FROM THE AMERICAN PEOPLE

KENYA ACCESS TO RURAL FINANCE

QUARTERLY REPORT:
JANUARY 1 - MARCH 31, 2010

CONTRACT: GEG-I-00-02-00011-00,
TASK ORDER: 215

April 2010

This publication was produced by Development Alternatives, Inc. for review by the United
States Agency for International Development.



KENYA ACCESS TO RURAL FINANCE

QUARTERLY REPORT

Program Title: Kenya Access to Rural Finance
Sponsoring USAID Office: USAID Kenya

Contract Number: GEG-I-00-02-00011-00: Task Order 215
Contractor: DAI

Date of Publication: January 2010

Author: Mark Rostal

The views expressed in this publication do not necessarily reflect the opinions of the United States
Agency for International Development or the United States Government.



CONTENTS

INTRODUCTION
IMPLEMENTATION CHRONOLOGY
RURAL AND AGRICULTURAL FINANCE

Dairy Value Chain Product Development and Financial Institution
Partnership

Omena (Daaga) Value Chain Research, Analysis and Product
Development

DCA LOAN GUARANTEE PROGRAM

THE CENTRAL BANK OF KENYA

EMERGING OPPORTUNITIES

PROBLEMS ENCOUNTERED

ANNEX A: TECHNICAL DOCUMENTS

ANNEX B: WORKSHOPS/TRAININGS/FORUMS
ANNEX C: PARTNERSHIPS AND COLLABERATIONS
ANNEX D: BUDGET

ANNEX E: IMPLEMENTATION CHRONOLOGY (Cumulative)

10
10

10

10

11



INTRODUCTION

This quarterly report for the Kenya Access to Rural Finance (KARF) program covers the
period January 1 through March 31, 2010.

During the reporting period, KARF devoted substantial resources to research the Omena
value chain in Nyanza province around Lake Victoria. As a result of the research and
analysis, several potential high priority financial products and services were developed.
Product recommendations will be delivered to financial institutions in an upcoming seminar
to generate interest and partnerships as was previously done with dairy.

Formal partnerships were established in dairy finance with a number of financial
institutions. Work continued to solidify those relationships in KARF’s product development
methodology.

KARF worked with the office of Development Credit to identify new DCA loan guarantees for
the current fiscal year. USAID will make a go/no go decision whether to move forward
during the coming period.

The proposal to support the Central Bank of Kenya in five key areas was reviewed by USAID
Kenya and comments were provided to KARF. KARF began organizing its response. A
decision is expected in the upcoming quarter.
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IMPLEMENTATION CHRONOLOGY

January 2010
e  KARF begins its analysis of data from the Omena value chain research.
e  KAREF starts to finalize qualified expressions of interest from financial institutions in dairy finance.

February 2010

e  KARF drafts a scope of work for research in the ASALs for livestock financial services.

e  KARF receives feedback from USAID Kenya on the CBK proposal and begins preparations for a possible
add-on to the task order.

e  KARF prepares for TDY from the Office of Development Credit to review a list of possible DCA transactions
for the fiscal year.

e  KARF works with financial institutions on the process of product development.

March 2010
e  KARF finalizes product recommendations for Omena finance and prepares for a seminar with financial
institutions.

e  KARF continues its focus on dairy partnerships and receives additional expressions of interest.

e  KARF works with the Office of Development Credit to identify and pre-qualify partner financial institutions
for new loan guarantees. KARF submits a proposal to the USAID Kenya to support the Central Bank of
Kenya.

Dairy Value Chain Product Development and Financial Institution Partnership

KARF began working with four financial institutions in partnership to develop and pilot
financial products and services in the dairy value chain based on recommendations
produced by the Program. Partner financial institutions include: Kenya Commercial Bank,
Cooperative Bank of Kenya, Jihudi and Postbank (in collaboration with a local MFI as the
lender, yet to be identified). The detailed and intensive process of delivering technical
assistance and capacity building with the institutions was started and will be concluded in
the upcoming quarter.

Omena (Daaga) Value Chain Research, Analysis and Product Development

Omena are small finger-like fish captured by fisherfolk along the shores of Lake Victoria. The
catch is normally dried and then sold either as a protein rich food source or as a feed
ingredient for poultry. Thirty-one percent of Kenya’s freshwater fish catch are Omena and
the value chain is reported to employ approximately 840,000 Kenyans including fisherfolk,
processors, wholesalers and retailers. The annual value of the catch is estimated to
approach $12 mm. Omena is an important value chain from the perspective of food
security, entrepreneurship and economic development because the fish provides a low-cost
of production protein source for Kenyans and it is primarily a domestic value chain where
production, processing and consumption take place within Kenya versus Nile Perch and
ocean varieties of fish which are largely exported.

During the reporting period, USAID’s Kenya Access to Rural Finance project (KARF),

conducted research on the Omena value chain. The focus of the study was input suppliers,
fisherfolk, primary processors, transporters, wholesalers and retailers. A range of financial
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n = Z'epe(l-p) (1.96)°¢0.5¢0.5 = 96.04
(1 - % conf)’ (1-90%)°
Where: nis sample size of the fisherfolk and processors interviewed.
Zis the mass within 2 standard deviations of the mean in a normal distribution.
p is the degree of variability in the sample (0.5 is maximum and lowest risk).
1-% conf is the acceptable error (90 of 100 interviews should be accurate).
The actual sample (n) used was 126 fisher folk and 126 processors; actual confidence was 91.5 out of 100
interviews.

institutions were consulted to determine their involvement in the value chain or interest in
doing so. Consistent with previous work undertaken by KARF, the research concentrated on
buying and selling relationships among value chain actors. The data collected during the
research activity defined sizes, values, timing and actors involved in each transaction to
inform the development of appropriate financial products and strategies necessary to
improve the overall functionality of the value chain.

Methodology

In order to commercially finance any given value chain, relationships between buyers and
sellers must be well understood. The critical level of understanding necessary for a financial
institution to have adequate confidence can be based on appropriate sampling of the
market using a statistical formulation to determine a minimum sample size. To develop a
collection and analysis strategy, KARF reviewed documentation from prior research on the
Omena value chain®. Four Omena landing sites® around Kisumu were chosen for research
since they were considered representative of the entire chain. Questionnaires were
developed to collect data from input suppliers, fisherfolk, primary processors, transporters,
retailers, wholesalers and large scale processors of animal feed and human food. The
guestionnaires were brief and concentrated on understanding costs and benefits for each
transaction point on a monthly basis.

Using the Central Limit Theorem, ninety-six processors and ninety-six fisherfolk were
targeted to achieve a ninety percent level of confidence in the data collected. In order to
ensure adequate numbers were collected — allowing the data collection team to discard
dubious information — fisherfolk and processors (126 in each category) were interviewed.
Smaller numbers of other actors were also interviewed (ten input suppliers, ten
transporters, ten retailers, ten wholesalers and two large processors) since those business
are few in number.

The methodology enabled two key results underpinning the legitimacy of the findings:

1. The research team was able to measure the degree to which each value chain segment
was profitable or not. This information is critical since a financier must be certain that a
client is profitable and that the market a potential client sells into must also be
profitable and capable of accepting greater supply.

