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- In 23 Asian countries



Expanding Outreach of s
Rural Financial Institutions
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= defining rural’ﬁﬁ%fﬁce—agrlcultural finance
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and outreach
= the building blocks of a sustainable outreach
= concluding statements
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Defiriing rural firjzernce
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_______ provision of financial services
e —

credit, savings, payments, and insurance
to -

rural individuals, households, and
ﬁnierprjges, both farm and non-farm, ..
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Agriculitral finzrice
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" as a subset of rural finance,
Involves financing agricultural
and agri-related related activities
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transporting, distribution,

[rlzi£etlng




= the provision of rural products and services
to the rural areas,

= the access of the rural workers, to these
products and services and

Wbsoﬁi Ve caﬁacities ﬁﬂm ize these



1 _ deflnlng thE‘t’afgﬁt cllentele

f—

2. building a diversified rural financial
Infrastructure

3. promoting a conducive policy.and
regulatory environment
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Caiegory of Target Cliernts

Commercial
farmers/fishermen

/ Value adding —
Or sme-linked or owning -

/ Self-sufficient,
small surplus farmers/fishermen

N

sistence farmers/fishermen

Marginal farmers/fishermen
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o commerC|a1 farmers/flshermen
= corporate farmers/fishermen and
= l|arge cooperatives -
- with large tract of land,

geutiose rural activities h achieved.ani.
ﬂy@ﬂ@ﬁm&ﬂﬂ%ed to world

markets
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oWl fariners/fisnanman.
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smaII to mediumiscale farmers/flshermen as
~ wellas cooperatives and self-help groups

which have

- expanded their activities beyond preduction,
toward processing and marketing, albeit on

ﬂmaller Scale e ———
ﬂgﬂiﬁkmmt or to

International trade through traders
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~ By all indications, these top two categories are

——

financially self-sufficient and are linked to
the mainstream commercial banking system
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subsistence

- self-suffi(zl/ent with surplus
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there isia need for full'support
and continueUS' ACCESS



Subsistence farmers/fishermen

- may own a piece of land but this can
hardly make both ends meet.

- may also be tenants, share-croppers,
landless agricultural labourers.

However, are considered bankable

or capable of self-sufficiency - an ideal
area for expanding outreach

SR
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~ = perennially financially deficit
= soclally excluded

= disadvantaged

= geographically disenfranchised

= gway from socio-econemic centers -
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Horizontal expansion
or vVeriical lnrensiflceartor)




BAAC CREDIT TECHNOLOGY

S OINIFEAEIENY A CROUP CUARANEEIN

SAF arves about
96% of agri farm
households



‘selective targetingl -
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= differentiation
= priority sector




2. Building a diversified
rural financial structure
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External
players

2

>buyers

consumers
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Other
external
players

Agro-
Money orporation ‘
lenders
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oriate organizational structure
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= appro
= Strong human resource

= A

oriate systems and procedures

ropriate products and services

oriate strategies
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Other
external l
players
Financial —~
intermediary borrowers
=
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Agro-
Money orporation
lenders



Reserve [ = W% Government
Bank of &> 'of India
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'SCHD Comm. Banks Regional Rurﬂ%
(84) (95)

Branches
(1219)

Il (12407)
|

Rural Branches Rural Branches
(30776) (11731)



*FARMERS 6

*AGRICULTUREAL VILLAGE
COOPERATIVES FUND

sFARMERS'ASSOCIATIONS BOHHOWERS

BORROWERS
ENTREFPHRENEURS

(SMEs)

BORROWERS
@ LOOCAL @

COMMUNIT Y ADMINISTTRATICN
ENTERPRISE BORROWIERS
BORHMOWERS
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Management Core Banking Delivery
Support System System System
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CUSTOMERS

Customer Relationship Management
System & Network Infrastructure

PT. Bank Rakyat Ino’onesi




= |n most cases, where the government-
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owned rural financial institutions are heavily
supported, these RFIs lagged behind and
microfinancial institutions (MFIs); sprouted.
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NGO-microfinance providers
and
NGO-MFEIs




— here are de‘fETﬁth types of financial
Institutions in Asia today and given each
country’s cultural diversity and historicity,
there appears to be no single best.type.
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= In margmal “areas, small self help groups
~ which are savings- oriented and operate at
nominal costs, appear to be suitable.

