
EXECUTIVE SUMMARY

Business partnerships between last mile firms1 – 
such as agribusinesses or ag-focused technology 
providers – and financial institutions (FIs) present 
a high-potential opportunity to improve the delivery 
of financial products and services to smallholder 
farmers. 

On one side, last mile firms have on-the-ground 
operations, knowledge of agriculture, and close 
connections with (or platforms reaching) farmers 
that can lower risk and cost for FIs interested 
in working with the hard-to-reach smallholder 
segment, while also contributing streams of 
data to better assess smallholders and design credit 
and insurance products. Not counting technology 
platforms, input suppliers and traders or off-takers 
touch at least the 40% of smallholder farmers who 
are not subsistence farmers.2 Indeed, value chain 
actors in Africa already provide 50% more lending to 
smallholders than FIs ($3 billion to $2 billion).3  

On the other side, FIs provide products that 
can improve farmer productivity, resilience, and 
purchasing power, making smallholders a more 
attractive market for agribusinesses and technology 

1    For the purposes of this report, “last mile firms” refers to: 1) businesses working directly 

with farmers such as extension providers and off-takers and, (2) Technology providers who 

have developed technologies / platforms where smallholder farmers are a specific target 

market.

2    Applying the CGAP (2013) estimate for smallholder segmentation.

3  RAF Learning Lab and ISF 2016. Inflection Point: Unlocking growth in the era of farmer 

finance.
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providers. This support can improve last mile firms’ 
offerings for farmers, and farmer loyalty, without 
requiring last mile firms to provide these financial 
products themselves. Research by the Rural and 
Agricultural Finance Learning Lab and the Initiative 
for Smallholder Finance (including 2016’s Inflection 
Point and shorter briefing notes) have highlighted the 
potential benefits from these types of partnerships. 

However, last mile business partnerships for 
smallholder finance remain in early stages across the 
industry, and the process of forming partnerships is 
easier said than done. FIs are wary of partnership 
formation because they perceive smallholder 
farmers as risky, are not comfortable with 
innovative approaches to farmer finance, and 
often lack agricultural knowledge. Further, natural 
risk aversion, institutional rigidity, and multiple layers 
of approval within FIs make it a difficult and lengthy 
process to get agreements in place. For last mile 
firms, limited negotiating power – often due to 
small size or a scarcity of possible FIs with which 
to work – and insufficient knowledge on how to 
develop partnerships impedes their ability to get 
partnerships in place. 
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The Appendix of this note is a guide for last mile 
firms seeking to form partnerships. It provides a 
list of considerations and recommendations for 
designing and operating partnerships, starting with 
the launch stage: find the right FIs, highlight the 
value proposition, develop a structured process 
for negotiation, and communicate openly. When 
partnerships are underway, last mile firms should 
look to: align on visions and clarify roles and 
responsibilities, create open communication 
and dynamic feedback, understand available 
capabilities and resources, and create 
accountability measures. 

SECTION 1: INTRODUCTION  

Our 2016 study of the sector, Inflection Point,4  
called for “progressive partnerships,” that is 
“the need for the smallholder finance sector to 
create and scale more and deeper partnerships 
designed to strengthen business model 
sustainability and increase reach.” Research by 
the ISF and the Learning Lab has touched on how FIs 
looking to serve smallholders directly can partner with 
last mile firms such as agribusinesses, or ag-focused 
tech providers. These last mile partners can (1) lower 
costs through existing connections and infrastructure 
on the ground;5 (2) lower risk by acting as a node for 
aggregating, assessing, and training farmers;6 and 
(3) provide agriculture and farmer-specific data that 
can improve credit assessment models and product 
design.7  

Other organizations are also beginning to explore 
the potential of such partnerships. Opportunity 
International is currently researching “value chain 
partnerships in practice,” from its perspective as a 
financial service provider, and IDH “has initiated a 
systemic, data-driven approach to understanding and 
improving service delivery models,” i.e. supply chain 
structures that leverage end buyers (“value chain 
investors”) to provide a range of services to farmers, 
including finance. 

4 Ibid. (Inflection Point)

5  Initiative for Smallholder Finance 2014. Briefing Note 6 – Lending a Hand: How di-

rect-to-farmer finance providers reach smallholders.

6  ISF 2015. Briefing Note 10 – Value Chain Financing: How agro-enterprises serve as 

alternate aggregation points for delivering financial services to smallholder farmers.

7  See: ISF 2016. Briefing Note 11 – The Rise of the Data Scientist: How big data and data 

science are changing smallholder finance; and RAF Learning Lab 2016. Learning Brief 1 – 

The business case for digitally-enabled smallholder finance.

The Learning Lab has commenced an 18-month study 
of the partnership-building efforts of four of these last 
mile firms: agribusiness and technology firms that were 
winners from the first Innovation Competition of The 
MasterCard Foundation’s Fund for Rural Prosperity.  
The purpose of the study is to derive insights from their 
experience about the motivation, process, business 
dynamics, and outcomes of business partnerships 
between last mile firms and financial institutions.  As 
these projects and their related partnership efforts are 
still in early stages, many insights are still forthcoming.  
However, the baseline findings already shed light 
on partnership potential, motivation and process. 
This learning brief summarizes these early 
insights for financial institutions or value chain 
actors looking to serve smallholders, and their 
investors and funders.

