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1. Introduction

This technical note was written by the European Centre for Development Policy Management (ECDPM) 
as part of the project “AgrInvest-Food Systems: Enabling inclusive and efficient private sector 
investment in agri-food systems”, implemented by the Food and Agriculture Organization of the United 
Nations (FAO) in partnership with the ECDPM. The AgrInvest-Food Systems Project (AgrInvest-FS) 
aims at attracting private investment into agrifood systems aligned with the Sustainable Development 
Goals (SDGs) by leveraging public funds. The initiative strives to contribute to national development 
strategies. AgrInvest-FS’s overarching goal is to help stakeholders understand and manage the 
complex choices that affect the sustainability of agrifood systems and to accelerate progress toward 
the SDGs. AgrInvest-FS benefits from the financial support of the Government of Italy and is being 
implemented in Burkina Faso, Ethiopia, Kenya and Niger. 

In order to accelerate progress towards stimulating investments in agrifood value chains aligned to 
the SDGs, the AgrInvest-FS project focuses on some specific agriculture value chains in these four 
sub-Saharan African countries. It does so by taking into account the policy and political economy 
context, institutional, market and financing system conditions, and stakeholder interests, as well as 
the business and financing opportunities. Providing the missing financing, investment, and technical 
assistance may partly solve the current problem of the underutilization of agriculture resources. 

In this technical note, we apply a systematic approach to the five agri value chains over the four countries 
covered in the AgrInvest-FS project. For each country, we first consider the key characteristics of 
the value chain. We then assess the investment needs and key bottlenecks along the value chain. 
This allows us to identify potentially relevant financing instruments and relevant types of financing 
institutions, which could potentially be interested in financing a segment of the value chain. 

Section 2 briefly presents the financial frameworks and the five agri value chains for the four countries, 
Section 3 presents the case of the rice value chain in Burkina Faso, Section 4 dairy in Ethiopia, Sections 
5 and 6 respectively African indigenous vegetables and aquaculture in Kenya, and Section 7 onion in 
Niger. For each country, we identify key challenges to investment along specific segments of the onion 
value chain, and potential financing institutions and instruments which could be mobilized. 
Based on some of the insights gathered from these case studies, we draw some general lessons and 
recommendations in Section 8. 
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2. Financial frameworks and financing of agri value chains 

This technical note focuses on the financing dimension of sustainable agrifood value chains. The 
development of such value chains critically depends on the capacity to mobilize adequate sustainable 
finance. Yet financing agriculture value chains remains a major challenge in many developing countries. 
While focusing on the four countries Burkina Faso, Ethiopia, Kenya, and Niger, and the specific agri 
value chains identified in the AgrInvest-FS project for their high potential in these countries, we seek 
to outline approaches and opportunities for unleashing the much-needed finance and investments in 
these value chains. As illustrated in Table 1, the mapping of the financial structure for the four countries, 
according to some key indicators, provides a clear sense of some of the systemic opportunities and 
limitations within each country for financing agri value chains.

Table 1 illustrates that, while in some countries like Kenya financial frameworks encourage local 
and foreign financial actors to enter the market and provide a diverse range of financial services and 
products, others are closed up markets with very limited or non-existent allowance for foreign investors. 
This is the case of Ethiopia, which has a tightly controlled banking system. Though Burkina Faso and 
Niger are part of the West African Economic and Monetary Union (WAEMU), Niger has a relatively less 
developed financial sector when compared to that of its counterparts of Benin, Côte d’Ivoire, Guinea 
Bissau, Mali, Senegal, and Togo. In 2018 and 2019, Niger’s financial sector had the lowest net financial 
income for Microfinance institutions, with 1.9  and 2.3 percent respectively (BCEAO, 2021).

All four countries exhibit very low levels of public spending in agriculture, accounting in 2019 (i.e. before 
the pandemic) for about 3 to 4 percent of government expenditure in Burkina Faso and Ethiopia, and 
below 2 percent in Kenya (FAO, 2021). Similarly, the level of private investment in the agrifood sector 
remains extremely modest. The share of private credit to agriculture was below 4 percent in 2019 in the 
four countries, and even below 1 percent in Niger, which has close to three-quarters of its population 
working in the agricultural sector (World Bank, 2021; FAO, 2021a). Besides, while countries like Kenya 
and, prior to the Tigray conflict, Ethiopia were attractive destinations for foreign direct investment 
(FDI);  very little went into the agricultural sector - less than 0.5 percent (FAO, 2021a).

At the level of an agrifood value chain (see Table 2), it is important to consider the financing opportunities 
and bottlenecks at each stage along the entire value chain. However, financing in agriculture 
value chains and food systems, in particular in development contexts, too often tends to focus on 
the production stage. This is particularly the case when considering the poverty and inclusiveness 
dimensions of smallholders’ agriculture. While agricultural production is of course central, it is not 
the only consideration, by far, when considering the marketability of food products, and more broadly 
the sustainability of food systems. It is, therefore, necessary to consider each key segment, from input 
supply (e.g. seeds, fertilizers) to production, transport, warehousing and aggregation, transformation/
processing, distribution, commercialization and consumption, whereby each stage of the chain is 
characterised by backward and forward linkages, from ‘farm to fork’ (Miller  and Jones, 2010).
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Table 1: Mapping financial framework in Burkina Faso, Ethiopia, Kenya and Niger

Country Financial system composition Regulatory framework Digital financing M(SME) financing Agricultural credit

Burkina 
Faso

14 banks as of June 2018 (15 banks and 4 bank-like financial 
institutions 2019), top 3 banks accounted for 78% of total 
assets as of 2015 (BCEAO. 2021). It also has 16 insurance 

and reinsurance companies and 153 licensed microfinance 
entities

In 2019, a state-owned agricultural bank––Agricultural 
Bank of Burkina Faso (BADF) was launched to advance 

agribusiness financing (IMF 2019). Official lending rate of 
about 7.54% as of 2016

Operates within a harmonized regulatory framework 
that is organized around several community bodies 

(BCEAO, WAEMU, Inter-African Conference on Insur-
ance Markets (CIMA), among others), which regulate 
banks, provide banking sector supervision and pru-

dential control, supervise activities of financial players, 
and regulate the insurance sector.1

With over 12 million mobile phone subscrib-
ers (2015), about 3 million adults have mobile 

money accounts; generally,
digital finance institutions have not exploited 
the market potential and offer solutions that 

meet customers’ needs in a limited way.

The government created the Agency for 
Financing and Promotion of Small and Me-
dium-Sized Enterprises to promote Micro-, 

Small-, and Medium-sised- Enterprises 
(MSMEs) financing; however,

credit is highly biased towards large cor-
porations, high interest rates, grants and 
micro-loans. Information and collateral 
barriers may prevent SMEs from getting 

affordable credit.

Average agricultural lending for WAEMU countries 
is 3.0% in 2019 (BCEAO. 2021).

3.74% of total credit from the private sector in 
2019.

 3.29% of total credit from the central government 
in 2019.

Ethiopia      18 commercial banks––16 private and 2 public (total 
number of bank branches stood at 4757, with more than a 
third (35.3%) in the capital Addis Ababa). 37 microfinance 
institutions, 17 insurance companies (16 of them privately 

owned), and 532 agencies (WBG 2019).
Official lending rate of about 13.5% in 2019 and the central 

bank policy rate has been about 7.0% since 2017 (NBE 
2021).

The tightly state-controlled banking sector is closed to 
foreign investment (leasing is the only financial sector 

open to foreign investment), dominated by banks of 
which one state-owned bank is the majority sharehold-
er (WBG 2019). As of 2020, only locally owned non-FIs 
offered mobile banking; new legislation is needed to 

allow the use of movable collateral.

A young digital sector, the mobile penetration 
rate is at 33% of the population in 2019, pro-
moting insurance to the agricultural sector; 
however, digital payments in Ethiopia lack 

harmonization, leadership and
consistency.

The Development Bank of Ethiopia is used to 
subsidize financing to MSMEs, and some of 

the deposit insurance schemes protect them. 
Overall MSME financing is very limited, and 

this gap is higher in rural communities.

Commercial banks and the Development Bank of 
Ethiopia provided 9.2% of their total loans to the 

agricultural sector.2

Also, other data shows that credit       from private/
commercial banks alone was 3.66% of total credit 

(FAO 2021b).

Kenya By December 2020, 42 banking institutions (40
were private, in 2 of which the government is a majority 

shareholder), 14 MFBs, 9 representative offices of foreign 
banks, 66 foreign exchange bureaus, 1 mortgage

refinance company,
17 money remittance providers and 3 credit reference 

bureaus.3

The official lending rate was about 12.4% in 2019,4 and the 
central bank policy rate is about 7.0% in 2020.

Flexible and intends to foster liquidity, solvency and the 
proper functioning of a stable market-based finan-

cial system, including using the legal and regulatory 
frameworks to promote stability, efficiency and access 

to financial services,5 repealed the interest rate cap 
in 20196 and credibility and clarity of monetary policy 

decisions was restored.

Kenya’s adult population (33.2 million), has 
32.5 million active mobile money accounts,7  
digital financing including mobile banking 

contributed to the increase in 2019/2020, and 
mobile money and mobile banking are helping 

smoothen retail payments. 

The government of Kenya supports MSMEs 
as engines of economic growth and employ-
ers, for instance during COVID-19, reduced 

the taxes  imposed on them.8    
It has also  encouraged support for risky 

SMEs through its Credit Guarantee Scheme 
temporary policies to encourage commercial 

banks to lend to them.9

Underfunded, 3.12% of total private credit went to 
the agricultural sector in 2019. For Equity Bank, 
70% of clients are farmers but receive only 4% of 

the bank’s credit portfolio.
Central government credit to agriculture remains 

very low, at 1.84% of total expenditure.

Niger The banking penetration rate is only 6.3%, the lowest in the 
WAEMU region, 14 banks and 4 bank-like financial institu-

tions, supported by microfinance institutions; however, over-
all penetration of financial services was at 24.1% in 2016.

Official lending rate for Niger was 9.9% in 2016 in Niger and 
the central bank policy rate was 2.5% in 2017. 

Operates within a harmonized regulatory framework 
that is organized around several community bodies, 
which regulate banks, provide banking sector super-
vision and prudential control, supervise activities of 

financial players, and regulate the insurance sector.10

Only 2.2 million mobile money account 
subscribers (10% of potential market–3% of 
adults have mobile money accounts, 13.2% 
of these are active); this figure is lower in 

the WAEMU region, and the potential of rural 
areas is untapped.11

Financing of MSMES is at about 10-12%, the 
agricultural sector is left out as fragile and 

risky.
Overall, MSMEs lack long-term financial 
support, rural communities are neglect-
ed––less than 1% of the rural population 

had a bank account in 2010, the lowest rate 
globally.12

Though the government of Niger invested 6.3% 
of its total expenditure in the agricultural sector 

including fishing and industry,13  the private sector 
invests only 0.83% of total credit in the agricul-

tural sector, the lowest compared to the WAEMU 
average of 3% as of 2019.14

Source: Authors’ compilations using different sources, as referenced.

1These community bodies include the Banque Centrale des États de l’Afrique de l’Ouest (BCEAO), which controls and regulates the banks, the WAEMU Banking Commission, which carries out 
supervision and prudential control of the banking sector, the Ministry of Economy and Finance and CIMA, which supervise the activities of the actors at the regional level, with CIMA assisting national 
authorities in regulating the insurance sector and ensuring compliance with prudential rules.
2Ibid 9
3Kenya banking supervision annual report
4Lending interest rate (%) - Kenya, Ethiopia, Niger, Burkina Faso
5Ibid 16
6The interest cap of 4% above the Central Banks’ base rate in 2016, to promote access to credit for agriculture, removed in November 2019
7The Mobile Money prevalence index
8Reduced tax turnover from 3% to 1%, resident corporate tax from 30% to 25%, VAT from 16% to 14% during COVID-19, 
9Kenya suspended listing of negative credit for SMEs affected by COVID-19, and eliminated charges on bank account and mobile wallet transfers.
10These community bodies include the BCEAO, which controls and regulates the banks, the West African Economic and Monetary Union (WAEMU) Banking Commission, which carried out the supervision 
and prudential control of the banking sector, the Ministry of Economy and Finance and CIMA, which supervises the activities of the actors at the regional level, with CIMA assisting national authorities 
in regulating the insurance sector and ensuring compliance with prudential rules.
11Ibid 26
12Niger: Financial Sector Assessment
13FAO data
14Ibid 6
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Financial frameworks and financing of agri value chains

To be viable, the value chain must thus be both financially sustainable and developmentally sustainable. 
Each value chain is characterized by specific stages or segments. These can be financed internally, by 
the actors within the value chain, or externally, by financial actors. It can also be facilitated by internal 
services (as in the case of cooperatives for instance) and external services (e.g. digital platforms, 
training, advisory services, etc.).

Figure 1 provides an illustrative example of a simplified value chain and financial opportunities. The 
initial step consists of identifying the key segments of the value stage. These can differ depending 
on each specific value chain.  The following broad categories can be considered as the key stages 
of the agri value chains: input supply, production (e.g. farmers and production groups), warehousing 
(e.g. storage and early packaging), processing, distribution (including transportation, exporting or 
wholesaling/retailers) and consumption. In practice, more or fewer stages can be considered, and 
each stage can be split according to the type of activity and actors involved. The type of actors involved 
(e.g. individuals/micro-enterprises, cooperatives, SMEs, larger companies), geographic location and 
markets targeted (e.g. local, national, exports) also matters (see for instance, Table 3 in the case of 
rice in Burkina Faso). 

Figure 1: Overview of financial mapping for agri value chain stages

Table 2: Selected value chains for Burkina Faso, Ethiopia, Kenya and Niger

Country Value chain Regions under study 

Burkina 
Faso

Rice The West (Hauts-Bassins, Boucle de Mouhoun, Cascades) and 
the South-East (Bagré) (D’Alessandro and Tondel, 2021), (Kout-

ou et al. 2021)

Ethiopia Dairy Central Oromia (Woolfrey et al. 2021) 

Kenya Indigenous vegetables Kisii, Nyamira, Vihiga and Nakuru counties (Rampa and Dekey-
ser, 2020; Rampa and Obiero, 2021)

Niger Aquaculture (Cage fish farming) The riparian counties of Lake Victoria (Migori, Homa Bay, Kisu-
mu, Siaya and Busia) and Vihiga County (Dekeyser and Obiero 

2021; Rampa and Dekeyser, 2020)
Onions Niger in general (Karkare and Seters 2021; Cortese et al. 2021)

Source: AgrInvest-FS project.

Source: Designed by the authors, inspired by Miller and Jones (2010), Figure 2.1.
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From a finance perspective, it is then relevant to consider whether each stage can be financed 
appropriately. Bottlenecks can be in the production stage, but not necessarily. Warehousing can be 
one of the bottlenecks, as in the case of rice in Burkina Faso and onion in Niger for instance.15 Specific 
sources of finance can be identified for each stage along the value chain. In doing so, it is important 
to rely as much as possible on market forces. The objective should be to identify private finance when 
possible and only consider public mechanisms when strictly necessary, either to help mobilize private 
finance whenever possible or remedy the lack of private finance if really needed. In this regard, it is 
useful to identify the type of financial institutions (e.g. commercial/public, banks/funds/micro-finance 
institutions/etc.), as well as the type of financial instruments (e.g. loans, equity, grant, blended finance, 
guarantee, etc.), which can be available and most appropriate for each stage along the value chain. 
It is also important to consider the enablers, in terms of policies, regulatory measures, and specific 
support measures. Figure 1 provides a summary overview of some of these key parameters.

In this overall process, it is worth stressing that the bankability of the value chain, i.e. the expected 
profitability of the investment, must be clearly assessed and spelt out. Without a strong business 
case, there will be no financially sustainable solution for the development of the value chain as a 
whole, and for every single stage. Concessional finance and grants can be considered, in particular for 
project development and early-stage investment. Blended finance mechanisms and guarantees can 
help mitigate risks and attract investment in agriculture value chains.16 Technical assistance, skills 
development and training, stakeholder platforms, and other forms of support can help empower the 
actors along the value chain and reduce transactions. Such a broad range of support can contribute to 
making the agri value chain more financially sustainable and resilient.

