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Introducing NIRSAL

• NIRSAL is the primary platform for managing agribusiness risk in Nigeria

• Incorporated in 2013, The Nigeria Incentive Based Risk Sharing System for 
Agricultural Lending (NIRSAL) is a $0.5Billion ($500Million USD) public-
private Corporation that is wholly owned by the Central Bank of Nigeria. 
It is designed to appropriately define, price and share agribusiness-
related credit risk.

• NIRSAL is an initiative of the following partners:
• Central Bank of Nigeria (CBN)
• The Bankers Committee (CEOs of deposit money banks, 

specialized banks, and discount houses)
• The Federal Ministry of Agriculture & Rural Development

• NIRSAL mobilizes financing for Nigerian agribusiness by using credit 
guarantees to address the risk of default. It is a flexible financing tool 
designed to change the behavior of financial institutions.

• The NIRSAL Facility covers all crops and livestock activities in Nigeria, 
while driving improved investment outcomes and job creation

• It builds on a legacy of previous CBN interventions in agriculture that has 
already helped create thousands of jobs
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OVERVIEW OF AGRICULTURE IN NIGERIA

1. The agriculture sector is central to Nigeria’s economy, accounting for 40 percent of GDP (before

the re-basing of its GDP) and providing 60 percent of employment. Agriculture is a major source of

employment growth: Between 2001-2007 it accounted for 51 percent of job creation in Nigeria

2. Since the 1960s, Nigeria has lost a dominant position in exports of key crops such as cocoa,

groundnuts, ground nut oil and palm oil. In the 1960s, Nigeria had over 60% of global palm oil exports,

30% of global ground nut exports, 20-30% of global ground nut oil exports, and 15 % of global cocoa

exports. By the 2000s, Nigeria global share of exports of each of these crops was 5% or less

3. Up to the turn of this decade, Nigeria has been a net importer of agricultural produce with

imports totaling about NGN 1.6 Trn ( about USD 8 billion).I m p o r t e d food products constituting the

largest proportion of the food import bill include wheat (USD 4 bn), fish (USD 105 Million), rice

(USD2.2 Bn), and sugar (USD 600 Million).

4. Nigeria’s agriculture sector has enormous potential – with an opportunity to grow output by 160%,

from NGN 14.85 trillion today to NGN 38.4 trillion by 2030. This growth potential comes from potential

to increase yields to 80-100% of benchmark countries; increase acreage by 14 m ha new agricultural

land, approximately 38% of Nigeria’s unused arable land of 36.9m ha; and shift 20% of production to

higher value crops’

5. Nigeria faces a large and growing global agricultural market – Rising commodity prices, growing

demand for food, and opportunities in bio-fuel all present significant opportunities for Nigeria. For

example, global cereal demand will grow by between 31% and 150% by 2050 depending on the region,

and global commodity prices are in their second major spike in three years. Agriculture can become

the main driver for more equitable income growth, compared to oil and gas sector.



Performance 1: Nigeria Agriculture Sector is Underperforming 

Cereal yields
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Performance 2: Nigeria’s Agricultural Sector is Underperforming

Low agricultural 
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Potential: Nigeria’s agriculture sector has 
enormous potential to increase production

SOURCE: McKinsey Global Institute; team

10,380

Increased 
Acreage

Increased 
Yield

Potential 2036

14,850

38,400

2016

7,815

5,355

Shift to
Higher
Value
Crops

+159%

1 Estimate based on modelling in McKinsey’s ‘Lions on the Move: The Progress and Potential of African Economies.  For ‘increased yield’, large farms in Nigeria to 
reach 90% of yields of developed agricultures; smallholder farms to close 80 – 100% of gap to developing country / emerging market level (e.g. Ghana in Yams, 
Bangladesh in rice).  For ‘Increase acreage’ assumes addition of  14 m ha new agricultural land, approximately 38% of Nigeria’s unused arable land of 36.9m ha.  For 
‘Shift to higher value crops’, assumes shift of 20% of current cereals production to horticulture.

