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Promotion of business models in agricultural value chains

Q1 Some business models have net advantages for value chain
development. If we promote these models, many VC actors will benefit.

Agree Disagree Why or why not?

Q2. We are knowledgeable VC development experts. We are able to
advise VC actors on what is a good business model to invest.

Right Wrong Sometimes

Any comments on these questions?
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What is a business model?

A business model is...

...the specific combination of product/markets, internal

operations and technology, supply and marketing links
that an enterprise uses to succeed and grow.

=  Wikipedia: “A business model shows the rationale of how an
individual firm creates, captures and delivers value.”

= Every enterprise has a business model, either implicitly or
explicitly.

1) Source: Ostenwalder, Pigneur (2010), The Business Model Generation
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How can we describe a business model?

Business model canvas - Simplified format

Partners, | Value- Product Relations | Custormers
suppliers creating (,value and
activities & | proposition) | channels
resources
Cost structure Revenue stream

Profit or Loss

Page 4



gi

Deutsche Gesellschaft
fur Internationale
Zusammenarbeit (61Z) GmbH

Z

Key
Partners

Key partners?

Key suppliers?

Which key resources
are we acquiring from
partners?

Which key activities do

Key
Activities

What key activities do
value propositions,
relationships,
distribution channels,
revenue streams
require?

partners perform?

Key
Resources

What key resources
do

value propositions,
relationships,
distribution channels,
revenue streams

raoura

Value %
Propositions

What value do we
deliver?

Which of our customer’s
problems are we helping
to solve?

What bundles of
products and services
are offered?

Which customer needs
are we satisfying?

customer Q

Relationships

Types of relationships
with each customer?
Are they integrated with
the business model?
How costly are they?

Channem

Through which channels
are customers reached?
Are channels integrated?
Which ones
- work best?
- are most cost-efficient?

customer
Segments

For whom are we
creating value?

Who are the most
important customers?

Cost Structure

What are the most important costs inherent in

the business model?

Which key resources are most expensive?
Which key activities are most expensive?

Revenue Streams

For what value are customers willing to pay?
For what do they currently pay?
How much does each revenue stream
contribute to overall revenues?
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How do business models relate to the value chain?

= The value chain as a whole can be decomposed into business models
of specific types of operators who follow a similar business model.

= Value chain development implies improving the business models of
operators.

>
5 ((b)
3 v
o Whole
- _ sale > Shops/
Paddy Semi-industrial traders Super-
traders rice mill P
> markets

The position in the VC is the
starting point for describing
the business models
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The connection of business models along the chain

Cost Revenue Cost Revenue
structure stream structure stream
Supplier business model Buyer business model
Y

“Integrated (interlinked) business model”
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What is the significance of financial biz model analyses?

The business model is a system. If we seek greater profitability and
Income of farmers and SMEs, we have to be aware of other financial
parameters in their business models that will change in parallel.

Critical financial parameters include:

= the minimum volume of products made and sold (production scale)
= the volume of raw material, inputs and number of workers required

= technical efficiency ratios (e.g. yields, transformation rates, energy
consumption)

= ability of the enterprise to repay loans

= And there are still more issues to consider...
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How can we use the business model approach?

= |t helps improving existing business models, especially for small
enterprises;

= |t helps to identify and compare sustainable businesses: Social
businesses, inclusive businesses, green business models etc.

= |t can generate new ideas, develop new business cases to create
jobs and market access

= \We can introduce technical innovations based on a holistic economic
assessment

= We can support the replication of improved business models;

= |tis atool for verifying that suggested VC solutions (such as
linkages, service provision, financing) are financially attractive.
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What are major challenges of promoting business models?

= Do we have sufficient understanding of markets, technologies and
costs? Do we have enough access to sensible data and information,
e.g. as an industrial entrepreneur has?

= The decision to invest and the risks have to be taken over by the
entrepreneur.

= There are limits to replicating interesting business models because
of limited market demand.

= There may be unintended negative side effects: Affecting negatively
the market position of pioneers and competing companies, job
losses due to mechanization.