! The research approach was primarily qualitative and not adequate to provide a solid evaluation of opportunities
and risks.
2 Bondo, Mahanga, Mbita and Sori.
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2. With a large enough sample, findings can be generalized across the general population
of 50,000 fisherfolk and 840,000 total value chain actors. While a sample size of ninety
six might be of some interest to a financial institution, a detailed and clear
understanding of how to finance 840,000 transactions is far more attractive for obvious
reasons.

Broad Findings

Overall, the Omena value chain functions very well. Profits earned at each segment of the
value chain were more than adequate to support finance and transaction times were short
in duration. Large terminal market actors were eager to increase the reliable supply of
Omena. These conditions create an ideal situation for financing since profitable and rapid
turnover transactions with a well understood and commercialized terminal market optimally
meets financiers’ dual goals of high profit and low risk. The diagram on the following page
illustrates the various transactions points along the Omena value chain.

Overview of Omena Value Chain with Average Profitability for Value Chain Segments
(MGM=Monthly Gross Margin; MR=Monthly Return on Cost; NA=Not Available)
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Net, Rope & Lantern
Suppliers—MGM~KES
932K; MR~15%

Boat Renters—
MGM~=KES 26K;
MR~=3700%

Boat Builders—NA

Fisherfolk—
MGM=Ksh 65K;
MR~804%

Primary Processors—
MGM~Ksh 19K;
MR=37%

Rural Retailers—
MGM=Ksh 5K; MR~27%

Small Consolidators—
MGM=Ksh 245K;
MR~44%

Kisumu Retailers—
MGM~=Ksh 3K; MR~10%

Wholesaler/Transporters
— MGM~Ksh 2.2M;
MR=79%

Distant Urban Retail
Markets—NA

Animal Feed Processors—
NA
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Percent Omena Fishing By Month
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Input Supply

Specialized input suppliers for fisherfolk are few in number. Most fisherfolk source nets and
lanterns either from Kisumu or from weekly markets. Planning to interview ten input
suppliers at each landing beach, only one interview was completed because suppliers were
not available. Fisherfolk were found to purchase eleven nets and one lantern annually
(average). Since 50,000 fisherfolk are active in the value chain, the dearth of retail supply
available at all times presents a potential and profitable business opportunity. Input
suppliers interviewed in Kisumu earned between seven and twenty-three percent monthly
on sales of fishing supplies. Monthly gross margins ranged from Ksh 50,000 to Ksh 2.2 mm.

Fisherfolk

Fisherfolk are numerous and profitable. Fishing is done at night with boats either rented or
owned with teams of four to five workers. The majority fish full time only seven of twelve
months since restrictions on fishing are placed by the government from April through
August. This restriction prevents about seventy percent of fisherfolk from working in April,
May, June and July with twenty percent of total resuming in August. In other months, 100
percent of fisherfolk work. This fact is reflected in the graphic showing the percent fishing
and the table demonstrating how incomes and profits fluctuate by month.

FisherFolk Average Monthly Gross Margin and
Average Monthly Return on Cost By Landing Site

Eighty-eight percent of
fisherfolk sell their - -
All Sori Bondo Mahanga Mbita

Omena on cash terms. GM R/T GM R/T GM | R/T| GM | R/T| Gm | R/T
TP Jan 87,309 | 1220%| 124,420 | 1992%| 66,993 | 568%| 47,811 | 485%| 41,400 | 412%
Only thirty-one percent

; o Feb 90,017 | 1282%| 127,479 | 2096%| 68,439 | 573%| 46,542 | 467%| 46,920 | 472%
of fisherfolk participate Mar 91,759 | 1270%| 129,172 | 2038%| 69,107 | 582%| 33,611 | 293%| 59,114 | 657%
in any form of Apr 29,384 | 227%| 11,325 5%| 44,061 | 392%| 16,160 | 74%| 68,275 | 712%
ized . d Y 22529 | 202% - 0%| 50,375 |433%| 13,019 | 86%| 58,179 | 558%
organized savings an Jun 22,632 | 205% - 0%| 53,984 | 464%| 13,238 | 90%| 55,371 | 543%
only five percent have Jul 25,088 | 228% - 0%| 57,463 | 485%| 17,419 | 115%| 61,719 | 621%
. . . Aug 68,987 | 716%| 55,760 | 829%| 56,588 | 444%| 53,343 | 479%| 121,655 | 835%
credit from a financial Sep 89,641 | 1101%| 103,476 | 1556%| 80,298 | 677%| 85,373 | 660%| 67,392 | 664%
institution. Forty-six Oct 78,872 [ 1021%| 92,353 | 1473%| 85,886 | 748%| 49,211 | 400%| 59,328 | 572%
. 0, 0, () 0, 0,
percent of fisherfolk B 81,453 | 1045%| 97,211 | 1532%| 92,111 | 736%| 44,570 | 380%| 57,862 | 573%
) Dec 87,236 | 1137%| 109,357 | 1702%| 100,621 | 807%| 43,561 | 394%| 50,320 | 546%

rent their boats even 3 774,908 850,554 825,927 463,859 747,532

though costs of owning

a boat are not substantial (Ksh 36,000 depreciated over fifty-one months). Boat owners
earn an average annual return of 1,470 percent while boat renters earned average annual
returns of 788 percent. Annual gross margins for renters and owners are similar because
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renters work more frequently than owners. The average annual gross margin of all fisherfolk
interviewed was Ksh 774,000 and the average return on cost was 1,160 percent. From the
sample, geography had a large impact on profit as location determined when a person
fished. Nonetheless, in all cases, fishing was found to be highly profitable.

Processors

Processors purchase the
Omena from fisherfolk at Primary Processors Average Monthly Gross Margin and

landing beaches. Average Monthly Return on Cost By Landing Site

Processing is rudimentary All Sori Bondo Mahanga Mbita
and usually done by M |[rRT| oM [rRT| oM [rRiT| em [RiT| Gm

] o Jan 29,626 | 46%| 42,959 | 45%| 19,633 | 47%| 20,003 | 47%| 15452 | 47%
stretching old fishing nets Feb 29,632 | 46%| 42,861 45%| 20529 | 47%| 18,749 | 47%| 15355 47%
over stones and spreading [NE@ 25374 | 45%| 35025 | 43%| 18574 | 47%| 17,952 | 47%| 14,914 | 47%

Omena to dry in the sun. Apr 9,889 | 20%| 7,325 | 4%| 16,760 | 43%| 3,773 | 26% 11,192 31%

) ) YO 5304 | 17% 243 | 0% 15097 | 41%| 4,098 | 26%| 9,889 | 29%
Drying takes a single day Jun 6,084 | 18%| 243 | 0% 15563 | 41%| 5517 | 27%| 9,988 | 30%
with practically no costs il 6,320 | 17%| 243 | 0%| 16411 | 40%| 7,320 29%| 9,863 | 29%

other than labor, the cost [N 21812 | 38%| 28565 | 38%| 19461| 43%| 19,446 | 48%| 12379 33%
Ol 24,402 | 45%| 31,554 | 43%| 21,836 | 47%| 19,708 | 48%| 14,904 | 47%
Bl 23,176 | 45%| 29,466 | 43%| 20,173 | 47%| 20,868 | 48%| 14,897 | 47%

of old nets (which are

owned or rented) and N 23006 | 45%| 30,507 | 43%| 21,719 | 47%| 20,799 | 48%| 14,652 | 47%
Omena itself. WS 05055 | 46%| 33,680 | 44%| 22,354 | 47%| 19,830 | 48%| 13,945 | 47%
s EBED) 282,762 228,100 178,152 157,429

