Executive summary

As stated in its title, the objective of the paper is to examine whether integrating small Peruvian producers in the export business would give them benefits, and analyze the respective roles of Microfinance Institutions (MFIs) and/or the downscaling banks. Before going further, two preliminary remarks must be made. First, “exporting for exporting” will not be the objective of this work. Rather, the objective will be to have, via the export promotion, a potential contribution to the producers’ intention to create or develop his economic activity. Second, this essay is a prospective study. In other words, it will explore a given situation and propose solutions to the problems found but it is not a case study in itself.

The first part of the study consisted of examining the offer of financial services available for small producers. It clearly appeared that the access to financial services for small producers was difficult, especially for the more modest and the ones living in rural areas. In addition to difficult access for the majority, credits are expensive and other services such as transfer, insurances and savings are restricted, in particular with MFIs. Therefore, the existing access to financial services in Peru seems to be an obstacle for the development of small producers in general, and specifically the ones willing to export.  

But during the second phase of the work, we investigated the sort of support producers need the most in order to export. The conclusion was that a lot of non financial constraints were actually more important than the access to financial services. Among these constraints, we can mention lack of education leading to low level of managerial skills and international market understanding; incapacity of small producers to reach the minimum size to export; bad transport infrastructure; inefficient public administration etc. Therefore, among the need identified by small producers, we have for instance: training (management courses, product design, international market understanding, foreign languages courses etc.); help to create association or clusters; help to find international partners etc. Of course, the access to appropriate financial services was referred to more than once but a deeper analysis made us realized that access to financial services was in many cases secondary, because the other needs in the export chain were chronologically more urgent. In other words, should all small producers have access to adapted financial services, they would not take advantage of such services and therefore not export more. They would either not have the appropriate product, the knowledge or the minimum size required to export.

This observation being made, it is essential to say that the rest of the proposals made in the thesis will nonetheless consist exclusively of financial services to be offered by the financial institutions. The non financial needs of the producers will not be considered in this work. The reason behind this choice comes from the fact that, on the one side, the Peruvian microfinance environment is very competitive and, on the other, the country has had a sustained economic growth in the last few years. Considering this, we believe that the best way MFIs could develop their activities is by a diversification strategy. However, once again, most producers first need non financial support and, by proposing export oriented financial services, we are aware that the products will be directed to clients belonging to a niche market.

The products proposed are: index insurance; insurance for the exporter to be paid; leasing; socially and regionally Investment Fund using remittances; managing the currency risk and letter of credit. 

Before being launched, two preconditions will have to be fulfilled. The first one is to make sure that the products are demand driven. One of the ways to have a good security about this issue is to verify with a representative sample that they are acceptable, affordable, available, accessible and that communication related to the product is effective (awareness). This will be referred to as the 5A. The second condition is simply that in addition to be demand driven, the products must also be profitable for the financial institutions offering them. 

When we started to have an interactive relation with the MFIs about their role in helping Peruvian producers to export, their first reaction was that at the most 15% of their clients had the will and the capacity to export their products. Then, we observed that the export constraints identified were not dealt with very well and the need of non financial tools was confirmed to be very important for small producers willing to export. 

On the other hand, when the six financial services were discussed with different Peruvian MFIs, the reaction was quite positive and, for the index insurance, a very deep analysis had already been realized. However, two observations were made concerning the feasibility of selling the products. The first was to question the financial capacity of small producers to pay the price the products would cost. Many of them have reduced margins and adding another cost, although giving them some advantages, would simply be impossible. The second was made concerning the SBS – Superintency of Banks and Insurances (Superintencia de Bancos y Seguros). Before being allowed to offer a new product, MFIs need the authorization of the SBS. In the past few years, the SBS has demonstrated to giving its authorization with difficulties to many MFIs. 

As a concluding remark, before launching the six products suggested, there will still be a lot of work to be accomplished: for each of the product suggested, a complete market study still needs to be done along with an implementing strategy, should the product prove to be demand driven and profitable for the MFIs. On the other side, a comparative study as to whether the proposed financial services are comparatively better for promoting the export than other more traditional products such as transfer, savings and insurances would be very useful.

