors with 

special needs, etc.Credit Guarantee -Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Risk of default by beneficiaries

-Political interference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Amount of guarantee should be based on standard factors like 

the historical performance, existing businesses, etc

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends that FSRP should 

provide only partial credit guarantee to reduce 

the impact of default.

RICE
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The proposed funding mechanisms are based on their viability, suitability, sustainability, risk level, expected time for implementation 
and level of expected impact 

Products Purpose of intervention Proposed Funding Mechanism Recommended Action

Input dealers Retailers

Wholesalers

Seed Producers

Importers

1. Enhance reliable supply

2. Boost technical knowledge of products

3. Improve quality of products

4. Adequated and safe storage facilities

5. Transportation support

6. Working capital support

-Matching Grant 

-Partial Guarantees

-Interest rate subsidy

1. FSRP to set standard or criteria for actors to be selected for funding mechanism

2. FSRP to set Teams in charge of seed subsidy, Matching Grant and Interest rate 

subsidy

3. Select actors for the funding based on the approved criteria

4. Based on specific need of actor, apply the funding scheme

5. Monitor and periodically perform performance review of beneficiaries

Famers Small / 

marginal 

farmers

Large Farmers

1. Capital for production

2. Irrigation equipment

3. Extension services

4. Access to quality seed and agro-chemicals

5. Working capital support

6. Weather management issues

-Village Savings and Loans 

Association Funding (for small 

farmers)

-Seed Subsidy

    e.g Mobile seed centres

-Matching Grant  

-Partial Guarantees

-Interest rate subsidy

-Weather and yield based insurance

1. FSRP to a special team to be in charge of VSLAs

2. Team will embark on public education of the selected locations on VSLA

3. Team will help put existing VSLAs into proper structure and also form new VSLAs 

in line with approved guiding principles to be set by the FSRP

4. Fund should be issued to associations

5. Associations should be put into three categories (Grant Association, Interest-free 

Association and Low Interest Associations)

6. Periodic monitoring, review and recommendations should be made by the FSRP 

team to various associations

7. For the other funding mechanisms, FSRP should set Teams in charge of seed 

subsidy, Matching Grant, Interest rate subsidy and Credit Guarantee

8. Select actors for the funding based on the approved criteria

1. Transportation support

2. Warehousing support

3. Working capital support

-Matching Grant to NAFCO to 

increase aggregator base

-Partial Guarantees

-Interest rate subsidy

1. FSRP to set standard or criteria for selecting actors

2. FSRP to Select actors for the funding based on the approved criteria

3. Based on specific need of actor, apply the funding scheme

4. Monitor and periodically perform performance review of beneficiaries

1. Capital expenditure support; eg. Processing and 

packaging plant, sorting and grading equipment

2. Adequated and safe storage facilities

3. Working capital support

-Partial Grant to capital equipment

-Credit Guarantee

-Interest rate subsidy for working 

capital 

1. FSRP to set standard or criteria for selecting actors

2. FSRP to Select actors for the funding based on the approved criteria

3. Based on specific need of actor, apply the funding scheme

4. Monitor and periodically perform performance review of beneficiaries

Value Chain Actors

SOYA

Aggregators

Processors 

/ Packagers 

/ Distributors
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The proposed funding mechanisms are based on their viability, suitability, sustainability, risk level, expected time for implementation 
and level of expected impact 

Products Funding Mechanism Risks Mitigation actions Gender / Deprived Support

Grant

-Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Mismanagement of funds by 

beneficiaries as recovery rate is zero 

(free money)

-Political intereference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Stagger the payment of grants and subsequent grants should 

be based on performance appraisal of initial grants

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends more grants with 

additional guidance to help women and 

deprived actors to achieve optimum impact of 

the FSRP.

Subsidy (Seed and 

Interest rate)

-Allocation of seed subsidy to wrong 

actors who may not use the subsidy for 

its intended purpose

-Mismanagement of funds by 

beneficiaries as recovery rate is zero 

(free money)

-Political intereference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Stagger the issuance of subsidy. Additional subsidy should be 

based on performance appraisal of initial subsidies

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends more subsidies 

experienced farmers, existing farmers, women 

and deprived actors to achieve optimum impact 

of the FSRP.

Village Savings and Loans 

Associations

-Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Mismanagement of funds by 

associations

-Risk of default by members

-Political intereference

-Careful appraisal and diligence in the formation of the 

associations

-Adequate education on the operations on VSLAs

-Set guiding principles for beneficiaries to follow

-Strict periodic post funding monitoring of actors

-Stagger the payment of funds and subsequent grants should 

be based on performance appraisal of initial funds

-Disconnect the FSRP from similar projects of the government

The VSLA will be categorised under three Tiers.

1. Tier 1 - Low interest fund

2. Tier 2 - No interest fund

3. Tier 3 - Grant fund

The Consultant recommends that the Tier 3 

associations should be dominated by women, 

start-ups, deprived communities, actors with 

special needs, etc.Credit Guarantee -Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Risk of default by beneficiaries

-Political interference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Amount of guarantee should be based on standard factors like 

the historical performance, existing businesses, etc

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends that FSRP should 

provide only partial credit guarantee to reduce 

the impact of default.

SOYA
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The proposed funding mechanisms are based on their viability, suitability, sustainability, risk level, expected time for implementation 
and level of expected impact 

Products Purpose of intervention Proposed Funding Mechanism Recommended Action

Input suppliers Feed millers

Feed 

distributors

Farmers (maize 

& soya bean)

1. Enhance reliable supply of raw materials

2. Improve quality of feed

3. Adequate and safe storage facilities

4. Transportation support

5. Working capital support

-Interest Free Capital (Working / 

Investment Capital) 

-Feed subsidy

-Interest rate rebate

-Partial Grant

1. FSRP to set standard or criteria for actors to be selected for funding mechanism

2. FSRP to set up a team in charge of feed subsidy, Grant and Interest rate subsidy

3. Identify and register key input suppliers 

4. Select actors for the funding based on the approved criteria

5. Based on specific need of actor, apply the funding scheme

6. Monitor and periodically perform performance review of beneficiaries

Famers Small / 

marginal 

farmers

Large Farmers

1. Capital for production

2. Working capital (especially feed)

3. Vertinary services

4. Transportation support

-Interest Free Capital (Working / 

Investment Capital) 

-Feed subsidy

-Interest rate rebate

-Partial Grant

1. FSRP to set standard or criteria for actors to be selected for funding mechanism

2. FSRP to set up a team in charge of feed subsidy, Grant and Interest rate subsidy

3. Identify and register poultry farmers for the FSRP project

4. Select actors for the funding based on the approved criteria

5. Develop a strong relationship between farmers and input suppliers so that poultry 

feed will be readily available at subsidised rates.

6. Based on specific need of actor, apply the funding scheme

7. Monitor and periodically perform performance review of beneficiaries

1. Transportation support

2. Warehousing support

3. Working capital support

-Interest Free Capital (Working / 

Investment Capital) 

-Interest rate rebate

-Partial Grant

1. FSRP to set standard or criteria for actors to be selected for funding mechanism

2. FSRP to set up a team in charge of feed subsidy, Grant and Interest rate subsidy

3. Identify and register poultry aggregators for the FSRP project

4. Select actors for the funding based on the approved criteria

5. Develop a strong relationship between aggregators and farmers so that market for 

the poultry

6. Based on specific need of actor, apply the funding scheme

7. Monitor and periodically perform performance review of beneficiaries

1. Capital expenditure support; eg. Processing and 

packaging plant, sorting and grading equipment

2. Adequated and safe storage facilities

3. Working capital support

-Partial Grant for capital equipment

-Credit Guarantee

-Interest rate subsidy for working 

capital 

1. FSRP to set standard or criteria for actors to be selected for funding mechanism

2. FSRP to set up a team in charge of feed subsidy, Grant, Interest rate subsidy and 

Credit Guarantee

3. Identify and register poultry processors, packagers and distributers

4. Based on specific need of actor, apply the funding scheme

4. Monitor and periodically perform performance review of beneficiaries

Value Chain Actors

POULTRY

Aggregators

Processors 

/ Packagers 

/ Distributors
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The proposed funding mechanisms are based on their viability, suitability, sustainability, risk level, expected time for implementation 
and level of expected impact 

Products Funding Mechanism Risks Mitigation actions Gender / Deprived Support

Grant

-Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Mismanagement of funds by 

beneficiaries as recovery rate is zero 

(free money)

-Political intereference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Stagger the payment of grants and subsequent grants should 

be based on performance appraisal of initial grants

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends more grants with 

additional guidance to help women and 

deprived actors to achieve optimum impact of 

the FSRP.

Subsidy (Seed and 

Interest rate)

-Allocation of seed subsidy to wrong 

actors who may not use the subsidy for 

its intended purpose

-Mismanagement of funds by 

beneficiaries

-Political intereference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Stagger the issuance of subsidy. Additional subsidy should be 

based on performance appraisal of initial subsidies

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends more subsidies 

experienced farmers, existing farmers, women 

and deprived actors to achieve optimum impact 

of the FSRP.

Village Savings and Loans 

Associations

-Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Mismanagement of funds by 

associations

-Risk of default by members

-Political intereference

-Careful appraisal and diligence in the formation of the 

associations

-Adequate education on the operations on VSLAs

-Set guiding principles for beneficiaries to follow

-Strict periodic post funding monitoring of actors

-Stagger the payment of funds and subsequent grants should 

be based on performance appraisal of initial funds

-Disconnect the FSRP from similar projects of the government

The VSLA will be categorised under three Tiers.

1. Tier 1 - Low interest fund

2. Tier 2 - No interest fund

3. Tier 3 - Grant fund

The Consultant recommends that the Tier 3 

associations should be dominated by women, 

start-ups, deprived communities, actors with 

special needs, etc.Credit Guarantee -Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Risk of default by beneficiaries

-Political interference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Amount of guarantee should be based on standard factors like 

the historical performance, existing businesses, etc

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends that FSRP should 

provide only partial credit guarantee to reduce 

the impact of default.

POULTRY
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Executive summary | Financial Impact of Selected Mechanism
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Average variable cost per 1 acre 
land for a planting season

GHS 5,354

and GHS 2,150 fixed cost 

Average variable cost per 1 acre 
land for a planting season

GHS 4,238

and GHS 2,000 fixed cost 

Average variable cost per 1,000 birds

GHS 65,000

and GHS 43,200 fixed cost 

Average variable cost per 1 acre 
land for a planting season

GHS 2,464

and GHS 2,150 fixed cost 

Average Annual Return on Investment

56.1%without the FSRP Fund                           

compared to 

72.9%with the FSRP Fund                           

Average annual Return on Investment

26.1%without the FSRP Fund                           

compared to 

40.2%with the FSRP Fund                           

Average annual Return on Investment 

29.3%without the FSRP Fund                           

compared to 

57.8%with the FSRP Fund                           

Average annual Return on Investment 

49.9%without the FSRP Fund                           

compared to 

66.8%with the FSRP Fund                           

5 Year Net Present Value (NPV)

GHS 15,418without the FSRP 

Fund

compared to 

GHS 19,880with the FSRP 

Fund

5 Year Net Present Value (NPV)

GHS 5,829 without the FSRP 

Fund                                          

compared to 

GHS 9,530with the FSRP 

Fund                           

5 Year Net Present Value (NPV)

GHS 22,013without the FSRP 

Fund  

compared to 

GHS 124624 with the 

Fund

5 Year Net Present Value (NPV)

GHS 6,649without the FSRP 

Fund

compared to 

GHS 8,997with the FSRP 

Fund 

Maize value Chain Poultry (Broiler) Value Chain Rice Value Chain Soya Bean Value Chain

Below is a highlight of the comparative financial analysis (With vs Without Project Financial Impact on Farmers)
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Value Chain Analysis
ςMaize, Rice, Soya Bean and Poultry
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Value Chain Analysis | Maize

Overview

Sources of Funds (Cont.)
Å Aggregatorsprovidesupport to maizefarmersthrough pre-financingof the

farming activities at an agreed rate per amount disbursed. The farmers
repayin kind with bagsof maizeasagreedat the beginningof the farming
season.

Å Financingby Aggregatorshasbeen challengingfor the farmersbecauseof
exploitationby someaggregatorswho requiremorebagsof maize. Also,the
basisof relating glut seasonprices which are generally low, to the loan
repaymentnegativelyaffectstheŦŀǊƳŜǊΩǎincome.

Market for Maize
Å The farmers indicated that there is a significant demand for maize.

However,this is mostly on an informal basiswhere the harvestedmaizeis
soldto availableindividualson marketdaysat ongoingmarketpricesbased
on demandandsupplyfactors.

Å There are only a few formalized market arrangementswith aggregators
who pick the bags of maize from the farmers at already agreed prices
especiallyif the aggregatorspre-financedthe productionof the maize.

ÅMajority of the farmersrequire someform of guaranteedpricesto assure
them of decent incomesfrom maizeproduction especiallyin glut seasons.
Thiswill alsopreventmiddlemenfrom gainingat the expenseof the farmers
whoseability to pay backloansor fund their farming activitiestend to be
affected.

Å The farmers believe NAFCO,as a result of restricted funds has not been
effective in buyingoff excessmaizein the market for storageand ensuring
guaranteedpricesin the market.

ÅOff-taker arrangementsfor the harvestedmaizewill provebeneficialto the
farmerswho expressedkeeninterestin partaking.

Overview

Situational Analysis of Maize Value Chain Actors
Å The maize production value chain actors include farmers, input dealers,

aggregators,transporters,warehouseowners,processorsand marketers. The
lackof support from financialinstitutions suchascommercialbanksand rural
banksin financingthe valuechainactorsin the maizeproductionsector,high
input cost and farm maintenancecost hasresulted in reduction in farm sizes
andproduction.

Sourcesof Funds
Å Fromthe focusgroupdiscussionsheld, majority of the maizefarmersdepend

on loans from VillageSavingsand Loans(VSLA)groupsrun at the local level
under the farmer based organizationsin financing their farming activities.
Contributionsto VSLAloan schemesserveas the basisto accessingthe loan
supportfor farmingmaizein the communitiesandour researchshowsthat this
practicehasworkedwell overthe periodwith low default rates.

ÅOwnershipof the VSLAhasbeenoneof the majordriversfor the repaymentof
the loansby farmerswithin the maizesector as well as the benefit of profit
sharing.

Å Personalincomesfrom savingsfrom farm produce and animal sale is also
anotheralternativeof financingfor the maizefarmers. Thissourceis however
not enoughto caterfor inputsandfarm maintenancefor the maizeseason.

Å A few of the maizefarmershavereceivedloansupport from somerural banks
includingBulsaCommunitybanksin the catchmentarea. TheBulsacommunity
bankgivesout grouploansto the farmerswhere repaymentsare madenot as
individualsbut as group hence a default by one person affects the group
credibilityandgroupmembersthusmembersholdeachother accountable.
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Funding remains a key factor in the maize value chain as the current financing alternatives are not sufficient to equip farmers to meet 
the growing demands  and opportunities in the market.
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Value Chain Analysis | Maize

Overview

Need for Credit
Å Thetable alsoshowsthe needfor a fundingmechanismto support farmersto

acquire maize production inputs. The maize farmers in the areas visited
showeda stronginterest in accessingfundsto supporttheir maizeproduction.

Å Farmers in these communities are grouped under the farmer based
organisationsat the community level. The District Agriculture office is well
accustomed to this structure and assignsAgricultural Extension Officers
accordingly.

Å Themaizefarmersalsoexpressedangstabout the structureandconditionsof
loans and support advancedto maize producers in the past. Farmersare
required to provide guarantorsfor loans from CommercialBanksand Rural
bankswith interest rates rangingfrom 29% to 40% and those who turn to
Micro FinanceInstitutions pay as high as 10% per month, which amountsto
60%per the sixƳƻƴǘƘǎΩperiod.

Å Additionally,the timing for repaymentof loansdoesnot allow the farmersto
properly usethe funds assomeof the credit institutions demandrepayment
immediatelythe loansare disbursedwithout waiting for harvestingperiods.
Farmerstherefore only havethe option of usingthe sameloansmeant to buy
inputs to service the loan which affects production and yields and hence
impairtheir ability to repaythe loans.

Overview

Need for Credit
Å Themaizefarmersrequire funds to purchaseinputs suchasseeds,fertilizers,

chemicalsetc however, the astronomicalincreasein pricesof suchinputs in
2022hasmademaizefarmerssusceptibleto low yieldsandlow incomes.

Å Theincreasein input costcallsfor supportof whichmajority of maizefarmers
who participated in the focus group discussionsrevealedsuchsupport does
not exist beyond the VSLAand personalfinancing. The perceivedrisk in the
agriculturesectorespeciallywith the productionof maizehasdeterred most
financialinstitutionsfrom committingresources.

Å Farmerswho haveregisteredfor supportunder the plantingfor food and jobs
are not able to fully benefit as the required inputs come late thus not
unsuitablefor the rain fed natureof the maize.

Å The table below showsresponsesfrom the focusgroup discussionson yield
figures for maize production for farmers on the usageof fertilizers in the
cultivationof maizefor anacreof landin 2022:
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Lack of funding or credit avenues for the growing market size of maize production results in low yield and income for farmers. Hence 
the need to support farmers to acquire basic inputs like fertilizers and other input to scale production.

District Community
Maize Yields (Bags) per Acre 

with Fertilizer

Maize Yields (Bags) per Acre 

without Fertilizer

Bulsa South Fumbisi 12 4

Mampurugu Moaduri Kubogu 13 4

Karaga Karaga 15 3

Savelugu Nakpanzoo 15 5

Kumbugu Zangbalum 7 2

Tolon Woribogu 10 2

Kintampo North Kintampo 13 4

Techiman Municipal Bankai 22 5

Nkoranza North Busunya 10 2
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Value Chain Analysis | Maize

Overview

Maize input dealers
Å Agricultural input dealersin our researchcomprisestable top dealers,small

retail shopowners,fertilizer andchemicalwholesalers.
Å The agricultural input dealerssell fertilizer (Sulphateof ammonia,NPKand

Urea),cropprotectionchemicals,agriculturaltools,seedsandanimalfeed.
Å The majority of the input enterprisesare family owned, sole ownerships,

establishedandoperatedfromƻǿƴŜǊǎΩown funds. Themajorityof agricultural
dealers that sell chemicals sell directly to smallholder farmers in the
communities.

ÅMost of the pesticidesellersin the communityoperateon a smallscalewith
very limited stock options due to inadequateworking capital. Purchasesof
stock are done either in the open market or with identified wholesalersin
majortowns.

ÅMajority of the input dealers rely on personal funds to run their business
operations. However, there are other alternativesof receivinggoods from
suppliers on credit after depositing a specified amount for which the
outstandingamountissettledwithin anagreedperiod.

ÅMost of the input dealershavenot madeany effort of approachingbanksfor
loansbut the few who attempted seekingbanksloansthoughsuccessful,saw
the conditions to be unfavorable as high interest rates affects their
profitability.

Å Theinput dealersmostlydemandcashpaymentwith little credit arrangements
to farmersaspast experiencesrevealeddefault by somefarmersin repaying
the inputs supplied. Nonetheless,some of the input dealers are ready to
provide credit to identified farmers who come as a group. In this case,the
responsibilityfor repaymentwill fall on the groupleadersasthe input dealers
will not havethe capacityandtime to follow up on debts.

Overview

Risk to Loan Repayment on Group Loans
Majority of the farmersidentifiedthe followingasthe mainriskto loandefaults;
Å Structureof loanrepaymentandtenurewhichcallsfor immediaterepayment
Å Highinterestratesattachedto the loans
Å Lowyieldsfrom the farms
Å Latedisbursementof loans
Å Politicizationof agriculturesupportto farmerswhere farmersseesuchsupport

asa rewardfor their supportto a particulargovernmentin power
Å Lackof capacityon the part of farmers in handling loans to support maize

production
Å Lackof proper arrangementsfor supplyof quality inputs under suchsupport

for maizeproduction
ÅMajority of farmerscomplainedof delaysin receivingfunds/loanswhether in

cashor kind which normally goesbeyondthe planting seasonand suchloans
cannotbe appliedappropriatelyfor easypayback.

Suggestions on Loans to Support Maize Production
The FocusGroup Discussioncame up with suggestionsfor future loans to be
structuredaslistedbelow;
ÅGroup loans should be encouragewhere farmers have the opportunity to

choosetheir groupmembersin smallergroups(10membersin a group)
Å A componentof the loanor supportshouldcomein the form of inputsandalso

cashto supportthe maizeproduction
Å Thefarmerssuggestedaninterestrate between6%to 10%on loans
Å Loan repayment should include a moratorium to be paid at the time of

harvesting
Å A proper arrangementwith an off-taker for their maizewheredirect payments

aremadeat source
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The traditional method of securing loans through  the group lending scheme has proven to be an easily accessible way of funding for 
maize farmers.  This includes local input dealers who are willing to give stocks on credit to the farmers.
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Value Chain Analysis | Poultry

Overview

HatcheryProductionunderPoultry
Å The team visited Darko Farmsas a Hatcheryin the poultry value chain and

observedthe companyhasthe capacityto hatchhealthydayold chicksfor the
Ghanaianmarket especiallyin the middle belt. The facility has the needed
ŜǉǳƛǇƳŜƴǘΩǎand personnel to produce to meet the needs of the poultry
farmersand to reducethe importation of DOCfrom Ivory Coastand Europe.
However,the farm is unableto hatch to their full capacitydue to funds. The
Managerindicatedthat operatingthe hatcheryis a profitable businessif the
right support is made availableand there is an existingmarket for the DOC.
TheManageralsoindicatedthat profitability on the hatcherygoesup to 25%if
the right supportisavailable.

Å Their main source of funding the hatchery is from personal sourcessince
enoughsupportdoesnot existin the credit space.

BroilerProductionin the Communities
Å Broilerproductionin Ghanais fraughtwith somechallengessuchasthe lackof

marketing opportunities in the local market which is currently flooded by
cheapimportedfrozenchicken.

Å About 20% of the poultry farmers interviewed indicated that they breed
broilers with an average capacity of 300 birds due to high feed cost,
medicationanda lackof off-takerto purchasethe broilers.

ÅMajority of the farmersbreed the broilers towards festivitiessuchas Easter,
RamadanandChristmaswith Christmasbeingthe mostprofitableseason. The
broilerson the averagearesoldoff from 8 weeksto 12 weeksat a sellingprice
basedon the weight of the birdswhichnormallyrangesfrom GH80 to GH200
dependingon location. In December2022, somefarmersin Temasoldbroilers
at GH200whilesfarmersin DormaaAhenkroandother hinterlandscouldonly
sell a bird at maximum of GH150 during the Christmasseason. The selling
weightof broilersis from 3kgto 4.5kg.

Overview

Situational Analysis of Poultry Value Chain Actors
Å The poultry sector continuesto play a key role in the provision of protein

content of the populationof Ghana. Theissuesfacingpoultry farmersin the
areasvisited includedlackof capital,high feed cost,competition from heavily
imported birds especiallybroiler production, lack of secured market for
poultry products,high price of day old chicks(DOC),quality of DOC,lack of
knowledge of disease outbreak and high cost of transporting poultry
infrastructure.

Å The poultry value chain includes hatchery, Poultry farmers, feed
millers/sellers,drugs sellers,marketers,restaurantsetc. The successof the
poultry industryin Ghanaisdependenton three (3) pillarsnamely;

o Environment
o Chicksand;
o Nutrition

Å The environment includes the structure and its sighting which takes into
consideration space and handling of bio security to prevent outbreak of
diseases. Also, the selection and hatchery of DOC is important to the
successfuloperation of poultry as their survival is linked to the production
from the hatcherybackedby researchand developmentof the birds for the
Ghanaianmarket. Lastly,the nutrition content is key to the survivalof the
birdsandquality feedproduction. Thesethree pillarsare key indicatorsto the
poultry fundingmechanismin Ghana.

Å The farmers face challengesin accessingcredit for their business. These
challengesstem from the commonpremiseamongfinancial institutions that
poultry businessishighriskthusthe lackof interest to loanto poultry farmers.
Thefew who successfullysecuredloansindicatedthe interest rateswere high
and no moratorium was given for the repayment of the loans for either
broilersandlayersproducersrespectively.

Executive Summary
Value

Chains Analysis
Funding 

Mechanisms

Proposed Funding 

Mechanism
Financial & 

Economic Analysis

Risks and 

Mitigations
Literature Review Appendices

Poultry production in Ghana is underpin by three main factors such as the Environment, Chicks and Nutrition. Although there are 
opportunities identified in the sector, the cost of financing remains a major step back to this.
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Value Chain Analysis | Poultry

Overview

BroilerProductionin the Communities(Cont.)
Å The broiler ŦŀǊƳŜǊΩǎmain challengesare high feed cost, biosecurity issues,

shortageof maizeandsoybeanfor feedpreparation,anddifficulty in sellingoff
the birds due to uncontrolledaccessof the Ghanaianmarket with imported
frozen chicken. Majority of the farmers in the poultry industry lack support
from the banksdue to the risk involved in broiler production and failure by
some farmers in the past to pay back loans has made it difficult to access
loans.

Å The broiler farmers need external support in terms of feed, medicine and
funds to support production in the country. Most of them are open to loans
rangingfrom 5%to 15%interest ratesstructuredto support their production
with a moratoriumto payat the endof the productioncycle.

LayersProduction
Å Theaverageyearsof operatingthe layerbusinessamongthe respondentswas

10 years. Majority of the poultry farmersareproducinglayerswith anaverage
productionof 1000birdsin the communitiesvisited.

Å Layerfarmersalsofacethe challengeof highfeedcost,biosecurityissues,high
cost of medicineand difficulty in sellingoff the layers due to uncontrolled
accessof the Ghanaianmarket to imported frozen chicken. Majority of the
farmersin the poultry industrymentionedthe lackof support from the banks
for the line of business.

Å A few farmersat the Sunyaniand DormaaAhenkroMunicipalitiesmentioned
that they got loansfrom ADBin 2017with an interest rate of 22%. Today,the
averagecommercialbank interest rate is 36% which hasevenmade it more
difficult to securecredit.
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Overview

Needfor Credit
Å In manyof the areasvisited,the farmersexpresstheir inability to produceat

capacityasworrying due to high cost of productionespeciallypoultry feed
and shortageof maizeand soybeanin the local market. Farmersindicated
that in 2020, a tonnageof poultry feed was GH1500 but currently, it cost
GH6400to preparethe sametonnagedueto increasesin maizeandsoybean
prices as well as increase in prices of prepared poultry feed especially
importedfeed.

Å At DormaaAhenkro,the farmersrespondedthat their farmsareoperatingat
30%capacitydueto challengesthey facein the productionof layers.

Å Theresponsesfrom the farmersarepresentedin Table1 below:

Poultry Farmers represented Birds  Capacity Birds Capacity StockPercentage to Capacity

GHS GHS %

Farmer A 6,000 2,000 33%

Farmer B 52,000 15,000 29%

Farmer C 11,000 1,000 9%

Farmer D 80,000 45,000 56%

Farmer E 16,000 6,000 38%

Farmer F 4,000 0 0%

Farmer G 15,000 5,000 33%

Farmer H 7,000 3,000 43%

Farmer I 27,000 7,000 26%

Table 1: Farmer responses to capacity and usage for the production of layers at 
the Dormaa Ahenkro Municipality.

