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Terms of Reference for the Rice Value Chain Finance 

Analysis  

1. Introduction. 

The program ‘Strengthening African Rural Smallholder’, STARS is a program implemented 

by ICCO Cooperation and ICCO Terrafina in partnership with MasterCard Foundation to 

support rural finance and value chain development/finance in 4 African countries, namely 

Burkina Faso, Senegal, Ethiopia and Rwanda. The program aims to increase income of 

smallholder farmers by improved access to finance and markets. In each of the 4 countries 

the program aims to strengthen value chains in line with the Making Markets work for the 

Poor (M4P) approach. Currently the value chain analyses are validated. It is envisaged that 

the financial services are also provided to the value chain actors in the selected chains. 

Appropriate finance will accelerate the value chain development interventions. In order to 

identify appropriate financial services in the chain a value chain finance analysis will have to 

be undertaken for each of the value chains that have been selected. The Value Chain 

Finance analysis will take the value chain analysis as a starting point and will deeply look into 

current and potential financial services in the chain. The program will work with 19 

Microfinance institutions, who will be the prime suppliers of financial services to the value 

chains, however some chain actors might need finance that goes beyond the capacity of the 

MFI partners. If such is the case the program could also facilitate linkages with other types of 

financial service providers such as banks and impact investors. The current TOR guides the 

value chain finance analysis.   

In Rwanda , the program will target the value chains of rice and maize. The outreach for 

maize is 10 000 farmers and 10 000 farmers for rice. 

2. Targets and outcome of value chain finance analysis  

Currently ICCO Terrafina uses the following definition of Value chain finance: “Value chain 

finance takes place when relationships in the chain are used to make financial services 

available to the chain. Financial services can be provided to one or more actors in a value 

chain. The risk mitigation measures of these financial services are based on the relationships 

within the chain.”  

This is a rather narrow definition to ensure that only specific financial products will be VCF 

products that are innovative and provide alternative risk mitigation measures for MFI’s. We 

would like to explore such type of innovative finance in STARS program as well. 

Nevertheless in the STARS program, we can also provide financial services to chain actors 

based on their specific needs, therefore we will include financial services to chain actors in 
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the respective Value Chains in the STARS program as well. Value Chain Finances implies 

that the relationships in the chain, including all financial relationships in the chain should be 

clear so that potential new financial service providers build on those relationships or are 

aware of ‘competing’ financial relationships in the chain. The rice value chain analysis should 

therefore give insight into the following: 

1. Who are the actors in the chain (refer to VCA) and what are the actual financial needs 

of chain actors at all levels? Does this differ for men and women? 

2. How are these needs currently being met? Which needs are not met? Does this differ 

for men and women? 

3. Who are the current financial services providers in the chain and what are the 

financial services provided? Map out the formal, informal and embedded financial 

services. Embedded financial services are services that come within a service 

package such as inputs in kind, together with extension and to be paid back in cash 

at the end of the season. This is a credit service. Map out as well what are the current 

relationships between the financial service providers and their potential clients? Is it 

an ongoing win-win relationship, are there concerns by both parties or is the 

relationship not yet inexistent in terms of Value Chain Finance?  

4. What are the current real costs of credit?? Are they affordable considering profit 

margins in the chain?  

5. What are potential Value Chain risks from the perspective of the MFI’s?? (e.g. risks 

related to PO’s, companies, or risks related to the collaboration in the chain) 

6. What could be potential new financial services in the chain that are inclusive (poor 

farmers, gender inclusive)? 

7. What could be the role of MFI partners in the value chain?? What could be the role of 

other financial service providers?  

8. What Technical Advice (TA) and other support is needed to develop VCF products for 

MFI’s and other service providers??  

The STARS program wants to develop new financial products in close collaboration with the 

MFI’s and to build as much as possible on already existing processes and products 

established by the MFI’s. Several MFI’s are already involved in financing some of the chain 

actors, in particular producers and producer organizations. It is foreseen that the program 

builds on these experiences and expands services to other chain actors.  

3. Tasks of consultant in Value Chain Finance analysis. 

Based on the above, envisaged outcome of the rice Value Chain Finance analysis it is 

foreseen that the consultant will have the following tasks: 

1. Study the rice Value Chain Analysis reports in detail to understand the dynamics of the 

chain and identify relevant finance chain actors as well as the risks in the chain itself.  

2. Identify financial needs of relevant rice value chain actors (also gender-sensitive).  

3. Map out formal financial services and service providers in the rice value chain.  

4. Map out the informal financial services and providers in the rice value chain 

5. Identify and describe the embedded financial services in the chain 

6. Establish costs of financial services for the actors (formal, informal and embedded) 

7. Analyze gross margin in the chain and compare costs of credit with profit  margins in the 

chain. 
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8. Identify the role of MFI’s and other financial service providers in the chain  include banks 

and regulatory bodies like the central banks. 

9. Identify potential ‘new’ financial services and market niche in the chain based on risk 

mitigation and building on chain relations. 

10. Propose interventions to improve role of MFI’s and other financiers in the chain and if 

possible an estimated cost for these interventions.  

11. Identify support needs and potential role of STARS in developing appropriate financial 

services in the chain.  

 

4. Output and deliverables of the assignment.  
 

Output of the assignment/ or deliverables are:  
 

 A comprehensive report on the above mentioned issues 1-11.  

 A presentation for the MFI’s concerned and the STARS team to discuss outcome of the 
study and to map out the way forward. 

