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Globalization and Agriculture

m Increased international flow of
= information
® goods
= financial capital
= technology
m Realignment of roles
® private sector
= the state
= civil society

m Technological and institutional innovations
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“New Agriculture”




Drivers of Change in Agri-Food
Systems

Rising incomes
= Diet diversification out of staples (Engels Law, Bennett Law)

Demographic Shifts
= Urbanization
= Rising female employment

Technology
m [CT revolution
Chain management

O
m Processing and transportation
O

Genetic engineering

“Globalization”
= Foreign direct investment (in retail and production)
m Trade liberalization




Underinvestment in Agriculture

Lending (3)

Lending to Ag sector (Sbi)

% of Bank Total

% of Total Word Bank Lending

Source: World Development Report 2008




Agriculture’s contribution to growth, 13902005, %
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Typologies of Agricultural
Development
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Financial Markets and Development

Locally Generated Funds/
Informal Banking Systems
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Nationally Intermediated
Funds/ Formal Financial
Institutions and Capital Market
Instruments
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Food System Transformation:
Key Country-level Factots

Share of Ag
in GDP

Share of Ag labor
in total

Market
Orientation

Output
Mix

Scale
Economies

Traditional
Agriculture

>30%

>50%

Subsistence

Food Staples

Not Important

Modernizing
Agriculture

10%-30%

15-50%

National

Food Staples
+ Export Crops

Not Important

Industrialized
Agriculture

<10%

<15%

International

Highly differentiated

Important




Percent of Firms Reporting
Finance as a Problem

High Income
0 Access to Finance
East Asia & Pacific W Costof Finance
Europe & Central Asia
Latin America & Caribbean
Middle East & Morth Africa

South Asia

Sub-Saharan Africa

Source: Demiguc¢-Kunt, Thorsten and Beck, 2008.




Finance Helps Firms Grow Faster

Proportion of

firms that grow
t rates requiring
external finance
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Private credit as a share of GDP

Source: Demirgiig-Kunt and Maksimovic (1998).




But Not Always....

% GDP per capita growth
Zhejiang
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Source: Boyreau — Debray (2003)




Finance and Agriculture

Chart 2

From finance to the farm

As private credit increases so does fertilizer use.

(fertilizer use per hectare of arable land, in 100 grams)
12 -

10
8

2 3 il
Private credit to GDP percent

Sources: World Bank, World Development Indicators (2005); author's analysis.
MNote: Vanables are in logarithms and are averaged over the perod 1980-2003.




Finance and Input Use and Income

Ratio of constrainad households to unconstrainad, %
1000

Micaragua Paru Honduras

B Input perhactara
Met income per hectare
M Total productive weaalth

Source: Boucher, Carter and Guirkinger 2006.




Microfinance and
Agricultural Development




FAOQO Rural Finance

m Support to member governments through
normative work and technical assistance

m Building capacity through the Rural Finance
Learning Centre

® Financial sector linkages
m Value chain finance

®m MicroBanking System for financial institutions

m Risk management and insurance

m Inventory credit, leasing, contract farming
projects




Normative Work

www.fa0.0rg/ag/ags/index en.html




Rural Finance Learning Centre
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Financial Sector Linkages

m Global review of

financial sector linkages s

m Financial linkages
trainings

m Financial linkage
facilitation guide




Value Chain Finance

m Regional workshops
to survey field
experiences

Review of selected
value-chain finance
models

Development of
appropriate financial
services and products
for small and medium
agri-business sectors




The FAO/GTZ
MicroBankingSystem for Windows

® Software to manage your
financial institution’s
transactions in a
comprehensive manner,
maintain your general
ledger, and monitor all
operations.




Conclusions

m “New Agriculture” 1s transforming demand for
rural financial services.

m [nnovations — new products, partnerships and
delivery mechanisms — promising.

m Challenges remain — building sustainable
partnerships, developing enabling environments,

capacity building needs remain high.

m Focus on well-organized and studied
experiments and pilots important.




