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ABSTRACT

Agriculture continues to be the backbone of ecormystem of developing economies and it is
the predominant source of livelihood for peopleha developing world, including Rwanda. It
provides food, raw materials to the industrial seancomes and employment opportunities to a
very large part of the rural population. Therefatee Agriculture sector becomes the priority
among others of those developing countries."Agticel Value Chain Finance (AVCF)
approach” has been reveiled very important in dgyal sustainable agricultural systems,
expanding rural incomes, alleviating poverty anonpoting financial inclusion, especially of the
smallholder farmers engaged in agriculture acasiti

This research study entitliédmpact of Agricultural Value Chain Financing on Smallholder
Farmers’ Livelihoods” presents opportunities and constraints that swidiin farmers are
bearing in expanding their livelihoods by accessmdormal financial services through AVCF
in rural areas. The case study is the rice cooaperatalled: ‘COOPRIKI-CYUNUZI:
Coopérative des Riziculteurs de Kibaya- Cyunuzi’ based in Gatore Sector, Kirehe District of

Rwandan Eastern Province.

This research sudy is developed around three nesearch questior{fgAre the existing
alternative financial mechanisms, risk mitigatiammgucts and economic models for Value chain
Finance approach work efficiently to raise the pwotivity and income growth for smallholder
farmers? (ii))Which constraints are limiting smallder farmers’ accessing finance in
Agricultural Value Chain model, and what can be eldyy stakeholders to overcome those
constraints?(iii) How AVCF can impact the livelidsof smallholder farmers and what should
be the roles of different stakeholders in promotimg approach?

The research is made up of five chapters. Chapter fdovides the general introduction to the
whole research project, and talks about the rekegamablem, objectives, questions, scope of
work, significance, theoretical framework, reseadgsign and methodology, and the thesis
structure. Chapter Two is the literature review whihe AVCF approach, financial tools and
instruments, business models, main constraintsM@R etc. This chapter also reviews the case
study: Rwanda Rice Value Chain Financing illustlddy COOPRIKI-CYUNUZI rice growers
cooperative located in Kirehe District, in EastBmovince of Rwanda. Chapter Three shows the
targeted population and sample, sampling technjquethods and techniques that were used for
data collection, data analysis, results’ intergieta and presentation. In this regards, the
targeted population was made up 2.856 smallholdeges growing the rice paddy in Kibaya
and Cyunuzi marshlands, and members of COOPRIKI-WY@I. The *“convenience
sampling” method was used to select a sample ok§Pondents within the cooperative and 5
other people from supporting institutions (develemtnprojects and FIs). Both qualitative and
guantitative methods were used, a questionnaireusad to collect data, and coding process

was used for results interpretation and presemat@hapter Four talks about description and
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presentation of data collected, and comments odings. In conclusion, in Chapter Five,
research findings and recommendations made toreliffestakeholders were used to answer the
main research questions raised at the beginnitigofesearch study, in Chapter One. Summary

of findings of this research work were:

(i) COOPRIKI-CYUNUZI works in AVC model : the coopenatiis linked to inputs suppliers.
The cooperative supplies rice paddy to differeimte milling companies, and works with

few Financial Institutions.

(i) Both farmers and Fls expressed that farmers enematonstraints to access formal credit,
such as: lack of collaterals, lack of guarantoghhinterest rates, lack of skills to develop

bankable proposals, etc.

(i COOPRIKI-CYUNUZI received both Government amkvelopement Agencies’s financial
support in forms of grants and Capacity building,well as loans from few Fls. Farmers
aknowledged that the financing received, even fr@enht have mpacted positively their
lives’ standards. They aknowledged that by engatiegn in rice production and working
with FIs at some extent, they have increased adodssalth services, education services for
their children, have acquired new assets (catthatsy motocycle, have rehabilitated their

houses, etc).

At the light of those research’s findings, the sesher formulated some recommendations to
different stakeholders for the AVCF to work moréaéntly and provide a positive impact on

livelihoods of smallholder farmers:

() Governments, through police makers should take |dasl by enabling a working
environment for the AVCF through its legistratigpromoting financial inclusion, and

providing directions to other stakeholders.

(i) Supporting agencies (Donor Programmes, NGOs an@élbgwment Programmes) have to
take their facilitation role and make sure that flmancial system provides adequate
finance to AVC actors that meet demands arisinghfaxtivities along the value chain
through capacity building of smallholder farmersormpoting business models and
enhancing sustainable market linkages between etaons.

(i) Finally, Fls have to play their role of expandingeit lending opportunities in rural
areas.They should promote easy access to finagemalces by smallholder producers and
other value chain actors by availing sweetablenfored products to meet their different

needs along the chain.
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CHAPTER ONE: INTRODUCTION
1.1. INTRODUCTION AND BACKGROUND OF THE RESEARCH

In the developing world,agriculture plays a criticale in the entire life of the economy. It
remains the backbone of economic system of devedogountries.In addition to providing food
and raw materials to the industrial sector, agtigelis the main source of livelihood of majority
of rural polulation,providing employment opportueg to a very large percentage of
population.For the 70 percent of the world's pobowve in rural areas, agriculture is the main
source of income and employment(www.worldbank.oggiéulture&Rural Development | Data
- The World Bank).

In Rwanda, the government has a good governancedlittal will to develop the agricultural
sector as it is being the economic backbone ofctntry by employing about 87% of the
working population, producing around 46% of GDP geherating about 80% of the total
export revenues(www.spaceoffi@rick Scan Rwanda - Netherlands Space Office).cAgtire
contributes immensely to Rwandan economy in manygsywsuch as, in the provision of food to
the population; supply of raw materials and pransdf markets to the industrial sector; a major

source of employment generation, foreign exchamageirgs, etc.

Under EDPRS 11(2013-2017), the second phase ofBt@nomic Development and Poverty
Reduction Strategy ismoving towards achieving apassing the long-term targets of Vision
2020 and the MDGs. The overall goal of EDPRS lioisiccelerate progress to middle income
status and better quality of life for all Rwandahsough sustained growth of 11.5% and
accelerated reduction of poverty to less than 3@%he population.” Rural development” is
among the four thematic areas and priorities of EBRI: (i) economic transformation, (ii)
rural development, (iii) productivity and (iv)youdmployment and accountable
governanceThe first three priorities are particularly ofeeénce to the agricultural sector:

= Economic Transformation will operate diversification of the economic basel detter
external and internal connectivity, as well as phgate sector investment in value chains
and agri-processing facilities.

» Rural Development'dargets are increased agricultural productivityeduce poverty and
rural infrastructure development to connect farmensarkets.

= Youth and Productivity aims atskills development and sensitisation focused on lyoas

well as supporting entrepreneurship, access todmand agri-business development.
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Therefore, Agriculture is recognized in EDPRS llaapriority sector of the economy that will
both stimulate economic growth and make the greatestribution to poverty reduction
withmain objectivesof increasing rural householdsomes,providing incomes from diversified

sources, and increasing food security.

In order to implement the ambitious targets of EBPRand Vision 2020 of reducing poverty
and making a significant positive impact on the yapon, particularly those living in rural
areas, the Ministry of Agriculture and Animal Resms (MINAGRI) has developed an internal
sector strategy, the “ Strategic Plan for the Ti@msation of Agriculture in Rwanda” or “Plan
Stratégique pour la Transformation de I'Agricultae Rwanda” — PSTA.

The strategic vision for the current third genenatof the Agriculture strategy, PSTA Il in the
next five years is a focus on both increased priclu®f staple crops and livestock products,
and greater involvement of the private sector twaase agricultural exports, processing and
value addition. Investing in high-value crops whalso exploiting the opportunities offered by
staple crops is key for the future, facilitatingtibalomestic food security and higher rural

incomes.

« Value Chain Development and Private Sector sonstitues the third Programme of the
PSTA lll, Sub-Programme3.7. Agricultural Financeaims at improving financial services in
rural areas,strengthening, expanding and introduaiew agricultural finance instruments by

implementing main lines of Action, (PSTA IIl), resgively:

= Consolidate SACCOs at the District level under gmiéultural Cooperative Bank
= Establish a warehouse receipts system
= Expand agricultural insurance and rural finance

» Facilitate value chain finance relationships

In light of the above GoR'’s initiativeggricultural Value chain development and financing
approachesbecomes absolutely a tool that can boost the dprent of the Agriculture sector

and increase incomes of rural active householdagedin farming activities.

Adequate and timely financial services through ‘éaChain Finance” can help farmers to raise
productivity,make optimal use of value additionenpmarket opportunities for their produces;

and therefore, improving their livelihoods.
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This research aims especially to explore thoses fimotigh Rwanda Rice Value Chain financing
experience illustrated by COOPRIKI-CYUNUZI Coopérat a cooperative of rice growers
based in Kirehe District, Eastern Province.

1.2.RESEARCH PROBLEM FORMULATION

This sectionprovides an introduction for the foratign of the research objectives and questions
which aim at highiliting most important challengtdsat smallholder farmers are facing in
accessing financial services in the agricultureaseand seeking to show the impact of the
financing received in the AVCF model on smallholteemers.

In the 2fcentury, agriculture continues to be a fundamemistriment for sustainable
development and poverty reduction. Three of every fpoor people in developing countries
live in rural areas, 2.1 billion are living on lebsn $2 a day, 880 million on less than $1 a day
and most depend on agriculture for their livelih@q@ww.cynosure-consultants, Agriculture
Development). Majority of rural small farmers degdeain related subsistence farming activities.
They live in precarious conditions, threatened &gkl of income, shelter and food, medical
services, education of their children and otheidoaseds. To overcome povertyand be able to
improve their livelihoods, they need to borrow mpriier investing in their lands exploitation,

making savings to protect their families againsisi

Therefore, increasing finance in the agriculturet@eis the way of lifting smallholder farmers
living in extreme poverty towards a sustainablealiggment. Financial practitioners worldwide
have set a number of initiatives to increase thgplyuof finance to the agriculture sector;
“Agriculture Value Chain Finance” approach is ae tbenter of the heart, absolutely as a
necessity to the economic growth in the developmemid.

Rwanda hasn’t been left behind in promotingagrigeltfinancing. In light of the PSTAII, Sub-
Programme 3.6:Strengthening rural financial sysfgmasGoR has made substantial efforts to
build sustainable rural financial systems that mtevaccess to financial services for rural
people, through establishment of numerous crediidiecing vehicles such as, special funds and
lines of credit, RIF1 and RIF2, Agricultural Guare® Fund(AGF), Crop and Livestock
Insurance, etc.Other financial facilities are pdad by MINAGRI's agenciessuch as,the
Performance-Based Grant and Guarantee facilitiewiggd by PRICE Project to support
Horticulture, Tea and Coffee sectors ‘developmPBost-Harvest Grant and Guarantee facilities,
Climate-Resilient Grant, both provided by PASP €ttjthe Value Chain Development Fund

3|Page



Impact of Agriculture Value Chain Financing on Smallholder Farmers’Livelihoods/Rwanda Rice Value Chain Financing

Grant Facility(VCDF) provided by KWAMP Project. KWAWP, PRICE and PASP are both
IFAD supported agricultural development projectgoimed in value chain development and
based in IFAD/MINAGRI Single Project Implementatidgnit(SPIU) of Land Husbandry,
Watershed Management & Value Chain Development-GRNAMP-PRICE-PASP). All of

them are intended to enable farmers accessingsi@davorable rates.

Despite all these efforts mobilized by the GoR tonpote agriculture financing in Rwanda, the
agriculture sector in Rwanda remains generally goeed by the financial sector as very risky;
challenges inherent in the value chains hinder ftdviinance. Most of agricultural projects in
Rwanda are poorly financed with scarce specialediucts. Due to lack of collaterals, low
productivity and production, unpredictable climatenges, inadequate storage and processing,
and market uncertainties, access to finance becorags limited. Especially, smallholder
farmers engaged in primary production, but withadequate collaterals frequently complain
about a lack of access to working capital loangdleddo buy and apply inputs and fertilizers,
pay labor for the land preparation and maintenapiapare the harvest, and handle the produce
to meet the markets, etc. Farmers also need lomg fmance to invest in post-harvest
infrastructures and marketing They also need othesic related services such as crop

insurance, savings, transfers, potentially needethpport investments along the chain.

That is the case of COOPRIKI-CYUNUZI rice cooperatbased in Kirehe District, Eastern
Province of Rwanda which is the case study ofréggarch. The cooperative received numerous
Governmentand affiliated agencies’financial suppag well as loans from local Financial
Institutions to implement rice paddy productionttities along the chain.

In summary, in the period coveringeason B 2014 to Season A201lte cooperative
received total financial support worth Frw 1.192@&30 for value chain activities from

different sources: Government, Development ageranes-Is:

= Governement and affiliated agencies, as well asifigested total funds worth Frw
988.680.000 to finance inputs acquisition for COQRCYUNUZI's members.

» Field operations during 6 months of rice producti@mve been financed from the same
institutions with an insignificant amount totalifgw 131.305.000 compared to inputs

acquisition for the same period.

4|Page



Impact of Agriculture Value Chain Financing on Smallholder Farmers’Livelihoods/Rwanda Rice Value Chain Financing

= Funds received by the cooperative from those fimgnmstitutions (GoR, develpment

agencies and FIs) for Post-Harvest activities amdstments are totaling Frw 385.922.940.

» Lastly, paddy product marketing and selling adegtreceived total funds equal to Frw
190.000.000, including loans from Fls, Governmend development agencies’ financial

support.

Despite the fact thatdifferent financing institutsohave invested these funds in COOPRIKI-
CYUNUZI value chain’s activities, no study has beewer conducted to find out which
challenges that rice producers are encounteringredit acquisition and the impact of this

financing received on the livelihoods of benefi@arwho are the cooperative’s members.

That is the motivation of the researcher to condhiststudy in COOPRIKI-CYUNUZI in order
to complement other studies that have been dorahalenges that exist in accessing finance in
the AVCF model, but most importantly, how the finag received along the chain can impact
small rural farmers in light of rice producerswargitogether in COOPRIKI-CYUNUZI.

Subsequent research objectives and questions afeiearch problemare outlined in sections
below and they are designed to assess constrainsrfallholder farmers in agricultural value
chain financing and to explore opportunities fanfars to earn more incomes and improve their

livelihoods through agriculture value chain finargapproach.

|.3. RESEARCH OBJECTIVES
I.3.1.General objective

This study on Agriculture Value Chain Finance” aims at exploring different

strategies,models, instruments and tools whichhedym small scale farmers in improving access
to finance for agriculture commercially-orientedvéstments. It will contribute in assessing
opportunities and main constraints that farmersfacing in accessing finance required to carry
out different activities along the chain, and itlwgontribute in proposing ways to overcome

some of those constraints.
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1.3.2. Specific Objectives

v' To identify constraints that are faced by smalleoldarmers in credit acquisition,and

propose alternative solutions to overcome thosstcaints.

v' To provide an analysis of impact of AgricultureValGhain Financeon smallholder farmers

‘livelihoods.

v Define roles of stakeholders in promoting the AV&jproach.

l.4. RESEARCH QUESTIONS

In this study, in order to achieve the above objest three main research problems are

expected to be answered:

= Are the existing alternative financial mechanisnsk mitigation products and economic
models forValue chain Finance approach work effitieto raisethe productivity and

income growth for smallholder farmers?

=  Which constraints are limiting smallholder farmeegcessing finance in Agricultural

Value Chain model,and what can be done by stakehotd overcome those constraints?

= How AVCFcan impact the livelihoods of smallholderhers and what should be the

roles of different stakeholders in promoting thigpeoach?

