SPEECH BY MR. OMUREMBE IYADI, MANAGING DIRECTOR, AGRICULTURAL FINANCE CORPORATION, DURING THE OFFICIAL OPENING OF THE 3RD AFRACA AGRIBANKS FORUM AT RED COURT, SOUTH C, NAIROBI, KENYA, ON 16TH -19TH  OCTOBER 2007
His Excellency the Vice President, Hon. Moody Awori,

The Minister for Agriculture, Hon. Kipruto Arap Kirwa,

The Representative of FAO-Calvin Miller

Director of IFAD

The Vice- Chair of AFRACA, Mr. Edward Mkwawa 

The Secretary General AFRACA, Mrs. Mary Nandazi

Representatives of various financial institutions from across Africa
Board Chairman and Board Members of Agricultural Finance Corporation,

Farmers’ representatives

Members of the Press present,

Distinguished guests,

Ladies and gentlemen, 

It is my great pleasure to welcome you all to this rare forum and to this beautiful Country of Kenya. May I also take exceptional recognition of our guest of honour the Hon. Vice president, Mr. Moody Awori, and the Minister for Agriculture Hon.Kipruto Arap Kirwa for finding time to be with us this morning. I wish to thank you both for accepting our invitation at very short notice. Indeed I am aware that both of you have other pressing engagements soon after this. I will therefore be very brief and request other speakers at this session to do the same. As a host of this important forum, I wish to thank all the delegates for investing their time and resources to  come and deliberate on one of the most omnipresent aspects of agriculture in Africa namely, Value chain financing. Do feel at home and enjoy the hospitality of the Kenyan people.

Hon. Vice President, ladies and gentlemen, as we will be discussing later on in this forum, the global business arena has become very dynamic and the local scene is not exceptional. Automation through ICT has enabled players to greatly improve their service delivery.  Increased competition has forced the big players and new entrants in the finance sector to downscale and target small businesses including agribusiness and households. 

AFC as development financial institution charged with the responsibility of developing agriculture and contributing to food security has since inception served a cross section of farmers, both small scale and large scale. However, in tandem with the new trend, we are now giving greater emphasis to the small scale farmer. In addition, we have diversified our services to address the financial needs of small scale processors and traders in the agricultural sector. Our focus remains the agricultural sector and therefore, for all intents and purposes, AFC remains a rural finance institution.

In response to competition and in pursuit of greater business opportunities, financial markets have been continuously segmented as each financial institution seeks to develop a niche market. Agricultural sector has not been spared from this development. This has largely been done with little consideration of value chain concept and particularly the dynamics and relationships that exist within a value chain. For example, our government through the Ministry of Agriculture has underscored the need for value addition and this needs to be addressed by financial service providers.

Hon. Vice President, ladies and gentlemen, it is necessary to underscore the need for provision of financial services to farmers. This is a segment that most private financial institutions have avoided in view of the inherent risks. It is for this reason that primary agriculture production has necessitated Government, and in the past donor intervention.  Because of diminished budgetary allocations, the sustenance of lending programs targeting primary production remains a big challenge to institutions such as AFC.  The lack of appropriate insurance products in the Kenyan market and in most of the member countries does not help the situation. I hope the insurance industry is listening.

Accordingly, we have recognized that the only way to remain sustainable is to diversify our products and services. And in order to ensure that we do not lose focus of our niche market which is agriculture, we find that we can best achieve our diversification strategy by exploiting opportunities within the agricultural value chain. As I have already indicated, we have developed products targeting agri-processors and agri-businesses. This we believe in the long run will lead to the sustainability of the institution and support the riskier segment of primary production which we must continue to finance to meet the development objective for which the Corporation was established. 

 Further, in our endeavor to remain sustainable, we have entered into partnerships with other institutions, both Government and non-government,  seeking to provide financial services to the agricultural sector, for example, Coffee Development Fund, Sugar Development Fund and the Ministry of Livestock and Fisheries Development and the GTZ. Under these programs, the value chain has been addressed; for example, under the Sugar Development Fund; we are financing cane development and production, transportation and other aspects of the value chain. Under the GTZ project, we are financing small scale manufacturing of improved energy saving devices at the farm level. This contributes to environmental conservation

To address more effectively the dynamics of value chain financing ladies and gentlemen, AFC is undergoing major transformation. First the Corporation has embarked on a comprehensive computerization program to automate our operations and service delivery and this is at an advanced stage. Secondly, AFC is also carrying out a comprehensive staff rationalization program. This will facilitate achievement of our strategic objectives which are clearly stipulated in our Strategic Plan 2005-2010.  These will ultimately redefine our market niche and give the corporation a competitive advantage over competition.

Mr. Vice-President and Mr. Minister Sir, this is a brief of the experiences we shall be sharing with our colleagues. Some of our colleagues share a similar background with AFC and we shall be keen to share their own experiences in turning around their institutions. Other institutions which have a commercial banking background or microfinance background will certainly be keen to share our experience in order to develop appropriate strategies as they venture into the challenging area of agricultural financing. We at AFC intend to take advantage of lessons from across the globe in order to transform our institution into an effective vehicle for achieving the millennium goals and or country’s vision 2030.

With these few remarks ladies and gentlemen, it is my pleasure to call upon Mr. Mr. Patrick Kariuki Kinyori, Board Chairman of Agricultural Finance Corporation to address the forum and invite the Hon. Minister for Agriculture to proceed with the programme.

Thank you so much.

Omurembe Iyadi

MD, AFC
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