While there is no “one-size-fits-all” approach, 
successfully forming and maintaining partnerships 
appears more likely when there are strong relationships, 
structured processes, and resources dedicated to 
managing partnerships. Firms also appear more likely 
to overcome partnership challenges if the following 
internal and external supporting factors are in place:

PARTNER CHARACTERISTICS
1. FI strategic commitment to work with smallholder 

farmers
2. FI dedicated partnership teams
3. Last mile firm connections with a large farmer 

base
4. Last mile firm capability to build and demonstrate 

a strong business case 
5. Character of the partner organizations and leaders

ENABLING ENVIRONMENT / ECOSYSTEM
1. Government policies prioritizing financial inclusion 

or empowering ownership by farmers
2. Social, economic and political stability
3. Financial sector competition
4. Presence of digital or mobile services

DONOR SUPPORT / MARKET FACILITATION
1. Technical assistance to support product 

development, improve agronomic knowledge, and 
build capacity

2. Coordination support and honest brokering for 
partnership design and set up

3. Catalytic (targeted, time-bound) credit guarantees 
that support partnership piloting and testing

https://www.idhsustainabletrade.com/approach/service-delivery-models/
https://www.raflearning.org/post/inflection-point-unlocking-growth-era-farmer-finance
https://www.raflearning.org/post/lending-hand-how-direct-farmer-finance-providers-reach-smallholders-0
https://www.raflearning.org/post/lending-hand-how-direct-farmer-finance-providers-reach-smallholders-0
https://www.raflearning.org/post/value-chain-financing-how-agro-enterprises-can-serve-alternate-aggregation-points-for
https://www.raflearning.org/post/value-chain-financing-how-agro-enterprises-can-serve-alternate-aggregation-points-for
https://www.raflearning.org/post/rise-data-scientist-how-big-data-and-data-science-are-changing-smallholder-finance
https://www.raflearning.org/post/rise-data-scientist-how-big-data-and-data-science-are-changing-smallholder-finance
https://www.raflearning.org/post/learning-brief-business-case-for-digitally-enabled-smallholder-finance
http://frp.org/competitions/innovation-competition
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Foundation’s Fund for Rural Prosperity (FRP): Prep-
eez, Kifiya, Empresa de Comercialização Agricola 
(ECA), and Biopartenaire (Figure 1). 

The more commonly told story is that of FIs searching 
for on-the-ground partners, however, these FRP 
winners provide an opportunity to look at things from 
the other side of the table. These innovative last 
mile firms are looking for partners who can provide 
financial services to boost their overall offering to 
smallholder customers or suppliers. The findings 
presented here draw from documentation and on-
the-ground interviews with the FRP winners and their 
current or potential partners in the finance sector. 
The team has also spoken with smallholder farmers 
(where possible) to understand the perceived impact 
from partnerships.

Because all partnerships assessed are either 
still being negotiated or are in the early stages of 
development, this brief focuses on the motivations for 
developing partnerships, the challenges encountered 
in partnership formation, and the factors that support 
partnership formation. The appendix of this brief 
provides a preliminary guide for successful 
partnership negotiation and follow-through, 

However, business partnerships between last 
mile firms and FIs for smallholder finance are 
still uncommon or in early stages of development 
in sub-Saharan Africa. FIs ranging from Equity 
Bank to ABN AMBRO are now working to build such 
partnerships on the continent, and recently launched 
initiatives such as Mercy Corps’ Agrifin Accelerate 
and AGRA’s FISFAP work to foster them.8 But these 
efforts represent the exception rather than the rule, 
and it is too early for results or demonstration effects 
to be seen. Especially for innovative agribusinesses 
and other last mile firms, developing partnerships with 
FIs remains a challenge, with a myriad of perceived 
risks and ambiguities impeding their development.
 

This brief highlights findings from baseline research 
for an ongoing 18-month study conducted by the Rural 
and Agriculture Finance Learning Lab, in conjunction 
with Dalberg, on how last mile partnerships can 
enable the growth of smallholder finance, and 
the key success factors for developing such 
partnerships. The study focuses on assessing 
partnership development of four winners from the 
first Innovation Competition of The MasterCard 

8  The MasterCard Foundation funds many of these efforts as well as the Learning Lab.

FIGURE 1: LAST MILE FIRMS STUDIED AND TARGETED PARTNERSHIPS

WHO   WHERE WHAT



SPOTLIGHT I: KIFIYA
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KIFIYA PARTNERSHIP MODEL

Kifiya is an Ethiopian company that develops digital financial service infrastructure, i.e., transaction 
platforms and distribution channels, that:

1. Provide payment services (such as for utility bills and transit tickets) through agents and merchant 
network

2. Partner with and enable MFIs to provide branchless banking services through cooperatives

3. Develop and deliver micro insurance products to smallholder farmers

Kifiya’s infrastructure operates in both urban and rural settings. Kifiya has developed multiple partnerships 
with financial institutions – such as MFIs and insurance companies – to leverage the infrastructure they have 
built.In developing these partnerships, Kifiya seeks financial institutions that can improve customer acquisition 
and drive greater volume of transactions through this infastructure. 

Kifiya recently designed an agriculture-focused micro-insurance product and sought insurance companies 
who could underwrite the risk and help scale up the product. The two biggest insurance companies in Ethiopia 
– the Ethiopian Insurance Agency (EIA) and Oromia Insurance Agency (OIA) – have subsequently partnered 
with Kifiya to roll out and test this product, with 2,000 farmers participating in the pilot so far. Both insurance 
companies state that the product developed by Kifiya is far superior to other micro-insurance products given 
its high level of predictability (using satellite data working on a 1x1km pattern) which allows better pricing 
and measuring of risk. Indeed, EIA believes that this predictability, combined with Kifiya’s transaction 
platform, can reduce the cost of offering insurance to farmers by up to 60%. This approach could play 
a pivotal role for insurance companies to achieve the stated goal of insuring over five million farmers 
in Ethiopia over the next five years.

Utility 
companies

Insurance
Lending          
(7 MFIs)

Transit 
companies

Multi-purpose cooperatives 
(contains Kifiya agent)

Provide extension support, inputs, 
finance products etc.

   Kifiya platform 
One-stop-shop for MPC 
to facilitate transactions
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• Reduced balance sheet pressure: 
Agribusinesses, such as Biopartenaire, often 
provide input loans to farmers when no one else 
will. Agribusinesses may lend more competitively 
than FIs (because they can cross-subsidize with 
profits from off-taking) but may also face cash 
constraints, and many don’t want to be in the 
finance business. FIs can take this lending off 
agribusiness balance sheets and free up capital 
for the business. 

• Lower transaction costs: Branch, agent, and 
mobile networks overseen by financial institutions 
can be used to facilitate payments and collection 
to farmers. This change can dramatically lower 
costs for last mile firms.