I.5. SCOPE OF THE RESEARCH

This research will discuss the Agriculture Valuea®hFinance approachin general. Focus will
beconfined to the “Rice Value Chain Finance expegein Rwanda”, with the illustration case
of a selected Rice growers Cooperative, COOPRIKUBJZI based in Kirehe District, in
eastern Province of Rwanda. It will illustrate oppaities and constraints thatrice growersin
COOPRIKI-CYUNUZI are facing in accessing financer fdifferent needs during rice
production process, in harvest and post-harvesbgheand during paddy commercialisation.
COOPRIKI-CYUNUZI Cooperative will serve as the casdy to illustratethe impact of
financing received on the livelihoods of rice grosvevho are engaged in different activities

carried out along the chain.
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1.6. SIGNIFICANCE OF THE STUDY

In addition to other researches that have beenumed on this topic, this study is proposed to
provide a contribution that can help policy makerdesigningnew strategies with regard to the
agriculture sector development, using the « Vallmi& Finance Approach ».Furthermore, it
will contribute to help agriculture finance proctiters to better understand different lending

mechanisms appropriate to agriculture investmemaine chain models.

Personally, in my position of researcher, the stwdly enrich the practical and theoretical

experience | already have in the field of agriadtsector finance.

1.7. THEORITICAL FRAMEWORK

The role of agriculture value chain finance is tid@ss the needs and constraints of those
involved in that chain. This is often a need forafice but it is also commonly used as a way to
secure sales, procure products, reduce risk amdfwove efficiency within the chain.

Therefore, atheoretical framework is useful for enstinding value chain finance approach.This
is important because value chain finance is botla@roach to financing as well as a set of
financial instruments which are utilized to expaart improve financial services to meet the

needs of those involved in the valuechain.

This study will focus on documented theories andieh® related to Agriculture Value Chain
Finance, specifically, on concepts telling aboutcdture value chain models, financing tools

and instruments, constraints and benefits provilg@dVCF to smallholder farmers.

|.8. RESEARCH DESIGN AND METHODOLOGY

The research will be based on the conceptual fraeaf « Agriculture Value Chain Finance »
and its general impact on smallholder farmers’lvebds. Specifically, this study will highlight
the application of the AVCF approach, its issued lanefits on lives’ tandards of smallholder
farmers and members of COOPRIKI-CYUNUZI cooperatibgsed in Cyunuzi village, Gatore
sector, Kirehe District, Eastern Province of Rwandewing rice in Kibaya and Cyunuzi

marshlands.
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Therefore, both qualitative and quantitative methatll be used to gather relevant primary and
secondary data from existing related documentsyedsas directly from smallholder farmers
operating in COOPRIKI-CYUNUZI and close support iagies ‘staff.

Primary data will be collected directly from resgents through a questionnaire. A structured
guestionnairewill be distributed to an expected @ansize of 50 respondents that will be
selected from a population of 2.856rice grower€fOPRIKI-CYUNUZI Cooperative, and 5
respondents will be selected from banks ‘officedsl developing agencies ‘staff that have been

working closely with the cooperative.

By using the “Convenience Sampling” technique,résearcher will determine the farmers to be
selected, using the list of the population providgdhe Cooperative Management. Participation
to respond to the questionnaire will be on voluntaasis. Therefore, any refusing participant
will be replaced by another one using the samegsac

Secondary data will be collected from books, regearticles published in professional journals

and websites, government documents, etc.

Collected data analysis will be performed using ‘tf@odification” and “Thematic Analysis”

methods to provide results interpretation and dngwecommendations and conclusion.

1.9. THESIS STRUCTURE

This study is outlined into five chapters as folsow

Chapter 1: Introduction to the Agriculture Value Chain Study. It gives the overall idea
about the whole research project, including theaesh problem, objectives, questions, scope of
work, significance, theoretical framework, researmdbsign and methodology, and thesis

structure.

Chapter 2:Literature review.Mainly, this chapterwill encompass an overview otdmented
theories and models relating to Agriculture Valueal® Financing, tools and instruments of
Agriculture value chain financing used, impactlod AVCF on small scale farmers ‘livelihoods.

It will provide also an overview of the Rice Val@hain in Rwanda.

Chapter 3: Research methodologyThis chapterwilldiscuss the relevance of the mebhagly

and research design of this study. It will spell the: (i) study area, source of data, methods and
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techniques that will be used in data collection), targeted population, sample and sampling
techniques that will be used, and (iii) techniqtiest will be used for data analysis, results’
interpretation and presentation.

Chapter 4:Research findings.This chapter will talk about the description of detacollected
and comment on findings from the analysis of thdet@ collected.

Chapter 5: ConclusionThe chapter will summarize the most important elesi®f findings
described in chapter Four. From the findings, a egan conclusion and general

recommendations will be formulated to answer thenmesearch questions.
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CHAPTER TWO: LITERATURE REVIEW

2.1. INTRODUCTION

The literature review of this study presents cavacepts and issues related #gticulture
Value Chain Finance Approach”Numerous concepts and approaches in this arealiesare
designed by different practitioners in agricultudevelopment to address constraints that

smallholder farmers are facing in accessing finaremed for their agriculture investments.

The literature consulted different sources; boakstkshops and conferences reports from the
agencies and organizations involved in supplyingricial services to agriculture investments in
developing countries, journals, websites, etc.Titezature focuseson main themes discussed,
such as: definitions, theories, models, which walhtribute to answer the main questions of this
research, and make appropriate recommendationsregtird constraints farmers are facing in
accessing financial services while investing inirthagri-businesses toraisetheir levels of

incomes.

2.2. DEFINITIONS AND TERMINOLOGY OF KEY-TERMS IN AV CF

2.2.1. Value Chain Concept

Different authors have described théatue Chain approach” to explain its relationship to the
economic development in addressing the major cainé$r and opportunities faced by

businesses’promoters at multiple levels along tdaeschain.

The value chain concept allows integration of tlagious players in agriculture production,
processing and marketing. It defines the variolssrof players while at the same time, scope

and purpose of partnerships that can be establ{#wpdty Bank-Kenya, Muiruri, 2007).

Widely, the term Value chain”is used to describe the all activities and sesvit@t bring a
product (or a service) from its conception to timel @ise in a particular industry, from input
supply to production, processing, wholesale andllfin retail markets, where value is being

added to the product or service at each step alenghain.

2.2.2. Agriculture Value Chain(AVC)

The AVC is about actors (private and public, inohgdservice providers) and the sequence of

value-adding activities involved in bringing a puatl from production to the end-consumer. In
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agriculture, they can be thought of as a “farmerkf set of inputs, processes and flows (Miller
and da Silva, 2007).

The chain comprises different chain’sactors;ittstdry inputs suppliers, producers, producer
groups, traders or aggregators, processors, aaiteretwholesellers and consummers/exporters.
The Agriculture Value Chain involves the sequentidtages between chain actors and a set of
activities that bring a basic agricultural prodfrom production in the field to final consumption
(ADB Group, Alex Rugamba & Peter Noni, 2013).

Each VC actor has distinct characteristics andnftivey requirements. A producer will require
finance for farm investments or inputs, while thequirement for those engaged in
processing/packaging will require a large long-temedit and equity for investments in plant,
machinery and buildings. The requirements will vimydifferent actors within each category as
well. For example, the need for finance will vastween the large farmer and marginal farmer,
depending upon the farm size. A large farmer weldjuire higher credit to purchase heavy
machinery, while the marginal farmer will requinedit to purchase inputs like seed, fertilizer,

and pesticide. That is the rationalg‘Agriculture Value Chain Finance Approach”.

2.2.3. Agricultural Value Chain Finance (AVCF)

The term“value chain finance” refers to the flows of funds to and among the atgilinks
within a value chain. It relates to any or all éetfinancial services, products and support
services flowing to and/or through a value chairadolress the needs and constraints of those
involved in that chain, be it to obtain financirg,to secure sales, procure products, reduce risk

and/or improve efficiency within the chain(IFAD, €& Miller,2012).
It refers to both internal and external forms office:

= Internal value chain financeis financing that takes place within the valueichauch as
when a supplier provides credit to a farmer or whelead firm advances funds to a

market intermediary.

= External value chain financeis financing from outside the chain made posdilyle@alue
chain relationships and mechanisms; for examplema bank issues a loan to a farmer
based on a contract with a trusted buyer or a vearshreceipt from a recognized storage
facility, or when, the bank advances funds agaamsi@assignment of future receivables

from the buyer, and factoring in which a busineslissits accounts receivable at a
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discount. Also falling under value chain fina: asset collateralizatiosuch as on the

basis of warehouse receipts, and risk mitigatioshsas forward contrting, futures and

insurance.

Figure 1.1. illustratethe AVC framework, it illustratethat finance is provided by those witt

the value chain itself, as well as by various typkemstitutional financing entities who provi

financing to the chainProducts flow in one direction through the chaithwiarying levels o

value addition at each level.Within the chain thmarhce flows in two directions, dependi

upon the particular value chain and/or region ahd tynamics of the companies ¢

participants involved.

Figure 1.1.:Product and financial flows within the AVC
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2.2.4. ldentifying value chain financing needs

Actors in the various segments of the VC requinariice to buy inputs, expand field operations,
transform products, upgrade or explore new markétsncing needs vary within the value
chains. Therefore, the starting point of desigrapgropriate matching financing instruments is
the identification of different needs at each segnoé the agriculture value chain.The table 2.1.

provided below describes the typical financing tbatild respond to different needs along the

AVC.

Table 2.1.: Financing needs and corresponding types finance in VC segments

Need Purpose Type of finance
Input Working capital Overdraft
Industry (includingcredit to customers) revolving credit line
Asset-based finance — factoring (accountsreceiyable
inventories, etc
Fixed assets (plant, property) Termloan
Commercial property finance
Primary Inputs/land preparation Short-term agricultural production loan
Production Revolving credit line
Supplier credit (from input industry)
Advancepayment (from processors)
Operating expenses Short-term agricultural production loan
Revolving credit line
Supplier credit
Advancepayment
Warehousereceipt system
Equipment Termloan
Vehicle&asset finance (leasing, rental, instalnsies)
1st/2nd Working Capital (including Overdraft, Revolving credit line
Level advance payments to suppliers Asset-based finance — factoring (accountsreceiyable
Processing inventories etc
Fixed Assets (plant, property) Asset finance (leasing, rental, installment sales)
Commercial property finance (warehouses, factories,
industrialpremises)
Equipment (machinery, capital Termloan
equipment) Vehicle&asset finance (leasing, rental, installmeaies)
Wholesale, | Working capital Overdraft
Retail & Revolving credit line
Marketing
Fixed Assets (incl.wholesale Termloan
warehouses, Commercial property finance
transport vehicles etc.) Vehicle&asset finance
Working capital (pre- and post- Export credit line
shipment) Letter of credit/forfaiting
Bills of exchange
Factoring
Export Working capital (pre- and post- Export credit line
shipment) Letter of credit/forfaiting
Bills of exchange
Factoring

Source: UNIDO: Unleashing Agricultural DevelopméniNigeria through VCF. Working Paper, November @01
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2.2.5. Financial iinstruments used in AgriculturalValue Chain Finance

AVCEF is an approach to financing. An understandifgroduction process, products value-
addition and marketing processes can help to deterthe financial needsof actors in the chain
and how best to provide matching financing supporthat respect, innovative financial
instruments (products) may be developed and appliediapted tomeet those specific financial
needs identified along the chain.Calvin categoritesn into five categories, summarized in
table 2.2. (Calvin Miller, 2012).

Table 2.2.: Categories of financial instruments comonly used in agricultural
value chain finance

Category Instrument

A. Product financing *Trader credit

* Input-supplier finance

» Marketing and wholesale company
finance

* Lead-firm financing

B. Receivables financing » Trade-receivables finance

* Factoring

* Forfaiting

C. Physical-asset collateralization | « Warehouse receipts finance
* Repurchase agreements (repos)
* Financial leasing (lease—purchase)

D. Risk mitigation products * Insurance
* Forward contracts
 Futures

E. Financial enhancements Securitization instruments

* Loan guarantees
« Joint-venture finance

Source: Ag VCF Strategy And Design, Technical Noadyin Miller, 2012)

2.2.5.1. Product financing

v' Trader creditTraders advance funds to producers to be repaighlly in kind, atcredit
harvest time. This allows traders to procure présluand provides afarmer with needed
cash (for farm or livelihood usage) as well as aguoied sale of outputs. Less
commonly, trader finance can also beused ‘upwandthe chain whereby the trader
delivers products tobuyers with delayed payments.
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v Input supplier creditAn input supplier advances agricultural input$aiomers (or others
in the VC) for repayment at harvest or other agrieee. The cost of credit (interest) is
generally embedded into the price. Input suppliedit enables farmers to access needed

inputs while increasing sales of suppliers.

v' Marketing company creditA marketing company, processor or other companyiges
credit in cash or in kind to farmers, local tradersother value chain enterprises.
Repayment is most often in kind. Upstream buyeesadte to procure outputs and lock
in purchase prices and in exchange farmers andsoiin¢he value chain receive access

to credit and supplies and secure a market fangetheir products.

v' Lead firm financing A lead firm either provides direct finance to wal chain
enterprises including farmers, or guaranteed sajesements enabling access to finance
from third party institutions. Lead firm financingften in the form of contract farming
with a buy-back clause, provides farmers with fegntechnical assistance and market

access, and ensures quality and timely produdtsettead firm.

2.2.5.2. Receivables financing

v' Trade receivables financeA bank or other financier advances working cdpita
agribusiness (supplier, processor, marketing arbrgx companies against accounts
receivable or confirmed orders to producers. Ret®#és financing takes into account

the strength of the buyer’s purchase and repayimstary.

v' Factoring : Factoring is a financial transaction wherebiusiness sells its accounts
receivable or contracts of sales of goods at aodisicto a specialized agency, called a
factor, who pays the business minus a factor disicand collects the receivables when
due. Factoring speeds working capital turnover,dicreisk protection, accounts
receivable bookkeeping and bill collection servidéss useful for advancing financing

for inputs or sales of processed and raw outpuatisaite sold to reliable buyers.

v Forfaiting: A specialized forfeit or agency purchases an #rps receivables of freely-
negotiable instrument(such as unconditionally-gui@ed letters of credit and ‘to order’
bills of exchange) at a discount, improving expodash-flow, and takes on all the risks

involved with the receivables.
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2.2.5.3.Physical asset collateralization

v' Warehouse receiptsFarmers or other value chain enterprises recaiveceipt from a
certified warehouse that can be used as collateraccess a loan from third party
financial institutions against the security of geoth an independently controlled
warehouse. Such systems ensure quality of invenamiy enable sellers to retain outputs

and have opportunity to sell for a higher priceiniyithe off-season or other later date.

v' Repurchase agreements (repo$):buyer receives securities as collateral andezxgte
repurchase those at a later date. Commodities taredswith accredited collateral
managers who issue receipts with agreed conditifmmsrepurchase. Repurchase
agreements provide a buy-back obligation on saesl, are therefore employed by

trading firms to obtain access to more and chefpeling due to that security.

v" Financial lease (lease- purchase)A purchase on credit which is designed as eeleas
with an agreement of sale and ownership transfee dull payment is made (usually in
installments with interest). The financier maintaiownership of said goods until full
payment is made making it easy to recover goopayfment is not made, while allowing
agribusinesses and farmers to use and purchaseinmachvehicles and other large

ticket items, without requiring the collateral otvéese needed for such a purchase.

2.2.5.4.Risk mitigation products

v Insurance: Insurance products are used to reduce risks blngpregular payments of
clients and paying out to those affected by disastayment schedules are set according
to statistical data of loss occurrence and mitigfa¢eeffects of loss to farmers and others

in the value chain from natural disasters and ath&Emities.

v' Forward contracts: A forward contract is a sales agreement betweean parties to
buy/sell an asset at a set price and at a spgafit of time in the future, both variables
agreed to at the time of sale. Forward contradtsvgbrice hedging of risk and can also

be used as collateral for obtaining credit.

v Futures. Futures are forward contracts (see definitionvapthat are standardized to be
traded in futures exchanges. Standardization fatgk ready trading through commodity
exchanges. Futures provide price hedging, allowiade companies to offset price risk

of forward purchases with counterbalancing of fetusales.
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2.2.5.5.Financial enhancements

v Securitization instruments Cash-flow producing financial assets are pooledi a
repackaged into securities that are sold to invesithis provides financing that might
not be available to smaller or shorter-term assets includes instruments such as
collateralized debt obligations, while reducing ttast of financing on medium and

Ionger term assets.

v' Loan guarantees Agricultural loan guarantees are offered by 3edtips (private or
public) to enhance the attractiveness of financeeldycing lending risks. Guarantees are
normally used in conjunction with other financiakiruments, and can be offered by

private or public sources to support increaseditentb the agricultural sector.

v Joint venture finance Joint venture finance is a form of shared owrgity finance
between finance private and/or public partners f@areholders. Joint venture finance
creates opportunities for shared ownership, retand risks, partners often have

complementary technical, natural, financial andkebaccess resources.