CapacityandUsagefor the productionof layers

The high cost of poultry production reduces the poultry farmers ability to produce at high capacity with some farms producingat
levels below 50% around the DormaaAhenkroMunicipality.
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Value Chain Analysis | Poultry

Overview

CŀǊƳŜǊǎΩsuggestionson Loansto SupportPoultry ValueChain
ÅMoratoriumto farmers(broilersandlayersfarmers)for at least6 months
Å Farmersshouldbeawareof interestsubventionscheme.
Å Funders can identify recognizedhatcheries and feed millers to supply

qualitydayold chicksandfeedrespectivelyto poultry farmers.
Å Clearpolicy to reduceimport in placeof localproduction to enablebroiler

farmersto selllocally(Arrangementof 40/60)
Å Poultry credit deskshouldbe set up by the banksto undertakeadequate

riskmanagementtoolsin consultationwith PoultryŦŀǊƳŜǊΩǎassociation.
Å Any loans to the poultry sector should include support for maize and

soybeanproducersto supportthe feedsector.
Å Build technical capacity and fostering introduction of risk mitigating

schemesareessentialtoolsneededto guaranteequalitycredit delivery.

FeedMillers
Å The team met with some feed millers who were also poultry farmers in

DormaaAhenkro,Sunyaniand Kumasioperating their mills at small and
mediumsizelevelsto support poultry production. At the smallscalelevel,
the feed millers produce the feed for their farms but not on commercial
purpose. Themediumscalefeedmillersdo producefor their farmsandalso
sellto the localmarket.

Å The main components of their feed are maize, soybean, shells and
concentrateswhicharecombinedin the appropriatequantitiesto meet the
growthneedsof the birds.

Å Themainchallengesof the feedmillersare lackof financeto buymaizeand
soybeanin large quantities on seasonfor storage and production which
reducesthe cost of raw materials. There is also shortageof maize and
soybeanwhichaffectsthe pricesof their products.

Overview

Actorsmajor sourcesof fund
ÅMajority of the indicated that they receive finance from the sourceslisted

below;
o Individual/Personalfinance
o Familyandfriendssupport
o Financialinstitution-ADB,Communityandrural Banks

Challengesfacedby farmersin accessingcredit.
Thepoultry farmersfaceda lot of challengesin accessingcreditwhichincludes;

o Banksbelievethat, there ishighriskinvolvedin poultry leadingto lack
of interestof financialinstitutions

o Highinterestrate
o Nomoratoriumgrantedfor loansto poultry farmers.
o Requestfor landedproperty in particularareasto qualifyfor loans
o Lackof availablepoultry processingfactoriesto operateasoff takers

to processthe chickenfor the market

CŀǊƳŜǊǎΩsuggestionson Loansto SupportPoultry ValueChain
The FocusGroup Discussioncame up with suggestionsfor future loans to be
structuredaslistedbelow;

o Integrated insurancepolicy-for poultry farmers and actors in the
valuechain;

o Cooperativesassociatedwith the industry can be brought in to
channelthe loansthroughpoultry farmers.

o Developpool of mentors and align poultry farmers to work under
them andchannelloansthroughsuchmodels.

o Support with technical assistanceprogram to include veterinary
servicesand businessmanagementby banksand private economic
agentsinvolvedin agriculturalvaluechain;

Executive Summary
Value

Chains Analysis
Funding 

Mechanisms

Proposed Funding 

Mechanism
Financial & 

Economic Analysis

Risks and 

Mitigations
Literature Review Appendices

Provision of future loans for poultry farmers with structured payback methods and assisting programs would greatly contributeto
large scale production.
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Value Chain Analysis | Rice

Overview

Sources of Funds (Cont.)
Å Ricefarmersmainly financetheir farms from personalsavingsand monies

from family members working in the cities. This source is normally not
enoughto caterfor inputsandfarm maintenance.

Å A few of the rice farmers at the focus group discussionat GomoaEast,
Karagaand Savulugudistricts indicated that they received loan support
from banksandother financialinstitution basedon their salariesfrom their
formal employments and not as farmers. They complained about how
difficult it is to secure finance for farm activities and if successful,the
interest rate is highwhichmakesrepaymentdifficult. Theylackcollateralto
supportsuchloansfrom banksandother financialinstitutions.

Å Thestory wasdifferent at the MampuruguMoaduri district where the rice
farmersrevealedreceivingloansfrom the Bulsacommunitybankwhichwas
disburse to groups for rice cultivation. Repaymentsare made not as
individualsbut as group hencea default by one personaffects the group
credibilityandgroupmemberstherefore memberspayup to avoiddefault.
None of the farmers defaulted in the loan disbursedto them due to the
groupsystem.

Å TheFGDalsorevealedthat marketersfrom the citiesprovidesupportto rice
farmersthroughpre-financingof the farmingactivitiesat anagreedrate per
amountgivenwhere farmerspay in kind with bagsof rice asagreedat the
beginningof the farmingseason. Thefarmersbelievethe rate of converting
the cash into bags of rice is not favourable to them as the marketers
normallyrequiremorebagsof ricefor the loanrepayment.

ÅMost of the rice ŦŀǊƳŜǊΩǎrely on loansfrom cooperatives(VillageSavings
and Loans(VSLA)groups)run at the local levelaspart of the farmer based
organisations. Contributionsto VSLAloan schemesserve as the basisto
accessloan support for rice farmers in the communitieswith low default
rates.

Overview

Situational Analysis of Rice Value Chain Actors
Å Riceis a staplecrop in the Ghanaiandiet and alsoplaysan important role in

incomegenerationfor its valuechainactors in Ghana. Ricedemandover the
period continuesto rise due to population growth and the increasein per
capita consumptionof rice (0.5% per year). However,only 43% of the rice
demandin Ghanaismet by domesticproduction,the remaining57%is met by
rice imports(AgricultureResearchfor sustainableDevelopment(CIRAD,2007).

Å Therice productionvaluechainactorsincludeseedproducers,farmers,input
dealers, aggregators, transporters, warehouse owners, processors and
marketers. The percentageof rice farming is largely increasing. The major
constraints for the developmentof rice production chain during the Focus
GroupDiscussionshighlightedinclude inadequateaccessto inputs (seedand
fertilizer), inadequateharvestingand post-harvestmanagementtechnologies,
and the weak local rice marketing systemand post-harvest losseswhich is
projectedto be 4% on averageof riceproducedin 2022.

Sourcesof Fundsfor RiceProduction
Å Inadequatesupportfrom financialinstitutionsboth from the commercialbanks

as well as the rural banksin financingrice production hasresulted in limited
possibility of expandingharvestingarea due to high input cost and farm
maintenancecostaccordingto the farmersat the areasvisited.

Å Rice farmers receive different forms of support from the government,
cooperatives(VSLA)andricemarketers. Thesupportthat farmersreceivefrom
the government are mainly in the form of training, fertilizer subsidies,
extension services and the construction and maintenance of the dams
especiallyat Asutsuare(KIS)area. The cooperativesassistfarmers with cash
loans to support their rice cultivation. Similarly,the marketersalso provide
cashloans.
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Rice production in Ghana on a local level is not sufficient to meet the current market demand and is mostly supported by foreign
imports. 
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Value Chain Analysis | Rice

Overview

Market for Rice
Å The farmers indicated that there exists market for their rice produce

through aggregatorsand marketerswho buy them from the local market.
Someof this arrangementsare done with the support of the Agriculture
Extensionofficers in the Districts. This market is mostly informal where
harvest is sold to available marketers/aggregatorson market days at
ongoingmarketpricesbasedon the availabilityof rice in the market. A few
ricemillersalsobuy direct from the farmersat the farm gatefor processing
and some arrangementsare availablefor such processorswho normally
supportwith the pre financingwhichbindsthe farmersto onlysellto them.

Å There also exist a few formalizedmarket arrangementswith aggregators
who pick the bags of rice from the farmers at already agreed prices
especiallyif the aggregatorspre-financedproductionof the rice.

ÅMajority of the farmersrequireguaranteedpricesto assurethem of decent
incomes from rice sales especiallyin glut seasonsto avoid middlemen
gainingat their expensethus affecting their ability to pay back loans or
funding.

Å ThefarmersbelieveNAFCOhasnot beeneffectivein buyingoff excessrice
produce from farmers due to lack of funds for storage and ensure
guaranteedpricesin the market.

Å Thefarmersarehappyto haveoff-taker arrangementsfor their harvestand
anyfinancialsupportcanbe deductedat source.

Å Ricefarmersindicatedtheir willingnessto acceptfundingmechanismsthat
will channelsupport to input dealerswhich will reducethe cost of inputs
andmakethem availablefor farmers.

Overview

Need for Credit
Å The FGDthroughout the communitiesrevealedthat farmers currently need

funds to purchaseinputs in the form of seeds,fertilizers, tractor services,
chemicalsetc andthe astronomicalincreasein pricesof suchinputswithin the
lastyearhasmadericecultivationsusceptibleto low yieldsandlow incomesas
indicated in the table below. The increasein input pricescall for support to
farmersof which the majority of rice farmers in the focus group discussions
saidthey lackedsuchsupportbeyondtheir VSLAandpersonalfinancing.

Å Therice farmersfacechallengesin accessingcredit rangingfrom;
o Highinterestrate.
o Nomoratoriumgrantedfor loans
o Highriskinvolvedin farming
o Lackcollateralsecurity;
o Inappropriatefinancingmodelsappliedby commercialbanks;
o Cumbersomeprocessof gettingloan.
o Lackof awarenessaboutcredit package;

The table below shows responsesfrom the focus group discussionson yield
figuresfor riceproductionfor farmerson the usageof fertilizersin the cultivation
of ricefor anacreoverthe lastproductionseason
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District Name of Community
Rice Yields (Bags) per Acre 

with Fertilizer

Rice Yields (Bags) per Acre 

without Fertilizer

Gomoa East Okyereko 60 30

Bulsa South Fumbisi 12 5

Mampurugu Moaduri Kubogu 27 12

Karaga Karaga 10 6

Savelugu Nakpanzoo 25 6

Kumbugu Zangbalum 10 3

Tolon Woribogu 15 3

Kintampo North Kintampo 12 5

Shai Osuoku Asutsuare 25 10

Despite the large market demand of rice production, there are still major challenges faced by farmers in this value chain such as the 
price arrangement, inputs for production as among other factors.
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Value Chain Analysis | Rice

Overview

Rice input dealers
Å Agricultural input dealersin the communitiesvisited rangesfrom table top

dealers, to small retail shop owners to fertilizer and chemicalwholesalers
mainly located in the big cities. The agricultural input dealerssell fertilizer
(Sulphateof Ammonia,NPKandUrea),crop protection chemicals,agricultural
tools,seedsandanimalfeed.

ÅMajority of the agriculturalinput enterprisesarefamilyowned,soleownership
establishedandoperatedfrom theƻǿƴŜǊǎΩfunds. Themajority of agricultural
dealers sell chemicalsdirectly to smallholder farmers in the communities.
What exist in the communitiesare individual small input (pesticide)sellers
with very limited stockasa result of inadequateworkingcapital. Theyusually
have to purchase their list of stock on the open market or identified
wholesalersin majortowns.

ÅMajority of the input dealers rely on personal funds to run their business
operations. However, there are other alternativesof receivinggoods from
suppliers on credit after depositing a specified amount for which the
outstandingamountissettledwithin anagreedperiod.

ÅMost of the input dealershavenot madeany effort of approachingbanksfor
loansbut the few who attempted seekingbanksloansthoughsuccessful,saw
the conditions to be unfavorable as high interest rates affects their
profitability.

Å Theinput dealersmostlydemandcashpaymentwith little credit arrangements
to farmersaspast experiencesrevealeddefault by somefarmersin repaying
the inputs supplied. Nonetheless,some of the input dealers are ready to
provide credit to identified farmers who come as a group. In this case,the
responsibilityfor repaymentwill fall on the groupleadersasthe input dealers
will not havethe capacityandtime to follow up on debts.

Overview

Risk to Loan Repayment
ÅMajority of the farmers identified the following as the main risk to loan

defaults;
Å Politicizationof agriculturesupportto farmerswhere farmersseesuchsupport

asa rewardfor their supportto a particulargovernmentin power
Å Latedisbursementof loans
Å Variationin marketpricesof produceinputs
Å Highinterestratesattachedto the loans
Å Structureof loanrepaymentandtenurewhichcallsfor immediaterepayment
Å Lowyieldsfrom the farms
Å Lackof capacityon the part of farmers in handling loans to support maize

production
Å Lackof proper arrangementsfor supplyof quality inputs under suchsupport

for riceproduction

Suggestionson Loansto SupportMaizeProduction
The FocusGroup Discussioncame up with suggestionsfor future loans to be
structuredaslistedbelow;
Å The procedurefor obtaining loan shouldbe liberalized. (The loansshouldbe

shareinto smallergroupin the association)
Å Famersshouldbe awareaboutfarm creditpackage.
Å FinancialinstitutionsandVSLAsshouldhavea moratoriumfor agriculturalloans

to meetharvest
Å Farmersshouldbeawareabout interestsubventionscheme.
Å Somesuggestedboth inputsandphysicalcash(inputs60%/ cash40%)
Å Accessto inputsin the farm seasons;
Å Theshouldbe adequateriskmanagementtools;
Å Needinnovationandrisk-mitigationschemes
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Lack of proper arrangements for supply of quality inputs for rice production is one of the contributing factors to the risk of loan 
repayment  by rice farmers.
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Value Chain Analysis | Rice

Overview

Challenges and risk to loan repayments by input dealers
Input dealersmainlyfacethe followingchallenges;
Å Difficultyin gettingthe neededsuppliesfrom the supplier
Å Lack of warehousing to store larger units during farming seasonswhich

increasestransportcost
Å Highcostof transportingthe inputswhichincreasesthe costof the productsto

the farmers

RiceProcessors
Å Until recently, consumersin Ghanamostly regard local rice as inferior to

imported onesand are willing to pay premium pricesfor imported rice. Some
of these perceptions were as a result of inefficient seed systems, low
productivity in rice production, inappropriate harvesting and threshing
technologiesand equipment,costly transport and logistics,insufficientmilling
capacitiesand inadequatestorage facilities, resulting in volume and quality
post-harvestlosses.

Å An interaction with some rice processorsevinced that they are faced with
inadequatecapitalto investinto appropriatetechnologiesto mill the rice to the
required quality and standards that meets the Ghanaiantaste as well as
competewith the importedrice.

Å Themillers indicatedthat there is market for their product andanysupport to
them to acquire new ŜǉǳƛǇƳŜƴǘΩǎand buy paddy rice for processingwill
increasethe localproductionof rice.

Å An interest rate between10%and20%is reasonablefor the rice processorsto
support their businessand they are willing to provide off-taker system for
farmers in their local areas that will provide ready market to farmers at
guaranteedprices.
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Input dealers face quite some number of challenges when it comes to credits given to rice farmers but this can be handled through 
the use of off-taker agreements
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Value Chain Analysis | Soybean

Overview

Sourcesof Funds
Å TheFGDrevealedthat soybeanfarmersfacea lot of challengesin accessing

credit, the cumbersomeprocessesin gettingloansincludeguarantorswhich
are not readily available. Thusfarmersare left with personalfinancefrom
sale of crops and VSLA/susugroups which is popular among soybean
farmers.

Å A few of the soybeanfarmers also mentioned that they received farm
inputssuchasseedsfrom off-takersandprocessorswhichare paidbackby
deductingat source.

Å Loansfrom financial institutions were not a commontrend from the FGD
held acrossthe communitiesas some of the farmers lacked information
about credit facilitiesand felt the banksconsideredagriculturalfinancingas
risky and never made any effort to follow up on any loans. Someof the
participantsin the FGDalsomentionedthat they havebeenapproachedby
micro finance institutions at a point and felt the interest rates were high
rangingfrom 30%to 60%anda suchdid not showanyinterest.

Riskof loan repayment
Majority of the farmers identified the following as the main risk to loan
defaults;
Å Politicizationof agriculture support to farmers where farmers see such

supportasa rewardfor their supportto a particulargovernmentin power
Å Latedisbursementof loans
Å Variationin marketpricesof produceinputs
Å Highinterestratesattachedto the loans
Å Structure of loan repayment and tenure which calls for immediate

repayment
Å Lowyieldsfrom the farms
Å Lackof capacityon the part of farmersin handlingloansto support maize

production

Overview

SituationalAnalysisof SoybeanValueChainActors
Å Soyabeanis oneof the most valuableleguminouscropscultivatedin Ghanaas

it servesas both a valuablesourceof feed for livestockand fish and a good
sourceof protein in humandiets. Farmersin the FGDprovideddetailson the
economic importance and relevance of soyabean,both market and non-
market co-benefits. The crop's ability to fix atmosphericnitrogen through
BiologicalNitrogen Fixation (BNF)and the use of the crop's residuesas a
sourceof feed for livestockproductionprovideseconomicbenefitsto the land
andother cropyields.

Å According to the farmers especially in the Northern regions, it helps in
reducingcostof productioninputs(fertilizer)andmostof the farmerscultivate
it without applying fertilizers while others apply inoculants to support its
production. Farmerstherefore seeSoybeancultivationasa crop for resource-
poor farmers especially women, given the nutrient deficiency nature of
cultivatedsoilsin Ghana.

Å Thesoyabeanindustryprovidesnumerousopportunitiesfor valuechainactors
from seed and grain production through to processingand marketing.
However, soybeans farmers face challenges which include variation in
environmentalandclimateconditions,lackof funds,poor soil, low yieldingand
post-harvestloses(1%-3%) accordingto the FGD.

Å Small,mediumandlargescalefarmersareall involvedin the productionof the
soyabeancrop dominatedby smallholder farmerswho dependon traditional
methodsof farmingwith few technologicalimprovements. Bushfire,poor soil
fertility as a result of improper farming practices,lack of fund for inputs,
postharvestlosses,lackof appropriatestoragearecommonchallengesfarmers
arealsofacedwith in their districts.
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Thesoyabeanindustryprovidesnumerousopportunitiesfor valuechainactorsfrom seedandgrainproductionthroughto processing
andmarketing.
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Value Chain Analysis | Soybean

Overview

Needfor Credit
Å TheFGDthroughout the communitiesrevealedthe needfor support in the

form of inputs and cashto farmersto increaseyield in table 3 below. The
increasein input cost calls for support to soybeanfarmers of which the
majority of membersin the focusgroup discussionssaid they lackedsuch
supportbeyondtheir VSLAandpersonalfinancingdue.

Thesoybeanfarmersfacechallengesin accessingcredit rangingfrom;
o Highinterestrate.
o Nomoratoriumgrantedfor loans
o Highriskinvolvedin farming
o Lackcollateralsecurity;
o Inappropriatefinancingmodelsappliedby commercialbanks;
o Cumbersomeprocessof gettingloan.
o Lackof awarenessaboutcredit package;
o Though majority of the farmers had registered for support under the

planting for food and jobs, mostly, the required inputs come late which
doesnot benefit them.

Suggestionson Loansto SupportSoybeanProduction
TheFocusGroupDiscussioncameup with suggestionsfor future loansto be
structuredaslistedbelow;
Å Theinterestrate chargedshouldbe lower thanmarketrate
Å Farmersshouldbeawareabout interestsubventionscheme.
Å Theprocedurefor obtainingloanshouldbe liberalized. (Theloansshouldbe

shareinto smallergroupin the association)
Å Famersshouldbe awareaboutfarm creditpackage.
Å Financialinstitutions and VSLAsshouldhavea moratorium for agricultural

loansto meetharvest

Overview

Market for Soybean
Å The farmers indicated that there existsmarket for their soyabeansproduce

through processors,marketersand aggregators. Someof this arrangements
are donewith the supportof the AgricultureExtensionofficersin the Districts.
The bulk of soya bean produced is sold to institutions through middlemen,
aggregators,or large-scale off-takers, such as the Ghana Nuts Company,
SavannahFarmersMarketingCompanyetc. Most of theseinstitutional buyers
provide support to farmersduring the farmingseasonwith an understanding
that farmerswill sell their produceto them after harvestat a predetermined
price. Market alsoexistsin the localmarkets,wheresmallscaleproducersand
traderssellthe beansin smallquantitiesmeasuredin bowls.

Å Participantsin the marketingof the soybeanare facedwith lackof adequate
storage facilities, inadequate capital, and poor road networks to the
productioncentersto cart the soybeanbeans.

Å Thismarket is both formal and informal where the formal goesthrough off-
takerswho aremostlyprocessorsandthe informalwherethe harvestissoldto
available marketers/aggregatorson market days at ongoing market prices
basedon the availabilityof the soybeanin the market.

ÅMajority of the farmersmentionedthat they needguaranteedpricesto assure
them of decent incomesfrom soybeansalesto avoid middlemengainingat
their expensethusaffectingtheir ability to paybackloansor funding.

Å The farmers expressedinterest in having off-taker arrangementsfor their
harvestandanyfinancialsupport that canbe deductedat source.

Å Soyabeanfarmers indicated their willingnessto accept funding mechanism
that will channelsupport to input dealersthus reducingthe costof inputsand
makethem availablefor farmers.
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Soyabean farmers believe  price stability will help them get in return a good return for every investment made in the production of 
the crop. 
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Value Chain Analysis | Soybean

Overview

Soyabeanprocessors
Å Soyabeanis a key ingredient in poultry and fish feed and is also usedin the

productionof ediblevegetableoil. Soyabeanis processedboth by small-scale
producers,by threshingmanuallyandpilingsoyabeanplantson a tarpaulinor
putting soya bean pods in sacks and gently beating them with a stick.
Mechanicalthreshersare used in large-scaleproduction. The bean is then
processedinto variousforms; the principalproduct,oil, whichmakesup 14 to
18percent of the processedoutput, and the cake is used to manufacture
animalfeed. Most poultry farmersrely on soyabeanfor their feed processing
locallyto feed their birdsand complainedof low levelof domesticsoyabean
productionfor supporttheir birdsfeedproduction.

Å Thepoultry farmersnoted that the industry alonerequiresabout 75%of the
total soya bean demanded annually in Ghana which is consistent with
literature (Gageet al. 2012). Theexpansionin the processingof soybeanwill
allow poultry and aquacultureproducersto substitute imported feedswith a
localalternative.

ÅLǘΩǎalso evident from the FGD that project interventions have built the
capacityof womenin processingsoyabeansinto nutritiousmealsfor the family
especiallychildrento increasetheir dietaryneeds

Å An interactionwith somesoyabeanprocessorsshowsthat they are facedwith
inadequate capital required for investing into appropriate technologiesto
meet the demandin the market.

Å ThefeedmillerssuchasDarkoFarmsin Kumasiindicatedthat there is market
for their product and any support to help them acquirenew equipmentand
buy soyabeanfor processingwill increasethe local production of feed to
support the poultry and the aquacultureindustry of which feeds is a major
component.

Overview

Soyabeaninput dealers
Å Input dealers in the communities visited have mechanismsin place for

agriculture products such as rice, maize, soyabeans and other crops.
Agricultural input dealers in the communitiesvisited rangesfrom table top
dealers, to small retail shop owners to fertilizer and chemicalwholesalers
mainly located in the big cities. The agricultural input dealerssell fertilizer
(Sulphateof Ammonia,NPKInoculants,and Urea),crop protection chemicals,
agriculturaltools,seedsandanimalfeed.

ÅMajority of the agricultural input enterprises are family owned, sole
ownerships,establishedand operated from ƻǿƴŜǊǎΩfunds. The majority of
agriculturaldealersthat sell chemicalssell directly to smallholderfarmers in
the communities.

ÅMost of the pesticidesellersin the communityoperate on a small scalewith
very limited stock options due to inadequateworking capital. Purchasesof
stock are done either in the open market or with identified wholesalersin
majortowns

ÅMajority of the input dealers rely on personal funds to run their business
operations. However, there are other alternatives of receiving goods from
suppliers on credit after depositing a specified amount for which the
outstandingamountissettledwithin anagreedperiod.

ÅMost of the input dealershavenot madeany effort of approachingbanksfor
loansbut the few who attempted seekingbanksloansthough successful,saw
the conditionsto be unfavorableashighinterestratesaffectstheir profitability.

Å Theinput dealersmostlydemandcashpaymentwith little credit arrangements
to farmersas past experiencesrevealeddefault by somefarmers in repaying
the inputs supplied. Nonetheless,some of the input dealers are ready to
provide credit to identified farmers who come as a group. In this case,the
responsibilityfor repaymentwill fall on the group leadersasthe input dealers
will not havethe capacityandtime to follow up on debts
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The feed millers such as Darko Farms in Kumasi indicated that there is market for their products and any support to them willbe used 
to acquire new equipment to expand production
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Funding Mechanisms | Grant and Subsidies

Overview

Subsidies(seedsubsidiesandinterest rate subsidies)

ü A subsidy is a direct or indirect payment, economic concession,cost
reduction or privilege granted by a government to private firms,
households,or other governmentalunits in order to promote a public
objective.

ü Subsidiesto agriculturevalue chain have been phenomenalin Ghanaas
well as other countrieson the groundsthat preservationor expansionof
this industry,evenat a cost to the generalpublic, is in the public interest.
Farmersreceivefree inputs,reducedinput costs,amongother benefits.

Grant

- Althoughthe termsάǎǳōǎƛŘȅέandάƎǊŀƴǘέare often usedinterchangeably,

a distinctioncanbemadebetweenthem. Grantisa type of subsidybut not

the sameas subsidy. Whereassubsidiesare current payments(products,

inputs or cash)aiming to influence levelsof production or prices,grants

are direct financial contributions for specificactivities that support the

policyobjectivesof the grantor.

- Grantsare therefore direct cashor moniesthat usuallydo not haveto be

repaidbut areto beusedfor definedpurposes.
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In recent times, grant and trade credits are the most adopted tool by the governmentof Ghanain achievingvariousagricultural
objectives

Historicalandrecentexamplesof contractfarming

Revitalizationof EnterprisesSupport(GhanaCARES)

Å TheGovernmentof Ghanaimplementedthe GhanaCOVID-19 Alleviation
and Revitalizationof EnterprisesSupport(GhanaCARES)programmeasits
responseto mitigatethe impactof the COVID-19pandemicon the livesand
livelihoodsof Ghanaiansin 2021.

Å Theprogrammeidentifiedagricultureasoneof the criticalsectorsthat has
the capacityto revitalizeandtransformthe Ghanaianeconomy.

Å Theprojectprovidedinterest rate subsidy(IRS)to privateactorsin the rice,
tomato, poultry and soyabeanvalue chains in support of DƻǾŜǊƴƳŜƴǘΩǎ
import substitutionagenda. TheGovernment,throughthe Ministry of Food
and Agriculture(MoFA) in collaborationwith GhanaIncentive-BasedRisk
Sharing System for Agricultural Lending (GIRSAL)partnered financial
institutions to implement this intervention. Beneficiariesenjoyed 50%
subsidy on selected financial ƛƴǎǘƛǘǳǘƛƻƴǎΩinterest charges for loans
advancedto qualifiedagribusinesses.