As seen in the table, business follows the fishing cycle. April through August is lean for many
processors and particularly where the fishing ban is enforced. Eighty percent of the
processors sell on cash terms while twenty percent are paid within four days after selling
(average). Twenty-two percent of the processors interviewed accessed credit; thirty-three
percent engaged in savings (either with financial institutions or informally in self-help styled
groups); and sixty-one percent belonged to some sort of self-help group. The average
annual gross margin for these processors was Ksh 231,000 and average annual return on
cost was forty-six percent. Processors are clearly profitable enough to support financing and
would benefit greatly from income smoothing savings products when cash is accumulated
during the fishing months and withdrawn during lean periods when income is scarce.

Off-Takers

Dried Omena is purchased from processors either by local retailers or wholesalers. They
consolidate it for sale to retailers away from the lakeshore or for sale to commercial
processors. Retailers are essentially petty traders. Most retailers have access to
microfinance. Wholesalers range from micro to very large. Smaller wholesalers consolidate
sacks of Omena and transport product to Kisumu using matatus (private public transport
minibuses) where they sell into the retail market or to larger traders for further
consolidation and sales. The data for monthly gross margins for smaller traders was
approximately Ksh 120,000. Larger wholesalers use their own or hired trucks and earn as
much as Ksh 4.5 mm monthly selling Omena to markets as far away as Mombasa and to
commercial processors based in Nairobi.
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Processors

Unga Limited, the largest animal feed manufacturer in Kenya, buys and processes large
volumes of Omena. Unga purchases and processes fifty metric tons each week to
manufacture poultry feed. Omena is delivered weekly to the Unga factory in Nairobi by a
handful of regular providers. Unga has experienced price volatility ranging from twenty-five
to thirty percent on wholesale Omena over the past year (2009). Omena is normally stored
in Nairobi for up to four weeks prior to processing in an attempt to stay ahead of demand;
ideally, Unga would prefer to warehouse inventory closer to the source of production and
manage the delivery itself to Nairobi on a weekly basis to reduce spoilage and optimize
utilization of storage space. Unga is eager to develop a competitively sourced, forward
priced, reliable, quality-assured supply of Omena.

Generalized Broad Findings

With a large sample size of fisherfolk and processors, the study team generalized findings to
the entire population involved in the value chain. Using probability and statistical tools, the
data demonstrated that as the sample size grows, the more closely it approximates the
actual population studied. As noted in the methodology, a sample size of 126 yields a ninety

percent confidence level in the data across the full population of fisherfolk.

Fisherfolk

The broad population of fisherfolk, according to the literature reviewed, consists of
approximately 50,000 actors. Therefore, the averages for cash flows, incomes and expenses
across the population interviewed provide an excellent proxy for the full 50,000 fisherfolk.

Clearly, a tremendous amount of cash is
paid to Omena fisherfolk. Almost Ksh
44 bb ($620 mm) is paid to fisherfolk on
an annual basis; and after deducting
business related costs, they retain Ksh
39 bb (5550 mm).

Thirty-one percent of fisherfolk
interviewed saved in regulated

Average
Annual

Multiplied by

Item Value 50,000
Revenue 868,424 43,421,199,187
Costs (93,516) (4,675,809,782)
Gross Margin 774,908 38,745,389,405
Potential 8,020,295,607
Savings

institutions or with self-help styled groups. Therefore, sixty-nine percent of fisherfolk
income in no way reaches the financial system —i.e., approximately Ksh 27 bb (5380 mm). If
thirty percent of these unbanked funds are captured as savings deposits, an additional Ksh 8
bb (5115 mm) would be added in liabilities to Kenya’s financial institutions (and theoretically
available for intermediation less Central Bank of Kenya reserve requirements).

Forty-six percent of fisherfolk rent boats with a single unit costing Ksh 36,000 ($520). A large
potential audience exists for micro-leases or small asset loans. A boat crew averages five
individuals and those persons could collectively own a boat used for fishing. Forty-six
percent of the sample surveyed did not own boats, implying that across the population of
fisherfolk almost half the 50,000 use rented equipment. Self-owned boats would eliminate
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costly rental fees and increase disposable income for capacity improvements and
production. Potentially, loans or lease portfolios across this population might reach Ksh 170

bb ($2.3 mm).?

Primary Processors

The Omena value chain consists of
approximately 25,500 primary
processors. Averages for cash flows,

Average

Annual

Multiplied by

incomes and expenses across the

population interviewed provide an

excellent proxy for the full 25,500
primary processors.

Item Value 25,500
Revenue 726,586 18,527,949,375
Costs (495,194) | (12,627,448,134)
Gross Margin 231,392 5,900,501,241
Potential 1,186,000,749
Savings

Unlike fisherfolk, margins earned by primary processors were much smaller but still
remarkable. Almost Ksh 19 bb (5260 mm) is paid to processors on an annual basis after
deducting business costs (purchasing costs for Omena). After expenses, processors retain

Ksh 5.9 bb (580 mm).

Thirty-three percent of processors
interviewed save in regulated institutions or
with self-help styled groups. Therefore, sixty-
seven percent of processor income does not
reach the financial system —i.e.,
approximately Ksh 4 bb ($55 mm). Again, if

Fisherfolk and Primary Processors

Percent Accessing Savings and Credit
All Sori Bondo | Mahanga| Mbita

Savings

FF [ pp | FF [ PP | FF

pp | FF [ PP | FF [ PP

Credit

Kenya’s financial institutions attract thirty-percent of this income as savings deposits, it
would introduce an additional Ksh 1.2 bb (516.5 mm) in liabilities aggregated across the

balance sheets of institutions engaged in this

market.

Individual Landing Sites Specific Trends

Among the four landing sites, several observations were specific to but different for each
location. The data collection and subsequent analysis to underpin the development of
financial products and financing strategies is noted, when necessary, to provide a better
understanding of specific local markets evaluated. The table shows access to savings and
credit by landing site for fisherfolk and primary processors as compared with the total

sample interviewed.

Sori Beach

Sori Beach is a large landing site. As a consequence, almost half the data was collected from
Sori Beach. With respect to fisherfolk, averages for incomes, expenses, and trends in savings
and credit were extremely close to the sample average. The aggregate sample average
across all beaches reported thirty-one percent of fisherfolk accessed savings, whereas Sori
Beach the figure was only twenty-five percent, representing an opportunity, albeit it small,

® No environmental impact is implied. Adding substantial fishing capacity to Lake Victoria may not be
environmentally or financially sustainable if Omena stocks become depleted.
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to mobilize additional savings among fisherfolk at Sori. The seasonality of cash flows was
more significant for Sori Beach versus other sites surveyed. The capture of fish effectively
drops to zero between May and July due to the ban on fishing, intended to allow Omena
breeding and restocking the lake. Fisherfolk interviewed did not fish while the ban was
effective. Productivity in the months of April and August leading into and out of the banned
months is very low. This reality provides an additional justification for savings mobilization
during the robust fishing months that would create a reserve of cash for the fisherfolk
during the long lean season. Microenterprise loans during the lean months could used to
underpin income generating activities, offsetting lost income from the fishing ban.

