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Abstract 

This paper intends to explore the financing options for agricultural SMEs in Namibia and provide 
reasons why financial institutions may not be interested in financing agriculture. By using a 
qualitative methodology approach, a case study research design by way of in-depth semi-structured 
interview(s) was followed to interview farmers, commercial banks, development banks, venture 
capitals and private equities. This study is a deviation from prior studies that have focused on small-
scale farmers and subjected farmer’s access to finance to rural credit markets, mostly informal money 
lenders using secondary information mostly from household surveys to build econometric models. 
The study shows that only about 33 percent of formal financial institutions provide finance to 
agricultural SMEs. Lack of expertise and perception of risk were cited as top reasons why formal 
financial institutions find it hard to provide finance to agricultural SMEs.  Building from authors cited 
in this paper, we assert that new financing mechanisms can be achieved through innovative ways of 
thinking and tapping examples from other successful countries.  
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1. Introduction 

Although the latest assessment of Namibia’s financial system stability by the International Monetary 
Fund (IMF) concluded that the banking sector is mature, very profitable and well-capitalised 
(International Monetary Fund, 2007; Bank of Namibia & Namibia Financial Institutions Supervisory 
Authority, 2015),  recent evidence shows that farmers are unaware of any financing options open for 
them (Schutte, 2015). This lack of information and low productivity of agriculture suggest an 
opportunity for agricultural development (Ministry of Agriculture Water and Forestry 2008). Among 
many factors that could lead to agricultural development, access to finance by Agricultural Small and 
Medium-scale (SMEs) farmers is considered important (Norton, Alwang & Masters 2015).  

The motivation for this paper follows the argument by Siebel, Giehler and Karduck (2005:13) who 
opined that there are two issues affecting the demand and the supply-side of financial resources. 
These are the lack, and the other is the abundance of financial resources, both resulting paradoxically 
in a lack of resources for agricultural investments. On the lack of financial resources side, there is 
evidence that the number of donor supported agricultural investments is in decline and there is not so 
much to show that government or commercial finance are compensating for the reduction in supply of 
loanable funds to agricultural production. On the abundance of financial resources side, there is an 
abundance of loanable funds in rural institutions because savers are more than borrowers which 
results in excess liquidity. Although the excess liquidity is generated in rural areas, it is siphoned off 
to urban areas. In this paper we are interested in identifying the financing options for agricultural 
SMEs in order to assess and understand the lack or the abundance of financial resources in agriculture 
in Namibia.   

There is evidence that analysis and documentation of literature in agricultural credit particularly in 
Namibia is lacking and this paper aims to fill the gap. Tonin, Dieci,Ricoveri, Foresi, S. and Hansohm,  
(1998:11) conducted a study focusing on financial services for small enterprises in Namibia but 
excluded agricultural enterprises because of their “unique nature”.  Other studies elsewhere that have 
focused on small-scale farmers have subjected farmer’s access to finance to rural credit markets i.e. 
informal money lenders using either econometric models or secondary information to analyse the data 
(see Hoff & Stiglitz 1990; Aleem 1990; Obeng 2008). This paper focuses on both the formal financial 
institutions (supply-side) and agricultural SMEs (demand-side) using a naturalistic approach with 
primary data. Although previous literature already provides us with information on credit access for 
agricultural SMEs, this information is very little (Cabannes 2012), and does not provide us with a feel 
for the real issues on the ground to enhance our understanding. This explains why this paper focuses 
on narratives that highlight and illustrate key issues. Studying access to finance for agricultural SMEs 
in Namibia cannot be over-emphasised as agriculture contributes to food security, food sovereignty, 
and national culture in Namibia. The importance of findings for this research gives information and 
advice which could be immensely valuable to farmers, bank personnel, investors and planners in 
agricultural development and decision makers at any level in terms of access to finance.  For the 
purpose of this study, the type of farmers that are the subject of discussion are the small and medium-
scale famers and not subsistence farmers (who barely interact with the market) or large farmers (who 
are generally well financed). Given the above introduction, this paper intends to explore the following 
two objectives:   

1) To identify the financing options for agricultural SMEs from both the demand and the 
supply-side  

2) To identify reasons why formal financial institutions may not be involved in 
agricultural finance in Namibia. 

 

The rest of the paper is structured as follows: the next section looks at the conceptual framework and 
literature review, section 3 provides stylized facts on Namibia’s banking institutions, the methodology 
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is explained in section 4, section 5 presents the results of the study, Section 6 discusses the results and 
implications for the study and section 7 concludes.   

 

2. Theoretical framework and Literature Review 

Until the early 1980s agricultural planners in developing countries were concerned with the need to 
increase food production. As a result, vast amount of financial resources were poured into agricultural 
development banks until these resources were withdrawn in the early 1990s by donors because the 
performance of these banks was measured in terms of loan disbursements rather than the actual 
number of small farmer borrowers. As a result, development banks were tempted to grant loans to 
well established larger farmers than small farmer borrowers and therefore missed their target group 
(Klein et al. 1999). The absence or withdrawal of development banks in lending to small famers 
borrowers has also not allowed the private supply of funds to rural areas as the private sector’s service 
tends to target the wealthier sectors. In other words, neither countries with donors that withdrew their 
support from development banks nor those that changed the bank’s approach to private sector 
financing managed to achieve widespread service to agricultural clients. Apart from the private sector, 
microfinance institutions that were also set up after the unsuccessful operation of agricultural 
development banks have not managed to close the agricultural finance gap either because they 
focused more on financing small-scale trading activities in urban areas and paid little attention to rural 
population involved in agricultural production (Siebel, Giehler and Karduck 2005). The Namibia 
Financial Institutions Supervisory Authority (NAMFISA) reveals that micro-lenders only serve the 
formally employed sector, i.e. lending by these institutions is salary backed1. Trivelli and Venero 
(2007) posit that the reason for the limited response of the private sector lies in the failure of rural 
financial markets. 