• Reduced administration costs: Bookkeeping 
and monitoring of farmer lending and repayment 
cycles can be costly. FIs may have better systems 
to manage these processes.

• Piggy-back on technology investment: 
Partnering with financial institutions can enable 
last mile firms to access digital solutions 
(payments, software) they could not afford to 
develop on their own (and vice versa). 

FINANCIAL INSTITUTION MOTIVATIONS 
– VALUE OF LAST MILE PARTNERS 
FIs that participated in the study indicated that the 
main motivators for partnerships with last mile firms 
include reduced cost of customer acquisition, product 
distribution, and product development, along with 
better risk management. FIs also mentioned access 
to additional streams of data as an area of interest, 
although there is significant ambiguity around use of 
data. 

SHARING COST AND RISKS
The FIs interviewed are all looking to better serve 
smallholders, but find it challenging to do so profitably. 
Figure 2 below shows the major value-adding 
activities of last mile firms as perceived by FIs – 
farmer aggregation, off-taking, technical assistance, 
interfacing with farmers, and know-your-customer 
data – and how they can help reduce costs or risk.

Smallholders are hard to reach, often with low 
transaction values, so financial institutions are 
motivated to partner to reduce the costs of 
customer acquisition and product distribution, 
as well as product development.   

intended for last mile firms based on findings thus far. 
An additional brief published, following the endline 
study, will outline in greater depth the business 
dynamics and results from partnerships observed 
and the factors that helped these partnerships either 
succeed or fail.

SECTION 2: MOTIVATIONS FOR 
FORMING PARTNERSHIPS 

LAST MILE FIRM MOTIVATIONS
Last mile firms seek partnerships with FIs9  because 
they provide an avenue through which to increase 
product offerings, improve productivity and spending 
capability of smallholder farmers, and can free up 
capital in the case of value chain actors already 
lending to farmers. 

Top line (revenue) motivations for bringing on a FI 
partner include:
• Improving farmer performance: Savings and 

credit can help farmers purchase productivity-
enhancing inputs and insurance can improve 
resilience against external shocks. For off-
takers such as ECA and Biopartenaire, improved 
farmer performance ensures higher volumes for 
processing and off-taking.

• Increased volumes of sales over existing 
last mile infrastructure: For last mile input 
providers, financial services improve farmer 
ability to purchase goods and services through 
the provider’s existing infrastructure. They also 
can help drive transaction volumes, fees, and 
commissions for technology platform providers.

• Opportunities for rollout of new financial 
products: Last mile firms may develop financial 
products for areas where they know latent 
demand exists. FIs can assist with the rollout of 
these products.

• Increased farmer loyalty: An expanded array 
of services (including non-agricultural financial 
products) made possible by FIs can generate 
greater farmer loyalty to the last mile partner.

In addition, last mile firms can leverage FIs to 
reduce their costs and risk through:

9  Financial institutions may include mobile network providers if they provide a mobile 

money platform.
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facility. Biopartenaire helps de-risk farmers for 
lenders by providing agronomic, agribusiness and 
financial literacy training, and by identifying which 
farmers are actually able to significantly boost 
productivity using financed inputs. FIs also 
noted that the knowledge last mile firms have of 
farmer income and crop cycles is valuable for lower-
risk product development, specifically in tailoring 
products to meet farmer needs and determining which 
products to offer which customers. More generally, 
some see last mile firms as a way to strengthen client 
relationships and farmer trust.

For example, in Ghana, Prep-eez intends to allow 
multiple financial institutions to access the records 
of farmers they work with, reducing FI costs of 
identifying farmers to whom they can offer financial 
services. In Ethiopia, Kifiya’s platform serves as a 
central channel that insurance companies can use to 
sell their products, reducing the costs of establishing 
distribution channels to reach farmers. Digital 
technology plays an important role in these examples, 
and financial institutions are often able to benefit from 
technology investments made by last mile partners.

Partnerships also reduce risk for FIs, increasing 
their willingness to offer services to farmers, 
as described in the figure above under “credit risk 
management.” In Mozambique, ECA (an off-taker) 
conducts due diligence on farmers, and absorbs a 
portion of credit losses in on-lending from a bank 

FIGURE 2: HOW PARTNERSHIPS IMPROVE VIABILITY OF FINANCIAL SERVICE MODELS AS 
LAST MILE FIRMS SHARE COSTS AND RISK
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SPOTLIGHT II: BIOPARTENAIRE (BARRY CALLEBAUT)

Operating in Côte D’Ivoire, Biopartenaire – a subsidiary of Barry Callebaut – is a specialized village-to-port 
cocoa bean supplier. Biopartenaire provides farmers with quality inputs for cocoa production and 
collects in-kind payment at harvest time by taking delivery of the cocoa. The firm also delivers on-
the-ground extension support such as cocoa tree pruning and agribusiness/financial literacy training. 

Barry Callebaut’s core business of cocoa sourcing aligns its interests closely to the goal of increasing farmer 
productivity. Thus, its long-term objective for the Biopartenaire service delivery model is just to be cost-neutral 
(currently it is loss-making). But it aims to outsource the finance component of the model, taking the lending 
off its balance sheet.10 

Biopartenaire approached Advans (a microfinance institution), for support in implementing a savings and credit 
product which Biopartenaire had developed for its cocoa farmers. Being an urban focused MFI, Advans did 
not have much experience working in the cocoa industry, but was looking to enter the cocoa value chain 
due to its large presence in Côte D’Ivoire and potential for widespread impact. Biopartenaire’s farmer-tailored 
solution eased the burden of developing an appropriate financial product. Biopartenaire’s knowledge of the 
needs and capacities of cocoa farmers has also enabled them to advise on specifics for the financial 
products that Advans offers to farmers, thereby reducing risk. For instance, Biopartenaire helped Advans 
determine appropriate (in this case smaller) loan sizes based on its knowledge of farmer productivity and 
revenues – averting a situation in which many farmers might have been unable to make their loan repayments. 