Primary processors at Sori Beach earn significantly more than counterparts at other landing
sites. The financial premium earned by Sori fisherfolk is due to large numbers of processors
attracting more buyers which therefore reduces the effort and resources needed to
consolidate supply. Thus, consolidation time and effort is condensed by the higher price of
Omena, a positive result of increased competition to procure Omena (more processors
buying from fisherfolk with more transporters and others procuring from processors). As
with fisherfolk, processors effectively lose their livelihood between April and July. The
sample of processors at Sori Beach had significantly more savers than the overall sample
(forty percent save at Sori Beach versus thirty-three percent of the total sample). Savings
mobilization should be promoted since Sori processors generated higher levels of cash
among the four landing sites. In addition, Sori processors suffered the most, among the four
beaches, as a result of the three and a half month fishing ban.

Increased use of finance by processors was also observed for borrowing. In the overall
sample, twenty-two percent of processors accessed credit. At Sori Beach, the figure was
thirty-two percent. Concerning processors, Sori has the highest capacity to support financial
services due to higher levels of revenue generation and better cash flows. This situation
offers the opportunity to support higher levels of borrowing. Again, the seasonality of
incomes could potentially drive a market-based solution for saving during times of high
productivity and borrowing for microenterprise during the months when fishing is banned.

Mahanga Beach

Mahanga Beach is a small landing site. It is remote and can only be accessed by boat.
Approximately ten percent of the data collected came from this location. Fisherfolk using
Mahanga Beach as a landing site earn smaller returns and gross margins versus any of the
other sites surveyed. In fact, they earn between forty-six percent and sixty-three percent of
the margins earned by fisherfolk from other sites. Their experience with and attitude toward
savings is also weak. Only nineteen percent of the sample accessed savings versus thirty-one
percent for the total. Their access to credit was effectively in step with the sample average;
six percent of fisherfolk access credit while the total sample average was five percent. The
location is fairly remote and accessible only by boat which accounts for lower margins and
inability to access savings services among fisherfolk. Of the fisherfolk sampled, over thirty
percent fished every month of the year despite the ban on fishing from May to July due to
the remote location of the site.
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Monthly gross margins and returns on costs for primary processors at Mahanga Beach fell
well below the sample average. As with the fisherfolk, access to financial services was also
below average. In terms of access to credit, no one in the sample had received a loan.
Thirteen percent accessed savings, comparing poorly with the thirty-three percent sample
average. Processing took place year round with sixty-three percent doing so year round.

Bondo Beach

Bondo Beach is also a small landing site but not as remote as Mahanga. Approximately
twenty percent of the data came from this location. The fisherfolk at Bondo Beach were
profitable. Their monthly gross margins and return on cost were below the sample average.
Since they fish throughout the year, annual returns were above the sample average.

Savings activities were also above the sample average with forty-five percent of the
fisherfolk engaged in some form of savings versus thirty-one percent of the total sample
average. Conversely, access to credit was well below average with no fisherfolk stating they
accessed credit. Unlike other beaches, twenty-seven percent provided Omena to processors
on credit with an average payment period of five days.

Primary processors at Bondo Beach were in almost perfect sync with the total sample with
respect to monthly gross margins and returns on cost. Twenty-six percent of primary
processors accessed credit as compared with twenty-two percent of the total sample; while
thirty percent accessed savings compared to thirty-three percent of the total sample.
Processing continued throughout the year for eighty-seven percent of processors surveyed
at Bondo Beach.

Mbita Beach

Mbita is a medium sized landing site. Approximately twenty percent of the data was
collected at Mbita. Fisherfolk at Mbita were the least profitable measured in monthly
returns on cost among the entire sample. However, in terms of annual gross margins, they
were close to the sample average since the majority of the fisherfolk (eighty-four percent)
fish throughout the year. Forty percent of fisherfolk access savings services which is well
above the sample average of thirty-one percent. Eight percent of fisherfolk access credit in
line with the sample average of five percent.

Mbita Beach primary processors fared less well than their counterparts at other landing
sites. Annually, they earn gross margins valued at sixty-seven percent of the sample
average. Nonetheless, returns on costs are close to the sample average, meaning these
processors are equally profitable as their counterparts but simply earn profits on a smaller
scale. Measured against savings and credit, Mbita processors were well below the sample
average. Twenty-four percent access savings services versus the thirty-three percent of the
sample average; nine percent access credit against twenty-two percent of the sample
average. This reality is attributable to the lower overall income earned by Mbita processors
versus counterparts at other landing sites.
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Strategic Recommendations
Income Smoothing

Savings for income smoothing in both fisherfolk and processor segments is necessary and
feasible. Economic activity for fisherfolk and primary processors essentially stops during the
fishing off-season when bans are largely enforced. Fisherfolk and primary processors quickly
deplete cash reserves during this time as few have structured mechanisms (and the self
discipline) to set aside and accumulate robust earnings when fishing is legal, creating a
financial cushion to draw down during the slack season. Unfortunately, this situation
underpins various economic problems and acerbates social ills. Interrupted cash flows
constrict financing into the value chain, thereby slowing economic growth and
development. It also creates the conditions for usurious relationships between fisherfolk
and primary processors as processors scramble to procure the small quantities of Omena
caught in spite of the ban®.

Owning Equipment Enhances Bankability

Large numbers of fisherfolk and primary processors rent equipment despite purchase
affordability (based on actual cash flows). Ownership of assets, including boats, fishing nets
and drying racks® could be achieved through financing leases at very low-risk to the lessee
over a short-term period. These leased assets, in turn, could be used as collateral to
leverage additional financing while significantly improving profitability and accumulation of
income and assets.

* It is well documented that most fisherfolk are men and the majority of primary processors are women. When
Omena supply is scarce, processors exchange sexual favors for Omena (in addition to cash) which has led to
social ills, the proliferation of HIV/AIDs and erosion of communities.

® While the literature reviewed for this study notes that drying racks are essential for quality control, and buyers
interviewed cited quality control as a real concern, the study team did not actually observe any processors using
this low cost item.
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Financial Product Recommendations

The data analysis clearly revealed adequate levels of qualified demand for financial services
by various actors in the Omena value chain. The development and marketing of financial
products are summarized in the table below.

Financial Product 1: Micro-Lease Financing for Fisherfolk and Primary Processors

Description

Provision of assets for fisherfolk, such as: boats, equipment kits (including
nets, lanterns, floats, paraffin tins, etc.). Primary processors: drying racks,
nets, etc. secured by the asset itself on finance lease terms. End user makes
a down payment of twenty percent of the asset cost but the financier
retains ownership of the asset until the last rental installment is paid by the
borrower upon which ownership of the asset can be passed to the
borrower on agreed terms.