15See also the World Bank discussion by Adjognon et al. (2019), Implementing Effective Warehouse Receipt Financing Systems: Lessons from a pilot WRS 
project in the Senegal River Valley; and Coulter Consulting Ltd and Sullivan & Worcester UK LLP (2014), Étude sur les systèmes d’entreposage et de tierce 
détention adaptés à l’Afrique sub-saharienne.
16See for instance Apampa et al. (2021), Scaling up critical finance for sustainable food systems through blended finance, SAFIN-Convergence (2021), 
Deploying blended finance to mobilize investment at scale in food and agriculture, and FAO (2020) Farmers and agribusinesses at risk under COVID-19: What 
role for blended finance funds? 
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3. Burkina Faso: Rice value chain

In Burkina Faso, the study focuses on the rice value chain in the western regions of Boucle du Mouhoun, 
Hauts Bassins and Cascades, and the Centre-East Region, notably Bagré (Koutou et al 2021). Rice has 
high demand in the urban areas of Burkina Faso. The rice value chain also has the strong support of 
the government that is aimed at promoting food security and reducing the country’s rice import bill 
(Koutou et al 2021). 

3.1. The production stage of the rice value chain
The Burkina Faso rice value chain is currently producing below its full capacity due to several barriers. 
Understanding them requires comprehension of the production stage of the value chain, which is an 
essential factor in determining the visibility, profitability and sustainability of the other value chain 
stages. A promising production stage has what it takes to attract investors that can finance the 
development of other value chains. 

The production of rice in Burkina Faso is still dependent on natural weather conditions, which makes 
it prone to climatic hazards. Rice production in Burkina Faso is also carried out mostly by small family 
farms as presented in Table 2. The poor connectivity between the rural production communities and 
the urban market centres mostly due to poor road infrastructure, also reduces the market share of 
rice, leading to price variability across the seasons and regions. 

Table 3: Mapping the production stage characteristics of the rice value chain in Burkina Faso

Source: Authors’ compilations based on D’Alessandro and Tondel (2021) and Koutou et al (2021).

Indicator Typical characteristics

Production period Relatively medium-term production period of 120 to 150 days on average, varying 
depending on production methods

Production conditions Paddy rice farming depends heavily on natural weather conditions; however, some 
producers can exploit irrigated surfaces

Production geography Mostly in rural communities with large plots of land that can accommodate rice-grow-
ing, also in peri-urban and urban areas

Enterprise size Small (mostly family farms), but medium and large-scale farming also exists 

Product perishability Rice is considered a non-perishable product and can last for years if kept at room 
temperature

Product bulkiness Dry bulk if transported in large quantities, and can also be sold in small quantities for 
small-scale consumers

Main market(s) Self-consumption, domestic markets, and international markets including the border-
ing states of Mali, Ghana and Nigeria

Other value chain 
stages 

Storage and packaging, processing and steaming, distribution,
and consumption

As shown in Table 3, the rice produced has a large prospective domestic market that constitutes 
individual households and institutions like schools, barracks, hospitals, as well as the international 
markets of bordering states such as Mali, Ghana and Nigeria. This makes it a strong business case 
that could be profitable to the different players along the value chain stages. To achieve this, local 
production, which currently meets half the demand for rice of Burkina Faso households, needs to be 
intensified in a way that meets the existing market demands. 
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3.2. Investment needs of the rice value chains 
Burkina Faso is home to more than 1.4 million informal MSMEs and has about 65 000 registered 
enterprises, of which only 500 have an annual turnover of more than USD 1.8 million.17 The rice value 
chain is also largely informal and constitutes mostly smallholder farmers. Along different value chains, 
MSMEs face a common problem of limited financing opportunities. At the production stages of the rice 
value chain, MSMEs are unable to access the credit needed to make sufficient inputs such as quality 
seeds, fertilizers, machinery and irrigation systems available. Limited finance also affects the potential 
of the MSMEs that are engaged in the storage value chain stage as they cannot afford the appropriate 
storage facilities. Financing gaps also affect enterprises engaged in the processing, distribution and 
market (consumption) value chain stages as presented in Table 4. 

Table 4: Rice value chain bottlenecks that may be addressed by increased and targeted investments

Source: Authors’ compilations and adaptations from Koutou et al (2021).     

Value chain stage Bottlenecks that can be addressed by increased financing and 
investment options

Input supply • Limited access to affordable high-quality inputs
• Low usage of quality inputs by increasing their market availability
• Lack of enough private players in the input supply markets
• Poor or missing input storage facilities

Production • Low land acquisition to expand and stimulate rice-growing potential
• Inability to finance modern machine acquisitions for the production process
• Shortage of water control or irrigation systems
• Lack of rice crop insurance services to reduce the associated risk
• Limited awareness of the improved methods of farming

Warehousing in-
cluding storage and 
packaging

• Insufficient storage facilities, especially in the rural communities
• Poor support of construction/ rehabilitation of community-level storage infrastructure
• Inadequacy of warehouses at inter-community level
• Weak capacity of farmers in stock management

Processing and 
steaming

• Poor quality of the processing equipment for all enterprise sizes
• Rudimentary technology used for drying and steaming (especially by women) 
• Shortages in energy infrastructure development leading to high energy prices

Distribution, includ-
ing transportation, 
wholesalers and 
retailers

• Poor road infrastructure to enable market access in urban areas
• Low market share for local rice, highly-priced compared to imported rice
• Distribution is mostly by small-scale actors, with limited involvement of large-scale  
   distributors 

Consumption • Current rice supply only meets 50% of  market needs
• A large import bill that exposes local markets to international shocks
• Poor awareness of the nutritional value of the locally produced rice 
• Many suppliers operate on a small scale compared to imports that have few suppliers 
   operating on a large scale

Table 4 shows that the rice value chain experiences shortages of appropriate storage facilities. This 
exposes rice to quality risks and at times leaves no room for local rice to have competitive prices when 
compared to the imported rice on the market (USAID,  2017). Having the necessary storage facilities 
could, among others, improve the functioning of the inventory credit system operations, allowing for 
the use of the warrantage and warehouse receipt system,  aggregators as collateral. Warrantage, that is, 
a community inventory credit, allows farmers to access credit for either rice value chain expansion or 
other economic and non-economic activities. Well organized storage systems can also give cooperatives 
the negotiating ability to attract finance from formal and informal financing actors.

17Financial Protection Forum. 2021. How Burkina Faso is Leveraging a Credit Guarantee Scheme to Help SMEs Weather the COVID-19 Economic Crisis. Text 
by Tenin Fatimata Dicko and Maria Pagura. In: Financial Protection Forum [online]. Washington, D.C.
https://www.financialprotectionforum.org/blog/how-burkina-faso-is-leveraging-a-credit-guarantee-scheme-to-help-smes-weather-the-covid-19
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The Burkina Faso government may attract the private sector to venture into input supply businesses 
by providing subsidies to MSMEs engaged in seed and fertilizer production for the rice value chain. 
This not only lowers the costs of input production, it also enables farmers to access inputs at relatively 
lower prices, increasing demand and high usage of quality inputs. Subsidies should not be limited to 
the input supply stage; they should be extended as an incentive to all rice value chain MSMEs to help 
lower production costs at every stage and boost the competitiveness of local rice, which is currently 
more expensive than imported rice. 

Previously, the high demand for imported rice has been partly due to certain perceptions that present 
local rice as being of poor quality, mainly because of the traditional production technologies. Such biases 
have reduced over time, with the knowledge that although enterprises engaged in local rice production 
encounter quality standard challenges, their rice produce is more nutritious than some types of imported 
white rice. Despite the increased demand for local rice in Burkina Faso, importation of rice remains high, 
for example, in 2021/2022, imports in rice and wheat were projected at 12 percent above the previous 
year and 14 percent higher than the five-year average (FAO, 2022).  Overdependence on imported rice 
exposes Burkina Faso to international shocks that may unexpectedly worsen food insecurities.18

Lack of the necessary working capital is also a bottleneck that seems to be affecting MSMEs along all 
the rice value chain stages. Rice production as an agricultural activity is deemed too risky to attract 
a variety of financing options. As a result, MSMEs have to rely mostly on individual savings, family 
and friends’ financial contributions along with informal lending. Despite the ongoing developments in 
the insurance sector, as will be discussed later, insurance companies in Burkina Faso do not provide 
insurance coverage to the agricultural sector at the moment, making the private finance institutions 
perceive the agriculture value chains as too risky to finance. The rice value chain is no exception, given 
its already high dependence on natural climatic conditions that make it susceptible to drought and the 
like. Besides, the time-consuming rudimentary technology used for drying and steaming (mostly by 
women) may also lead to low productivity for parboiled rice. The share of private sector financing that 
is directed towards the agricultural sector including the rice value chain is small and has decreased 
over time, from 4.4 percent in 2017 to 3.7 percent in 2019 (FAO, 2021b). 

3.3.Financing options for the rice value chains 
Bridging the saving-investment gap in the rice value chain could help address some of the existing 
challenges, as presented in subsection 2.1.2. Yet the percentage of total public sector and private 
sector spending that is directed to the agricultural sector is equally low, at 3.29 percent of total central 
government lending and 3.74 percent of total credit to the private sector respectively (FAO, 2021b). The 
commercial banks of Burkina Faso invest sparingly in the agricultural sector, with as low as 6 percent 
of total bank assets being provided to MSMEs in the form of loans (IFC, 2019). The International Finance 
Corporation (IFC)’s Burkina Faso country diagnostic report also shows that the available finance from the 
banking sector of Burkina Faso only meets 16 percent of the total investment needs of SMEs. It is equally 
associated with high interest rates (7.5 to 15 percent), has a very short repayment period of about 2 years 
maximum, and is associated with stringent collateral requirements (IFC, 2019). Burkina Faso’s banking 
sector financing is also expensive for the rice value chain. A good 91.7 percent of the loans provided 
require collateral security, whose value is often about 175.5 percent of the loan amount (WB, 2021a). 

Women in Burkina Faso, who also play a significant role across all value chains, are highly financially 
excluded, with only 35 percent of total adult women having a bank or digital account (WB, 2021a). 

18SMIAR - Système mondial d’information et d’alerte rapide.
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Individuals who are engaged in the rice value chain MSMEs but do not have access to financial services 
will most likely not benefit from the financing provided by the formal financial institutions, leaving 
them with limited or no working capital at all. Closing the rice value chain financing gaps, in general, 
requires getting the basics right, starting with ensuring that all potential enterprises have access to 
affordable and suitable financial services and products.

Coordinated efforts from the public and private sector, along with domestic and international investors, 
are crucial in mobilizing the necessary financial resources that can meet the requirements of micro 
and large-scale businesses engaged in the rice value chain in Burkina Faso. Non-governmental 
organizations, such as Alliance for a Green Revolution in Africa (AGRA) in partnership with the Neema 
Agricole du Faso SA, have supported Burkina Faso rice farmers through promoting the use of certified 
seeds and also supported rice processing.19 Interventions such as those of AGRA that target the 
informal sector may also extend to being gender targeted to cover women and women’s groups which 
use traditional and artisanal methods to process paddy rice in particular (USAID, 2017). 

The informal rice value chain MSMEs depend on informal lenders who require a high collateral value 
and offer high interest rates, short grace periods, and unfair contractual terms. Informal sector MSMEs 
are mostly family-led businesses that may need individual or household loans. Financing opportunities 
such as equity, grants, guarantees, and seed capital should be flexible enough to provide an allowance 
for the informal sector MSMEs to benefit substantially from the available investment opportunities. 
Impact funders, development finance institutions (DFIs) and development agencies may also invest 
in making the required technology for processing and steaming available to MSMEs partly through 
the existing Savings and Credit Cooperative Organization (SACCOs), Rotating savings and credit 
associations (ROSCAs), cooperatives and other necessary groups that may be applicable. This will not 
only boost productivity during the rice processing stage, it will also save time especially for women, 
thus adding value to rice by using the rudimentary technologies.

Burkina Faso has a range of local financial institutions that comprise mainly commercial banks, 
microfinance institutions, and insurance companies. In 2019, the government of Burkina Faso 
established a state-owned agricultural bank (BADF) to advance agribusiness financing. This could also 
be a good opportunity to boost rice value chain financing in rural communities and among underfunded 
groups, especially women- and youth-led MSMEs as presented in Table 5.

19A Rice-Powered Green Revolution in Burkina Faso, see also Burkina Faso’s Rice Industry Transforms Farmers’ Lives.
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Table 5: Potential financing options along the rice agriculture value chain in Burkina Faso

Value chain 
Stage

Likely financing and in-
vestment objectives

Potential financial 
instruments

Examples of potential financiers/ 
formal or informal

Input supply • Improving access to affordable 
high-quality inputs
• Promoting usage of quality 
inputs by increasing their market 
availability
• Attracting more private players 
in the input supply markets
• Improving input storage 
facilities

• Subsidies
• Concessional loans
• Grants
• Guarantees
• Equity

• Burkina Faso government through subsidies 
and policy-based public spending.
• International agencies such as development 
corporations with a special interest in input 
supply.
• DFIs such as the World Bank and its current 
Bagré Growth Pole Project, Commonwealth 
Development Corporation (CDC) now the British 
International Investment –invested in Neema 
Agricole du Faso SA
• Commercial banks, such as Coris Bank, Eco-
bank, and Bank of Africa, constitute more than 
78% of total assets as of 2015,20 among others. 
• Agriculture specific state-owned banks and 
other agriculture focused commercial banks 
such as the Agricultural Bank of Burkina Faso 
(BADF), Réseau des Caisses Populaires du 
Burkina Faso (RCPB), among others.
• Agriculture specific international finance 
institutions such as the International Fund for 
Agricultural Development (IFAD), and the Alli-
ance for a Green Revolution in Africa. 
• Philanthropist entities such as the Bill and 
Melinda Gates Foundation (BMGF).

Production • Increasing land acquisition for 
growing rice
• Financing modern machine 
acquisitions for production 
processes
• Building more water control or 
irrigation systems
• Providing more rice crop 
insurance services to reduce the 
associated risk
• Creating awareness of the 
improved methods of farming

• Equity
• Venture capital
• Grants
• Guarantees
• Seed capital
• Patience capital
• Mezzanine
• Credit line
• Insurance services
• Warehouse receipts
• De-risking services
•Loans including 
concessional loans and 
group loans

• Impact funders and investment funds like 
Brightmore Capital, Viktoria Ventures, Angel 
Investment Network and Injaro Agricultural 
Capital Holdings Ltd.
• Specializsed international finance Institutions 
like IFAD and Regional Agricultural Develop-
ment Fund.
• DFIs including multilateral development banks 
(MDBs) such as AfDb, WBG, European Invest-
ment Bank (EIB) through partnerships with 
financial intermediaries.
• Development agencies such as Deutsche 
Gesellschaft für Internationale Zusammenarbeit 
(GIZ).
• Commercial banks especially RCPB, Coris 
Bank, Ecobank, and Bank of Africa, which 
constitute more than 78% of total assets as of 
2015.21

• Microcredit institutions, including cooperative 
owned microfinance institutions and others. 
• ROSCAs and SACCOs which provide mi-
cro-loans to fellow members at low or zero 
interest rates.
• Insurance companies currently do not cover 
the agricultural sector. 
• Warehouse companies.