10.  Sourced from IDH’s (2016) “SDM Case Study: Barry Callebaut, Côte d’Ivoire.”

BIPOARTENAIRE CURRENT PARTNERSHIP MODEL FOR SAVINGS PRODUCT

Farmer 
groups - each 
farmer group 
has a village 
coordinator 
who acts as 
a distribution 
point for inputs

Advans provides farmers 
with  a savings product 
and a mobile channel for 
deposits

Biopartenaire 
sustainability 
department

Biopartenaire provides 
Advans with a custom-
er base for their savings 
product

Savings

Biopartenaire provides credit, 
using the savings as collateral

https://www.idhsustainabletrade.com/resource/sdm-case-study-barry-callebaut-cote-divoire/
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systems they currently use. Of equal concern is that 
FIs have a lack of trust in alternative data provided 
by last mile firms, requiring verification of the data’s 
quality and accuracy with limited capacity to carry out 
this verification by themselves. 

SECTION 3: CHALLENGES TO 
PARTNERSHIP CREATION

Despite the perceived benefits, establishing and 
maintaining partnerships is proving challenging 
in practice. Some of these challenges are unique 
to last mile firms and FIs, while others are common 
to partnership formation regardless of the types of 
entities involved.

CHALLENGES FOR LAST MILE FIRMS
Last mile firms seeking partnerships with FIs 
experience major challenges, including:

• Proving the commercial benefit of a 
partnership. FIs are often larger, more established 
companies than the last mile firms pushing for 
partnership. Consequently, it can be difficult 
and time consuming for last mile firms to build 
credibility and grow into a size (by customer base 
and revenue) that is attractive for FIs. Further, last 
mile firms often have insufficient internal capacity 
and capability to broker partnerships and develop 
systems and documentation that FIs are looking 
for. Similarly, they may not speak the same 
language as banks to appeal to their business 
interests, or understand FI data requirements 
enough to transform knowledge and data into 
attractive assets.

FINANCIAL INSTITUTION MOTIVATIONS 
– VALUE OF LAST MILE PARTNERS 
(CONTINUED)

 ACCESS TO ALTERNATIVE DATA
New data sources beyond financial payment data 
were identified as another value-add that FIs may 
seek through partnerships with last mile firms. As 
highlighted in ISF’s 2016 “Rise of the data scientist,” 
alternative data, which last mile firms can provide, 
may play a significant role in reducing informational 
asymmetries and lowering lending risk. (The Learning 
Lab’s recent study on digitally enabled smallholder 
finance looks at the role of alternative data credit 
scoring in the context of broader digitalization efforts.) 
Grameen Foundation, drawing from its work with 
Musoni, points out that the value from such data lies 
not just in credit scoring but in broader data analytics 
and operational change management targeting 
behavior of both staff and clients. 

Our interviews with financial institutions indicate there 
is an interest in data that last mile firms can provide, 
especially on individual farmers and their agriculture 
activities (e.g., farm size, crops grown, market prices, 
and farm revenue). However, financial institutions 
remain unwilling to use this data until significant 
verification has taken place. 

FIs indicate that they are interested in agriculture-
specific data because they often know little about 
agriculture and have few other data sources by which 
to adequately assess smallholder farmers. That said, 
FIs require a better understanding of how to use this 
data, and how the alternative data aligns with the data 

FIGURE 3: CHALLENGES TO PARTNERSHIP CREATION

Challenges for 
last mile firms

Challenges 
for financial 
institutions

General 
challenges

• Proving the commercial benefit of a partnership

• Finding the right department within financial institutions 

• Getting access to the key business units within financial 
institutions and buy-in across the board for partnership

• Getting useful data and ensuring the validity of that data

• Agreeing on cost and revenue sharing

• Developing effective operating models

• Overcoming enabling-environment hurdles

https://www.raflearning.org/post/rise-data-scientist-how-big-data-and-data-science-are-changing-smallholder-finance
https://www.raflearning.org/post/learning-brief-business-case-for-digitally-enabled-smallholder-finance
https://www.raflearning.org/post/learning-brief-business-case-for-digitally-enabled-smallholder-finance
https://www.slideshare.net/secret/4Ty5tzuvh86M3L
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Prep-eez is a Ghana-based agribusiness that runs an information delivery and communication platform that: 

1. Provides information and extension support to farmers using interactive voice response (IVR)

2. Collates data on farmers, such as farm size, crops grown, crop status, and demographics

3. Provides an online platform that allows for financial institutions to connect with and lend directly to 
farmers (still under development and negotiation)

Prep-eez also has business units that provide inputs to farmers and purchase produce for processing and 
packaging. Prep-eez has a diverse set of current and potential revenue streams, including fees for service 
to farmers and commissions on insurance products, but the earnings from sourcing and marketing farmer 
produce are key to its overall model.11 

Using existing connections with farmers and knowledge of agriculture, Prep-eez is in the process of developing 
a platform that acts as a one-stop-shop for financial institutions to access previously unavailable information 
on farmers, allowing lending and insurance decisions to be made based on the data available. The financial 
institutions that Prep-eez is currently in negotiation with – including the Ghana Agriculture Insurance Programme, 
Ecobank, and Fidelity Bank – all acknowledge the strong value proposition Prep-eez offers through the data 
they are collecting. For example, Ecobank states, “We don’t know much about farmers and have little data about 
them – any data that can be provided by a partner is useful” and GAIP notes, “What data you receive shapes 
your thinking.” Indeed, financial service providers in Ghana believe that the data agribusinesses provide 
can improve the viability of assessing smallholders for financial products. However, understanding how 
to best use this data, and gaining the required internal approvals to move ahead in a partnership with Prep-
eez remains ambiguous and challenging. The Learning Lab looks forward to checking on progress in follow 
up research.

11.  For more information, the Prep-eez model was covered by AGRA’s (2016) Digital Harvest studies of ICT4Ag business models.

SPOTLIGHT III: PREP-EEZ

Insurance 

(under negotiation)

Credit and savings 

(under negotiation)
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Other Prep-eez 
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profiles

Farm and 
farmer data

Extension 
support

Provide 
inputs

Purchase 
produce

PREP-EEZ ENVISIONED PARTNERSHIP MODEL

https://www.raflearning.org/post/ict4ag-business-models-how-sustain-and-grow-digital-harvest
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shared unique identifiers may make it difficult to 
merge data on individual clients.