Potential Market

Forty-five percent of fisherfolk rent boats; no primary processors have
access to drying racks and thirty-three percent of primary processors rent
old fishing nets for drying. To start with, a minimum of 300 leases per
landing site is realizable.

Value

Micro-leases ranging among Ksh 7,000 (drying nets); Ksh 10,000 (drying
racks); Ksh 40,000 (fishing boats) per lessee with minimum value of the
lease equivalent to eighty percent of the asset cost leased and yielding a
portfolio of between Ksh 8.4 mm to Ksh 48 mm the first year.

Timing

September 2010: with the onset of the fishing season, financial institutions
offering lease products are well positioned with limited modification to
current practices to enter the market.

Risk and Risk
Mitigation

1. Borrower default: Retrieve and resell the asset.

2. Loss of asset (specific) through theft, accident, fire and other hazards:
Make insurance mandatory for the higher value leased assets
(comprehensive insurance in the case of assets with relatively high value);
brand the leased assets and/or recover through guarantees.

3. Poor quality assets supplied to borrowers: Partner with reputable
vendors and TA entities sourcing suitable assets.

4. Asset poorly maintained by the lessee: Repayment periods kept short
(entirely feasible) to minimize risk of wear and tear accelerating asset
depreciation.

5. Overfishing resulting in encumbered cash flows and reducing
repayment capacity: enter the market with modest incremental increases
in the fishing fleet.

Complementary
TA

Financial: Product development support and/or loan guarantees.
Non-financial: BDS support, particularly to primary processors, and
introduction/enforcement of quality standards by Omena buyers.
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Financial Product 2: Income Smoothing Structured Savings

Description

Regular contract savings deducted from Omena sales during high season
from September to April payable with interest in four fixed-value
withdrawals during the low production/processing season (May, June, July
and August) to enable fisherfolk and primary processors to meet regular
business (and household) financial requirements and have minimum cash
required to diversify into other microenterprises.

Potential Market

Fisherfolk and primary processors in all beach landing sites that permit the
realization of 15,000 potential clients (minimum target from the potential
universe of 75,000 fisherfolk and processors).

Value Minimum value of Ksh 5,000 per saver every month realizing a minimum of
Ksh 75 mm monthly (or Ksh 600 mm annually) in low cost savings’ liabilities.

Timing Product implementation beginning September 2010.

Risk and Risk Early withdrawal of savings: Embed forfeiture of interest on savings

Mitigation withdrawn early.

Complementary
TA

Financial: Support for product development, product launch and marketing.

Financial Product 3: Savings for Processing Equipment

Description

Primary processors save a monthly predetermined non-withdrawable
portion of his/her Omena revenue stream for subsequent investment in
drying racks. When the accumulated savings meets the needed level, it is
disbursed as a voucher to purchase the drying equipment.

Potential Market

Primary processors at all beach landing sites. The minimum number of
potential clients is 25,000.

Value Savings worth Ksh 2,000 monthly for five months with a total liability value
of at least Ksh 50 mm for twenty percent of primary processors.

Timing Continuous savings (beginning September 2010 for a maximum of eight
months).

Risk and Risk Early withdrawal of savings: Embed forfeiture of interest on savings

Mitigation withdrawn early.

Complementary
TA

Financial: Support for product development, product launch and marketing.
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Financial Product 4: Short-Term Working Capital Structured Settlement for Omena

Bulk Marketing

Description

Primary processors borrow short-term working capital to accumulate large
quantities of Omena and deliver to a Kisumu warehouse. A single buyer
purchases Omena after a quality test and pays cash to the lender for the
Omena. Lender deducts principal and interest and rebates balance of
payment to processors’ savings accounts.

Potential Market

250 primary processors at beach landing sites in proximity to Kisumu.

Value

Lines of credit with an average outstanding balance of Ksh 5 mm monthly
for five months. If the business model succeeds at making the market more
efficient, other buyers should emulate it, increasing as much as 100 fold.

Timing Beginning September 2010.
Risk and Risk Non-Performance in Terms of Omena Delivery: For the pilot period, lend
Mitigation on a two to three day basis until confidence and systems are in place.

Complementary
TA

Financial: Support for product development, product launch and marketing.
Non-Financial: Support for organizing primary processors at beach landing
sites, transport and a warehouse in Kisumu.

DCA LOAN GUARANTEE PROGRAM

KARF worked with a team of from the office of Development Credit to conduct an early
review of potential transactions for the USAID fiscal year. In the upcoming quarter, USAID
will review and qualify the expressions of interest generated by KARF for financing and

partnership.

THE CENTRAL BANK OF KENYA

During the quarter, the proposal for capacity building and technical assistance to the Central
Bank of Kenya on branchless/agency banking, anti-money laundering (AML) and Know Your
Customer (KYC), risk/crisis management, deposit-taking microfinance supervision and credit
reference bureaus was reviewed by USAID. A decision on funding is expected next quarter.

The next meeting is scheduled for February 2010.

EMERGING OPPORTUNITIES

KARF met with USAID during the reporting period to explore the possibility of researching,
analyzing and developing financial products and services in the livestock value chain in the
Arid and Semi-Arid Land (ASALs). A scope of work was drafted and submitted to USAID
Kenya for discussion and possible approval.
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PROBLEMS ENCOUNTERED

KARF is on track to meet or exceed all benchmarks specified in the Task Order. No problems
were encountered during the quarter.
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ANNEX A:
TECHNICAL DOCUMENTS
(Cumulative)

Workplans/PMPs

KARF Workplan and PMP (Life-of-Project, Including Year 1 Detail)
KARF Workplan (Year 2)

Quarterly/Annual/Final Reports

Quarterly Report, October 1, 2007 — March 30, 2008
Quarterly Report, April 1, 2008 — June 30, 2008
Quarterly Report, July 1, 2008 — September 30, 2008
Annual Report, October 1, 2007 — September 30, 2008
Quarterly Report, October 1, 2008 — December 30, 2008
Quarterly Report, January 1, 2009 — March 31, 2009
Quarterly Report, April 1 —June 30, 2009

Quarterly Report, July 1 — September 30, 2009

Annual Report, October 1, 2008 — September 30, 2009
Quarterly Report, October 1, 2009 — December 31, 2009
Quarterly Report, January 1 — March 31, 2010

Post-Election Violence

AMFI Extraordinary Board Meeting Post-Election Violence Document
Literature Review on Microfinance Disaster Reponses

Microfinance Post-Election Way Forward Paper

Final Report on the Consultative Forum for CEOs

Final Report on the Development of Microfinance Peace Building Initiatives
Pilot Peace Building Training for MFls in Kenya

SAM Microfinance as a Tool for Promoting and Maintaining Peace in Conflict
Areas presentation

Final Curriculum for Peace Building (MFls)

Peace Building Trainer-of-Trainers (TOT) program

Avocado Value Chain

KBDS Avocado Value Chain Lessons Learned

Ideal Matunda Strategic Vision Document

Ideal Matunda Pro-forma Financial Statements — Income statements, Balance
Sheets, and Cash Flows