Given this, the conceptual framework guiding this study is the failure of the market to allocate 
resources efficiently or fairly.  Jensen (2000) argues that market failures in agriculture do exist and 
these could have been caused by monopoly power on the part of agricultural lenders, possible 
information asymmetries and incorrect perception of agricultural risk from the standpoint of 
agricultural lenders. The existence of market failures in agricultural markets results in inefficient 
markets and less amounts of credit provided to agricultural borrowers.   

Trivelli & Venero (2007) however wrote despite the failure of rural financial markets, agricultural 
SMEs could (and should) be served by development banks as this could result in significant gains for 
the economy by for example reducing poverty. Although the possible benefits to the economy of 
financing agriculture is made and lending techniques are suggested, there are still various reasons 
cited as to why many financial institution still shy away from agricultural financing. Coates and 
Hofmeister (2012) argue that agriculture in most parts of the world is often exposed to high systemic 
and market risks and as a result, the problem of lack of access to finance for agricultural SMEs has 
hampered their performance and productivity. Apart from being regarded as risky, other reasons cited 
on why financial institutions are reluctant to provide finance to agricultural SMEs are,  they lack skills 
(Namibia Training Authority, 2013), the existence of information asymmetry arising from inadequate 
financial statements making it difficult to assess their effectiveness, high administrative or transaction 
costs of lending and  investment of small amounts (Abereijo and Fayomi 2005 as cited in Akingunola 
2011).  

Cabannes (2012) conducted a survey in Gampaha (Sri Lanka) on 22 financial institutions and only 10 
were involved in agricultural ventures.  Of the many perceived or practical bottlenecks in financing 
agriculture are concerns about farmers’ behaviour regarding repayments; perception that urban 
agriculture is small and unprofitable or does not match the current strategic objectives of the 

                                                             
1 This information is from an unpublished briefing paper prepared by NAMFISA in 2013.  
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institution to name a few. The World Bank (2008a) identified that the challenges faced by banks in 
serving small and medium-scale farmers are training loan officers and appraising agricultural 
activities, developing products with flexible repayment schedules that fit agricultural cycles, coping 
with weather risks and developing delivery and monitoring mechanisms that keep costs low while 
serving sparsely populated areas. Furthermore, Siebel (2005) notes that almost no use is made of 
commercial banks by small farmers in tropical Africa and elsewhere because there are few branches 
of private banks in rural areas, and banks that are reluctant to lend to small farmers without title to 
land. Mollett (1984); Jessop, Boubacar, Marjan, Abdallah, Job and Bert (2012) reason that  the 
heavily subsidized interest rates usually  place a low ceiling on savings deposits so that the system 
discourages commercial banks from lending to farmers . For this reason, most banks have neither the 
rural branch networks nor the agricultural lending expertise to serve small farmer clients 

In Nigeria, banks are ready to give a sizeable proportion of credits to SMEs, only if they are forced to 
do so. This was observed when the mandatory commercial bank’s credit allocations of 20% of the 
total credit to small scale enterprises declined progressively after it was abolished by the government 
through Central Bank of Nigeria (Olutunla & Obamuyi 2008).  

Coates and Hofmeister (2012) extend their discussion to Venture capital funds and argue that when it 
comes to Venture Capitals (VCs) and Private Equities (PEs), the attention received by SMEs 
particularly in the agricultural sector as compared to other sectors in Africa is not so much because 
information in the agricultural sector is scarce, the understanding of potential investors is limited as 
well as the restrictions placed by investors in venture capitals (see also Samsel, Hambley & 
Marquardt 1991).  

It is undeniable that the agricultural sector is a unique sector and faces greater risks as compared to 
other sectors when it comes to financing but every business, irrespective of the sector it falls in faces 
risks to a certain extent, the question to ask is how those risks are mitigated in other sectors and how 
they can be adjusted not only to serve an agricultural entrepreneur but also satisfy the financier. 
Trzeciak-Duval (2003) suggest that one of the options for developing financial infrastructure and bank 
restructuring is for commercial banks to establish specialised rural financing units although this may 
create tension between the pure profit maximisation objective and the need to service agriculture and 
the rural areas. However, complementary instruments like guarantee schemes can be introduced.  It 
goes without saying that an increase in rural financing institutions is one way to promote awareness of 
formal sources of help available for farmers. Trivelli and Venero (2007:29) averred that in Latin 
America for example, financial entities have developed innovative technologies for gathering local 
information, established credit bureaus to store customer’s credit histories and share them among 
financial entities benefiting both the financial market and the customers.  

In Bangladesh for example, out of five Development financial institutions, only two were active 
lenders to agriculture. The government in Bangladesh provides refinance facilities to financial 
institutions interested in financing agriculture. These refinance facilities are provided for three types 
of loan products namely short-term loans to cultivate crops, medium-term loans for livestock and 
poultry production and long-term loans for agricultural equipment. Although these banks in 
Bangladesh later became insolvent because of growing capital deficits, reformation took place later 
(World Bank 2008a).  