20Financial sector overview - Burkina Faso.
21Financial sector overview - Burkina Faso.
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Value chain 
Stage

Likely financing and in-
vestment objectives

Potential financial 
instruments

Examples of potential financiers/ 
formal or informal

Warehousing 
including 
storage and 
packaging

• Making sufficient storage 
facilities available especially in 
rural areas
• Supporting the construction or 
rehabilitation of storage infra-
structure at the community level
• Improving the adequacy of 
warehouses at the inter-commu-
nity level
• Improving the capacity of farm-
ers in stock management

• Equity 
• Venture capital
• Grants
• Guarantees
• Concessional loans
• Seed capital
• Mezzanine
• Credit line
• Loans
• Insurance services
• De-risking services
• Warehouse receipts 
system (warrantage)

• Specialized international finance institutions 
like IFAD and Regional Agricultural Develop-
ment Fund
• DFIs including MDBs such as AfDb, WBG, EIB 
that cooperate with financial intermediaries
• Commercial banks especially Coris Bank, Eco-
bank, RCPB, and Bank of Africa
• Guarantee companies such as Burkina Faso 
Interbank Financial Guarantee Company
•Development corporations with an interest in 
improving food security systems such as the US 
International Development Finance Corporation 
•Cooperatives and farmers’ associations

Processing and 
steaming

• Providing high-quality process-
ing equipment for all enterprise 
sizes
• Strengthening capacity, espe-
cially of women, to use modern 
steaming technology
• Building the required energy 
infrastructure and ensuring 
affordable energy prices

• Equity
• Venture capital
• Loans including con-
cessional loans
• Grants
• Guarantees
• Seed capital
• Contract financing
• Technical support in 
the form of equipment 

• Commercial banks especially Coris Bank, Ecobank, 
Bank of Africa, among others 
• Impact funds such as Investisseurs & Parte-
naires in SSA, with Sinergi Burkina Faso
• DFIs including MDBs such as AfDb, WBG, EIB 
that cooperate with financial intermediaries
• Foreign investors including companies and 
individuals
•Microfinance institutions including cooperative 
banks and farmers’ associations
•Non-Government Organizations such as Alliance 
for a Green Revolution in Africa 

Distribution, 
including 
transportation, 
wholesalers 
and retailers

• Constructing quality infrastruc-
ture to enable market access in 
urban areas
• Advancing the market for local 
rice through competitive prices, 
imports are cheaper
• Attracting large-scale players 
into distribution, currently mostly 
done by small-scale actors 

• Equity 
• Venture capital
• Grants
• Guarantees
• Concessional loans
• Seed capital
• Mezzanine
• Credit line
•Loans 
•Technical support in 
form of equipment

• Commercial banks especially Coris Bank, 
Ecobank, and Bank of Africa among others
• DFIs including MDBs such as AfDb, WBG, EIB 
and the Dutch Entrepreneurial Development 
Bank (FMO) that cooperate with financial inter-
mediaries including microcredit institutions
• Microfinance institutions such as Première 
Agence de Microfinance Burkina Faso
•Government investments in infrastructure 
development through budgetary expenditures

Consumption • Stimulating rice supply to meet 
market needs (only meets 50% of 
the consumption needs) 
• Reducing the rice import bill by 
increasing the competitiveness 
of locally produced rice
• Creating awareness about the 
much greater nutritional value of 
locally produced rice compared 
to imported white rice
• Attract large-scale buyers to 
absorb large quantities of locally 
produced rice at competitive 
prices

• Equity 
• Venture capital
• Grants
• Guarantees
• Concessional loans
• Mezzanine
• Credit line
• Loans including mi-
cro-loans and patient 
capital
• Contract financing
• Forwards and futures

• Commercial banks such as Coris Bank, Eco-
bank, Bank of Africa among others
• DFIs support empowering individuals as con-
sumers, including women, especially through the 
2X challenge
• Microcredit institutions, including cooperative 
owned microfinance institutions
• Development of insurance companies, none 
exists at the moment
• Cooperatives and associations such as ROSCAs 
and SACCOs
• Development corporations with an interest in 
boosting the capacity 
• Philanthropist entities such as BMGF that have 
an interest in providing the necessary finance, 
technical assistance and policy-based financing

Source: Authors compilations.
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External assistance may range from the financial support provided by international finance institutions 
(IFIs), philanthropists, diaspora investors, and foreign private investors. Burkina Faso also largely 
attracts low levels of direct investments (FDI), which decreased in the face of the COVID-19 pandemic 
from USD 163 million in 2019 to USD 149 million in 2020 (UNCTAD, 2021). Prior to the pandemic, 
UNCTAD presented agriculture, food and beverages and accommodation and food services as some 
of the most promising industries that were attracting high levels of foreign direct investments in 
developing countries (UNCTAD, 2019). With the ongoing pandemic, the Investment Promotion Agency 
ranking has maintained the agriculture and food industry as the most attractive and important industry 
to invest in (UNCTAD, 2021). 

Despite such encouraging rankings that have the potential to attract foreign investors, the agricultural 
sector, including the rice value chain, is also one of the riskiest sectors. It therefore remains to be seen 
if such positive rankings can attract investors bringing in new financial resources and also the required 
technical assistance. Innovative financing solutions are a good start to attracting more external 
financing for the rice value chain, helping eliminate the bottlenecks presented in Table 3 and making 
the rice value chain more effective and efficient. In Table 5, we present examples of the financing 
options that national and international financiers and investors could undertake to meet some of the 
investment needs in the rice value chain.

Farmers in Burkina Faso expressed a need for agriculture risk management services. In turn, the 
Burkina Faso government endorsed the establishment of the agricultural risk management body and 
an agricultural insurance company (Stoppa and Dick, 2018). This has also attracted the support of 
IFIs, for example. In 2018, the African Development Bank (AfDB) funded a three-year pilot project to 
assess the mechanisms for providing agricultural insurance services for rice, sorghum, wheat and 
maize (AfDB, 2018). Despite these developments, the implementation of several initiatives aiming at 
providing insurance services for rice farmers is yet to take place. It is worth noting that in the neigh-
bouring countries of Mali and Senegal, the rice value chain is among the other selected value chains 
that have been able to benefit from agricultural insurance programmes, experiences that could 
benefit Burkina Faso insurance service providers.22

Stoppa and Dick (2018) also present several factors that continue to hinder the success of agricultural 
insurance services, inter alia: insurance products are not tailored to meet the needs of low-income 
earners most of whom are engaged in agriculture including the rice value chains, farmers cannot 
provide statistics about their activities, premiums are expensive for farmers, insurance culture is 
missing, farmers have no education on insurance, and the government has not strongly committed to 
the growth of agricultural insurance services.

Lack of insurance services for the rice value chain may discourage some investors who perceive it as risky 
because of losses that are likely to come from droughts, floods, insects and parasites, losses relating to 
harvests, wildfires, as well as destruction by animals for mixed crop and livestock farming. Equipping 
the private and public sectors to provide insurance services and products that could cover the associated 
losses may lure commercial banks and microfinance institutions to invest in the production stage of the rice 
value chains. Insurance services may be extended to the other warehousing, processing, and distribution 
stages of the rice value chain as well to cater for post-harvest losses (Rikolto, 2021; Stoppa and Dick, 2018). 
However, some of the investments required to finance for instance the hydro-agricultural infrastructure 
(example.g. Bagré Pole and in Samandeni) may require the support of the public sector through the partial 
creationof public-private partnerships (Venot et al, 2017).
Burkina Faso’s government may foster the rice value chain through enabling policies such as subsidies 
and direct financing of the MSMEs. Building the right partnerships with cooperatives, the government 

22PlaNet Guarantee - Mali, and CNAAS is focusing on communication.
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of Burkina Faso and international financial institutions with development mandates may also direct 
their financing to proselytizing irrigation systems, distribution channels and the quality of the local rice 
produced to meet national as well international needs. This may improve the marketability of local rice 
by making it competitive in the markets where imported rice is currently preferred. Since part of the 
financing comes from international players with a limited local presence, building partnerships with 
local expertise in the rice value chain may make certain the effectiveness of the associated investments.

While providing financial capital is important, it needs to be balanced with the right technical assistance 
for all the value chain stages. Potential investors ought to invest in capacity building programmes 
and finance procurement of the necessary storage facilities. Women who usually do the steaming, 
sometimes in groups, also lack appropriate technology and remain altogether underfunded compared 
to their male counterparts. The very nature of the artisanal parboiling process may make this often 
informal activity vulnerable to technological improvements and more industrialized processes by 
SMEs, though improved technology may still help (Atanga Ndindeng et al., 2015).

The role of cooperatives and local organizations in supporting the growth and expansion of the rice 
value chains cannot be overemphasised; these include the Burkina Faso interprofessional rice 
committee, the National Union of Rice Producers of Burkina Faso (UNPRB), the National Union of Rice 
Steamers, the National Union of Industrial and Semi-Industrial Processors of White Rice in Burkina 
Faso (UNTR-B), the Agricultural Services Provision Cooperative, the Burkina Faso Federation of 
Professionals in the Agricultural Sector and the National Association of Rice Traders of Burkina Faso 
. Cooperatives with good leadership can attract local, regional and international financing to invest in 
expanding the businesses, making improved inputs available, and smoothing a shift from the use of 
rudimentary land tilling methods to using tractors.
4. Ethiopia: the dairy value chain 
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Ethiopia’s dairy sector is mostly constituted  of subsistence smallholder farmers whose produce is 
currently unable to meet the market demand (Gebreyohanes et al, 2021). In this study, we focus on 
Central Oromia, a region identified by FAO under the AgrInvest-Food Systems Project as one of the 
major milk-producing regions. Although Central Oromia produces 38 percent of the total milk in 
Ethiopia, it still produces below its full capacity. Approximately 90 percent of the milk produced from 
Central Oromia, together with other milk-producing regions in Ethiopia, is consumed fresh.

The Ethiopian milk production value chain gives a glimpse of the significance of a well-established 
production value chain in influencing the other stages of the value chain. Woolfrey et al (2021) report 
that, despite Ethiopia having the required dairy processing equipment, there is a shortage of milk 
supply for the mainstream processing stage of the value chain.

4.1. The production stage of the dairy value chains
In Ethiopia, the milk supplied by the MSMEs engaged at the production stage is not sufficient to meet 
the dairy processing input needs, which continues to partly affect the rate at which the dairy factories 
can operate at full capacity (22 percent of their capacity on average), among other factors such as lack of 
incentives for producers to sell to dairy processors, low presence of mostly unutilized aggregation centres, 
and local preference for raw milk. Approximately 98 percent of milk in Ethiopia is produced by the rural 
communities which conduct traditional pastoral livestock farming, traditional lowland mixed livestock 
farming and traditional highland mixed farming, while urban communities produce the remaining 2 
percent from the emerging smallholder dairy farming and commercial intensive dairy farming. 

Focusing on Central Oromia, which is the region studied, a lot of factors stand out in affecting the extent 
to which farmers can meet the market demand for milk. First, livestock farming is carried out mostly by 
smallholder farmers (owning 1 to 3 cows) as outlined in Table 6, most of which graze on communal land. 
As of 2015, 95 percent of milk in Central Oromia came from smallholder farmers.23 Most lack the 
necessary working capital to acquire more land, more livestock, and the necessary feeds and breeds to 

Table 6: Mapping the production stage characteristics of the dairy value chain in Ethiopia

Source: Authors’ compilations based on a review of the literature.

Indicator Typical characteristics of the dairy value chain in Ethiopia

Production period It may be seasonal for smallholder farmers and consistent for medium and large 
producers.

Production conditions Partly dependent on natural factors, especially communal grazing but also use manu-
factured feeds.

Production geography Mostly the rural community (most milk producers). Peri-urban and urban communities 
also exist.

Enterprise size Variable: it may be smallholder subsistence farmers (they produce 98% of Ethiopian 
milk), medium and large-scale farmers as well.

Product perishability Milk is highly perishable and requires immediate care upon harvest using cooling 
systems.

Product bulkiness Milk is generally considered liquid bulk.

Main market(s) Mostly sell to domestic wholesale and retail shops including small-scale consumers 
and institutions

Other value chain 
stages

Milk collection and aggregation, dairy processing, and consumption.

14
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expand production. Unless the land challenge is addressed, increasing milk production with the current 
stock of cattle will be difficult. However, this issue could be solved by replacing about 20 percent of the 
current livestock with six times more productive herds (Solidard 2018).

Although some farmers rely on manufactured feeds, the availability of such feed is limited. Improved 
feeds may also be expensive for most smallholder cattle keepers or even unavailable, especially 
in remote communities. As presented in Table 6, dependency on communal land is susceptible to 
seasonal fluctuations which may be associated with drought. Even in the absence of drought, cattle 
can easily exhaust the natural feeds, calling for more options that may comprise purchased feeds, crop 
residues, and other improved feeds such as alfalfa that are currently underutilized.

The dominance of the production stage by micro and small business lines which are mostly located 
in the rural areas of Central Oromia also draws the attention of informal and small-scale distribution 
channels that supply milk for consumption. Although Ethiopia has relatively medium and perhaps 
large-scale dairy factories (milk collection and cooling centres) in need of milk supplies, 49 percent of 
which are located in Oromia, most continue to struggle for an assured milk supply.

Smallholder farmers in rural areas may find it preferable to sell off their milk products to nearby 
household markets than invest in cooling equipment to supply it to dairy factories that are mostly present 
in peri-urban and urban areas. Boosting milk production requires several financing interventions that 
can enable farmers to enlarge their production capacity in terms of land acquisition and other input 
supplies, while at the same time creating an immediate market for the large quantities of milk that are 
likely to be produced (Ferede Abebe et al, 2022) 

4.2.Investment needs of the dairy value chain
The dairy production value chain in Central Oromia, Ethiopia is facing a number of challenges as 
presented in Table 6. It is largely informal, producing milk mostly for local household consumers. 
Low milk supplies also seem to be a bigger hindrance to the proper functioning of other value chain 
stages of the relatively medium-sized dairy processing businesses, causing them to operate below 
their average full capacity. 
Micro- and small-sized milk-producing enterprises are crucial in providing livelihoods to the majority 
of low-income families in Central Oromia. Complementing their milk production with the right kind of 

23Hands -on investment guide.
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medium and large-sized commercial livestock farming could bridge the current milk supply-demand 
gap in Central Oromia. This, however, may call for addressing a number of challenges as presented in 
Table 6, and should largely aim at improving the distribution of crossbreed heifers and improved feed 
suppliers to increase milk production (Traide, Ethiopia 2021). Developing insurance services provided 
by the public sector (for example, the Ethiopian Insurance Company) and the private sector (for 
example, Nyala Insurance) for livestock and extending them to cover a wider range of milk production 
value chain services may help ensure consistent milk production.

Generally in Ethiopia, only 34.8 percent of the adult population has a bank or mobile account. Digital 
financial services could be a good alternative that could provide small-scale loans and insurance 
products to individuals along the agricultural value chains including the milk production value chain, 
especially smallholder livestock farmers. However, less than one percent of adults in Ethiopia are 
able to use digital financing to make any form of payment (World Bank, 2021). According to the Groupe 
Speciale Mobile Association (GSMA) Intelligence Consumer Survey, lack of digital skills prevents 
about 62 percent of Ethiopian non-internet users from adopting mobile and internet banking financial 
services (GSMA, 2016). 

Table 7: Dairy value chain bottlenecks that may be addressed by increased and targeted investments

Source: Authors’ compilations based on a review of the literature.

Value chain stage Bottlenecks that can be addressed by increased financing and invest-
ment options

Input supply • Limited supply of improved feeds 
• Unaffordable prices for high quality feeds 
• Land shortages limit sufficient supply of feeds
• Limited vaccines and drugs for cattle
•Lack of access to improved breeds

Milk production • Overdependence on communal grazing, prone to climate change effects
• Low input technologies
• Low output technologies
• Limited or no access to formal markets, especially in rural communities
• Poor quality of raw milk due to poor immediate milk care (prone to contamination) 
• Low milk production per cow
• Limited land to expand dairy farming
• Seasonal fluctuations that affect the availability of cattle feeds

Milk collection and 
aggregation 

• Low input and output technologies
• Mostly informal milk collection channels that partly supply milk to the cooperative
• Most dairy farmers do not belong to a cooperative where government support is directed
• Transportation infrastructure, especially in rural communities, limit milk supplies to 
urban areas
• Milk storage capacity is very low, especially in the low communities
• Limited technical capacity and equipment including repairs in the event of defaults

Dairy processing • Mostly women do informal processing to produce fermented milk (yoghurt), and butter or 
cottage cheese
• Limited technical expertise and intermediate technologies for milk processing 
• Medium to large-scale dairy processors are operating below capacity
• Limited milk market, especially during rainy seasons (more feeds) when milk productivity 
is high 

Retail and con-
sumption

• Mostly informal disaggregate markets
• High cost of liquid milk due to the perishability of the commodity
• Limited large-scale players to provide a steady market
•Low milk consumption levels especially during the religious fasting periods
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Women in Central Oromia play an important role in producing milk products. They use traditional 
technologies to make milk products such as traditional butter (Kibe), fermented/sour milk (Ergo), 
traditional ghee (Neter Kibe), cottage cheese (Ayib), and buttermilk for household use and local 
markets (Getabalew, Alemneh and Zewdie, 2020). Such economic activities could be further developed 
by investing in women to expand and further develop their milk processing and by providing them with 
technical assistance and the equipment necessary for quality processing of milk. However, generally 
in Ethiopia, women are highly financially excluded from accessing financial services and the associated 
financing opportunities, with only 29.08 percent of adult women in Ethiopia having a bank or mobile 
money account (World Bank, 2021). Providing the right financial services and products to address 
the unique barriers that these women face, calls for the crucial involvement of impact investors, 
microfinance institutions, and other social development-oriented international agencies as suggested 
in Section 3.3.

