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Foreword

It is a great privilege and honor to write this foreword for this outstanding volume
by Daniela Roéttger, who won the 2013 University Meets Microfinance (UMM)
award.

Since its creation in 2008, the Grameen Crédit Agricole Microfinance Foun-
dation has the objective to support MFIs in rural areas and agriculture finance, with
a strong focus on Sub-Sahara Africa. Established as a unique alliance between the
Bangladeshi Grameen Trust and the French bank Crédit Agricole SA, the Founda-
tion has the mission to contribute to the fight against poverty by supporting micro-
finance institutions (MFIs) and Social Business enterprises.

After 6 years, the Foundation is proud to have a partnership with 45 MFIs in
20 countries, more than half of them in Africa. Together these MFIs serve more
than 2,3 million clients, of which 83% live in rural areas. Nevertheless, the propor-
tion of their portfolio dedicated to agricultural finance is less than 30%. Taking into
account our effort to find MFIs that finance agricultural activities, this figure is dis-
appointingly low. And it clearly illustrates that many MFIs are still reluctant to fi-
nance agricultural activities due to the perceived high costs and risks, even though
microfinance has, in general, successfully paved the way for offering financial ser-
vices to low-income populations. In that context one question remains open: how to
encourage MFIs to engage more in financing agricultural activities for small farm-
ers. The research from Daniela Réttger clearly provides some concrete answers by
providing a comprehensive analysis of the issue.

Especially in Sub-Sahara Africa, a continent where small farms account for
80% of the agricultural economy and where 70% of the poor work in agriculture,
the challenge of financing smallholder farmers remains crucial. The research of
Daniela can be very useful for all stakeholders interested to engage more in that
field as it provides insights into how MFIs can successfully manage the risks of fi-
nancing agricultural activities of smallholder farmers through adapted loan features
and lending procedures.

The research thereby systematically links theory with practice. It offers a
comprehensive overview of risk and costs of agricultural microfinance and theoret-
ically analyses the extent to which traditional microfinance risk management ap-
proaches are able to mitigate these agricultural risks. But more importantly, it offers
practical insights into the experiences of MFIs that already offer finance for agri-
cultural activities by interviewing eight MFIs in four countries in East and West
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Africa (Uganda, Kenya, Benin, Cameroon). By identifying their loan features and
lending mechanism specific to agricultural lending, the empirical research provides
concrete examples of the microfinance mechanism that work in agricultural lending
and the ones that need to be adapted and thereby underpins the theoretical analysis.

The main contribution of this research is, however, the comprehensive and
systematic comparison of the microfinance approaches to manage risks versus the
agricultural microfinance approaches, with a summary of the "successful" ap-
proaches to manage risk in agricultural microfinance. All main issues have been
clearly identified and analyzed, such as the need to adapt loan features to agricul-
tural production cycles (interest rate, duration, repayment schedule), to have quali-
fied staff with sound agricultural knowledge, to perceive and analyze farmers as a
part of an agricultural value chain and to introduce innovation like agri-
microinsurance and new technology to mitigate costs and reduce risks.

Even though a deeper analysis of the portfolio quality of the studied MFIs,
which is a key element for all investors, is missing in the research, the analysis suc-
ceeds in demonstrating that MFIs are able to provide relevant services to small
farmers and finance their agricultural activities, if there is a strong commitment at
the highest level of the institution and the willingness to adapt the methodologies,
to innovate and to take well-balanced risk. The Grameen Crédit Agricole Micro-
finance Foundation can fully share this conclusion based on its own field experi-
ence with its partners. However, financing agricultural activities for small farmers
is not the sole responsibility of MFIs. It will only be successful with a strong com-
mitment from all stakeholders, especially regulators and funders, which also need
to adapt their methodology, approach, services and products. Only then have MFIs
the best chances to succeed with their agricultural lending efforts.

This thesis is a concrete example of how very good practical, field based re-
search can help practitioners and the sector in general to better understand some of
their key challenges and to open new opportunities for development and innova-
tion. The work of University Meets Microfinance in supporting such master stu-
dents in their field research and providing them with the opportunity to disseminate
their work is unique and extremely relevant.

I am convinced that the readers will share my pleasure of reading this work
to better understand how microfinance institutions can contribute to sustain a suc-
cessful agricultural microfinance business for the benefit of small farmers.

Philippe Guichandut , Paris, November 5th 2014
Head of Development and Technical Assistance at the Grameen Crédit Agricole Microfinance Foundation
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