Coates and Hofmeister (2012:85) posit that innovative approaches to increase financial services to 
more isolated rural areas involve branchless banking but such approaches should not substitute a 
branch network because nothing seems to capture the full financial services of a community like a 
“bricks and mortar” branch.  
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Lending techniques 

Closely linked with the debate on financing options/mechanisms for agriculture is the discussion on 
lending techniques.  Huppi and Feder (1990) note two lending techniques with the main forms being 
group and individual lending. Huppi and Feder (1990) further note that there are notable successes to 
group lending for financial institutions for example reliance on member’s deposits than on outside 
sources of funds. Kodongo and Kendi (2013) support Huppi and Feder (1990) by arguing that group 
lending helps individuals to be more financially stable and reduce the risk of default because of 
pressure to pay on time from other members of the group (see also Besley & Coate 1995).   
 
On the contrary, Lehner (2009) posit that, group lending may be regarded as ineffective where the 
costs of monitoring for group members are high because of loose social ties and might have a negative 
effect on repayment since the incentive of future credit is no longer present in the event that one 
member fails to pay.  Lehner (2009) therefore concludes that individual lending may be preferred 
when the amount requested is small, refinancing cost are low and competition is intense. Presenting a 
basic model and comparing between optimal individual lending contract and the optimal simple group 
lending, Bhole and Ogden (2010) oppose these statements by Lehner (2009) by arguing that group 
lending performs better than individual lending even in the absence of social sanctions. 
 
Kodongo and Kendi (2013) concludes that the choice between individual and group lending should be 
informed by each financial institution’s philosophical orientation because high default from either 
individuals or groups is attributed to failure of loan officers to properly screen, encourage and train 
clients on financial discipline.  
 
Our view is that lending institutions expertise on agricultural financing is important for 
implementation of either individual or group lending.  
 
 

3. Stylized facts on Namibia’s financial sector 

Development Banks 

Development Banks (AgDBs) are defined as mainly government owned institutions (Siebel, Giehler 
and Karduck 2005). In Namibia, there are two development banks namely the Development Bank of 
Namibia (DBN) started in 2004 and Agricultural Bank of Namibia (Agribank) started way back in 
1907. DBN was set up with the aim to contribute to national economic development through 
financing of various types of economic enterprises, projects and activities. As such, it provides 
finance to both the public and private sector (including emerging entrepreneurs and SMEs) for start-
ups and expansions, equity deals, bridging finance, enterprise development finance, trade finance, 
small and medium enterprises finance, public private partnerships, public sector infrastructure, local 
authorities as well as bulk finance to microfinance providers (mainly term-lending credit only micro 
lenders) (Development Bank of Namibia, 2014). Agribank on the other hand provides loans for 
agricultural and fisheries related economic activities including small scale famers. In order to boost 
food security, the government of the Republic of Namibia diverts some funds to agricultural activities 
through the principle of contract farming in its Green-scheme Policy of 2003. The ministry has 
appointed Agribank to make production and capital loan facilities available to farmers in the green-
schemes.   

 
The International Monetary Fund (IMF) (2007) has revealed that only 9.5% of lending is allocated to 
agriculture, forestry and fishing relative to the total credit from commercial and development banks in 
Namibia (International Monetary Fund, 2007). Nevertheless, Agribank continues to be the major 
providers of credit for agricultural. Agribank was promulgated in order to expand the scope of 
business to capitalize on opportunities in the market and transform the institution into a more versatile 
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and responsive to all stakeholders in order to meet the demands of the ever-changing business 
environment (Agribank 2014). Agribank continues to receive the biggest portion of financial support 
from government with N$321 million expected for the financial year 2015/16 (Menges 2015). Total 
loans to agriculture from Agribank has increased over the years from N$1.063 282 million in 2003 to 
N$1.930 667 million in 2015 (Abiatar 2015). Despite this increase, lending to farmers remains a 
challenge because of the mortgage collateral requirements that are quite restrictive, especially to 
small-scale farmers in communal rural areas. This is exacerbated by the lack of secured land rights to 
enable access to credit by the majority of small-scale farmers in rural areas to expand and develop 
agricultural land to its full potential (see Ndjoze 2012).  

Commercial banks 

Commercial banks are defined as banks falling under the banking law and not under a special act, 
such as the development banks act or the agricultural reform act (Seibel et al., 2005:17). In Namibia, 
the banking industry comprises of six commercial banks, of which four are traditional commercial 
banking institutions (namely First National Bank of Namibia (FNB), Standard Bank of Namibia, 
NedBank of Namibia and Bank Windhoek) while two are specialised banking institutions (i.e. FIDES 
Bank which is a microfinance deposit taking bank and the SME Bank).  According to Kaakaunga, 
Zaaruka, Motinga and Steytler (2004), the distribution of commercial banks in Namibia is heavily 
skewed, in favour of urban centres, with only a few branches located in rural areas.  Although lending 
to agriculture from commercial banks has been increasing over the last 15 years in Namibia, it has 
moved at a very slow pace from the year 2001 to 2011 and dramatically increased from the year 2011 
to the year 2014 (Abiatar, 2015). See table 1 below. What is unclear is whether these lending went to 
large farmers, medium or small farmers. Research has shown that although commercial banks do 
finance agriculture, this type of finance usually goes to agro-processing units, agro-trading and related 
businesses while primary farming is shunned. However, agriculture is reported as the third highest 
sector that commercial banks lend to in Namibia with commercial & services sector and resident 
sector in the top two.  See the total row in Table 1 below:  