Individual Farm Census Projections

Ideal Matunda Partnership Agreement

IFG (Ideal Farmer Group) Bylaws

IFG Rights and Responsibilities

IFG Loan Application

IFG Loan Agreement



e |FG to Individual Loan Agreements
e Treasurer Books

e Secretary Book

e Factory Lease Agreement

e Crude Oil Equipment Lease

Lake Victoria Fish Value Chain

e The Role of Financial Services in the Economic Empowerment of AIDS-Affected
Households: A Review of Practice and Options in Kenya

e Economic Empowerment of People Living with or Affected by
HIV/AIDS: a Review of Financial Sector Options

e MicroNOTE 50: Growth, Finance and the Triple Bottom Line in Kenya’s
Fisheries Value Chain

e The Kenya Capture Fisheries Value Chain: An AMAP-FSKG Value Chain
Finance Case Study, MicroREPORT #122

e Strengthening the Kenya Omena Value Chain

Maize Value Chain
e Maize Warehouse Receipting Presentation to Banks
e Case Study: Uganda-Kenya Cross Border Maize Trade

Value Chain Finance
e Final Report: Value Chain Financing Seminar
e Value Chain Prioritization Study

Dairy Value Chain
e Kenya Dairy Value Chain Finance — Research and Recommendations
e Dairy Value Chain Financing: Research Recommendations (presentation)

Omena Value Chain
e Omena Value Chain Finance — Research and Recommendations

Development Credit Authority
e DCA Report Card Template

Mobile Banking and Credit Bureaus
e Mobile Banking — the Key to Building Credit History for the Poor? Kenya Case
Study: Linking Mobile Banking and Mobile Payment Platforms to Credit Bureaus



ANNEX B:
WORKSHOPS/TRAININGS/FORUMS
(Cumulative)

Association of Microfinance Institutions
e Three-day SEEP Frame Tool for AMFI Membership

Post-Election Violence: Peace Building and Social Reconstruction

e MFI Emergency Post-Election Crisis Meeting (KARF, AMFI and FSD Trust)

e AMFI Extraordinary Board Meeting on Post-Election Crisis

e First Industry Forum on the Impact of Post Election Violence on Microfinance
Providers and Potential Responses

e Second Industry Forum on the Impact of Post Election Violence on Microfinance
Providers and Potential Responses

e One-day workshop on Social Reconstruction and Peace Building in Kenya: A
Consultative Forum for CEOs of Microfinance Institutions (Phase | of the overall
activity)

e Introductory seminar to the CEOs of leading MFIs and banks in conflict mitigation
and response

e Pilot Peace Building Training for MFIs in Kenya in Nairobi, Eldoret and Kisumu

Avocadoes

e Two-day Strategic Vision Workshop for Ideal Matunda

e Two-day Operational and Financial Planning Workshop for Ideal Matunda

e Two-day business re-forecasting workshop for Ideal Matunda, running a
sensitivity analysis on its pro-forma financials and actual expenses/revenues
based on increased growth and the reengineered business model

e Pest and disease control seminar for new spraying providers

HIV/AIDs and Financial Services
e Economic Empowerment of People Living with or Affected by HIV/AIDS: a Review
of Financial Sector Options

Maize
e Warehouse Receipting for potential banks and other financiers to promote
additional entry and competition in the marketplace

School of Applied Microfinance
e Microfinance as a Tool for Promoting and Maintaining Peace in Conflict Areas

Value Chain Finance
e Agriculture Value Chain Finance Seminar



Dairy

Dairy Value Chain Financing: Research Recommendations (presentation)

Mobile Banking and Credit Bureaus

m-Banking 2009: Balancing Innovation and Regulation



ANNEX C:
PARTNERSHIPS AND COLLABORATIONS

Name: Activity:
1. | Association of Microfinance Institutions Post-election crisis response
2. | FSD Trust Post-election crisis assistance
and funding/RAF Market
Assessment, Lake Victoria fish
value chain diagnostic
3. | USAID Office of Development Credit Post-election crisis liquidity
facilities and new DCAs
4. | Equity Bank Post-election crisis liquidity DCA
(existing), Lake Victoria fish value
chain product development
5. | Oiko Credit Post-election crisis liquidity DCA
(existing)
6. | K-Rep Bank Water DCA (existing) and SME
DCA (existing)
7. | Faulu Micro health DCA (existing)
8. | Jitigemee Trust Debt/equity DCA (postponed)
9. | Fina Bank SME DCA (existing)
10. | Kenya Commercial Bank SME DCA (existing); Dairy
Finance
11. | Cooperative Bank of Kenya Dairy Finance
12. | Water Sanitation Program (World Bank) K-Rep water DCA
13. | USAID Kenya Office of Public Health Water DCA
14 | Kenya Business Development Services Avocado value chain
15. | Ideal Matunda Avocado value chain
16. | Central Bank of Kenya RAF market assessment (update)
17. | Women Advancing Microfinance Peace building, social
reconstruction
18. | Women’s Network of Agricultural Agriculture finance
Exporters
19. | JM Matunda Avocado value chain
20. | Cameta Avocado value chain
21. | USAID’s AMAP (Office of Microenterprise Lake Victoria fish value chain
Development) diagnostic
22. | School of Applied Microfinance Peace and social reconstruction
training for banks, MFls and
SACCOs
23. | Inspired Associates Maize cross-border trade finance
24. | USAID Uganda’s LEAD program Maize cross-border trade finance
25. | Stanbic Maize cross-border trade finance
26. | Unga Millers Maize cross-border trade finance




27. | Financial Access Partnership (FAP) FinAccess National Survey 2009

28. | Financial Sector Donor Working Group Coordination of
activities/information sharing

29. | Land O Lakes Dairy value chain financial
services

30. | Jihudi Dairy Finance

31. | Postbank Dairy Finance

vi



ANNEX E:
IMPLEMENTATION CHRONOLOGY
(Cumulative)

October 2007

o  KARF implementation formally begins and running concurrent with Kenya Microfinance Capacity
Building Program (also implemented by DAI); both are administered by the same project
management team.

o  KARF holds project kick-off workshop with KEMCAP and other potential partners to begin
integrating them into KARF project design and implementation.

November 2007

e KARF attends the 3™ Annual BDS conference in Mombasa.

e  KARF signs a Memo of Understanding and Confidentiality Agreement with Ideal Matunda to
support their work in avocado production and marketing with smallholder farmers.

December 2007

e |deal Matunda produces a lessons learned paper based on the multi-year KBDS experience.
e  KARF supports AMFI in its delivery of a three-day workshop on the SEEP Frame Tool.

e Kenyan presidential and parliamentary elections held.

January 2008

e  Post-election erupts, causing widespread implementation confusion and uncertainty. The
microfinance industry and their clientele are deeply affected.

e  KARF, AMFI, and FSD convene an emergency meeting on how to support the troubled
microfinance industry.

o  KARF, AMFI and FSD prepare a literature review on Microfinance Disaster Responses to help
guide the industry.

e AMFI, assisted by KARF, holds extraordinary board meeting on the crisis and documents its
discussions.

e AMFI, assisted by KARF, convenes the First Industry Forum on the Impact of Post Election
Violence on Microfinance Providers and Potential Responses.

e AMFI, assisted by KARF, drafts a paper summarizing the findings and a way forward from the
Industry Forum.

e KEMCAP ends.