World Bank (2021a) also demonstrates that, while more than 92 percent of SMEs in Ethiopia have a 
checking or savings account, only about 33 percent were able to access loans or a line of credit in 
2015 and 86 percent of the loans to the enterprises required collateral security, whose value was on 
average 296 percent of the total loan amount. All these factors also continue to affect the extent to 
which individuals and businesses engaged along the milk production value chain can access affordable 
financing opportunities. Central Oromia also has unique cultural factors such as communal ownership 
of land for the livestock growing communities (Gurmessa, 2021). Although communal grazing fields 
allow livestock farmers to have equal access to grazing fields, they are susceptible to depletion due 
to overgrazing. Communally-owned land arrangements in Central Oromia also fail to give farmers the 
right to use the land asset as collateral for accessing loans from financing institutions.

4.3. Financing options for the dairy value chain
SMEs in Ethiopia, which include the dairy value chain SMEs in Central Oromia, have an estimated 
financing gap of USD 3.9 billion (World Bank, 2021b). Local actors such as commercial banks, 
microcredit institutions and insurance companies have the potential to contribute to closing this gap. 
In the financial year 2019/2020, the Development Bank of Ethiopia together with commercial banks 
provided about 9.2 percent of their total loans to the agricultural sector (NBE, 2021). The banking 
sector of Ethiopia is underdeveloped, state-controlled, and closed to foreign investment that would 
otherwise bridge the existing financing gaps. 

A large share of the domestic and private sector credit is also directed to state-owned enterprises 
which took up 17.2 percent of total credit in 2016 and these continue to overcrowd the private sector 
SMEs (IFC, 2019). The Ethiopian banking sector also relies on two major banks: the Commercial Bank 
of Ethiopia and the Development Bank of Ethiopia, which account for 65.6 percent of total deposits, 
and 69 percent of total banking sector assets as of June 2017 (IFC, 2019). Although it has about 18 
banks, some of the Ethiopian commercial banks such as Zemen Bank, Berhan International Bank, 
Addis International Bank, Debub Global Bank among others have around one branch each which are 
mostly located in urban areas.24

The private sector contributions towards the agribusinesses and other SMEs engaged in forestry and 
fishing as a share of the total credit has decreased over time from 8.02 percent in 2015 to 3.66 percent 

24https://nbebank.com/banks/ 
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in 2019 (FAO, 2021b). Government expenditure on the agricultural sector also remains modest and was 
only 3.5 per cent of total public spending in 2019. Although Ethiopia attracts high rates of FDIs relative 
to other African countries, this was greatly reduced by the COVID-19 pandemic from USD 2.6 billion 
in 2019 to USD 2.4 billion in 2020 and is expected to decrease even further due to the volatile security 
situation. The Ethiopian government may need to take on board flexible financial regulatory policies 
that can attract foreign investors to supply finance and investment to help bridge the existing problems 
in regions like Central Oromia.

As presented in Table 8, all milk production value chains are facing a number of barriers that are 
limiting them from functioning at optimal capacity. International donors such as the Government of the 
Netherlands have taken an integrated approach to invest in the different Ethiopia milk production value 
chain stages including production, storage facilities, processing and marketing through subsidies and 
financial support.25 Such organizations have directed their investments to smallholder farmers, who 
are typical of the Central Oromia milk production sector, with the end goal of supporting micro- to 
small-scale enterprises to increase their annual income by USD 500 annually.
One of the major challenges that Central Oromia and the whole of Ethiopia faces is how to increase 
milk production to meet the current market demands, which require satisfying immediate domestic 

Table 8: Mapping of financing options along the milk production value chain in Ethiopia

Value chain 
Stage

Likely financing and investment 
objectives

Potential financial instru-
ments

Examples of potential financi-
ers/ formal or informal

Input supply • Provide improved feeds
• Support more land acquisition 
• Improve the supply of veterinary services 
including drugs and vaccines
• Provide more improved breeds to improve 
milk production per cow
• Facilitate reductions in the prices of qual-
ity feeds

• Grants
• Seed capital
• Equity
• Venture capital
• Mezzanine
• Subsidies from the government

• Subsidize input supply by government 
and international donors including on 
import of some inputs
• National Development banks such as 
the Development Bank of Ethiopia 
• Microfinance institutions such as 
Oromia Credit and Saving Institution, 
Vision Fund Microfinance Institution, 
Cooperative Bank of Oromia
• Philanthropists 
• Development Agencies such as the 
Agricultural Transformation Agency 

Milk
production

• Promote the adoption of input and output 
technologies that can improve efficiency and 
productivity
• Boost access to formal markets in rural 
communities
• Promote access to storage facilities, in-
cluding technology and equipment demon-
strations
• Promote reliance on other feeds rather 
than communal grazing

• Grants
• Seed capital
• Equity
• Venture capital
• Mezzanine
• Credit lines provided by cooper-
atives 
• Contract financing
• Loans including concessional 
loans
• Insurance services

•DFIs such as CDC, EIB, FMO, AfDB, 
World Bank Group
• Commercial banks such as the Com-
mercial Bank of Ethiopia (CBE), Oromia 
International Bank, Awash International 
Bank, Cooperative Bank of Oromia, 
among others
• National Development banks such as 
the Development Bank of Ethiopia
• Microfinance institutions such as Oro-
mia Credit and Saving Institution, Vision 
Fund Microfinance Institution, among 
many others
•Cooperatives such as Ade Berga in 
Holeta and Ada’a dairy cooperative in 
Debre Zeit
• Famers’ associations including Village 
Saving and Loan Associations

25Dairy Farm Equipment, Ethiopia
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Source: Authors’ compilations based on a review of the literature.

Value chain 
Stage

Likely financing and investment 
objectives

Potential financial instru-
ments

Examples of potential financi-
ers/ formal or informal

Milk collection 
and aggrega-
tion 

• Develop a consistent and transparent 
quality and quantity control system that 
builds trust 
• Improve milk collection to reach medium 
enterprise dairy processing, especially for 
off-road producers
• Promote connectivity between production 
and consumption centres
• Boost technical capacity and equipment 
and storage facilities
• Provide cooling machinery required for 
milk collection and aggregation
• Develop road infrastructure to improve 
rural-urban connectivity
• Improve storage facilities especially in 
rural communities

• Grants
• Credit lines
• Subsidies from the government
• Insurance services-these are 
currently missing
• Technical assistance
• Loans including concessional 
loans
• Contract financing especially by 
cooperatives
• Insurance services

• DFIs such as CDC, EIB, FMO, AfDB, 
World Bank Group
•Commercial banks especially such as 
CBE, Oromia International Bank, Awash 
International Bank, among others
•National Development banks such as 
the Development Bank of Ethiopia 
• Microfinance institutions such as Oro-
mia Credit and Saving Institution, and 
Vision Fund Microfinance Institution
• Cooperatives such as Ade Berga in 
Holeta and Ada’a dairy cooperative in 
Debre Zeit and those which are share-
holders of the Cooperative Bank of 
Oromia, Jimma Cooperative and Sheno 
town dairy cooperative.
• Philanthropist entities such as BMGF
• Development projects such as Women 
Entrepreneurship Development Project 
• Insurance companies
• NGOs such as AGRA

Dairy process-
ing 

• Increase support for women, especial-
ly those engaged in informal processing 
through technology provision
• Build capacity of women engaged in milk 
processing
• Promote technology access and usability
• Boost operation of dairy processing factors 
to full capacity through increased milk 
supplies
• Develop milk outlets during high supply 
periods, especially rainy seasons when milk 
productivity is high due to the availability of 
feeds for livestock

• Grants
•Seed capital 
• Equity
• Venture capital
• Mezzanine
• Credit lines
• Subsidies from the government
• Small ticket loans especially to 
women groups in the processing 
stage

• DFIs such as CDC, EIB, FMO, AfDB
• Commercial banks especially such as 
CBE, Oromia International Bank, Awash 
International Bank, among others
• National Development banks such as 
the Development Bank of Ethiopia 
• Microfinance institutions such as Oro-
mia Credit and Saving Institution, Vision 
Fund Microfinance Institution, among 
many others, SACCOs, ROSCAs 
• Cooperatives such as Ade Berga in 
Holeta and Ada’a dairy cooperative in 
Debre Zeit 
• Philanthropist entities such as BMGF
• Development projects such as Women 
Entrepreneurship Development Project 
• Development initiatives such as the 2X chal-
lenge which aims at investing in women
• Digital financial services such as M-Birr

Retail and con-
sumption

• Formalize markets
• Engage large-scale players, especially 
available processing industries
• Boost supply to meet market needs
• Make consumer-friendly prices for fresh 
milk
• Find market alternatives especially during 
the religious fasting periods

• Equity
• Venture capital
• Mezzanine
• Credit lines
• Subsidies from the government
• Micro-loans to smallholder 
business lines

• Commercial banks such as CBE, 
Oromia International Bank, Awash 
International Bank, among others
• National Development banks such as 
the Development Bank of Ethiopia 
• Microfinance institutions such as Oro-
mia Credit and Saving Institution, Vision 
Fund Microfinance Institution, among 
many others 
• Cooperatives such as Ade Berga in 
Holeta and Ada’a dairy cooperative in 
Debre Zeit 
• Philanthropist entities such as BMGF, 
Rockefeller Foundation, and Shell 
Foundation among others
• Development projects such as Women 
Entrepreneurship Development Project 
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consumption needs while providing sufficient intermediary inputs for the processing industries. MSMEs 
engaged in milk production in Central Oromia have limited access to credit and finance. Where formal 
financing is available, it largely cannot meet the value chain market needs for smallholder majority 
farmers (Brasesco, Asgedom, Sommacal, 2019). The expansion ambitions of micro-sized and small-
sized dairy agribusiness producers are yet to be achieved, as livestock farming is usually a capital-
intensive activity that necessitates the acquisition of large plots of land for livestock farming, improved 
feeds, and breeds that can stimulate milk production as partly presented in Table 8. Within Ethiopia, 
the EIB has for example mainstreamed its agricultural financing and collaborated with the World Bank 
to support SMEs through a USD 276 million funding scheme (ADF, 2018).26

Digital financial services provided by mobile money service providers such as CBE-Birr, H-Birr, M-Birr, 
HelloCash, and Abay Be Deje may be capable of meeting some of the financing gaps of milk value 
chain MSMEs in Central Oromia. However, the Ethiopian digital market is still underdeveloped, with 
only 0.51 percent of adults above 15 years of age using mobile payment services and the internet as of 
2017 (World Bank, 2021). The World Bank also argues that the increased spread of digital technologies 
has the possibility of improving efficiencies in many sectors and delivering new projects, including 
mobile money that can transform access to financial services and products (IFC, 2019a). Digital 
payment systems could facilitate transactions among the dairy value chain MSMEs for fresh milk and 
milk processed products, improving financial history record-keeping and sometimes providing an 
opportunity for MSMEs to repay their loans at their own convenience.

In Ethiopia, digital financing could assist smallholder farmers and SMEs in accessing quick and timely 
small-ticket financing, although the digital financial system in Ethiopia is still young compared to that 
of Kenya for example. Having been introduced in 2015, it now consists of five mobile money service 
providers, which offer services that are limited to payments and transactions (GSMA, 2021). The 
World Bank (2021) provides data showing that access to mobile phones in Ethiopia is very limited at 
45 percent of the entire adult population, restricting the extent to which adult Ethiopians, including 
those employed along the milk production value chain in Central Oromia, can exploit digital financial 
services to save, pay, transact and access credit. Out of the 116.4 million Ethiopians, only 23.96 million 
had access to the internet as of January 2021.27 With an internet penetration rate of 20.6 percent, the 
use of digital technologies to make and receive agriculture associated payments, including receiving 
and repaying loans, remains moderate. World Bank (2021) data shows that only 0.51 percent of the 
Ethiopian adult population is currently able to make any payments using mobile money or the internet, 
which makes digital services an unexploited potential financial alternative.

Although limited, the current degree of digital financial inclusion in Ethiopia allows for use of digital 
financial services in the agricultural sector, for example, digital vouchers provided by the Agricultural 
Transformation Agency (ATA), in collaboration with Kifiya Financial Technology, to smallholder farmers 
in Amhara to support them to access credit (Zijlstra et al., 2015). However, the Ethiopian government 
continues to restrict the development of digital banking through high regulation of technology financial 
players, by putting in place strict processes to obtain licences for operation and for partnerships with 
the traditional banks (GSMA, 2021; WB, 2019). Giving room to digital financial platforms and subsisting 
on their innovative digital financial services could leverage additional finance through mobile money 
platforms to finance, among others, the milk production value chains in Central Oromia.
There is also a need for gender-specific financing that may increase investments for women involved 
in the dairy value chain and who are currently underfunded. Nevertheless, the Ethiopian gender 

26Ethiopia: Companies to benefit from EIB backing for USD 100m private equity fund.
27DIGITAL 2021: ETHIOPIA.
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financing problem is more systematic and structural. 29.08 percent of all women in Ethiopia have a 
bank or digital banking account and this share would be much lower if disaggregated to show only 
those women engaged in the agricultural sector. Extending international development finance under 
different gender programmes such as She-invest for the EIB and the 2X-Challenge could help promote 
access to grants, concessional loans to women-led businesses along the dairy value chain. Banks, 
micro-credit institutions and impact funders could also support women groups through credit or 
providing them with the necessary processing technology and training. 
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5. Kenya: African indigenous vegetables (AIV) value chain

In Kenya, two value chains are selected, one of which is the AIV value chain in Kenya, focusing on the 
counties of Kisii, Nyamira, Vihiga, and Nakuru (Rampa and Dekeyser 2020, and Rampa and Obiero 
2021). The AIV value chain is mostly constituted of micro-sized and small-sized enterprises, mainly 
led by women who carry out subsistence farming while marketing the remaining AIVs. AIV production 
is mainly rainfed, with surpluses and very low prices during the rainy season and deficits and fairly 
good prices during the dry season. At the same time, the high level of the perishability of AIVs makes 
it difficult for the produce to be supplied to long-distance markets where the demand may be high.

5.1. The production stage of the AIV value chains
AIV production is mostly done on a small scale, especially in the counties of Kisii, Nyamira, and Vihiga. 
In Nakuru County, a substantial share of land has been dedicated to vegetable production, making AIV 
commercialization of the value chain probable. AIV consumption in Kenya is steadily becoming popular 
and vegetable farmers are slowly responding through increasing production of AIVs. Although urban 
and peri-urban farmers mostly use irrigation systems, the AIV production is largely rainfed in the 
rural communities of Kisii and some parts of Nyamira, leading to scarcities during the dry season as 
outlined in Table 9. Vihiga county has good weather conditions that may favour AIV farming but this also 
remains highly dependent on nature. On the other hand, the black nightshade and Saget (spider plant) 
produced in Nyamira County are able to attract a large market share from the urban communities in 
Kenya (County Government of Nyamira, 2018).

Table 9: Mapping the production stage characteristics of the AIV value chain in Kenya

Source: Authors’ compilations based on a review of the literature.

Indicator Typical characteristics of the AIV value chain in Kenya

Production period Short term production for fresh AIV, which can be as low as 3 to 8 weeks

Production conditions High dependency on natural climatic conditions with limited irrigation options, 
especially among the rural communities

Production geography Mostly in rural, relatively low in peri-urban, and very low in urban communities

Enterprise size Mostly smallholder farmers, micro- and small enterprises but with some medi-
um-sized enterprises, especially in the county of Nakuru

Product perishability Fresh AIV can be perishable within a day after harvest. Dried and packaged vegeta-
bles are non-perishable (last more than a year)

Product bulkiness Dry bulk if to be transported in large quantities but in small quantities for domestic 
markets

Main market(s) A domestic market exists. There are also growing export markets, especially in the Unit-
ed Kingdom of Great Britain and Northen Ireland (UK), Italy, Germany andw the United 
States of America.

Other value chain stages Input supply, transportation, warehousing, processing, trading and end market

The counties of Vihiga, Nakuru and Nyamira have ongoing processes that are intended to support 
the establishment of aggregation centres that may provide well-organized marketing lines for the 
vegetables. When such establishment are put in place, they may provide consistent markets for farmers, 
attracting more farmers and even enabling the expansion of the existing micro- and smallholders. 
Aggregation processes may connect many smallholder AIV producers to potential markets which may 
include high-end greengrocers, schools, hotels and wholesale traders. From interviews with Kenyan 
stakeholders, aggregation plans will also include constructing a database on farmers and organizing 
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them in groups based on the type of AIVs they grow. With such achievements in place, the AIV informal 
businesses may be driven towards formalization processes, eventually allowing MSMEs to benefit from 
formal financial services. 