2.2.6. Business Models In Agricultural Value Chains

In agriculture value chain approach, a businessefithe wayby which a business creates and
captures value within a market network of producsrgppliers and consumers, or, in short,
"what a company does and how it makes money fromgdd' (Bill Vorley, Mark Lundy and

James MacGregor, 2008).

The business model concept is linked to busineategly (the process of business model design)
and business operations. If value chain financto ibe successful, the value chain must be
viewed as a single structure, with the model of gtructure providing a framework for further

analysis.

Calvin Miller and Linda Jones define 4 typical agiture value chain models summarized in in
Table 2.3.The models are characterized by the rdauer of the VC and the rationale for

promoting the chain(Calvin Miller and Linda Jon€X,Q).
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Table 2.3.Typical organizational models of smallholder agricltural production

indeveloping countries

Model Driver of organization Rationale

Producer-driven Small-scale, especially when Access new markets Obtain

(association) formed into groups such as higher market price
associations or cooperatives Stabilize and secure market position
Large-scale farmers

Buyer-driven Processors Assure supply
Exporters Increase supply volumes
Retailers Supply more discerning customers
Traders, wholesalers and other meeting market niches and interests
traditional market actors

Facilitator- Non-governmental organization$ Make markets work for the poor

. and other support agencies Regional and local development

driven .
National and local governments

Integrated Lead firms New and highekalue markets
Supermarkets Low prices for good quality
Multinationals Market monopolies

Source:Calvin Miller and Linda Jones,2010

2.2.6.1.Producer- driven Model:Producer associations become the driver for valuainc

development, providing technical assistance, manrggeinputs and linkages to finance.
Producer-driven models are driven from the bottamd ef the chain. They can be
successful but face two major difficulties. Firgtroducers may not understandthe
market needs as well as those in the chain whalaser to the end user. Secondly,
producers often struggle for financing unless thag find strong partners and/or can
get assistance for financing and fore-linking tbatde and competitive markets and

partners.

2.2.6.2.Buyer- driven Model:Contract farming is the most common buyer-drivelu@ahain

model, where a large processor, exporter or retpii@vides buyer credit. The contract
(formal or informal farming agreement) may involadvancing inputs, funds and/or
technical support, or it might be limited to protsales conditions, such as prices,
guantities and delivery dates (Winn et al., 200@@ntract farming often involves
stricter terms that specify the type of productiguality, quantity and timing of

agricultural product delivery.
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2.2.6.3.Facilitator-driven Model:Government agencies and development organizatidthsaw
social mission provide external support to fadiitthe financing and integration of small
famers and agro-enterprises into commercial vahans and make markets work for

the poor.

2.2.6.4.Integrated Business Moddhtegrated value chain model is not only connentslpcers
to others in the chain — input suppliers, interragds,processors, retailers and service
providers including finance, but it integratesmaofythese through ownership and/or
formal contractual relationships. Integrated maodeblves vertical integration within the
value chain. Integration is normally sought by @é¢aretailer or wholesaler/importer that
is focused on consumer demand, and wishes to etistrenputs, production and post-

harvest handling will result in products that aesponsive to that demand.

2.2.7. Constraints of access to agricultural credit in theAVC

Modernizing agriculture requires large infusioncoédit to finance the use of purchased inputs
such as fertilizers, improved seeds, insecticiddgjtional labour and so on. In this regard, the
provision of agricultural credit can be a powerédonomic force for development if used to
inject appropriate capital for the purchase of @agdtural inputs that are not otherwise available
to farmers from their own financial, physical andbdur resources. To date, however,
institutional supply of agricultural credit remaimadequate; and this continues to impede the
transfer of technology and investment into agriodt(Olagunju and  Ajiboye, 2010).
Agriculture finance supply then remains constraibgdsarious factors. Miller(2008) identified

12 agricultural finance constraints under four hiegst

= Vulnerability Constraints (Systemic risk, Market risk, Credit / financiasks),

= Operational Constraints (Low investment returns, Low investment and assetls,
Low geographical dispersions),
= Capacity Constraints (Infrastructural capacity, Technical capacity araining, Social
exclusion, Institutional competency) and
= Political and Regulatory Constraints(Political and social interference, and Regulatory
framework).
Aderaw Gashayie and Dr Manjit Singh,(2015) sumneatiagricultural finance constraints and

related specific issues in the table2.4.

Table 2.4.: Agricultural finance constraits and rehted specific issues
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Constraints Issues
I.  Vulnerability constraints : v' Weather
1. Systemic risk v Plagues, diseases
Market risk v' Prices
Credit / financial risks v Production
v Useable collateral
v" Demand preferences
v' Health & family needs
II.  Operational constraints due to : v Low growth potential
4. Low investment returns v Low velocity of capital
Low investment and asset levels v" Non-competitive technologies
6. Low geographical dispersions v Lack of market integration
v" Lack or quality of roads and

communication

v Low efficiencies of business operations
v" High operating costs
[ll. Capacity constraints including : v Lack of business investment
7. Infrastructural capacity v" Lack of competitive technologies
8. Technical capacity and training v" Lack of roads
9. Social exclusion v Lack of communication
10. Institutional competency v" Lack of education
v Lack of technical and management skillg
v Lack of institutional capacity
v' Lack of social representation (ciy
society)
IV. Political and regulatoryconstraints : v Political interference
11. Political and social interference v" NGO “donation” interference
12. Regulatory framework v Cultural and gender constraints
v Land tenure laws
v" Financial regulations
v' Tax policy

Source:Aderaw Gashayie and Dr Manijit Singh, 2015
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2.2.8. Influence of Agricultural value chain financing on sustainable rural
livelihoods

Agriculture plays a critical role in the economadspoor countries, it is also a major employer
of rural labor in developing countries, often piing wage income to those who do not have
any land or enough of their own to cultivate (IFAID®). As a livelihood, agriculture is a source
of livelihoods for an estimated 86 per-cent of rysaople. It provides jobs for 1.3 billion
smallholders and landless workers, “farm-financeciad welfare”when there are urban shocks,
and a foundation for viable rural communities. @& developing world’s 5.5 billion people, 3
billion live in rural areas, nearly half of humanitOf these rural inhabitants an estimated 2.5
billion are in households involved in agricultussd 1.5 billion are in smallholder households
(World Bank, Agriculture for Development,World désement report 2008).

Therefore, the World Bank (1996) opined that crasiitecessary for small-scale farmers to
increase theiragricultural productivity and farncome. Modernizing agriculture requires large
infusion of credit to finance the use of purchasgults such as fertilizers, improved seeds,

insecticides, additional labour and so on.

In this regard, the provision of agricultural ctetfirough the Agriculture Value Chain can be a
powerful economic force development for rural hdudds engaged in farming related

activities, if is used to inject appropriate cabfta the purchase of agricultural inputs that are
available to farmers from their own financial, erdaand pay labor for field operations, acquire
equipment and establish basic infrastructures dovdst and post-harvest handling activities for
the purpose of capturing reliable products marBgtshelping them to create agricultural

investment that is a major catalyst for job craatimcrease productivity by producing higher-
guality market demanded products and capture thi&etsa rural producers obtain fair returns
andimprove rural incomes and employment and aeetalimprove their livelihoods.

2.2.8.1. Concept of Sustainable Rural Livelihoods

Chambers and Conway (1992), the IDS (Institute efdlopment Studies) team’s definition for
livelihood is: “A livelihood comprises the capabilities, assetsr{cluding both material and
social resources) and activities required for a mews of living”. Which literally
means‘Livelihood” is the means, activities, entiitknts and assets by which people make a

living”.
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To develop the livelihood of a particular regioalldwing factors or elements should be looked
into:Poverty reduction; Creation of working dayseMbeing and capabilities (Chambers 1995;
Sen 1984; Chambers 1989), Livelihood adaptatiomerability and resilience (Davies 1996),
Natural resource base sustainability (Conway 18##jng1993).

Ellis (1998) defines'livelihood diversification” as ‘the process by which rural families
construct a diverse portfolio of activities and iabsupport capabilities in their struggle for
survival and in order to improve their standardsliahg. Agriculture provides a source of

vitality and social welfare in rural communitiesatltan mitigate urban shocks.

In respect of above insights, as the majority e&lrpopulation are living mainly by agriculture
activities, for the agriculture to work better antgprove the livelihoods of the rural small scale
farmers, financial services need to work bettengland within Agriculture Value Chains in
helping the farmer to enhance productivity and ptas standards of living by breaking vicious

cycle of poverty.

Therefore, rural economiesfor developing countreguireadequate AVCF approaches with
wide range of diversified financial services andducts to make small scale producers capable
to meet their short and long-term financial neettn@ the chain and be able to raise
productivity, produce high quality products to mtet markets demands, earn more incomes for

their sustainable livelihoods.

2.3. RICE SUB - SECTOR DEVELOPMENT IN RWANDA

2.3.1. Summary background of the introduction of rce commodity in Rwanda

Rice was introduced in Rwanda in 1950s throughouarimissions from China and Korea. After
the initial success of growing rice in the valleysar Kigali and in the Southern province, a
number of varieties became popular in 1960s. Theaseties collectively referred to as Kigoli,
are of short and bold type. In Bugarama, governnmgraduced rice varieties from India such as
Basmati 370 in 1980s. In 2001-02, the national cadfiral research institution, Institut des
Sciences Agronomiques du Rwanda (ISAR), in collabon with West Africa Rice
Development Association (WARDA) evaluated a tothP80 rice accessions in farmers’ field
through a participatory approach in 4 marshlan@sréarmers selected 24 rice varieties based
on tillering ability, early maturity, erect flagdé panicle length, big and heavy panicles, long

and slender grains, awning, general disease ocm@&rend grain yield. These varieties were
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subsequently introduced for cultivation in differemarshland areas in the country in 2002. The
new varieties are of long and slender type and rgdigeyield higher than Kigoli varieties.
However, the varieties are not as widely adaptedthes Kigoli varieties in Rwanda
(KATHIRESAN Arumugam,2010).

Currently, rice commaodity is among the priority tborop value chains to be developed under
MINAGRI CIP Programme: Bananas, wheat, maize, niggh potatoes, cassava, soya beans,
beans (MINAGRI website, PSTA II, 2009 &PSTA lIl, 28).

2.3.2.Rice Farming Systems

Although rice is not a traditional crop, it has egesl as the most suitable crop for
marshlandsand inland valleys in the recent yeagsel@l reasons justify this recent shift in
cultivation. Soil erosion in the hills and the adated slopes due to intensive cultivation of
traditional crops such as banana, cassava, bedngasato has diminished the sustainability of
farming in the uplands. Rice is the only crop ttmaitves well and produces better yield than any
other traditional crops especially during rainyssea The recently introduced varieties can yield
up to 7t/Ha. Thus, rice provides a viable alternfate millions of resource-poor rural farm
families in Rwanda(KATHIRESAN Arumugam,2010).

2.3.3. Marshland Development

Due to the mountainous nature of Rwandan geograpteyjs grown mostly in swampy inland
valleys that are referred to as marshlands. Theadpn marshlands is more heterogeneous and
constantly changing. This is due to the variousreleg) of erosion of soil from the associated
hills into the marshlands. Under marshlands, sogrown in puddled soil in two seasons a year.
During the wet season (January through June),dtheassconstantly moist due to rains and the
occasional flooding. In 2009, rice was grown in@t2,000 Ha of marshlands. Although water
is increasingly becoming a constraint during thesirason, some marshlands in the country are

comparable to the favourable lowland rain fed esmnent(KATHIRESAN Arumugam,2010).

2.3.4. Chain actors

The commodity chain for domestic rice starts witle tice farmers who produce the paddy.
Farmers are responsible for drying, cleaning anckgging the paddy produced from their

individual farms.
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After winnowing and packaging, the farmers bringittpaddy to their respectivaoperatives

in which he/she holds a membership. Some, but lhataperatives have shareholdings (40%)
in the rice mill located near their production aelt is a norm in new rice mills (Kirehe Rice
Company Ltd in Kirehe District, for example) thag¢me constructed and sold to private sector by
the government under ‘build and transfer’ model.slich cases, the cooperatives have the
obligation to negotiate thetrading of paddy witkithpartly owned mills. In some other cases,
paddy from one or more cooperatives is collectivaid by theunion of cooperatives Either

the cooperatives or the unionscollectively sell thes paddy produced from their respective

marshlands.

Hence only raw paddy is suppliedrioe millers. Almost all of the rice mills are modernized
and have capacities of processing >3.0 tons ofyghddlhe mills process the paddy into milled
rice through a series of de-stoning, de-husking polishing actions. Thus the millers add a
major value to the paddy grains.

Besides the locally produced rice, markets in Rvaaaldo source substantial amounts (48.2%)
of thedomestic consumption requirements from othee growing countries. Thusice
importers play a key role in the country’s rice commodityach Both imported rice and locally
processed rice are collected @igtributors. Through a business relationship with the millers
and/or exporters located in other rice producingntes, the distributors purchase, stock and
sell rice to prospectiverholesalersand/orretailers. Wholesalers generally buy a large quantity
of milled rice from distributors. It is through thihigh volume purchase, the wholesalers
distinguish themselves from retailers. Retailers tba other hand often purchase smaller
guantities and sell toustomersthrough a relatively larger for margin/profit boness channels
in a price competitive market(KATHIRESAN, Arumugag13).

2.3.5. Chain supporters
GoR has been proactively supporting the developna¢énbcal paddy throughtMINAGRI

CIPProgramme which involves expansion of land area under riedtivation in land
consolidation model in marshlands and raising pctdiy of rice crop by subsiding quality
seeds and fertilizers.Through CIP, MINAGRI addressarious issues along the rice value
chain. By bringing various chain actors, CIP faatks accessibility to markets (both input and
outputs)Rwanda Standards Board (RSB)plays an important role in implementing policies
related to rice processing industry. RSB is resjpdedor adherence of general standards of

premises, machineries,safety regulations for steiffi environment, hygiene, and labeling
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requirements of finished products(milled rice, riteur). RSB also play a supervisory role in

ensuring the quality (grades and purities) of inipdand locally processed rice.

MINICOM sets overall trading regulations for rice commpdih the country. While
MINICOM guides the stakeholders in reaching a cosae on farm gate prices; the prices for
milled rice (local and imported) are set by the kearforces. MINICOM also coordinates the
alignment of national policies on rice markets wHAC’s regional policies in order to
mainstream the macroeconomic interests of the cpuiit oversees the implementation of
government policies on in rice trade encompassimgorts, exports and local markets
(KATHIRESAN Arumugam, 2013).

2.3.6. Case study: COOPRIKI- CYUNUZI

“COOPRIKI-CYUNUZI” in abbreviation is calledCoopérative des Riziculteurs de Kibaya-

Cyunuzi”, a cooperative of rice growers located in theelig District of the Eastern Province of
Rwanda. COOPRIKI-CYUNUZI counts 2,856 members orgaahinto small groups of farmers
who grow rice in the marshisnds of Kibaya and Cwinin Gatore sector, Kirehe District

crossed by the Kigali - Rusumo road, in Gatoreweuit Kirehe district.

COOPRIKI-CYUNUZI collects the paddy produced by ttwoperative’s members and sells it

to Kirehe Rice Milling Plant and to other markets.

