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In 2005, 24 percent of In 2005, 24 percent of Mexico´sMexico´s population lived in rural population lived in rural 
areas. areas. 

Agriculture, forestry, fishing and agribusiness sectors Agriculture, forestry, fishing and agribusiness sectors 
contributed to 3.5% of contributed to 3.5% of Mexico´sMexico´s GDP in 2005.GDP in 2005.

Population in rural areas is aging faster than the urban Population in rural areas is aging faster than the urban 
population, due mainly to migration of labor force to cities andpopulation, due mainly to migration of labor force to cities and
overseas:overseas:

Poverty in the rural sector is large:Poverty in the rural sector is large:

�� 57% of the population is poor (57% of the population is poor (vsvs 41% in urban areas)41% in urban areas)

�� 28% of the population is extremely poor (versus 11% in urban 28% of the population is extremely poor (versus 11% in urban 
areas), with large variations between the rural north and rural areas), with large variations between the rural north and rural 
south.south.

The average number of years of formal education of the rural The average number of years of formal education of the rural 
population is 4.8 years, versus 9.7 years of urban population. population is 4.8 years, versus 9.7 years of urban population. 

Mexico’sMexico’s
Rural SectorRural Sector

OOVERVIEWVERVIEW
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AgricultureAgriculture
LandLand in in MexicoMexico

OOVERVIEWVERVIEW

Ejidos Ejidos oror social social landland representrepresent more more thanthan 50% 50% ofof thethe MexicanMexican

territoryterritory;;

Some Some EjidoEjido characteristics are:characteristics are:

�� Average Average ageage ofof ejido´sejido´s ownersowners isis 51.4 51.4 yearsyears;;

�� Ejidatarios use Ejidatarios use theirtheir cropcrop landland mainlymainly forfor thethe productionproduction ofof maizemaize

(61.2%), (61.2%), beansbeans (17.4%) (17.4%) oror bothboth (10.4%).(10.4%).

�� TheThe average ejido average ejido isis 9.5 9.5 hectarshectars;;

�� MostMost ejidatarios ejidatarios andand privateprivate ownersowners ownown lessless thanthan 5 5 hectarshectars;;
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AgricultureAgriculture
LandLand in in MexicoMexico

OOVERVIEWVERVIEW

The participation of cereals (mainly maize) on the sow surface The participation of cereals (mainly maize) on the sow surface 
between 2001 and 2005 averaged 42%, but the participation in thebetween 2001 and 2005 averaged 42%, but the participation in the
production value averaged only 19% for the same period. production value averaged only 19% for the same period. 

On the other hand, fruits and vegetables with only 19% of the soOn the other hand, fruits and vegetables with only 19% of the sow w 
surface, have an average participation in production value of 45surface, have an average participation in production value of 45% % 
for that period.for that period.
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II. Rural Financing and the 
Role of Financiera Rural
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RRURALURAL FFINANCINGINANCING

KeyKey IssuesIssues

In In thethe pastpast yearsyears, , privateprivate commercialcommercial banksbanks havehave reducedreduced
theirtheir loan loan portfolioportfolio in in thethe rural sector rural sector duedue toto::

�� LimitedLimited numbernumber ofof branchesbranches in rural in rural areasareas

�� highhigh defaultdefault ratesrates in in thethe pastpast

�� difficultiesdifficulties toto recoverrecover creditcredit

�� smallsmall sizesize ofof loansloans

Informal Informal lenderslenders provideprovide creditcredit toto rural rural producersproducers. . HoweverHowever, , 
thisthis typetype ofof creditcredit isis expensiveexpensive andand short short termterm..

DueDue toto existingexisting risksrisks, , developmentdevelopment banksbanks andand agencies agencies havehave
anan importantimportant role role toto play in play in thethe rural sector by rural sector by mitigatingmitigating risksrisks
andand establishingestablishing incentives incentives forfor privateprivate financialfinancial institutionsinstitutions toto
serveserve thisthis segmentsegment ofof thethe marketmarket.  .  
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$7,137 million dollars of $7,137 million dollars of 

credit were granted to the credit were granted to the 

rural sector by public rural sector by public 

institutions and institutions and 

commercial banks.commercial banks.

This resources represent This resources represent 

only 25% of Agriculture, only 25% of Agriculture, 

Livestock, Livestock, SilvicultureSilviculture and and 

Fishing GDP.Fishing GDP.

FIRA Financiera Rural

Development Banks Commercial Banks
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Development bank focused on
agricultural activities

Funding through “unlimited” access 
to loans from the Federal 
Government

Highly vulnerable to political
pressures to lend

Inefficient cost structure; operating
costs over 100% of operating income

29% of Non-Performing Loans
(average 1991-2002)

New Development Agency focuses on
rural productive projects

Legally banned from taking deposits, 
loans or market funding. It must maintain
endowment value over time to sustain
operations

Operates with credit processes that
apply international best practices. It has 
spread payment culture among clients

Efficient cost structure

2.88% Average of Non-performing loans
(2003 – 2006)

Banrural (1975 Banrural (1975 –– 2003)2003) Financiera Rural (2003 Financiera Rural (2003 � � � � � � � � ))

FFINANCIERA INANCIERA RRURALURAL

Banrural Banrural vsvs
Financiera RuralFinanciera Rural
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MissionMission
andand VisionVision

FFINANCIERA INANCIERA RRURALURAL
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CreditCredit AllocationAllocation
by Sectorby Sector

Agriculture represents 55% of Agriculture represents 55% of FR´sFR´s lending portfolio, and accounts lending portfolio, and accounts 
for almost 80% of the number of loans.for almost 80% of the number of loans.