 A workshop report mapping out the road map toward value chain finance in the 
respective chain taking into account the intervention period of the STARS program. 

 
5. Activities  
  
 The Activities foreseen under this TOR will focus on the following areas: 
  
5.1 Review of documents  
The consultant will perform desk review of key documents such as the rice value chain 
analysis reports and other relevant documents related to the respective chain.   

  
5.2. Meeting with all chain actors to assess financial needs and risks. 
The consultant will meet with all relevant rice value chain actors to find out their current 
finance needs and funding gaps, as well as the current financial services they receive from 
different sources. Also the consultant will try to establish the current costs of financial 
services as well as the risks in the chain and the potential profit margins at each step in the 
chain using a gross margin analysis. 
 
5.3. Meetings with formal and informal financial service providers in the chain. The 
consultant will meet with current financial service providers in the rice value chain, both 
formal and informal if possible, and also with BDS providers and companies that provide 
embedded financial services in the chain.   
 
 5.4. Compilation of report and first recommendations for discussion.    
The consultant will use all the information gathered to draft the first Value Chain Finance 

analysis report and provide recommendations for discussion on potential new loan products 

in the chain, potential role of MFI’s and other financial service providers and related to this 

the role of STARS team in terms of technical support to the process.  

5.5. Presentation of the final report to the MFI’s and the STARS team for validation and 
follow up actions.  
The consultant will present the report to the MFI’s concerned and the STARS team and 
international consultants. The consultant is also responsible for integration of the outcome of 
the meetings in the final report to be provided to the STARS team for final approval. 
 
5.6. Presentation of rice Value Chain Finance report to the other chain stakeholders. 
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The consultant will present the report to other chain actors and will include outcome of the 
meeting in the report.  
 
After the workshops an action plan will be drawn with the respective MFI’s. This will be done 
by the STARS MFI advisor, with inputs from local and international consultant (FSAS). 
 
 

 
6. Activities and number of days  

            

N° ACTIVITIES FOR RICE VALUE CHAIN FINANCE ANALYSIS  
Total Days 
per activity 

1   
Review of Documents and systems + logistic preparation   

 
2 

2 Meeting with chain stakeholders, needs assessment   10 

3 Meeting with financial service providers in the chain   9 

4 Data entry and Compilation of findings   3 

 Data analysis and report writing   4 

5  Presentation of the report to MFI’s and stars team   2 

6 Finalization of the report incorporating issues  2 

 TOTAL DAYS 32 days 

 
7. Time schedule 

The contract will be for a period of 32 days to end by February 20th , 2017.  
 
 
 
 
8. Proposed Budget 
 
( See the budget in annex)  
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Annex from VCF product sheet  

9. Role of MFI’s in Value chain finance  

In general MFIs show much willingness to participate in value chain finance, so it is important that  

they are clear about their role, otherwise they risk exposing themselves to higher risks, increased 

losses and higher costs of operation. Previous experience show that , the following points are 

important for MFIs that want to engage in value chain finance:  

1. Assess and confirm the viability of the value chain and the potential for scalable financial 

products.  

2. Analyze whether the chain is well organized, market conditions are known, and if there are 

enough service providers for non-financial services, also under conditions where the chain is 

growing and more producers are involved? 

3. Engage in constructive partnerships within chain processes: this includes communication and 

participation in chain meetings with value chain actors.  

4. Start developing an MoU with clear and specific roles for financial service providers and where 

the MFI can stipulate its possibilities and limitations.  

5. Ensure proper segregation between financial and non-financial services: safeguard both the 

connection and the distinction between VCD and VCF. Ensure that there are enough – qualified – 

business development services (BDS) providers for the non-financial services. Establish links 

between financial institutions and non-financial service providers. 

6. Provide appropriate financial services to the ‘lower end’ in the chain: MFI staff should fully 

understand the chain dynamics and time planning before product development and pilot testing. 

Also they should ensure that there are sufficient means available to finance the chain. 

7. Based on assessed needs for financial service a product development process will start. The 

product development process will follow the steps as developed by ICCO-TMF.  the product 

development team should exploit opportunities for building risk mitigating measures into the 

financial products, e.g. sales contracts as collateral, storage as collateral and factoring or leasing 

products are examples of products in the chain that have a risk mitigation effect. 

8. Embark on up-scaling and funding for VCF: maintain the perspective of growth towards 

maturity in the value chain (graduation), also with regard to building up a long-term viable 

portfolio into the chain.  

9. Is the VCD backed by sufficient resources, including technical resources for the MFI? 

 

MFIs should not analyze and develop the chain, investigate market information and possible linkages 

or provide technical and BDS services to farmer organizations. 

 

Role of ICCO-TMF. 

 Capacity building for MFIs in analyzing the appropriate financial services in the chains, and 

providing information on a go-no-go decision in working with a chain 

 Supporting MFIs in stakeholder meetings and clarifying the role of MFIs vis-à-vis other 

stakeholders in contracts and an MoU;  

 Supporting product development trajectories to ensure that products are viable, can be 

internalized in the MFI and can safeguard MFIs against high risks;  

 Facilitating and guiding the pilot testing of products; 

 Connecting to funding for up-scaling, including linking MFIs with banks and investors;  

 Monitoring key performance indicators and return on investment;  
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 Support the upscaling process in terms of manual development and integration of the new 

products in the MFI’s systems.  

 Planning exit, especially in case of grant funding. 

 