= Do companies have access to finance for realizing interesting
investments?
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Global Project - «<Promotion of agricultural
finance for agri-based enterprises in rural
areas»

(GV AgFin)

Turning Business Models into Finance

Bonn, 05.04.2018
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Agenda

= Overview of the project GV AgFin

= AgFin Business Model analysis

= Turning business models into finance- examples from
Benin

Global Project “Promotion of Agricultural Finance for agri-based Enterprises in Rural Areas” Seite 12
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= Title: Promotion of agricultural finance for agri-based enterprises in rural
areas

= QObjective: The supply of farms and agri-based enterprises in rural areas with
financial services adapted to their business models is improved

= Direct Target Group: Emergent farmers, rural agricultural SMEs and
cooperatives

= GV AgFin is designed to support other bilateral/regional projects — especially
the global Green Innovation Centre Projects

Global Project “Promotion of Agricultural Finance for agri-based Enterprises in Rural Areas” Seite 13
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1. Mali (in 2018)

2. Benin

3. Nigeria (in 2018)

4. Cameroon (in 2018)
5. Zambia

24/05/2018 Global Project “Promotion of Agricultural Finance for agri-based Enterprises in Rural Areas” Seite 14
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Agenda

= QOverview of the project GV AgFin

= AgFin Business Model analysis

= Turning business models into finance- example from
Benin

Global Project “Promotion of Agricultural Finance for agri-based Enterprises in Rural Areas”
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Value Selection In-depth

chain of calcu-

scoping business lations
models

Global Project “Promotion of Agricultural Finance for agri-based Enterprises in Rural Areas” Seite 16
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Business Model Calculation Tool

Sheets for Data Entry

1 2 4 4 5 6
General Revenues Variable Invest- Fixed Financing
data costs ments costs

Report Sheets

7 9
Income Cash flow
statement

Global Project “Promotion of Agricultural Finance for agri-based Enterprises in Rural Areas” Seite 17
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Business Model Calculation Tool

General data

Currency FCFA ’

Exchange rate (1 EUR = ... FCFA) 656 - -
Applicable tax rate 25%

Interest rate charged for investment credit .l_i%""-—--_____

Interest rate charged for working capital loan 18% T

Name of existing scenario

Cashew Nursery (Pépiniériste petit éche-ll_é]' T

Name of improved scenario

p

/

Starting year

2017

|

V4

Name of the product/service

- Figure from the Business Model:
Improved cashew nursery

hat would be the tax rate that the enterprise would pay? Write as a percentage of

[FR] D'Un point de vue réaliste, qu'slle sera le taux d'impdts que I'entreprise payera? Ecrivez le

pourcentage applicable sur le bénéfice brut.

Cashew Nursery improved [Pépiniériste anacarde grelff [EM] Please enter the applicable interest rates directly in the worksheet "Financing” (sub-section B,

column CJ.

[FR] Weuillez insérer le taux d'intérét applicable directement dans la feuille de calcul "Financing” (sous-
section B, colonne C).

List of products/services
(for both scenarios)

Anacarde gr?fé o

Anacarde selectionée

Méelina

Acacia

Teck

Moringa

Kaya

Seiba

Cocotier

Description

(of the improved scenario in comparison to the
existing situation)

Global Project “Promotion of Agricultural Finance for agri-based Enterprises in Rural Areas”

[EM] Write up to nine products / services that the enterprise would sell in the existing scenario, the
improved scenario or both. Each product / service has to be listed only once.

[FR] Ecrivez jusgu'a neuf produits / services que |'entreprize vendra dans le scénario existant, le

Seite 18
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Business Model Calculation Tool

Variable costs (in FCFA)