Table 1: Commercial banks' lending to agriculture in Namibia between the years 2001 until 1st 
quarter of 2015 

Years Sectors 

Agriculture Fishing Mining 
and 

Quarrying 

Manufacturing Building and 
Construction 

Commercial 
& services 

Resident 
sectors 
and 
others 

2001 1769.47 1669.90 307.27 2151.34 1632.7 11371.98 19008.97 

2002 1730.07 1945.86 377.8 2109.92 2125.38 12261.11 20297.97 

2003 2294.08 2933.89 929.55 2230.59 3223.53 15067.91 29785.47 

2004 2383.30 2759.2 1322.91 1557.73 5236.32 18363.03 37926.55 

2005 2975.46 3753.03 1618.73 1629.68 1718.51 20472.57 46769.23 

2006 3109.53 2723.15 1043.86 1694.45 1308.12 30773.68 44673.74 

2007 3657.50 2416.1 1633.06 1995.33 1351.11 33404.42 64079.84 

2008 4580.98 3011.7 2011.37 2648.12 1770.02 36163.22 70565.23 
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2009 5704.75 3090.91 3010.35 2800.24 1918.79 40152.29 76131.27 

2010 6560.92 3664.09 2266.73 2455.92 2157.93 45271.85 80328.68 

2011 7219.88 3492.93 2266.73 3030.29 2539.73 51795.87 91987.06 

2012 9071.36 3928.23 3658.21 3382.67 2373.15 62552.29 102836.27 

2013 10768.13 3330.25 5223.74 4066.88 3547.02 70127.1 119304.86 

2014 13352.49 3473.7 5223.25 4391.13 4317.85 81924.46 139349.67 

2015 (1st 
Quarter) 

3576.41 909.86 1392.09 1337.89 1466.94 23047.61 36622.01 

Total 78754.33 43102.8 32285.65 37482.18 36687.1 552749.39 979666.82 

Source: Bank of Namibia data (2015) 

Despite the existence and lending by commercial banks, Bank of Namibia (2013) reports that 
commercial banks in Namibia have been operating inefficiently because according to the bank-cost 
efficiency ratio, they are above 50 percent which is not desirable. This inefficiency could be a result 
of the dominance of the industry by the four main banks and thus the lack of competition. Ikhide 
(2000) is of the opinion that attracting new entries to the industry is necessary to provide a 
competitive stimulus and spur innovation in products and practices, including those suitable for the 
financially excluded.  

The 12th Annual Symposium of the Bank of Namibia held in 2010 on “SME Development in 
Namibia” argues that in order to improve access to financial services for the informal sector and bring 
the poor in the formal banking system, a paradigm shift needs to occur. Bank of Namibia argues that 
mobile wallets have the potential to provide an urgently needed breakthrough. Banks need to get back 
to basics and focus on making money through financial intermediation rather than through transaction 
fees (Bank of Namibia, 2010). 

Venture capitalists and private equities 

Venture capital (VC) is explained as an investment made on the basis of the development of a 
business which is mostly targeted at start-up, green schemes and early stage investments while Private 
Equity (PE) focus on businesses that are already established or going through a stage of changing 
shareholders. Although there are countries in Africa such as Kenya, Nigeria and South Africa who are 
large recipients of VCs and PEs, Namibia is still in its infancy stage and investment into businesses 
mainly come from local capital. There are 14 Venture capitalists (VCs)/ private equities (PEs) 
according to the Business Financial Solutions report of 2013 namely i) Stimulus Investments limited, 
ii) Spitz Health care investment, iii) First Capital Estate finance fund, iv) Preferred Investment 
Property fund trust, v) the Desert stone fund, vi) OMIGNAM tunga real estate fund, vii) OMIGNAM 
expanded infrastructure fund, viii) Tukuneni capital, ix) The frontier property trust, x) SIM Namibia 
real estate, xi) SME Compete Fund, xii) Namibia Procurement Fund (NamPro Fund),  xiii) VPB 
Namibia growth fund and xiv) Koigstein Capital Property Investment fund 

Established in 2004, “Stimulus” is the oldest and first private equity fund that was established in the 
country and invests mainly in well established companies. After the year 2004, 11 more VCs, PEs, 
and angel funds were created between 2010 and 2013 and provide different forms of financing such as 
trade credit. Although many venture capitals invest into start-ups, they focus on other sectors but 
agriculture (see Business Financial Solutions report 2013).  
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For the purpose of this research, the concept of financing options includes both monetary and non-
monetary options. 

 

4. Methodology 

By using a qualitative methodology approach, case studies research design by way of in-depth semi-
structured interview(s) and secondary data sources were used. A structured interview as opposed to an 
unstructured interview eases the researcher’s task of organizing and analysing interview data. It also 
helps readers of the report judge the quality of the interviewing method and instruments used (Bowen 
2005:217). The methodology was designed to elicit the financial institutions that are financing 
agriculture in Namibia, the financing options that farmers are aware of and the reasons for not 
financing agriculture. Given that the degree to which questions were structured depended on whether 
an institution financed agriculture or not and whether farmers were aware of other financing options 
apart from Agribank, it is the participant’s knowledge and experience that decided which topics were 
important in the various interviews. Additional data collection methods were reviews of documents of 
different financial organizations including international financial reports on Namibia financial system 
and green-scheme projects documents that were analysed for this study.   