The plans to aggregate AIVs may also address capacity problems through capacity building 
programmes, such as community-based coaching that will train farmers to make their businesses 
viable and write feasible business plans to attract financing from domestic and external investors. 
For instance, in addition to investing in aggregation centres, the government in Nyamira County is 
providing greenhouse training for youth groups in Manga, Raitigo, Ria Ng’ombe, Mecheo, Ekebuse 
and Ekerubo, with skills in vegetable production (County Government of , 2018). Farmers’ associations 
under the AIV aggregation processes may also use their bargaining power to encourage financing of the 
necessary modern technologies, including irrigation systems, to boost crop production in a consistent 
manner that is not dependent on seasonality. Organized production systems may also be able to attract 
innovative financial services and products that may include forwards and futures, contract farming, 
warehouse receipts and traditional financial services such as loans, equity and grants.

5.2. Investment needs of the AIV value chain 
The AIV value chain stages have many barriers that may be addressed by additional financing. While 
the production stage may require investments in small-scale irrigation systems to overcome the 
limitation of dependency on natural climatic conditions, it may also need investors who can support the 
supply of affordable and improved inputs, including seeds and organic fertilizers. Fresh AIVs are highly 
perishable and if not given special care, they may get spoiled even within the 24 hours following harvest 
which increases their financial risk profile. They need to invest in the supply chain, including equipping 
the aggregation centres with coolers. As a high-profile AIV value chain stage, financial institutions may 
be advised to charge high interest and require high-value collateral from agribusinesses engaged in 
the production of vegetables.

Processing companies such as Mace Foods, with its head office in Eldoret, Uasin Gishu County, Kenya 
and with sales and marketing units in Wuppertal, North Rhine Westphalia, Germany, have been able 
to provide a market for fresh AIVs (Black nightshade, Brassica oleracea var  acephala, Common 
Amaranth, Cowpea leaves, and Spiderplant), processing them to give them a relatively longer shelf 
life (about a year), for exportation mainly to Germany, Spa in, Italy, the United Kingdom of Great Britain 
and Northern Ireland, the Netherlands and the United States of America. Kenya has more large AIV 
exporting enterprises that may include Vertical Agro EPZ and Jani Fresh that have the potential to 
provide a market for fresh vegetables; however, vegetable processing enterprises are still largely 
missing. Another investment opportunity lies in providing cooling facilities at aggregation centres, 
which can add value by increasing the shelf life of freshly harvested AIVs before delivering them to 
market outlets or to processors.
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Table 10: Mapping potential financial needs along the AIV and aquaculture value chain in Kenya

Source: Adaptations from Rampa and Dekeyser (2020) and Rampa and Obiero (2021).

Value chain stage Bottlenecks that can be addressed by increased financing and 
investment options

Input supply • Limited availability of improved input seeds due to low supply by agri-dealers 
• High prices for improved seeds and high costs of producing the small volumes 
demanded by the market.
• Low incentive for private seed companies or retailers to enter the market 
• Low capacity to develop some inputs locally using local technology

Production • Over-dependence on natural weather conditions, leading to scarcities in dry seasons
• Low production due to subsistence farming where what is sold on markets is the excess
• Informal nature of producers makes them miss out on formal financing
• Post-harvest losses due to poor handling and lack of storage facilities
• Low prices especially during periods of peak supplies

Transportation28 • Limited transportation facilities (storage trucks to preserve vegetables)
• Poor rural-urban connectivity infrastructure leads to excess supply in rural areas 
amid shortages in urban areas. However, this is improving fairly fast as the Kenyan 
Government has invested in rural road connectivity over the past few years.
• Small-scale supplies from various farmers, which makes aggregation expensive in 
terms of time and collection costs

Warehousing
including
(supermarkets, grocery 
stores)

• High vegetable perishability (within 24hrs at room temperature), which makes 
them unattractive for the warehouses
• Poor storage facilities that preserve vegetables inefficiently, which makes some 
warehouses, especially supermarkets demand low amounts of AIVs

Processing29 • Limited players are involved in the processing of vegetables, yet there is a poten-
tial export market
• Poor technology for vegetable processing relies on sun-drying, which is cli-
mate-friendly but inefficient during the rainy season

Trading30 • Farmers sell upon harvest at farm gates (price volatility across seasons) to whole-
sale and retailers
• High perishability that limits bulk buying by wholesale and retail traders 
• Seasonality of the AIV make trading of the product inconsistent, which may drive 
some traders out of the market during periods of low supplies

End market • Limited supply of vegetables, which does not meet steady demand
• Informal markets and limited AIV supplies in the formal markets
• Oversupply of AIV especially during peak production periods, which leads to low prices

AIV value chains in Kenya are also mostly micro-enterprises led by women, who carry out small 
household farming for household consumption, sometimes selling the remainder of their produce 
in markets. Women producers in the counties of Kisii, Nyamira, Vihiga, and Nakuru have few acres 
of land, limited access to inputs including seeds, fertilizers, and irrigation systems, and do not have 
the right technology to preserve their produce for market. At the same time, women are less likely to 
be financed. Most do not own assets such as land which is the major collateral requirement. Where 
women own land, the collateral security required is still expensive, about 269.1 percent of the loan 
amount (World Bank, 2021a).

Another problem limiting the attractiveness of the AIV value chain is the lack of storage facilities, 
despite the high perishability of vegetables. Because of the associated high losses (sometimes as high 
as 50 percent in the case of fresh vegetables), smallholder farmers and medium-sized enterprises 
may not find AIV farming to be a viable business venture (IFC, 2019b). Overcoming this challenge 

28Market agents or traders move from farmer to farmer/market. Farmers transport products to local markets, and aggregators also transport to urban centres. 
29This includes cleaning, grading, packing, storing under shade and blanching, sun drying, fermentation and flour making.
30The aggregators of fresh leaf AIVs sell the produce to export agents, wholesalers and retailers who dominate the informal marketing structures. 
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by providing the required storage trucks and equipment for warehouses as well as retailer traders 
may lengthen the life of fresh vegetables and widen markets. Processing companies such as Mace 
Foods may also be supported with the necessary processing technology, especially climate-friendly 
vegetable driers. The current processing is also only limited to vegetable leaf drying, though this could 
potentially be processed into spices, and some vegetable grains such as those of Amaranth can be 
processed into crackers and bread. With the right technical support complemented by the necessary 
financial support, AIV seeds can also be processed into oil. In Nyamira County, the government has 
supplied solar dryers to women’s groups for value addition (County Government of Nyamira, 2018). The 
processing of vegetables helps maintain price stability, as the excess supply during peak seasons may 
be processed for periods of low supplies. Besides, dry-processed vegetables as an alternative product 
create market diversification for local and international markets.

AIVs are low in calories and fats, and are a source of many nutrients, including fibre, vitamins 
and potassium. Through awareness programmes, these biases may be eliminated, expanding the 
market for AIVs. With an increased market share, there may be more MSMEs joining the AIV value 
chain in the counties of Kisii, Nyamira, Vihiga, and Nakuru, some of which may complement the 
commercialization efforts in some counties like Nakuru and Nyamira. Commercialization of the AIV 
value chain may also be an important step towards promoting its formalization for businesses and 
financiers as well as investors.

5.3. Financing options for the AIV value chains
Kenya has a comparatively developed financial sector that is able to attract local investors and 
financiers. In 2018-2020, it was able to attract the highest number of blended finance transactions 
(32 in 2018-2020) compared with other developing countries (Convergence, 2021). Nevertheless, a 
limited number of international and local financiers are interested in investing in the agricultural 
value chains. Table 11 shows examples of financial options that can be taken to boost financing of the 
AIV value chain in Kanya.

The agricultural sector of Kenya as a whole is still underfunded, receiving only 1.84 percent from the 
central government and about 3.12 percent from the private sector in 2019 (FAO, 2021). Although 70 
percent of the Equity Bank’s clients are farmers, the bank provides only 4 percent of its total credit to 
the agricultural sector. A good 92.2 percent of MSMEs are micro-businesses that employ up to 9 people 
and are mostly operated by own-account workers mostly with the help of family and friends (KNBS, 
2017). A large percentage of MSMEs that are licensed (71.9 percent) and those that are unlicensed (80.6 
percent), including those in agribusinesses, depend on investments from family and friends, which 
make up 4.2 percent of their total capital sources while banks financed 5.6 percent of the licensed 
MSMEs. (KNBS, 2017).
Most participants in the AIV value chain are also micro-businesses that may not attract direct 
international finance especially from big funders such as DFIs. However, DFIs may finance such small-
size enterprises through financial intermediaries, including commercial banks and microfinance 
institutions. For example, in partnership with the European Commission, a DFI such as FMO is utilizing 
the NASIRA initiative to support micro agribusinesses through Equity Bank. Through the MASSIF 
initiative, FMO is also collaborating with the Government of the Netherlands to support the unbanked, 
including women-owned and youth MSMEs that cover the agricultural sector and rural communities.
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Table 11: Mapping for financing options along the AIV value chain in Kenya

Value chain 
Stage

Likely financing and 
investment objectives

Likely potential 
financial instru-
ments

Examples of potential financiers/ 
formal or informal

Input supply • Improving seed (quality) 
supply
• Attracting the private sector 
into the input supply value 
chain
• Improve capacity to develop 
inputs locally

• Subsidies on seed 
production 
• Small-size conces-
sional loans
• Grants to promising 
input supply enter-
prises
• Equity and venture 
capital

• Government of Kenya direct investments 
in research and development of inputs and 
adoption of subsidy policies 
• International agencies offering subsi-
dies e.g. Netherlands Enterprise Agency, 
Hivos-Triodos Fund
• Microcredit institutions such as Kenya 
Women Finance Trust, Letshego, Vision 
Fund, among others
•Commercial banks such as Equity Bank, 
Bank of Africa, Family Bank, among others
• Cooperatives (about 256 Cooperatives 
with 83 active ones)

Production • Promote availability and 
usage of irrigation systems
• Boost production of indig-
enous vegetables to meet 
market needs
• Formalize AIV value chain to 
attract formal financing
• Make available affordable 
storage facilities
• Promote price stability 
across seasons
• Use modern methods of 
farming to improve vegetable 
production

• Seed capital 
• Equity
• Venture capital
• Mezzanine that gives 
investors an opportu-
nity to assume equity 
rights
• Grants
• Guarantees 
• Concessional loans
• Credit lines
• Insurance services

• Impact funders such as Bamboo capital 
partners and Lending for African Farming 
Company (LAFCo) 
• DFIs targeted financing that is provided 
via local financial intermediaries, for in-
stance utilizing funding projects like SheIn-
vest by the EIB for women, NASIRA by FMO 
, KfW and IFAD is already supporting the 
irrigation schemes in Kenya and especially 
in rural communities
• Warehouse receipts, forwards and fu-
tures, insurance services such as InsuRe-
silience Solutions Fund funded by KfW in 
Kenya
• Angel investors such as Viktoria Ventures 
and Angel Investment Network
• SACCOs (163 registered with 83 active 
SACCOs) and ROSCAS including those that 
are women-led
• DigitaL financing for instance via M-PESA 
and as facilitated by the presence of mobile 
money agents
•Venture Funds such as Novastar Ventures 
and other funders supporting agriculture 
exporters such Triodos Sustainable Trade 
Fund
• Gender-specific development funds such as 
Uwezo Fund and Women Enterprise Fund

Transporta-
tion31

• Promote connectivity be-
tween production and market 
centres
• Make available required 
transportation trucks

• Loans to support 
the acquisition of re-
quired transportation 
facilities
• Technical capac-
ity investment and 
support in the form of 
required equipment

• Government investment in infrastructure 
development 
• DFIs such EIB, IFAD, FMO, AfDB, and the 
Inter-American Development Bank (IADB), 
IFC, World Bank 
• Regional development banks such as the 
East African Development Bank
• Microcredit institutions such as Kenya 
Women Finance Trust, Faulu Microfinance, 
Choice Microfinance Bank Limited, Uwezo 
Microfinance Bank among others
• Insurance companies to ensure agri-har-
vest output for commercial banks
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Value chain 
Stage

Likely financing and 
investment objectives

Likely potential 
financial instru-
ments

Examples of potential financiers/ 
formal or informal

Warehousing
including
(supermar-
kets, grocery 
stores)

• Make available affordable 
storage facilities
• Promote processing ag-
ribusinesses to expand the 
market for AIV

• Loans (concession-
al)
• Equity
• Venture capital
• Credit lines
• Contract farming
• Warehouse receipts
• Grants
• Guarantees

• Microcredit institutions such as the Ju-
hudi kilimo and Kenya women finance bank 
in Nyamira, Small and Micro-Enterprise 
Programme, Rafiki Microfinance 
• Warehouse companies to provide the 
warehouse receipt
• Insurance companies with some services 
already provided such as by the Agricultural 
insurance in Kenya
• Venture capital funds such as -TLcom 
Capital and Savannah Fund 
• Development Agencies such as United 
States Agency for International Develop-
ment (USAID) already supports the vegeta-
ble value chain in Kisii

Processing32 • Support availability of 
affordable processing tech-
nology
• Attract more private sectors 
into the processing industry

• Loans (concessional)
• Equity-Credit lines
• Impact-oriented 
venture capital
• Mezzanine
• Equity
• Lines of credit
• Grants
• Guarantees

• DFIs including MDBs such as IFC-WB, 
EIB, AfDB, IADB and IFAD
• National Development Bank in Kenya
• Commercial Bank such as Cooperative 
Bank, Equity Bank, Bank of Africa, NIC 
Bank, Credit Bank, Family Bank, Post Bank, 
CFC Stanbic, Diamond Trust Bank, Equity 
Bank, Kenya Commercial Bank (KCB), 
among others
• Impact funders such as Bamboo capital 
partners and LAFCo for Kenya including 
diaspora funds
• Angel investors such as Viktoria Ventures 
and Angel Investment Network

Trading33 • Formalize the trading pro-
cess to enable acquisition of 
financial history
• Reduce perishability through 
efficient storage facilities

• Guarantees
•Equity and venture 
capital
• Guarantees
• Grants
•Mezzanine
•Credit lines

• DFIs including MDBs such as IFC-WB, 
EIB, AfDB, IADB and IFAD
• Development Banks such as the National 
Development Bank in Kenya
• Commercial Banks, some of which are: 
Equity Bank - already providing credit to 
micro and small businesses, Kenya Women 
Finance Trust Bank, Family Bank, Post 
Bank, CFC Stanbic, Diamond Trust Bank, 
among others
• Impact and venture funders such as DOB 
Equity, Grofin including diaspora funds

End market • Awareness about vegetable 
foods
• Boost supply to meet market 
demand

• Loans (concessional 
and patient capital)
• Credit lines 

• DFI targeted financing that is provided via 
local financial intermediaries, for instance 
utilizing funding projects like SheInvest by 
the EIB for women, NASIRA by FMO , KfW), 
IFC-WB, EIB, AfDb and IFAD – already sup-
porting the irrigation schemes in Kenya and 
especially in rural communities
• National Development Bank in Kenya
• Impact funders including diaspora funds
• International initiatives such as the 2X 
challenge, which intends to support women 
as consumers

Source: Authors’ compilations based on a review of the literature.
31Market agents or traders move from farmer to farmer/market. Farmers transport products to local markets, and aggregators also transport to urban centres 
32This includes cleaning, grading, packing, storing under shade and blanching, sun drying, fermentation and flour making.
33The aggregators of fresh leaf AIVs sell the produce to export agents, wholesalers and retailers who dominate the informal marketing structures. 
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The Kenyan government can also adopt policies that target smallholder women engaged in AIVs through 
providing patient capital and seed capital to groups not limited to SACCOs, for example Wakenya Pamoja 
SACCO, Vision Point SACCO, Nyamira Tea SACCO and Gusii Mwalimu SACCO in Nyamira, Nyamira 
North Women SACCO, which specializes in the AIV value chain, and Gusii Mwalimu, Wakenya Pamoja, 
Kenya Achievas, and Kenyenya in Kisii Harambee, Stima, Metropolitan, Cosmopolitan, Mwalimu, 
Egerton University SACCO, in Nakuru (County Government of Nyamira, 2018; Kisii County Government. 
2018; County government of Nakuru 2018). Rotating savings and credit associations (ROSCAs) could 
also be an option that would enable AIV farmers to mobilize savings and self-finance themselves. Other 
financial institutions like commercial banks, micro-credit institutions, and public development banks 
may also assist the AIV value chain by providing the appropriate ticket-size loans to the MSMEs along 
the AIV value chain as presented in Table 11.