COOPRIKI-CYUNUZI works in Value Chain Model. Thaia$ motivated the researcher to
choose the cooperative to serve as a case stutlisaesearch work which seeks to illustrate the
impact of the Agriculture Value Chain Financing Apach on small farmers ‘livelihoods.

Further details on the cooperative will be presgimeChapters Three and Four.

2.4. AVCF KNOWLEDGE GAP ANALYSIS

Chapter Two introduces theAgriculture Value Chain Finance” approach in terms of its
theoretical background. In this Chapter, differanthors such as: Calvin Miller(2012), Calvin
Miller and Linda Jones(2010), Da Silva(2007), BMorley, Mark Lundy and James
MacGregor(2008), Aderaw Gashayie and Dr Manijit 8{@§15), all of them presented the
AVCF as an approach to finance by identifying AVE€Rhancing needs, the financing gaps and
corresponding AVCF’s financial instruments and hass models, the constraints to access
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finance, who can support actors to access finame,can provide the financing, and what are

the ways to improve access to financial services, e

In this Chapter Two also, many other authors sush Ghambers and Conway (1989,
1992,1995), Sen (1984); Davies (1996), Conway (L986lling (1993), Ellis (1998) as well as
the World Bank, all provided insights on the corisepf “Sustainable Rural Livelihoods” and

“Livelihood Diversification”.

In addition to that, to explore more theliteratvegiew, the researcher conducted a desk review
of main existing documentation on agriculture pekcas well on the Rwanda rice sub-sector,
such as: MINAGRI website’'s documents and policiBSTA 11(2009) & PSTA 111(2013),
“‘Rwanda Rice Report, Enabling Self Sufficiency admpetitiveness of Rwanda Rice” and
“Rwanda’s Rice Commodity Chain”, KATHIRESAN Arumuga2010, 2013).

However, the researcher has never found any egiséisearch or documentation telling about
how existing financial facilities in Rwanda havepacted the livelihoods of smallholder farmers
and what challenges that smallholder farmers acewertering in credit acquisition, especially in
Rwanda rice sub-sector. That is the main knowlegigein the literature review explored in this
AVCF research.

To fill this knowledgegap through COOPRIKI-CYUNUZase study, the researcher will
attempt to identify:(i) financial facilities thatakie been provided to the cooperative’s members
during chain activities on a certain period of stu@) what constraints that farmers are facing
in accessing loans from Fls, and (iii) how the ficiag received have impacted the livelihoods
of rice growers working together in COOPRIKI-CYUNUZ

2.5. CONCLUSION

The literature review on AVCF in Chapter Two cowkmain concepts on “AVCF”, “Rural
Livelihoods” and “Rwanda Rice sub-sector”. This otes will serve as reference for developing
the remaining chapters Three, Four and Five of théearch in order to provide a practical
application of the AVCF to the case study: COOPRIMUNUZI Rice cooperative, as well as
for filling the knowledge gap analysis of the masnbjects of this study: “AVCF” and

“Sustainable Rural Livelihoods”.
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CHAPTER THREE: RESEARCH METHODOLOGY
3.1. INTRODUCTION

Chapter Three discusses mainly on: (i)the studg,aeurce of data, methods, techniques and
tools, of the “Research Methodology" that were usedlata collection, (ii) targeted population,
sample and samplingtechnique used,(iiiltechniqguessedu for data analysis

andresults’interpretation and presentation.

The study mainly focuses on Rwanda rice value climancing with the typical case of
COOPRIKI-CYUNUZIcooperative which is a cooperatieé rice growers based in Kirehe

District of the Eastern Province of Rwanda.

3.2. RESEARCH DESIGN

3.2.1.Study Area
This study was carried out in COOPRIKI-CYUNUZTbopérative des Riziculteurs de

Kibaya- Cyunuzi’located in Kirehe District of the Eastern ProvirafeRwanda.

Cooperative’s members are growing rice paddy innlaeshlands of Kibaya and Cyunuzi that
cover about 618 hectares in two districts of Ng@md Kirehe of the Rwanda Eastern province.
Members are organized in 16zones, namely: RwaldyRwiabutazi 2, Sagatarel, Sagatare 2,
Kabirizil, Kabirizi2, Rukizil, Rukizi2, Rukizi3, Namugalil, Nyamugali 2, Nyagateme,
Cyunuzil, Cyunuzi2, Nyaruvumul and Nyaruvumu 2.elach zone, farmers are further

organized in groups depending on the size of thezo

3.2.2. Sources of data

As far as this study was concerned, the reseaicted both primary and secondary data.
Primary data was gathered by collecting data tHroggestionnaires distributed to key
informants: COOPRIKI-CYUNUZI Management Team, |ldadmers, selected farmers, staff of

supporting agencies and banks ‘officials, both Hasen working closely with the cooperative.

With regard to secondary data collection, the netem conducted a desk review of existing
documentation and literature on Rwanda Rice Vahein; such Rwanda Rice Policy Report,
Rwanda Rice Commodity Chain Report, Rwanda Rura Agriculture Financial Service
Strategy, PSTA II&lll, USADF Technical and MarketnAlysis Reports on COOPRIKI-
CYUNUZI, etc, to complement the primary data. Theskdreview through agriculture policies
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and strategic documents were undertaken first to gavide understanding of the Agriculture

sector development, and most specifically, on ittee sub-sector development in Rwanda.

3.2.3. Research methods used

Two research methods: “descriptive qualitative” &cmirelational analysis” methods have been
combined in this research study: Edvantia SBR Rdiin Technical Assistance Programs and
Services form (2007) and Carter McNamara OvervidwMethods to Collect Information
handout (1998) provided definitions of these redeanethods:

= Descriptive qualitative method describes thingshey are. It is a detailed description of
specific situation(s) using interviews, observasiodocument review. This method was
used by collecting secondary data and conductidgcament review of existing reports,
books, policies, on agriculture financing in Rwaraatel Rwanda Rice-sub sector to know
the status of level and types of financing receive@OOPRIKI-CYUNUZI.

= Correlational analysis method is a quantitativelymnms of the strength of relationships
between two or more variables. This method was byecbllecting primary data through
a guestionnaire that was distributed to selectspamdents. A “correlational analysis”
between dependent and independent variables was dsimg the SPSS (Statistical
Package for the Social Sciences) software to utateighe relationship between AVCF in
COOPRIKI-CYUNUZI and livelihoods of the cooperativemembers (rice growers).
Correlation quantifies the extent to which two qitative variables, Xand Y *“go
together.” When high values of X are associatech viigh values of Y, a positive
correlation exists. When high values of X are aisded with low values of Y, a negative
correlation exists(http://www.sjsu.edu/faculty/deran/StatPrimer).

3.2.4.Data collection techniques used

In this study, both primary and secondary data wsed in order to complement each other.
The quantitative primary information was collectdttough questionnaires distributed to
COOPRIKI-CYUNUZI Management Team, lead farmers andperative’s selected members

and other support agencies ‘staff.

Questionnaires are a good way to obtain informafiom a large number of people and/or

people who may not have the time to attend anvi@er or take part in experiments. They
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enable people to take their time, think about itl @mome back to the questionnaire later.
Participants can state their views or feelings gialy without worrying about the possible
reaction of the researcher. Questionnaires typicalay contain multiple choice questions,

attitude scales, closed questions and open-endesdigus.

The researcher developed a structured questionwahrenixt open and closed questions, and it
was administered to different respondents befoch eseeting with respondents.

Meetings with respondents for data collection werganized at COOPRIKI-CYUNUZI head
office in Gatore sector for the Management Tearad l[&armers and selected cooperative’s
members selected were meet respectively at three sitas, namely at Cyunuzi, Nyaruvumu
and Rukizi. The people from Fls working with theoperative, as well as form MINAGRI's

agencies (KWAMP) and USADF-Rwanda were meet at tiespective work places.

Before the beginning of each meeting conducted wadpondents, they were informed about
the research’s purpose, the questionnaire andeckelatiestions were shown and explained.
Respondents were also informed that they were alliow not answer a question for which they
do not feel comfortable to answer. High confiddittiawas guaranteed, particularly for
information that may directly lead to the identfion of a respondent to be revealed to the
public.

3.3. POPULATION AND SAMPLE SELECTION

Donald Ary, Lucy Cheser Jacobs, and Asghar Razél®st2) defined the “Population”and

“Sampling” in these terms:

= “A population consists of all the subjects you wemstudy. A population comprises all
the possible cases (persons, objects, events}dhatitute a known whole”.

= “Sampling is the process of selecting a group tfextts for a study in such a way that
the individuals represent the larger group from alhithey were selected. This
representative portion of a population is calleshmple”.

In light of the above definitions, a sample is aoynber of things, people or events less than the

total population which is selected for inclusionthe study. The results obtained from this
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sample are considered to be the same as thosexdhét have been obtained if the case study

had been administered to the total population.

3.3.1. Targeted population and Sample size

Under this study, the targeted population was tB&& small holder farmers growing the rice
paddy in Kibaya and Cyunuzi marshlands, and memloér€€OOPRIKI-CYUNUZI rice

cooperative based in Gatore sector, Kirehe distfithe Eastern Province of Rwanda.

The sample size was 50 selected respondents framptbpulation of 2.856 rice growers
comprised of COOPRIKI-CYUNUZI,Management Team, lefmmers and other selected
ccooperative’s members. Inaddition to them, theassher met other 5 selected people from FIs
and other staff working forCOOPRIKI's supportingeagies (BPR,URWEGO OPPORTUNITY
BANK, SACCO GATORE, and KWAMP) who have been woxkiclosely with the cooperative
on access to finance related matters. The totalbeurof selected people to respond to the

guestionnaire was 55 respondents.

3.3.2. Sampling technique used

The “Convenience Sampling’method has been in thidys “Convenience Sampling” is is a
type of non-probability sampling technique use ®est cases based on their convenient
availability for the study.The researcher used tb@nmpling technique because she was

constrained by time, money, temporal and spatgtidution of the mother population.

3.4. DATA ANALYSIS

3.4.1. Data analysisand presentation process

After conducting the questionnaire distributionaljiative data(answers) collected were first
coded and then categorized around pre-defined ‘@sémeveloped around the main research’s

guestions.

Coding is the process of organizing and sortingryaata.lt involves grouping questionnaires’
responses into categories that bring together ithdas ideas, concepts, or themes that have
been discovered. By coding answers and grouping tineder different topics and headlines, a
possible relationship can be indicated, the outcoo@a be easier evaluated and analyzed and
conclusion can be drawn by comparing the resultisaut losing the overview.Codes serve as a

way to label, compile and organize your data. Taleg allow you to summarize and synthetize
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what is happening in your data. In linking datalexiion and interpreting the data, coding

becomes the basis for developing the analysis.

Once data were classified under different categpaghematic analysis was done. According to
Braun and Clarke (2006), a thematic analysis isi@itgtive analytic method for ‘identifying,

analyzing and reporting patterns (themes) withita.dih minimally organizes and describes your
data set in rich detail. However, frequently it gderther than this, and interprets various

aspects of the research topic.

Braun and Clarke (2006) also says that a themeupsomething important about the data in
relation to the research question and represem devel of patterned response or meaning
within the data set. To conduct a thematic analysthis study, stages suggested by Braun and
Clarke (2006) were followed. The first concern waget familiar with the data; secondly initial
codes were generated, thirdly searching for thefioesthly reviewing themes, fifthly defining

and naming themes and lastly producing part ofépert on qualitative data analysis.

Firstly, main characteristics of respondents (gendkiss of age, educational level, maritial
status,..)were defined and presented.Then, a tadhamnalysis was conducted and focused on

thematic factors’ answers provided by respondehistwresponds the main research questions:

= Are the existing alternative financial mechanisnsk mitigation products and economic
models for Value chain Finance approach work effitly to raise the productivity and
income growth for smallholder farmers?

=  Which constraints are limiting smallholder farmewstcessing finance in Agricultural
Value Chain model,and what can be done by stakel®ldo overcome those
constraints?

= How AVCF can impact the livelihoods of smallhofdemers and what should be the
roles of different stakeholders in promoting thigoepach?

Then, the technical analysis of the main thematsponses enabled the researcher interpreting
the results for each thematic topic and drawingclu@ions in relation to the research questions.
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3.5. CONCLUSION

This chapter described the research methodologg aemprised of research area, source of
data,research methods and techniques used focaoliation, the population and sample, data
analysis and interpretation.

The researcher used bothdescriptive qualitative aondelational analysis methods; a
guestionnaire was administered by the researchselfi¢o collect the data from a convenient
sample of 50 respondents. The questionnaire hdd ddlosed and open-ended questions. The
sample characteristics included rice growers whoewdlling to participate in data collection

process.

Permission was obtained from COOPRIKI-CYUNUZI Maeagnt Team. Consent was
obtained from the respondents themselves. Anonyrsdif-determination and confidentiality
were ensured during administration of the quesages and report writing. Questionnaires

were distributed to the respondents to ensureitalid

Chapter Four will in deep details, analyze,presiata collected and interprete the results.
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CHAPTER FOUR: RESEARCH FINDINGS

4.1. INTRODUCTION

The purpose of this chapter is to presentand aealglata collected from different
documentations and questionnaires distributedlextes respondents, as well as to interpret the

results of the study.

The researcher reviewed different documentationslymed on Rice Value Chain in Rwanda,
specifically on COPRIKI-CYUNUZI cooperative, such,Rwanda Rice Policy Report, Rwanda
Rice Commaodity Report, support documents from stakkers which supported COOPRIKI-
CYUNUZI, such,the Technical and Market Analysis Begproduced by USADF Rwanda on
COOPRIKI-CYUNUZI, the cooperative’s financial andtiaity reports, reports from KWAMP
and RSSP, the two agriculture development projeated in MINAGRI which provided both
technical and financial support to the cooperatte,

In addition, the researcherused a questionnaireoltect data information from selected
cooperative’s members. She also met technical staff RSSP and KWAMP, USADF’s staff,
officials fromBanque Populaire, Urwego OpportunBgnk and SACCO Gatore. All of them
have been identified as key people whoprovidederbfit forms of support (financial or
technical) toCOPRIKI-CYUNUZI.

Primary and secondary data have been analyzed @dfication and Thematic Analysis
approaches to explain qualitatively changes thaipéaed in the livelihoods ofcooperative

‘membersas recorded over the study period.

This chapter presents the profile of COPRIKI-CYUNUANd its major supporting
organizations. Then, it will present the organizatof data collected, data analysis and results

interpretation.

Finally, findings of this research will lead to thesearcher’s own recommendations to different

stakeholders involved in Agriculture Value Chairvelepment.
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4.2.PROFILE OF COPRIKI-CYUNUZI

4.2.1.Location, Creation and mission
The Cooperative of rice growers, COOPRIKI-CYUNUZI ” in abbreviation called

“Coopérativedes Riziculteurs de Kibaya-Cyunuzi’is located in Cyunuzi village, Gatore
sector, Kirehe District, Eastern Province of RwandBhe cooperative is made up by 2.856
members (1765males and 1091 females), members @agaged in ricefarming and
commercialisation activities. Currently, COOPRIK¥ONUZI operates in the marshlands of
Kibaya and Cyunzi that cover about 618 hectaretvim districts, Ngoma and Kirehe of the
Eastern province of Rwanda. Members are organized 16 zones, namely:
Rwabutazil,Rwabutazi2, Sagatarel, Sagatare 2, iKidbirKabirizi2, Rukizil, Rukizi2,
Rukizi3,Nyamugalil, Nyamugali 2, Nyagateme, CyufyziCyunuzi2, Nyaruvumul and
Nyaruvumu 2.In each, zone farmers are further arganin small groups depending on the size
of the zone.

The cooperative started its activities in 2009 at its official registration later in 2006 and yhe
received a new certificate in 2009 in order to ctymyth the new cooperatives law.