February 2007

e AMFI, assisted by KARF, holds the Second Industry Forum on the Impact of Post Election Violence
on Microfinance Providers and Potential Responses, vetting the draft paper for discussion and
adoption.

e  KARF, AMFI and FSD design a three-pronged solution to the crisis facing the microfinance
industry: (1) a $10 mm liquidity fund backed by the Development Credit Authority; (2) a technical
assistance fund to support struggling MFIs meet the demands of the radically altered lending
environment; and (3), a conflict prevention and mitigation response activity to support peace
building and social reconstruction.

e The Office of Development Credit conducts its first post conflict on-site assessment, assisting
KARF and the MFI industry to structure a rescue facility backed a potential $10 mm DCA facility.
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March 2008

The Office of Development Credit conducts its second on-site risk assessment. ODC undertakes a
due diligence risk assessment of Equity Bank and Oiko Credit. Both are potential partners of the
MFI rescue facility. The ODC examiner reviews two other potential transactions. One is a micro
health insurance product with Faulu. The other supports debt/equity investment by a MFI
wholesaler with Jitegemee Trust.

KARF, AMFI and FSD finalize a three-pronged solution to the crisis facing the microfinance
industry: (1) a $10 mm liquidity fund backed by the Development Credit Authority; (2) a technical
assistance fund to support struggling MFIs meet the demands of the radically altered lending
environment; and (3), a conflict prevention and mitigation response activity to support peace
building and social reconstruction.

April 2008

KARF conducts a one-day workshop on Social Reconstruction and Peace Building in Kenya: A
Consultative Forum for CEOs of Microfinance Institutions (Phase | of the overall activity).
KARF issues a final report on the consultative forum for CEOs.

KARF, USAID Kenya and the Financial Services Deepening Trust participate in a conference call
with the Credit Review board, providing a justification for the microfinance liquidity fund
guarantee.

USAID Credit Review Board approves the $10 million microfinance liquidity fund guarantee to
Equity Bank and Oiko Credit. The $433,500 subsidy is paid by FSD.

May 2008

KARF delivers a two-day workshop with Ideal Matunda, providing them with a new strategy for
growth and development (i.e. the company’s business reengineering that sets the plan for

moving from a donor funded project dependent on subsidies to independence and sustainability).

KARF contracts Cameta to assist Ideal Matunda with Table Banking activities in the avocado value
chain.

June 2008

KARF and USAID Kenya participate in a conference call with the Credit Review board, providing a
justification for the community water loan guarantee.

USAID Credit Review Board approves the $5 million community water loan guarantee with K-Rep
Bank as the lender and the World Bank as a technical assistance provider and value chain
manager. The $365,000 subsidy is paid by USAID Washington.

KARF facilitates a two-day operational and financial planning workshop for Ideal Matunda.

KARF begins planning for an assessment of the Lake Victoria fish and HIV/AIDs value chains,
coordinating with USAID Kenya, AMAP, DAI Washington and FSD Trust.

July 2008

KARF begins and concludes an analysis, financed by AMAP Financial Services Knowledge
Generation (FSKG), in the fisheries value chain in order to develop a Value Chain Upgrading Plan
that addresses critical finance constraints consistent with key stakeholders’ business plans and
capacities (with the focus placed on lake capture fisheries but also including a rapid assessment
of the Indian Ocean capture fisheries to explore potential for intra sub-sector financing
similarities).

KARF undertakes an assessment, financed by the Financial Services Deeping Trust, in the areas of
HIV/AIDs and financial services. The assessment animated opportunities for KARF in the HIV/AIDs
value chain and potentially highlighted the intersection of HIV/AIDs issues and potential financial
service responses in the fish producing region of Lake Victoria. The review and analysis assisted
FSDT to assess the prospects of defining a market-based approach to developing financial
services in Kenya for the prevention of HIV transmission and to mitigate the economic impact of
HIV/AIDS.

KARF pioneers a quarterly report card for partner DCA financial institutions as a means to
monitor partner performance, suggest improvements and take corrective action under the USAID
DCA loan guarantee program.




Based on the findings from the HIV/AIDs and financial services assessment financed by FSDT,
KARF delivers a workshop on its key findings and recommendations for donors and industry
stakeholders titled, “Economic Empowerment of People Living with or Affected by HIV/AIDS: a
Review of Financial Sector Options.”

KARF delivers a one-day workshop and presentation for the FSDT on Warehouse Receipting in
maize for potential banks and other financiers to promote additional entry and competition in
the marketplace.

August 2008

KARF completes its findings and recommendations for FSDT in a paper titled, “The Role of
Financial Services in the Economic Empowerment of AIDS-Affected Households: A Review of
Practice and Options in Kenya.”

KARF assists Ideal Matunda in its effort to greatly improve smallholder group solidarity and
individual farmer profitability by designing and introducing a system to ‘lock-in’ farmer
participation to eliminate ‘side selling’ using a new approach to financing through embedded
savings and credit.

KARF designs and introduces new documentation for Ideal Matunda to guide saving and credit
methodology for smallholder avocado farmers.

KARF leads a two-day business re-forecasting workshop for Ideal Matunda, running a sensitivity
analysis on its pro-forma financials and actual expenses/revenues based on increased growth and
the reengineered business model.

KARF delivers an introductory seminar to the CEOs of leading MFIs and banks in conflict
mitigation.

KARF prepares a final report on the Development of Microfinance Peace Building Initiatives.

September 2008

KARF and USAID Kenya participate in a conference call with the USAID DCA Credit Review board,
providing a justification for the micro-health insurance loan guarantee.

USAID Credit Review Board approves a $5 mm micro-health insurance DCA loan guarantee with
Faulu. The $250,000 subsidy is paid by USAID Washington.

USAID Kenya mission director signs and authorizes for implementation four new DCA loan
guarantees prepared during the fiscal year (K-Rep community water, Oiko Credit MFI/SACCO
liquidity, Equity Bank MFI/SACCO liquidity, and Faulu micro health insurance).

Ideal Matunda, using a new legal agreement prepared by KARF, contracts smallholder avocado
farmers implementing the approach designed in August.

KARF prepares and delivers a presentation at the School of Applied Microfinance (SAM) in
Mombasa on the subject: Microfinance as a Tool for Promoting and Maintaining Peace in Conflict
Areas.

KARF prepares and delivers a training on Pilot Peace Building Training for MFIs in Kenya in
Nairobi, Eldoret and Kisumu.

KARF facilitates pest and disease control seminar for new spraying providers to keep pace with
Ideal Matunda’s growing business.

October 2008

KARF enters into a strategic partnership with Inspired Associates, LTD. —a Uganda-based
constancy, specializing in a broad range of financial services activities, including agriculture value
chains, agribusiness, micro and SME, etc.

KARF begins working with Ideal Matunda in Central Kenya to implement new financing
arrangements and documentation.

KARF finalizes two papers in Lake Victoria fish from work undertaken the previous quarter
(MicroNOTE 50: Growth, Finance and the Triple Bottom Line in Kenya’s Fisheries Value Chain; The
Kenya Capture Fisheries Value Chain: An AMAP-FSKG Value Chain Finance Case Study,
MicroREPORT #122).