GENERAL CHALLENGES
Like other types of partnerships, those formed 
between FIs and last mile firms face complications 
inherent to business partnerships, including:

• Agreeing on cost and revenue sharing. 
Partners often struggle to align their business 
models and negotiate mutually agreeable cost 
and revenue sharing arrangements. For instance, 
costs to educate and train farmers (e.g., on the 
value of financial products) can be significant. 
Last mile firms may look for support from FIs to 
help meet these costs. While FIs may indicate 
willingness to provide financial literacy during loan 
application processes, small margins and limited 
capacity make it difficult to for them to offer much 
more than very basic support. 

Smallholder finance is not a high-margin business. 
Because the zone of possible agreement (in 
negotiating terms) is quite small, partners 
may need to be very transparent about costs, 
revenue requirements, and broader motivations 
in order to reach an agreement. In some cases, 
agribusinesses are just looking to break even on 
services to farmers, as their business model is 
primarily driven by profits from off-taking activities. 

• Developing effective operating models. 
Partnerships typically under-invest in central 
coordinating roles. Managing functions to ensure 
the smooth operation of partnerships – including 
scheduling meetings, drafting documents, tracking 
progress, monitoring milestones, and updating 
partners – is time consuming and requires 
dedicated staffing. A lack of active management 
can result in partners struggling to align on roles 
and responsibilities, leading to disagreements 
and potential dissatisfaction with the partnership. 

• Overcoming enabling-environment hurdles. 
Political and economic stability as well as policy 
environments have significant influence on 
the potential for getting partnerships in place. 
Country context can have a crucial influence on 
the success of partnership formation.

• Getting access to the key business units 
within financial institutions and buy-in across 
the board for partnership. Most FIs in sub-
Saharan Africa do not have dedicated agriculture 
teams with expertise in agriculture value chains. 
Last mile firms working with smallholder farmers 
and seeking partnerships are often left talking to 
corporate social responsibility (CSR) or “inclusive 
business” departments within banks. While these 
departments may provide useful entry points 
into FIs and may be invaluable for navigating 
the complexities of approvals needed to set up 
partnerships within FIs, they are often limited 
in their ability to influence the decisions of the 
business units critical for partnership success. 
They may not be able to deliver the commercial 
products or terms that are best suited to meet the 
long-term needs of last mile firms or farmers. As 
noted by the Agrifin Accelerate team, last mile 
firms need a champion with a mandate to pursue 
ag, and also active stakeholders and buy-in 
across the full range of silos within a bank.

CHALLENGES FOR FINANCIAL 
INSTITUTIONS
For FIs, challenges of entering partnerships with last 
mile firms include:

• Overcoming institutional and systems 
rigidity. FIs are risk averse by nature, which 
makes it difficult to approve and adopt “innovative” 
approaches or to work with businesses that are 
deemed to be working in “risky” areas. Risk 
aversion results in multiple levels of hierarchy 
operating across multiple departments within 
FIs where approval must be given before new 
products or partnerships can be set-up. Where 
there is buy-in, FIs find it difficult to adjust their 
systems to integrate with last mile firms’ systems 
and approaches.

• Getting useful data and ensuring the validity 
of that data. With limited precedent for using 
alternative data and little expertise in the agriculture 
sector, financial institutions are skeptical about 
data provided by last mile firms. Significant risk is 
involved in using data that the financial institutions 
did not collect or may not understand, and internal 
risk management teams are reluctant to use data 
that has not undergone significant levels of testing 
and analysis. Where data has been assessed, it 
is not uncommon for last mile firms to collect the 
wrong data, or present data in a way that cannot 
be used by financial institutions. On top of this, 
systems-interoperability and the absence of 
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SPOTLIGHT IV: EMPRESA DE COMERCIALIAÇÃO AGRICOLA (ECA)

ECA is a company operating in rural Mozambique as an off-taker and processor of maize. ECA also 
provides input financing to farmers whereby the company distributes loans and collects repayments, which they 
deduct from the harvest to pay the loan. ECA can improve the viability of financial services for smallholders not 
just by sharing risk on farmer repayments, but also by providing farmers with education and training, identifying 
who should receive financial services, and offering market access. ECA has built close relationships and 
strong levels of trust with smallholder farmers – factors that could be invaluable for encouraging the adoption 
of financial products.

ECA is looking to achieve sufficient scale that its profits from core off-taking activities can cover the costs of its 
services to farmers. An annual loan facility from BTM supported by a credit guarantee from Rabo Foundation 
has in the past enabled pre-financing of inputs. Going forward, ECA wants to continue this type of partnership 
with banks and end buyers, which supports working capital management. It is also looking to partner to create 
a mobile payments solution for farmers that lowers transaction costs and improves security. Recently, 
ECA engaged Banco Oportunidade (BOM), who can potentially offer both the bank finance and the mobile 
payment solution.   

Despite these benefits, macro and socio-economic challenges are creating major obstacles to ECA’s 
partnership development. At the time of this study, Mozambique was experiencing political turmoil; conflict 
in the region where ECA operates has displaced 1000 farmers who were working with ECA, and led one 
off-taker to pull out of an agreement to pre-finance inputs. The country has also experienced major exchange 
rate depreciation, and the central bank has extremely limited liquidity. This change has driven up 
interest rates, increased commercial bank capital requirements, and reduced the amount available for lending 
– which is likely to affect potential partnerships with financial institutions. Further, the poor communication 
infrastructure and weak mobile money ecosystem has made a potential MNO partner, Vodafone, reluctant 
to enter into partnership with ECA to provide mobile money payments for farmers, as Vodafone would have to 
take up the entire cost of setting up the infrastructure themselves.