B) Improved scenario

B) Improved scenario: Cashew Nursery improved [Pépiniériste anacarde greffé grande échelle)
First month of variable First month of variable First month
E 1|plaht 1 1|{plant 1 1lplant
Per batch of ( p}\ es plantes plantes
\/
nacarde greffé Anacarde selectionée Mélina
Month of Month of
Inputs Unit Ngfof units | Unit price Cost purchase*) Unit MNo. of units | Unit price Cost purchase*) Unit MNo. of units | Unit price
{mmzmm...) {mm;mm...)
Terreau Par = 3 01 Par sac 3 01 Par sac 1
Semences ﬁ:g &0 01 kg 1 01 kg 0,001
Greffons chns 5 01] Greffons -
Ligatures Jﬂatures 1 01| Ligatures =
Sacs de Plantation Sac 1,00 15,00 15 01 sac 15 01 Sac 1 15,00
Sachets de protection Sachet 1,00 0,60 1 01 Sachet -
Empotage / Par sac 1 2,00 2 01 Par sac , 2 01 Par sac 1 2,00
TOTALInputs  # 106 21 —
"
Manth of Manth of o wE\
Labour Unit No. of units | Unit price Cost purchase*) Unit Mo. of units | Unit price Cost purchase*) Unit Mo. of units | Unit price | =, == |
{mm;mm...) [mm;mm...) =
- - s

Global Project “Promotion of Agricultural Finance for agri-based Enterprises in Rural Areas” Seite 19
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Business Model Calculation Tool
A) Own capital ) Debt financing C) Cash flow

Tupe of Financing * of investment Amount
hew investments 3.054.500
O capital 207 £10.900
Fequired debt capital 807 o 2443600
Starting cash 4 250.000
B) Debt financing
Monthly installment Cost of Hepayments
Tupe of Financing Amour) Interest rate™ Month of ™ Month of last ce period [in months]Y repaymen grace credit in total
p.a. dizsbursemen| repayment ayment terms t period period [interest [interest +
Investrment credit 2.443.600 & 123 1 a 5 1.240.157 24 436 153,835 2.E02.495
Working capital loan 1 4_200.000 \ 18 1 Efl @ne sinale installmen £3.000 315.000 4.575.000

Working capital loan 2 \\ \ Oine zinale installment at.:l\ . . N
Warking capital oamn 3 \\ One zinals instaliment at2] \ B B -
Workibg capital loan 4 \ Oine sinals installment at.x] B N _
Working capital loan 5
Working capital loan B

One single installment : % o - -

One: zinale instaliment at x|

One sinale installment at x|

473.895 F.117.495

Working capital loan 7

Month
cumul ative

Cazh Flow
Operations

Caszh Flow Own capital — Cash flow “ash flow
Investments G oo single month  cum. vive

1 -3.548.033 -3.054.500 E10.900 ( 2443600 4.200.000 B51967
2 -133.633 -24.436 -63.000 -221.065
E -133.633 -24.436 -63.000 -221.065
4 -133.633 -24.436 -63.000 -221.065

Global Project “Promotion of Agricultural Finance for agri-based Enterprises in Rural Areas” Seite 20
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Decline of sales price by 50% for
grafted Cashew Seedling
Additional services remain the same

Risk sensitivity analysis i€

FRisk factors

_ Year
| Risk factors Product 2017 2018 2019 2020
RRise f decline of sales price Anacarde greffé 0% -50% 0% 0%
(by +/- x%) Anacarde selectionée 0% 0% 0% 0%
Méelina 0% 0% 0% 0%
Acacia 0% 0% 0% 0%
Teck 0% 0% 0% 0%
Moringa 0% 0% 0% 0%
Kaya 0% 0% 0% 0%
Seiba 0% 0% 0% 0%
Cocotier 0% 0% 0% 0%
RRise [ decline of yield levels Anacarde greffé 0% 0% 0% 0%
(by +/- x%) Anacarde selectionée 0% 0% 0% 0%
Mélina 0% 0% 0% 0%
Acacia 0% 0% 0% 0%
Teck 0% 0% 0% 0%
Moringa 0% 0% 0% 0%
Kaya 0% 0% 0% 0%
Seiba 0% 0% 0% 0%
Cocotier 0% 0% 0% 0%
_HRise [ decline of interest rates Long term loan 12% 12% 12% 12%
({to an interest rate of x% p.a.) Working capital loan 18% 18% 13% 18%

