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Why do Afghan farmers need credit?

In every healthy economy around the world, government helps farmers access affordable credit, usually when they borrow against next season’s crops. 

Today Afghan farmers can often not borrow except from expensive lenders in the bazaar or from narcotics buyers. Micro-credit schemes often demand unrealistic short-term payments, and those with mid-sized farms can often not find lenders at affordable costs.

Afghan farmers need to be able to invest in better seed or fertiliser, or to rent more farmland or to help their family through a short-term crisis. With credit, farmers can afford to modernize using new technology, improved irrigation, mechanization, storage and processing and, finally, deliver goods to markets.

How will the new farm credit program start?

This grant is the first step in a much larger process that the Afghan Government has designed for farm credit. This important initial step will test farm credit systems while making credit available to farmers, farm institutions and agribusinesses nationwide. 
USAID will provide US $100 million as start up finance for a new institution called the Agricultural Development Fund (ADF). USAID will also provide an additional US$ 50 million to do two jobs. It will provide technical experts to help MAIL design and establish the ADF and create different kinds of loans and loan programmes that farmers need. This money will also help build agricultural value chains, which are technical and business partnerships that develop existing agricultural products from the crops on the farm, to factories that preserve or manufacture agricultural items, to packaging and marketing and sales in Afghanistan or abroad.

This funding will permit the Afghan Government to prove that farm credit works, before attracting more financing to expand lending institutions and lending services further. Ultimately the ADF may become a full bank assuming the assets of the Agricultural Development Bank.

How will farmers get loans?

The ADF will work through banks and similar commercial lending institutions which will lend to farm-co-operatives, farmers, agribusinesses and others. Government will determine what types of loans are needed by farmers, help the lenders with financing, and regulate the process to protect lenders and borrowers alike.

How will this credit program overcome earlier difficulties?

We know more about agricultural lending than ever before.

First, banks and other commercial lending institutions are often reluctant to lend to farmers because of widespread risk – the ADF will bear much of the risk and solve an old problem of getting capital provided to farmers.

Another key issue is working capital, which is financing to meet short-term expense requirements. Earlier Afghan farm credit programmes did not listen to farmers and, for example, demanded repayments before harvests when farmers had no money. Again, under this new program, farmers and agribusinesses will be able to access the credit products that they need.

It is also important to use Islamic lending systems if we wish farmers to borrow. Murabaha and Musawamah systems of Islamic lending will be used, where for example the lender buys inputs and provides them to the borrower with no interest charges.
Another issue is investment capital – financing to meet farmers’ medium or long-term needs for money, usually for the purchase of equipment, or construction or land. The ADF will investigate the Islamic Ijarah system, where the lender institution buys the asset and rents it to the farmer, sharing risk between lender and borrower.

How will credit opportunities expand with our few banks?

This is a very creative and flexible program in terms of who can borrow. 

Credit will be available through banks to farm stores and agriculture depots already available across much of the country. But farmers will be able to borrow through other means as well. For example, a large dried-fruit company may borrow from an ag-depot on behalf of its fruit suppliers and pass along funds to upgrade their harvesting or packaging. A farmer co-operative may borrow on behalf of its members altogether, or borrow on behalf of a single member or group of members who may wish to buy mechanised equipment. 

How fast will it start?

In the first year the ADF plans to distribute US$ 18-to-24 million to 12,000 borrowers. By the end of second year, the ADF expects to lend an additional US$ 30 million to 18,000 new clients.

The ADF will also support seed enterprises by providing them with credit to help them purchase and distribute certified wheat seed nationwide.

USAID Gives $150m to Start Farm Credit Says MAIL Minister
سوال و جواب راجع به سیستم قرضه و مسایل مربوط به آن
د قرضې سیسټم د پیل لپاره د یو ایس آی دي ۱۵۰ ملیونه ډالره مرسته
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