Loan facility Mobile money    Off-taker purchases

Annual loan 
to ECA

ECA buys and 
distributes inputs to 

farmers 

(under 
negotiation) 

Mobile payments 
solution for ECA 

farmers

ECA deducts input loan 
payments after harvest, and 

pays farmers (currently pay cash 
but working towards mobile 

payments)

Purchase 
maize from 

ECA

ECA

Farmer

INITIALLY ENVISIONED ECA PARTNERSHIP MODEL
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parties in the partnership will strongly affect the 
ability to establish and, more importantly, maintain 
a mutually beneficial agreement and strong 
working relationship between the organizations.

ECOSYSTEM / ENABLING ENVIRONMENT
1. Government policies. Policies that mandate 

or promote inclusive financial service provision 
are likely to boost partnerships. For example, 
the government in Ethiopia has delivered a 
mandate that insurance companies must insure 
over five million farmers over the next five years. 
This mandate has provided a strong negotiating 
position for Kifiya when approaching insurance 
companies on their micro-insurance product. 
Similarly, policies that empower ownership in 
rural communities – e.g., favorable land rights 
and collateral policies – or facilitate mobile 
money solutions, or allow for the pricing of risk 
into interest rates, all increase the willingness of 
financial institutions to enter new partnerships to 
serve farmers. 

2. Social, economic, and political stability.            
A stable operating environment is predictable 
and low risk, which encourages FIs to take on 
partnerships and use non-traditional avenues of 
providing finance that they would otherwise not 
consider in an environment of political, social, or 
economic turmoil. A lack of stability in Mozambique 
has often hindered ECA, where political strife and 
consistently changing rules from the Central Bank 
have created ongoing challenges for partnership 
formation (see ECA spotlight).

3. Private sector competition. Markets with more 
competitive dynamics promote partnerships 
because FIs are more willing to take innovative 
approaches to increase their market share. In 
Kenya, strong competition in the financial sector 
has driven FIs to look at innovative approaches, 
such as partnership formation, to grow their 
customer and deposit base.

4. Presence of digital or mobile services. Mobile 
systems facilitate data collection on customers 
in addition to disbursements and repayments 
of funds in rural areas. In doing so they serve 
as an intermediary between the farmers, last 
mile firms, and FIs, easing the operations within 
partnerships. Mobile network operators (MNOs) 
can therefore play an important role as a potential 
additional stakeholder in partnership discussions 
and formation.1210

12 While mobile telephony literally reaches the last mile, MNOs are not.typically...           
...able to play the full role of “last mile partners” given their need for external agents and 
limited understanding/relationships with farmers.

SECTION 4: SUPPORTING 
FACTORS FOR LAST MILE 
PARTNERSHIPS

Firms appear more likely to overcome the challenges 
to successfully form and manage partnerships if the 
following internal and external supporting factors are 
in place. These include partner characteristics and 
the strength of the broader ecosystem, as well as the 
activities of donors/market facilitators:

PARTNER CHARACTERISTICS
1. FI strategy and high-level commitment. FIs who 

have a strategy focused on agriculture or working 
with the bottom of the pyramid (BoP) are more 
likely to be interested in partnerships, as doing so 
helps fulfil their mandate. For example, KCB bank 
in Kenya has publicly stated that they intend to 
provide financial products to two million farmers 
within the next five years. Public statements like 
this create strong impetus for bank staff to seek 
methods, such as partnerships, to meet stated 
goals.

2. FI partnership teams. FIs that have a team 
specifically dedicated to forming and managing 
partnerships are often more open to innovative 
approaches, have experience in partnership 
brokering, and are better able to deal with issues 
that pose challenges in partnership formation. 
Partnership teams can also provide significant 
value in speeding up the process of partnership 
creation. 

3. Last mile firm connections with a large farmer 
base. Customer acquisition is a driving factor 
in partnership decision making for many FIs. 
Last mile firms that have existing and proven 
connection with farmers are therefore better able 
to provide a compelling value proposition for FIs. 

4. Last mile firm ability to develop and 
communicate a business case. Experts in 
agriculture and agribusiness may find it difficult 
to talk the language that experts in lending and 
financial products understand. Last mile firms 
need to be able to use “bank speak” to articulate 
how partnerships reduce risk and improve 
financial returns for FIs. Individuals within last 
mile firms (or even third parties) who can bridge 
communication challenges with FIs can help 
expedite the approval process. 

5. Character of the partner organizations and 
leaders. The character – including integrity, 
trustworthiness, and perseverance – of both 
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DONOR SUPPORT / MARKET 
FACILITATION
1. Technical support. FIs often have limited internal 

capacity to develop and test products tailored 
to smallholder farmers. External support from 
technical experts can help design appropriate 
financial products for smallholder farmers, build 
expertise on agriculture and agronomic cycles 
within FIs, and develop better business and 
operational practices within last mile firms. 

2. Coordination support and honest brokering. 
As noted previously, last mile firms and FIs often 
lack sufficient capacity and resources to effectively 
develop, design, and project manage partnerships. 
Donors can fund facilitation of the initial design 
and proof of concept for partnerships, as is 
happening in a few countries through initiatives 
like Mercy Corps’ AgriFin Accelerate,which fosters 
partnership development for digital finance for 
smallholder farmers in Kenya, Tanzania, and 
Zambia.

3. Credit guarantees for pilots and testing. Pilots 
are a useful way to test whether partnerships 
will work and create value for the stakeholders 
involved. Providing a guarantee during a pilot 
will increase FIs’ willingness to participate in a 
partnership by helping address risk (both real and 
perceived) and liquidity, thereby making credit 
committees within FIs more likely to allocate 
capital to partnerships. Short-term guarantees 
(catalytic as opposed to indefinite) focus on 
allowing partners to learn where the key value 
and benefit from partnership exists, and may be 
especially important for piloting uses of alternative 
data. Evidence suggests that these guarantees 
should be provided to FIs that have proven 
interest in working with smallholder farmers and 
not geared toward pushing FIs into the market.1311 
They should not be provided in isolation, and 
should be accompanied by technical assistance 
or coordination support, as outlined above.