Much as the private sector has a role to play in attracting agricultural clients, the government of Kenya 
can create an enabling environment that may attract pro-agriculture investments, including helping 
boost the financing of the AIV value chain. The Kenyan financial regulatory framework has facilitated 
the growth of digital banking, especially the use of mobile money banking. About 78 percent of the 
Kenyan adult population (15 years and above) had active bank accounts and used a digital platform 
for digital payments in 2016 (World Bank, 2021). The World Bank also demonstrated that women in 
Kenya are also relatively more financially included, as about 78 percent have a bank or digital account 
and more than 93 percent of Kenyans conduct everyday transactions online via dominantly mobile 
payments (IFC, 2019b). The counties of Kisii, Nyamira, and Nakuru are focusing on improving the digital 
skills of their citizens, which may also empower microbusiness owners along the AIV value chain to 
carry out e-commerce and conduct digital payments.

The potential of digital banking systems such as M-Pesa to go the last mile cannot be underestimated. 
While Safaricom uses M-PESA to offer financial services via the Commercial Bank of Africa and  
M-Shwari, M-PESA is also used by KCB bank and Absa’s -Timiza, to offer small size loans. Equity Bank 
via the EazzyNet also offers small size loans of up to KES 3 million that do not require any guarantors 
or filled out forms; however, they may have other associated terms and conditions including having an 
account with Equity for about 6 months and consistent saving of certain amounts of money depending 
on what needs to be borrowed. Stawi was also established by the KCB, CBA, Co-op Bank, Diamond 
Trust Bank and NIC in partnership with the Central Bank of Kenya to support MSMEs access financing 
of up to KES 250 000. Mobile banking may be ideal for the AIV value chain; the production of vegetables, 
for example, takes about 3 to 8 weeks. For producers who take small loans to pay upon harvest, this 
kind of lending may be ideal if provided at favourable terms and conditions.

Although all these financing options may benefit the AIV value chain, there are complaints about 
the high interest rates (about 43 percent) and late payment fines associated with this mobile money 
banking, which may make it an expensive financing option. With some mobile money service providers 
such as Kopa Chapaa and Pesa na Pesa, the annual percentage rate could go above 500 percent which 
is much higher than interest rates that are charged by traditional banks (CGAP, 2016; Kimani, 2020). 
De-risking services may partly help address these problems. Financial intermediaries could directly 
contribute to helping AIV MSMEs become bankable and reduce the risks for additional commercial 
credit. Equity Group Foundation and Rabo Foundation currently do so through providing working 
capital- concessional loans to small farmers’ cooperatives and technical assistance - business plan 
design, knowledge and networks. Nevertheless, proper interventions may require development-
oriented financing through international donor and government partnerships. 
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Micro-credit institutions may also support micro and small AIV businesses via micro-loans, which may be 
concessional or in the form of patient capital and other forms of financing as shown in Table 11. Lending 
conditions should also be improved to go beyond traditional collateral to accepting saving as a guarantee. 
This is already being done by pro-MSME commercial banks such as Equity Bank and KCB and by almost 
all micro-financing institutions. Aggregators and community-based organizations may also help liaise 
with financiers and investors to attract financing for the AIV value chain where they can get more capital 
by possibly using the collateral of land leases and offtake agreements or vehicles, and the repayment 
schemes should be adapted to fit the AIV farming cycles, learning from research and many years of 
experience on cycle-based lending, micro-leasing, and asset-based guarantees among others.

DFIs such as the EIB and FMO already support MSMEs through Equity Bank. Broadly speaking, the 
conditions that DFIs and other private investors (for example, venture capitalists interested in investing 
in the AIV-related start-ups set for their funds via financial intermediaries or directly) ought to be 
made less restrictive for agri-SMEs and particularly rural entrepreneurs by reducing the requirements 
expected for instance in relation to the minimum yearly turnover, minimum contribution to total 
eligible project costs and minimum years of audited accounts. Establishing financial intermediaries 
with a clearly defined agri-finance strategy and a unit dedicated to financing smallholder agribusiness-
oriented value chains can foster AIV financing. DFIs may also partner with agribusiness-focused 
intermediaries (for example Cooperative Bank of Kenya and Equity Bank) to facilitate the provision of 
equity and/or debt financing of the AIV MSMEs and provide technical support on how to prepare and 
manage products tailored for agriculture and repayment schemes.

Addressing the inefficiencies in processing may require the support of impact funders and venture 
capital funds that can provide equity and mezzanine financing to promising AIV businesses. With equity 
investments and sometimes mezzanine credit, MSMEs along the AIV value chain have no burden of debt 
and can raise more capital, while benefiting from the technical assistance of the new management. 
DFIs can also provide equity to medium-sized enterprises such as Mace Foods directly via equity and 
loans or debt (senior and subordinated debt) financing associated with low interest rates and longer 
grace periods. Unlike equity and mezzanine financing, MSMEs that get debt financing are able to 
maintain full control of their businesses and the profits gained. 

The government of Kenya is also a potential investor; for instance, in Nyamira, it has been able to 
provide low interest loans for longer grace periods to procurement companies. The county government 
has also collaborated with the Agricultural Sector Development Support Programme (ASDSP) and 
Kisii University to support the procurement and distribution of solar dryers for the AIV processing 
agribusinesses and this has helped preserve vegetables for export markets (County Government 
of Nyamira, 2018). Nyamira County in partnership with the United Nations Industrial Development 
Organization is also putting up an Integrated Agro Processing Plant that will have the AIVs as one of 
their priority value chains. The Kisii County government also intends to support local agri-processing 
to promote value addition on local produce, including vegetables, and create jobs for Kenya (Kisii 
County Government, 2018). Donor countries, especially the Government of the Netherlands, are also 
supporting the AIV value chain through research and development to inform businesses about the 
value chain, regulations and consumer trends.

Insurance services when directed to the AIV value chain may also unlock domestic and international 
financial opportunities through de-risking the value chain stages. In Nakuru county, farmers in general 
have been connected to insurance companies so that they can access crop insurance companies 
(County Government of Nakuru, 2018). However, the extent to which AIV benefits from such county 
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government services remains to be seen. The current participation of the government to provide 
seedlings, especially to the vulnerable women farmers, signals the potential of the government in 
addressing the input supply shortages along the AIV value chains. Government policy-based financing 
that is intended to support low-income groups including those engaged in AIV value chains can be 
boosted through partnerships with international financial institutions and donor countries with similar 
interests to close the existing saving-investment gap.

SACCOs, ROSCAs and Cooperatives can also close the financial gaps, especially among micro and small 
enterprises. Members of such organizations usually mobilize resources towards a common agenda, 
which they may share after a certain period of time or use to provide micro-loans. Some SACCOs 
and cooperatives also provide front office service activities, where they are able to take deposits and 
provide loans, especially in rural communities. This is the case of Egerton University SACCO, Harambee 
SACCO, Stima SACCO, Nyamira North Women SACCO, among others in Nakuru. Cooperatives that 
are also present in the four counties may help provide supplies of inputs and markets for vegetables 
while supporting AIV via credit lines. However, these still need to be revitalized through competent 
leadership that has the backing of the government and commitment on the part of members. 

As proposed in Rampa and Dekeyser (2020) and Rampa and Obiero (2021), a multi-stakeholder 
platform for AIV csould contribute to the increased interest of financial intermediaries by overseeing 
a package of interventions to improve AIV productivity, market access and value addition together with 
economic, social and environmental sustainability. This platform could also facilitate partnerships/
Memorandums of Understanding between AIV value chain players and catalyse the formalization and 
scaling up of the supply of and demand for AIVs on the markets. The platform stakeholders may also 
promote knowledge-sharing which could improve the transparency of information and clarify market 
opportunities for investors along the whole value chain.

The World Bank also stresses the importance of AIV value chains, especially of processed vegetables 
as one of the potential stages to expand for the export markets (IFC, 2019b). IFC also shows that 
vegetables together with wood and foodstuffs made up 65 percent of Kenya’s exports in 2017. 
Addressing the current AIV value chain barriers may therefore equally boost Kenyan exports as well as 
the export receipts, improving the livelihoods of individuals engaged in AIV business while promoting 
economic growth.
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6. Kenya: Aquaculture value chain

Aquaculture (cage fish farming) is another value chain identified in Kenya and focuses on cage 
aquaculture in the riparian counties of Lake Victoria (Migori, Homa Bay, Kisumu, Siaya and Busia) and 
Vihiga County, as well as Nairobi County, one of the end markets (Rampa and Dekeyser, 2020; Dekeyser 
and Obiero, 2021). 

6.1. The production stage of the aquaculture value chain
Players in cage farming remain few, due to the intensive care and high start-up capital that is required 
for the cage farming value chain. Along the different value chains, the aquaculture value chain also has 
capital requirements that can provide the necessary storage facilities and transportation equipment to 
handle the perishable nature of the fish produced as outlined in Table 12. 

Table 12: Mapping the production stage characteristics of the aquaculture value chain in Kenya

Source: Adaptations from Rampa and Dekeyser (2020) and Dekeyser and Obiero (2021). 

Cage aquaculture is a capital-intensive venture, requiring farmers to establish cages, acquire 
fingerlings and fish feeds, as well as obtain permits to carry out the cage farming activity. The cost of 
fish feeds arguably takes on a significant share of the total production stage. Cage farming in Kenya 
is mostly done by micro and small-scale businesses; however, medium to large enterprises like the 
Victory Farms may also exist. Large-scale enterprises engaged in cage farming are able to benefit from 
economies of scale. The costs of production, transportation, processing and marketing, for example, 
may be lower with high supplies. Nevertheless, the cage farming value chain currently lacks sufficient 
capital to conduct large-scale operations.

Making fish farming an attractive venture for more entrepreneurs ranging from micro, small, medium 
and even large-scale enterprises through providing the necessary finance and technical assistance 
may help reduce the current fish deficits. Kenyan fish also has a potential export market with about 
30 percent of Kenyan-produced fish being exported (Dekeyser and Obiero, 2021). Victory Farms as one 
of the main cage aquaculture value chain enterprises in Eastern Africa has expressed its intention 
to build synergies with the micro, small, and medium cage farmers, who own agribusinesses either 
individually or as a group. The goal of Victory Farms is to adopt an outgrower kind of a model, where it 

Indicator Typical characteristics of the aquaculture value chain in Kenya

Production period Cage fish production from fingerlings to harvesting stage takes about 8 months

Production conditions High reliance on made and grown on fingerlings, feeds, drugs, fish cage construction 
materials, fishing equipment and cages

Production geography Mostly rural and peri-urban with very limited urban presence (smallholder or mi-
cro-enterprise)

Enterprise size There is small-scale cage farming (micro- and small), as well as medium-sized. 
Large-scale cage farmers also exist in the market

Product perishability Highly perishable if unprocessed and requires immediate storage care upon harvest 
(ice bags and ice trucks)

Product bulkiness Dry bulk if to be transported in large quantities, but light for small domestic markets

Main market(s) Domestic consumption and for export. Overall, Kenya exports 30% of its total fish to the 
EU (processed and fresh fish)

Other value chain stages Input supply, transportation, warehousing, processing, trading and end market 
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can provide the required technical know-how through training and building the capacity of upcoming 
cage fish farmers, selling them the required high-quality inputs including fingerlings and fish feeds. 

Yet building such partnerships necessitates an adapted form of financial support for Victory Farms as 
well as the beneficiary SMEs. For example, Victory Farms requires capital to grow and provide fingerlings 
and fish feeds. SMEs also need capital to be able to establish their fish cages and afford fingerlings 
and fish feeds from Victory Farms. As there is already the will in the market, potential investors such 
as development finance institutions including MDBs that are mandated to provide financial support to 
developing countries while creating development impact through for instance creating new jobs, may 
find the Victory Farms development proposal worth investing in. Other enterprises such as Jewlet 
Enterprises, Sigma Feeds Ltd, Aller Aqua and Dominion Farms also exist in the market as major cage-
farming input suppliers (KMFRI, 2018).

Most of the Migori, HomaBay, Kisumu, Siaya and Busia and Vihiga counties under study are 
predominantly rural. In Kisumi, fishing is already a dominant economic activity while in Migori, fishing 
is mixed with crop and livestock farming activities. The rural location of major producers determines 
the ease with which they can obtain financial support, as most banks are missing in rural communities. 
It also influences the transportation nature of the value chain. Most rural communities have poor road 
infrastructure connectivity, which makes it difficult to transport produce to urban communities, and 
more so from many small-scale informal suppliers.

6.2. Investment needs for the aquaculture value chain
The aquaculture value chain in Kenya generally faces a number of challenges. While some cut across 
all the different stages of the value chain, others are specific to certain stages along the value chain as 
presented in Table 13. Other financial needs for cage farming may include improving the availability of 
the appropriate floating cages, which are environmentally friendly and can withstand the strong wind 
and water currents, and which are of the right size as recommended by the KMFRI (Aura, 2020).

©FAO/Tony Karumba
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Table 13: Mapping the production stage characteristics of the aquaculture value chain in Kenya

Source: Adaptations from Rampa and Dekeyser (2020) and Dekeyser and Obiero (2021). 

Value chain stage Bottlenecks that can be addressed by increased financing and 
investment options

Input supply • Low quality feeds that are below the Kenya Bureau of Standards requirements and that 
may affect water quality
• Limited fish feeds that do not meet market needs 
• Low number of companies involved in feed production
• Where feeds are imported, they are expensive
• Poor growth and low survival of fish seeds provided to cage farmers

Production • Limited involvement of small cage farmers because of the expensive nature of the value chain
• Fish quality degradation and susceptibility to diseases
• High costs of accessing open waters
• Poor cage sitting leads to unprecedented fish mortalities
• High stocking levels which restrict fish movement within cages 
• High fish mortality in cages (20% to 30%) especially within the first month after stocking   
•Limited commercialization of cage farming, one cage per farmer concept

Transportation • Limited storage trucks (refrigerated trucks) to store fish for transportation
• Poor connectivity from production centres to markets (poor road infrastructure)

Warehousing • Insufficient storage facilities force farmers to sell fish at a low price 
• Fish is sometimes stored in substandard facilities e.g. the ice is placed in polythene bags

Trading • Competition from high-quality fish exports (Uganda fish to Nairobi)
• Competition from cheap fish imports from China (even when of lower quality)
• Preference for one type of fish, tilapia, leaves others with limited market share 

End market • Preference for wild fish over farmed fish regardless of price
• Existing taboos that limit fish consumption
• Supply for fish currently does not meet domestic demands for fish
• Poor quality of preservation technology in markets makes fish vulnerable to physical 
damage and exposes it to microorganisms 

Based on the continental consumption average of 10 kg for one person per year, Kenya is facing an 
estimated annual fish supply deficit of 365 000 metric tonnes (Kilimo, 2020). Part of this deficit is 
currently being bridged by Kenya’s fish imports from Uganda, United Republic of Tanzania and even 
China. Particularly fish from China, he supply of whicht has risen thirtyfold between 2012 and 2018, 
has been argued to be of substandard quality (Dekeyser and Obiero, 2021).34 Poor storage facilities 
may also affect the quality of fish. MSMEs cage farmers who are able to obtain high-quality storage 
equipment lower the perishability of fish while preserving the quality of agricultural products, reducing 
the associated risks and attracting better credit ratings for the MSMEs along the fish value chains.

The poor quality of cage materials used also meant that cage farming in the riparian areas along Lake 
Victoria was not aligned to Environmental, Social, and Governance (ESG) standards. Kenya’s Marine 
and Fisheries Research Institute (KMFRI) analysis of the cage farming in the counties of Migori, Homa 
Bay, Kisumu, Siaya and Busia stresses that most cages use traditional fabricated mild metal and 
wooden cages which are less environmentally friendly compared to the galvanised metal and High-
Density Polyethylene cages, which are also made to withstand strong water currents but require high 
capital operational investments.

