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Globalization and AgricultureGlobalization and Agriculture

�� Increased international flow of Increased international flow of 
�� informationinformation

�� goodsgoods

�� financial capital financial capital 

�� technologytechnology

�� Realignment of roles Realignment of roles �� Realignment of roles Realignment of roles 
�� private sector private sector 

�� the statethe state

�� civil societycivil society

�� Technological and institutional innovations Technological and institutional innovations 

“New Agriculture”



Drivers of Change in AgriDrivers of Change in Agri--Food Food 

SystemsSystems

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

� Demographic Shifts
�� UrbanizationUrbanization

�� Rising female employmentRising female employment�� Rising female employmentRising female employment

� Technology
�� ICT revolutionICT revolution

�� Chain managementChain management

�� Processing and transportationProcessing and transportation

�� Genetic engineeringGenetic engineering

� “Globalization”
�� Foreign direct investment (in retail and production)Foreign direct investment (in retail and production)

�� Trade liberalizationTrade liberalization



Underinvestment in Agriculture Underinvestment in Agriculture 

Source: World Development Report 2008 



Typologies of  Agricultural Typologies of  Agricultural 

DevelopmentDevelopment

Source: World Development Report 2008



Financial Markets and DevelopmentFinancial Markets and Development
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Food System Transformation:Food System Transformation:

Key CountryKey Country--level Factorslevel Factors
Traditional Traditional 

AgricultureAgriculture

Modernizing Modernizing 

AgricultureAgriculture

Industrialized Industrialized 

AgricultureAgriculture

Share of  Ag Share of  Ag 

in GDPin GDP
>30%>30% 10%10%--30%30% <10%<10%

Share of  Ag labor Share of  Ag labor 

in totalin total
>50%>50% 1515--50%50% <15%<15%

in totalin total
>50%>50% 1515--50%50% <15%<15%

Market Market 

OrientationOrientation
SubsistenceSubsistence NationalNational InternationalInternational

Output Output 

MixMix
Food StaplesFood Staples

Food Staples Food Staples 

+ Export Crops+ Export Crops
Highly differentiatedHighly differentiated

Scale Scale 

EconomiesEconomies
Not ImportantNot Important Not ImportantNot Important ImportantImportant



Percent of  Firms Reporting Percent of  Firms Reporting 

Finance as a ProblemFinance as a Problem

Source: Demiguç-Kunt, Thorsten and Beck, 2008.



Finance Helps Firms Grow FasterFinance Helps Firms Grow Faster

Source: Demirgüç-Kunt and Maksimovic (1998).



But Not Always....But Not Always....

Source: Boyreau – Debray (2003)



Finance and AgricultureFinance and Agriculture



Finance and Input Use and IncomeFinance and Input Use and Income

Source: Boucher, Carter and Guirkinger 2006.



Microfinance and Microfinance and 

Agricultural DevelopmentAgricultural DevelopmentAgricultural DevelopmentAgricultural Development



FAO Rural FinanceFAO Rural Finance

�� Support to member governments through Support to member governments through 
normative work and technical assistancenormative work and technical assistance

�� Building capacity through the Rural Finance Building capacity through the Rural Finance 
Learning CentreLearning CentreLearning CentreLearning Centre

�� Financial sector linkagesFinancial sector linkages

�� Value chain finance Value chain finance 

�� MicroBanking System for financial institutionsMicroBanking System for financial institutions

�� Risk management and insuranceRisk management and insurance

�� Inventory credit, leasing, contract farming Inventory credit, leasing, contract farming 
projectsprojects



Normative WorkNormative Work

�� Agriculture Finance Revisited seriesAgriculture Finance Revisited series

�� Contract Farming: Partnerships for GrowthContract Farming: Partnerships for Growth

�� Livestock and Aquaculture Insurance in Developing Livestock and Aquaculture Insurance in Developing 

CountriesCountriesCountriesCountries

�� Expanding the Frontier in Rural Finance: Financial Expanding the Frontier in Rural Finance: Financial 

Linkages and Strategic AlliancesLinkages and Strategic Alliances

�� Talking about Money seriesTalking about Money series

www.fao.org/ag/ags/index_en.htmlwww.fao.org/ag/ags/index_en.html



Rural Finance Learning CentreRural Finance Learning Centre

www.ruralfinance.org



Financial Sector LinkagesFinancial Sector Linkages

�� Global review of Global review of 

financial sector linkagesfinancial sector linkages

�� Financial linkages Financial linkages �� Financial linkages Financial linkages 

trainingstrainings

�� Financial linkage Financial linkage 

facilitation guidefacilitation guide



Value Chain FinanceValue Chain Finance

�� Regional workshops Regional workshops 
to survey field to survey field 
experiencesexperiences

�� Review of selected Review of selected 
valuevalue--chain finance chain finance valuevalue--chain finance chain finance 
modelsmodels

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



The FAO/GTZ The FAO/GTZ 

MicroBankingSystem for WindowsMicroBankingSystem for Windows

�� Software to manage your Software to manage your 

financial institution’s financial institution’s 

transactions in a transactions in a transactions in a transactions in a 

comprehensive manner, comprehensive manner, 

maintain your general maintain your general 

ledger, and monitor all ledger, and monitor all 

operations.operations.



ConclusionsConclusions

�� “New Agriculture” is transforming demand for “New Agriculture” is transforming demand for 
rural financial services.rural financial services.

�� Innovations Innovations –– new products, partnerships and new products, partnerships and 
delivery mechanisms delivery mechanisms –– promising.promising.delivery mechanisms delivery mechanisms –– promising.promising.

�� Challenges remain Challenges remain –– building sustainable building sustainable 
partnerships, developing enabling environments, partnerships, developing enabling environments, 
capacity building needs remain high.capacity building needs remain high.

�� Focus on wellFocus on well--organized and studied organized and studied 
experiments and pilots important. experiments and pilots important. 