IN SUMMARY
 
Partnerships between last mile firms and FIs have 
significant potential to improve the viability of financial 
service delivery to smallholder farmers. While those 
participating in developing these partnerships are 
excited and hopeful about their potential impact, their 
formation and successful delivery generally remains to 

13 See for example, Hansen et al 2012. “Assessing credit guarantee schemes for SME 
finance in Africa” AFR Working paper No. 123.

be seen, and it is too early to comment on the scalability 
of these partnerships. Nonetheless, FI interest in and 
optimism around the potential of partnerships to serve 
smallholder farmers is creating new opportunities, 
and support and incentives can help further develop 
such partnerships. The Learning Lab will follow the 
outcomes of partnerships currently pursued by FRP 
winners, and capture lessons on what models work 
best and in what context. Speaking more broadly, 
failures of partnerships should also be expected and 
accepted as part of industry growing pains. But those 
that do succeed will translate significant potential into 
outcomes that benefit FIs, agribusinesses, technology 
providers, and smallholder farmers alike.
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APPENDIX: PRELIMINARY GUIDE TO BUILDING 
PARTNERSHIPS WITH FINANCIAL INSTITUTIONS

Partnership formation is as much an art as a science. Successful partnerships are more often built on 
relationships and trust rather than financial models or well-developed project plans. The challenges to 
developing partnerships may be further exacerbated when agribusinesses or technology providers try to lead 
partnership formation with FIs – a result of most FIs’ strong risk aversion. Initial observations do, however, suggest 
that there are considerations and activities that last mile firms looking to partner with FIs can undertake to increase 
the likelihood of success in forming partnerships. 

         WHY THIS IS IMPORTANT

Look for financial 
institutions (FIs) with 
a stated strategy in 
agriculture or serving the 
BoP

            CONSIDERATIONS

1. SEEK PARTNERS WITH ALIGNED INTERESTS AND RELEVANT EXPERIENCE

Look for FIs with a strong 
distribution footprint

Access to rural populations is a key factor in service delivery. Ideally the 
FI should have a rural branch network, an agent network in rural areas, 
or a strong mobile banking platform. 

FIs with stated interest in agriculture or bottom of the pyramid (BoP) 
clients are often looking for cost effective methods to increase market 
share in these areas. They are therefore more likely to consider 
partnerships with last mile firms.

Look for FIs where existing 
relationships exist

Partnership teams are experienced in putting partnerships together 
and dealing with organizations that may not have detailed knowledge 
of financial products. These teams are often more open to innovative 
approaches and can use experience to speed up partnership formation.

Look for FIs that have a 
team specifically focused 
on partnerships

Individual personalities can play a large role in forming partnerships. 
Familiarity and trust between individuals can be a major driver of 
successful partnership formation.

Look for FIs that have 
worked with donor 
agencies in the past 

FIs that have worked with donors may have guarantees, concessional 
loans, or grant resources for innovative development work that they may 
be able to deploy towards the partnership. It will also likely be easier for 
them to get incremental resources and understand donor requirement 
for supporting things such as partnerships.

SEEKING AND NEGOTIATING PARTNERSHIPS

Consider FIs with a history 
and culture of innovation 
that is reinforced by senior 
management

FIs that are rooted in a culture of innovation are likely to have less rigidity 
in their structure, a greater ability to design new products, and more 
willingness to understand new customer segments, such as smallholder 
farmers.
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         WHY THIS IS IMPORTANT

Create a pitch deck

           CONSIDERATIONS

2. HIGHLIGHT VALUE PROPOSITION 

Adjust pitch documentation 
based on feedback

FIs are seeking synergies with last mile firms. As feedback and learning 
is received about what FIs are looking for, adjust the pitch deck to better 
highlight where synergies exist.

Emphasize factors that 
FIs are most interested in 
e.g., market size, customer 
acquisition, cost savings, 
etc. 

Research FIs before preparing a pitch and presentation to determine their 
priority areas and the offerings that might most interest them. Emphasize 
what the last mile firm offers that appears to best suit the needs of the FI.

A short pitch deck can quickly and easily highlight the value proposition 
of partnership. It also improves the ease with which information can be 
shared within the FI.

Highlight how partnership 
can reduce bank risk

The number one concern of FIs is typically how to manage risk. 
Agribusinesses should emphasize how partnership may provide an 
opportunity to address concerns of FI risk committees.

Provide “real-life” 
demonstrations

Agribusinesses should encourage and support representatives from FIs 
to visit the business and customers. Familiarity builds trust.

Be prepared to present to 
multiple people within the 
FI

Most FIs will have multiple departments that will need to sign-off on 
partnership agreements. Determine the key stakeholders early and try 
to educate as many people as possible on the benefits of partnership. A 
champion of the last mile firm cause within an FI can help success.

Talk to multiple FIs Most FIs are extremely risk averse. Getting the first partner is the hardest. 
FIs who at first say no may become interested once they see other FIs 
agree to partnership. 

SEEKING AND NEGOTIATING PARTNERSHIPS (CONTINUED)
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         WHY THIS IS IMPORTANT

Agree on communication 
norms and processes

            CONSIDERATIONS

3. DEVELOP A STRUCTURED PROCESS FOR NEGOTIATION, BUILD LINKAGES, AND 
COMMUNICATE OPENLY

Be clear on non-
negotiables 

The last mile firm should be clear on the factors it is and is not willing 
to negotiate on. Partnership may hold higher risk for the last mile firm 
than the FI given their smaller size and lower levels of profitability. Last 
mile firms should ensure partnerships do not leave them too exposed to 
loss of intellectual property (IP) or other factors that might damage the 
business.

Understand the business 
model and highlight 
incentives for each party

Make efforts to model the revenue and cost implications from partnership 
to understand the implications on return on investment. Do not pursue 
a partnership that does not make business sense. Ensure incentives 
from partnership for each party are understood and voiced, especially 
in light of a narrow zone of negotiated agreement. The “Business Model 
Canvas” is a useful tool that may be used to support these discussions.

Agreement should be made on who the key points of contact are within 
each organization for negotiation, in addition to the timelines and regular 
points of communication. Clear communication norms will improve the 
ease of negotiation and ensure things do not fall by the wayside. Regular 
communication can also improve working relationships and expedite any 
joint decision making.