The purpose of COOPRIKI-CYUNUZI is to promote thaterest of the rice farmers by
mobilizing them to join efforts in finding solutisnto challenges of poverty and middle men
buyers who buy their paddy at a low price. The evafive has to ensure that the entire paddy
produced in the area is channeled through the catpe for better prices. The cooperative
facilitates also acquisition of other services tedato production and marketing that are
available at COOPRIKI-CYUNUZI. In summary, the ceogtive provides the following
services to its members:
= Organize and facilitate finance to farmers durisugd preparation
= Supervise water distribution among farmers’ plotprioper irrigation
= Purchase and distribute recommended seeds arddéestifrom the recognized government
inputs, as well as organize loan payback at hatirast
= Fetch paddy brought by farmers at collection centerd ensure its transportation to the
main collection center
= Organize marketing of the paddy collected from meralto different markets and bargain
prices on behalf of famers
= Safeguard the interests of rice farmers in Kibayé @yunuzi marshlands through advocacy
and other negotiations regarding marshlands, veigénibution and other challenges

= Represent famers in different forums regarding féacening business
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(primary and secondary data)

4.2.2. COOPRIKI-CYUNUZI Governing Structure

The governance structure of COOPRIKI - CYUNUZI gallnder the Rwanda laws governing
cooperatives in Rwanda. The governance structumngate up of the General Assembly, Board

of Directors, Executive Committee, and Supervisbuglit Committee:

a. The General Assembly:General Assembly is made up of all Cooperative besand
is the supreme governing organ of the cooperatasponsible for setting policies and
regulations that govern the Cooperative. The Génksaembly elects the Board of
Directors composed of 9 members. The Board is resble for ensuring that the
decisions and policies of the General assemblyirmpemented. Other Governance
organs of the Cooperative are the Executive Coremigind the Supervisory Committee

as explains below:

b. The Board of Directors: The Board of Directors is made up of 9 membersteteby
the General Assembly. The Board is responsibleefmuring that policies, regulations
and guidelines for the General Assembly are prgperplemented. Also the Board has
the responsibility to oversee all the managemesuteis of the cooperative. The Board is

elected to serve for an initial term of 3 yearsahhis renewable only once.

c. The Executive Committee:The executive committee is elected by the Boautl iais
elected among the Board members. Executive Conenigtenade up of 3 people, the
President, Vice President, and Secretary. The Ctmemnioversees day to day
implementation, supervises the Management staffliarsgs with other actors on behalf
of the cooperative.

d. The Supervisory /Audit Committee: This committee is made up of 3 persons elected
directly by the GA to serve for an initial term ®fyears which is renewable only once.
At least 2 members of the committee must be reptaBee from the ordinary
Cooperative members. The work of the Supervisoryn@dtee is to supervise the
general running of the cooperative. The committise aarries out audits and makes

reports for the GA. The cooperative arranges irhsaiovay that the mandate of the
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Supervisory Committee cannot expire at the same tam that of the Executive

Committee.(primary data, COOPRIKI Management)

4.2.3.Process of paddy production, Harvest, Post-Harvesta marketing in
COOPRIKI-CYUNUZI

Initially the farmers grew paddy of Youn Youn vayi@n a small scale of about 150 hectares.
In 2005, the number of hectares were increaseds@® uhder the support of RSSP1 with a
productivity of 6 MT/ha. In 2010, the area undedgha production increased to the current 618
hectares with a productivity of 6,5 MT/ha for Yo¥ioun variety. The cooperative has recently
introduced the Watt 320 variety on a small scalé®hectares. It is planned that, by 2015 Watt
variety will have completely replaced the Youn Yaume. Watt 320 is highly demanded in the
market due to its aroma and fetches better pricas Youn Youn ((USADF- Rwanda 2012,
CYUNUZI Technical and Market Analysis Report).

The following activities are carried out by coopsms members during paddy production
process, with the guidance and facilitation of C&IH? Management(primary data, COOPRIKI
Management):

4.2.3.1.Paddy Production Process
i. Nursery establishment and maintenanc&he seeds are facilitated to germinate quickly

before transplanting into the field; this is acl@é\by application of urea fertilizer.

ii. Field operations:

v' First plowing: Immediately after harvesting paddy of the previeaason, the soil is
broken down as the soil previously had been dredllow the rice grains to mature

fast for harvesting.

v' Second PlowingAfter 1 week, second plowing (harrowing) followsnrhediately
after harrowing, water canals are opened to allow ot of water.

v" Puddling:This is thoroughly mixing the soil with water, magi a homogeneous

mixture of soil and water.
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v' Addition of NPK fertilizer: The cooperative’s members use the recommendedfrate
200kg/hectare of NPK (17:17:17). Before the NPKdsled, the soil is dried for just
one day in order to prevent fertilizer leaching.eTiollowing day after fertilizer
addition, planting the seedlings into the fieldiae.

v lrrigation : Three days after planting, the water canals aened into the planted
field and water stays for three days after whiagh¢hnals are closed to drain of water
for three days. This alternation of irrigation adging of the field continues for a

period of 15 days after planting.

v' Weeding: First weeding is done 15 days after planting. Tisisthe time when
50kg/hectare of Urea fertilizer is added. After du@o 15 days, the second weeding is
done and again 50kg/hectare of urea is added;preaotes rapid growth and high
yield. The third weeding is done after 20 days anthis period the amount of water

Is increased in order to completely flood the figtds will promote good growth.

v' Disease and pest controlThe cooperative members were trained in IntegrBiest
Management (IPM). They do not use chemicals. ldstdeey use crop hygiene by
weeding at the right ; it time reduces the incidet pests like Diopsisthoracica.
Sterilizing the seed when preparing the seedlimgshe nursery reduces also the
incidences of seed borne fungal and bacterial deseauch as Pyriculeriaoryezae.
However, the cooperative stocks some chemicalgidides and insecticides) that are
used at a minimum, especially in case the attacklemce justifies the use of
chemicals. The chemicals that are normally useddarethoate (insecticide) and

benomil / Benlate (fungicide).

Bird Guarding: 140 days after planting, rice fields are suscéptib bird’s damage because
the rice developing seeds are still soft full ofkyifood reserves. Therefore, the birds are
guarded for at least 45 days. However, as the dssatsme harder and drier, the risk of the
bird damage is reduced. The most vulnerable timdhe bird damage is between 6.00am.
and 10.00am and again between 3.00pm and 6.00pr@ORPRIKI —CYUNUZI, women
and men alternate to guard the birds, especialingworking days of the week as most of
their children are at school.Alternatively, the ¢are temporely guards.
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4.2.3.2.Harvest and Post-Harvest Handling activitie

(i) Harvesting:In COOPRIKI-CYUNUZI, it takes 6 months after plamgito harvesting time.
Harvesting is done by cutting the plants usingcllsi

(i) Threshing: Threshing is done manually by hitting the rice ips on an object. Some

cooperative’s members use threshing machines.

(iif) Post-Harvest handling: After threshing, the paddy is dried on 20 dryingdgathat are
scattered in some of thel6 zones in which the catipe operates. COOPRIKI-CYUNUZI
lacks enough drying facilities. The20 drying yaails not enough considering the total area
of 618 hectares of marshlands under paddy pramhyct@nd these drying yards are
unevenly distributed, Few cooperative members ageulins for drying their paddy, thus
many have a big problem in drying their paddy. Wikie loan provided by Banque
Populaire du Rwanda, Ltd and a grant provided by AW¥® Project, COOPRIKI-
CYUNUZI will be able to establishin total (3)newyitrg yards and (3) new warehouses at
the cooperative’s sites.The paddy is then packagedags of 100kgs.

(iv) Collection process :Each zone in COOPRIKI-CYUNUZI has four collectioenters
where individual members will deliver his/her paddyere is a storage facility at each
collection center in which paddy will be receivetidemporality stored before it is taken to
the main store at the cooperative premises. Atctilection centers,the paddy collected
from members is tasted for dryness, weighted arid wnll be recorded on the member’s
card after all deductions for the services rendstegh as fertilizer cost and contribution for
land maintenance. Then, the cooperative withdrawdd and the cooperative’s accountant
pays farmers on delivery of their paddy at the emtibn centers. The cooperativeis in
charge of transporting the paddy from various ctib® centers to the main coop
warehouse where traders come and collect the padahe collection centers are located at

long distances more than 25km away from the mdieaten/selling center.

4.2.3.3.Paddy marketing and selling
COOPRIKI-CYUNUZI is involved inpaddy value additido increase its sales through selling

milled rice at profit. The cooperative buys and edit the paddy from its members, 100%
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upfront at collection sites. Then, the paddy is\¢ported it to the nearby run factory(Kirehe
Rice Milling Company) where the cooperative pays tbe paddy milling. Finally, the
cooperative collects the milled rice back from faetory and sells it to traders who come and
buy rice from the COOPRIKI-CYUNUZI's main warehouseGatore sector and take it to their
respective markets. COOPRIKI-CYUNUZIsuppliesotherffedent marketssuch schools,

hospitals, hotels, etc, on bidding process.

4.3.COOPRIKI' S MAJOR SUPPORTING ORGANIZATIONS IN LAST FIVE
YEARS

4.3.1. Rural Sector Support Project (RSSP)
The Rural Sector Support Program (RSSP) is withen Ministry of Agriculture and Animal

Resources (MINAGRI). Its objective is to ensureuwsd poverty in rural areas through
increased agricultural production and incomes. fdiogect is funded by the World Bank through
a three-phase adaptable program loan (APL) to h@emmented in 15 years. The first phase
(RSSP1) became effective in 2001(2001-2007), wttile second phase (RSSP2) became
effective in 2008(2008-2012). The third phase(R®&P stillongoing (2013-2018)

(Www.minagri.gov.rw).

RSSP focuses on two(2) main interventions which are

(i) Marshlands and Hillsides development/rehabilitationThe project rehabilitates marshland
to enable farmers in subsistence farming of lowe@alrops in these marshes start growing
high value crops throughout the year. This is tgtogonstruction of dams and irrigation

canals that facilitates irrigation in the dry seaaad floods control in the rain season.

(i) Strengthening Commodity Chains:The project supports farmers’ organization allrahe
country to ensure that there are professional Qatiges in agriculture. Intensive capacity
program for farmer groups in production, postharvasarketing and value addition that

were carried out by the project have had good t&sul

During its second phase, from 2008 to 2010, RS$koided a financial support in form of a
grant worth 131,922,940 Frw to COOPRIKI-CYUNUZI thavas intended to help the
cooperative the construction of 12 drying yards andwarehouse facility(USADF- Rwanda
2012, COOPRIKI-CYUNUZI's Technical and Market Analy Report).
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4.3.2. Kirehe Community Based Watershed Managemeifroject (KWAMP)

The Kirehe Community-based Watershed Managemened@r(KWAMP) operates in Kirehe
District since 2009, is an agricultural investmenoject implemented by MINAGRI and co-
financed by IFAD and the Government of Rwandaeltdme effective on 30th April 2009, and
is due for completion in June 2016. Its overalleative is the development of sustainable
profitable small-scale commercial agriculture imdfie District (www.minagri.gov.rw).

KWAMP project has a Grant Programme calleffalue Chain Development Fund
(VCDF)” which supports Kirehe-based producers’ integratidno markets by facilitating the
establishment of infrastructures and acquisitioeafipment that help them to add value to their

commodities.

The purpose of the grant facility is to (i)promot@nmodity value-chain development in Kirehe
District by supporting producers’ integration imt@arkets, and(ii) increase volumes and value of
commodities in Kirehe District by facilitating trestablishment of inputs and outputs bulking
systems (for storages upgrade or constructionagéomanagement and operations, such as

drying, grading and processing practices).

Through a co-financing scheme (in 2016) with BanBopulaire which provided a loan worth
72.000.000 Frw to the cooperative, KWAMP also pded to COOPRIKI-CYUNUZI a
complementary grant support worth 100.000 USD (@ypratevely 75.000.000 Frw) underthe
Value Chain Development Grant Programme (VCDF).Tapose of this co-financed
investment project is to establish Post-Harvestastfuctures on three sites, of COOPRIKI-
CYUNUZI, namely: Cyunuzi, Nyaruvumu and Rukizi.Addh site, a mid-size warehouse and a
drying area will constructed, helping rice growénshandle the first harvest operations in a
proper way, before the paddy can be collected afdite different markets(KWAMP, primary

and secondary data).

4.3.3. United States Agriculture Development Founden (USADF) —-Rwanda

USADF’s current program in Rwanda was re-estabtishre 2006 after leaving during the
genocide. USADF's focus is to enabling farmer coapees and associations to expand
production and value-added processing and enldrgje memberships particularly in the tea,
rice, pineapple, potato and cassava sectors otudigne. USADF grants aim to increase
household incomes and food security for group memipeany of whom are widows and

orphans, people living with HIV/AIDS, returnees mpatriates, and the elderly. It works
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directly with these rural farmer organizationsrgprove agricultural production on limited land

resources and engage in processing activitiesng hrgher prices for their products.

With regard to COOPRIKI-CYUNUZI, USADF has commdta total working capital in form
of a grant worth 145,076,097 Frw for paddy purcha3ese funds are intended to help the
cooperative expanding production; USADF’s fundsl vok released in installments, as the
cooperative fulfills requirements(USAD Rwanda 20CRQYOPRIKI grant doc.).

4.3.4. Financial Institutions

A part from the different financial supports reaivirom agriculture development programmes,
COOPRIKI-CYUNUZI is working with Fls to partly fimece some needs arose along the value
chain. In the production process, Urwego OppornjuBank and SACCO Gatore advancemoney
to producers for inputs and fertilizers acquisitidimis is done through the cooperative, which
distributes the funds among members. At harvestctoperative deducts fees to each member
who sells the paddy to the cooperative. Then, theperative collects the loan repayment

amount in that way, and pays Urwego OpportunitykBamd the SACCO Gatore.

Despite the drying yards and a warehouse provigeB3BSP to the cooperative, COOPRIKI-
CYUNUZIstill lacks sufficient Post-Harvest faciks to serve the members during harvest
period. The cooperative covers a large area unaedypcultivation (618hectares). It is in that
regard that, COOPRIKI-CYUNUZI contracted an investinloan of 72.000.000 Frw with
Banque Populaire to establish Post-Harvest faasliit 3 main sites: Cyunuzi, Nyaruvumu and
Rukizi. At each site, the cooperative will constrane warehouse and one drying yard, in total 3
mid-size warehouses and 3 drying yards will bebdistaed to partly serve farmers in Post-
Harvest handling activities. The loan will be coempknted by the VCDF/KWAMP grant
support of 70.000.000 Frw and cooperative membens‘ibutions worth 132.352.208 Frw. The
total project cost is Frw 282.352.208 (KWAMP, primmand secondary data).

4.4. PRESENTATION, INTERPRETATION AND ANALYSIS OF D ATA

First, this section shall discuss the charactedasdif the respondents. Then, it shall discuss the
findings obtained from the instrument used in thedg a questionnaire. Data have been
collected and analyzed through a questionnaireldped around specific themes related to the
main research questions. The researcher providelgstaand graphs that summarize the

collective reactions of the respondents.
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4.4.1. General characteristics of respondents

The total selected respondents to the questionnaimdered to fifty (50) comprised of:

(50) cooperative’s members (including elected Ma&nagnt, lead farmers and regular
members)

(1) technical staff from KWAMP Project

(1) staff from USADF-Rwanda

(3) staff from FIs(one staff from Banque PopulaiteRwanda, one staff from UOB and
one from SACCO Gatore).

People selected outside the cooperative to resfmtite questionnaire are key-informants who
have been working closely with COOPRIKI-CYUNUZI, catherefore, they were expected to

provide reliable information on the cooperative.

Table 4.1.: Categories of respondents by institutio

Institution Number %
COOPRIKI-CYUNUZI 50 91
Fls 3 5
Dvt Agencies (USADF) 1 2
MINAGRI(KWAMP) 1 2
Total 55 100

Source: COOPRIKI - CYUNUZI Management, 2015

Respondents from COOPRIKI-CYUNUZIwere represen@i@bo. Other people who participed
in the data collection representing 9% were madthit®e(3)staff from FIs which provided loans
to COOPRIKI's farmersat different stages of theerpaddy production, and two(2) key-staff
from support agencies who worked with the coopesatin access to finance issues. They

providedtheir views on credit access matters.
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4.4.2.Socio-economicharacteristics of COOPRIKI's respondent:

The table below summarizgeneral characteristics the 50COOPRHB@lsecrespondents.

