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	Creation of Funds for Business Consultancy
Our interviews with banks have shown that  micro and small entrepreneurs (MSEs) have basic insufficiencies in internal business management, especially simple bookkeeping, cost calculation and business planning as well as in marketing, product development and business promotion. This makes loan application for MSEs difficult. On the other side, customers with a weak business performance will also show an insufficient repayment capacity for loans and become "bad clients" for financial institutions.
It is therefore in the interest of business consultants as well as banks to organize non-financial services to the business operators in order to enhance their business performance.
The problematic of insufficient capacity or non-willingness of micro and small entrepreneurs to pay for business consultancy is reality. Micro and small enterprises do not have a diversified division of labour and management like medium and large enterprises. Medium and large enterprises are organized in various divisions like staff management, supply management, sales management, accounting, and top management. Most of these divisions have its own budget for short-term and long-term interventions. Thus, trainings and consultancies can better be sold to medium and large than to micro and small enterprises which run their activities with a day-by-day budget. That is why MSEs want to see immediate impact which is normally not the case with medium and long-term impact of management trainings.
That is why, in the discussion with banks and rural banks we introduced an innovative approach to develop market-based paid business consultancy services:


Create Funds for Business Consultancy Services 
in Collaboration with Banks and Rural Bank
It is normal practice that banks take proceeding fees or so-called “Commitment fees” for every loan application. Commitment fees in Ghana are between 2-4% of the loan amount.
Our proposal is that banks top up their commitment fee by 0.5-1% - and this should be for all loans. With this 0.5-1% they open an account for non-financial services. Borrowers will get the opportunity to ask for non-financial Business Development Services. The bank will decide on each application and, if necessary select a business consultant to provide the service. Finally the consultant will be paid by the fund.

All banks interviewed on this issue have answered positively because non-financial services for their loan clients would improve the performance of the businesses and increase the repayment rate.
In order to get an idea on the amount that would be available for such non-financial services funds, we asked for the monthly loan volume of banks. Rural banks have a monthly loan volume varying from 2 billion to 4 billion Cedis ( 200,000 - 400,000 Euro ), savings and loan institutions’ and commercial banks’ loan volume varying from 5 billion to 10 billion Cedis. In the case of rural banks an average of 300,000 Euro of loan volume would allow to generate a monthly amount of 3,000 Euro (1%) of each bank for non-financial services. A consultant dealing with local institutions usually is paid with about 100 Euro per day. 
Thus on average 30 consultancy days could be paid per month by each 
rural bank with a business consultancy services fund on its disposal. 
The actual interest rates of commercial and rural banks in Ghana are between 26 to 32%. Seen competition between banks, a slightly increased interest rate because of an increased commitment fee would not be a real constraint for loan marketing. Especially not for rural banks because these banks are geographically community based with a limited competition to other banks.




Note: 1% from the Commitment Fee goes into a Pool for Business Services

The non-financial services fund proposal to banks is a strategic proposal and just one way to solve the structural problem that micro and small enterprises are not included in efficient business advisory services by professional business consultants.
The creation of funds for business consultancy will result in a strong win-win collaboration! Each structure stays with its own competence: banks dealing with financial products and business consultants dealing with non-financial services. It may even be an example for a general and nation-wide Private Sector Development solution, especially in the business segment of thousands of micro and small enterprises.








Consultancy Services





BDS Providers





Financial Institutions





Marketing





Health Check





Cash Mgmt.





Costing





∑(0.5 – 1%)�Pool for Services





Admin.Charge


2 – 4.5%


+(0.5 – 1%)





Interest


16 – 35%





CREDIT





MSMEs