Å The GhanaCARESpolicy also sought to assistbroiler farmers and other
actorsalongthe chickenmeat valuechainto bridge the gapbetweenthe
chickenmeatdemandandsupply,to eliminateimports. Fromour research,
about160producersbenefitedfrom a 50%interest rate subsidyanda 50%
input subsidyfor day-old-chicks,feed,andveterinarydrugs/vaccines.

Å Speakingto someof the participatingbanksincludingAbsaBankand ADB,
we noted that the interest rate subsidydid not influence the banks to
ignore their internal credit risk assessmentprocesses. Parties to the
subsidyschemehad to apply for the loan facility for the standardcredit
assessmentand approval before being admitted into the scheme.
Therefore,the credit subsidyschemedid not increasethe accessto loans
by farmersbut onlyreducedthe burdenof the costof the loanto farmers.
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Funding Mechanisms | Grant and Subsidies

Historicalandrecentexamplesof contractfarming

ThePlantingfor FoodandJobs(PFJ)InputsSubsidyProgram

Å Plantingfor FoodandJobs(PFJ)isDƘŀƴŀΩǎflagshipprogramfor agricultural
transformation and employment creation in the country. Through the
provision of subsidizedfertilizer, hybrid and open-pollinated seedsand
other planting materials, improved extension services,and marketing
support to smallholderfarmers acrossthe country, the program aims to
increasefood production of priority crops,suchas maize,rice, sorghum,
soyabean, cassava, and vegetables, and to provide employment
opportunitieswithin andoutsideof the agriculturalsector.

Å Speakingto the secretariatof the PFJprogram,we noted that the overall
goal of the PFJprogramwas to promote food security,employment,and
povertyreductionthroughtransformationof the agriculturalsector.

Å Theimplementationof PFJis basedon five mainpillars: (i) seedaccessand
development,(ii) fertilizer accessand fertilizer systemsdevelopment,(iii)
extensionservices,(iv) marketing,and (v) e-Agriculture. The program is
expectedto enhancepublic[1]private partnership,raise productivity and
farm incomes,andcreatejobsalongthe different valuechains.

Å Theprogramwasoriginallydesignedto be implementedover four years,
from 2017 to 2020, with a total estimated cost of GH¢3.3 billion ($718
million). The nationwide fertilizer subsidy component of the PFJwas
estimated to cost GH¢1.8 billion ($401 million) over four years (2017-
2020).

ÅOwing to the perceived successof the PFJ, its implementation was
extendedbeyond2020. In 2021, the GOGspentan amountof $70 million
to fund the programbut at a reducedinput subsidyrate of lessthan 30%.
And in 2022, the government is spent $98 million on the program, an
increasein fundingof 40%overthat of 2021.
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In recent times, grant and trade credits are the most adopted tool by the governmentof Ghanain achievingvariousagricultural
objectives

Historicalandrecentexamplesof contractfarming

ThePlantingfor FoodandJobs(PFJ)InputsSubsidyProgram

Å Precedingthe PFJ,there was a national crop farming support program
dubbedthe FertilizerSubsidyProgram(FSP).

Å Fromour research,the impact of the FSPon accessibilityand adoptionby
smallholderfarmersis very limited. Most smallholderfarmerstargetedby
the programstill could not afford to pay eventhe subsidizedprice of the
fertilizers. Thus,largecommercialandwell-to-do farmersbecamethe only
beneficiaries.

Å ThetCWΩǎfertilizer-subsidyprogram, in addition to a 50% subsidyon the
price of fertilizers (nitrogen,phosphorus,potassium- NPK,urea, sulphate
of ammonia,and bio-fertilizer), includeda novel option that encouraged
fertilizer intake by farmers, especiallyby smallholders,whose incomes
were low and whose resourcesfor purchasingagricultural inputs were
limited. Specifically,the program provided eligible farmers with a 50%
subsidy, allowing them to pay 25% of the fertilizer price as a down
payment,with another25%due after the harvest. If beneficiariesfailed to
pay the remaining25%of the fertilizer price for two consecutiveplanting
seasons,they would becomeineligibleand be removedfrom the program
until they settled their debt. Additionally,to prevent misuse,eacheligible
farmer was entitled to no more than six bagsof bio-fertilizer to produce
soybeans,ten bagsof NPK,and five bagsof urea or sulphateof ammonia
for other crops,which correspondedto a maximumfertilized crop areaof
two hectaresper farmer.
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In recent times, grant and trade credits are the most adopted tool by the governmentof Ghanain achievingvariousagricultural
objectives

Historicalandrecentexamplesof contractfarming

SavannahZoneAgriculturalProductivityImprovementProject(SAPIP)

Å The Savannah Zone Agricultural Productivity Improvement Project
(SAZAPIP)was approvedon 15 December2017 to transform agricultural
valuechainsfor food andnutrition securityin the NorthernSavannahZone
of Ghana. This Grant and Subsidy project was expected to increase
ŦŀǊƳŜǊǎΩfood and nutrition security and incomes through increased
agriculturalproductivity and diversification; and to enhancethe creation
and strengtheningof agribusinessesto increaseincomesof actors along
selectedvaluechainson a sustainablebasis. It wasbeen designedwithin
the context of the GhanaSharedGrowth and DevelopmentAgendaII
(GSGDAII).

Å The SAZAPIPwas implemented in 2018 and is expected to end in
September2023.

Å Thedirect beneficiariesof this grant andsubsidyproject is estimatedto be
about 50,000 economicallyactivesmallholdersliving in the selectedagro-
processingzones; andthe processingfirms that serveasa direct marketfor
the farmers. The indirect beneficiaries include the entire population
(consumers)that benefited from the availability of food and business
associationswho provide servicesto the producersand processors. This
number is expected to increasesignificantly when other economically
active value chain entrepreneursget involved in the Project. Amongthe
target group, women and youth play a major role in crop production,
processing,small enterprises operation and marketing. About 50% of
beneficiaries(women)were specificallytargeted in the ǇǊƻƧŜŎǘΩǎactivities
andarereapingdiversebenefits.

Historicalandrecentexamplesof contractfarming

ThePlantingfor FoodandJobs(PFJ)InputsSubsidyProgram

Å The Planting for Food and Jobs program had targets of increasing the 2016 
production levels of corn by 30 percent from 1,722,000MT to 
2,238,600MT; rice (paddy) by 49 percent from 688,000MT to 
1,025,120MT; soybean by 25 percent from 143,000MT to 178,750MT; and 
sorghum by 28 percent from 230,000MT to 294,400MT, all within the 
program period of four years.

Å At the end of the original program period, the 2020/2021 crop production 
figures for corn (3,031,691MT), paddy rice (986,905MT), soybean 
(202,243MT), and sorghum (345,421MT) indicated that all the targets were 
realized except for rice. 

Å The program is deemed to have improved food security, reduced poverty, 
and ensured the availability of selected food crops on the market as well as 
providing job opportunities within the agribusiness value chain. Content 
with the gains, the GOG extended the PFJ program beyond 2020.

Å However, the subsidy rates were considerably reduced in 2021.

Perceived Impact
Å The initiative, currently in its seventh year of implementation, is perceived 

by the GOG to have enabled greater community participation in 
agricultural activities and through agricultural incentives, attract greater 
private sector investments. 

Å The program has been deemed to have increased the capacities of 
smallholder farmers to profitably produce food and other crops to supply 
growing domestic and sub-regional markets with foodstuffs and non-food 
crop products.
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Funding Mechanisms | Outgrower Scheme / Contract farming

Over the years, contract farming has spread widely in developing countries, as a potentially viable model for coordinating production 
and ensuring higher-quality, safer food and lower production and marketing costs (UNCTAD, 20093 ). 

Overviewof outgrower scheme

ÅWe noted a few previousstudiesthat investigatedeffectsof contract farming
on food security. Bellemareand Novak(2017) showedthat contract farming
contributesto a shorteningof the hungerperiodfor smallholderhouseholdsin
Madagascar. Mishra et al. (2018) found that householdsproducing onions
undercontract in Indiahavehigherfood expendituresthan their counterparts
without a contract. SoullierandMoustier (2018) showedthat rice contractsin
Senegalimprovefoodsecuritythroughmitigatingpriceseasonality.

Å StudiessuchasRagasaet al. (Citation2017) suggestthat smallholderŦŀǊƳŜǊǎΩ
participationin outgrowerschemescanbe a goodmeasurefor policyanalysis
to examinethe efficacy of agriculture inputs or credit delivery to farmers.
Hussainand Thapa(Citation2016) for instance, found that participation in
nucleus farmer-outgrower schemes tend to relax credit fungibility and
improvecredit repayment. Thisis due to the direct interpersonalrelationship
with the creditors(nucleusfarmers)andborrowers(outgrowerfarmers).

Å Proponentsof contractoutgrowerschemeseecontractfarmingasa meansof:
1) linking smallholderfarmers to expandinglocal and export markets, thus
solvingsome of challengesfaced by smallholders(Baumann,2000) and 2i)
mobilizing foreign direct investment (FDI) to agriculture, to promote and
supportmoreinclusivebusinessmodelswith smallholders.

ÅOverthe years,contractfarminghasspreadwidely in developingcountries,as
a potentially viable model for coordinatingproduction and ensuringhigher-
quality, safer food and lower productionand marketingcosts(UNCTAD,2009
). Contractfarminghasalsobeenusedin rural developmentstrategiessuchas
providing a secure market and fixed prices necessaryfor sustainablecrop
intensification (Vermeulen et al, 20064 ). Such arrangements have the
potential for securingmarkets for some crops, particularly those that need
processingandmayotherwisenot beproduced.

Overviewof outgrowerscheme

ÅOutgrowerfarming,alsoknownascontractfarming,isoften referred to asthe
production of an agricultural commodity conducted with a pre-plant
agreementbetween a farmer and a buyer in which the farmer commits to
producinga certain product in a certain manner and the buyer commits to
purchasingthisproduct(Minot & Sawyer,2016).

Å Underthe scheme,the buyerusuallyprovidesmajor farminginputs (likeseed,
fertilizer, agrochemicals),credit, and/or technical assistanceto contract
farmers. Thus,outgrower farming is often seenasan immediate institutional
arrangementthat may allow enterprisesto participate in, and control, the
processof productionwithout owningor operatingthe farms(Key& Runsten).

ÅOutgrower farming as an inclusivebusinessmodel may provide a feasible
solution for farmers and other dealers of the various value chains of the
selectedproducts. Asa forward agreement,contract farmingassuresfarmers
of a market even before sowing. For example,processorscan count on raw
materialsuppliesat anearlystageof planningthe processingseason.

Å The contract entails that farmers are obliged to supply the volumes and
qualities as specifiedand the off-taker is obliged to buy the produce and
realise payments as agreed. Furthermore, the off-taker normally provides
reliable timely accessto seeds,fertilisers and finance to farmers through
either embeddedservices,pre-financingor inclusionof sericeprovidersin the
agreement.

ÅOther services,suchas extension,training, transport and logisticsmight also
be included. To be successful,contract farming requires a well thought
through businessmodel, transparentnegotiationsand competentday-to-day
managementto assuremutual benefits όΨǿƛƴ-ǿƛƴΩύmotivating farmers and
millersto engageandcomplywith the contracts.
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Historicalandrecentexamplesof contractfarming

C¸{{hΩǎOutgrowermodel (Cont.)

Å Accordingto GIZ,farmersconfirmedthat the productivityof farmersunderthe
FYSSOoutgrower scheme increasedlargely due to the timely delivery of
quality inputs by the sponsorsof the scheme. Most farmers boosted yields
from 1.5 tonnesin 2014up to 5.3 tonnesper hectarein 2017. Thismotivated
manyfarmersto increasethe areaunderproductionof rice from 1 hectareto
sometimes3 hectares. Millers were guaranteeda timely supply of quality
paddyricefor processingandstorage.

GuinnessSorghumOutgrowerProject

ÅWe noted from our researchthat In 2001, a non-profit businessorganization,
TechnoServe(TNS),promotedthe developmentof a sorghumsupplychainand
initiated the GuinnessSorghumProject. The main objective was to increase
the productivityandincomesof sorghumfarmersmainlythrough: i) improving
high-yieldingsorghumvarieties; ii) establishingseedmultiplication farms and
sorghum collection centers; and iii) developing and training sorghum
producers.

Å The ǇǊƻƧŜŎǘΩǎinitiating and implementing partner, TNS,selected the value
chainand nucleusfarmersbefore approachingthe GhanaGuinnessBreweries
Limited (GGBL)as the final buyer. GGBLprovided the market for harvested
sorghumthat meetsqualityspecifications.

ÅOtherstakeholdersinvolvedin the schemewere:

i) SavannahAgricultural ResearchInstitute (SARI),which provides
agronomicalsupport;

ii) ii) service providers, including credit providers, input suppliers,
transporters,tractor owners and operators,warehouseoperators
andcleaningcentres.

Historicalandrecentexamplesof contractfarming

C¸{{hΩǎOutgrowermodel

Å FYSSOGhanais a socialenterprisewith the aim to assistrural communitiesto
gainaccessto capital and entrepreneurialskillsto grow rural businessesand
increase household incomes. According to the Deutsche Gesellschaftfür
Internationale Zusammenarbeit(GIZ)GmbH, the contract farming business
model operated by FYSSOGhanafrom 2014 to 2017 linked 4,663 farmers,
including1,617 female farmersorganizedin 200 FarmerBasedOrganisations
(FBOs)with three small-sizedricemills.

Å FYSSOGhanasignedcontractswith the FBOson one side and the millers on
the other. The FBOsand their members were supported with embedded
services, such as technical training (Good Agricultural Practices,Farmer
BusinessSchool etc.) and advisory services. Furthermore, FYSSOGhana
facilitated access to finance through its own micro-finance system by
supportingVillageSavingsand Loans(VSL)groups. It alsousedthe contracts
with the millers to secureloansfrom other financialinstitutions. Thefarmers
could use the credits provided to buy inputs (e.g. quality seed,fertilisers)or
pay for operationalservices(e.g. land preparation,harvesting). FYSSOGhana
identified appropriate service providers to assure quality products and
negotiated favourable prices for the servicesprovided (for instance,some
farmersreceiveddiscountsfor bulkpurchase).

Å TheFBOscommitted to supplythe productionof 30 hectaresfrom member-
farms to FYSSOGhana. This volume represented the counter value of
embedded financial and other services provided by traditional credit
providers. FBOsthat producericeon more than 30hectaresarefree to sellthe
produceto FYSSOGhanaor anyother buyer.
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Accordingto GIZ,C¸{{hΩǎoutgrowerfood productivityincreasedlargelydueto the timely deliveryof quality inputsby the sponsorsof
the scheme. Most farmersboostedyieldsfrom 1.5 tonnesin 2014up to 5.3 tonnesper hectarein 2017
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Historicalandrecentexamplesof contractfarming

GhanaRubberEstatesLimited(GREL)Outgrowerscheme

Å The GRELoutgrower scheme had a tripartite structure of: financial
operators ςthe Agricultural DevelopmentBank (ADB)and the National
InvestmentBankof Ghana(NIB); GREL,providingtechnicalassistanceand
planting material; and the RubberhǳǘƎǊƻǿŜǊǎΩand !ƎŜƴǘǎΩAssociation
(ROAA).

ÅGRELand eachindividual farmer entered into a tripartite agreementwith
the banks to finance the plantation. GRELfunded 50% of the technical
assistancefrom its own resourcesand chargedthe balanceto farmers,
deductingit from the paymentsit makesfor their rubber.

ÅCŀǊƳŜǊǎΩrepresentativesengagedin annualpricenegotiationswith GREL.

Å It is believed that through the outgrower scheme,the rubber farmers
increased both their production and their productivity, achieving a
significantyield increasefrom 0.8 tonnes/hat o 2 tonnes/ha. Thiswasthe
result of the adoption of improvedagriculturaland managementpractices
andaccessto improvedplantingmaterialandefficient technicalassistance.
Incomelevelswassaidto haveincreasedconsiderably.

Å Importantbenefitsof thiscontractualarrangementwere:

o It providedgood-qualityrubber tree seedlings.

o It providedtrainingandtechnicaladviceon sustainableagricultural
practices and financial matters (record-keeping, farm budgeting
andcostanalysis).

o It organizes bulk purchase of fertilizers, which it resells to
outgrowersat the bulk ratesit paidfor them.

o It linksfarmersto bankloanswith reducedinterestrates.

Historicalandrecentexamplesof contractfarming

GuinnessSorghumOutgrowerProject

Å The Guinness Sorghum Project made significant impact in its diverse
stakeholdersin the followingways:

Å Farmers: Accordingto the evaluators of the project, the farmers
evaluated the project positively and were happy with their
participation. The farmers acknowledgedthe introduction of high
yielding varieties,training receivedon agriculturalpracticessuchas
land selection,land preparation,correct planting distances,thinning
and provisionof credit facility as someof the benefits they enjoyed
from their participation in the project. Theywere all unanimousin
acknowledgingan increasein their incomesthrough cultivation of
sorghum. Theincreasein incomeisestimatedto beabout40%.

Å Technoserve: The evaluatorsmaintainedthat Technoservewas glad
about the applicationof improvedtechnologiessuchas introduction
of hybridswhichyieldedof 3 to 3.5 tonsper hectarecomparedto 1 to
1.5 tonsper hectareof the normalsorghumvarieties.

ÅGuinnessGhanaBreweriesLtd: Thetremendousincreasein sorghum
grain production and supplywas well acknowledgedby Guinnessat
the evaluationlevel.

Å Dizengoff Ghana Ltd: Dizengoff supplied agro chemicalssuch as
fertilizers, pesticidesand herbicidesto the farmers. The company
reported that it provided support to farmers by way of advice to
nucleusfarmerson the useof their products. Theyalsomonitoredthe
use of the chemicalsand the responseon the field. Their chemicals
were providedat dealerprices. Theirassessmentof the project was
recordedasprofitable.
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Thereare evidencesof successfuloutgrower / contract farm schemesin Ghanabut the most significantissueis that most of them
havenot yet beensustainable
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Limitationsof OutgrowerScheme

ÅWorkingwith largenumbersof smallholderfarmersis generallyperceivedto
be highriskdueto the numberof outgrowerinitiativesthat havefailedin the
past. Sustainabilityof outgrowerschemesisa majorchallengein Ghanaasall
the examplesof outgrower schemeswe have highlighted in the previous
pagesof this report did not stand the test of time, irrespective of the
perceivedsuccess. In short, the schemesdo not exist. Sustainabilityof these
outgrower schemeswill depend on, from the ŎƻƴǎǳƭǘŀƴǘΩǎperspective,
minimizingthe coststo run andmonitor them.

Å Sometimes,yieldsarenot highenoughto compensatefor highinput costsof
the outgrowerschemes. Developingandpromotingmuch-improvedvarieties
and technologiesthat may lead to a jump in yieldsand grossmarginsis the
keyapproachto curtail thisproblem.

Å If the schemeis operatedby a marketplayerlike the AkateFarmsOutgrower
scheme,it can make the player a SignficantMarket Player(SMP). In every
market,SMPshindersthe growthof smallerandmediumsizeplayers.

ÅOutgrower farming schemesoften exclude the poorest farmers ςthe
landless, marginal and subsistencefarmers and women. The poor are
excludedbecause,researchhasfound that this isonlysuccessfulfor 2-10%of
small-scaleproducersand that only 5% have the resourcesand capital to
integrateinto suchvaluechains(Seville,D., Buxton,A. andB. Vorley, 2011).

Å FŀǊƳŜǊǎΩfreedomis curtailedasthey do not havethe rights to do what they
think is right but will have to follow the terms and conditionsstipulated in
the agreement. Sometimes,farmersarenot ableto sellthe producedcropsif
it doesnot meet the standardof quality which hasbeenset during the time
of the arrangement.

Å It is alwaystough or impossiblefor the farmersto bargainthe producefor a
pricethat is reasonableat the time of harvestor selling.

Benefitsof OugrowerScheme

Å Inputs and production servicesare often supplied by the company. This is
usuallydoneon credit throughadvancesfrom the investor.

Å Contractfarming can introduce new technologyand enablefarmers to learn
newskills.

ÅCŀǊƳŜǊǎΩprice risk is often reduced as some contracts specify prices in
advance.

Å Suchschemescanprovidehigher incomes. A study in Zambiaconcludedthat
out-growers achieve higher incomes in comparison to non out-grower
householdsbut not enoughto takehouseholdsout of poverty.

Å Contract farming can open up new markets which would otherwise be
unavailableto small farmers. A study of one sunflower project in Tanzania
concludesthat productionincreasedandthat farmerssecuredbetter accessto
markets. (Sunflower Value Chain Development in Tanzania: The Caseof
SHADECOin VillageBasedContractFarmingArrangementin Iringa Regionς
Tanzania).

Å Thejustificationof Outgrowerfarming is that under this scheme,holdersare
meant to keep control of their land so the companiespromoting contract
farmingcanescapethe accusationsof displacingfarmersandavoidthe riskof
beingseento exploitfarmersthroughplantations.

Å TheFoodandAgricultureOrganization(FAO)notesthat άŎƻƴǘǊŀŎǘfarmingwith
small farmers is more politically acceptablethan state farms as contract
farmingis lesslikelyto be subjectto politicalcriticism.

Å Contractfarmingenhanceslongterm planningon both sponsorsandfarmers.

Å Farmerscan also use the contract agreementas collateral to arrangecredit
with a commercialbankin order to fund inputs.
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Contractfarminghasbeensubjectto intensedebatesregardingits role in developmentagriculturein Africa. Opponentshavetheir
saywhile the proponentscontinueto elucidatetheir stands
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Historicalandrecentexamplesof contractfarming

AgriculturalCreditRiskGuaranteeScheme

Å DLw{![ΩǎCredit Risk Guarantee Scheme provides participating financial
institutions with up to 70% credit risk guaranteeon agricultural loans. The
scheme mitigates agricultural lending risks and provides an incentive for
financialinstitutionsto lendmoreto agribusinesses.

Å Banks,SpecializedDeposit-TakingInstitutions,Non-Bank-FinancialInstitutions,
Rural,CommunityBanks,andother qualifyingfinancialinstitutionsare eligible
to participateinDLw{![ΩǎCreditGuaranteescheme.

FidelityYoungEntrepreneursInitiative (FYEI)

Å TheFidelityYoung9ƴǘǊŜǇǊŜƴŜǳǊΩǎInitiative (FYEI)launchedin March 2021 is
Fidelity.ŀƴƪΩǎGHS10 Million initiative which seeksto provide both financial
and nonfinancialresourcesto enableyouth-related businessesto surviveand
thrive. The initiative providesseed capital/soft loans at concessionaryrates
(10%) with flexible repaymentterms backby businessmanagementtraining
supportto the beneficiarybusinesses.

Å As a partner, GIRSALsupports this initiative by providing a 70% credit
guaranteecover to qualifiedagriculturalloansat a reducedCRGfee. Most of
the targeted agribusinessesthat benefit from the project do not have the
requiredsecurityto receivecredit from the banksincethey aremostlyposted
profit start-ups. Hence,the GIRSALguaranteeisvaluablesecurityto the bank.

Å Accordingthe GIRSAL,the FYEIprovidesguaranteeto evensmallor medium
sizeyoungentrepreneursof which they recentlyprovidedguaranteefor 70%
of a credit facilityof aslow asGHS40,000(US$ 3,350).

ÅMost of the targetedagribusinessesthat benefit from the project do not have
the required security to receivecredit from the bank sincethey are mostly
posted profit start-ups. Hence,the GIRSALguaranteeis valuablesecurity to
the bank.

Overviewof CreditGuaranteeScheme

Å Creditguaranteeis an arrangementthat givesthe lendera bit of comfort that
part or all the loan given will be repaid. We have highlightedtwo types of
creditguaranteeschemesbelow:

Å Institutional Guarantee: Credit GuaranteeInstitutions are Non-bank
FinancialInstitutions(NBFIs)aimedat facilitatingthe accessto formal
lendingthrough the provisionof credit guaranteesthat mitigate the
riskof non-repayment. Thesefacilitiespartiallyguaranteethe loansof
commercial bank partners to reduce the risk and increase their
willingnessto lend to farmers and other actorsof agriculturalvalue
chain. Investingin small and medium-sizedbusinessesthrough Loan
GuaranteeFacilities helps to diversify and strengthen developing
economiesand provides incentives to commercialbanks to begin
lendingin newandemergingmarkets.

ÅGroupCredit: Thisis a uniquefinancialservicefor all membersof the
agriculturalvalue chain,particularly, low-income farmers. To obtain
sucha loanor credit, it is necessaryto form a groupof three or more
individuals. The group members guarantee each ƻǘƘŜǊΩǎloan
repayment, therefore, each member will be equally liable for
repayment,hence,collateral is not necessary. The group members
are expectedto do their best not to let each other down in loan
repayment,sinceusuallythey are businesscolleagues,neighborsor
relatives.

ApplicableActorsof the variousvaluechains

Å InstitutionalGuaranteeςHighlyapplicableto largeandmediumsizeactors

ÅGroupCreditςApplicableto all actorsof the variousvaluechain,particularly,
small-sizeactors.
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Creditguaranteehasbecomeverypopularin Ghanalargelydueto its benefit of coveringall sectorsof the agriculturevaluechain
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Historicalandrecentexamples

ÅWhile non-financialand financialservicesare both necessaryfor agricultural
lending to be viable, they should be operationally separatedin order to
improve efficiency,transparency,scale,and the rangeof financialservices
availableto smallfarmers.

Historicalandrecentexamples

FinancialInstitutional GroupCreditScheme

Å AdvancedGhana,a private MicrofinanceCompanyin GhanahasGroupLoan
Schemefor its customers.

Å Agricultural Development Bank Ltd provides Group loan scheme for its
members.

TheRuralEnterpriseAgribusinessPromotionProject(REAP)

Å TheRuralEnterpriseAgribusinessPromotionProject(REAP)isa CAREprogram
in Kenyathat helpssmall farmersgainaccessto marketsthrough a rangeof
servicesand interventions,includingthe useof credit guarantees. Smallholder
farmersare organizedinto legallyregisteredproduction units with their own
management capacity. The donor-supported REAP program provides
resourcesto help the farmers establishirrigation infrastructure, and offers
input supplyand technicalassistanceto enablethem to deliver producethat
meetsexportmarketstandards.