Current Additional potential1

Agriculture production in Nigeria

Nigerian Naira, Billions, Constant 2010 prices

ESTIMATE



Challenges Hindering Nigerian Agriculture



CBN Financing Interventions
Since the mid 70’s, levels of lending have remained low despite a series of 
interventions by the  Central Bank of Nigeria (CBN)namely: 

• Agricultural Credit Guarantee Scheme Fund (ACGSF): N3Bn (USD 
20Million) seed fund

• Agricultural Credit Support Scheme (ACSS): N50Bn (USD 330 Million) 
seed fund

• Commercial Agriculture Credit Scheme (CACS): N200Bn (USD1.3 Billion) 
seed fund

• As a result of the lessons learned running such financing schemes, CBN 
decided to change how it supports the financing of agriculture; changes 
included but were not limited to:

• Focus more on guarantees rather than placing credit/funds directly with 
banks

• Use mix of incentives and penalties to shape financial system behavior

• Address challenges in the value chain by providing extensive technical 
support, etc

• In 2011, CBN launched a new agriculture financing strategy and platform: 
Nigeria Incentive Based Risk Sharing System for Agricultural Lending (NIRSAL)

• A key metric of NIRSAL’s success will be raising formal lending to ~10% by 
2026
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NIRSAL de-risks the agricultural financing value chains

Low
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▪ Agricultural lending accounts for only 1.4%1 of 

total lending, and has declined since 2006

▪ High performing developing countries, such as 

Brazil, Mali, Burkina Faso, lend over 10% to 

agriculture as % of total loans

▪ Banks have limited understanding of agriculture, 

perceive risk to be higher than it is

▪ Agriculture credit assessment process is poor

▪ only 21% of population is banked

▪ 63% of unbanked cite no access to banking as 

key constraint

▪ insufficient infrastructure linking banks to 

agricultural zones

▪ Limited bank footprint in agricultural areas

▪ Only 500,000 of Nigeria’s agricultural 

producers have access to insurance

▪ Nigerian Agricultural Insurance Corporation 

(NAIC) is sole legally mandated supplier of 

agricultural insurance

▪ Lower banks high perceived risk of the 

agricultural sector via risk sharing mechanism

▪ Build business case for banks to lend to 

agricultural sector versus other sectors

▪ Provide technical assistance to banks on 

agricultural credit cycle

▪ Improve banks’ understanding of agricultural 

value chain

▪ Provide technical assistance to farmers via 

“black belt” training methodology

▪ Improve credit worthiness of prospective 

borrowers

▪ Construct institutional arrangements between 

banks and agricultural champions to organize 

values chains

▪ Incentivize banks to further engage in

infrastructure projects that will increase access

▪ Improve quality of products and coverage

that NAIC offers

▪ Liberalize insurance market, allow private 

players to enter to spur competition and lower 

prices

Key gaps in agricultural financing value chain Impact of NIRSAL

1 As at Dec. 2010 |



Mechanics of operations I: integrating end-to-end agriculture 
value chains with agricultural financing value chains
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Mechanics of Nirsal Operations II

• Nirsal realises that fixing the financing value chain 
without addressing the agricultural value chains 
themselves is futile – it will simply perpetuate the vicious 
cycle 

• The agriculture value chains and the agricultural 
financing value chain are inter-dependent:  if any of 
either breaks down, the cash flow and therefore the 
loan repayment potential of the other parts also breaks 
down.

• It encourages banks to lend into the agricultural value 
chains by offering them strong incentives and technical 
assistance.

• NIRSAL is the glue that joins the two value chains 
together. It breaks with tradition by doing two things at 
once: working in the two dimensions simultaneously to 
create a virtuous cycle.



Mechanics of Nirsal Operations III

 It fixes the agricultural value chains so that banks can lend 
with confidence into high performing, cohesive, complete 
value chains. 

It encourages banks to lend into the agricultural value 
chains by offering them strong incentives and technical 
assistance.

• Nirsal therefore adopt the value chain finance model to 
leverage commercial financing into fixed, end to end 
commercially viable agricultural commodity value chains

• Through  the application of science, technology & 
innovation financed by its Technical assistance fund, NIRSAL 
converts the natural comparative advantages of Nigeria’s 
breadbasket regions into competitive advantage that can 
attract commercial finance. 



NIRSAL’s five pillars are designed to “de-risk” the agriculture value chain, 
build long-term capacity and institutionalize agri-lending incentives
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NIRSAL’s 5 pillars – Risk Sharing (USD300 Million)

1. The risk-sharing facility is designed to be a win-win for the main stakeholders

– Banks will lower their risk exposure by sharing risk with the NIRSAL

– The NIRSAL can leverage its capital of NGN45 billion tenfold to generate NGN450 

billions of lending.