Sample and site selection 

Purposive (judgement) sampling was utilized in choosing the participants from green-schemes in 
three research sites in Namibia. The following criteria were included on the demand-side: 

• Must be involved in primary production with a farm size between 3 and 6 hectares (ha) for 
small-scale farmers and between 6 and 12 ha for medium-scale farmers as per definition of 
Agribank  

• Must be producing to sell and not for family consumption 

The following is the population list of the green-schemes that fit the criteria’s above that the 
researcher was presented with by the Agricultural Business Development office2 (Agribusdev) in 
Windhoek, Namibia  

Table 2: Population list of Green-schemes 

Green-scheme Number of farmers 
(with valid contracts3) 
in a green-scheme  

Region 

1. Etunda green-scheme irrigation project 9 Omusati region 

2. Uvhunguhungu green-scheme irrigation 
project 

10 Kavango region 

                                                             
2 The Agricultural Business Development is an entity responsible for overseeing the operations of the green-
schemes in the country who are financed by Agribank 

3 The researcher only received the population list of farmers from (AGIRBUSDEV) who’s farming lease 
contracts were renewed at the time of interviews.  The number of farmers on the ground may be more than 
reported in this paper.  

 



9 

 

3. Hardap green-scheme irrigation project 13 Hardap region 

4. Ndonga-linena green-scheme irrigation project 28 Kavango region 

5. Shadikongoro irrigation project 13 Kavango region 

Source: Agricultural Business Development Agency (AGRIBUSDEV), Northern Industry, Windhoek 

 

To have a clear idea of the location of the green-schemes in the country, see Map below: 

Figure 1: Map of Namibia with regions 

 

Source: Stat planet4 

In order to ensure that there was fair representation of the green-schemes in terms of the location of 
regions in the country and to reduce selection bias, one green-scheme was selected per region. i.e. 
Etunda green-scheme, Hardap green-scheme, Ndonga-linena green-scheme, were selected purposively 
per region:  

Depending on the availability of farmers and convenient time for the researcher and participants in 
various regions, 6 interviews were from Ndonga-linena irrigation scheme, 6 from Hardap irrigation 
green-scheme and 6 from Etunda irrigation scheme. In addition 3 farms of Agricultural SME owners 
in Omusati and Kavango who are operating independently outside5 the green-schemes were also 
interviewed. These were Second chance garden in Omusati region, Pozere and Gamade gardens in 
Kavango region and resulted in 21 farmers on the demand-side. 

On the supply-side, more than 50% of banks (all situated in Khomas region) participated in the study. 
The criterion that was used to select the financial institutions was that it had to be a formal institution 
that is a commercial bank, development bank and venture capital (VC) funds/private equity. The 

                                                             
4 Stat planet is a software for interactive data visualisation and mapping 

5 Identified by way of snowball sampling 
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researcher interviewed three of the five6 commercial banks (except for Nedbank and Standard Bank 
that were too busy to schedule time for an interview), all development banks and 4 selected VC funds. 
In order to select VC funds, a brief latest and only study  in the country  on active local providers of 
venture capital, private equity and angel funding in Namibia (2013) was used (Business Financial 
Solutions, 2013). Only VCs, PEs, and Angel funds that targets businesses in “any sector” were 
interviewed so as to find out if agricultural SMEs were part of the ‘any sector’ or not and reasons 
thereof. These were VPB Namibia growth fund, The Desert Stone Fund, Namibia Procurement Fund 
(NPF) and Stimulus Investments. Given the above, the sample on the supply-side resulted in 9 formal 
financial institutions.  

All the interviews were conducted after ethics approval by the University of Stellenbosch Business 
School ethics committee and permission granted by the financial institutions 

Justification of the sample size 

Because the emphasis of this research is on quality rather than quantity, the objective was not to 
maximize numbers but to become “saturated” with information on the topic (see Padgett, 1998: p.52). 
The aim is to capture depth and richness rather than representativeness (see Padgett, 1998: p.50). 
Guest et al (2006) cited in Baker & Edwards (2012) conducted only 12 interviews in their study. 
Similarly, Speedling (1981) conducted only 8 interviews in his study. Our interviews have been 
complemented with secondary information and this has assumed the adequacy of the data.  The reason 
to conduct 21 interviews on the demand-side includes a limited budget, accessibility of the farmers 
more especially farmers without Agribank loans (were accessibility proved difficult), the willingness 
of participants to speak freely with the interviewer and data saturation. Furthermore, because of the 
small population of farmers operating with valid contracts in the various green-schemes on the 
demand-side (see table 2 above), a small sample size resulted on the demand-side. Similarly, 
Koranteng (2010) conducted a similar study in South Africa but only interviewed 9 farmers.  
 