Constantly update where 
agreement has and has 
not been reached 

Partnership negotiation is about building alignment. It can help 
negotiation to clearly articulate where alignment does exist and where 
further negotiation is needed.

Build in options for re-
negotiating terms, linked to 
phased rollout

Any contract or memorandum of understanding developed should allow 
points for renegotiation as partners often learn a lot in the early months 
of partnership – starting with a pilot before locking in terms in a longer 
agreement can help.

Consider independent 
arbiters (e.g., donors) 
for coordination, honest 
broker support, and even 
risk sharing

An independent arbiter can ensure all stakeholders needs are being 
heard. The arbiter can also help clarify where points of agreement exist 
and ensure emotional decision making does not derail negotiations. 
They may also support the drafting of negotiation outcomes and 
agreements to ensure the all partners requirements are met.  In addition, 
third parties can sometimes go further to provide risk-sharing facilities 
(such as guarantees) that enable ground-breaking partnerships to be 
greenlighted by the key stakeholders

SEEKING AND NEGOTIATING PARTNERSHIPS (CONTINUED)
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WORKING TOGETHER IN PARTNERSHIPS

         WHY THIS IS IMPORTANT

Align on a vision of what 
everyone is trying to 
achieve

            CONSIDERATIONS

Align on roles and 
responsibilities

Ensure each party is clear on the expectations for what they will do in 
delivering products and services as a partner. Assigning a lead project 
manager or secretariat with sufficient bandwidth to drive and follow-up 
on critical activities is important to ongoing partnership management.

Seek to solve challenges 
together

Partnerships should be developed and maintained because they are 
mutually beneficial for both parties. Challenges and their associated 
solutions should be solved together. Sometimes a third party may need 
to be engaged to assist with partnership coordination.

The motivations of each actor may vary, so it is important to discuss 
the vision and incentives of each party explicitly. A Theory of Change 
exercise can be helpful in getting partners to align on the end goal of the 
partnership.

1. ALIGN ON VISION AND CLARIFY ROLES AND RESPONSIBILITIES

         WHY THIS IS IMPORTANT

Agree on communication 
norms and processes

             CONSIDERATIONS

2. CREATE SYSTEMS FOR OPEN COMMUNICATION AND DYNAMIC FEEDBACK

Create outlets to ensure 
communication is open 
and transparent

Open and transparent communication will help avoid unforeseen issues 
or challenges that may impact the quality of partner working relations. 
The “emotional” side of partnerships is just as important as the “practical” 
side. Building trust requires that people have a space to vent frustrations 
openly and honestly, and can often require third party facilitation. 
Creating this outlet is important both in negotiation and when working 
together once the partnership has been established.

Build linkages with 
and engage senior 
management

Partnership negotiation may break down because the individuals 
involved get waylaid by competing priorities in their organization. When 
this happens, an escalation to senior management may be required. 
Attempt to have senior management meet on a regular schedule (e.g., 
quarterly) to review, build trust, and address major roadblocks.

Like that which was undertaken during negotiation, agreement should 
be made on who the key points of contact are within each organization, 
in addition to timelines and communication points. 
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WORKING TOGETHER IN PARTNERSHIPS (CONTINUED)

         WHY THIS IS IMPORTANT

Start with a pilot or “test 
phase” for the partnership

            CONSIDERATIONS

Visit other similar 
partnerships, and visit 
each other’s operations 

The process of spending time with each other and visiting operations is 
critical to build trust, develop an understanding of capabilities, and begin 
to understand what is possible. It helps to understand the realities on the 
ground and inform who is best equipped to do what.

Align on allocation and 
contribution of resources

Visibility into and alignment on in-kind contributions of staff, capabilities, 
plus financial contributions creates trust and understanding of gaps. 
It also promotes understanding of needs and opportunities between 
partners. Donor funding may also be available in some circumstances; 
partners therefore need to know and agree on where this support may 
be best used. 

How partnerships work in practice can involve a significant amount 
of ambiguity to begin with. A “pilot” or “test phase” can be useful to 
determine what works best in practice and where the greatest areas of 
opportunity and value-add from partnership reside.

3. ALIGN ON AVAILABLE CAPABILITIES AND RESOURCES

         WHY THIS IS IMPORTANT

Proactively monitor results 
and outcomes and foster a 
“learning culture”

           CONSIDERATIONS

4. CREATE ACCOUNTABILITY MEASURES

Where feasible, make the 
partnership recognizable 
and autonomous

Open and transparent communication will help avoid unforeseen issues 
or challenges that may impact the quality of partner working relations. 
The “emotional” side of partnerships is just as important as the “practical” 
side. Building trust requires that people have a space to vent frustrations 
openly and honestly, and can often require third party facilitation. 
Creating this outlet is important both in negotiation and when working 
together once the partnership has been established.

Develop an escalation 
mechanism

An escalation mechanism to get senior management involved may be 
necessary to get things moving when they have stalled. Being transparent 
about who is responsible for what, and revisiting these assignments (e.g., 
on a RACI matrix) can help draw necessary attention to what may be 
falling through cracks and who is responsible. In certain cases, positive/
negative incentives for organizational performance on commitments 
may be useful. 

Results and outcomes indicate whether a partnership is working. 
Active monitoring of results will direct changes to partnerships where 
needed. It can also support scaling or bringing on of new partners and 
re-negotiation of partnership agreements. 
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ABOUT THE RURAL 
AND AGRICULTURAL                                  
FINANCE LEARNING LAB

The Rural and Agricultural Finance Learning Lab 
— an intiative of The MasterCard Foundation jointly 
implemented by Dalberg Global Developent Advisors 
and the Global Development Incubator — is committed 
to actionable and collaborative learning that leads to 
better financial solutions provided to more smallholder 
farmers and other rural clients. 

We invite the engagement of our readers, including 
feedback on this report, contributions of additional 
data, or input on future areas of study. At our website, 
raflearning.org, users can contact the Lab directly or 
comment on this or any other publication. We are on 
Twitter @raflearning, or the Rural and Agricultural 
Finance professional group on LinkedIn.

http://www.raflearning.org