– Agricultural producers will have unprecedented access to loans at low prices

2. The risk-sharing Facility seeks to lower interest rates to single digit or near single digit levels.

As expected losses decrease under NIRSAL’s influence, banks risk premiums .

3. Banks pay a guarantee fee of 1 percent, in exchange for the risk sharing mechanism.

Banks are agreed that this level of guarantee fee was reasonable. Risk costs have been

estimated in conjunction with the banks and MFIs. To estimate the baseline for the model, 

we took the expected loss estimates that banks provided based on their current lending 

practices.

5.    The risk sharing formula across segments is as follows:

– Large agri-businesses

– Large farmers, and logistics

– Pooled small/medium farmers and agricultural SMEs

– The Fund has sustainable economics, with a base case Internal Rate of Return of

6.1%.



NIRSAL’s 5 pillars – Insurance (USD30 Million) 

1.    The insurance facility is aimed towards reducing risk costs and improving

lending by providing 

farmers with a substitute for collateral. Related actions that NIRSAL pursues in this 

respect include:

– Overhauling the Nigeria Agricultural Insurance Corporation (NAIC), the 

country’s de facto agricultural insurance monopoly.

– Opening the agricultural insurance industry to the private sector in the

long term . Opening the market will introduce much-needed competition, 

dynamism and innovation.

– Encouraging the growth of other insurance products. NAIC provides 

coverage for flooding, drought, pests, disease, storage, transit and processing.

Banks want broader risk coverage (e.g., smaller fluctuations in weather, life 

insurance) and better terms, (e.g., lower premium costs). NIRSAL will finance a 

small challenge grant to incentivize insurers to develop such products.

– Setting up of a joint committee – the Consortium for Agricultural

Insurance in Nigeria – between banks and insurance companies. The 

Consortium’s role will be to foster improved cooperation between the sectors.

2. Insurance cover will be targeted to support 3.8 million producers per annum.



NIRSAL’s 5 pillars – Technical Assistance (USD60 Million) 

1. The technical assistance facility will build the agricultural financing capabilities of both

lenders and borrowers whilst encouraging links along the value chain

2. Provide banks, insurers, and MFIs with technical assistance to build their capabilities in 

agricultural lending. It aims to cover all 24 banks by 2018, and 12 MFIs (two per pilot state) and

five insurers by 2019. CEOs will receive technical assistance through forums such as the CBN 

Bankers’ Committee and site visits to successful operations in other countries, while agri-desks 

and branch staff will undergo practical certification courses on agricultural lending.

3. Improve borrowers understanding of lending and insurance products and how to apply

for them. A financial literacy programme will help agricultural producers understand how to 

manage their personal finances, by a “field and forum” approach where forums explain 

concepts such as cash flow management and loan application processes. In addition, NIRSAL

shall use mass media (radio, posters, SMSs, etc.) to improve general awareness and

knowledge of financial products.

4. Knowledge and innovation hubs. Technical assistance will be administered through 

knowledge and innovation hubs (KIH). NIRSAL will centrally administer one KIH per crop

region. These will help coordinate technical assistance delivery with partners, the performance

of impact assessment of lender training, and insurers and borrowers who provide platforms for 

information sharing.

5. TA will cost NGN1.5 billion per year. For technical assistance to be sustainable beyond 2026, 

NIRSAL will require financial support from its partners: The Federal Ministry of

Finance/DFIs, State governments and Donors; and from banks.

.



TA will improve the function of the agricultural financial value chain through building 

capability for lending and borrowing and encouraging linkages along the value chain

▪ Provide finance

▪ Limited capacity ▪ Limited capacity to ▪ Limited access ▪ Poor organization ▪ Unable to
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NIRSAL’s 5 pillars – Agric Bank Rating (USD10 Million) 

1. The holistic bank rating scheme rates banks based on their agricultural lending and social impact.

2. The mechanism will measure lending and social outcomes: lending (80 percent) and its social impact (20 

percent) based on NIRSAL’s goals. This weighting reflects the fact that while banks cannot be held accountable for 

the social impact of their lending, they can make loans that are more likely to have social impact.