Research procedures  

Participants were given informed consent forms to read, ask any questions related to the study and 
sign the forms before the researcher could commence with the interview.  All questions were 
translated into Oshiwambo (the language of the Omusati region) and Rukwangari (the language of the 
Kavango region) for participants who could not understand the official language English. There were 
no language difficulties experienced in Hardap region therefore all questions were asked in the 
official language. One extra person was used to help with translation in Kavango region as the 
researchers could not understand the language. The collected data is reported in such way that persons 
could not be identified. The interviews lasted no more than 45 minutes each. The interviewing was 
done during September and December 2014 in the interviewees places of work, which were located 
mostly in the green-schemes on the demand-side and bank offices on the supply-side. The interviews 
were taped, with the agreement of the interviewees, transcribed for analysis and anonymity of the 
participants was ensured.  

Data analysis process 

If qualitative research is to bring about meaningful and useful results, it is imperative that the material 
under scrutiny is analysed in a methodical manner (Attride-Stirling 2001; Pope, Zeibland and Mays, 
2014).  Content and thematic analyses were the main techniques for data analysis. To support the 
analysis, the software ATLAS.ti was used. For a computer-assisted analysis, Friese (2014) suggests 
the use of the NCT approach - Noticing things, Collecting things and Thinking about things (see 
Figure 2). 
                                                             
6 “Five of the commercial banks” exclude the FIDES bank (see commercial banks' section in the literature 
review  for a full list of these) 
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Noticing things refers to the process of finding interesting things in the data when reading through 
transcripts, field notes, documents, reports etc. Collecting things refers to the process of naming 
things that you have noticed and grouping those that belong together or have the same name. This is 
referred to as coding. This study employed an open coding with an inductive framework approach. 
Coding refers to categorizing and combing the data for themes, ideas and categories and then marking 
similar passages of text with a code label (Cooper & Schindler, 2011). Codes relevant to the research 
question were created, themes were established and data were systematically examined to see ways in 
which themes were portrayed. 

Thinking about things refers to the ability to think about things that you have noticed and collected in 
order to find patterns and relations in the data. This is where structuring of the code list began and 
development of categories and sub-categories of codes according to the research question. The 
categories were refined through repetitive review of the data. During this process subcategories or 
new categories were identified and analysis continued until no new categories emerged. The research 
question memo with a detailed explanation of the research question was then set up and was linked to 
the various types of financing option categories identified in the data.  

The benefits of using the NCT method analysis enables an analyst to work in a systematic manner 
(Friese 2014:13-14). The main aim is put all the findings together and gain a coherent understanding 
of the phenomenon. 

 

Limitations of the study 

Methodologically, this paper has few limitations. Because of the small population on both the demand 
and supply-side and a highly dispersed country that Namibia is, the sample-size remains small and 
number of interviews did not allow obtaining a great variety in answers. Nevertheless, many of the 
intended participants are representative because one farmer with an Agribank loan could also have 
represented the entire green-scheme in one region because of repetitions in farmer’s interviews and 
therefore data saturation.  In addition, because many of the participants on the demand-side are 
farmers operating in green-schemes, this may have created some bias. However, green-schemes 
capture the small and medium-scale farmers who are the focus of this study. Because of the small 
sample size, this study may not be generalised to the population but theory generalization may be 
made. 

Criteria for judging the quality of the research 

According to Yin (2009, p.40), there are criteria’s to consider in judging the quality of the research. 
These are: construct validity, internal validity, external validity and reliability. For this study, quality 
was ensured by doing the following: 

For construct validity, multiple sources of evidence i.e. interviews and secondary data sources were 
used. The secondary data documents provided the necessary information to make cross references for 
the inferences. 

For external validity, results in this study may only be generalised to relevant theory that was used in 
carrying out the study and not to the population.   

The reliability of data for this study is solely attributable to the answers given by the interviewees. A 
mechanical recording device was used with permission. Procedure on how this study was carried out 
has been documented to allow collection and analysis by another researcher. 

Internal validity is about establishing causal relationships. Because this study did not measure any 
relationships internal validity is therefore not suitable for this type of study.   
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In the findings section, illustrative comments are documented in quotes for the various themes in 
order to gain a sense of the financing options provided, financing options known by farmers and why 
formal financial institutions do not provide finance in Namibia.    

 

5. Results 

Out of the 9 institutions on the supply-side, only 3 institutions finance agricultural SMEs which is 
about 33 percent out of the total percentage.  These are:  The Agricultural Bank of Namibia 
(Agribank), Bank Windhoek and First National Bank (FNB). As expected, Agribank is the main 
institution involved in financing agriculture in the form of loans subsidized by the government; Bank 
Windhoek finances articles such as tractors for farming while FNB performs intermediary on-lending. 
The rest of the institutions (six institutions out of nine) that formed part of the analysis indicated that 
they do provide finance but not to agricultural SMEs. Illustrative quotes of existing financing options 
to agriculture, financing options known by farmers apart from Agribank and reasons for not financing 
agriculture from institutions that are not financing farmers are presented in the following section. 

 

Financing options 

Agribank provides various forms of collateralised and subsidised loans (by government) for 
production to farmers in green-schemes. Farmers who are not in green-schemes receive assistance as 
well in the form of loans although these are not subsidised by the government.  A manager of lending 
noted: 
 

‘Those who have been backed by the government they are being treated differently because 
we will liaise with the government to provide them the collateral, the ones farming 
specifically in the green-scheme farm but the others they provide their own collateral’. (P18, 
26:467) 
 

These loans are disbursed by way of individual lending as opposed to group lending. Although 
Agribank tried group lending in previous years, it did not work out because of poor execution. 
 