The fish processing industry broadly remains dormant and has been scaled down over time due to 
declining wildfish stock (Kisumu County Government, 2018; Busia county Government, 2018). Cage 
farming offers a promising alternative that can boost fish supply and improve fish processing and this 
is being promoted by the county governments of Kisumi, Busia, Migori and Homabay among others 

34China-Kenya tensions rise over fish as traders cry foul.
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(Migori County Government, 2018; Homa Bay County Government, 2018). Women who mostly engage 
in processing fish need support in terms of micro-loans that can be invested for business growth and 
improved technology that can support high quality processed fish outputs that meet the country’s and 
international quality standards.

6.3. Financing options for the aquaculture value chains
Cage farming requires intensive start-up capital that most micro and smallholder farmers lack. Because 
commercial banks find it difficult to quantify the financial value of cage farming and the associated risks, 
they rarely choose to support aquaculture. Besides, most lack the technical knowledge for assessing 
the assets of cage farmers to provide them with the necessary financial and insurance services. Table 
14 shows different financial options that financiers and investors can undertake to support aquaculture 
in the riparian counties of Lake Victoria. However, these should be supported by strengthening the 
technical capacity of above all local financial institutions to equip them with knowledge and skills on 
how they can support the agricultural sector, cage farmers included. 

Table 14: Mapping for financing options along the aquaculture value chain in Kenya

Value chain 
stage

Likely financing and 
investment objectives

Potential finan-
cial instruments

Examples of potential financiers/ 
formal or informal

Input 
supply

• Improve the quality of 
inputs for cage farming
• Improve the availability 
and affordability of quality 
inputs
• Improve local production of 
quality local feeds

• Loans 
• Equity 
•Credit lines
•Subsidies
•Grants

• The Government of Kenya makes direct invest-
ments in research and development of inputs 
and adoption of subsidy policies in cooperation 
with KMFRI
• International agencies offering subsidies such as 
Netherlands Enterprise Agency, Hivos-Triodos Fund
• Microcredit institutions such as Kenya Women 
Finance Trust, Letshego, Vision Fund, among others
• Commercial banks such as Equity Bank, Bank 
of Africa, Family Bank, among others
• Impact funders such as Bamboo capital partners 
and LAFCo for Kenya including diaspora funds
• DFIs including MDBs

Production • Improve investments in 
small-scale cage farmers
• Boosting ESG alignment 
by adopting environmentally 
friendly cages
• Invest in more quality 
cages in line with the high 
fish stock

• Loans 
• Equity 
• Credit lines
• Mezzanine
• Grants
• Guarantees
•Contract farming

• Government investments in promoting cage farming
• DFIs including KfW, and IFAD (IFAD 2017) 
• National development bank and commercial 
banks such as Equity Bank, Family Bank, First 
Community Bank, First Community Bank, KCB, 
Cooperative Bank
• Impact funders including diaspora funds
•Venture Funds such as Novastar Ventures and 
other funders supporting agriculture exporters 
such Triodos Sustainable Trade Fund
• SACCOS, ROSCAs, and mobile money agents in the 
counties of Kisumu, Busia, Homebay, among others
•Microfinance institutions such as EMESCCOS Limit-
ed, Vision Fund, Kenya Women Microfinance Bank

Transpor-
tation

• Provide more storage 
trucks for transportation to 
market centres
• Boost road connectivity 
between production and 
consumption centres

• Loans 
• Equity 
• Credit lines
• Venture capital
• Mezzanine
• Grants
• Guarantees

• DFIs EIB, FMO , KfW , IFC-WB, EIB, AfD and IFAD
• National Development Bank in Kenya
• Commercial Bank
• Impact funders including diaspora funds
• Venture Funds such as Novastar Ventures and 
other funders supporting agriculture exporters 
such Triodos Sustainable Trade Fund
•Farmers’ associations such as the Kenya Fish 
Processors & Exporters including SACCOs and 
ROSCAs 
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Source: Authors’ compilations based on a review of the literature.

Value chain 
stage

Likely financing and 
investment objectives

Potential finan-
cial instruments

Examples of potential financiers/ 
formal or informal

Warehous-
ing

• Improve availability and 
affordability of storage 
facilities 
• Boost fish processing 
capacity especially by sup-
porting women and women 
groups involved

• Grants
• Loans (including 
concessional loans)
• Equity
• Warehouse receipts
• Equity
• Grants
• Insurance services

• DFIs EIB, FMO , KfW , IFC-WB, EIB, AfD and IFAD
• Commercial banks such as Equity Bank, Family 
Bank, First Community Bank, First Community 
Bank, KCB, Cooperative Bank
• Impact funders including diaspora funds
• Farmers associations including Cooperatives, 
SACCOs and ROSCAs especially for micro- and 
small-scale cage farmers
• International agencies offering subsidies such 
as Netherlands Enterprise Agency, Hivos-Triodos 
Fund and GIZ

Trading • Boost the quality of pro-
duction to meet the competi-
tive quality of exports
• Affordable prices in line 
with fish imports from China
• Improve preference for a 
variety of fish besides tilapia

• Grants
• Guarantees
• Loans 
• Lines of credit
• Contract farming

•DDFIs EIB, FMO , KfW , IFC-WB, EIB, AfD and IFAD
• National Development Bank in Kenya
• Commercial Bank
• Impact funders including diaspora funds
• 2X challenge, which intends to support women 
as consumers and also during processing, which 
is mostly done by women
• Venture Funds such as Novastar Ventures and 
other funders supporting agriculture exporters 
such Triodos Sustainable Trade Fun

End 
market

•Awareness on the benefits 
of eating fish and other fish 
besides Tilapia, such as 
crustaceans
• Boost domestic fish 
production to meet market 
demands

• Loans 
• Equity Loans 
• Grants
• Guarantees

• DFIs EIB, FMO , KfW , IFC-WB, EIB, AfD and IFAD
• National Development Bank in Kenya
• Venture Funds such as Novastar Ventures and 
other funders supporting agriculture exporters 
such Triodos Sustainable Trade Fund
• Women groups such as SACCOs and ROSCAs
• Digital companies including mobile money 
institutions

HERE Commercial banks mostly require collateral requirements to invest in MSMEs; however farmers’ 
associations that may include cooperatives, SACCOs and ROSCAs can organize themselves to mobilize 
resources that can partly bridge the financing gaps. International Financing Institutions such as IFAD  
(USD 40.0 million) collaborated with the Aquaculture Business Development Programme (ABDP) 
along with  FAO (USD 400 000), Government of Kenya (USD 31.4 million) and likely Kreditanstalt für 
Wiederaufbau (KfW) along with GIZ to support smallholder aquaculture cage production including 
women (engaged in value addition to providing either fillets or fried fish) and youth that may be engaged 
along various stages of the cage farming value chain (IFAD 2017). 

Women are also engaged in trading fish in various market outlets, either buying directly from 
wholesalers or small-scale producers. While wholesalers may be able to store fish until markets are 
available, retailer sellers that are dominated by women still lack the needed storage facilities. These 
can be supported by gender-specific initiatives such as the 2X challenge or the SheInvest under the 
EIB investments that may include grants, equity, mezzanine and micro-loans to support their access 
to high quality and climate-friendly storage equipment. High-quality storage and processing facilities 
for large, as well as MSMEs, may help maintain the price stability of the local fish, through helping in 
preservation and value addition of the fish produced including by providing canned and smoked fish 
from cage farming value chains. 

By contrast, large-scale players like Victory farms, who currently employ more than 100 people in East 
Africa, may require relatively larger ticket size loans, which they can obtain directly from international 
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development banks and investors. Cage farming may also benefit from country-focused financing 
programmes by other DFIs through local financial intermediaries. The EIB, for example, invested EUR 
50 million to support agriculture in Kenya through the Kenya Agriculture Value Chain Facility. Such 
financing would be via financial intermediaries like the Equity Bank (EUR 25 million) and would provide 
long-term loans of up to 7 years to support smallholder agribusinesses (cage farming inclusive) to 
upgrade and modernize productivity while strengthening integration along the different value chain 
stages.35  In 2020, the EIB signed off more agriculture and agribusiness support under East Africa 
SME-focused Regional Facility, which partly provided about EUR 75 million to equity banks with the 
intention of creating about 3750 jobs (EIB 2021).

35Kenya: EUR 50 million scheme to transform long-term investment in African agriculture.
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7. Niger: Onion value chain

Niger is the leading exporter of onions from West Africa, second to West Africa (after the Netherlands) 
and its onions have the highest yield in Africa (high yielding seeds, especially Violet de Galmi). Niger’s 
onions also meet the quality preferences of West Africa and are produced at half the cost of producing 
onions in Burkina Faso (USAID, 2019). In Niger, the study focuses on the onion value chain. Onion 
production is mostly done by micro- and small-scale actors who are usually family farms operating on 
less than 0.5 hectares. 

7.1.The production stage of the onion value chain
The production stage of the onion value chain has unique features which determine the financial 
instruments and products that are most appropriate to support its expansion and growth. The onion 
value chain in Niger also employs a substantial share of women, especially in onion processing, though 
in some cases they are also significantly involved in the production stage. In Tillabéry, for example, 
95 percent of the onion growers are women as men prefer other jobs that they perceive to be more 
profitable (Rabiou et al., 2018). Table 15 maps the key characteristics of the onion growing in Niger.

Table 15: Mapping the production stage characteristics of the onion value chain in Niger

Source: Adapted from Karkare and van Seters (2021).

Indicator Typical characteristics of the onion value chain in Niger

Production period Short to medium-term production period of about 90 to 120 days on average, varying 
depending on production methods.

Production conditions Highly dependent on natural weather conditions and irrigation: dewatering mode and 
motorized irrigation.

Production geography Mostly rural and peri-urban with very limited urban presence (smallholder or mi-
cro-enterprise).

Enterprise size Family farms which produce on small-scale with few medium- and large-scale farmers. 

Product perishability Onions, if cultivated with specific technical routes and stored well, can last for 5-6 
months, however, are very perishable when exposed to water and/or humidity.

Product bulkiness Dry bulk if to be transported in large quantities for instance for exports (usually packed 
in sacks of different sizes depending on the buyer), but light for some small domestic 
markets.

Main market(s) Large-scale exports to other West African countries such as Nigeria, Benin, Côte 
d’Ivoire, among others.

Other value chain stages Conservation and storage, processing, transport and marketing. 

Some women are also engaged in artisanal transformation on a small scale and work in groups, 
which can be a good opportunity for them to access group financing from micro-credit institutions 
in particular. Onions also have a potential domestic market as well as an export market in different 
countries, including Nigeria, Benin and Côte d’Ivoire.
Production of onions takes place mostly in rural areas where markets and most of the financing 
institutions are largely missing. For instance, according to the World Bank, in the rural communities of 
Niger, only 26 out of about 266 communes have a microfinance institutions branch, and this could be 
even worse with commercial banks (WB, 2019b). With the right connectivity infrastructure, this may not 
be a problem but poorly connected rural communities in Niger lead to peaks during harvest seasons 
which are associated with very low prices.
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7.2. Investment needs of the onion value chains 
One of the major problems hindering the progress of the onion value chain in Niger is the poor quality of 
the storage facilities that increase post-harvest losses and price fluctuations, as presented in Table 16. 
Based on analysis from the United States Agency for International Development (USAID), post-harvest 
losses are 30 percent of produced Violet de Galmi onions and are estimated at an average of 170 000 
tonnes per year, causing a loss of USD 180 per ton (USAID, 2019). Poor quality storage facilities are also 
among the many factors that threaten the profitability of the onion value chain. Poor storage facilities 
constrain farmers to sell their produce at low prices, especially during the heavy harvest seasons. 
During non-peak seasons, onions are able to attract high prices due to limited stock. Supporting Niger 
to move beyond the ‘Rudu’ storage facilities may help improve the shelf life of onion produce, solving 
seasonal scarcities, and also improve the availability of inputs for the processing value chain. 

Table 16: Mapping potential financial needs along the onion agriculture value chain in Niger

Source: Authors’ compilations and adaptations from Karkare and van Seters (2021).

Value chain stage Bottlenecks that can be addressed by increased financing and invest-
ment options

Input supply • Limited capacity for fertilizer production and importation
• Low quality of inputs
• Available inputs do not suit local needs

Production • Difficulties in accessing land due to high population and land disputes
• Dependency on natural weather conditions
• Limited supply of inputs
• Use of rudimentary technologies in production
• Poor storage facilities upon harvest (farmers use traditional storage -Rudu)

Transportation, including 
carriers

•Poor regional connectivity between producers and consumers
• Long distances on poorly adapted trucks and bad roads cause onion losses
• Limited availability of trucks with farmers often depending on traders/ transporters 
from neighbouring countries to come with trucks
• High levels of red tape make transportation very costly

Processing including 
transformeation is 
dominated by women

• Absence of industrial processing, poor technology used informally by women
• Low technical capacity for onion processing
• Lack of investments in processing plants

Consumers • Informal transactions that cannot provide financial history which can be used for credit access
• Low prices for onions
• Quantity supplied does not meet market demand needs (especially in the lean season, 
whereas there is an oversupply at harvest time, because of the lack of storage facilities)
• Unstable prices, very low during onion seasons due to lack of storage facilities
• Low demand for processed onions in the local market

The processing of onions is also still underdeveloped, despite the likely potential of a domestic and 
export market, especially in the neighbouring African countries and for Africans in diaspora (Karkare 
and van Seters (2021). Available evidence also shows that onion processing is dominated by women and 
women groups who operate on a small scale and mostly use the Blanc de Gotheye variety to produce dry 
onions, onion powder (especially the Blanc de Gotheye variety) and onion oil (USAID, 2019). However, 
their productivity is largely weakened by limited technical know-how and the necessary technological 
equipment. As a matter of fact, the USAID Niger Investment and Partnership Mapping report shows 
that processing the Blanc de Gotheye variety into onion powder is a likely commercial opportunity 
requiring about USD 1.4 million investment with the foreseeable potential of generating about 24 
percent in returns (USAID, 2019). Achieving such returns will require financiers and potential investors 
to support individuals engaged in onion processing in Niger through demonstration and extension 
services and by providing them with technical training, which may avail them with the necessary skills 
and expertise to add value to fresh onions in an easier, quicker and time saving manner.
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Niger: Onion value chain

7.3. Financing options for the onion value chains
In Niger, only about 1.1 percent of the adult population was able to access credit for agribusinesses in 
2017 and this lending is mostly short term (WB, 2019b). Compared to the other West African countries 
of Burkina Faso, Benin, Togo, Senegal, Mali and others, Niger’s microfinance institutions, which also 
double as potential financiers of onion micro and small businesses have a net financial income of 2.3 
percent as of 2019, which has increased from 1.9 percent in 2018 (BCEAO, 2021). Support for SMEs, 
including agricultural ones, remains very limited. Although 95 percent of SMEs in Niger have savings 
accounts, only about 28 percent have access to a bank loan and about 88 percent of these require 
collateral to access a loan (WB, 2021a).

Loans for households and individuals who may be involved along the onion value chain also seem to be 
very low. Taking a broader look at the financial inclusion in Niger, only 15 percent of adults have access 
to a bank account and 6 percent access to the internet (likely low usage of digital financial services). 
Though more Nigerians have access to mobile phones than the average, the use of digital financial 
services is very poor, at 13 percent. Digital banking, if utilized very well, could help bank the unbanked 
remote areas of Niger, especially smallholder onion producers, processing individuals and groups, as 
well as traders.

Table 17 outlines financing options for the onion value chain in Niger. Nigerian onion farmers have 
been innovative in establishing warranty or storage credit as means of facilitating credit to members. 
Through credit lines, which are credit amounts that can be drawn upon at any time, up to a specific 
amount and within a given period of time, cooperatives may also be able to help MSMEs deal with 
the existing financing gaps. However, cooperatives also need financing as groups, which they can get 
from development partners within Niger such as the Agricultural Bank of Niger (BAGRI) and Food and 
Nutrition Security Investment Fund (FISAN) or international players like the DFIs, including MDBs, 
development corporations and development agencies. In particular, the first component of the FISAN 
facility supports agricultural financing through a “shared-cost” credit mechanism (10 percent own 
contribution, 50 percent credit and 40 percent grant), which can be provided by commercial banks and 
microfinance institutions, which is in the process of being complemented by a guarantee mechanism 
(Cortese et al. 2021). Similar approaches could be emulated by international financial institutions for 
development, such French AFD/Proparco and German KfW/DEG.