Table 4.2.:Socioeconomic haracteristics of COOPRIKI's selecte(respondents

Gender Number %
Male 19 38
Female 31 62
Total 50 100
Age class Number %
< 20 years 0 0
20-29 years 8 16
30-39 years 22 44
40-49 years 16 32
50 years and above 4 8
Total 50 100
Educational level Number %
No basic education 3 6
Primary level 41 82
Secondary level 6 12
University level 0 0
Total 50 100

Source: COOPRIKI-CYUNUaVanagement, 20:

4.4.2.1Gender of respondent
From the sampling difty (50)COOPRIKI-CYUNUZI's memebers,1B8 %) are male,
(68%) are female. Thimay illustrat thatfemales are most engaged in rice farmingthan n
in COOPRIKI-CYUNUZI.

Figure 4.1.: Gender of respondent

62%/

M Male

i Female

Source: COOPRIKI-CYUNUaVanagement, 20:
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4.4.2.2.Ageclass of respondent

Respondents have been classified in five(5) agesetaas seen in tTable4.2.provided above.
The majority of rice producers in COOPRI-CYUNUZIranges inthe age class of -39 years
(44%), followed by the age class of-49 years (32%). Tlage class of z-29 years (16%)
comes in third position, followed producers with 50 years and above (8%).Thereno
respondents in the sample size represented irgthelass o(< 20 years). The results show t
the average farming age oice producers in COOPRIKEYUNUZI may be 35 year:
Therefore, active rice producers in the cooperan&in the thirty years. Rice producers in-
forty years are also active in rice farmimore tharmpeople in the twenty years. Young pec
are absents, and aged producers are less repikseritee cooperativ Results show that the

most active working yea are ranging from 30 150 years.

Figure 4.2.Age class of responden

/-0%

8%
M < 20 years
M 20-29 years

4 30-39 years

M 40-49 years

50 years and above

Source: COOPRIKI-CYUNUAaanagement, 20:

4.4.2.3. Education level of respondent

The education level shows that n of respondents (82%) hawempleted the primary leve
while only (12%) have completed the secondary IRespondents who did not received
basic education represent6%), while espondents who have complethe university level in
COOPRIKILCYUNUZI represente (0%). This may be explained by the fact that, peopl®

have another permanent employmsuchteachers, medical staff, government officers are

allowed to be part of the cooperat
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Figure 4.3.: Educational level of respondents

0% 6%
|

H No education
B Primary level
Secondary level

B University level

Source: COOPRIKI-CYUNUaVanagement, 20:

4.4.3.Sources of creditor different activities conducted by rice grower:

4.4.3.1. Inputs acquisitionproces:

ENAS Company supplyeftilizers to COOPRIK-CYUNUZI, the funds needed for the inpi
acquisition are most provided by Urwego (ortunity Bank and SACCO GatoriRecently,
Banque Populairelu Rwandstarted to advance a small loan rioe producers for inpui
acquisition. The process is coordinatecthe Management cOOPRIK-CYUNUZI.

The cooperative preparé®e loan application letter to UOB fthe inputs needed for the seas
Further, the following information is provided atprihe loan application letter: ( list of
members with their IDgji) area (hectares) cultivated by each one,tfig) quantity of fertilizer:
(Urea and NPK) needed lach memb.One(1) kg of Urea costs 390 Frw and (2) kgs cost
Frw/kg of NPK are required for one(acrecultivated. Thus, the list provides to UOB all
information required, including the total cost/laaguired by COOPRIKI's members before

beginning of the season.

Based on COOPRIKI'tban request, UOB mas a direct payment to the inputs supplier (EN
Co Ltd). Then, ENAS Cad.,td supplie: inputs to COOPRIKIEYUNUZI cooperative, which in

return distributes fertilizers iits members.

UOB providesrepayment period of (8) montto COOPRIKI: (6) months for rice farming a
(2) months for rice paddgommercialisatio. The cooperative will repay the loan amount |
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interests of the period. At harvest, when the coatpee collects the paddy from members and
makes paddy sells to different markets, the ace@mumill process the payments to farmers after
deducting fees for the UOB loan repayment. Paymenfarmers are made through transfers

made by the cooperative to farmers’accounts openketal SACCOs.

The Government subsidizes indirectly the inputsC&t Frw /kg of fertilizer sold. Assuming that
all the total 618 hectaresequal to 618.000 acrekeofarshlands are cultivated in each season
for rice production. Un (1) kg of Urea costs 39@Fkmnd (2) kgs cost 540 Frw/kg of NPK are
required for one (1) acre cultivated, 618.000 aawdk require 194.670.000 Frw (105 Frw

x3kgsx618.000) for government’'subsidies per season

The table 4.3shows total loans provided by Urwegppd@tunity Bank to COOPRIKI-

CYUNUZI, as well as estimated Government financsaipport, all provided for inputs
acquisition on a period of four(4) successive sea$GOOPRIKI Management, primary and
secondary data).

Table 4.3.:Loans and Governement'subsidies providedy UOB to COOPRIKI for
inputsacquisition (Season B 2014- Season A 2016)

Period UOB Loan Gvt Subsidies
Season B 2014 58,000,000 194,670,000
Season A 2015 49,000,000 194,670,000
Season B 2015 59,000,000 194,670,000
Season A 2016 44,000,000 194,670,000
Total loans received 210,000,000 778,680,000

Source: COOPRIKI-CYUNUZI Management, 2015

In a period of four(4) successive seasons, UOBpnasgided a total loan worth 210.000.000
Frw, and the Government has provided an estimateatah subsidy of Frw 778.680.000 to
COOPRIKI-CYUNUZI for inputs acquisition.

Figure 4.4.illustrates loans and government’s esth subsidies provided to COOPRIKI-
CYUNUZI in four(4) successive seasons (Season BlZdason A2016) for inputs acquisition.
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Figure 4.4.:Loans and Government subsidies received by COOPRII-FCYUNUZI
for inputs acquisition (Season B 201-Season A201¢
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Source:
COOPRIKI —CYUNUZManagement, 20:

4.4.3.2.Source of creditor field operations

Field operations include rice nursel establishment and maintenance, plowing, pudc
fertilizers and chemicals application, irriion, weeding and birds guarding, and it take
months for the ricpaddy to matur

Unlike for the inputs acquisition, field operaticias rice growing receive lesformal financing.
Farmers were obliged to look for other alternz sources, sucgroup savings commonly call¢
“‘ibimina” in rural areas money rente from relatives, etc. The tadlel. shows that the total
loan amount received for field operations in COOPF-CYUNUZI is much lesser that tf

inputs loan received in the same period (SeasodlB-Season A 2016

In 2012, RSSP rehabilitated irrigation systems i@APRIKI's marshlands at a cost
75.000.000 FryCOOPRIKI Managemensecondary data).

The table 4.4ummarizes the formal credit amount Fls provided to COOPRII-CYUNUZI
for field operations.
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Table 4.4.: Loans provided by FIs to COOPRIKI-CYUNUZI for field operations
(Season B 2014- Season A 2016)

Season A Season B Season A
Season B 2014 2015 2015 2016 Total loans received
uoB 16,005,000 16,005,000
SACCO
GATORE 15,800,000 23,000,000 15,800,000
BPR 1,500,000 1,500,000
Total loans received 56,305,000

Source: COOPRIKI —-CYUNUZI Management, 2015

4.4.3.3. Sources of funds for Harvest and Post-Haggt investments and activities
As far as the rice is concerned, harvest and Ipastest periods require both short time working
capital loans for the paddy collection and handliag well as long term investment financing

for Post-Harvest equipment (tauplins) and Post-Elsti facilities (drying grounds and stores).

As to date, COOPRIKI-CYUNUZI has received a finahsupport from different stakeholders
which helped the cooperative to establish Post-ekrinfrastructures along the rice cultivation
areas in Cyunuzi and Kibaya marshlands.

Table 4.5.: Funds received from stakeholders for COPRIKI-CYUNUZI's
Post-Harvest investments

% of Funds Post-Harvest
Financing Agency Funds received received | equipment/Infrastructure | Period
GVT RSSP 131,922,940 12 drying yards 2008-2010
& i -
o KWAMP 84,000,000 313,922,940 81% 6 drying yards 2010-2012
NGOMA DISTRICT | 28,000,000 2 drying yards 2014-2015
AGENCIES
KWANTP 70,000,000 3drying yards & 3stores | 2015-2016
Fls BPR 72,000,000 72,000,000 19%
Toal Funds received 385,922,940 | 385,922,940 100%

Source: COOPRIKI-CYUNUZI Management, 2015

Both, Government, development agencies and Fls peoxaded finance to COOPRIKI's post-
harvest investments during the period starting2@08016. The following Figure4.5.illustrates
at which extent stakeholders have financed postdsainvestments in COOPRIKI-CYUNUZI.
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Figure 4.5.: Funds received forPostHarvest investments in COOPRIKI-CYUNUZI

100%
80%
60%
40%
20%

81%

19%

0%

GVT & DVT AGENCIES Fls

M Funds received

Source: COOPRIKI CYUNUaManagement, 201

4.4.3.4.Sources of credit fopaddy marketing and selling

The paddy is collected from members to the locdlection centers, and then, from lo

collection centergo the main collection center, at the premises OIOPRIKI-CYUNUZI in

Gatore sectorFrom there, either the cooperative takes the ymedo different markets, «

buyers com to collect the paddy from COOPR’s main collection cente

In season B2015, UOB provided a loan worth 165@0® Frw to COOPRIKIin order to allow
the cooperative collectinghe paddy from farmers, while USAERwanda provided the
cooperative a “Paddy Purchase Fund” w25.000.000 FrwCOOPRIKI sold the paddy

different markets, at differe prices. Transport fees may be included or not ens#lling price

(primary and secondadata, COOPRIKI Managemer

Table 4.6.:Sells of paddy produced by COOPRIK-CYUNUZI in Season B 201

Quantity of paddy Unit
Buyers in Season B 201 sold Price(Frw) | Total sells
Kayonza Rice Milling Compar 500,000 25t 127,500,000
Region Trading Company L 300,000 27° 82,500,000
Alpha Supply Food Company L 700,000 25( 175,000,000
Total sells 1,500,000 385,000,000

Source: COOPRIKI CYUNUKanagement, 20:
After selling the paddy foa total amount of 385.000.000 Frw, COOPRIKI hamlrirsed the

loan of 165.000.000 Frw received from UOB plusiiests, and has made a profit mar
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4.4.3.5. Conclusion on utilization of funds receivke

COOPRIKI-CYUNUZI received both formal credit fromisFas well as funds from the
Government or other support organizations to fieaddferent activities during rice paddy
primary production, harvest and post-harvest, paddyketing and sellingfrom for the period
(Season B2014 to Season A2016).

With regard to funds provided by Fls, Governmertt davelopment agencies, results show that:

» Inputs acquisition received a total amount of F&8.680.000. The loan from Fls equal to
Frw 210.000.000 represents 21% of funds receivedye@ment and development
agencies’ financial supportequal to Frw 778.680.(4presents 79%.

* Field operations received in total insignificantamt totaling Frw 131.305.000 compared
to inputs acquisition for the same period. Thenl@mount from Fls equal to Frw
56.305.000 represents 43% of the total funds rede@overnment and development
agencies’financial support which is Frw 75.000.0@presents57% of the total funds

received for that activities.

* Funds received by the cooperative for Post-Haraevities and investments are totaling
Frw 385.922.940. The cooperative received less Eraount equal to Frw 72.000.000
representing 19% and much Government and develdpagencies’financial support
equal to Frw 313.922.940, representing 81% of fotads received.

» Paddy product marketing and sellingactivities reeei total funds equal to Frw
190.000.000, including the loan rceived from UOBI@&dqo Frw 165.000.000 representing
87% of the total funds received, and insignifica@bvernment and development

agencies’financial support of Frw 25.000.000 repnéisng 13% of the total funds received.

» FlIs are still reluctant to provide adequate finateeagriculture activities along the value
chain, Governement and related agencies providgedial support to AVC activities in
form of subsidies or grants, mostly for inputs astion and Post-Harvest investments,

field operations are negligated.

= MPFIs and SACCOs are the most loans providers irptimaary production, while commercial

banks are interested by Post-Harvest investmentp@aucts marketing financing.
Figure 4.6.: Funds received by COOPRIKI-CYUNUZI during paddy production,

Harvest &Post-Harvest and Marketing process(SeasoB 2014- Season A 2015)
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4.4.4. Constraintsfacing farmers in accessing finance for different aeds/activities
along the value chai
The constraints to access formal financing in Fime from both sides: (i) the demand <

(farmers) and (2) the supply side (F

4.4.4.1.Constraints expressed bthe demand side

Primary production is the segment the AVC where farmers need a lot of finance

diversified activities. In COOPRII-CYUNUZI, primary production is concerned by two -
segments: (i) inputs acquisition and field operagioln sectior4.4.2., results show that Inpt
acquisitions received a lot of government subsidme$ much loans compared to other segn
of the chain while Field operations financing is left to fanmeefarmers received insignifica

resources both from FIs ancovernment affiliated agencies.

Figure 4.7. liustrateshow field operations in COOPR-CYUNUZI received less attention

from Fls androm Government affiliated agencie

Figure 4.7. :Funds received by KOOPRIKI value chain segmet
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Respondentsevealed that small farmers encountered challefayeaccesing formal credit in

Fls to invest in rice farming activities, even liet fertilizers have been available. Reasons
being diversified: lack of adequacollaterals or guarantor, high interest rates, latkank

information lack of good business plans,

Main constraints to access formal credit expredse @ OOPRIKI's farmers were ranked
four-point scale:

= extremely high(4)

= high(3),
= highto some extei(2),
* high(2).

The scale was 4 1orespectively. Thconstraints ranked were:
(i) Lack of collateral securi
(i) Lack of guarantg,
(i) High interest rate,
(iv) Lack of information of bank informatic.

The frequencies of main constraints expresst farmers were weighed and sum of the ranl

was established in the ta#lé belowpresented.

Table 4.7: Constraintspresented byCOOPRIKI's farmers in credit acquisition
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Constraints for farmers Sum of SRy
. 4 3 2 1 : of

to access credit Ranking .

Ranking

Lack of collateral security 26(4) 19(3 3(2 2) 72 1

Lack of guarantor 23(4) 21(3 4(1 2(2 169 2

High interest rates 23(4 20(3) 4(2 3(1) 167 3

Lack of information of

bank information 19(4) 17(3 12(2 2(1 165 4

Lack of good business

plans 21(4) | 20(3) 6(2) 3(1) 165 4

Source: COOPRIKI current research questionnair&pandents, 2015
Based on results presented in table 4.7., resptsdeiCOOPRIKI acknowledged that Lack of

collateral security is the highest factor that d¢oaist farmer access to credit with a total
aggregated score of 172 points, followed by Lackudrantor as the second factor with a rank
score of 169 points. High interest rates is platted! with the rank score of 167 aggregated
points, Lack of information lack and lack of goagsiness plan are both placed fourth as the last
factor with aggregated rank score of 165 pointkis Tay be due to at the low educational level

of the cooperative’s members.

4.4.4.2. Constraints expressed by the supply side
Respondents coming from the Fls and support agendmrch worked with COOPRIKI have
been interviewed on constraints to access crealih the supply side (FIs). Six(6) main factors
determining access to formal creditby farmers vigeatified and ranked on four-point scale:

= extremely important factor determing access toit{ied

= important factor determing access to credit(3),

= important factor determing access to creditto serient (2),

= not important factor determing access to credit(1)

The scale was (4) to (1) respectively. The deteamts of access to formal credit selected were:

(i) Profitability of Investment
(i) Collaterals

(ii)Interest rate

(iv) Level of risk bearing

(v) Availability of Credit

(vi) Loan transaction cost

The frequencies of determinants were weighed andduhe ranking was established.