Å A CentralManagementUnit (CMU),created by the REAPproject, provides
servicesto the productionunits for a managementfee. Theseservicesinclude
technical production assistance,negotiating input and output market links
(farmer units sell through the market system,not through the project), and
facilitatingaccessto credit. TheCMUrunsa loan fund (theάLƴǇǳǘSupplyLoan
CǳƴŘέύΣwhich either directly provides loans to farmer units or guarantees
credit from private-sector buyersand processors. TheREAPexamplefurther
illustrates the potential of grouping small farmers into cohesiveunits or
associations,and also servesto emphasizethe close relationship between
financialand nonfinancialservicesin agriculture. Non-financial technicaland
advisoryservicesareneededto improvethe attractivenessof smallfarmersto
creditproviders.
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Creditguaranteesenablefarmersto get moreflexibleanddiverseloanswhichwouldhaveordinarilybeenimpossible.
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Disadvantagesof GroupLending(a type of CreditGuaranteeScheme)

Lackof proper punishment

Å Punishmentisoneof the keyissuesof the effectivenessof the grouploan. But
in the rural placeswhere people are too familiar with each other, in cities
where peopleare too unfamiliarand in the placeswhere law enforcementis
absent, the punishment is hard to impose (Jiang,2012). Without effective
punishment, the group lending will fail to gain sustainability,which is the
foundationof long-term operationof grouplending.

Costof supervisionmaybe too high

ÅGrouplendingis to transfer the responsibilityof the banksto the membersof
groups. But if the members believe that the cost of time and energy to
superviseis too high, they would decideto quit. That is, when the return of
collaborationoutnumbersthe cost of collaboration,the farmers who are in
need of loans will develop the mode of warranty between households.
However,if they believethat the cost outnumbersthe return, they haveno
incentivesto join grouplending.

Lackof incentives

Å Accordingto the regulationof grouploan,the membersassumenot only their
own responsibilities,but also others, so it may bring more risk to the
members. If the membersare risk-averse,they may be unwilling to shoulder
the duty. Thisposesseriousproblemto grouplending,sinceif the farmersare
not willing to participatein the program,they cannotenjoy the advantagesof
grouplending(ZhouandLi,2010).

Advantagesof GroupLending(a type of CreditGuaranteeScheme)

Mitigates adverseselection

Å It is believedthat the group loan cansolvethe problemsof adverseselection.
The adverse selection problem happens when lenders cannot distinguish
inherently risky borrowers from safe borrowers. In the group lending, the
potential debtors will make full use of their information to find the most
suitablemembers.

Overcomingthe moral hazardof borrowers

ÅGroupmemberswho often live andwork closelytogethercanimposesocialor
economicsanctionson eachother, sanctionsthat areimpossiblefor anoutside
bank to impose(Zhangand Chen,2003). In a group, if one is not willing to
repay,the other memberswill blamehim becausetheir loanswill be affected
negatively. Underheavypeerpressure,the memberswould repaytimely since
they are dependenton the community to large extent. Meanwhile, living in
the samecommunitywith high frequencyof daily interactions,the members
canhelpandsuperviseeachother effectively.

Lowerinterest rate

Å Accordingto a surveyconductedby InternationalBankof Reconstructionand
Development,those farmerswho do not participatein group lendingneedto
payfor interest rate up to 18%, while thosewho do only needto payfor 2.5%.
Many farmersare only usingthe availablecapital savedby group lendingto
engagein commercialactivities,increasingtheir incometo largeextent.

Å For example, researchhas shown that, group lending in India lowers the
interest of loan. Beforethe introduction of group lending in India, when the
poor farmers were in need of capital in agriculturalproduction, they would
turn to the locallenderswho alwaysaskfor highinterestrate.
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Byfar, the group lendingseemslike the perfect solutionsto problemof poverty in rural areas. MuhammadYunus, the leaderof the
GrameenBank,wasevenawardedthe NobelPeacePrizefor hisdevotionto the grouplending
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Overviewof VillageSavingsandLoanAssociation

Å This is to protect the group from being dominated by a single individual.
Groupsmeet weeklyand memberssavethrough the purchaseof shares. The
priceof a shareisdecidedby the group. At eachmeeting,everymembermust
buy between 1 and 5 shares. The share price is set by the group at the
beginningof the annualcycleandis fixed for that cycle. Membersdo not have
to savein equal amounts; these can vary at eachmeeting. Additionally,by
savingmore frequently in very small amounts, they can build their savings
moreeasily,contributingto improvingthe securityof the household.

Å Savingsare kept in a metal box well secured and in the custody of the
treasurer or depositedto a mobile money or a nearby bank. Members are
allowed to borrow in small amounts, up to three times the value of their
savings. Loansare for a maximumperiod of three-six months basedon the
economicactivities and may be repaid in flexible instalmentsat a monthly
servicecharge(interest) determined by the group. This flexible repayment
system is a decisive advantage when compared to the rigid repayment
demandsof Micro financeinstitutions/rural banksand other formal financial
serviceproviders.

Overviewof VillageSavingsandLoanAssociation

Å TheVillageSavingsandLoanAssociation(VSLA)isa groupof people,usually5-
30, who meet regularly to save together and take small loans from these
savings. Themodelisbelievedto havebeendevelopedby CareInternationalin
Niger in 1990, Community-managed savings-led approaches to financial
servicesfor the poor in a group. Themodel focuseson savings,assetbuilding
and the provision of credit proportionate to the needs and repayment
capacitiesof the borrowers. The cost of formation and managementis low,
simpleto manageand canbe seenasa first step for peoplein their quest for
moreformalandwider rangeof financialservices.

Å Thegroupcanconsiderablyraisethe self-respectof individualmembers; build
up social capital among the participants, particularly among women who
representmore than 70%of members. While the membershipcouldbe open
to every adult member of community, the concept has evolve to have a
specificgroup of workers forming the group, say farmers, traders etc. Self-
selectionof adult populationis usuallythe wayby whichmembershipstatuses
are attained and is membershipis open both to women and to men but can
alsobe all-male or all-female group with the latter being the most common.
The activities of the group run in cycles of one year, after which the
accumulatedsavingsandthe loanprofits aredistributedbackto the members.
The purpose of a VSLAis to provide simple savingsand loan facilities in a
communitythat doesnot haveeasyaccessto formal financialservices.

Å A VSLAis a transparent,democraticand structured versionof the informal
SavingsGroups found in many parts of the developing world. The VSLA
conceptemphasizesaccountablegovernance,standardproceduresandsimple
accountingsystemandethicsthat everyonecanunderstandandtrust.
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Å In terms of organizational
structure, the Groups hold
annual elections based on
their ΨŎƻƴǎǘƛǘǳǘƛƻƴΩor
ōȅŜƭŀǿǎΩ. The responsibilities
of the three or five-person
management committee are
clearlydefined.

TheVillageSavingsandLoansAssociationisnot a financialinstitution but anassociation. Savingsarekept in a metalboxwell secured
andin the custodyof the treasureror depositedto a mobilemoneyor a nearbybank.
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TheViability of the VillageSavingsandLoanAssociation

Å The viability of VSLAhas been tested by severalorganizationadopting the
model to provide financialservicesto the variousgroup of people including
farmers in several country including India, Ghana and other developing
country. Severalorganizations(includingCareInternational, have use VSLA
model in Ghanato help farmers and evaluationof suchproject gaveshown
that VSLAisa viablefinancingsourcesto agricultureamongrural poor farmers
especiallyamong women. It has been shown that since CAREinternational
started promoting the VSLA in Africa including Ghana, Malawi, Mali,
Mozambique,Rwanda,Uganda,Zambia,Zanzibarand Zimbabwe,the VSLA
concepthasgrownto reachover18AfricancountriesincludingGhana.

Å The viability of VSLAhas been tested by J-Pal in a randomizedcontrol trail
(RCT)conductedby Karlanet al 2016 in Ghana. Theyfind that the promotion
of VSLAascommunity-basedmicrofinancegroup leadsto an improvementin
household businessoutcomes and ǿƻƳŜƴΩǎempowerment in developing
countries. The viability of the potency of VSLAis basedon the fact VSLA
facilitate investment in farm activities as at the right time as the long
bureaucracyoften encounteredby formal credit is removedandhencemoney
is madeat availableto the farm householdthe right time. Also,Karlanet al.,
(2016), found that VSLAleadsto 24%increasein the profit of VLSAmembers
and alsoincreasesaccessto financialby 44%. TheVSLAworksby makingcash
availableto farmersat the bright time asit hasno legalbarriersto overcome.

Å The viability of VLSAin Ghanahas also been demonstratedto be a viable
option basedon it usageby other developmentprogramto help improvethe
livelihood of farmers. Project such as the Feed the Future Agricultural
Developmentand ValueChainEnhancementproject (FTFADVANCEII) USAID,
2022 implemented by ACID/VOCA,the Greater Rural Opportunities for
Women (GROW)Project Implemented by MEDAςMennonite Economic
DevelopmentAssociatesandFundedby GlobalAffairsCanada,MeDA,2021.

Overviewof VillageSavingsandLoanAssociation

Å At the end of everyannualcycle(year),all of the loansare paid backand the
total moneyissharedout amongmembersin proportion to their savings. This
share-out includesall of the profits of the group from interest income and
fines. Any member who wants to can then plough this money immediately
backinto the group,so that they start a new cyclewith a largebalance,which
makes them quickly eligible for a large loan. Recordsare maintained in
ƳŜƳōŜǊǎΩpassbooks. Savingsare recordedat eachmeeting. Record-keepers
alsomaintain recordscashbalances. All of the memberpassbooksare locked
in the cashboxbetweenmeetings.
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Å TheVSLAsagreeon a set of rules,
or a constitution, to guide their
activities. The regulations are
written in to the ŀǎǎƻŎƛŀǘƛƻƴΩǎ
constitutions (sometimes called
by-laws) and are intended to
provide authority to the
committeemembers.

Å Toensurerepaymentof loans,a memberwho is in good-standingwithout
any loancanguaranteefor a loanand in that casethe loan amountneeds
not be more than three times the loan valueappliedfor. In terms of loan
repayment,it is mostlydonequarterlywhen the date is due or tied to the
production cycle. However,membersare entreated to repay monthly if
possible. Sometimes,it ismandatoryto makethe interestpaymentson the
loanscontractedeverymonth. VSLAskeepin placecertainmechanismsto
guaranteerepaymentby employingshareout of memberswho areunable
to repay,or the group holdsthe guarantorresponsibleat the closeof the
cycle.

Theevaluationsof existingprojectsshowthat the VSALmodelusedby the project wasverysuccessful. TheWorld CocoaFoundation
isalsousingVSLAon mostof its interventionsin Ghana.
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Å The current VSALrequiresno external capital and no legal infrastructure to
issueand collect loansand is, in fact, similarto existinginformal mechanisms.
Thisinformalmechanismneedto be formalizedto be ableto providefinancial
servicesin the form of loans to smallholderfarmers by any formal service
provider. There is therefore the need to register the VSLAas a community
basedgroupby the CooperativeSocietyto gainthe neededformalrecognition.

Å TheGroupafter foam registrationis done, the group is then assistedto open
bankaccountsandapplyfor a loanofficially. Themoneyis loanedto the VSLA
groupand they usetheir bylawsto administerthe disbursementsof the loan.
NewVSLAarenot qualifiedfor this type of loanandthe interest rate mustnot
differ from the interest rate that the VSLAhasbeingoperatingwith. Fromthe
from the field, mostof the VSLAoperatebetween10-15%simpleinterest rate
per annum. Note that the loan is givento the VSLAgroup and the VSLAalso
loanto its membersa rate they decidebut mustbe at leastmore than that the
bankor the project providedthem. With this the groupis alsoableto makea
marginandearnedinterestfor the group.

Risksanalysisof the proposedVSLAScheme

Å Themain risk of the proposedmodel is that the group is not a most VSLAare
not formal group because they are not registered. The VSLAno legal
infrastructure to issueand collect loansbut if well managecan yield results.
The risk can be minimized by stating this function of issuing loans and
recoveringsame. Also,the byelawsof the VSLAcanbeapprovedby the District
Assemblyto gainlegitimacy. Eventhough the risk of the membersbeinglow
educatedcould leadto poor recordsmanagementand calculationof interest,
the useof simpleinterestminimizethe riskof wronginterestcalculation.

TheViability of the VSLA

Å The results for the analysisof the qualitative data from the Focusgroup
disunionsalsoshow that in almost all the Districtsthat we visited, VSLAis a
tool being usedby the community member use to accessloan for the farm
activities. TheyFGDsuggestedthat the VLSAmodelis the mostpopularmeans
of accessingloan for farmingamongsmallholderpoor farmers. VSLAis viable
to provide women with the tools and resourcesthey need to lift themselves
and their families out of poverty. As a results of the viability of VSLAloan
scheme,the VSLAconcepthavenow beenintroducedin 72countriesandhave
11million active ǇŀǊǘƛŎƛǇŀƴǘΩǎdeveloping countries worldwide (Ksoll et al.
2016) .

Å VSLAshave been shown to be an effective way to organize farmer
communitiesand increasetheir economicstability especiallyamongwomen
(Hinsonet al., 2017). It wasrevealedby Mwansakilwaet al. (2017) that VSLAs
increasedwelfare levels in the short term, even though it has long-term
implicationson productivity. Theideais that increasedaccessto credit through
savingswill likely increaseƘƻǳǎŜƘƻƭŘǎΩeconomic activities and minimize
unnecessaryexpenditure and hence resuscitate their latent potential to
further improvewelfare. VSLAsassistrural farmersandhouseholdsto acquire
keyagriculturalinputsthat will improveagriculturaloutput.

Å In additionto savings,VSLAmembershiphasimprovesǇŀǊǘƛŎƛǇŀƴǘǎΩcapacityto
afford essential items, such as food, health servicesand school fee. VSLA
improves the empowerment of women as it help them to make decision
without havingto dependon someother people as they are able to get the
resourcesthat help them to crystalizetheir decisionsin actionsand not only
intents.
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While default is a key risk in and every agriculturalcredit/loan, the designof the FSRP-VSLAloan Schemeis suchthat the group
determinesis recoverycriteriaandmodalities.
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Historicalandrecentexamplesof warehousereceiptscheme

GhanaCommodityExchange

ÅWRFisbeingimplementedin Ghanaby InternationalFinanceCorporation(IFC)
and the Ghana Commodity Exchangein a Project called the IFC Ghana
WarehouseReceiptSystem(WRS)Project. TheProjectisbeingimplementedin
collaborationwith the GhanaCommodityExchange(GCX)in nine regionsof
the country with financial support from Switzerland'sState Secretariatfor
EconomicAffairs (SECO). It is a technical assistanceand advisory services
project aimedat settingup a well-functioningregulatedWRSthat is expected
to facilitate an increasedaccessto credit to farmers and the supply chain,
linkageto structuredmarketsandreducepost-harveststoragelosses.

GhanaGrainsCouncil

Å The GhanaGrains Council (GGC)is also implementing warehousereceipt
financing. TheGGCis a private sectororganizationcomprisingof grain value
chain actors, including farmers, warehouseoperators,agro-food processors,
financial institutions, commodity marketers. In 2012, the GGClaunchedthe
first RegulatedWarehouseReceiptin Ghanathrough the support of USAID
under the Ghana Agricultural Development Value Chain Enhancement
Program(ADVANCE).

ZambianAgriculturalCommodityAgency

Å A stakeholder-controlledagency,the ZambianAgriculturalCommodityAgency
Ltd(ZACA),whichisat ŀǊƳǎΩlengthfrom Government,hasbeenestablishedto
certify and overseewarehouses,primarily to ensurethat its integrity is not
compromisedby adhocpolitical interventionin staffing,andin the issuingand
revocationof warehousinglicenses.

Overviewof Warehousereceiptscheme

Å A warehousereceipt is a financial instrument which certifies that a certain
quantity and quality of a commodity has been deposited in a very secure
warehouse. In other words,the warehousereceiptssystem(WRS)isa process
where farmersdeposit their productsin certified warehouses. After weighing
the amountof product brought into the warehouse,the farmer is then issued
with a warehousereceiptasproof of ownership.

Å Thewarehousereceipt systemcan then facilitate credit from local banksfor
the productsheld in storage. Thesereceipts,when backedby legalprovisions
that guaranteequality, provide a securesystemwhereby stored agricultural
productscan serveas collateral,be sold, traded or usedfor deliveryagainst
financialinstruments. Thesystemismostlyusedby largeprocessors,importers
and exportersto secureloans for their transactions,and it is unavailableto
smallholderfarmers who suffer most from financialexclusiondue to lack of
collateral.

Å A warehousereceiptsystemgivesthe valuechainparticipantwho "owns" the
inventory,often a commodity,accessto both securestorageandcredit. Place
the item in storage and use it as security for a loan from a lending
organization. The receipt demonstratesthat the goodsare physicallyin the
warehouseandsecureandsafesincethey arekept in a licensedwarehouse. In
contrast to traditional lending, where the underlying collateral is just a
secondarysourceof repaymentthat must be mobilizedwhen somethinggoes
wrong,this receiptactsasthe guaranteeor collateralfoundationfor financing.
Hence, it serves as the primary means of repayment in collateralized
commoditiesloans.
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Thewarehousereceiptcanbeusedasa collateralto secureloan/ credit from a financialinstitution
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Benefitsof a warehousereceiptscheme

Å Availability risk, associated with movable collateral, is reduced by the
warehouseƻǇŜǊŀǘƻǊΩǎguarantee of delivery from a stated location, and
foreclosurecan be simple and low cost, without any resort to the courts,
dependingon the legal regime.17 Lenderscan minimize the risk of loss of
valueof the collateralby monitoringmovementsin its marketvalueandusing
margining and price risk managementinstruments (discussedin mitigating
priceriskssection.

Å Lendersno longerneedto monitor a largenumberof smallborrowers,but few
warehouseoperatorsto assureloan performance. Thiswill reducemonitoring
costs and encouragecommercial lending to the rural sector, helping to
capitalize the rural trade; and in turn, facilitating the development of a
competitivenationalnetworkof serviceprovidersin rural areas.

Å Mitigating price risks. Producersin most developingcountrieslackthe means
to mitigatepricerisk,andthis affectstheir incomeandability to repayloans. A
WR system will facilitate development of simple mechanismsby which
producers,lendersand traders can securea floor price by lockingin a fixed
future price.

Å Furthermore,the modelcanreducetransactioncostsof trade finance,suchas
allowingmore useof open trade accountswhich are lesscostlythan secured
ones.

Benefitsof warehousereceiptscheme

Å It facilitate trading because the warehouse operator is able to provide
information on inventories availableand on demand from major buyers at
little or no cost. Healsoguaranteesdeliverycommoditiesmatchingstatedand
againstdate contracts. Thisis likely to benefit smallholderswho can bulk up
their crops and sell further down the marketing chain to large traders,
processorsandto regionalmarketsfor a better price. Smallholderfarmersable
to participate in a modern and efficient commodity market becausethe
systemencouragesthem to complywith commoditystandards,whichwill also
curtailcheatingon weightsandquality.

Å The use of warehousesas delivery locationswill allow transparent trade in
agriculturalcommoditiesto developτbetweenproducersand largetradersor
processorsτ thereby reducing the length of the marketing chain and
narrowing distribution margins. Producersare also able to defer the saleof
produceby makinguseof inventory credit to satisfyimmediateconsumption
needs. Increased storage by participants in the commodity system will
moderateseasonalpricevariabilityandreducetrademarginsfor the benefit of
both producersandconsumers. Storagewill alsooccurin well-run warehouses
or silos, thereby reducingpost-harvest losses,which are quite substantialin
SSAandoften meansignificantlossof incometo farm households.

Å Easingaccessto rural finance. A WR system will facilitate developmentof
efficient and accessiblerural financial systems. By attracting deposits from
small farmers and traders, the system will help formalize their trade
transactions,enablinga databaseon their activitiesto be generated,whichwill
assistbanksin evaluatingloanrequests. Lenderscanmitigatecredit risksusing
collateral(the storedproduce),whichismore readilyavailableto the producer
andof better qualitythan the traditionalsecuritythat banksin Africaaccept.
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ThewarehousefinancingmodelprovidesseveralBenefitsto variousstakeholders. Both suppliersandbuyershavemore financingat
the farmerlevel,andagribusinesscompanieshaveeasieraccessto fundingbasedon the strengthof clientsandpurchases/sales.
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Benefitsof TradeCreditSystem

Å Tradecredit mitigatesthe misuseof the loansand improvesthe ability to
repay

ÅGettingtrade credit asa part of trading relationshipshelpsto build loyalty
and mutual dependencebetween the suppliersand the buyers,so trade
creditorsfacelesssevererisksthancredit institutions.

Å It makesinputsavailableto resourcespoor farmers.

Limitationsof TradeCreditSystem

Å There is relevant risks remain becauseof the default from buyers who
legitimately lack financial resources to repay and the deliberate non-
repayment by buyers who hope to steal the owed credit. This asksfor
proper screening,tight monitoring and effective enforcement which are
hard to get donedue to a lackof informationon buyersandthe absenceof
court devices, while trade creditors make decisions based mostly on
informalrelationships.

Å The supplier has an advantageover credit institutions with regard to
evaluating and controlling risks facing the buyer. Indeed, the supplier
obtainsneededinformation at low costsvia the normalcourseof business,
visitsto theōǳȅŜǊΩǎpremisesandfrom other suppliers.

Å The supplier is also better able to influence the ōǳȅŜǊΩǎbehaviorsinceit
may be in the nature of the good being supplied that there are few
alternativesourcesother than the supplier

Overviewof TradeCreditScheme

Å It is a type of commercialfinancingin which the customer is allowed to
purchasegoodsor servicesand paythe supplierat a later scheduleddate.
Tradecredit may provide accessto capital for farmersthat are unableto
raise it through more traditional channels. Suppliersmay be better than
specializedfinancialinstitutions in evaluatingandcontrollingthe credit risk
of their buyers.

Å Traders use personal contacts and existing trading relationships as a
substitutefor collateral,and to reducethe riskof side-selling. Tradersmay
insist on a year of largely cash-based transactions (often funded by
moneylendersin the absenceof product market credit) before offering
credit to farmers,basedon their observedperformance.

Historicalandrecentexamples

TradeCreditGuaranteeProject

Å Trade credit financingmodel is being implemented in Ghanathrough a
project by OCPAfrica with African Developmentbank as a Partner. The
project is dubbedthe TradeCreditGuaranteeProjectin CôteŘΩLǾƻƛǊŜand
Ghana.

Å Through the Agribooster initiative, the Africa Fertilizer Financing
Mechanism(AFFM)and OCPAfrica use an inclusiveapproachto provide
farmers accessto quality inputs, training, financeand market linkagesin
order to increasetheir yields,incomesandlivelihoods.

Executive Summary
Value

Chains Analysis
Funding 

Mechanisms

Proposed Funding 

Mechanism
Financial & 

Economic Analysis

Risks and 

Mitigations
Literature Review Appendices

Tradecredit maybe usefulin reducingtransactionscostsor in providingassurancesabout the qualityof theǎǳǇǇƭƛŜǊΩǎproducts.
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Variousfundingmechanismsexistingin the variousagriculturalvaluechains. Belowis a summaryof someselectedmechanismsfrom
our research

Instrument Descriptions Benefits Limitations Implications

Marketing
company
credit

Å A companyoffers credit to identifiable
strategic actors along the value chain
depending on their needs and
capability. This is mostly to ease cash
constraints that could affect
productivity.

Å For example,USAID supportedZATAC

in Zambia to link farmers Agriflora.

Agriflora in Zambia is an exampleof

small farmers being linked to export

marketsthroughfarmerassociationsand

focuseddonorsupport.

ÅQuantity and price are
assured

Å Financeis madeavailableas
andwhenneeded

Å Paymentsare discounted
as and when needed
Contract terms of finance,
priceandproductspecs

ÅOvercomes the avoidable
intervention of exploitative
middlemen

Å Though it offers several
benefits, it may not be
directly accessibleto small
holders

ÅQuite often credit advances
increasefinancialoutlay and
administrationcosts

Å Complianceof contracts is
often not respected

Å Scope to control value chain
through contract farming is
growingin importance

Å Valuechain approachesreduce
transactioncostsandrisks

Leadfirm
Financing/Out
grower

Å Value chain activities can be financed
using resourcesfrom within the chain
and also from outside the chain. The
internal financinginvolvesflow of funds
acrossdifferent links of the chainusing
resources from one or more chain
actors, e.g. supply of credit to farmers
by a buyeror a leadfirm to oneor other
actorsin the chain.

Å The lead firm agrees to share the
required knowledgeand technologyfor
production and processing with
smallholder famers, and pledges to
purchasethe majorityof their products.

ÅOffers securedmarket and
price, Technical guidance
for higheryieldsandquality

Å Lessside-sellingoptionsdue
to closermonitoring

Å Enforceable contracts
reduceside-selling

Å Lead firm can often hedge
pricerisk

Å Less access for small
Farmers,Restrictsprice rise
gainsto producers

Å Cost management and
enforcementof contracts

ÅGrowing use and strong
potential to provide accessto
markets, technical assistance
andcredit
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Variousfundingmechanismsexistingin the variousagriculturalvaluechains. Belowis a summaryof someselectedmechanismsfrom
our research

Instrument Descriptions Benefits Limitations Implications

Forfaiting Å Forfaiting is a means of financing that
enables exporters to receive immediate
cashby sellingtheir mediumand long term
receivables(thus, the amount an importer
owesthe exporter) at a discountthroughan
intermediary. The exporter eliminates risk
by makingthe salewithout recourse. It has
no liability regardingthe importer'spossible
default on the receivables. The forfaiter is
the individual or entity that purchasesthe
receivables.

Å The importer then paysthe amount of the
receivablesto the forfaiter. A forfaiter is
typically a bank or a financial firm that
specializesin export financing.

Å It frees up the capital for use
elsewhere

Å It manages the collection risks and
relatedcostsCouldbe selectivelyused
for specificaccounts.

Å Forfaitingeliminatesthe risk that the
exporter will receive payment. The
practice also protects against credit
risk, transfer risk, and the risksposed
by foreign exchangerate or interest
rate changes. Forfaitingsimplifies the
transaction by transforming a credit-
basedsaleinto a cashtransaction. This
credit-to-cash process gives
immediatecashflow for the sellerand
eliminates collection costs.
Additionally,the exporter can remove
the accounts receivable, a liability,
from its balancesheet.

Å It makes the
accounts to be
sold at a
discount

Å Since it is
complex in its
operations,
requires the
presence of
specialized
agencies.

Å Since similar to factoring it is
less common. As the invoice
instruments are complex,
though negotiable, their
applicationpotential is limited.

Grant and

Subsidies

- Although the terms άǎǳōǎƛŘȅέand άƎǊŀƴǘέ
are often used interchangeably, a

distinction can be made between them.
Grant is a type of subsidybut not the same

as subsidy. Whereassubsidiesare current

payments(products,inputs or cash)aiming

to influence levelsof production or prices,
grantsare direct financialcontributions for

specific activities that support the policy
objectivesof the grantor.

Å It allowsbeneficiariesto usefunds for
a longtime asgrantsarenot repaid

Å It provides no pressure on the cash
flow of the businessas no interest is
paidon the fund.

Å It enablesthe lessprivilegedwho may
not have access to external credit
from banksto be able to securefunds
or inputsfor production

Å Largely
influenced by
politics

Å Lessmotivation
to efficient
managementas
this is popularly
known asάŦǊŜŜ
ƳƻƴŜȅέ.