‘We give to individuals; we use to do group loans before. Group loans were not successful 
because the whole idea then its five, aaah more than ten years ago was that at least the, we 
wanted to do this group lending so that at least the people in the group give each other 
pressure in order to service the loans but that was not successful because what happened is 
that people just met in front of the bank door, form a group in front of the bank door, got the 
money, they don’t even know each other then they shared the money and then everybody 
disappeared when you go back and to say okay group leader where is that money he will say 
but I don’t even know that guy I just met him in front of the bank door so our experience in 
terms of that was not quite good, we lost a lot of money and it was one of the initiative that we 
were trying to do in the communal but it never I think the implementation was a bit wrong in 
terms of the execution’. (P17, 57:60) 
 

Apart from Agribank, FNB performs intermediary on lending to farmers but only to commercial 
farmers because communal farmers do not own land to serve as collateral.  
 
                                                             
7 The numbers at the end of the quotes represent the primary documents numbers and paragraph numbers. 
For example P18, 26:46 mean the quote is from primary document 18, starting in paragraph 26 and ending in 
paragraph 46. 
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‘There is only one scheme that we have, there is a scheme in Okakarara what we call is the 
Okamakapati. That’s Ongombe farmers association what we do is we lend money to the 
farmer’s association and they lend money to the different farmers in their community and they 
manage the farmer’s association or they actually manage that funds on behalf of the bank. 
We do financing on the basis of security as you know in the communal area there is no, the 
land doesn’t own to someone specific, the security is a problem’ (P21, 28:52). 

 
Bank Windhoek does not provide finance in the form of money but rather finances specialised 
equipments (at a higher deposit and should be salary backed) that farmers may need for production 
but are unable to afford with their own savings. 
 

‘What we finance for agricultural activities, we finance them with the tractor for example 
things like equipment’ (P19, 32:32).  The specialised equipment we ask a higher deposit that 
can go up to 30 percent. By specialised we mean an equipment that can just be used in that 
specific industry but not other industries, not like a computer where everybody can use it but 
just an irrigation system is basically just meant for agriculture so we ask for a higher deposit 
on that. Reason being if that client did not fulfil the agreement, obviously when we going to 
repossess and sell not everybody would want to repossess this article. It’s likely not to be sold 
(P19, 81:81).  

 
In order to compare between formal agricultural financing mechanisms that exist and what is actually 
known by farmers, farmers were asked of the financing options that they were aware off apart from 
Agribank in order to establish the credit possibilities known on the demand-side. Many farmers 
pointed to the fact that they were only aware of Agribank. ‘I looked for assistance from Agribank 
because there is nowhere else one can get money doing such type of work and in such a place’. (P16, 
105:105). Another participant noted: When it comes banks I only know of Agribank’. (P13, 95:95) 
 
Medium-scale farmers pointed to commercial banks (although they complained of interest rates) and 
village councils while others especially independent farmers felt there was lack of information in the 
country on the different financing options available apart from Agribank.  ‘I am not aware of any but 
those are the type of things we would like to get information on. There is lack of access to information 
because you hear of people who have been given kind of assistance apart from loans but I don’t know 
how that happens’ (P16, 98:98).  

The lack of information is consistent with results found by Abor and Biekpe (2006) cited in Narteh 
(2013) who report that although there are lots of funded schemes available for SMEs, they are mostly 
under-utilized because firms are sometimes not aware of these non-bank financing options and 
therefore rely heavily on the inadequate and collateral-driven bank finance. Similarly, Klerk et al. 
(2013) discuss that familiarity with formal financial products is limited, as is awareness of formal 
sources of help by farmers.   

 
Reasons for not financing agriculture 
 
Formal lenders in Namibia cite the lack of expertise and high risk in financing agriculture as top 
reasons for not financing agriculture (see Figure 4 below). 
 
 
All Venture Capitals and Bank Windhoek acknowledged the lack of expertise as one of the main 
reason for not taking the route of financing agriculture. ‘The reason for not financing the agricultural 
industry one is just the nature of the industry itself being agriculture you need to have specialist 
people that have specialised in that industry and who will be able to analyse the applications in that 
industry you know in the right way’(P19, 28:28).  
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Another Venture Capitalist respondent noted: we would have loved to go into farming for instance or 
agriculture but we just said no, look here, we know nothing about agriculture (P29, 27:27) 
 
It is important to note that although Bank Windhoek may assist in purchasing agricultural production 
machinery for example tractors and machines; these are treated as normal transactions only for people 
who can provide proof of income in order for the bank to determine repayment possibility.  
 
 
 

 
Figure 2: Reasons for not financing agriculture from financial institutions8 

 

 
Source: author’s data, software used: ATLAS. ti and Microsoft excel 
 

Furthermore, risk involved in financing agriculture also scored highest among the reasons found for 
not financing agricultural SMEs. This is consistent with results found by the World Bank (2008b). 
Because of reasons ranging from weather to low –returns in agriculture, SMEs particularly farmers in 
primary production are perceived to be high risk businesses as opposed to farmers adding value to an 
already produced product. ‘Being able to tell us what the risk involved is, you know the potential of 
that business and etcetera etcetera. For example if the person would want to do cropping, you know it 
is one of the things that is viewed to be higher risk because the reason is you don’t really know would 
this person be able to harvest or their project to harvest, What in case probably some natural 
disasters you know, diseases that you know can arise in the middle of you know, the process and all 
those things’.  (P19, 32:32) 
 

 
‘Risks prevalent in the agricultural sector due to dependencies on nature, potentially capital intensive 
nature of agriculture with limited return capacity, unless the intensity is increased on the back of 
possible technological advances, that comes at great cost as well’. (P24, 47:47). 
 