Table 4.8.: Factors influencing access to credit psented by the supply side (FIs)
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Sum of Position
SCALE/FACTORS 4 3 2 1 , of

Ranking .

Ranking

Profitability of Investment 4(4) 1(3) 0(2) 0(1 19 1
Level of risk bearing 4(4) 1(3) 0(2) 0(1 19 1
Collaterals 3(4) 2(3) 0(2) 0(1) 18 2
Interest rate 3(4) 1(3) 1(2) 0(1 15 3
Loan transaction cost 2(4) 1(3 1(2 1(1) 14 4
Availability of credit 1(4) 1(3) 2(2) 1(2) 10 5

Source: Primary data, 2015

It was discovered that the Profitability of Investmb and Level of risk bearing were considered
as extremely important factors and ranked firstees lighest among other factors having an
aggregate rank score of 19points in the supphagricultural credit.Collateral was placed
second with total rank score of 18 points. Thedtlplace went to Interest rate witha total rank
score of 15 points. Loan transaction cost a fadédermining the supply of agricultural credit to
farmers was placed in the fourth position havirtgtal rank score of 14 points. Availability of

credit was ranked fifth with a total rank scorelof

4.4.5. Impact of finance received iIBGOOPRIKI - CYUNUZI on livelihoods of rice
growers

Different forms of financing received by COOPRIKImembersare estimated still to be
increased, especially during the production peab@ months. However,farmers acknowledged
that, some positive changes happened in in thas'listandards, due to financial and technical

support received from different stakeholders, idolg Fls, Government and affiliated agencies.

Chambers and Conway (1992), defined livelihoochese terms'A livelihood comprises the
capabilities, assets (including both material andaxial resources) and activities required
for a means of living”. Which literally meanslivelihood” is the means, activities, entitlements

and assets by which people make a living.

In this section, the researcher wanted to see/show financing received in COOPRIKI-
CYUNUZI for rice paddy production have impacted thvelihoods of rice producers in terms
ofpositive changes (new assets acquired, cattisgmotorcycle, savings made, new off-farm
activities, increase in health services and edoiati..)that occurred during their experience by
working with Fls and other development agenciesugh COOPRIKI-CYUNUZI.
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Using the SPPS software, changes occured in tehoods of COOPRIKI's farmers due the

financing received were analysed by a correlatiwalysis done between the financing received

and seven(7) selected determinants of a livelirmfadsmall rural farmer, which are:

a. Level of productivity/Season

b. Level of investment in new assets/Year

c. Level of education services/Year

d. Level of health services/Year

e. Level of producer savings/Season

f. Level of diversified food consumption/Day

g. Level of diversified investment in off-farm activs/Year

The results of the correlation analysis done betwtee financing received and selected rural

farmer livelihood’s determinants are presentedhenrtext table 4.9.

4.4.5.1. Definition of key-terms of the correlatioranalysis used

Probability value (P-Value):The probability of getting the results you did (oiore
extreme results) given that the null hypothestsus (Goodman SN, Royall R, 1988).
Critical value: In hypothesis testing, a critical value is a paintthe test distribution that
is compared to the test statistic to determine dreto reject the null hypothesis. If the
absolute value of your test statistic is greatantlhe critical value, you can declare

statistical significance and reject the null hygsiis(http://support.minitab.com).

Sample size (N)Sample size is the number of observations in a kartigs commonly
denotedhor N(http://mathworld.wolfram.com).

Independent variable(Y): The variable that is stable and unaffected by dhwer
variables you are trying to measure. It refershi® ¢ondition of an experiment that is
systematically manipulated by the investigators the presumed cause.
(http://libguides.usc.edu/writingguifl@riables)

Dependent variable(X): The variable that depends on other factors thatreeasured.
These variables are expected to change as a oésuitexperimental manipulation of the
independent  variable or  variables. It is the prestdim effect.

(http://libguides.usc.edu/writingguifi@riables)

Correlation coefficient:Correlation coefficients (denoted r) are statistizat quantify
the relation between X and Y in unit-free terms.Theser r is to +1, the stronger the

positive correlation. The closer r is to -1, th@sger the negative correlation:
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v’ positive correlation (high values of X associatéthwigh values of Y)
v' negative correlation (high values of X associatit low values of Y)
v" no correlation (values of X are not at all predietof values of Y).

= Interpretation of Pearson’s Correlation Coefficient The sign of the correlation

coefficient determines whether the correlationasifive or negative. The magnitude of
the correlation coefficient determines the strergftthe correlation. Although there are
no hard and fast rules for describing correlaticstagngth, | [hesitatingly] offer these
guidelines:

v' 0 <|r| <.3 weak correlation

v' .3 <|r| <.7 moderate correlation

v’ |r| > 0.7 strong correlation

For example, r = -0.849 suggests a strong negetisrelation.

(http://www.sjsu.edu/faculty/gerstman/StatPrimer)

4.4.5.2. Sample size and correlation variables die correlation analysis
=  Sample size (N):50

» Independent variable(Y) [Financing received in COOPRIKI-CYUNUZI (Total funds
received: Frw 1.192.602.940, average fund recgpezanember: Frw 417.578).
= Dependent variables(X):Determinants of livelihoods:

X1. Level of productivity/Season

Xo:Level of investment in new asséfear

Xs. Level of education services/Year

Xa4: Level of health services/YeagX evel of producer savings/Sea3afevel of

investment in off farm activities/Yedr. Level of diversified food consumption/Day

Y X 1+ X2+ X3+ X4+ X5+ X6+ X?

Table 4.9.: Correlation analysis between financingeceived in COOPRIKI-
CYUNUZI and livelihoods of Cooperative’s members
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Food
Off farm| consumptio
Fundg Productivity  Assety Educatior Health  Savingg activitieg n
Funds Pearson Correlatio 1 682" 624" 589" 733" 663" 545" 615
received ] ]
Sig. (2-tailed) .000 .000 .000 .000 .000 .000 .000
N 50 50 50 50 50 50 50 50
Level of  |Pearson Correlatio 687" 1| .847 862" 700" 949" 774 727
productivity | ]
Sig. (2-tailed) .000 .000 .000 .000 .000 .000 .000
N 50 50 50 50 50 50 50 50
Level of  |Pearson Correlatio 24" 847 1 793" 699" 885" .820" 830"
investment | ]
_ Sig. (2-tailed) .000 .00Q .000 .00Q .000 .000 .000
In new
assets N 50 50 50 50 50 50 50 50
Level of  |Pearson Correlatio  5gg” 862" 793" 1 778 853" 801" 711
education ] ]
_ Sig. (2-tailed) .000 .000 .000 .00Q .000 .000 .000
services
N 50 50 50 50 50 50 50 50
Level of  |Pearson Correlatio| 733" 700" .699" 778" 1 690" 743 717"
health ] ]
, Sig. (2-tailed) .000 .000 .000 .000 .000 .000 .000
services
N 50 50 50 50 50 50 50 50
Level of  |Pearson Correlatio 663" 949" .885" 853" 690" 1 .795 747"
producer ] ]
_ Sig. (2-tailed) .000 .000 .000 .000 .000 .000 .000
savings
N 50 50 50 50 50 50 50 50
Level of  |Pearson Correlatio 545 774 820" 801" 743" 795 1 910"
nvestment i ]
Sig. (2-tailed) .000 .000 .000 .000 .000 .000 .000
off farm
activities [N 50 50 50 50 50 50 50 50
Level of  |Pearson Correlatiol g15" 727" 830" 717 717 747" 910" 1
diversified | ]
ood Sig. (2-tailed) .00Q .000 .000 .000 .00Q .000 .000
00
Consumptior N 50 50 50 50 50 50 50 50
**_Caorrelation is significant at the 0.01 level (2tailed)

Source: COOPRIKI-CYUNUZ primary data,2015
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4.4.5.3. Correlation’s outputs/results
= P-values: 0.00

= Critical value: 0.01

=  Pearson’s Correlation Coefficients:

a.Level of productivity/Season:0.682

b.Level of investment in new assets/Year: 0.624

c.
d.
e.

f.

g.

Level of education services/Year589

Level of health services/Year: 0.733

Increased producer savings/Season: 0.663
Level of investment in off farm activities/Year5d5
Level of diversified food consumption/Day: 0.615

4.4.5.4. Interpretation of results

In the correlation tablé.9, the financing received in COOPRIKI-CYUNUZI andvea (7)

determinants of livelihoodX(, X, X3 X4 Xs5XeX7) of the cooperative’s members have been

correlated. Results are the following:

= For all determinants, all P-valued?V) are less than the critical value equal to

0.01(PVs<0.0). That means that there is a positive relationdigpween the financing
received in COOPRIKI-CYUNUZI and all the livelihogddeterminants (Xto X7).

= All Pearson’s correlation coefficien{s) found for all determinants show a “moderate to

strong” relationship between the financing recei{¥)l and determinants of livelihoods
(X110 X7):

Level of productivity/Season:“r’ equals ta682 indicates apositive moderate
relationship between financing received and pradlifgt

Level of investment in new assets/Year:“r’ equalsob24ndicates apositive
moderate relationship between financing receivetinmestment in new assets.
Level of education services/Year:“r” equals to0.ip88ates apositive moderate
relationship between financing received andedunaevices.

Level of health services/Year: “r’ equals &3 indicates apositive strong

relationship between financing received and hestirices.
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e. Level ofproducer savings/Season: “r’ equals .@e® indicates apositive
moderate relationship between financing receivetpoducer savings.

f. Level of investment in off farm activities/Year:”“equals to(45 indicates
apositive moderate relationship between financiexeived and investment in
off farm activities.

g. Level of diversified food consumption/Day:“r” eqeabo.615indicates apositive
moderate relationship between financing receivedl ativersified food

consumption.

4.4.5.5. Conclusion on interpretation of the correltion’s results

The correlation analysis conducted between thendimg received in COOPRIKI-
CYUNUZI and selected determinants of livelihoodstteé cooperative’s members shows
that the independent variabliinancing received in COOPRIKI-CYUNUZI) is posigly
correlated with all dependent variabl¥s to X;(selected determinants of livelihoods of
COOPRIKI-CYUNUZI's members). In addition to that, Yalues for all dependent
variables are also less than the critical valugHr analysis.

Therefore, based on above findings, the total tmapworth Frw 1.192.602.940 received
in COOPRIKI-CYUNUZI in the period covering Season2B14 to Season A 2015have
impacted positively the livelihoods of COOPRIKI-CXWZI's members considering
positive changes that occured in all selected detemtsof livelihoods of rural rice

growers.

4.4.6. Summary of results

Chapter Four has the purpose of presentingandometsgnting the results of the research study
conducted on AVCF in COOPRIKI-CYUNUZI and its impaonlivelihoods of the

cooperative’s rice growers. Main findings can besarized as follows:

a. In COOPRIKI-CYUNUZI, females are in majority (68%han males(32%),most of the
farmers have a low education primary level (82%, #iverage farming age classes range

from 30 to 50 years.

b. COOPRIKI-CYUNUZI works in AVC model : the coopenatiis linked to inputs suppliers
and it supplies rice paddy to differents rice mglicompanies. COOPRIKI-CYUNUZI
started working with Financial Institutions at é@ifént levels of the rice production (UOB for
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inputs acquiition and paddy collection, SACCO Gatfar field opeations, Banque Populaire
du Rwanda for field operations and Post-Harvesiviies). The cooperative received
technical and financial support from other stakdad(Government and other development
agencies:USADF-Rwanda, KWAMP, and RSSP).

c. COOPRIKI-CYUNUZI has received both financial suppior forms of grants and Capacity

building from Governement and developement agenares loans from few Fls :

v" Funds provided by the Governement and developeagicies were higher than the
formal credits received, and they only focused mputs acquisition and Post-Harvest
infrastructured.

v" The financing provided by FlIs to the cooperativestifl insuffient to cover all the
needs expressed by farmers during the primary ptaduprocess, findings shown that
during the paddy production process,the paddy téke®nths to mature, and related
field operations which required a lot of meanslafeto farmers themselves.

v Both farmers and Fls expressed that farmers ememchconstraints to access formal
credit, such : lack of collaterals, lack of guacanhigh interest rates, lack of skills to

develop banakble proposals, etc.

d. Farmers aknowledged that the financing receivedgneinsufficient, it hasimpacted
positively their lives standards. They aknowledfeat by engaging them in rice production
and working with Fis, Governemeent and affiliategkracies at some extent, they have
increased access to health services, educatioitasifor their children, have acquired new

assets (cattle, goats, motocycle, have rehabdlitdteir houses, etc).

4.5. CONCLUSION

The purpose of this Chapter Four was to preserglyam data collected and interprete the
results.Farmers aknowledged that working in AVC slodnd accessing finance is very
important for their livelihoods to change. Consitaito access finance are also to be taken into

consideration by stakeholders.

Upon presentation of these findings, in the follogviChapter Five, the researcher will propose
some recommendations to different ACVF stakeholdetis the purpose of improving the way

AVCF models can work better to change the liveld®®f farmers engaged in agriculture

related businesses.
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CHAPTER FIVE: CONCLUSION AND RECOMMENDATIONS

5.1. GENEREAL CONCUSION

The aim of this study is to contribute to get adretinderstanding of the benefits that the AVCF
approach can bring to improve rural farmers’ soevallbeing whose livelihoods depend on
agriculture.Findings presented in Chapter Foursapposed to partly respond the three(3) main
guestions of this study. Additional to that, these@rcher attempted to formulate specific
recommendations in the next section 5.2., whichirdmutes to complete answering remaining
points of theresearch questions not expressednaynfis. Research questions and respective

answers are formulated as follows:

Question 1Are the existing alternative financial mechanismsisk mitigation products and
economic models for Value chain Finance approach nkefficiently to raise the productivity
and income growth for smallholder farmers?

Findings on Question (i):

+ COOPRIKI-CYUNUZI works in the Value Chain Model :
v' Chain actors (inputs suppliers, farmers, traderscgssors, consummers) are inter-
linked, and chain suppoters (Gvt, donors, Flgvige different services (technical

and financial support) to the cooperative and heothain actors.

v Governement (KWAMP and RSSP Projects) and develeperagencies(USADF-
Rwanda) provide technical support to the coopegativform of capacity building to
COOPRIKI-CYUNUZI.

+ Accessing finance and technical support for chaindivities/needs:

v' With regard to accessing finance for the differehain activities during primary
production, harvest, post-harvest and product comialesation, COOPRIKI-
CYUNUZI works with few Financial Institutions at ftérent levels of the rice
production (UOB provides credit for inputs acquiitiand paddy collection, SACCO
Gatore finances field opeations, Banque Populaive Rlvanda finances field

operations and Post-Harvest activities).

v' The GoR and developement agencies also finance aotivéies/parts of COOPRIKI
rice value chain in form of grants and subsided$o@specially for inputs (fertilizers)
and basic infrastructures (drying facilities andeouses).
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v" In the period covered by the study, findings shdhatt the funds provided by the
Governement and developement agencies were higheitihe formal credits received,
and they only focused on inputs acquisition andtPi@svest infrastructured. That
shows again thatlocal FIs are still reluctant taafice Agriculture Value
Chain’activities, even for COOPRIKI-CYUNUZI whichsi counted among

cooperatives performing in rice production actesti

v" Both financing provided by Fls, GoR and developnaggncies to the cooperative are
still insuffient to cover all the needs expressedférmers, especially during the
primary production process. This part is negligatgdinancial providers during this
critical period which requires however sufficienintls for increased productivity
(application of chemicals, labor for weedding, pling, etc) and better product
quality. Farmers didn’t received much credit andRGmancial support during primary
production.