Å Very popular in many
governmentfundedprojects

Å Very common in Non-
governmental organization
fundedprojects

Å Easyandquickto implement
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Variousfundingmechanismsexistingin the variousagriculturalvaluechains. Belowis a summaryof someselectedmechanismsfrom
our research

Instrument Descriptions Benefits Limitations Implications

Å Factoring Å Agriculture factoring allows one to get an advance
on unpaidreceivablesso he canfinancepayroll,buy
supplies,andmaintaindailyoperations. It isa type of
short-term financing with flexible terms and
eligibilityrequirements.

Å Providesa meansof
capital for
operations

Å Facilitates
international
business and
finance by passing
collection risk to a
third party factor

Å Complex and requires a
factoring agency, which is
only an option for some
countries and commodities
Lack of knowledge and
interestof financialmarkets

Å Though less common, it is
gaining use in the agriculture
sector

Warehouse
receipts

A warehousereceipt is a type of documentationused
in the futures markets to guaranteethe quantity and
quality of a particular commodity being stored within
anapprovedfacility. Warehousereceiptsare important
becausethey serveas proof that the commodity is in
the warehouseandthat the proper documentationhas
beenverified.

Inventoryisusedas
security to generate
access to further
finance

The bigger limitation is
experiencedin standardization
in size, grading, and quality
Increasedtransaction
costs are related constraints
Often depends on legislation
andgovernance
mechanisms for successful
implementation.

There is a huge scope for
expansionall across the country
and cover many products and
diversegrowersand
producers. Currentlyavailableonly
for durable commodities. Its use
can be expanded with the
introduction of suitableprocessing
andstoragetechnologies.
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Variousfundingmechanismsexistingin the variousagriculturalvaluechains. Belowis a summaryof someselectedmechanismsfrom
our research

Instrument Descriptions Benefits Limitations Implications

Tradecredit ÅLǘΩǎa type of commercialfinancing in
which the customer is allowed to
purchasegoodsor servicesandpaythe
supplierat a later scheduleddate.

Å Trade credit may provide accessto
capital for farmers that are unable to
raise it through more traditional
channels. Suppliersmaybe better than
specialized financial institutions in
evaluating and controlling the credit
riskof their buyers. Finally,trade credit
may be useful in reducingtransactions
costsor in providingassurancesabout
the qualityof theǎǳǇǇƭƛŜǊΩǎproducts.

Å There are mainly 3 types of trade
credit. These are trade acceptance,
openaccountandpromissorynote.

Å Ease of transaction at the
door steps of the farmer,
culturally acceptedand well
known at all levels Secures
saleor purchaseand price of
seller.

ÅOpaquenessof true market
value

Å Due to informality, chances
of sideselling

Å Uncertainty in quality and
quantity in the context of
pre-harvest

Å Though middlemen or traders
continue to hold sway, as the
value chains increasingly
integrate, their importance
diminishes.

Input supplier
Credit

Å Input supplier credit is one of the
informal sourcesof credit availableto
the farmers. Farmersdo not have a
regular incomeand becomeseasonally
short of cash. Input suppliers allow
them to purchasetheir inputs and pay
for them at a later date when they
acquirecash. The repaymentfor input
ǎǳǇǇƭƛŜǊǎΩcredit is usuallymade after
the harvest. Aside from this, input
suppliersalsoprovidetechnicaladvice.

Å Buyersget the much needed
inputs. Suppliersare assured
of sales.

Å Avoidunderinvesting

ÅMany a time input costsare
excessive and exploitative,
Many regions face
inadequate number of
suppliersin the vicinityof the
buyer Repaymentsare not
fully secured

ÅQualityandsecurityaregrowing
concernsof this model. Thereis
a need to focus on reducing
administrativecostsand hassles
as well as risk mitigation. Need
to establish multifarious links
with buyers, sellers and banks
to ensuredirectpayments
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The proposed funding mechanisms are based on their viability, suitability, sustainability, risk level, expected time for implementation 
and level of expected impact 

Å Identifyingandmobilisingthe actorswould
be less costly and easy because MOFA

extensionofficersareall over the country.

ÅThe self-managed and self capitalized
nature of VSLSwould make it easier to

manageby the FSRPoffice.

ÅWith regards to the Credit Guarantee

system,GIRSALis already in operation so

usingtheir model or drawingsupport from

their activities would not be difficult to
applysuchschemeby the FSRPoffice.

ÅThe successof grant and subsidyschemes

by institutionssuchasPFJ, GASIP& NIC,is

a sufficient condition for FSRP to

implementthe same.

ÅThe numerous benefits such as creation of
accessibilityand improvementin the financialhealth

of participants to the project would make the

implementationof the proposedmechanismseasier.

ÅWith respectto the VSLA,the communalnature of it

would make it easier to be implementedsinceeach

member owns part of the funds (VSLAscheme)and

servesasguarantorto the others(guaranteescheme).

ÅThe rates chargedunder these schemesare always

lower than the market rate. E.g. Large commercial
farmers may get some form of interest rebate. Also,

with guarantees,financial institutions will likely offer

financialsupport.

ÅThe intervention will stimulate additional production

of the selectedproducts thereby encouragingmore

participationin the comingyears.

Applicability / Feasibility Suitability / Ease of implementation

ÅThewith and without intervention analysishasshown
how this project would be beneficial. Cascadingthe

effort/benefit would mean sustainability, all other

factorsheldconstant.

ÅThecomplementarityof the chosenschemessuggesta

remunerative provision for all actors of the value

chain. Thiswill unambiguouslyensurefood securityin

the nearestfuture andbeyond.

ÅThere are quite a number of assessmentreports on

variousschemesimplementedin Ghana under MOFA

projects. These projects offer semblance of

sustainabilitywith few caveats. FSRPis easilyable to

circumventaround these reflags to make the project

sustainable.

Sustainability
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ÅThe chosenschemesoffer more benefits to
the actors than the other funding

mechanisms. E.g. Grants/Subsidieswould be

a better option than an outgrower scheme

where the intended beneficiariesmay be
shortchangedby the LeadFirm.

ÅTheeconomicand financialanalysisover the

life of the project have demonstratedhow

subscribers to the project would have

improved income. Thiswill encouragemore

agric investment & productivity, thus

ensuringfood security.

ÅThe selectedschemesif well implemented

would boost growth and create abundant

employmentopportunities,especiallyfor the

youth by transforming agriculture and

industry as a whole. This will enhance

productionandreduceimports,e.g. rice.

ÅThe challengesof the chosenschemesare quite
manageablethan the other fundingschemes. This

is because of the carefully selected funding

mechanismsfrom the menu of possibleschemes

for all the value chain actors. E.g. The challenge
with outgroweror leadfirm schemeto farmerscan

easilybe avoidedin the caseof VSLA. With input

dealers, the challenges of subsidy is more

manageablethan e.g. TradeCredit.

Scope of impact Comparative challenges

Å Giventhat MOFAhasdistrict offices throughout the
country, identifying and registering potential

beneficiarieswould be fasterunder the VSLAScheme

than if it were to be a lead-Firm or outgrower

scheme. Identifying lead firms, assessing them,
signingcontractswith them, and the selectedfirms

mobilisingfarmersunder the scheme(Nucleusfarmer

scheme)couldaffect the implementationtime of the

project.

Time for implementation
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The proposed funding mechanisms are based on their viability, suitability, sustainability, risk level, expected time for implementation 
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Products Purpose of intervention Proposed Funding Mechanism Recommended Action

Input dealers Retailers

Wholesalers

Seed Producers

Importers

1. Enhance reliable supply

2. Boost technical knowledge of products

3. Improve quality of products

4. Adequated and safe storage facilities

5. Transportation support

6. Working capital support

-Matching Grant 

-Partial Guarantees

-Interest rate subsidy

1. FSRP to set standard or criteria for actors to be selected for funding mechanism

2. FSRP to set Teams in charge of seed subsidy, Matching Grant and Interest rate 

subsidy

3. Select actors for the funding based on the approved criteria

4. Based on specific need of actor, apply the funding scheme

5. Monitor and periodically perform performance review of beneficiaries

Famers Small / 

marginal 

farmers

Large Farmers

1. Capital for production

2. Irrigation equipment

3. Extension services

4. Access to quality seed and agro-chemicals

5. Working capital support

6. Weather management issues

-Village Savings and Loans 

Association Funding (for small 

farmers)

-Seed Subsidy

    e.g Mobile seed centres

-Matching Grant  

-Partial Guarantees

-Interest rate subsidy

-Weather and yield based insurance

1. FSRP to a special team to be in charge of VSLAs

2. Team will embark on public education of the selected locations on VSLA

3. Team will help put existing VSLAs into proper structure and also form new VSLAs 

in line with approved guiding principles to be set by the FSRP

4. Fund should be issued to associations

5. Associations should be put into three categories (Grant Association, Interest-free 

Association and Low Interest Associations)

6. Periodic monitoring, review and recommendations should be made by the FSRP 

team to various associations

7. For the other funding mechanisms, FSRP should set Teams in charge of seed 

subsidy, Matching Grant, Interest rate subsidy and Credit Guarantee

8. Select actors for the funding based on the approved criteria

9. Monitor and periodically perform performance review of beneficiaries

1. Transportation support

2. Warehousing support

3. Working capital support

-Matching Grant to NAFCO to 

increase aggregator base

-Partial Guarantees

-Interest rate subsidy

1. FSRP to set standard or criteria for selecting actors

2. FSRP to Select actors for the funding based on the approved criteria

3. Based on specific need of actor, apply the funding scheme

4. Monitor and periodically perform performance review of beneficiaries

1. Capital expenditure support; eg. Processing and 

packaging plant, sorting and grading equipment

2. Adequated and safe storage facilities

3. Working capital support

-Partial Grant to capital equipment

-Credit Guarantee

-Interest rate subsidy for working 

capital 

1. FSRP to set standard or criteria for selecting actors

2. FSRP to Select actors for the funding based on the approved criteria

3. Based on specific need of actor, apply the funding scheme

4. Monitor and periodically perform performance review of beneficiaries

Value Chain Actors

MAIZE

Processors 

/ Packagers 

/ Distributors

Aggregators
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We proposed a combination of funding mechanisms for specific actors in the various value chains under analysis

Products Purpose of intervention Proposed Funding Mechanism Recommended Action

Input dealers Retailers

Wholesalers

Seed Producers

Importers

1. Enhance reliable supply

2. Boost technical knowledge of products

3. Improve quality of products

4. Adequated and safe storage facilities

5. Transportation support

6. Working capital support

-Matching Grant 

-Partial Guarantees

-Interest rate subsidy

1. FSRP to set standard or criteria for actors to be selected for funding mechanism

2. FSRP to set Teams in charge of seed subsidy, Matching Grant and Interest rate 

subsidy

3. Select actors for the funding based on the approved criteria

4. Based on specific need of actor, apply the funding scheme

5. Monitor and periodically perform performance review of beneficiaries

Famers Small / 

marginal 

farmers

Large Farmers

1. Capital for production

2. Irrigation equipment

3. Extension services

4. Access to quality seed and agro-chemicals

5. Working capital support

6. Weather management issues

-Village Savings and Loans 

Association Funding (for small 

farmers)

-Seed Subsidy

    e.g Mobile seed centres

-Matching Grant  

-Partial Guarantees

-Interest rate subsidy

-Weather and yield based insurance

1. FSRP to a special team to be in charge of VSLAs

2. Team will embark on public education of the selected locations on VSLA

3. Team will help put existing VSLAs into proper structure and also form new VSLAs 

in line with approved guiding principles to be set by the FSRP

4. Fund should be issued to associations

5. Associations should be put into three categories (Grant Association, Interest-free 

Association and Low Interest Associations)

6. Periodic monitoring, review and recommendations should be made by the FSRP 

team to various associations

7. For the other funding mechanisms, FSRP should set Teams in charge of seed 

subsidy, Matching Grant, Interest rate subsidy and Credit Guarantee

8. Select actors for the funding based on the approved criteria

1. Transportation support

2. Warehousing support

3. Working capital support

-Matching Grant to NAFCO to 

increase aggregator base

-Partial Guarantees

-Interest rate subsidy

1. FSRP to set standard or criteria for selecting actors

2. FSRP to Select actors for the funding based on the approved criteria

3. Based on specific need of actor, apply the funding scheme

4. Monitor and periodically perform performance review of beneficiaries

1. Capital expenditure support; eg. Processing and 

packaging plant, sorting and grading equipment

2. Adequated and safe storage facilities

3. Working capital support

-Partial Grant to capital equipment

-Credit Guarantee

-Interest rate subsidy for working 

capital 

1. FSRP to set standard or criteria for selecting actors

2. FSRP to Select actors for the funding based on the approved criteria

3. Based on specific need of actor, apply the funding scheme

4. Monitor and periodically perform performance review of beneficiaries

Value Chain Actors

RICE

Aggregators

Processors 

/ Packagers 

/ Distributors
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Proposed Funding Mechanism| Our choice
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We proposed a combination of funding mechanisms for specific actors in the various value chains under analysis

Products Purpose of intervention Proposed Funding Mechanism Recommended Action

Input dealers Retailers

Wholesalers

Seed Producers

Importers

1. Enhance reliable supply

2. Boost technical knowledge of products

3. Improve quality of products

4. Adequated and safe storage facilities

5. Transportation support

6. Working capital support

-Matching Grant 

-Partial Guarantees

-Interest rate subsidy

1. FSRP to set standard or criteria for actors to be selected for funding mechanism

2. FSRP to set Teams in charge of seed subsidy, Matching Grant and Interest rate 

subsidy

3. Select actors for the funding based on the approved criteria

4. Based on specific need of actor, apply the funding scheme

5. Monitor and periodically perform performance review of beneficiaries

Famers Small / 

marginal 

farmers

Large Farmers

1. Capital for production

2. Irrigation equipment

3. Extension services

4. Access to quality seed and agro-chemicals

5. Working capital support

6. Weather management issues

-Village Savings and Loans 

Association Funding (for small 

farmers)

-Seed Subsidy

    e.g Mobile seed centres

-Matching Grant  

-Partial Guarantees

-Interest rate subsidy

-Weather and yield based insurance

1. FSRP to a special team to be in charge of VSLAs

2. Team will embark on public education of the selected locations on VSLA

3. Team will help put existing VSLAs into proper structure and also form new VSLAs 

in line with approved guiding principles to be set by the FSRP

4. Fund should be issued to associations

5. Associations should be put into three categories (Grant Association, Interest-free 

Association and Low Interest Associations)

6. Periodic monitoring, review and recommendations should be made by the FSRP 

team to various associations

7. For the other funding mechanisms, FSRP should set Teams in charge of seed 

subsidy, Matching Grant, Interest rate subsidy and Credit Guarantee

8. Select actors for the funding based on the approved criteria

1. Transportation support

2. Warehousing support

3. Working capital support

-Matching Grant to NAFCO to 

increase aggregator base

-Partial Guarantees

-Interest rate subsidy

1. FSRP to set standard or criteria for selecting actors

2. FSRP to Select actors for the funding based on the approved criteria

3. Based on specific need of actor, apply the funding scheme

4. Monitor and periodically perform performance review of beneficiaries

1. Capital expenditure support; eg. Processing and 

packaging plant, sorting and grading equipment

2. Adequated and safe storage facilities

3. Working capital support

-Partial Grant to capital equipment

-Credit Guarantee

-Interest rate subsidy for working 

capital 

1. FSRP to set standard or criteria for selecting actors

2. FSRP to Select actors for the funding based on the approved criteria

3. Based on specific need of actor, apply the funding scheme

4. Monitor and periodically perform performance review of beneficiaries

Value Chain Actors

SOYA

Aggregators

Processors 

/ Packagers 

/ Distributors
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We proposed a combination of funding mechanisms for specific actors in the various value chains under analysis

Products Purpose of intervention Proposed Funding Mechanism Recommended Action

Input suppliers Feed millers

Feed 

distributors

Farmers (maize 

& soya bean)

1. Enhance reliable supply of raw materials

2. Improve quality of feed

3. Adequate and safe storage facilities

4. Transportation support

5. Working capital support

-Interest Free Capital (Working / 

Investment Capital) 

-Feed subsidy

-Interest rate rebate

-Partial Grant

1. FSRP to set standard or criteria for actors to be selected for funding mechanism

2. FSRP to set up a team in charge of feed subsidy, Grant and Interest rate subsidy

3. Identify and register key input suppliers 

4. Select actors for the funding based on the approved criteria

5. Based on specific need of actor, apply the funding scheme

6. Monitor and periodically perform performance review of beneficiaries

Famers Small / 

marginal 

farmers

Large Farmers

1. Capital for production

2. Working capital (especially feed)

3. Vertinary services

4. Transportation support

-Interest Free Capital (Working / 

Investment Capital) 

-Feed subsidy

-Interest rate rebate

-Partial Grant

1. FSRP to set standard or criteria for actors to be selected for funding mechanism

2. FSRP to set up a team in charge of feed subsidy, Grant and Interest rate subsidy

3. Identify and register poultry farmers for the FSRP project

4. Select actors for the funding based on the approved criteria

5. Develop a strong relationship between farmers and input suppliers so that poultry 

feed will be readily available at subsidised rates.

6. Based on specific need of actor, apply the funding scheme

7. Monitor and periodically perform performance review of beneficiaries

1. Transportation support

2. Warehousing support

3. Working capital support

-Interest Free Capital (Working / 

Investment Capital) 

-Interest rate rebate

-Partial Grant

1. FSRP to set standard or criteria for actors to be selected for funding mechanism

2. FSRP to set up a team in charge of feed subsidy, Grant and Interest rate subsidy

3. Identify and register poultry aggregators for the FSRP project

4. Select actors for the funding based on the approved criteria

5. Develop a strong relationship between aggregators and farmers so that market for 

the poultry

6. Based on specific need of actor, apply the funding scheme

7. Monitor and periodically perform performance review of beneficiaries

1. Capital expenditure support; eg. Processing and 

packaging plant, sorting and grading equipment

2. Adequated and safe storage facilities

3. Working capital support

-Partial Grant for capital equipment

-Credit Guarantee

-Interest rate subsidy for working 

capital 

1. FSRP to set standard or criteria for actors to be selected for funding mechanism

2. FSRP to set up a team in charge of feed subsidy, Grant, Interest rate subsidy and 

Credit Guarantee

3. Identify and register poultry processors, packagers and distributers

4. Based on specific need of actor, apply the funding scheme

4. Monitor and periodically perform performance review of beneficiaries

Value Chain Actors

POULTRY

Aggregators

Processors 

/ Packagers 

/ Distributors
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Financial & Economic Analysis
ςimpact of selected mechanism
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MeasurementCriteria

Å Financialand economicAnalysesare generallybasedon the comparisonof
the net cashflowsof investmentalternatives. Thecurrentsituationcashflow
is comparedwith at leastone other proposedinvestmentalternative,which
according to the ǇǊƻƧŜŎǘΩǎtechnical specialistswill result in incremental
financialandeconomicgain.

ÅWe analyzedtwo scenariosunderaά5ƻbƻǘƘƛƴƎέscenario(wherethe actors
of the value chains of the selected agriculture products continue to do
businessas usual), and a άtǊƻǇƻǎŜŘέscenario(where the impact of the
FundingMechanismwill be realized).

ÅGenerallyspeaking, a project is consideredΨǾƛŀōƭŜΩif the sum of expected
incrementalbenefits is larger than the sum of all costsaccruedin project
implementation. Thiscanbe assessedthroughprofitability indicatorslike the
net present value (NPV), Internal Rate of Return (IRR)and Return on
Investment(ROI).

ÅWeadoptedthe NPV,IRRandB/Cratio to analyzethe financialimpactof the
proposedfundingmechanismon beneficiariesandthe investmentfund.

Å TheNet PresentValueindicator is definedasthe sumthat resultswhen the
expectedcostsof the investmentare deductedfrom the discountedvalueof
the expectedbenefits (revenues). WheneverNPVis greater than zero, the
project is consideredworthwhile or profitable. Among mutually exclusive
projects,the onewith the highestNPVshouldbechosen.

Å The Internal Rateof Return (IRR)indicator is defined as the discount rate
(costof capitalor interest rate) that producesa zeroNPV. Thisrepresentsthe
maximum interest rate that a project could face and still not waste
resources.

MeasurementCriteria

Å For the project to be profitable, the IRRhasto be greater than the interest
rate that could be earned in alternative investments; thus when IRRis
greaterthanthe costof capital,the project isconsideredviable.

Å TheROIratio indicator is the ratio of the profit after tax to the valueof total
investments. The ROIratio provides some advantageswhen a ranking of
alternativeinvestmentprojectsisneededunderbudgetconstraints.

Å Thesefinancial indicatorswere estimatedfor beneficiariesof variousvalue
chainactorsof maize,rice,soyabeanandpoultry.

Å Under the financial analysis,all costsand benefits were valued at market
prices. Onlycashinflowsandoutflowswereconsidered.

ÅWethen built the Economicanalysisor cost-benefit analysison the resultsof
financialanalysis,with the additional considerationof impactsand benefits
not directlycapturedby the latter.

Å It is worthy to note that our financialimpactanalysisconsideredonly private
ǎǘŀƪŜƘƻƭŘŜǊǎΩ(playersof the value chain like farmers) interests while the
economicanalysisconsideredgovernmentandsocietyperspectives.

ÅWe note again the we considereddifferent items when looking at the
benefits and costs of the funding scheme under financial impact and
economicimpact. This is becauseindividual actors of the value chain will
exclusivelyconsiderthe costsand benefits related to the market value of
their business,while analysisfrom an economic point of view considers
benefitsasanincreasein socialwell-being.

Å Thecostsare defined as reductionsin socialwell-being. For a project to be
economicallyviable,its socialbenefitsmustexceedits socialcosts.
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Financial & Economic Analysis | Measurement Criteria

Accordingto InternationalFundfor AgriculturalDevelopment(EFAD),Economic& FinancialAnalysisis only one part of the overall
analysisof a project; it assumesthat the project is technicallysoundand that its institutional arrangementswill be effectiveduring
implementation.
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Financial & Economic Analysis | Financial summary

Average variable cost per 1 acre 
land for a planting season

GHS 5,354

and GHS 2,150 fixed cost 

Average variable cost per 1 acre 
land for a planting season

GHS 4,238

and GHS 2,000 fixed cost 

Average variable cost per 1,000 birds

GHS 65,000

and GHS 43,200 fixed cost 

Average variable cost per 1 acre 
land for a planting season

GHS 2,464

and GHS 2,150 fixed cost 

Average Annual Return on Investment

56.1%without the FSRP Fund                           

compared to 

72.9%with the FSRP Fund                           

Average annual Return on Investment

26.1%without the FSRP Fund                           

compared to 

40.2%with the FSRP Fund                           

Average annual Return on Investment 

29.3%without the FSRP Fund                           

compared to 

57.8%with the FSRP Fund                           

Average annual Return on Investment 

49.9%without the FSRP Fund                           

compared to 

66.8%with the FSRP Fund                           

5 Year Net Present Value (NPV)

GHS 15,418without the FSRP 

Fund

compared to 

GHS 19,880with the FSRP 

Fund

5 Year Net Present Value (NPV)

GHS 5,829 without the FSRP 

Fund                                          

compared to 

GHS 9,530with the FSRP 

Fund                           

5 Year Net Present Value (NPV)

GHS 22,013without the FSRP 

Fund  

compared to 

GHS 124624 with the 

Fund

5 Year Net Present Value (NPV)

GHS 6,649without the FSRP 

Fund

compared to 

GHS 8,997with the FSRP 

Fund 

Maize value Chain Poultry (Broiler) Value Chain Rice Value Chain Soya Bean Value Chain

Below is a highlight of the comparative financial analysis (With vs Without Project Financial Impact on Farmers)
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Financial Analysis | Maize Value Chain

In line with International Fundfor AgriculturalDevelopmentό9C!5ύΩǎprinciplesof project evaluation,we have first examinedthe
ΨōǳǎƛƴŜǎǎasǳǎǳŀƭΩorΨǿƛǘƘƻǳǘǇǊƻƧŜŎǘΩalternative,andthen comparedit with proposedscenario(with project).

FinancialAnalysisof Impactof proposedFundingMechanism

ÅWe haveanalyzedthe financialimpact of the proposedfundingmechanism
on maizeproductionasillustratedin the adjacenttables.

Å Theanalysiscoversthe impactof the fundingmechanismson maizefarmers.
Dueto availabilityof information, we haverelied on the impact of the FSRP
on farmersasa representationof the impacton the maizevaluechain.

Å Under the financialmodelling,all costsand benefitswere valuedat market
prices. We note that only cash inflows and outflows were considered
(depreciationand other accountingitems were not correspondingto actual
flowsareexcluded).

Å Do Nothing scenario(DNS)expressesthe profitability of maizeproduction
under normal circumstancesor άōǳǎƛƴŜǎǎas ǳǎǳŀƭέsituation while the
Proposedscenariois representshow the proposedfundingmechanismcan
influenceproduction,financingandprofitability. Thedifferencebetweenthe
DNSand the PSrepresent the incrementalvalue or impact of the Funding
mechanism.

ÅWenotedthat, there arethree DoNothingsituations:

1.Where farmers have no accessto external credit and have no
personalfunds,therefore,do not get involvedin anyproduction.

2. Where farmershaveno accessto externalcredit but havepersonal
fundsto involvein the production.

3. Where farmers do not have personal funds but have accessto
external credit at market rate for their production. The commercial
bankrate in Ghanaat the first quarterof 2023was36.0%.

Do Nothing Scenario - Self-funded Maize farmer
GHS

0 1 2 3 4 5

Operating revenue 13,642        14,501        15,734        17,134        18,814        

Total inflows

Labour costs (3,579) (3,804) (4,128) (4,495) (4,936)

Operating costs (6,165) (6,554) (7,111) (7,744) (8,503)

Indirect taxes (367) (390) (423) (461) (506)

Loan interest -              -              -              -              -              

Capital expenditure (2,000) -              -              -              -              -              

Total Outflows (2,000) (10,111) (10,748) (11,662) (12,700) (13,944)

Net Cash Flow (2,000) 3,531 3,753 4,072 4,435 4,869

Financial Rate of Return 182.3%

Financial NPV 7,694          

Do Nothing Scenario - Loan-funded Maize farmer
GHS

0 1 2 3 4 5

Operating revenue 13,642        14,501        15,734        17,134        18,814        

Total inflows

Labour costs (3,579) (3,804) (4,128) (4,495) (4,936)

Operating costs (6,165) (6,554) (7,111) (7,744) (8,503)

Indirect taxes (367) (390) (423) (461) (506)

Loan interest (1,526) (1,526) (1,526) (1,526) (1,526)

Capital expenditure (2,000) -              -              -              -              -              

Total Outflows (2,000) (11,637) (12,274) (13,187) (14,225) (15,470)

Net Cash Flow (2,000) 2,005 2,228 2,547 2,909 3,344

Financial Rate of Return 108.2%

Financial NPV 3,964

Years

Average Annual ROIC 19.8%

Years

Average Annual ROIC 32.4%



Funding Mechanisms for Agriculture value chains - Ghana Ministry of Food And Agriculture

Executive Summary
Value

Chains Analysis
Funding 

Mechanisms

Proposed Funding 

Mechanism
Financial & 

Economic Analysis

Risks and 

Mitigations
Literature Review Appendices

Financial Analysis | Maize Value Chain

In line with International Fundfor AgriculturalDevelopmentό9C!5ύΩǎprinciplesof project evaluation,we have first examinedthe
ΨōǳǎƛƴŜǎǎasǳǎǳŀƭΩorΨǿƛǘƘƻǳǘǇǊƻƧŜŎǘΩalternative,andthen comparedit with proposedscenario(with project).