3. The metrics for lending outcomes and their weights are:
1. % growth in agricultural lending (20%)
2. Absolute growth in agricultural lending (20%)
3. % of lending to underserved segments e.g. small pooled farmers, SMEs (20%) 
4. Non-performing loans as % of book (20%)
5. % staff with TA certification (20%)

4.    The metrics for social outcomes and their weights are:
1. Increased social inclusion (33 percent):

2. Use of loans to farmers for yield-improving agricultural inputs (33 percent) 
3. Increased borrower income (33 percent):

5.    To foster competition and continuous improvement, scores are calculated based on how far each bank sits from 

the level of the top-performing bank. To guard against mediocrity, the NIRSAL will set a minimum acceptable metric 

threshold.

6. The holistic rating mechanism will collect lending and social impact data twice a year, at six-month intervals. 

Banks have a 12-month grace period to react to their first two sets of scores before incentives are granted.

7. Ensuring transparency throughout the data collection and scoring process is critical to establishing its

credibility. To this end, NIRSAL will ensure the following: 1) Issue transparent guidelines on definitions and scoring 

methodology: 2) Independently audit scores 3) Publicly and clearly communicate scores and their implication



NIRSAL’s 5 pillars – Bank Incentives (USD100 Million) 

1. This pillar offers banks additional incentives to lend to agriculture

2. The mechanism will be governed by the following principles:

- Incentives will be awarded objectively on the basis of the holistic rating mechanism.

– Incentives will focus on “carrots” not “sticks”; abuse of NIRSAL will result in exclusion from the Fund. 

– Incentives will be given in terms of financial support for initiatives that support agricultural lending ;

And in the form of non-monetary prizes

– Incentives will be based on banks’ scores in the holistic rating mechanism. – Awarding of incentives will 

be announced publicly to ensure transparency.

3.    To foster competition among the top ten banks , the awards are made on a sliding scale. The top prize –

“Agriculture Bank of the Year” – USD 3.25 million. When a bank wins an award, it must 

submit a proposal within three months on how it will invest in building its agricultural lending

capabilities. Proposals are reviewed and approved by an independent panel and eligible types of investment 

include:

– Branch expansion to rural areas within a high-potential value chain (up to 50 percent of total cost); 

– Establishing IT platforms that support agricultural lending;

– Agricultural credit risk scoring models;

– Platforms for distributing loans using technology such as mobile phone.

4. Investment must cover a tangible fixed asset or intellectual property investment designed to help the bank 

significantly increase its agricultural lending capability. The most innovative ideas will receive a non-cash award f

for “Innovation in Agricultural Lending”. Financial support will be capped at the total value of the award and at 50 

percent of the value of the investment.

5.   In 2017, the NIRSAL plans to commence the implementation of the incentive pillar 



In addition to the deployment of its CRGs, TA, Pre-
guarantee Project Risk Analysis,  Nirsal can also 
provide the following

Support post disbursement project monitoring and 
reporting on a near real-time basis

Deploy applied GAP training and precision 
agriculture in all its projects for optimization of 
outcomes.

Originate bankable (risk-controlled) projects 
through its Agribusiness development services for 
banks to act on.

Create efficient market access models for value 
chain outputs



Finally, These Pillars are deployed ONLY  in “fixed” Value 
Chains that have been organized and coordinated by NIRSAL
▪ NIRSAL works closely with the federal MDAs to tackle key issues related to

inputs e.g. seeds, fertilizers, etc. in order to ensure that the increased food 

production the proposed industrialization elements rely on comes to pass

▪ NIRSAL provides technical assistance to help organize farmers into cooperative

groups that act as recipients of working capital for crop production, and a partner to 

processors seeking stable, price competitive feedstock supplies

▪ NIRSAL works with private sector participants in crop value chains to create, where

appropriate, “crop marketing corporations” / guardian angel entities to drive 

marketing, branding and coordination across the value chain

▪ NIRSAL works with state governments, federal MDAs, and select 3rd parties to

tackle specific infrastructure blockages in the value chain e.g. transportation on 

railroad, rural roads to link production to markets, irrigation to allow for multiple 

harvests, etc.