= |n high potential areas with surplus
agriculture and profitable rural‘micre-
enterprise activities, rural banks, large
anciall cooperatives a% —————
' (0] ranches may

Sultable



wholesale financing institutions;-linkiﬁ;g with
retail financing institutions
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~ = micro-finance institutions (_Cambi Ii) =
= small'farmers’ cooperatives (Nepal)
= rural banks (Philippines)

= regional rural banks (India)

= cooperatives (Thailand)
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" = Land Bank through the People’s Credit

Finance Corporation
= Vietham Bank for Agriculture and Rural

Development through the Vietnam Bank for
the Social Policy

%adesh through the Pi”i Karma___"i




Branches.and. office:

= BAAC throughiits branches and field offices

= BRI through its Unit Desas

= Sanasa Development Bank through its thrift
and cooperative societies

= Bank BUKOPIN through its cooperative =
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A SMALL ECONOMICALLY HOMOGONEOUS

AND AFFINITY GROUP OF RURAL POOR
VOLUNTARILY COMING TOGETHER

CONFLICT SOLVING
THROUGH COLLECTIVE
LEADERSHIP AND
MUTUAL DISCUSSION

TO SAVE SMALL
AMOUNTS
REGULARLY

COLLATERAL FREE LOANS
USE OWN FUNDS FOR WITH TERM DECIDED BY
INTERNAL LENDING THE GROUP

T —

TO MEET THEIR MARKET DRIVEN
SMALL / EMERGENT ACCESS BANK RATES OF
NEEDS LOANS FOR IGA INTEREST -
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~ = [inkages with existing| informal grassroot
structures, such as farmers’ associations,
production credit groups or semi-formal
INstitutions such as women'’s uniens:and 2

cooperatives.

‘-’h —2 =

e




LinksSawithdniiernmaldender:
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. H‘tton National Bank Ilnklng with V|Ilages —
£_-.=
through prominent individuals and leaders,

loosely called barefoot bankers
(Gami Pubuduwa Scheme)
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= [ the Philippines, a rural bank had

— experimented with an agricultural joint-
venture called a corporative, built on the
concept of shared capital and ownership

between the bank and the rural.clients,
= The rural bank and the rural clients own the

ﬂporaﬁon at the start. —————
ﬂgﬁumm share on a

pre-agreed term and time,
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~ = Rural financial'institutions also reach out to
Inaceessible highlands and mountainous
areas, through their mobile banking services
(various highland development projects) or

through service posts (BRI), where banking
ﬁyjces are offered not daily but weekly. =
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~ - 1Ae geographic expansion (creating field offices,
pbranching) and the formation of small farmers'
groups should be done at an appropriate pace so
as not to jeopardize an institution's implementation

capabllities.
= A too rapid expansion may lead to,inadeguate
ﬁ,erwsmn poor control and limited interaction _.’

QMM the number of

ssive small farmers" groups.




Risk mitl
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Flnally let us'loek atthe structure of risk
mitigation, which are provided by insurance
agencies, guarantee mechanisms, product
pledging, warehousing receipts, contract -
farming, joint marketing linkages between

financial institutions and farmer clients...
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— 3. creation of a

conducive policy environment
and -

regulatory framework. i
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= Restructuring, reform to strengthen outreach

= Some reform strategies include:
privatization, autonomy in management,

opening ownership to clients, expansion of
B
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NGOs and MFIs
can move

__Into mainstream banking i
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= |n'line with comprehensive regulatory.
framework, MFI networks and apex
services of networks are being promeoted in
many countries. Many rural financial

' set-ltutlons are now able to.conduct allied
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_Relaxation on'the policy off branching has
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expanded outreach and converted

branches into profit centers




Folicy or owrnersnly

Expanding ownership of rural financial
institutions provided financial Incentives to
rural clients.
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Follcy orl goverriarce
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A strong policy en corpoerate governance and
transparency provides a shield for
anomalies that may arise.
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_services
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__= Design of services taking ease and cost-
~ saving efforts into consideration.
= New products (Govisarupatha Credit Card

for Farmers by Seylan Bank) to enable small
farmers to purchase their agricultural needs

theut-having to go personally to the banks.
T —
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Folicy or cagliallzator)
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= Policies on minimum capitalization of small’

£—_

rural financial institutions (such as in
Philippines, Cambodia, and Indonesia)
provide impetus for an expanded outreach.
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= A clear policy on supervision by regulatory
authorities or an apex body and on self-
regulation through second-tier autherities,
iIncluding mandatory and voluntary adoption
‘J‘.prudential norms can enhance outreach.
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= WWhen stakeholders, including the poor,
participate in the development of the rural
financial system, outreach is enhanced.

= Such as In the support given by unlversmes




Concluding statement
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Where do we go from here?
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