FinancialAnalysisof Impactof proposedFundingMechanism

Å The analyticaldata was basedon our researchon farmers in Mamprugu,
Kintanpo, Nkoranza, Savelugu, Kumbugu, Karagaand Builsain the Northern
part of Ghana. Thedata includedthe costof producing1 acreof maizewhich
compriseshiringof a land,clearing/ploughing,costof production,harvesting
andtransportationfor sales.

Å Thematurity period for maizeis 120days(4 months)in Ghanasoharvesting
and selling are expected to be done in the fourth and fifth month. Our
analysisassumesa 2 plantingcyclesin a year.

Å Revenueconsistsof the saleof maizefrom two plantingcyclesin eachof the
yearsof analysis.

ÅOperatingcosts is made up cost of hiring and preparation of land, seed,
agrochemicals,, harvesting,threshing,baggingandtransportation.

Å Indirect taxes are inbuilt VAT on agrochemicalsand other products
purchasedfor the production.

Å Capital expenditure refers to non-current asset for the production which
comprisessprayingmachines(one for weedicidesand one for fertilizers),
cutlass,hoe,boot andother equipment.

Å TheProposedscenariois representshow the proposedfundingmechanism
can influence production, financingand profitability. We noted that, there
arethree ProposedScenarios:

1.Where farmers have accessto funds at reduced/low interest rates.
Weassumed50%of marketcommercialbankrate or input subsidies.

2. Where farmershaveaccessto interest-free credit. Principalwill be
repaid. Theremaybe input subsidiesaswell.

3. Wherefarmersaregivengrants. Principalwill not be repaid.

Proposed Scenario - FSRP Soft Loan-funded Maize farmer
GHS

0 1 2 3 4 5

Operating revenue 14,324        15,226        16,521        17,991        19,754        

Total inflows

Labour costs (3,579) (3,804) (4,128) (4,495) (4,936)

Operating costs (5,857) (6,226) (6,755) (7,356) (8,077)

Indirect taxes (349) (371) (402) (438) (481)

Loan interest (763) (763) (763) (763) (763)

Capital expenditure (2,000) -              -              -              -              -              

Total Outflows (2,000) (10,547) (11,164) (12,048) (13,052) (14,257)

Net Cash Flow (2,000) 3,777 4,063 4,473 4,939 5,497

Financial Rate of Return 196.1%

Financial NPV 8,598

Proposed Scenario - FSRP Interest Free Loan-funded Maize farmer
GHS

0 1 2 3 4 5

Operating revenue 14,324        15,226        16,521        17,991        19,754        

Total inflows

Labour costs (3,579) (3,804) (4,128) (4,495) (4,936)

Operating costs (5,857) (6,226) (6,755) (7,356) (8,077)

Indirect taxes (349) (371) (402) (438) (481)

Loan interest -              -              -              -              -              

Capital expenditure (2,000) -              -              -              -              -              

Total Outflows (2,000) (9,785) (10,401) (11,285) (12,290) (13,494)

Net Cash Flow (2,000) 4,539 4,825 5,236 5,701 6,260

Financial Rate of Return 233.2%

Financial NPV 10,463
Average Annual ROIC 43.4%

Years

Average Annual ROIC 36.9%

Years
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Financial Analysis | Maize Value Chain

It is expectedthat increasesin yield asa result of the project intervention will guaranteeadequatemaizeproductionand supplyin
Ghana. Theavailabilityof a readymarket is expectedto encouragemore farmersto producemore maizeasa cashcrop, leadingto
increasedreturns,improvedlivelihoodsandearningof disposableincomeof actorsof the maizevaluechain

FinancialImpactof FSRPfundingmechanism

Self-funded farmer vsFSRPfunded

Å If the farmerhasno accessto externalfund anddoesnot havepersonalfund,
the Do Nothing situation is zero. All the financial impact of the proposed
scenariobecomesthe valueof the proposedmechanism. Theincremental5-
year net presentvalue(NPV)of a maizefarm will be GHS10,643 per acre,
under the interest free FSRPfund and GHS8,598, under a low interest FSRP
fund.

Å If the farmer hasno accessto externalcredit but hassomepersonalfundsto
invest in the maizeproduction, the 5-year NPVis estimated to GHS7,694
with averageannualReturnOn Investment(ROI)of 32.4% per acreof land.
Usingthe FSRPinterest free credit (with NPVof GHS10,463per acreof land)
and FSRPlow interest credit (with NPVof GHS8,598 per acreof land), the
incrementalNPVof the project over the Do Nothing Situation is between
GHS904andGHS2,949(dependingon the levelof interestsubsidy).

Creditfunded farmer vsFSRPfunded

Å Evenif the farmer hasaccessto external credit at market rate, the 5-year
NPVof the maizefarm is estimatedat GHS3,964due to the high interest on
loan (36%). In comparisonto the FSRPinterest free credit (with NPVof GHS
10,463per acreof land)andFSRPlow interestcredit (with NPVof GHS8,598
per acre of land), the incrementalNPVof the project over the Do Nothing
Situation is between GHS4,634 and GHS6,499 (dependingon the level of
interestsubsidy).

Å TheFSRPfundingǎŎƘŜƳŜΩǎfinancialbenefit is therefore expectedto exceed
the financialresultof not establishingthe scheme.

ProposedScenarioassumptions

Å Underthe proposedscenario,we alsoassumeda 5%increasein production,
5%reductionin operatingcostsdue to the subsidiesandinputsor the timely
availabilityof credits.

Å In estimatingthe net present value, becausethe analysisis over a 5 year
duration,we adoptedthe most recentbankof DƘŀƴŀΩǎ5 yearbond yield as
the risk free rate and adjustedit as the cost of capital for the analysis. This
wassourcedfrom the.ŀƴƪΩǎwebsite.

Å Fromour field research,the total productioncostof one plantingcycleof 1
acre land of maize wasGHS4,238 (operating/variablecost)and GHS2,354
(Fixedcost).
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EconomicAnalysis& Impactof proposedFundingMechanism

Å Theentire maizevaluechainis generallyworth the FSRPinvestmentas the
increasein economicactivityasa resultof the projectwill leadto muchmore
positiveexternalitiesandleadto an improvedstandardof livingfor all actors.

Å Theincrementaleconomicvalueis estimatedat GHS2,771per acreof land,
representing a 23.26% over the Do Nothing situation. We adopted the
financialinterest rate of the fundsasour establishedsocialrate of discount
that realisticallyreflectsan investmentalternative(opportunity cost) for the
government.

Å The ConversionFactors(CF)refer to the multipliers used to convert from
market valuesto valuesto economicvalues. Generally,positiveexternalities
increaseconversionfactors. The CF(Consultantassumed5% in in revenue
and5%decreasein cost)arebasedon the followingreasons:

o CFapplied to revenue representsthe ability of farmers to sell at
better pricesthroughthe fundingSchemeto reflect the realvalueof
the products.

o CFappliedto wagesreflectsthe presenceof high unemploymentin
these areas, which would push people to work for lower than
marketwages.

o CFappliedto investmentsandoperatingcostsreflectsthe presence
of high transport costsand geographicaldifferential pricesof farm
inputs that makethe ǇǊƻŘǳŎǘΩǎmarket price overestimateits social
value.

o We deductedthe indirect taxes(21.75%VAT&NHIL)from all inputs
that qualify for indirect taxesand the interest on the loan to reflect
the economicvalueof the inputs.
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Economic Analysis | Maize Value Chain

TheProposedFundingMechanismsare expectedto bring a lot of relief to farmersin the affecteddistricts,where maizeplantation
continues to be on subsistentbasis instead of planting for commercialpurposesdue to lack of capital and inputs. Given the
importanceof the commodityin the Ghana,all actorsof the valuechainwill benefit tremendously

Do Nothing Scenario - Loan-funded Maize farmer
GHS

CF 0 1 2 3 4 5

Operating revenue 1.05 14,324        15,226        16,521        17,991        19,754        

Total inflows

Labour costs 0.95 (3,400) (3,614) (3,921) (4,270) (4,689)

Operating costs 0.95 (5,857) (6,226) (6,755) (7,356) (8,077)

Indirect taxes 0.00 -              -              -              -              -              

Loan interest n/a -              -              -              -              -              

Initial investments n/a (2,000) -              -              -              -              -              

Total Outflows (2,000) (9,257) (9,840) (10,677) (11,627) (12,766)

Net Cash Flow (2,000) 5,067 5,386 5,844 6,364 6,988

Economic rate of Return 259.7%

Economic NPV 11,911        

Years

Proposed Scenario - FSRP Soft Loan-funded Maize farmer
GHS

CF 0 1 2 3 4 5

Operating revenue 1.05 15,040        15,988        17,347        18,891        20,742        

Total inflows

Labour costs 0.95 (3,400) (3,614) (3,921) (4,270) (4,689)

Operating costs 0.95 (5,564) (5,915) (6,418) (6,989) (7,674)

Indirect taxes 0.00 -              -              -              -              -              

Loan interest n/a -              -              -              -              -              

Initial investments n/a (2,000) -              -              -              -              -              

Total Outflows (2,000) (8,964) (9,529) (10,339) (11,259) (12,363)

Net Cash Flow n/a (2,000) 6,076 6,459 7,008 7,631 8,379

Economic rate of Return 310.3%

Economic NPV 14,682        

Years
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Financial Analysis | Rice Value Chain

In line with International Fundfor AgriculturalDevelopmentό9C!5ύΩǎprinciplesof project evaluation,we have first examinedthe
ΨōǳǎƛƴŜǎǎasǳǎǳŀƭΩorΨǿƛǘƘƻǳǘǇǊƻƧŜŎǘΩalternative,andthen comparedit with proposedscenario(with project).

FinancialAnalysisof Impactof proposedFundingMechanism

ÅWe haveanalyzedthe financialimpact of the proposedfundingmechanism
on riceproductionasillustratedin the adjacenttables.

Å Theanalysiscoversthe impact of the funding mechanismson rice farmers.
Dueto availabilityof information, we haverelied on the impact of the FSRP
on farmersasa representationof the impacton the ricevaluechain.

Å Under the financialmodelling,all costsand benefitswere valuedat market
prices. We note that only cash inflows and outflows were considered
(depreciationand other accountingitems were not correspondingto actual
flowsareexcluded).

Å Do Nothing scenario(DNS)expressesthe profitability of maizeproduction
under normal circumstancesor άōǳǎƛƴŜǎǎas ǳǎǳŀƭέsituation while the
Proposedscenario(PS)is representshow the proposedfundingmechanism
caninfluenceproduction,financingandprofitability. Thedifferencebetween
the DNSandthe PSrepresentthe incrementalvalueor impactof the Funding
mechanism.

ÅWenotedthat, there arethree DoNothingsituations:

1.Where farmers have no accessto external credit and have no
personalfunds,therefore,do not get involvedin anyproduction.

2. Where farmershaveno accessto externalcredit but havepersonal
fundsto involvein the production.

3. Where farmers do not have personal funds but have accessto
external credit at market rate for their production. The commercial
bankrate in Ghanaat the first quarterof 2023was36.0%.

Do Nothing Scenario - Self-funded Rice farmer
GHS

0 1 2 3 4 5

Operating revenue 17,793        18,914        20,521        22,348        24,538        

Total inflows

Labour costs (4,409) (4,687) (5,085) (5,538) (6,080)

Operating costs (5,693) (6,052) (6,566) (7,151) (7,852)

Indirect taxes (433) (461) (500) (544) (598)

Loan interest -              -              -              -              -              

Capital expenditure (2,150) -              -              -              -              -              

Total Outflows (2,150) (10,536) (11,199) (12,151) (13,233) (14,530)

Net Cash Flow (2,150) 7,257 7,714 8,370 9,115 10,008

Financial Rate of Return 344.1%

Financial NPV 17,774        

Do Nothing Scenario - Loan-funded Rice farmer
GHS

0 1 2 3 4 5

Operating revenue 17,793        18,914        20,521        22,348        24,538        

Total inflows

Labour costs (4,409) (4,687) (5,085) (5,538) (6,080)

Operating costs (5,693) (6,052) (6,566) (7,151) (7,852)

Indirect taxes (433) (461) (500) (544) (598)

Loan interest (1,927) (1,927) (1,927) (1,927) (1,927)

Capital expenditure (2,150) -              -              -              -              -              

Total Outflows (2,150) (12,463) (13,127) (14,079) (15,160) (16,457)

Net Cash Flow (2,150) 5,330 5,787 6,443 7,188 8,081

Financial Rate of Return 256.6%

Financial NPV 13,062

Years

Average Annual ROIC 63.7%

Years

Average Annual ROIC 48.5%



Funding Mechanisms for Agriculture value chains - Ghana Ministry of Food And Agriculture

Executive Summary
Value

Chains Analysis
Funding 

Mechanisms

Proposed Funding 

Mechanism
Financial & 

Economic Analysis

Risks and 

Mitigations
Literature Review Appendices

Financial Analysis | Rice Value Chain

In line with International Fundfor AgriculturalDevelopmentό9C!5ύΩǎprinciplesof project evaluation,we have first examinedthe
ΨōǳǎƛƴŜǎǎasǳǎǳŀƭΩorΨǿƛǘƘƻǳǘǇǊƻƧŜŎǘΩalternative,andthen comparedit with proposedscenario(with project).

FinancialAnalysisof Impactof proposedFundingMechanism

Å The analytical data was based on our researchon farmers in Nkoranza,
Savelugu, Karaga, BuilsaSouth,Talon,and KISAsutuary. The data included
the cost of producing 1 acre of rice which compriseshiring of a land,
clearing/ploughing,cost of production, harvestingand transportation for
sales.

Å Thematurity periodfor rice isbetween4 to 5 monthsin Ghanasoharvesting
andsellingareexpectedto be donein the fifth andsixthmonth. Ouranalysis
assumesa 2 plantingcyclesin a year.

Å Revenueconsistsof the saleof rice from two plantingcyclesin eachof the
yearsof analysis.

ÅOperatingcosts is made up cost of hiring and preparation of land, seed,
agrochemicals,, harvesting,threshing,baggingandtransportation.

Å Indirect taxes are inbuilt VAT on agrochemicalsand other products
purchasedfor the production.

Å Capital expenditure refers to non-current asset for the production which
comprisessprayingmachines(one for weedicidesand one for fertilizers),
cutlass,hoe,boot andother equipment.

Å TheProposedscenariois representshow the proposedfundingmechanism
can influence production, financingand profitability. We noted that, there
arethree ProposedScenarios:

1.Where farmers have accessto funds at reduced/low interest rates.
Weassumed50%of marketcommercialbankrate or input subsidies.

2. Where farmershaveaccessto interest-free credit. Principalwill be
repaid. Theremaybe input subsidiesaswell.

3. Wherefarmersaregivengrants. Principalwill not be repaid.

Proposed Scenario - FSRP Soft Loan-funded Rice farmer
GHS

0 1 2 3 4 5

Operating revenue 18,682        19,859        21,547        23,465        25,765        

Total inflows

Labour costs (4,409) (4,687) (5,085) (5,538) (6,080)

Operating costs (5,409) (5,749) (6,238) (6,793) (7,459)

Indirect taxes (412) (438) (475) (517) (568)

Loan interest (964) (964) (964) (964) (964)

Capital expenditure (2,150) -              -              -              -              -              

Total Outflows (2,150) (11,193) (11,837) (12,762) (13,812) (15,071)

Net Cash Flow (2,150) 7,489 8,022 8,786 9,653 10,694

Financial Rate of Return 355.8%

Financial NPV 18,702

Proposed Scenario - FSRP Interest Free Loan-funded Rice farmer
GHS

0 1 2 3 4 5

Operating revenue 18,682        19,859        21,547        23,465        25,765        

Total inflows

Labour costs (4,409) (4,687) (5,085) (5,538) (6,080)

Operating costs (5,409) (5,749) (6,238) (6,793) (7,459)

Indirect taxes (412) (438) (475) (517) (568)

Loan interest -              -              -              -              -              

Capital expenditure (2,150) -              -              -              -              -              

Total Outflows (2,150) (10,229) (10,874) (11,798) (12,848) (14,107)

Net Cash Flow (2,150) 8,453 8,986 9,749 10,617 11,657

Financial Rate of Return 399.8%

Financial NPV 21,058

Years

Average Annual ROIC 69.0%

Years

Average Annual ROIC 76.9%
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Financial Analysis | Rice Value Chain

It is expectedthat increasesin yield as a result of the project intervention will guaranteeadequaterice production and supplyin
Ghana. Theavailabilityof a readymarket is expectedto encouragemore farmersto producemore rice as a cashcrop, leadingto
increasedreturns,improvedlivelihoodsandearningof disposableincomeof actorsof the ricevaluechain

FinancialImpactof FSRPfundingmechanism

Self-funded farmer vsFSRPfunded

Å If a farmer hasno accessto externalfund and doesnot havepersonalfund,
the Do Nothing situation is zero. All the financial impact of the proposed
scenariobecomesthe valueof the proposedmechanism. Theincremental5-
year net present value (NPV)of a rice farm will be GHS21,058 per acre,
under the interest free FSRPfund andGHS18,702, undera low interestFSRP
fund.

Å If a farmer hasno accessto externalcredit but hassomepersonalfunds to
investin the riceproduction,the 5-yearNPVisestimatedto GHS17,774with
averageannualReturnOnInvestment(ROI)of 63.7%per acreof land. Using
the FSRPinterest free credit (with NPVof GHS21,058 per acreof land)and
FSRPlow interest credit (with NPVof GHS18,702 per acre of land), the
incrementalNPVof the project over the Do Nothing Situation is between
GHS928andGHS2,356(dependingon the levelof FSRPinterestsubsidy).

Creditfunded farmer vsFSRPfunded

Å Evenif a farmer hasaccessto externalcredit at market rate, the 5-yearNPV
of the rice farm is estimatedat GHS13,062 due to the high interest on loan
(36%). In comparisonto the FSRPinterest free credit (with NPVof GHS
21,058 per acre of land) and FSRPlow interest credit (with NPVof GHS
18,702 per acre of land), the incrementalNPVof the project over the Do
Nothing Situationis between GHS5,640 and GHS7,996 (dependingon the
levelof interestsubsidy).

Å TheFSRPfundingǎŎƘŜƳŜΩǎfinancialbenefit is therefore expectedto exceed
the financialresultof not establishingthe scheme.

ProposedScenarioassumptions

Å Underthe proposedscenario,we alsoassumeda 5%increasein production,
5%reductionin operatingcostsdue to the subsidiesandinputsor the timely
availabilityof credits.

Å In estimatingthe net present value, becausethe analysisis over a 5 year
duration,we adoptedthe most recentbankof DƘŀƴŀΩǎ5 yearbond yield as
the risk free rate and adjustedit as the cost of capital for the analysis. This
wassourcedfrom the.ŀƴƪΩǎwebsite.

Å Fromour field research,the total productioncostof one plantingcycleof 1
acre land of rice was GHS5,354 (operating/variablecost) and GHS2,150
(Fixedcost).
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EconomicAnalysis& Impactof proposedFundingMechanism

Å The entire rice value chain is generallyworth the FSRPinvestment as the
increasein economicactivityasa resultof the projectwill leadto muchmore
positiveexternalitiesandleadto an improvedstandardof livingfor all actors.

Å Theincrementaleconomicvalueis estimatedat GHS3,307 per acreof land
over the Do Nothingsituation. We adoptedthe financialinterest rate of the
funds as our establishedsocialrate of discountthat realisticallyreflects an
investmentalternative(opportunitycost)for the government.

Å The ConversionFactors(CF)refer to the multipliers used to convert from
market valuesto valuesto economicvalues. Generally,positiveexternalities
increaseconversionfactors. The CF(Consultantassumed5% in in revenue
and5%decreasein cost)arebasedon the followingreasons:

o CFapplied to revenue representsthe ability of farmers to sell at
better pricesthroughthe fundingSchemeto reflect the realvalueof
the products.

o CFappliedto wagesreflectsthe presenceof high unemploymentin
these areas, which would push people to work for lower than
marketwages.

o CFappliedto investmentsandoperatingcostsreflectsthe presence
of high transport costsand geographicaldifferential pricesof farm
inputs that makethe ǇǊƻŘǳŎǘΩǎmarket price overestimateits social
value.

o We deductedthe indirect taxes(21.75%VAT&NHIL)from all inputs
that qualify for indirect taxesand the interest on the loan to reflect
the economicvalueof the inputs.
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Economic Analysis | Rice Value Chain

TheProposedFundingMechanismsare expectedto bring a lot of relief to farmers in the affected districts,where rice plantation
continues to be on subsistentbasis instead of planting for commercialpurposesdue to lack of capital and inputs. Given the
importanceof the commodityin the Ghana,all actorsof the valuechainwill benefit tremendously

Do Nothing Scenario - Loan-funded Rice farmer
GHS

CF 0 1 2 3 4 5

Operating revenue 1.05 18,682        19,859        21,547        23,465        25,765        

Total inflows

Labour costs 0.95 (4,189) (4,452) (4,831) (5,261) (5,776)

Operating costs 0.95 (5,409) (5,749) (6,238) (6,793) (7,459)

Indirect taxes 0.00 -              -              -              -              -              

Loan interest n/a -              -              -              -              -              

Initial investments n/a (2,150) 0 0 0 0 -              

Total Outflows (2,150) (9,597) (10,202) (11,069) (12,054) (13,235)

Net Cash Flow (2,150) 9,085 9,658 10,478 11,411 12,529

Economic rate of Return 429.2%

Economic NPV 22,794        

Years

Proposed Scenario - FSRP Soft Loan-funded Rice farmer
GHS

CF 0 1 2 3 4 5

Operating revenue 1.05 19,616        20,852        22,625        24,638        27,053        

Total inflows

Labour costs 0.95 (4,189) (4,452) (4,831) (5,261) (5,776)

Operating costs 0.95 (5,138) (5,462) (5,926) (6,454) (7,086)

Indirect taxes 0.00 -              -              -              -              -              

Loan interest n/a -              -              -              -              -              

Initial investments n/a (2,150) 0 0 0 0 -              

Total Outflows (2,150) (9,327) (9,914) (10,757) (11,714) (12,862)

Net Cash Flow n/a (2,150) 10,290 10,938 11,868 12,924 14,190

Economic rate of Return 485.2%

Economic NPV 26,101        

Years



Funding Mechanisms for Agriculture value chains - Ghana Ministry of Food And Agriculture

Executive Summary
Value

Chains Analysis
Funding 

Mechanisms

Proposed Funding 

Mechanism
Financial & 

Economic Analysis

Risks and 

Mitigations
Literature Review Appendices

Financial Analysis | Soya bean Value Chain

In line with International Fundfor AgriculturalDevelopmentό9C!5ύΩǎprinciplesof project evaluation,we have first examinedthe
ΨōǳǎƛƴŜǎǎasǳǎǳŀƭΩorΨǿƛǘƘƻǳǘǇǊƻƧŜŎǘΩalternative,andthen comparedit with proposedscenario(with project).

FinancialAnalysisof Impactof proposedFundingMechanism

ÅWe haveanalyzedthe financialimpact of the proposedfundingmechanism
on soyabeanproductionasillustratedin the adjacenttables.

Å Theanalysiscoversthe impact of the funding mechanismson rice farmers.
Dueto availabilityof information, we haverelied on the impact of the FSRP
on farmersasa representationof the impacton the ricevaluechain.

Å Under the financialmodelling,all costsand benefitswere valuedat market
prices. We note that only cash inflows and outflows were considered
(depreciationand other accountingitems were not correspondingto actual
flowsareexcluded).

Å Do Nothing scenario(DNS)expressesthe profitability of maizeproduction
under normal circumstancesor άōǳǎƛƴŜǎǎas ǳǎǳŀƭέsituation while the
Proposedscenario(PS)is representshow the proposedfundingmechanism
caninfluenceproduction,financingandprofitability. Thedifferencebetween
the DNSandthe PSrepresentthe incrementalvalueor impactof the Funding
mechanism.

ÅWenotedthat, there arethree DoNothingsituations:

1.Where farmers have no accessto external credit and have no
personalfunds,therefore,do not get involvedin anyproduction.

2. Where farmershaveno accessto externalcredit but havepersonal
fundsto involvein the production.

3. Where farmers do not have personal funds but have accessto
external credit at market rate for their production. The commercial
bankrate in Ghanaat the first quarterof 2023was36.0%.

Do Nothing Scenario - Self-funded Soya bean farmer
GHS

0 1 2 3 4 5

Operating revenue 9,105          9,679          10,501        11,436        12,557        

Total inflows

Labour costs (1,455) (1,547) (1,679) (1,828) (2,007)

Operating costs (3,763) (4,000) (4,340) (4,727) (5,190)

Indirect taxes (286) (305) (330) (360) (395)

Loan interest -              -              -              -              -              

Capital expenditure (2,150) -              -              -              -              -              

Total Outflows (2,150) (5,505) (5,852) (6,349) (6,914) (7,592)

Net Cash Flow (2,150) 3,600 3,827 4,152 4,521 4,965

Financial Rate of Return 173.0%

Financial NPV 7,733          

Do Nothing Scenario - Loan-funded Soya bean farmer
GHS

0 1 2 3 4 5

Operating revenue 9,105          9,679          10,501        11,436        12,557        

Total inflows

Labour costs (1,455) (1,547) (1,679) (1,828) (2,007)

Operating costs (3,763) (4,000) (4,340) (4,727) (5,190)

Indirect taxes (286) (305) (330) (360) (395)

Loan interest (887) (887) (887) (887) (887)

Capital expenditure (2,150) -              -              -              -              -              

Total Outflows (2,150) (6,392) (6,739) (7,236) (7,801) (8,479)

Net Cash Flow (2,150) 2,713 2,940 3,265 3,634 4,078

Financial Rate of Return 132.8%

Financial NPV 5,565

Years

Average Annual ROIC 56.4%

Years

Average Annual ROIC 43.4%
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Financial Analysis | Soya bean Value Chain

In line with International Fundfor AgriculturalDevelopmentό9C!5ύΩǎprinciplesof project evaluation,we have first examinedthe
ΨōǳǎƛƴŜǎǎasǳǎǳŀƭΩorΨǿƛǘƘƻǳǘǇǊƻƧŜŎǘΩalternative,andthen comparedit with proposedscenario(with project).