The intent and net effect of these efforts to strengthen the value chain is

to ensure that lending and related activities occurs on a prudent

platform



Concurrent Key policy requirements needed  to achieve holistic 
transformation to a Competitive Agricultural Econonmy

Inputs Cultivation Logistics Processing

1 Fertilizer 4 Extension 6
Storage & 

Price

Stabilization

7 Cluster policy

2 Seed 5 Irrigation

3
Research & 

Development

Infrastructure (e.g. rural roads and power)

Land use

1 For example, NIRSAL needs farmers to invest loans in seed and fertilizer, needs R&D and extension in place for effective TA, and banks feel 

lending is less risky when enabled by stable prices, and cluster policy necessary for robust value chain approach
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NIRSAL is a game-changer for agricultural lending in Nigeria, for 6 reasons

“From” “To”

More structured 

lending

 Banks perform “open platform” 

lending

 Lending with assistance from NIRSAL’s 

technical assistance, risk sharing, 

insurance and incentive pillars

Lower risk costs 

for banks

 Banks face full risk of lending 

to agriculture

 Banks face less risk – due to risk 

sharing facility, and insurance pillar

New approaches to 

lending to small 

holders

 Limited lending to small holders  Increased lending to small holders 

through dedicated “pooling” 

mechanisms e.g. supply chain 

financing, MFIs, Co-ops etc

Increased 

capability to lend to 

agriculture

 Limited capability of banks to 

lend to agriculture

 Significantly improved due to 

agricultural-lending specific strategy, 

organisation, systems etc

To more structured 

value chains

 Banks lend directly to 

unstructured value chains

 End-to-end agriculture value chains 

identified and prioritised under NIRSAL

Lower transactions 

costs for banks

 No “guardian angel”, so 

transactions costs of lending 

high

 Dedicated liaison linking banks with 

agricultural value chain

6 reasons why NIRSAL 

is a “game-changer”



• Starting at 1:2, fund aims to achieve increasing leverage 
ratios while preserving capital, over the life of fund 
depending on funding model adopted and the life cycle of 
funded projects 

• Model is Sustainable (ab-initio, imposes on borrowers the 
Discipline of Commercial Finance ), 

• Finance is Revolving and Scalable to new sets of value 
chain borrowers periodically

• Model can achieve very low single digit interest rates.

• Allows value chain actors to borrow/utilize funds responsibly 
while creating exit strategy for governments and funders as 
borrowers are gradually mainstreamed into permanent 
commercial relationships with finance & Markets
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NIRSAL Scorecard….thus far

As a Project Implementation Office under incubation within the 
Development Finance Department of the Central Bank of Nigeria 
(between 2013 to 2015), and with a staff strength of only 12, NIRSAL has 
been able to achieve the following performance metrics:

• $ 308 Million (₦61.160 billion) were guaranteed. Similarly, the sum of 
$3.765 Million (₦753.36 million) was paid out as interest rebate to 
borrowers who were in good standing to encourage good repayment 
behaviour thereby minimizing default.

• Specifically for the GES programme of the Federal Ministry of Agriculture 
& Rural Development(FMARD), NIRSAL has guaranteed up to  207
Agricultural Value Chain GES projects Valued at        $ 200 Million 
(N39.49 Billion) and Paid Interest Draw Back  to beneficiaries on 91 
Projects valued at $2.2 Million (N439.09.82 Million)

• 2013- mid 2016 Trained 157,000 farmers/primary producers in 6 value 
chains: Rice, Cocoa, Cotton, Tomato, Sesame, Soybeans. 



More equitable lending – Ensure lending into the “pooled” small- to medium-scale producer segment 
is 50 percent of the USD 3 billion of new loans

Widespread lending – Lend to 3.8 million out of Nigeria’s 14 million agricultural producers by 2026, 
through intermediaries involving value chains, MFIs, and cooperatives.

Lower banks’ losses in agriculture - moving expected loss from current 10-30% for small pooled 
farmers, toward 10%, e.g. through technical assistance, structured value chains etc

SOURCE: Team analysis

Increased total value of agricultural lending - from the current 1.4% towards 7% of total bank lending 
by 2026, generating by USD 3 billion of additional agricultural lending

Increased profitability and competitiveness of Nigerian agriculture, and reduced poverty

A financially sustainable fund, generating IRR of 6.1% over the ten year period to 2026

What success looks like – Agriculture Financing Value Chain



Contents

Continuing Challenges



Continuing Challenges

• Continuous reluctance of financial institutions to lend to 
the primary Production segment of  the Agricultural 
value chains.(Crops,Livestock,Fishery,Poultry)

• Continuing demand by lending institutions  for 
traditional collateral to secure lending to farmers Vs 
Cashflow-based lending.

• Continuing activities of smugglers in dumping finished 
agricultural products in Nigerian Markets.

• Slow response by government policy makers for the  
urgent demand of positive policy shifts in favor of 
agriculture as a business.
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