Oiko Credit begins disbursing loans under the DCA loan guarantee finalized the previous month.




November 2008

KARF and Inspired Associates conceptualize and develop a cross-border maize finance scheme
and trade strategy.

KARF refines training materials and a final curriculum for the Association of Microfinance
Institutions (AMFI) and the Financial Services Deepening Trust (FSD) on the Phase Il Peace
Building and Social Reconstruction program

KARF participates in the design work, as a member of the Financial Access Partnership (FAP),
leading to the enumeration of data collection for the FinAccess National Survey 2009.

December 2008

KARF negotiates a Memorandum of Understanding with USAID’s Livelihoods and Enterprises for
Agricultural Development (LEAD) Project in Uganda to support producer organizations and
Stanbic in order to facilitate a cross-border maize finance scheme and trade strategy.

KARF begins work on a Trainer-of-Trainers Program so that it can begin the delivery of
comprehensive and country-wide program on Phase Il Peace Building and Social Reconstruction
for its membership.

KARF supports AMFI in its delivery of a three-day workshop on the SEEP Frame Tool.

KARF starts discussions with the Central Bank of Kenya to provide technical assistance and
capacity building in six discrete topical areas.

January 2009

KARF signs a Memorandum of Understanding (MOU) with USAID’s Livelihoods and Enterprises for
Agricultural Development (LEAD) Project in Uganda to support producer organizations and
Stanbic in order to facilitate a cross-border maize finance scheme and trade strategy.

KARF helps secure funding for research and the completion of a study financed by the Micro
Enterprise Office of USAID Washington on linking mobile banking platforms to credit bureaus.

February 2009

KARF and FSD found the Financial Sector Donor Working Group and hold its first meeting to
discuss the functionality, purpose and objectives of the group.

KARF begins planning additional work in the fish sector and develops SOWSs that were submitted
to USAID Kenya for approval.

KARF assists Ideal Matunda to locate a suitable factory for the processing and storage of
avocadoes and helps with structuring and negotiating the terms of the facilities lease, in addition
to providing similar support with the lease of processing equipment.

KARF supports Ideal Matunda to source buyers in Greece and South Africa for processed crude
avocado oil and negotiate terms.

March 2009

KARF conducts an agriculture value chain finance seminar for financiers and donors involved in
the sector.

KARF completes its revisions of and finalizes the Peace Building and Social Reconstruction training
materials and a final curriculum for the Association of Microfinance Institutions (AMFI) and
Financial Services Deepening Kenya (FSD).

KARF finalizes work on a Trainer-of-Trainers (TOT) program for AMFI so that it can begin the
delivery of a comprehensive and country-wide program on Phase Ill Peace Building and Social
Reconstruction for its membership.

The study on linking mobile banking platforms to credit bureaus is completed.
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April 2009

KARF develops a Scope-of-Work (SOW) for an extensive analysis of the dairy value chain,
targeting the identification of financing strategies for agribusinesses through partnership with
Kenyan financial institutions.

KARF helps secure funding for research and the completion of a study financed by the Micro
Enterprise Office of USAID Washington on linking mobile banking platforms to credit bureaus.

May 2009

KARF and FSD found the Financial Sector Donor Working Group (FSDWG) and hold its first
meeting to discuss the functionality, purpose and objectives of the group.

KARF participates in the conference, m-Banking 2009: Balancing Innovation and Regulation,
jointly sponsored by the Center for Emerging Market Enterprises (CEME) at The Fletcher School,
Tufts University and the Kenya School of Monetary Studies (KSMS), an affiliate of the Central
Bank of Kenya (CBK).

June 2009

KARF begins research and analysis of the dairy sector to development financial products and
services.

The avocado harvest begins with encouraging early results.

The Strengthening the Kenya Omena Fish Value Chain study was carried out and completed in
June 2009.

Results of the second national survey on access to finance in Kenya, FinAccess 2009, were
launched.

KARF helps the Central Bank of Kenya (CBK) to further prepare a draft request for assistance and
it is submitted to USAID Kenya for discussion purposes.

July 2009

KARF finalizes it dairy value chain finance research, analysis and product recommendations.
KARF facilitates a seminar on its dairy finding to an audience of bankers, donors and service
providers.

The CBK and KARF met with USAID Kenya to discuss the policy reform agenda in the financial
sector and potential areas for collaboration.

August 2009

KARF begins meeting with financial institutions having expressed interest in partnership on dairy
value chain finance.

KARF prepares a Scope of Work for quantitative research, analysis and product recommendations
in the Omena (Daaga) value chain for financial services.

September 2009

The Financial Sector Donor Working Group met and jointly decided to prepare a paper on

prioritized agenda items for engagement with the Government of Kenya.

KARF begins work on the process of engaging the financial sector on dairy finance product
development and implementation.

KARF starts collecting and analyzing fiscal yearend reporting requirements from partners.

October 2009

KARF and FSD develop a Scope-of-Work for a Value Chain Finance Prioritization Study and initiate
the work.

KARF continues meeting with financial institutions having expressed interest in partnership on
dairy value chain finance.

November 2009

KARF and FSD complete the Value Chain Finance Prioritization Study, identifying VCs with high
potential for financial services.

KARF meets with financial institutions to discuss findings outlined in the Value Chain Finance
Prioritization Study; outside of dairy, partners express current interest in fish, namely
Omena/Daaga.
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KARF prepares a Scope of Work for research, analysis and product development for
Omena/Daaga.

KARF finalizes the collection of partner information for fiscal yearend reporting requirements and
submits the data to USAID Kenya.

December 2009

KARF conducts quantitative research in the Omena/Daaga value chain in the Lake Victoria region
for the development of financial products and services.

KARF begins to receive expressions of qualified interest for partnership from financial institutions
on dairy value chain finance.

The Financial Sector Donor Working Group meets briefly, without a quorum, and KARF has a
separate discussion the possibility of partnering with the IFC on jointly supported DCA for KWFT.
KARF submits a proposal to the USAID Kenya to support the Central Bank of Kenya.

January 2010

KARF begins its analysis of data from the Omena value chain research.
KAREF starts to finalize qualified expressions of interest from financial institutions in dairy finance.

February 2010

KARF drafts a scope of work for research in the ASALs for livestock financial services.

KARF receives feedback from USAID Kenya on the CBK proposal and begins preparations for a
possible add-on to the task order.

KARF prepares for TDY from the Office of Development Credit to review a list of possible DCA
transactions for the fiscal year.

KARF works with financial institutions on the process of product development.

March 2010

KARF finalizes product recommendations for Omena finance and prepares for a seminar with
financial institutions.

KARF continues its focus on dairy partnerships and receives additional expressions of interest.
KARF works with the Office of Development Credit to identify and pre-qualify partner financial
institutions for new loan guarantees. KARF submits a proposal to the USAID Kenya to support the
Central Bank of Kenya.

Xiii



	Generalized Broad Findings
	Fisherfolk
	Primary Processors

	Individual Landing Sites Specific Trends
	Sori Beach
	Mahanga Beach
	Bondo Beach
	Mbita Beach

	Strategic Recommendations
	Financial Product Recommendations