                                                             
8 Not all the quotes supporting identified reasons for not financing agriculture in Figure 4 are included in the 
paper. However these can be provided by authors upon request. 
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As for the Development Bank of Namibia, they argue that there is already Agribank in existence and 
therefore they do not see the need of financing agriculture. ‘Agribank by law and by it’s pure 
definition is supposed to look at the agri-side of things were we look at the more commercial side of 
things so that distinction is there and that’s why most of that products if not all will be routed through  
Agribank (P20:47:47). 
 
 
Integrating agricultural aspects when training bank personnel is important so that no one feels 
excluded when it comes to access to finance for agricultural purposes.  
 

6. Discussion and implications 
 
The aim of the study was to investigate the financing options for agricultural SMEs from both the 
demand and the supply-side and the reasons for not financing agriculture. The study indicates that 
there is a very small number of formal financial institutions providing finance to agricultural SMEs 
which implies that financial penetration in the country is low when it comes to agricultural financing. 
Findings endorse that on the supply-side, although financial institutions exist, very few (3 out of 9) 
are interested in financing or providing support for agriculture to small and medium-scale farmers 
which by implication mean, there is a lack of financial resources for agricultural production in the 
country. Trzeciak-Duval (2003) cautions that government should ensure competition in financial 
markets in order to drive innovation and efficiency and minimise the risk of monopolistic practices. 
 
 
Although the agricultural sector is rated as third highest sector that commercial banks in Namibia lend 
to as shown in Table 1, it could be that this lending is mostly to large and well-established farmers 
with collateral. This assumption is based on the fact that of the commercial banks interviewed in this 
study, FNB only finances SMEs with title to land in commercial areas.  ‘We do financing on the basis 
of security as you know in the communal area there is no, the land doesn’t own to someone specific, 
the security is a problem’. The reality, therefore, is that the majority of agricultural SMEs particularly 
those in green-schemes are not farming in commercial areas and do not have title to land.  Moreover, 
Bank Windhoek only finances farmers’ tractors which should be salary backed.  
 
All venture capitals interviewed in this study acknowledged that they do not have either the expertise 
in financing SME in agriculture, ‘the reason for not financing the agricultural industry one is just the 
nature of the industry itself being agriculture you need to have specialist people. This finding 
resonates the argument by Siebel et al (2005) who argue that the belief of bank Chief Executive 
Officer(s) and donors with unsurmountable problems of agricultural finance has turned into a self-
fulfilling prophecy, either by categorically excluding this type of finance, or, when giving it a try, 
failing because loan officers are not experienced and not convinced. Narteh (2013) provides 
suggestion that there is a need for banks to monitor and understand the business needs of the SMEs 
and provide adequate finance to ensure effective business development. It will also be prudent for the 
banks to segment the SMEs based on specific sectors so that staff in the bank can specialise and 
provide the needed services as required.   
 
Furthermore, the negative bias of financial institutions perceiving Agricultural Small and Medium 
Scale Enterprises to be high risk came across as fear by financial institutions to become innovative 
and manage their risks while the failure of group lending by Agribank came across as poor planning. 
The perception of risk might be linked to fears of crop failure because agriculture is largely rain fed 
and when it does not rain, drought in the country occurs resulting in uncertainty by financial 
institutions on whether these businesses will able to harvest. However, risks can always be mitigated. 
For example in Malaysia, the establishment of the SME Bank with added corporate advisory function 
and consultation given by coach clients was an attempt by Malaysia to correct the risk profile of the 
SME borrowers (Ramlee & Berma 2013). There are also promising signs in Kenya and Ghana of 
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increased agricultural finance by increasing capacity building for staff in banking institutions and so 
given the right circumstances, the model used in these countries can also work in other African 
countries including Namibia (Coates and Hofmeister 2012:87). In addition, there is a need for 
adopting a results oriented approach that goes beyond institutional boundaries and not only focus on 
beneficiaries needs but also include them in implementation. 

 
Finally, Information asymmetry plays a big role in access to financial services.  According to 
Cabannes (2012), agricultural planners often fail because farmers are not kept well informed and this 
also explains the reluctance by SME to ask for loans. In this paper, insufficient information about the 
few credit possibilities available for farmers demonstrates poor marketing from financial institutions. 
This goes to show that information is not only relevant for lenders to make informed decision on who 
to lend to but also for borrowers to seek financial assistance. Firms stay with the same bank not simply 
because the bank treats them well but because that bank has information available (Sharpe 
1990:1070).  
 

7. Conclusions 
 
The findings of this paper which confirm and expand previous studies can be summarised as follows: 
the financing of agriculture is a major bottleneck in expanding agricultural production. There is 
indeed a lack a lack of financial resources for agricultural small and medium-scale particularly those 
in communal areas as argued by Siebel et al. (2005). Building from other authors cited in this paper, 
we assert that new financing mechanisms can be achieved by all types of financial institutions through 
learning experiences from other successful countries.  
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