Clearly, in the medium term, FR needs to diversify to other sectClearly, in the medium term, FR needs to diversify to other sectors ors 
in the rural areas, such as forestry, fishing, tourism, and incrin the rural areas, such as forestry, fishing, tourism, and increase ease 
the participation of livestock in the lending portfolio.the participation of livestock in the lending portfolio.

Sector
Num. Of 

Loans
% of Total Value % of Total

Agriculture 46,280         79.0% 680 54.5%

Livestock 7,930           13.5% 173 13.8%

Services 1,029           1.8% 133 10.7%

Comercial 1,937           3.3% 131 10.5%
Other 1,402           2.4% 130 10.4%

TOTAL 58,578         100.0% $ 1,247 99.9%

2006 FR Credit Allocation by Sector

(US$ Millions)

FFINANCIERA INANCIERA RRURALURAL
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III. Key Products and Programs
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- Inventory Credits (Depository Receipts). (Prendario) 

- Mid-term loans (for any purpose). (Simple)

- Working capital. (Avío)

- Long-term, asset-backed loans. (Refaccionario)

- Factoring (Factoraje)

- Procampo (government guaranteed)

- Preauthorized credit lines for specific products

- Agroindustry providers

- Microcredit

- Credit Unions

- Other financial intermediaries

- Specific product programs: sugar cane, rice, cotton

- Regional programs

In 2006, Financiera Rural In 2006, Financiera Rural disburseddisbursed $1,247 $1,247 millonmillon dollarsdollars;;

42% 42% ofof loansloans werewere originatedoriginated viavia otherother financialfinancial intermediariesintermediaries andand

associationsassociations ofof producersproducers. . 

SinceSince itit initiatedinitiated operationsoperations, FR has , FR has grantedgranted nearlynearly 350,000 350,000 creditscredits, , 

reachingreaching 15% 15% ofof total rural total rural financingfinancing in Mexico.in Mexico.

FRFR PPRODUCTSRODUCTS

& P& PROGRAMSROGRAMS

Sector-Specific
Programs

Types of
Credit
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In the past, several secondIn the past, several second--tier programs implemented by tier programs implemented by 
development banks have failed due to the abuse of clients, development banks have failed due to the abuse of clients, 
inadequate regulatory and supervisory framework, and poor risk inadequate regulatory and supervisory framework, and poor risk 
management.management.

A new generation of second tier programs aims to develop and A new generation of second tier programs aims to develop and 
consolidate consolidate RFIsRFIs by putting resources in the hands of rural sector by putting resources in the hands of rural sector 
producers, based on the principle of joint responsibility (riskproducers, based on the principle of joint responsibility (risk--
sharing) and recognizing that organized producerssharing) and recognizing that organized producers::

�� Have a better and broader outreach than Financiera Rural’ creditHave a better and broader outreach than Financiera Rural’ credit
agencies;agencies;

�� Have formal and informal credit intermediation experience;Have formal and informal credit intermediation experience;

�� Are able to effectively evaluate and collect credits;Are able to effectively evaluate and collect credits;

�� Could become Could become RFIsRFIs..

CCREDIT REDIT IINNOVATIONSNNOVATIONS

ExampleExample ofof
InnovativeInnovative ProgramsPrograms
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Through its second tier credit programs Financiera Rural:Through its second tier credit programs Financiera Rural:

�� Allocated during 2006 more than 42% of all its loan Allocated during 2006 more than 42% of all its loan 
amounts,amounts,

Some of the most successful second tier programs are the Some of the most successful second tier programs are the 
ones designed for:ones designed for:

�� Credit Unions, Credit Unions, 
�� Microfinance Institutions, Microfinance Institutions, 
�� Disbursing Entities, andDisbursing Entities, and
�� Cotton, Rice and Sugar Cane producers.Cotton, Rice and Sugar Cane producers.

SecondSecond TierTier
ProgramsPrograms

CCREDIT REDIT IINNOVATIONSNNOVATIONS
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IV. Challenges Ahead
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IncentivateIncentivate thethe entryentry ofof more more privateprivate financialfinancial

intermediariesintermediaries intointo thethe rural sectorrural sector

ImproveImprove coordinationcoordination withwith otherother developmentdevelopment

banksbanks andand governmentgovernment agencies agencies atat federal federal andand

statestate levelslevels..

ContributeContribute toto thethe formulationformulation andand implementationimplementation ofof
a long a long termterm governmentgovernment strategystrategy forfor thethe

developmentdevelopment ofof thethe rural sectorrural sector

ProvideProvide strategicstrategic informationinformation andand knowledgeknowledge toto

smallsmall producersproducers toto helphelp themthem obtainobtain more more valuevalue--

addedadded forfor theirtheir productionproduction

HelpHelp smallsmall producersproducers faceface thethe transitiontransition toto openopen

andand liberalizedliberalized agricultureagriculture marketsmarkets

CCHALLENGES HALLENGES AAHEADHEAD
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ServeServe ourour clientclient base base throughthrough betterbetter productsproducts andand
servicesservices, , maintainingmaintaining thethe valuevalue ofof FR’s endowment FR’s endowment 
over time, through selfover time, through self--sufficient operationssufficient operations

IncreaseIncrease total total financingfinancing toto rural sectorrural sector

ContinueContinue toto strengthenstrengthen thethe rural rural financialfinancial systemsystem in in 
orderorder toto graduallygradually pullpull out out ofof thethe firstfirst--tiertier..

Diversify client base into nonDiversify client base into non--agricultural activities. agricultural activities. 

Find alternative liquidity sources (loan Find alternative liquidity sources (loan 
securitization).securitization).

CCHALLENGES HALLENGES AAHEADHEAD
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