FinancialAnalysisof Impactof proposedFundingMechanism

Å The analytical data was based on our researchon farmers in Nkoranza,
Savelugu, Karaga, BuilsaSouth,Talon,and KISAsutuary. The data included
the cost of producing1 acreof soyabeanwhich compriseshiring of a land,
clearing/ploughing,agrochemicalcost, cost of production, harvestingand
transportationfor sales.

Å The maturity period for soyabean is between 4 to 5 months in Ghanaso
harvestingand sellingare expectedto be done in the fifth and sixthmonth.
Ouranalysisassumesa 2 plantingcyclesin a year.

Å Revenueconsistsof the saleof soyabeanfrom two plantingcyclesin eachof
the yearsof analysis.

ÅOperatingcosts is made up cost of hiring and preparation of land, seed,
agrochemicals,, harvesting,threshing,baggingandtransportation.

Å Indirect taxes are inbuilt VAT on agrochemicalsand other products
purchasedfor the production.

Å Capital expenditure refers to non-current asset for the production which
comprisessprayingmachines(one for weedicidesand one for fertilizers),
cutlass,hoe,boot andother equipment.

Å TheProposedscenariois representshow the proposedfundingmechanism
can influence production, financingand profitability. We noted that, there
arethree ProposedScenarios:

1.Where farmers have accessto funds at reduced/low interest rates.
Weassumed50%of marketcommercialbankrate or input subsidies.

2. Where farmershaveaccessto interest-free credit. Principalwill be
repaid. Theremaybe input subsidiesaswell.

3. Wherefarmersaregivengrants. Principalwill not be repaid.

Proposed Scenario - FSRP Soft Loan-funded Soya bean farmer
GHS

0 1 2 3 4 5

Operating revenue 9,560          10,163        11,026        12,008        13,184        

Total inflows

Labour costs (1,455) (1,547) (1,679) (1,828) (2,007)

Operating costs (3,575) (3,800) (4,123) (4,490) (4,930)

Indirect taxes (272) (289) (314) (342) (375)

Loan interest (443) (443) (443) (443) (443)

Capital expenditure (2,150) -              -              -              -              -              

Total Outflows (2,150) (5,746) (6,080) (6,559) (7,104) (7,756)

Net Cash Flow (2,150) 3,814 4,082 4,467 4,904 5,428

Financial Rate of Return 183.9%

Financial NPV 8,455

Proposed Scenario - FSRP Interest Free Loan-funded Soya bean farmer
GHS

0 1 2 3 4 5

Operating revenue 9,560          10,163        11,026        12,008        13,184        

Total inflows

Labour costs (1,455) (1,547) (1,679) (1,828) (2,007)

Operating costs (3,575) (3,800) (4,123) (4,490) (4,930)

Indirect taxes (272) (289) (314) (342) (375)

Loan interest -              -              -              -              -              

Capital expenditure (2,150) -              -              -              -              -              

Total Outflows (2,150) (5,303) (5,637) (6,116) (6,660) (7,313)

Net Cash Flow (2,150) 4,258 4,526 4,910 5,348 5,872

Financial Rate of Return 204.0%

Financial NPV 9,539

Years

Average Annual ROIC 63.4%

Years

Average Annual ROIC 70.2%



Funding Mechanisms for Agriculture value chains - Ghana Ministry of Food And Agriculture

Executive Summary
Value

Chains Analysis
Funding 

Mechanisms

Proposed Funding 

Mechanism
Financial & 

Economic Analysis

Risks and 

Mitigations
Literature Review Appendices

Financial Analysis | Soya bean Value Chain

It is expectedthat increasesin yieldasa result of the project interventionwill guaranteeadequatesoyabeanproductionandsupply
in Ghana. The availabilityof a ready market is expectedto encouragemore farmers to producemore soyabean as a cashcrop,
leadingto increasedreturns,improvedlivelihoodsandearningof disposableincomeof actorsof the soyabeanvaluechain

FinancialImpactof FSRPfundingmechanism

Self-funded farmer vsFSRPfunded

Å If a farmer hasno accessto externalfund and doesnot havepersonalfund,
the Do Nothing situation is zero. All the financial impact of the proposed
scenariobecomesthe valueof the proposedmechanism. Theincremental5-
yearnet presentvalue(NPV)of a soyabeanfarm will be GHS9,539per acre,
under the interest free FSRPfund and GHS8,455, under a low interest FSRP
fund.

Å If a farmer hasno accessto externalcredit but hassomepersonalfunds to
investin the soyabeanproduction,the 5-yearNPVisestimatedto GHS7,733
with an averageannual Return On Investment(ROI)of 56.4% per acre of
land. Usingthe FSRPinterest free credit (with NPVof GHS9,539 per acreof
land)and FSRPlow interest credit (with NPVof GHS8,455 per acreof land),
the incrementalNPVof the projectover the DoNothingSituationis between
GHS722andGHS1,806(dependingon the levelof FSRPinterestsubsidy).

Creditfunded farmer vsFSRPfunded

Å Evenif a farmer hasaccessto externalcredit at market rate, the 5-yearNPV
of the soyabeanfarm is estimatedat GHS5,565 due to the high interest on
loan (36%). In comparisonto the FSRPinterest free credit (with NPVof GHS
9,539per acreof land)andFSRPlow interest credit (with NPVof GHS8,455
per acre of land), the incrementalNPVof the project over the Do Nothing
Situation is between GHS2,890 and GHS3,974 (dependingon the level of
interestsubsidy).

Å TheFSRPfundingǎŎƘŜƳŜΩǎfinancialbenefit is therefore expectedto exceed
the financialresultof not establishingthe scheme.

ProposedScenarioassumptions

Å Underthe proposedscenario,we alsoassumeda 5%increasein production,
5%reductionin operatingcostsdue to the subsidiesandinputsor the timely
availabilityof credits.

Å In estimatingthe net present value, becausethe analysisis over a 5 year
duration,we adoptedthe most recentbankof DƘŀƴŀΩǎ5 yearbond yield as
the risk free rate and adjustedit as the cost of capital for the analysis. This
wassourcedfrom the.ŀƴƪΩǎwebsite.

Å Fromour field research,the total productioncostof one plantingcycleof 1
acre land of soyabean was GHS2,464 (operating/variablecost) and GHS
2,150(Fixedcost).
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EconomicAnalysis& Impactof proposedFundingMechanism

Å Theentire soyabeanvaluechainis generallyworth the FSRPinvestmentas
the increasein economicactivity asa result of the project will lead to much
more positiveexternalitiesand leadto an improvedstandardof living for all
actors.

Å Theincrementaleconomicvalueis estimatedat GHS1,803 per acreof land
over the Do Nothingsituation. We adoptedthe financialinterest rate of the
funds as our establishedsocialrate of discountthat realisticallyreflects an
investmentalternative(opportunitycost)for the government.

Å The ConversionFactors(CF)refer to the multipliers used to convert from
market valuesto valuesto economicvalues. Generally,positiveexternalities
increaseconversionfactors. The CF(Consultantassumed5% in in revenue
and5%decreasein cost)arebasedon the followingreasons:

o CFapplied to revenue representsthe ability of farmers to sell at
better pricesthroughthe fundingSchemeto reflect the realvalueof
the products.

o CFappliedto wagesreflectsthe presenceof high unemploymentin
these areas, which would push people to work for lower than
marketwages.

o CFappliedto investmentsandoperatingcostsreflectsthe presence
of high transport costsand geographicaldifferential pricesof farm
inputs that makethe ǇǊƻŘǳŎǘΩǎmarket price overestimateits social
value.

o We deductedthe indirect taxes(21.75%VAT&NHIL)from all inputs
that qualify for indirect taxesand the interest on the loan to reflect
the economicvalueof the inputs.

Executive Summary
Value

Chains Analysis
Funding 

Mechanisms

Proposed Funding 

Mechanism
Financial & 

Economic Analysis

Risks and 

Mitigations
Literature Review Appendices

Economic Analysis | Soya bean Value Chain

The ProposedFundingMechanismsare expectedto bring a lot of relief to farmers in the affected districts, where soya bean
plantationcontinuesto beon subsistentbasisinsteadof plantingfor commercialpurposesdueto lackof capitalandinputs. Giventhe
importanceof the commodityin the Ghana,all actorsof the valuechainwill benefit tremendously

Do Nothing Scenario - Loan-funded Soya bean farmer
GHS

CF 0 1 2 3 4 5

Operating revenue 1.05 9,560          10,163        11,026        12,008        13,184        

Total inflows

Labour costs 0.95 (1,383) (1,470) (1,595) (1,737) (1,907)

Operating costs 0.95 (3,575) (3,800) (4,123) (4,490) (4,930)

Indirect taxes 0.00 -              -              -              -              -              

Loan interest n/a -              -              -              -              -              

Initial investments n/a (2,150) -              -              -              -              -              

Total Outflows (2,150) (4,958) (5,270) (5,718) (6,227) (6,837)

Net Cash Flow (2,150) 4,602 4,892 5,308 5,781 6,347

Economic rate of Return 220.2%

Economic NPV 10,486        

Years

Proposed Scenario - FSRP Soft Loan-funded Soya bean farmer
GHS

CF 0 1 2 3 4 5

Operating revenue 1.05 10,038        10,671        11,578        12,608        13,844        

Total inflows

Labour costs 0.95 (1,383) (1,470) (1,595) (1,737) (1,907)

Operating costs 0.95 (3,396) (3,610) (3,917) (4,266) (4,684)

Indirect taxes 0.00 -              -              -              -              -              

Loan interest n/a -              -              -              -              -              

Initial investments n/a (2,150) -              -              -              -              -              

Total Outflows (2,150) (4,779) (5,080) (5,512) (6,002) (6,591)

Net Cash Flow n/a (2,150) 5,259 5,591 6,066 6,606 7,253

Economic rate of Return 250.9%

Economic NPV 12,289        

Years



Funding Mechanisms for Agriculture value chains - Ghana Ministry of Food And Agriculture

Executive Summary
Value

Chains Analysis
Funding 

Mechanisms

Proposed Funding 

Mechanism
Financial & 

Economic Analysis

Risks and 

Mitigations
Literature Review Appendices

Financial Analysis | Poultry (Broiler) Value Chain

In line with International Fundfor AgriculturalDevelopmentό9C!5ύΩǎprinciplesof project evaluation,we have first examinedthe
ΨōǳǎƛƴŜǎǎasǳǎǳŀƭΩorΨǿƛǘƘƻǳǘǇǊƻƧŜŎǘΩalternative,andthen comparedit with proposedscenario(with project).

FinancialAnalysisof Impactof proposedFundingMechanism

ÅWe haveanalyzedthe financialimpact of the proposedfundingmechanism
on broiler poultry productionasillustratedin the adjacenttables.

Å Theanalysiscoversthe impactof the fundingmechanismson broiler poultry
farmers. Dueto availabilityof information, we haverelied on the impact of
the FSRPon farmers as a representationof the impact on the rice value
chain.

Å Under the financialmodelling,all costsand benefitswere valuedat market
prices. We note that only cash inflows and outflows were considered
(depreciationand other accountingitems were not correspondingto actual
flowsareexcluded).

Å Do Nothing scenario(DNS)expressesthe profitability of maizeproduction
under normal circumstancesor άōǳǎƛƴŜǎǎas ǳǎǳŀƭέsituation while the
Proposedscenario(PS)is representshow the proposedfundingmechanism
caninfluenceproduction,financingandprofitability. Thedifferencebetween
the DNSandthe PSrepresentthe incrementalvalueor impactof the Funding
mechanism.

ÅWenotedthat, there arethree DoNothingsituations:

1.Where farmers have no accessto external credit and have no
personalfunds,therefore,do not get involvedin anyproduction.

2. Where farmershaveno accessto externalcredit but havepersonal
fundsto involvein the production.

3. Where farmers do not have personal funds but have accessto
external credit at market rate for their production. The commercial
bankrate in Ghanaat the first quarterof 2023was36.0%.

Do Nothing Scenario - Self-funded Poultry (Broiler)  farmer
GHS

0 1 2 3 4 5

Operating revenue 248,025     263,650     286,061     311,520     342,049     

Total inflows

Labour costs (35,790) (38,045) (41,279) (44,952) (49,358)

Operating costs (105,511) (112,159) (121,692) (132,523) (145,510)

Indirect taxes (22,118) (23,511) (25,510) (27,780) (30,503)

Loan interest -              -              -              -              -              

Capital expenditure (70,920) (50,726) (55,038) (59,936) (32,905) -              

Total Outflows (70,920) (214,146) (228,753) (248,417) (238,160) (225,370)

Net Cash Flow (70,920) 33,879 34,897 37,644 73,360 116,679

Financial Rate of Return 56.1%

Financial NPV 50,619        

Do Nothing Scenario - Loan-funded Poultry (Broiler)  farmer
GHS

0 1 2 3 4 5

Operating revenue 248,025     263,650     286,061     311,520     342,049     

Total inflows

Labour costs (35,790) (38,045) (41,279) (44,952) (49,358)

Operating costs (105,511) (112,159) (121,692) (132,523) (145,510)

Indirect taxes (22,118) (23,511) (25,510) (27,780) (30,503)

Loan interest (23,400) (23,400) (23,400) (23,400) (23,400)

Capital expenditure (70,920) (50,726) (55,038) (59,936) (32,905) -              

Total Outflows (70,920) (237,546) (252,153) (271,817) (261,560) (248,770)

Net Cash Flow (70,920) 10,479 11,497 14,244 49,960 93,279

Financial Rate of Return 26.4%

Financial NPV 6,592-          

Years

Average Annual ROIC 35.2%

Years

Average Annual ROIC 23.4%
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Financial Analysis | Poultry (Broiler) Value Chain

In line with International Fundfor AgriculturalDevelopmentό9C!5ύΩǎprinciplesof project evaluation,we have first examinedthe
ΨōǳǎƛƴŜǎǎasǳǎǳŀƭΩorΨǿƛǘƘƻǳǘǇǊƻƧŜŎǘΩalternative,andthen comparedit with proposedscenario(with project).

FinancialAnalysisof Impactof proposedFundingMechanism

Å The analytical data was based on our research on farmers in Kumasi,
Kintampo, Nkoranza, Savelugu, Karaga, BuilsaSouth,Talon,andKISAsutuary.
Thedataincludedthe costof producing1000poultry.

Å Thematurity periodfor broiler poultry is between4 to 5 monthsin Ghanaso
harvestingand sellingare expectedto be done in the fifth and sixthmonth.
Ouranalysisassumesa 2 poultry cyclesin a year.

Å Revenueconsistsof the saleof broiler poultry from two planting cyclesin
eachof the yearsof analysis.

ÅOperatingcostsis made up cost of feed, vaccines,electricity, water, wood
shavingsfor litter.

Å Indirect taxes are inbuilt VAT on agrochemicalsand other products
purchasedfor the production.

Å Capital expenditure refers to non-current asset for the production which
comprisespoultry structures,drinkersandfeeders,heaters.

Å TheProposedscenariois representshow the proposedfundingmechanism
can influenceproduction, financingand profitability. We noted that, there
arethree ProposedScenarios:

1.Where farmers have accessto funds at reduced/low interest rates.
Weassumed50%of marketcommercialbankrate or input subsidies.

2. Where farmershaveaccessto interest-free credit. Principalwill be
repaid. Theremaybe input subsidiesaswell.

3. Wherefarmersaregivengrants. Principalwill not be repaid.

Proposed Scenario - FSRP Soft Loan-funded Poultry (Broiler)  farmer
GHS

0 1 2 3 4 5

Operating revenue 260,426     276,833     300,364     327,096     359,151     

Total inflows

Labour costs (35,790) (38,045) (41,279) (44,952) (49,358)

Operating costs (100,236) (106,551) (115,607) (125,896) (138,234)

Indirect taxes (7,630) (8,111) (8,801) (9,584) (10,523)

Loan interest (11,700) (11,700) (11,700) (11,700) (11,700)

Capital expenditure (70,920) (50,726) (55,038) (59,936) (32,905) -              

Total Outflows (70,920) (206,083) (219,445) (237,323) (225,038) (209,815)

Net Cash Flow (70,920) 54,343 57,388 63,040 102,058 149,336

Financial Rate of Return 85.9%

Financial NPV 110,322     

Proposed Scenario - FSRP Interest Free Loan-funded Poultry (Broiler)  farmer
GHS

0 1 2 3 4 5

Operating revenue 260,426     276,833     300,364     327,096     359,151     

Total inflows

Labour costs (35,790) (38,045) (41,279) (44,952) (49,358)

Operating costs (100,236) (106,551) (115,607) (125,896) (138,234)

Indirect taxes (7,630) (8,111) (8,801) (9,584) (10,523)

Loan interest -              -              -              -              -              

Capital expenditure (70,920) (50,726) (55,038) (59,936) (32,905) -              

Total Outflows (70,920) (194,383) (207,745) (225,623) (213,338) (198,115)

Net Cash Flow (70,920) 66,043 69,088 74,740 113,758 161,036

Financial Rate of Return 101.2%

Financial NPV 138,927     

Years

Average Annual ROIC 54.5%

Years

Average Annual ROIC 61.1%
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Financial Analysis | Poultry (Broiler) Value Chain

It is expectedthat increasesin yieldasa result of the project interventionwill guaranteeadequatesoyabeanproductionandsupply
in Ghana. Theavailabilityof a readymarket is expectedto encouragemore farmersto producemore broiler poultry beanasa cash
crop,leadingto increasedreturns,improvedlivelihoodsandearningof disposableincomeof actorsof the broiler poultry valuechain

FinancialImpactof FSRPfundingmechanism

Self-funded farmer vsFSRPfunded

Å If a farmer hasno accessto externalfund and doesnot havepersonalfund,
the Do Nothing situation is zero. All the financial impact of the proposed
scenariobecomesthe valueof the proposedmechanism. Theincremental5-
year net presentvalue(NPV)of a broiler poultry farm will be GHS138,927
per 1000birds,under the interest free FSRPfund andGHS110,322, undera
low interestFSRPfund.

Å If a farmer hasno accessto externalcredit but hassomepersonalfunds to
invest in the soya bean production, the 5-year NPVis estimated to GHS
50,619 with an averageannual Return On Investment (ROI)of 35.2% per
1000 broiler poultry. Usingthe FSRPinterest free credit (with NPVof GHS
138,927 per 1000 birds) and FSRPlow interest credit (with NPVof GHS
110,322per 1000poultry birds),the incrementalNPVof the projectover the
Do NothingSituationis betweenGHS59,702andGHS88,308(dependingon
the levelof FSRPinterestsubsidy).

Creditfunded farmer vsFSRPfunded

Å Evenif a farmer hasaccessto externalcredit at market rate, the 5-yearNPV
of the broiler poultry farm is estimatedat (6,592) due to the highintereston
loan (36%). We noted from the field that, no body wants to go into broilers
today becauseof cheaper sourcesoverseers. In comparisonto the FSRP
interest free credit (with NPVof GHS138,927 per 1000 poultry birds) and
FSRPlow interest credit (with NPVof GHS110,322 per 1000poultry birds),
the incrementalNPVof the project over the DoNothingSituationis between
GHS116,914andGHS145,519(dependingon the levelof interestsubsidy).

Å TheFSRPfundingǎŎƘŜƳŜΩǎfinancialbenefit is therefore expectedto exceed
the financialresultof not establishingthe scheme.

ProposedScenarioassumptions

Å Underthe proposedscenario,we alsoassumeda 5%increasein production,
5%reductionin operatingcostsdue to the subsidiesandinputsor the timely
availabilityof credits.

Å In estimatingthe net present value, becausethe analysisis over a 5 year
duration,we adoptedthe most recentbankof DƘŀƴŀΩǎ5 yearbond yield as
the risk free rate and adjustedit as the cost of capital for the analysis. This
wassourcedfrom the.ŀƴƪΩǎwebsite.

Å Fromour field research,the total productioncostof one plantingcycleof 1
acre land of soyabean was GHS65,000 (operating/variablecost) and GHS
43,200(Fixedcost).
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EconomicAnalysis& Impactof proposedFundingMechanism

Å Theentire soyabeanvaluechainis generallyworth the FSRPinvestmentas
the increasein economicactivity asa result of the project will lead to much
more positiveexternalitiesand leadto an improvedstandardof living for all
actors.

Å Theincrementaleconomicvalueisestimatedat GHS49,510per 1000poultry
birdsover the DoNothingsituation. Weadoptedthe financialinterest rate of
the funds asour establishedsocialrate of discountthat realisticallyreflects
aninvestmentalternative(opportunitycost)for the government.

Å The ConversionFactors(CF)refer to the multipliers used to convert from
market valuesto valuesto economicvalues. Generally,positiveexternalities
increaseconversionfactors. The CF(Consultantassumed5% in in revenue
and5%decreasein cost)arebasedon the followingreasons:

o CFapplied to revenue representsthe ability of farmers to sell at
better pricesthroughthe fundingSchemeto reflect the realvalueof
the products.

o CFappliedto wagesreflectsthe presenceof high unemploymentin
these areas, which would push people to work for lower than
marketwages.

o CFappliedto investmentsandoperatingcostsreflectsthe presence
of high transport costsand geographicaldifferential pricesof farm
inputs that makethe ǇǊƻŘǳŎǘΩǎmarket price overestimateits social
value.

o We deductedthe indirect taxes(21.75%VAT&NHIL)from all inputs
that qualify for indirect taxesand the interest on the loan to reflect
the economicvalueof the inputs.
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Economic Analysis | Poultry (Broiler) Value Chain

TheProposedFundingMechanismsare expectedto bring a lot of relief to farmers in the affected districts,where broiler poultry
plantationcontinuesto beon subsistentbasisinsteadof plantingfor commercialpurposesdueto lackof capitalandinputs. Giventhe
importanceof the commodityin the Ghana,all actorsof the valuechainwill benefit tremendously

Do Nothing Scenario - Loan-funded Poultry (Broiler)  farmer
GHS

CF 0 1 2 3 4 5

Operating revenue 1.05 260,426     276,833     300,364     327,096     359,151     

Total inflows

Labour costs 0.95 (34,001) (36,143) (39,215) (42,705) (46,890)

Operating costs 0.95 (100,236) (106,551) (115,607) (125,896) (138,234)

Indirect taxes 0.00 -              -              -              -              -              

Loan interest n/a -              -              -              -              -              

Initial investments n/a (70,920) (50,726) (55,038) (59,936) (32,905) -              

Total Outflows (70,920) (184,963) (197,731) (214,759) (201,506) (185,124)

Net Cash Flow (70,920) 75,463 79,102 85,605 125,590 174,027

Economic rate of Return 114.3%

Economic NPV 164,790     

Years

Proposed Scenario - FSRP Soft Loan-funded Poultry (Broiler)  farmer
GHS

CF 0 1 2 3 4 5

Operating revenue 1.05 273,447     290,674     315,382     343,451     377,109     

Total inflows

Labour costs 0.95 (34,001) (36,143) (39,215) (42,705) (46,890)

Operating costs 0.95 (95,224) (101,223) (109,827) (119,602) (131,323)

Indirect taxes 0.00 -              -              -              -              -              

Loan interest n/a -              -              -              -              -              

Initial investments n/a (70,920) (50,726) (55,038) (59,936) (32,905) -              

Total Outflows (70,920) (179,951) (192,404) (208,978) (195,212) (178,212)

Net Cash Flow n/a (70,920) 93,496 98,271 106,404 148,239 198,896

Economic rate of Return 139.5%

Economic NPV 214,300     

Years
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Our proposed Option is not without risks but we have proposed a mitigation strategy to manage the risks

Products Funding Mechanism Risks Mitigation actions Gender / Deprived support

Grant

-Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Mismanagement of funds by 

beneficiaries as recovery rate is zero 

(free money)

-Political intereference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Stagger the payment of grants and subsequent grants should 

be based on performance appraisal of initial grants

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends more grants with 

additional guidance to help women and 

deprived actors to achieve optimum impact of 

the FSRP.

Subsidy (Seed and 

Interest rate)

-Allocation of seed subsidy to wrong 

actors who may not use the subsidy for 

its intended purpose

-Mismanagement of funds by 

beneficiaries as recovery rate is zero 

(free money)

-Political intereference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Stagger the issuance of subsidy. Additional subsidy should be 

based on performance appraisal of initial subsidies

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends more subsidies 

experienced farmers, existing farmers, women 

and deprived actors to achieve optimum impact 

of the FSRP.

Village Savings and Loans 

Associations

-Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Mismanagement of funds by 

associations

-Risk of default by members

-Political intereference

-Careful appraisal and diligence in the formation of the 

associations

-Adequate education on the operations on VSLAs

-Set guiding principles for beneficiaries to follow

-Strict periodic post funding monitoring of actors

-Stagger the payment of funds and subsequent grants should 

be based on performance appraisal of initial funds

-Disconnect the FSRP from similar projects of the government

The VSLA will be categorised under three Tiers.

1. Tier 1 - Low interest fund

2. Tier 2 - No interest fund

3. Tier 3 - Grant fund

The Consultant recommends that the Tier 3 

associations should be dominated by women, 

start-ups, deprived communities, actors with 

special needs, etc.Credit Guarantee -Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Risk of default by beneficiaries

-Political interference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Amount of guarantee should be based on standard factors like 

the historical performance, existing businesses, etc

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends that FSRP should 

provide only partial credit guarantee to reduce 

the impact of default.

MAIZE
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Our proposed Option is not without risks but we have proposed a mitigation strategy to manage the risks

Products Funding Mechanism Risks Mitigation actions Gender / Deprived support

Grant

-Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Mismanagement of funds by 

beneficiaries as recovery rate is zero 

(free money)

-Political intereference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Stagger the payment of grants and subsequent grants should 

be based on performance appraisal of initial grants

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends more grants with 

additional guidance to help women and 

deprived actors to achieve optimum impact of 

the FSRP.

Subsidy (Seed and 

Interest rate)

-Allocation of seed subsidy to wrong 

actors who may not use the subsidy for 

its intended purpose

-Mismanagement of funds by 

beneficiaries as recovery rate is zero 

(free money)

-Political intereference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Stagger the issuance of subsidy. Additional subsidy should be 

based on performance appraisal of initial subsidies

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends more subsidies 

experienced farmers, existing farmers, women 

and deprived actors to achieve optimum impact 

of the FSRP.

Village Savings and Loans 

Associations

-Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Mismanagement of funds by 

associations

-Risk of default by members

-Political intereference

-Careful appraisal and diligence in the formation of the 

associations

-Adequate education on the operations on VSLAs

-Set guiding principles for beneficiaries to follow

-Strict periodic post funding monitoring of actors

-Stagger the payment of funds and subsequent grants should 

be based on performance appraisal of initial funds

-Disconnect the FSRP from similar projects of the government

The VSLA will be categorised under three Tiers.