Potential effects on total profitability

18.000

16.000

14.000

12.000

10.000

B.0DD ~

6.000

4.000
2.000

2017 2018 2015 2020
OProfit before tax in an existing scenario involving risks
W Profit before tax in & no-risk improved scenario

B Profit before tax in an improved scenario involving risks

Global Project “Promotion of Agricultural Finance for agri-based Enterprises in Rural Areas” Seite 21
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Pilot and

Value Selection In-depth Develop- Validation
chain of calcu- ment of workshop
scoping business lations mini
models business

rollout

cases

Global Project “Promotion of Agricultural Finance for agri-based Enterprises in Rural Areas” Seite 22




Agenda

= QOverview of the project GV AgFin

= AgFin Business Model analysis

= Turning business models into
finance - example from Benin

= Example of the Cashew tree nursery BM

* Process of BM analysis and utilisation in Benin

= |Lessons learnt

Global Project “Promotion of Agricultural Finance for agri-based Enterprises in Rural Areas”
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Example of the Cashew tree nursery BM

VC
analysis

BM
analysis

oo

tion
Export
Processing
Intermediary
trade

production

supply

World market

Exporters

A
]
!

Processors
1

e o o e e

Collectors

4
[

Cooperatives

[ e e e e e

RS

—]

4
1
200,000 Cashew farmers
4
‘——-:—-.- ------ L ------- A
. : ~. I
4 N\
s ) n
Cashew nurseries |\

)

~ -

So -
Global Prﬁé’bt"l’rdﬁﬁtﬁn of Agricultural Finance for agri-based Enterprises in Rural Areas”

Agrochemical
] suppliers
4

Opportunities for the nursery
BM: Developing market for grafted
seedlings, high potential for
competitiveness, high potential
impact for buying cashew farmers,
rather low potential for replicability

Needs for BM upgrading: working
capital and investment capital for
material, tools and a vehicle

Which SME are profitable with
which financing?

- BM analysis for an exemplary
SME for its actual situation and
for an improved scenario
increasing the annual production of
grafted cashew seedlings from
5,000 to 25,000

Seite 24
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Example of the Cashew tree nursery BM

= Economic analysis of larger cashew nursery compared to existing scale
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Small cashew nursery with 5,000 grafted Large cashew nursery with 25,000 grafted

seedlings seedlings
(current situation) (target scenario)
Notes EUR Notes EUR
Revenues
Grafted cashew (after losses) | 3,500 seedlings @ €0.76 2,668 | 23,750 seedlings @ €0.76 18,102
Certified cashew 4,850 seedlings @ €0.46 2,218 2,218
Mélina 970 seedlings @ €0.19 185 185
Acacia 4.850 seedlings @ €0.15 739 739
BM Teak 4.850 seedlings @ €0.15 739 739
lvsis Moringa 9.700 seedlings @ €0.19 1,848 1,848
UL Kaya 4.850 seedlings @ €0.19 924 924
Seiba 970 seedlings @ €0.19 185 185
Coconuts 140 seedlings @ €3.04 427 427
Total Revenues 9,933 25,368
Variable Costs
Inputs Bud wood, seed, soil, materials 1,985 | Bud wood, seed, soil, materials 5,205
Other costs - -
Total variable costs 1,985 5,205
Wy [ ~
Gross Margin 7,948 20,163 e
Fixed Costs ‘\~ ’/'
Maintenance and insurance 5% of investment cost/year* 66 | 5% of investment cost/year* 1= = m k23 ="
Permanent staff 2 part-time workers 274 | 4 skilled part-time workers 1,364
Other fixed costs 174 457
Depreciation 175 943
Investment loan interest™ - 242
Working capital loan** - 480
Total fixed costs 689 4,110
e [ =irre e 7,259 16,053 -

*

Except the well which costs 25% per annum
** Only in the first year; thereafter the profit increases to that effect

~

Y
s

o _—” .
= Seite 25
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= Calculation of the improved BM: Average price