+ Conclusion of findings for Question (i) :

v There is a considerable gap in the existing fir@noiechanisms, risk mitigation
products and economic models that are in placeider®alue chain Finance in
Rwanda.Farmers in COOPRIKI-CYUNUZI aknowledged thadrking with FIs at
some extent, there are tangible positive changewmnkable that happened in their
lives’'standards ificreased access to health services, educationicesrvior their
children, acquisition of solar energy facilitiegquisition of new assets, cowers, goats,
pigs, rehabilitation of houses, education of cheldly health insurances, more savings,
etd. However, Fls still have a room to improve theinding capacity by promoting
new adequate financial products that suit chaiesds, for exampleworking capital
loans for primary production and during product amercialisation, leasing for
equipments such transport trucks, Warehouse Rec®ystem, Inventory Credit
facilities during Post-Harvest perio@tc. Local FIs are required to work efficientty t
maximize their lending opportunities in orderto eothe needs that arise from chain’s
activities. That may lead to better productivitywdes, source of income growthfor

smallholder farmers engaged in AVC’s activities.
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Question 2: Which constraints are limiting smallholder farnmre’ accessing finance in
Agricultural Value Chain model,and what can be dor®y stakeholders to overcome those
constraint®?

Findings on Question (ii):

+ Constraints expressed by both demand and supply sd

v

+ What

Findings in chapter Four shown that, even farrherge received different forms of
financing for their activities during paddy ricerdaing, access to formal credits
from Fls (especially in commercial banks) is sdilthallenge. Numerous constraints
were noted important while farmers apply for loasgsch as lack of adequate
collaterals or guarantor, high interest rates, lackbank information, lack of good

business planstc.

Findings also shown that internal factors deterngrfarmers’access to credit in the
supply side(Fls), such agprofitability of investment, collaterals, interasite, level
of risk bearing, availability of credit, loan traastion cost etc, are not favorable to

smallholders farmers.

Therefore, there is still a lot of work to do irder to improve/increase provision

of finance for different farmers’needs in the AVC.

stakeholders shoud do to alleviate/overcome nstraints limiting

smalholder farmers accessing formal credit?

v

This sub-question will be answered in the nextiseabf recommendations, 5.2. In
fact, each facilitator of the AVC should understamdl play his role in promoting
access to finance for smallholder farmers seekiagmd for the needs arise from
chain activities. Hence, Governments and affiliagéggncies, Donor Programmes
and NGOs are concerned for capacity building fothbfinance - demand and

supply sides.
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Question 3How AVCF can impact the livelihoods of smallholdarimers and what should be
the roles of different stakeholders in promotingishapproach?

Findings on Question (iii):

+ Positive changes noted in lives’ standars due to @ssing finance through COOPRIKI-
CYUNuUZI
v' Farmers noted some changes that occurred in tkeg, Isuchaccess to increased
health services,increased productivity,access tddi@n’s eduction, increased
savings, acquisition of new assets,investment wifufarm activitiesetc. This was
due to the financing received for chain activitidgir productivity increased and

more incomes were gained.

+ Roles and responsabilities for stakeholders in thavVC

v' Based on findings,theresearcher provided in thé aes last section 5.2.,specific
recommendations/interventions to different stakedd (policy makers, AVC
facilitators and financial services providers) tltain improve the way “AVCF
approach” is being implemented for a better finahcinclusiveness and
sustainability of rural farmers ‘livelihoods. Shisa@lefined specific roles for each
category of facilitators. Their roles should be erstood well, separated and be inte-
completed.

5.2. RECOMMENDATIONS TO DIFEERENTAGRICULTURE VALUE-
CHAIN STAKEHOLDERS

5.2.1. To the policy makers/Governments:

Policy makers are recommended to enable a workmgranment for AVCF and provide
directions to other stakeholders who are willingptomotethe financial activity on value chain
practices in order to strengthen the rural livehitie. Some recommendations can be formulated

as follows, the list is not exhaustive:

= Support AVCF legislationPolicymakers have a critical role to play in theaton of
enabling AVCF environment. Legislation can suppbet certification of agricultural inputs,
the registration of agribusinesses, regulationseguag Warehouse Receipt Systems that
enable collateralization of inventory;the developinef industry standards, the opening of

domestic and international markets, etc, as welswggporting regulations for agricultural
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sub-sectors. It is important that policy makersvme to all AVC stakeholders and
facilitators a common understanding of the reguatmottlenecks, and how to overcome
them, This can result in significant changes inAl®/ enabling environment.

= Enhancing financial inclusion in AVCFEsmallholder farmers should be assisted with
affordable loans terms (affordable interest ratessonable longer payback periods,
repayment models, etc) to enable them investingamm activities that will generate

sustainable incomes.

= Put in place mechanisms through which formal lendjnnstitutions can increase outreach
in the rural areas:empowering farmers to establish rural savings aeditcooperatives
that can help in mobilizing savings which can bedut create credit for those who want to

borrow short term loans.

= Promote the cooperative mouvement for the purpasesgroup smallholder producers.

= Promote value chain models and value chain finangimodels developmentevaluation,
dissemination, replication and expansion considettie best practices,using the big brother

— small brother approach, incorporating value cima@magers, etc.

= Build supportive alliances policymakers can take the role in leading the taltation
between the public and private sectors (PPP model$cilitate successful partnerships
between smallholders, private companies and Fé&nhéble the AVCF scaling up successful
smallholders’ businesses.

= Contribute to risk mitigation: policymakers can advise how governement funds @n b
utilized in catalyzing agricultural finance and wethg risksrelated toagriculture finance by
establishing AgricultureGuarantee Funds, agricaltursurance programmes, incentives for

start-up businesses, etc.
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5.2.2. To AVC facilitators: Donors/Agriculture Dvpt Agencies / Governments
From the guidance of policy makers, the governmaedtother supporting agencies have to take
their facilitation role and make sure that the ficial system provides adequate finance to AVC

actors that meet demands arising from activitiea@the value chain:

= Build capacity of small producers and other chairctars towards clear separation of
roles: Value chain actors, facilitators and financial segvproviders should understand
clearly their separate roles. Chain facilitators axpected to provide institutional capacity
building to chain actors so that they can be ablapply and manage a loan from the Fl. Fis
cannot be expected to take over responsibilitychgacity building and chain organisation,
even though these interventions are vital for axdesfinance. These functions are better
performed by chain facilitators(government agence®nors, NGOs) with a designated
budget and specific intervention programmes. insdm@e framework, training and teaching
curricula needed to build the capacity requiredAMCF concepts such as AVC financial
instruments, VC business should be on the agendapiecialized development training

institutes.

= Enhance sustainable market linkages between smalile producers and
agribusinesseShe development of collaboration among actors reguinking chain actors
in ways that facilitate discussions and informatexchange among them. This can be done
through commodity associations formed by the chaa@mtners usingthe Public-Private

Partnerships models, etc.

=  Promote promising VCF strategy and business modalelopment Development agencies
can play a constructive role in discussing withrtpartners the merits and disadvantages of
one strategy and model versus another. Chain ashonsld agree on which business model

or financial strategy that can work for them.

» Facilitate linkages between local financial institions and leaders in value chains.
DevelopmentAfter building the capacity of chain actors andistssy them to establish
strategic alliances, the next step to be accongalidly chain facilitators is to facilitate value
chain actors with Financial Institutions, and pdw®viboth them with training and technical
assistance. Financial institutions that are not getive in AVCF need assistance in
understanding value chains and how to manage mss®ciated with lending to the

agricultural sector.
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5.2.3. To financial services providers (FIs)

As already seen, expanding access to finance tdl gpnaducers enhance increase of
productivity and yields, gross margins, createsleympent in rural areas and causes the general
economic growth,. Thus, adequate AVCF can impadipely the social conditions and rural
producers ‘livelihoods.Therefore, Fls have to plawgir role in promoting easy access to
financial services by smallholder producers aneéiotalue chain actors. With adequate AVCF,
producers are able to realize the full potentidlggeugh inputs, fertilizers and chemicals, labor
for field operations, and hence, produce much e markets. In this regard, the following

actions can be undertaken by Fls. The list is Rbaastive:

= Design Capacity Building and Training Curricula apppriate for AVCF : the following
elements are to be considered :

v' Ensure that there is market demand for the cropsloans should be made only for
crops with reliable buyers that have already bestracted.

v' Create proper policies and proceduresto address some common AVCF risks
when establishing the policies and proceduresdare/chain financing.

v' Assess real financing needksian officers should use appropriate tools to eatglu
the total cost of production and should also idgmbints along the value chain
where providing access to finance could bring treatgst value to small producers

and would represent a good investment for thetutsin.

v Establish appropriate guarantees on individual loas : such as group bonds and
warehousing receipts, which should make it posstbldend to small farmers

without requiring traditional forms of collateral.

v Design financial products and repayment schedulehat meet specific needs :
interest rates should be set to cover costs anddaa profit margin.

v’ Distribute loans in vouchers :those are suitable for the purchase of inputs from

suppliers during different phases of the productigeie.

v Develop insurance productagainst crop failure and weather-related risks.
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= Multiply financial products to meet needsValue chains require a variety of loan
products as well as other financial services siglsavings and insurance. In order to
strengthen businesses, reduce risks, and creaalthyhfinancial system, it is important
that Fls investigate the financial needs of valbair from farmers to retailers. Tailored
products and innovative approaches may be chosedefeeloping specific parts f the

chain.

= Contribute to value chain strengthening Financial Institutions have the potential to
contribute to the strengthening of value chainsouph building knowledge and
supporting the development of needed services.eR#tlan investing in one component
of the chain, the Financial Institution can growpestise in the chain, share this
knowledge, and provide financing to support servidenis not only benefits clients, but

also expands lending opportunities while loweriisgs.

= Strengthen risk assessment and lending criterigalue chains offer a structure and
relationships that have great potential to redumee risk of agricultural lending. It is
incumbent on the Financial Institutions to evaluas& and to take into consideration
conventional criteria along with new criteria tlegicompass value chain knowledge and
functioning. These may include: knowledge of actamsl markets, risk management
systems, transaction costs of delivering finangmbducts, governance systems,

observance of contracts, availability of inputsyvices and other supports, etc.

= Involvement of the financiers in risk mitigating nesures It would be better if Fls
(banks, MFIs) can be involved in different risk iggting measures.
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APPENDIX: RESEARCH QUESTIONNAIRE

Topic: “Improvement of Smallholder Farmers’ Livelihoo@isrough Agricultural Value Chain
Financing”

Target Audience:

0] COOPRIKI's selected rice producers
(i) Selected staff in Flsand supporting agencies to ER&I (UOB, Banque Populaire,
SACCO Gatore, KWAMP, USADF —Rwanda)

Instructions to the respondents:

« The researcher would like to encourage you to redpdirectly to the asked question. If
you don’t understand a question, please let theaeher know. Hopefully you'll feel
free to respond openly and honestly.

« Tick the right answer(s)

« You can respond to more than only one sub-questimre applicable

QUESTIONS

SECTION I: BACKGROUND OF RESPONDENTS'CHARACTERISTIC S

Q1. Gender

€ Male
€ Female

Q2. What is your age class?
€ <20 years
€ Between 20 - 29
€ Between 30 - 39
€ Between 40 — 49
€ 50and above

Q3. What is your highest level of education?
€ No basic education
€ Primary level
€ Secondary level
€ University level
€ Another level, please Specify .......cccoviiiiii
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SECTION II: SOURCES OF FINANCING OF VALUE CHAIN ACT IVITIES

Q1. What are the sources of finance for inputs?( ees, seedlings, fertilizers, chemicals,...)
€ Governement support
€ Fisloans
€ own savings
€ Othe source. Please specify.....

Q2. What are the sources of finance for field actities?
€ Governement support
€ Fisloans
€ own savings
€ Othe source. Please specify.....

Q3. What are the sources of finance for Harvest anBost-Harvest related activities?

€ Governement support
€ Fisloans
€ own savings

€ Othe source. Please specify.....

Q4. What are the sources of finance for rice paddgollection and marketing?

€ Governement support
€ Fis loans
€ own savings

€ Othe source. Please specify.....
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SECTION Il :CONSTRAINTS FACED BY RURAL FARMERS IN  ACCESSING
CREDIT

PART A : DEMAND SIDE/FARMERS

To what extent do you estimate the following fastoonstrain farmers in accessing a loan in
Fls?

Q1.Lack of collateral security

€ Extremely high(4)

€ High(3)

€ High to some extent(2)
€ High(1)

Q2. Lack of guarantor

€ Extremely high(4)

€ High(3)

€ High to some extent(2)
€ High(1)

Q3. High interest rates

€ Extremely high(4)

€ High(3)

€ High to some extent(2)
€ High(1)

Q4. Lack of information of bank information

€ Extremely high(4)

€ High(3)

€ High to some extent(2)
€ High(1)

Q5. Which are other factors not mentioned above ?
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PART B : SUPPLY SIDE/FIs

To what extent do you estimate the following fastoandetermin the credit access by farmers in
Fls?

Q1 Profitability of Investment

€ Extremely important factor determing access toitid
€ Important factor determing access to credit (3)
€ Important factor determing access to credit to sertent (2)

€ Not important factor determing access to credit (1)

Q2. Collaterals

€ Extremely important factor determing access toitid

€ Important factor determing access to credit (3)

€ Important factor determing access to credit to sertent (2)
€ Not important factor determing access to credit (1)

Q3. Interest rate

€ Extremely important factor determing access to it d
€ Important factor determing access to credit (3)
€ Important factor determing access to credit to sertent (2)

€ Not important factor determing access to credit (1)

Q4. Level of risk bearing

€ Extremely important factor determing access to it d
€ Important factor determing access to credit (3)
€ Important factor determing access to credit to sertent (2)

€ Not important factor determing access to credit (1)

Q5. Availability of Credit

€ Extremely important factor determing access to it d
€ Important factor determing access to credit (3)
€ Important factor determing access to credit to sertent (2)

€ Not important factor determing access to credit (1)

75|Page



Impact of Agriculture Value Chain Financing on Smallholder Farmers’Livelihoods/Rwanda Rice Value Chain Financing

Q6. Loan transaction cost

€ Extremely important factor determing access toitid

€ Important factor determing access to credit (3)

€ Important factor determing access to credit to sertent (2)
€ Not important factor determing access to credit (1)

Q7. Which are other factors not mentioned above ?

SECTION IV : IMPACT OF THE AVC FINANCING ON LIVE LIHOODS OF
COOPRIKI's RICE PRODUCERS

A. At which extent do you estimate that the finandiegeived in COOPRIKI-CYUNUZI have
impacted positively the following factors of yoiwd standard?

Q1.Level of productivity/Season

€ Between 800 kgs and 950 kgs
€ Between 951 kgs and 2.450 kgs
€ Between 2.451 kgs and 4.000 kgs and above

Q2. Level of diversified food consumption/Day

€ Money spent between 700 Frw and 950 Frw
€ Money spent between 951 Frw and 1.450 Frw
€ Money spent between 1.450 Frw and 1.950 Frw andeabo

Q3. Level of investment in new assets/Year

€ Money invested in new assets between 500.000 Fav860.000 Frw
€ Money invested in new assets between 801.000 Fawl a%50.000 Frw

€ Money invested in new assets between 1.451.00(RdA2.450.000 Frw and
above

Q4. Level of health services/Year

€ Money spent between 3.000 Frw and 12.000 Frw
€ Money spent between 12.001 Frw and 18.000 Frw
€ Money spent between 18.001 Frw and 27.000 Frw bodea
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Q5. Levelof producer savings/Season

€ Money saved between 50.000 Frw and 190.000 Frw
€ Money saved between 190.001 Frw and 500.000 Frw
€ Money saved between 500.001 Frw and 1000.000 Fdnabave

Q6. Level of investment in off-farm activities/Year

€ Money invested in off-farm activities between 1@@drw and 300.000 Frw
€ Money invested in off-farm activities between 3@LJrw and 1.000.000 Frw

€ Money invested in off-farm activities between 1.@WI Frw and 2.000.000 Frw
and above

Q7. Which are other factors not mentioned above ?

Briefly, give your general observations on impact ©AVC financing on of liivelihoods of
coopriki’s rice producers.

(@] o 11 =Y aVZ= 1 (0] [N
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