1. Tier 1 - Low interest fund

2. Tier 2 - No interest fund

3. Tier 3 - Grant fund

The Consultant recommends that the Tier 3 

associations should be dominated by women, 

start-ups, deprived communities, actors with 

special needs, etc.Credit Guarantee -Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Risk of default by beneficiaries

-Political interference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Amount of guarantee should be based on standard factors like 

the historical performance, existing businesses, etc

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends that FSRP should 

provide only partial credit guarantee to reduce 

the impact of default.

RICE
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Our proposed Option is not without risks but we have proposed a mitigation strategy to manage the risks

Products Funding Mechanism Risks Mitigation actions Gender / Deprived Support

Grant

-Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Mismanagement of funds by 

beneficiaries as recovery rate is zero 

(free money)

-Political intereference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Stagger the payment of grants and subsequent grants should 

be based on performance appraisal of initial grants

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends more grants with 

additional guidance to help women and 

deprived actors to achieve optimum impact of 

the FSRP.

Subsidy (Seed and 

Interest rate)

-Allocation of seed subsidy to wrong 

actors who may not use the subsidy for 

its intended purpose

-Mismanagement of funds by 

beneficiaries as recovery rate is zero 

(free money)

-Political intereference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Stagger the issuance of subsidy. Additional subsidy should be 

based on performance appraisal of initial subsidies

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends more subsidies 

experienced farmers, existing farmers, women 

and deprived actors to achieve optimum impact 

of the FSRP.

Village Savings and Loans 

Associations

-Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Mismanagement of funds by 

associations

-Risk of default by members

-Political intereference

-Careful appraisal and diligence in the formation of the 

associations

-Adequate education on the operations on VSLAs

-Set guiding principles for beneficiaries to follow

-Strict periodic post funding monitoring of actors

-Stagger the payment of funds and subsequent grants should 

be based on performance appraisal of initial funds

-Disconnect the FSRP from similar projects of the government

The VSLA will be categorised under three Tiers.

1. Tier 1 - Low interest fund

2. Tier 2 - No interest fund

3. Tier 3 - Grant fund

The Consultant recommends that the Tier 3 

associations should be dominated by women, 

start-ups, deprived communities, actors with 

special needs, etc.Credit Guarantee -Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Risk of default by beneficiaries

-Political interference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Amount of guarantee should be based on standard factors like 

the historical performance, existing businesses, etc

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends that FSRP should 

provide only partial credit guarantee to reduce 

the impact of default.

SOYA
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Our proposed Option is not without risks but we have proposed a mitigation strategy to manage the risks

Products Funding Mechanism Risks Mitigation actions Gender / Deprived Support

Grant

-Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Mismanagement of funds by 

beneficiaries as recovery rate is zero 

(free money)

-Political intereference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Stagger the payment of grants and subsequent grants should 

be based on performance appraisal of initial grants

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends more grants with 

additional guidance to help women and 

deprived actors to achieve optimum impact of 

the FSRP.

Subsidy (Seed and 

Interest rate)

-Allocation of seed subsidy to wrong 

actors who may not use the subsidy for 

its intended purpose

-Mismanagement of funds by 

beneficiaries

-Political intereference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Stagger the issuance of subsidy. Additional subsidy should be 

based on performance appraisal of initial subsidies

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends more subsidies 

experienced farmers, existing farmers, women 

and deprived actors to achieve optimum impact 

of the FSRP.

Village Savings and Loans 

Associations

-Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Mismanagement of funds by 

associations

-Risk of default by members

-Political intereference

-Careful appraisal and diligence in the formation of the 

associations

-Adequate education on the operations on VSLAs

-Set guiding principles for beneficiaries to follow

-Strict periodic post funding monitoring of actors

-Stagger the payment of funds and subsequent grants should 

be based on performance appraisal of initial funds

-Disconnect the FSRP from similar projects of the government

The VSLA will be categorised under three Tiers.

1. Tier 1 - Low interest fund

2. Tier 2 - No interest fund

3. Tier 3 - Grant fund

The Consultant recommends that the Tier 3 

associations should be dominated by women, 

start-ups, deprived communities, actors with 

special needs, etc.Credit Guarantee -Use of funds for other purposes instead 

of the stipulalted purpose of the FSRP

-Risk of default by beneficiaries

-Political interference

-Careful appraisal and diligence in selection of actors

-Set guiding principles for beneficiaries to follow

-Amount of guarantee should be based on standard factors like 

the historical performance, existing businesses, etc

-Strict periodic post funding monitoring of actors

-Disjoint the FSRP from similar projects of the government

-The Consultant recommends that FSRP should 

provide only partial credit guarantee to reduce 

the impact of default.

POULTRY
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GlobalSoyabeanvaluechain

Å Sittingbetween thesepre-production and post-production stages,producers
areoften vulnerabledueto higheconomicindebtedness(Pujari,2011; Gerber,
2014) as they try to keep up with technologicalinnovations in inputs and
managementand experiencereducedbargainingpower over both inputs and
outputs in a globalizedmarket. Thissituation can lead producersto become
tied to an άŀƎǊƛŎǳƭǘǳǊŀƭǘǊŜŀŘƳƛƭƭΣέa set of structural conditions shapedby
international political and economic processesthat produce a negative
feedbackcycle of investment and debt driven by the need to incorporate
technologyandscientificadvancesinto productionprocesses(Ward,1993).

Å Soybeanproduction in Brazilhasexpandedsincethe 1970s and occupiesan
areaof approximately35 million hectares,comprisinga third of the total area
of global soybeancultivation (CONAB,2018). Recentexpansionduring the
twenty-first centuryhasbeendrivenby the globalappetite for meat (soybeans
is used as an animal feed source)and the increasedpurchasingpower of
consumersin emergingeconomiessuchas China(Pinazza, 2007; Silvaet al.,
2017).

Å Economicand institutional players (e.g., traders, public researchagencies)
havealso influencedexpansionof the crop in Brazil,not only by stimulating
the increase of soybean planted area but also investing in farm credit,
subsidies,logisticsandmarketchains(Steward,2007; Wesz, 2016). Asa result,
Brazilhasincreasedthe numberof soybeanproducersengagingin this global
market, asobservedby the exportsto Chinaand other countriessince2000s
(Silvaet al., 2017). Concomitantly,there has been consolidationof private
companiesdevelopingand marketing seeds,agrochemicals(e.g., fertilizers,
pesticides)and dominant in the commoditiesmarket (Oliveira,2016; Wesz,
2016; Westengenet al., 2019).

ÅGlobally,two of the most commonmeansof financingsoybeansfor traders
arereceivablesfinanceandsecuredfinancing.

Overviewof the GlobalValueChainof the selectedproducts

Å Theglobalvaluechain(GVC)frameworkis usefulto identify opportunitiesfor,
and bottlenecks to, upgrading and development of capabilities in global
industries. It providesa methodologyfor tracingpatternsof valuecreationas
well as understanding power and governance across the full range of
economicactivities within an industry. It does so by exploring the linkages
amongstgeographicallydispersedeconomicactivitiesand actors(Gereffi and
Fernandez-Stark,2011).

Å Specificpatternsof governancecanbecomea hindrancefor the buildingup of
innovation capabilities (Lema, et al., 2018). The ability of local producers
within the GVCto engagein different forms of upgradingcanbe constrained
by the ways in which local firms are inserted into the GVCand the power
asymmetriesbetweenthem, leadfirmsandother actors.

GlobalSoyabeanvaluechain

Å The total world production for soybeansin 2020 was 353,463,735 metric
tonnes, up 5.1% from 336,329,392 tonnes in 2019. Brazil was the largest
producer, accountingfor 34% of world production, followed by the United
Statesat 32%.

Å The global soybean supply chain is a prime example. According to the
Observatoryof EconomicComplexity,in 2016soybeanswere the 50th most-
traded of 1,238 productsglobally,yieldingUS$51.7 billion of exports,with US
and Brazil having the largest shares (US$22.8 billion and US$19.4 billion,
respectively). In the globalsoybeansupplychain,pre-production is related to
inputs from supplyingindustries (e.g., seed, agrochemicals,and machinery
companies)and financialinstitutions. Thepost-production stageis composed
of warehousing(e.g., cooperativesand traders), processingindustries (e.g.,
grain transformation, animal feed, and vegetal oil production), logistics
(distributionto internalandexternalmarkets)andconsumption(Robertiet al.,
2014).
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Globally,two of the mostcommonmeansof financingsoybeansfor tradersarereceivablesfinanceandsecuredfinancing.
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GlobalMaizevaluechain

Å Mistrust, information gapsand weak control measuresimpede maizecredit
cooperation. Achievingcooperationin the maizevaluechainfor credit access
is a complex process. This is becausevalue chains represent interactive
processesbetween diverse actors, of different perspectives,interests, and
positionswhich leadto intendedand unintendedoutcomes(VanWoerkumet
al., 2011). As such,successfulvalue chain cooperationhas been argued to
require evidenceof clearbeneficialoutcomesto multiple actors(Perezet al.,
2010) anda bondof trust betweenactors(Miller andJones,2010).

Å Themain sourcesof formal rural credit for smallholderfarmersare the credit
unions, microfinance/savingsand loans, and rural banks. In general,
agriculturalcredit from financial institutions (FI) is severelylimited for maize
smallholderfarmers.

Å Due to smallholderfarmer lending defaults. Generally,FIsprefer to provide
farmer group credit through a respected trader, project, or farmer
organizationto sharepart of the risksandmonitoring. FIloanofficersareonly
able to visit farms once or twice per season. Before loans are provided,
farmers have their farms and homes visited, and debt status checkedwith
other financialinstitutions. Whenoperatingin groups,farmersusuallyserveto
monitor andpressureeachother to repayloansunderjoint liability terms.

GlobalMaizevaluechain

Å The world's total maize production was estimated at 1.05 million thousand
tonnes in 2020. TheUnited Statesof Americais the top country in terms of
maizeproduction in the world. As of 2020, maizeproduction in the United
Statesof Americawas360,252 thousandtonnesthat accountsfor 34.28% of
the world's maizeproduction. The top 5 countries (others are China,Brazil,
Argentina,andUkraine)accountfor 74.86%of it.

Å Thenature of the demandfor maizeis alsochanging. Maize is an important
food crop but over the past decade,its demandas livestockfeed hasgrown
tremendously. Thishaslargelybeendrivenby rapideconomicgrowth in highly
populated regions in Asia, the Middle East and Latin America leading to
increaseddemand for poultry and livestock products from more affluent
consumers. Maize is also a key ingredient in animal feed and is used
extensively in industrial products, including the production of biofuels.
Increasingdemand and production shortfalls in global maize supplieshave
worsenedmarketvolatility andcontributedto surgingglobalmaizeprices.

ÅWith increasingdiversificationof maizedemandand utilization, global trade
hasbecomeanimportant strategyfor overcomingproductionshortfalls. Maize
is the second most widely traded cereal after wheat. Annual exports,
estimatedat about 90 million metric tons, mainly from North America(USA),
EasternEurope(mainly Ukraine)and South America(mainly Argentinaand
Brazil)meet the growingdemandfor maizeimports in Mexico,North Africa,
EastAsia,and WestAsiaand SouthEastAsiaamongthe developingcountries
andJapanandCanadaamongthe highincomeeconomies.
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The main sourcesof formal rural credit for smallholderfarmers are the credit unions,microfinance/savingsand loans,and rural
banks. In general,agriculturalcredit from financialinstitutions(FI)isseverelylimited for maizesmallholderfarmers
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GlobalRicevaluechain

Å To ensurethat farmers are not left behind in the shift to regenerativefood
systems,a mix of funding sourcesand instruments is required, the most
catalytic being long-term patient capital and de-risking using concessionary
financeand technicalassistance. Together,these efforts is to transform rice
productionςwhich currently emits more greenhousegasesthan the aviation
industryςinto a sustainableagrifoodsystem.

Å Themain sourcesof formal rural credit for smallholderfarmersare the credit
unions, microfinance/savingsand loans, and rural banks. In general,
agriculturalcredit from financial institutions (FI) is severelylimited for maize
smallholderfarmers.

Å Accordingly,two new finance tools developedare a blended finance facility
designedwith fundsfrom the GlobalEnvironmentFacility(GEF)and is piloted
in Bangladesh,CambodiaandVietnam. Thefacility aimsto catalyzepublicand
private fundsfor climate-resilient rice farms,valuechainsand livelihoods. The
approachis to designthe ŦŀŎƛƭƛǘȅΩǎintegrated financingmechanism,develop
local and national stakeholdercapacitiesand establishimpact monitoring of
the facility.

GlobalRicevaluechain

Å Riceis oneof the mostvaluablecerealcropscultivatedandconsumedall over
the world. Chinais the world leadingcountry for rice paddyproduction. Asof
2021, rice,paddyproductionin Chinawas214million tonnesthat accountsfor
27.18%of the world's rice, paddyproduction. Thetop 5 countries(othersare
India, Bangladesh,Indonesia,and Viet Nam) account for 71.63% of it. The
world's total rice, paddy production was estimatedat 788 million tonnes in
2021.

ÅMost rice farmers in irrigation schemesdo not have sufficient financial
resourcesof their own to exploit their holdingsfully. Without a functioning
systemof seasonalcredit, thosewho haveaccessto rain-fed farmlandtend to
divert their labor resourcestowards these crops and to reduce the area of
irrigated rice they cultivate. An alternative responseis to reducethe level of
inputs and so the costsof rice farming, by applyinglower rates of fertilisers
andusingtheir ownseeds.

Å The lack of an effective and accessiblesystemof seasonalcredit for poorer
farmers,allowing them to managerisk, limits their potential to makeuse of
the irrigated land. As the land was developedat great cost to governments,
this impactsnegativelyon the overall return on investment. It also leadsto
increasingdifferentiation betweenproducers,as those who can financetheir
farmingoperationstake advantageof thosewho cannot,by takingover their
holdings through unofficial rental arrangements. Governmentpolicy cannot
ignorethe issueof accessto seasonalcredit andto inputs.
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The main sourcesof formal rural credit for smallholderfarmers are the credit unions,microfinance/savingsand loans,and rural
banks. In general,agriculturalcredit from financialinstitutions(FI)isseverelylimited for maizesmallholderfarmers
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GlobalPoultry valuechain

Å In the light of this, different governmentsin the world offer different typesof
loans,guaranteesandother supportingmeasuresto facilitatethesesmallscale
agribusinessesaccessto capital. Evidencefrom empirical studiesshow that
debt financingof poultry agribusinessesis associatedwith short duration to
guaranteepay-off (Abereijoand Fayomi, 2005). Furthermore,banksin many
developing countries prefer to lend to other sectors to the detriment of
poultry firmsexpectedreturn andrisk(Levitsky, 1996).

Å It has been establishedthat smallholderpoultry farmers within the within
Africa, in particularaccessedcredit facilities for their poultry businessmainly
from informal sourcessuchas relatives,friends, traders, moneylenders,and
RotatingSavingsand Credit Association(ROSCA)amongothers. Also, small-
scalepoultry ŦŀǊƳŜǊΩǎaccessto credit facilities is largelyaffectedby ŦŀǊƳŜǊΩǎ
individual factors such as educationallevel, sizeof household,sizeof farm,
membershipof farm basedorganizationand saving. Challengesincludedhigh
interest rate on loans, high administrative and insurance costs on credit
facilitiesfrom financialinstitutions, lackof collateralsecuritiesto secureloans,
low educationalbackgroundand lack of managementskills were the main
bottlenecksthat impededsmallholderpoultry farmingƘƻǳǎŜƘƻƭŘΩǎaccessto
credit facilities.

GlobalPoultry valuechain

Å Chinais the top countryin termsof poultry meatdomesticsupplyin the world.
As of 2020, poultry meat domestic supply in China was 22,718 thousand
tonnesthat accountsfor 17.74%of the world's poultry meat domesticsupply.
Thetop 5 countries(others are the United Statesof America,Brazil,Mexico,
and RussianFederation)account for 48.16% of it. The world's total poultry
meatdomesticsupplywasestimatedat 128,085thousandtonnesin 2020.

Å Poultry production is part of a long integrated value chain that includes
backwards linkages to agriculture (production of maize and soya), the
processingof these into feed (required for energy and protein needs),the
growingof chickens,andthe slaughtering,packaging,distributionandretailing
of the final product. Thismeansthat the industry hassignificantemployment
andincomemultipliersinto the restof the economy.

ÅGrowing the poultry value chain requires development of a number of
different capabilities. This includes capabilities in agricultural production ς
growing sufficient maize and soya competitively ςas well as capabilities
related to production of poultry ςproductive breedsfor broiler production;
technically efficient broiler production at scale; large scale investment in
production facilities; and technicaland organizationalcapabilitiesrequired in
commercial poultry production. Furthermore, there are competencies
requiredin servicestoo (logistics).

ÅGoodagricultural(Poultry)businesspracticesis capital intensive. It hasbeen
determined that the agricultural enterprises that make Good Agricultural
Practices(GAP)have increasedtheir market share and economicefficiency
(Söyler and Atli, 2018). Although mȊǇƤƴŀǊand Çay (2018) emphasizedthe
contribution of farm mechanization in farming system, including poultry
productionsystem,a mechanizedpoultry farmingis capitalintensiveand thus
requirescredit financing.
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It has been establishedthat smallholderpoultry farmers within the within Africa, in particular accessedcredit facilities for their
poultry businessmainlyfrom informalsourcessuchasrelatives,friends,traders,moneylenders,amongothers.
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Morocco

Å Agricultural financing policies in Morocco are focused on the smallholder
farmers. The obvious reason, based on the findings of Mateos-Roncoand
GuzmanAsuncion(2018) ςdiscussedunder fallout in food insecurityςis that
the smallholderfamersare the hardesthit by dearthof financefor agricultural
production. In Morocco,the ΨƳƻǎǘvulnerableŦŀǊƳŜǊǎΩandΨǊǳǊŀƭǇƻǇǳƭŀǘƛƻƴΩ
makethe beneficiariesof agriculturalfinance.

Å The Green Morocco Plan (PMV) highlights two main strategic issues in
financing agricultural production in Morocco. Of utmost concern to the
authorities and lenders is the high risk of agriculturalproduction. This issue
shouldideallybe treated asa givensinceit tendsto be a universalproblemof
agriculturalfinancingall over the world. However,emphasizingit in the policy
documentreflectsconcernabout possiblefood insecuritydisasterit portends
for the country. It would seem that PMV is a decisive policy response
fashioned to cushion the blow of risk aversion tendencies in agricultural
financing. Financing for agriculture in Morocco is yet fraught with the
challengeof fragmentationof land structures. ThePMVsituatesthis strategic
issuein difficulty which aggregatedfarmers have in benefiting from modern
techniques of agricultural financing. Due to this the risk challenge of
agriculturalinsuranceisseriousandevidentin the empiricalreviewof riskand
risk-takingorientationsof the farmersandinsurers.

Morocco

Å Agriculturalactivities are a key contributor to Morocco'seconomy. In 2020,
agriculture, forestry, and fishing sector accountedfor 12% of the GDP,the
second-highestvalueaddedin North Africaafter Algeria. Moroccohasaround
30 million hectaresof agricultural land area. About 21 million hectaresare
under permanent meadowsand pastures,while sevenmillion hectaresare
arableland. Accessto financingand investmentresourcesis perhapsthe most
important constraintfacingfamily farmers. Creditto agriculturein Moroccois
about 7.4%of agriculturalGDP,while overallcredit to the economyis 65%of
total GDP. Thisshowsthat ŀƎǊƛŎǳƭǘǳǊŜΩǎshareof financingis extremely low
comparedto ŀƎǊƛŎǳƭǘǳǊŜΩǎcontribution to the economy. !ƎǊƛŎǳƭǘǳǊŜΩǎshareof
credit (adjustedfor its contribution to GDP)is nearlynine times lessthan the
average for the whole economy. Existing financial institutions, credit
instruments and bank procedures are ill-adapted to the needs of family
farmers. Farmersare not able to provide the kind of guaranteesthat banks
require to lend, sincemany family farmersdo not havenotarizedland titles.
Theamountsof credit required by individualfamily farmersare usuallysmall
andarenot of interest to banks. Moreover,manybanksconsideragricultureto
be too riskyandprefer not to lendto it.

ÅMoroccoto addressthe financingissuesdecisivelyintroducedsubsidies,State
financialaid andgrantsfor the benefit of farmersand investorsin agriculture.
It names the Agricultural Development Fund (FDA) as the institution
responsiblefor the implementationof this financialassistance. TheMoroccan
authorities took a most audacious action to ameliorate the financing
difficulties facedby farmersand investorsin agriculturewhere PMVproposes
direct financingof farms. With this arrangement,farmerscouldobtain inputs
financing, advanceson crops and other types of loans tailored to their
financingneeds.
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Wehavepresenteda reviewof selectedcountryspecificcasestudieson agriculturevaluechainfinancing
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Brazil

Å Theprincipalfinancialagentfor PRONAFis the Bankof Brazil(Bancodo Brazil),
which has an extensivenetwork of branchesthroughout the country and a
long tradition of working with rural credit. When PRONAFwas launched,its
nominalinterest rate rangedfrom 16 to 12%, but interest rateshavegradually
been lowered,and in 2015, costingand investmentlines started at a rate of
2.5% to 5.5% per annum. Interest rates are much more attractive than
commercialrates and have been a strong stimulus for family farming. The
poultry sector is well-supported as far as accessingexport markets are
concerned. Poultry ǇǊƻŘǳŎŜǊǎΩrelationshipwith governmenthas been built
through the industry association,and this is the forum through which
engagementwith governmentoccurs. Poultryproducersreceiveassistancein
the form of tax exemptions(the drawbackpolicy),and programsthat provide
cashadvancesfor export sales. Thedrawbackspolicy hasbeen important for
stimulatingexports. It consistsof the suspensionor eliminationof taxeslevied
on inputsusedin exportedproducts,thusactingasan incentivefor exportsby
reducing the cost of producing exportable products (and making these
productsmorecompetitivein the internationalmarket)(UBABEF,2012)

Å The majority of rural credit is for short term working capital financing,with
limited longer term investment financing, which is critical to support
agriculture expansion,and particularly sustainableagriculture. Long term
financing is low, due to several reasons, including inter-alia, the historic
macroeconomicvolatility, ōŀƴƪǎΩlack of long-term funding, and ŦŀǊƳǎΩ
difficulty to comply with environmentalregulations. Long- term financing is
particularly relevant to support the capital investment needed for the
adoptionof sustainableagricultureproductiontechnologies.

Brazil

Å In Agricultural Financing,although there is a multitude of programs, the
biggestprogramsare PRONAFand PRONAMP,which aim to support small
family farms and medium-sizedproducers,respectively. Fundsare primarily
channeledvia public banks to earmarked beneficiariesat capped interest
rates. Thegovernmentprogramsare the mainsourceof rural credit andabout
half of the farmers that have a loan, have obtained this loan through
government programs. However, in recent years the number of farmers
obtaining credit through public programs has declined, Credit is very
concentratedin a small number of large farms and products,while the vast
majority of smallfarmsreceivesonly a smallshareof total credit. Themarket-
based instruments, such as agricultural letters of credit, are gaining
importance,especiallyfor largefarms.

Å.ǊŀȊƛƭΩǎpoliciesfor the poultry valuechainhaveincludedsubsidizedcredit for
farmersaswell aspoultry producers. TheNationalRuralCreditSystem(SNCR)
was establishedin 1965 with the purpose of providing rural credit at low
interest ratesto helpproducersfinanceagriculturaloutputsandmachinery,as
well as operating costsand product marketing. Three key objectivesof the
rural credit policy createdin 1965remain in effect today (Lopezand Lowery,
2015): i) access to credit at below-market interest rates; ii) the legal
requirement that banksdevote a portion of their checkingdepositsto rural
credit lines; and iii) smalland family farmersbenefit from evenlower interest
ratesby targetedcredit lines.

Å Evidencein the literature hasshownthat government-driven lendingthrough
public banks (half of rural credit lending volume in the country) is
concentratedin a smallnumberof largeandmoreestablishedfarms. Amongst
private banks, earmarked loans are smaller than free-market loans, are
focusedon clients with a longer credit relationship,and finance loans with
better credit ratings.
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SouthAfrica

Å Broilerproductionby contractgrowersin SouthAfricahasincreasedover the
years and is currently at approximately60-80% of total broiler production
(Bosiuet al., 2017). Theentry of contract growershasbeen partly facilitated
by the sale of the poultry farms by the major poultry producers to new
contract farmers,for example,DaybreakFarmssold off sevenof its farms to
black poultry producers. The shift towards a greater reliance on contract
growing has largely been as a result of an increasingdesire by the major
poultry producersto shift costsassociatedwith owning large piecesof farm
landfrom themselvesto the contractgrowers.

Å Contractgrowingcreatesopportunitiesfor entry giventhe low costof capital
requiredto start up in comparisonwith other stagesof the valuechainwhich
require a significantlyhigher level of expertise. The increasingprevalenceof
contract growers is also important in the context of inclusive growth.
However,despite the opportunities created by contract farming, to become
effectivecompetitorsentrantsstill needto enter at multiple levelsof the value
chainfor verticalcoordinationandto leverageinputs. Theentry of GrainFields
Chicken(GFC)illustratesthis. Thismay not be the caseif accessto breeding
stockandcompetitivefeedwasavailableat fair terms(discussedbelow).
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Wehavepresenteda reviewof selectedcountryspecificcasestudieson agriculturevaluechainfinancing

Taiwan

Å¢ŀƛǿŀƴΩǎagricultureis characterizedby smallscaleand intensiveness,aswell
as its very best traditional agricultural cultivation technologicalbasisin the
world. Improvementsand developmentsin agricultural industries, and the
promotion of agriculture biotechnologyfor entrepreneurial operations and
industrial managementin agribusiness,are major strategicobjectivesof the
Councilof Agriculturein Taiwan. Taiwanesegovernmenthasbeencommitted
to the counselingand promotion of the agriculturalbiotechnologicalindustry.
In fact,¢ŀƛǿŀƴΩǎagriculturaltechnologicaldevelopmenthasgreat advantages
and a solid foundation for the developmentof biotechnologyindustriesusing
agriculturalmaterials.

ÅWith solidbackgroundin agriculture,Taiwanhasthe potential for agricultural
RandDcapabilitiesandtechnologies,aswell asgovernmentalcommitmentto
the promotion of agricultural technologyupgradesand transitions. With the
active developmentof local niche commoditiesto enhancecompetitiveness,
¢ŀƛǿŀƴΩǎagribusinesscontinuouslyproducesbreakthroughsin product R and
D and technological developments for great achievements in the
biotechnologicalindustry, and thus, timely accessto financinghasbecomea
keyfactorof success.

Å Accordingto the statistics of Taiwan Institute of EconomicResearch,the
fundingof Taiwanagriculturalbiotechnologicalcompaniesmainlycomesfrom
individual investors, which accounts for 63.10%, followed by domestic
companies (23.80%) and governmental funding (1.90%), while foreign
investmentandventurecapitalsourcesare less.

Å¢ŀƛǿŀƴΩǎagribusinesshasa traditional operationalmode of small scale,and
most agriculturalbiotechnologicalcompaniesare located sparsely,and thus,
arerelativelylackingthe characteristicsof industrialclusters.




