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European Union
ACP Group of States

Grain Farmers’ Access to Warehouse Inventory Credit

Action fiche

	Project short title :
	Grain Farmers’ Access to Warehouse Inventory Credit

	Expected Result :
	Development of efficient market structures in the grain section in Ethiopia and Tanzania.

	Country/Region :
	Ethiopia and Tanzania

	Executing agency :
	International Agriculture Consulting Inc. (AMIS)

	Estimated total cost :
	€ 3,108,626

	AACP contribution
	€ 714,186 (CFC Contribution: € 1,673,161)

	Duration
	3 years: May 2008 – April 2011


The actions undertaken by the CFC within the Programme focus on the development of the global value chains to facilitate the participation of producers from the poorest commodity dependent Developing Countries in the global economy. In particular, the current Action addresses, as its main deliverable, the development of efficient market structures in the grain section in Ethiopia and Tanzania.
Background
Ethiopia and Tanzania both have recently put in place new national laws regulating the use of warehouse receipts. This project will use the opportunities created by this development to increase incomes of smallholder grain farmers in Ethiopia and Tanzania by increasing the average price paid to the farmers for their crop. This will be achieved by strengthening the farmers' position in marketing their crop with the help of a warehouse inventory credit (WIC) system based on warehouse receipts (WHR). 

With the current organization of production, most smallholder farmers need cash immediately after harvest to prepare for the next crop. This necessitates immediate sale of new crop; since the situation of nearly every farmer is the same, the new crop floods the local market shortly after harvest, dropping the price. As the result, most smallholder farmers have no choice but to sell for the lowest price. Effectively, this amounts to redistribution of income from smallholder farmers to middlemen who can arrange storage. 

The use of warehouse receipts allows farmers to deposit their crop in a warehouse, and meet their need for cash by borrowing from a bank. This avoids selling their produce at low price. Farmers can wait until after the end of the harvest season, when the prices rise again.

Ethiopia and Tanzania are among the most commodity dependent Developing Countries exhibiting, respectively 73.16% and 85.18% commodity dependence (export share of basic commodities in total exports). In Ethiopia, 100% of commodity exports come from agriculture. In Tanzania agricultural commodity exports reach approximately 60% of total commodity exports. 

The Governments of Ethiopia and Tanzania have demonstrated commitment to the development of the commodity sector by, inter alia, passing within the last 3 years the legislation regulating the use of warehouse inventory credit (WIC) as an instrument to facilitate the financing of commodity sector. 

The Action
The Action envisions 

(i) 
the implementation of a project to facilitate grain farmers’ access to warehouse inventory credit in Ethiopia and Tanzania as approved by the CFC Executive Board, and 

(ii)
coordination, reporting, dissemination and assessment of effectiveness of the joint action within the AACP-CFC actions within the Component D of the Joint Action. 

The project envisages 4 components as summarised below.

Component A – Ethiopia

In order to make the WIC/WHR system fully functional in Ethiopia there are major activities required to be undertaken including the technical activities of:

· Developing a paper or electronic registry of warehouse receipts,

· Developing an indemnity fund or insurance system to protect receipt holders against default in payment due to bankruptcy of the grain warehouse facility,

· Improving the access to and increasing the use of insurance coverage for stored grains for which a warehouse receipt has been issued (the warehouse receipt system proclamation requires the warehouse operator to provide insurance),

· Assisting approximately 5 warehouses in being assisted to reach a certifiable standard,

· Integrating the WIC/WRC system with National Bank and commercial lenders, and

· Further assisting and supporting the development of a WIC system grain quality laboratory.

Component B – Tanzania

The overall objective of this project’s Tanzania Country Component is to support the development of a Warehouse Inventory Credit and Warehouse Receipts System for Maize.  Based on the Warehouse Receipts Act and Regulations, at the close of the project Tanzania will have:

· A Warehouse Receipts Board.

· A functioning WIC/WHR system (security documents, operating and management procedures, trained staff).

· A Central Registry and Registers.

· A licensing system for grain warehouses.

· Approximately 5 warehouses assisted to reach a certifiable standard, 

· Initial steps undertaken to develop a warehouse user indemnity (default protection) fund.

· Testing and refinement of the WIC/WHR system completed.

· Trained WIC/WHR system users (producers, grain storage warehouse companies, finance institutions, grain trading companies, etc.).

Component C - Regional Coordination and Linkage with the Ethiopia Commodity Exchange and the World Bank Project in Malawi 

A number of East African countries have undertaken efforts to revive commodity production and trade by developing warehouse inventory credit systems and commodity exchange operations in recent years. A number of projects targeting this class of financing instruments are currently ongoing, and the current project will make an effort to coordinate its activities with the related activities in the region. In particular, attention will be paid to the coordination with 

 (i)
the project on warehouse receipts implemented by the Commodity Risk Management Group in Malawi. The CFC Project will coordinate its regional activities the WB project by undertaking joint training and dissemination activities for the benefit of stakeholders in Malawi in coordination with the World Bank.  The Component will target an Output entitled “WIC / WHR Knowledge Sharing, Information Dissemination and Regional Awareness”.  This area of work will include exchanges of information, joint training of experts, exchange tours, dissemination of project results and participation of Malawi stakeholders in the project terminal workshop; and

(ii)
the project supporting the development of Ethiopia Commodity Exchange implemented by UNCTAD. This involves exchange of information, joint training activities and the preparation of coordinated workplans to maximise the complementarity and the mutual benefits of concurrent development of warehouse receipts and commodity exchange operations in Ethiopia.

Component D - Project Management, Administration, Monitoring and Evaluation

Objective: To provide the basis for the establishment of a sustainable WIC system and to ensure effective and timely implementation of project activities.

Output: Evidence demonstrating the attainment of project objective, dissemination workshop and various technical reports.

Contacts

AMIS International Agriculture Consulting Inc. (AMIS)

Suite 439, 3553 31st Street NW

Calgary, Alberta, Canada T2L 2K7

Telephone: +1 (403) 667-7667

Facsimile: +1 (403) 374-0056
FAO Intergovernmental Group on Grains (FIGG)

Commodities and Trade Division

Viale delle Terme di Caracalla

00100 Rome , Italy

Telephone: +39 06 5705 4201

Facsimile: + 39 06 5705 4495

Ethiopian Ministry of Agriculture and Rural Development

Agricultural Marketing and Input Sector

Warehouse Receipts and Inventory Credit Implementation Office (WRICIO)

Telephone: +251 (11) 515 21 65

Facsimile: +251 (11) 551 72 93

Tanzania

Ministry of Industry Trade and Marketing

Department of Marketing

Coffee and Cotton Marketing Development Project

Telephone: +255 (055) 212 8691

Fax: +255 (055) 212 8692
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