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Box 1 - Madagascar - linking rural
producers to export markets

The Rural Income Promotion Programme is
helping small-scale agricultural producers in
north-east Madagascar to commercialize new
products by creating sustainable linkages with
buyers. It does so by creating “partnership
poles” that bring together local authorities, local
producers, exporters and microfinance
institutions. Whereas producers used to be
overly dependent on intermediaries and there
was little confidence among partners, the poles
allow partners to negotiate contracts on
equitable terms. Within each pole, producer
organizations are grouped into an agricultural
cooperative operating as a Market Access Centre
and responsible for managing a collection and
storage space for the products. The
cooperatives help producers to find the best
commercial outlets, meet exporters’ standards,
and build lasting partnerships with commercial
operators. Typical products for export include
cloves, lychees, honey and chilli peppers. Most
of these products are now exported to Europe,
Asia and the United States, earning local
producers significantly higher prices than they
would fetch on the domestic market. The
programme was initiated in 2004 and is
expected to run for eight years. To date, seven
partnership poles have been initiated, with a
further ten to be established in the near future.

Box 2 - Rwanda - Smallholder Cash and
Export Crops Development Project

The project, which provided for the development
of new tea plantations, anticipated the
construction of a tea processing factory by a
private investor. When this failed to materialize,
an alternative was developed in the form of a
joint-venture company involving a new private
investor, the government and farmer
cooperatives. The new company, the Nshili Tea
Company, established a processing plant close
to the plantation. This solution has proved
beneficial to all players. Small producers sell tea
from their own plots to the company while also
working on other estates owned by the private
investor. They collectively own a 15 per cent
share in the company and sit as members on
the board of directors of the company. The
investor holds a 70 per cent share in the
company and brought the long-term financial
resources required for the construction of the
processing plant. The investor has helped build
the capacity of smallholders to deliver a quality
product, training them in collection and cutting
techniques, and helping ensure compliance with
international standards.

Rwandan tea leaves are of excellent quality. The
development and promotion of tea offers good
potential for economic growth in the country,
and an opportunity to increase incomes for poor
rural households. The project continues to build
the capacity of the cooperatives to influence
prices, deal with exporters, and learn
management techniques. Meanwhile another tea
estate was developed in Mushubi with a view to
replicating a similar partnership.

Box 3: Equity Bank Kenya - providing
credit across the value chain

Part of IFAD’s Smallholder Horticulture
Marketing Programme in Kenya is used to
support the National Accelerated Agricultural
Inputs Access Programme (NAAIAP) established
as a partnership with the Ministry of Agriculture
and the Alliance for a Green Revolution in Africa
(AGRA). IFAD and AGRA have each contributed
US$2.5 million to the programme. The NAAIAP
which is managed by the Equity Bank in Kenya
(a private bank) is intended to help small-scale
horticulture farmers and others involved along
the value chain to improve productivity and
build viable businesses. The Programme enables
the Equity Bank to improve the terms of
financial services offered to agricultural sector
players (from input supply to marketing), e.g.
by establishing a guarantee fund and dropping
interest rates from about 15 per cent to 12 per
cent. Other partners are expected to join the
programme as its scope expands.

Box 4: Refinancing attracts private banks
to the rural areas in transition economies

Starting in 2000, IFAD introduced refinancing
facilities as part of its rural finance programmes
in Moldova, Macedonia and Armenia to spur
(private) commercial bank lending in rural
areas. A Refinancing Unit was established in
each country, typically under the Ministry of
Finance, to manage the scheme. Upon receiving
a loan request from a rural client, each eligible
financial institution could then seek refinancing
from the Unit as a funding source for the
transaction. These refinancing facilities provided
much needed capital for rural investment in the
three countries, encouraging financing
institutions to expand their commitment to rural
finance. Such refinancing facilities being fully
funded by IFAD do not put any burden on state
budgets, but remain dependent upon the
governments’ willingness to pass on part of the
proceeds of an IFAD loan to private financial
institutions rather than to public-sector entities.
Despite the positive results, replication
elsewhere has as a result been limited.
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Box 5: PhytoTrade Africa - commercializing
natural products to benefit IFAD’s target
group

PhytoTrade Africa is a member-based trade
association generating additional incomes for
small-scale rural communities in Southern Africa
through market mechanisms. It was established
to help create a network of sustainable and
equitable processing industries making use of
natural resources accessible to poor rural
communities. PhytoTrade links and coordinates
agroprocessors in several countries across the
region, investing in product research and
development, engaging export buyers, and
developing and sustaining long-term business
partnerships. It helps its private sector member
companies build their capacity to develop niche
products made from local resources, and trade
on European export markets. These companies
buy raw material harvested from the wild from
rural suppliers, which is then processed into
natural oils, health care products, herbal teas,
jams, and nutritional supplements. In 2007
nearly 15,500 primary producers sold more than
80 tons of raw or semi-processed natural
products to PhytoTrade members. A total of 50
new products have been developed, many of
which have received organic and Fairtrade
certification.

Box 6: African Enterprise Challenge Fund -
leveraging investments from the private
sector

In 2008, with a small regional grant of
US$200,000, IFAD became one of six donors
contributing to the African Enterprise Challenge
Fund. The Fund, worth a total of US$50 million,
offers matching grants to small and medium
businesses across the African continent with
demonstrable benefits to poorer rural people
and the rural economy.

The African Enterprise Challenge Fund is hosted
by the Alliance for a Green Revolution in Africa,
while its daily operations are overseen by the
management consultancy firm KPMG. The
recently-launched fund has received over two
hundred applications in the first round of its
grant disbursement but is also proactive in
scouting for potential entrepreneurs. Successful
recipients will be private sector entrepreneurs
who have found profitable ways of improving
market access and functioning for the poor,
especially in rural areas.