Equipment

(in EUR)
an :';,/Isis =  Gross mgrgin of 78% depending on different Shade cloth and shed 305
assumptions Fence 228
Results | ] ) . Water tanks and pumps 1,753
= Investment needs in equipment of € 4,656: Tricycle 1371
- short-term investment loan € 3,725 for 8 Well 609
months at 12%; Other tools 390
- working capital loan amount € 6,402 (6
months at 18%) Total 656
= Using the case for a pilot cooperation with real SME and MFI:
JiEanon =  Convincing the existing SME and MFI of the potential gains of investment

= Elaborating critical financial and technical parameters / selection criteria for
SME suitable for upgrading their BM

=  Offering technical and financial services for BM upgrading

= Elaborating real business plans and loan applications for the existing SME

Global Project “Promotion of Agricultural Finance for agri-based Enterprises in Rural Areas” Seite 26
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~Turning business Wodel into finance —

BM analysis and utilization in Benin

1.VvC
scoping

2. BM
selection

3. Calc.

4. Mini-
Business
Cases

Under-
standing

Utilisation
by entre-
preneurs

Utilisation
by FI

Step 1 to 4: Identification, description and calculation of business models - different levels of
profitability and feasibility and scale of potential MFI clients:

» 5shortterm group loans: input loans for soy/rice, group marketing loans cashew and
shea, cashew maintenance loan

» 8 short-/mid-term individual investment and working capital loans: extension of
poultry production (trad./modern broiler, layer), soy cheese processing, rice mill, cashew
tree nursery, cashew orchard maintenance service provider, soy thresher, tractor

Step 5 to 6: Different joint and separate workshops and working sessions with farmer
organizations, entrepreneurs and (potential) partner FlI:

= To convince both sides of the potential profitability of the models and of the
entrepreneurial/commercial approach of the project and to prioritize the models

= To elaborate with both sides realistic and feasible selection criteria, pilot clients,
financial product conditions, support/control services for
pilot financing collaboration schemes

Global Project “Promotion of Agricultural Finance for agri-based Enterprises in Rural Areas” Seite 27




''''' _‘ ; "'}:' i iZ Efiz%%z;fi%lﬁ;j;GmbH
...... ~Turning business Model into finance — g

BM analysis and utilization in Benin

Sk =  Setting up pilot financing collaboration schemes:
services for : : e L :
Tor ettt » (Tripartite) MoUs clarifying the roles of farmer organisations/SME, MFI, project
Y =  Service contracts or grants for field agents of farmer organisations or advisory
. service providers for client selection, communication and field/village control
Creating visits from facilitation to disbursement until reimbursement
examples of
'mpéf\)ﬂved =  Service contracts or grants for MFI consultants for supporting strategy and
product development
» Results of facilitated loans in 2016/17 with 100% own Fi capital resources:
Upscaling
improved =  Cashew group marketing loans for 169 farmers (7 cooperatives), 100%
BM repayment; ongoing loans for 1212 farmers (36 cooperatives)
Embedding =  Shea group marketing loans for 852 women (37 cooperatives), 100% repayment
improving _ _ _
BM =  Ongoing soy group input loans for 342 farmers (23 cooperatives)
practices

Ongoing individual investment and working capital loans for 15 SME: cashe
tree nursery, soy processors and poultry farmers

——-——-—/i______———-—-‘

Global Project “Promotion of Agricultural Finance for agri-based Enterprises in Rural Areas”
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Turning busmess model into finance — lessons learnt

= BM analysis can to be done...

» for averagel/typical and real farmer/SME

o = comparing actual situations with improved scenarios
analysis
» using different tools for different degree of details
» depending on the aim and user (“teaser” or basis for product development for Fl, basis
for individual business plans or group loan applications)
=  BM analysis is giving information for an upgrading package with needs for technical,
Results organizational and financial improvements and services (training, coaching, financing)
=  BM analysis have be continuously adapted with VC actors
» depending on different capacity levels and backgrounds
Jianon = before and after pilot financing collaboration experiences

= forintegrating and institutionalising the tools in manuals, trainings and policies of
farmer organizations, SME service providers and Fl

Global Project “Promotion of Agricultural Finance for agri-based Enterprises in Rural Areas” Seite 29