©FAO/Matteo Cortese
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Table 17: Mapping for financing options along the onion agriculture value chain in Niger

Value chain 
Stage

Likely financing and in-
vestment objectives

Potential finan-
cial instruments

Examples of potential financiers/ 
formal or informal

Input supply • Boost capacity for fertilizers and 
overall input production
•Improve quality and availability of 
inputs that fit local needs

• Seed capital
• Grants
• Guarantees
• Concessional 
loans
• Equity
• Subsidies

• Government investments, for instance, 
Ministry of Agriculture and Livestock as 
well as the Ministry of Finance through 
policy subsidies
• Impact investors such as ACUMEN, 
which supports especially smallholder 
farmers
•DFIs including MDBs (for example, AfDB, KfW
•Microfinance institutions 

Production • Improve land acquisition
• Promote availability, affordability 
and usage of irrigation systems
• Improve availability of modern 
production technology
• Promote the growing of onion 
types with lower post-harvest 
losses such as Blanc de Gotheye 
with a 1% loss rate, and also ideal 
for onion powder processing

• Loans including 
group, micro-loans 
and patient capital
• Seed capital
• Grants
• Guarantees
• Venture capital
• Mezzanine
• Insurance services

•International donors such as Luxem-
bourg (LuxDev), Sweden (Swiss Coopera-
tion), the Netherlands (RVO, SNV)
•Commercial banks such as Bank of Afri-
ca, Orabank, Ecobank and Coris Bank
• Microfinance institutions
• Impact investors
• DFIs such as KfW, AFD, World Bank 
Group-IFC and IDA, IFAD
• Venture capital funds such as AgriFI 
• Local development banks such as BAGRI
• Agricultural Development Funds such 
as FISAN

Transporta-
tion 
including 
carriers

• Improve road connectivity be-
tween producers and consumers 
(rural and urban communities)
• Boost availability of transporta-
tion equipment

• Seed capital
• Grants
• Guarantees
• Concessional 
loans
• Warehouse re-
ceipts
• Contract farming

• Government investments, through 
increased spending on infrastructure 
development
• Commercial banks such as Bank of 
Africa, Orabank, Ecobank and Coris Bank, 
Société Nigérienne de Banque (Sonibank), 
Bank of Africa (BOA), Ecobank, Orabank, 
BAGRI, the Banque Intercontinentale Arabe 
(BIA), and the Islamic Bank of Niger (BIN)
• Microfinance institutions such as 
ASUSU SA, CAPITAL FINANCE, MCPEC, 
TAANADI SA
• Impact investors
• DFIs such as EU, KfW, AFD.
• Venture capital funds such as AgriFI 

Processing 
including 
transfor-
mation is 
dominated by 
women

• Adopt industrial processing
• Boost technology, especially 
for women engaged in artisanal 
transformation

• Seed capital
• Grants
• Guarantees
• Concessional 
loans
• Equity
• Ventura capital

• SACCOs and ROSCAs to support espe-
cially women carrying out small-scale 
processing
• Microcredit institutions with targeting 
women
• Venture capital funds such as AgriFI 
• Microfinance institutions such as 
ASUSU SA, CAPITAL FINANCE, MCPEC, 
TAANADI SA
• Impact investors, crowd funders, and 
angel investors
• International agencies such as FAO, USAID
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Source: Authors’ compilations.

Value chain 
Stage

Likely financing and in-
vestment objectives

Potential finan-
cial instruments

Examples of potential financiers/ 
formal or informal

Consumers • Formalize the market to pro-
mote credit access
• Promote price stability for on-
ions across seasons
• Increase quantity to meet mar-
ket demands

• Grants
•Guarantees
• Concessional 
loans
• Credit lines

• Microfinance institutions
• Impact investors
• DFIs such as EU, KfW, AFD, EIB
• Regional development Banks within 
West Africa
• Banks such as Société Nigérienne de 
Banque (Sonibank), Bank of Africa (BOA), 
Ecobank, Orabank, BAGRI, the Banque 
Intercontinentale Arabe (BIA), and the 
Islamic Bank of Niger (BIN)

Local commercial banks, like in many countries, also require fixed assets (for example, land) as 
collateral security. In Niger, although there is customary land ownership of land, customary land rights 
are yet to be recognized by banks as a collateral. Limited credit access due to such a lack of legal 
collateral for micro- and small women-dominated enterprises may be addressed through providing 
grants and group loans to women’s associations (for example, SAFI - SOTRACO - TRANSCO-HAda 
Zumunci-Marîtreou et fils) (Karkare and van Seters 2021). On the other hand,  other  women’s groups 
(for example Cernafa in Djoga - Torodi ) that consist of women who are engaged in agriculture are able 
to collaborate through contribution of resources that can be invested later. Cernafa in Djoga has also 
been able to partner with the National Association of Cooperatives of Professionals in the Niger Onion 
Sector (ANFO) - Association nationale des coopératives des professionnels de la filière  oignon du Niger 
(ANFO) with the support of international organizations (Comunità impegno servizio volontariato - CISV 
and Réseau national des chambres d’agriculture du Niger - RECA)  to boost onion preservation capacity 
(ANFO 2021).36 It is worth noting that there are also medium-sized players who may be able to afford 
to get relatively larger ticket loans from the commercial banks; however, these are relatively few when 
compared to micro- and smallholder enterprises. 

Cooperatives (including women’s cooperatives) under ANFO and Federation of Market-Gardening 
Cooperatives of Niger (FCMN Niya) may also use contract farming and warehouse receipts to finance 
the onion value chain growth. Other cooperatives are already cooperating with commercial banks (for 
example FCMN - Niya has partnered with Société Nigérienne de Banque (Sonibank), Bank of Africa 
(BOA), Ecobank, Orabank, BAGRI, the Banque Intercontinentale Arabe (BIA), and the Islamic Bank 
of Niger (BIN)) to secure funding for the production value chain stage in particular. Onion farmers’ 
cooperatives in particular are important in closing the financing gaps that the limited presence of 
digital mobile banking has not been able to close through micro mobile banking loans. Cooperatives 
are also important in influencing policy decisions by government and donors, for instance, calling 
for input subsidies, road and electricity connectivity programme interventions, and other onion value 
chain friendly policies that may facilitate the proper functioning of whole value chain stages.

As Niger has a poorly developed financial private sector, the role of government is crucial in 
complementing private sector loans to provide more investments in the form of grants guarantees, 
seed capital and sometimes subsidies to MSMEs along the onion value chain. Though such instruments 
de-risk onion value chains and may provide them with start-ups, which can be used to acquire high-
quality inputs including the required technology for production, transportation and processing stages, 

36SELF-FINANCING /GF OF DJOGA.
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they ought to be accompanied by technical assistance and capacity building, especially for educating 
women on the processing methods that can meet quality standards at national and also international 
levels (the case of onion powder from Blanc de Gotheye). Technical capacity building should also be 
a two-way street, including training financiers and investing on how to assess the MSMEs in the 
agricultural sector including the rice value chain MSMEs, for investments and for provision of insurance 
and associated de-risking funding.

Promoting financing of the onion value chain should also aim to formalize both the onion value chain 
and informal lenders. Attracting informal lenders to adopt formal support means through being 
incorporated in the existing financial systems or innovative new ones may help protect MSMEs. This 
is achieved through allowing them to have formal legally binding financial contracts that may also be 
subject to central bank regulated interest rates, as opposed to the higher interest rates charged by 
informal money lenders. Rather than charge MSMEs exorbitant interest rates, informal lenders can 
establish themselves as impact funders or venture capital offering credit instruments such as equity 
(currently missing), debt and sometimes mezzanine, where they may support businesses as owners 
through building management and engaging in capacity building (WB, 2019a).

©FAO/Sebastian Liste
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8. Final considerations for potential investors

While it is always risky to synthesize and generalize complex insights, some tentative lessons and 
practical recommendations can be drawn from the value chains considered in this report, and the 
broader literature. 

(1) There is no one-size-fits-all approach to financing agriculture value chains: Each approach 
requires an identification and understanding of the conditions and the characteristics of the value 
chain, the actors involved within the value chain and external to the value chain, the dynamics involved, 
and policy frameworks. The range of financial actors and instruments is also context-dependent.

(2) Financial sustainability is a key criterion for the development and viability of agriculture value 
chains: It is not possible to attract investors in the absence of bankable projects, requiring a proper 
market analysis and solid business plan. This can be done for each stage of the value chain and as a 
whole. It requires the identification of key potential bottlenecks to financing along the value chain, related 
to issues such as policy and regulatory environment, financial systems or inadequate business plans.

(3) Linkages along the value chain can unleash financing opportunities: The merit of a value chain is 
to consider the market potential as a whole, with each segment of the value chain not as independent 
entities but connected to other segments. Building on these linkages may also require connecting a 
range of different financing actors and instruments. This requires proper mapping of financial actors 
and instruments pertinent to a specific agri value chain. It may also require facilitation measures to 
link the various actors along the value chain, including financial actors. This may include contract 
farming, public procurement and public-private purchasing arrangements, and financing platforms.

(4) The eco-system and policy environment: Financing does not happen in a vacuum. The choice of 
financing solutions along a value chain depends greatly on the specific macroeconomic conditions, 
banking and financial systems in place, and the regulatory and policy environment. Central banking 
interest rates, access to digital finance, regulatory settings for warehousing, procurement policy 
or land tenure/property rights are all examples of factors that will influence the range of financing 
options available for a specific value chain. This contextual environment should be explicitly appraised 
and understood. 

This is clearly demonstrated by the case studies in this study, especially when we compare the banking 
sector of Kenya with that of Ethiopia. Although both countries require more efforts to boost their financing 
of the selected value chains, Kenya seems to be doing relatively better when compared to Ethiopia. It has 
a flexible regulatory framework that intends to promote the liquidity, solvency and proper functioning of 
a stable market-based financial system that attracts both domestic and international investors. Kenya’s 
financial regulatory framework has facilitated the digital financial revolution by promoting interoperability 
among mobile money banking and the traditional banks, which has facilitated and improved microlending 
for MSMEs. On the other hand, Ethiopian financial regulation is tight and more closed to foreign investors. 
Ethiopian regulation of digital banking is at the moment not incentivizing digital innovators to provide 
services like micro-loans to MSMEs in Ethiopia, including those along the dairy value chain.

(5) Financial inclusion is a key factor for identifying financing options available and may have ripple 
effects: Formalized businesses and entities tend to have greater access to finance. Measures to 
support financial inclusion can unleash the potential of financing some stages of an agri value chain. 
The range of financial institutions and instruments adapted to smallholder farmers and micro and 
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small enterprises, often predominantly in the informal sector, can shape the development of specific 
value chains. Financial inclusion in itself can also contribute to the formalization of some business 
activities, leading to a broader range of financing options for a value chain, available only to the formal 
sector (leading to a ‘ripple effect’).

(6) Unleash women’s potential through women’s empowerment and finance: Targeted financial 
services for women have a strong inclusive effect and can open new financing avenues to develop agri 
value chains. Women tend to be better managers of resources, leading to higher returns on investment, 
and are less likely to default compared to their male counterparts (Ahairwe and Bilal, 2020). Yet women 
often face additional constraints to access finance and run businesses. Promoting gender-sensitive 
finance (including among bankers), and providing direct support to women, in terms of technical 
capacity, processing, business and financial training, building their capacity and integration at all 
stages of the value chain can lead to substantial rewards, not only in terms of equality and inclusion 
but also in the development of value chains and their financing.

In the four case studies, women play crucial roles. In Kenya, they are more engaged in AIV smallholder 
farming and marketing. In Ethiopia, Burkina Faso, and Niger, women play a leading role in the traditional 
processing of milk, rice, and onion respectively. Providing gender-tailored financing by financiers and 
investors that is well packaged in micro-loans to meet the needs of women would promote the productivity 
of the different value chains. Such financial products that may extend to include equity financing, seed capital 
and guarantees may solve the problem of collateral that women usually face. DFIs may also need to establish 
more lines of operations with micro-credit institutions, which have more experience lending to smallholder 
women micro-businesses, in addition to their current partnerships mostly with the commercial banks.

(7) Focus on risk assessment and mitigation: Agriculture value chains are sensitive to a range of 
variable factors and uncertainties, such as changing weather conditions, demand and price fluctuations, 
and uncertain supplies, which generates a range of risks (e.g. systemic, market, operational, credit, 
and liquidity risks). It is, therefore, crucial to promote the establishment of proper risk assessment 
and management processes along the value chain, identifying potential risk mitigation mechanisms, 
including insurance provisions and blended finance. This can be done in a coordinated and integrated 
manner along value chains, thereby reducing the overall risks and the use of support services along 
the whole value chain, as compared to a purely segmented approach, where the risks at each stage of 
the value chain are addressed independently.

(8) Differentiate the financial requirements along the value chains and support the provision of 
microcredit services targeting smaller local actors: Financial instruments need to be tailored to the 
specific needs of the various stages of the value chain. In considering the range of financial actors to 
attract and financial instruments to mobilize, there is need to pay particular attention to the specific 
needs of smaller actors (e.g. smallholder farmers, micro and small enterprises), who may not be 
integrated into various stages of the agri value chain yet but accessing financing could help ease this 
process. For instance, in Kenya, AIV farming is carried out by many smallholder farmers. With the creation 
of aggregation centres, this may attract large players at the distribution and processing stages. Financial 
innovations that address the needs of small-scale farmers at the production stage, while at the same time 
tending to large processing stages, may help promote integration of the AIV value chain. This is also the case 
for Niger where onion processing is mostly done by women groups who may need microcredit services to 
acquire processing inputs including equipment.
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(9) Promote the access to and use of digital technologies and financial services: Digitalization can be 
an effective means to connect the various segments of the value chains and its actors. The provision of 
digital financial services can play a useful role in that respect, particularly useful for the provision of 
microcredits to smaller actors, acting as an inclusive factor in that respect. 

Kenya is a good example of promoting the use of digital financial services - mobile money banks which are 
currently used by commercial banks such as Equity Bank, KCB Bank, to provide micro-loans to MSMEs. 
Agriculture value chain MSMEs in remote areas can access financing via the established mobile money 
agents or directly on their mobile phones. Though this initiative requires a conducive financial regulatory 
environment, adopting it in countries such as Ethiopia, Niger and Burkina Faso may partly bridge the 
financing gap, especially for micro and smallholder agriculture value chains.

(10) Encourage the use of a broader range of collaterals: Land rights and other forms of fixed assets 
are generally used as the collateral value to access finance, which can be limited for some actors along 
the value chains, in particular the smaller ones. Broadening the range of assets, including movable 
collaterals such as machinery and equipment, can contribute to increased access to finance. 

In all the countries under study, Ethiopia, Kenya, Niger and Burkina Faso, women have limited access to land 
ownership, mainly due to the old tradition of denying them a right to ownership and possession of the land. 
Though this tradition has been relaxed over time with the encouragement of women ownership of property, 
its effects still affect women today. Adopting collateral other than fixed land assets may help boost financing. 
Ethiopia is playing a leading role in reforming collateral requirements by allowing the use of movable assets such 
as collateral which could help MSMEs along the dairy value chain that have no fixed assets to access financing.

(11) Promote the use of warehouses and warehouse receipt systems to unlock financing: Through 
appropriate regulatory systems, financing of agri value chains may also be promoted through the use 
of warehouse receipt systems where, for example, farmers, farmers’ groups, processors or traders are 
issued a warehouse receipt for depositing storable goods at a warehouse. The warehouse receipt may 
then serve as collateral to access finance or be traded for funds. 

Warehouse receipt systems are being used in Burkina Faso and Niger as warrantage and are helping 
MSMEs along the rice and onion value chain access credit that would otherwise be inaccessible. However, 
the promotion of warrantage faces regulatory bottlenecks in Burkina Faso and Niger as well as in Kenya 
and Ethiopia. Adopting and supporting warehouse system financial rules and regulations may inspire 
more investors and also attract financiers to accept warehouse receipts as collateral, contributing to the 
financialization of operations along the different agriculture value chains. 

(12) Foster public-private dialogues, coordination and partnerships: Public and private financiers can 
usefully complement one another along value chains,37 while public-private dialogues and cooperation 
can help address regulatory bottlenecks, identify enabling policy interventions and support measures, 
including by international actors and donors, to facilitate the articulation and financing of various 
segments of a value chain and the actors along it, in a more coherent and integrated manner.

37See references in footnote 3.
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