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1. On 19 June Amanda Fernandez, Director for Palladium, was featured in the 4th session of the SAFIN 
Webinar Series. Amanda was invited to provide her experience with building capacity of local financial 
institutions (FIs) and intermediaries serving agri-SMEs. Amanda's presentation focused on the results of 
USAID’s Financing Ghanaian Agriculture Project (FinGAP), an innovative 5-year project (2013-2018) with the 
goal of addressing two principal market failures that are constraining capital from reaching the agriculture 
sector in Ghana (and specifically the maize, rice and soy value chains) and therefore restricting growth: (1) 
insufficient quality of consulting services for agribusiness SMEs and (2) inappropriate financial products 
offered by FIs.   

 

2. To address these 
issues, Palladium took a 
two-pronged approach PfR 
approach. On the demand 
side it strengthened the 
capacity of Ghanaian 
Business Advisory Service 
(BAS) Providers to better 
serve SMiLEs (Small, Medium 
including Large Enterprises’) 
by placing them on PfR 
subcontracts so these could 
identify, structure and 
package financing requests 
for FIs. On the supply side it 
incentivized the supply of 
financing through offering 

FIs PfR grants, and by supporting FIs through training, coaching and networking opportunities. "The most 
innovative feature of this programme" explained Amanda "was that we put FIs on PfR grants"1.  

 
3.  The project deliberately adopted a disruptive strategy to stimulate behaviour change. Through a 
competitive process, Ghanaian BAS providers and FIs were awarded performance-based contracts/grant 
agreements. The BAS providers competed with each other to address the financing challenge on the demand 
side (identifying/ packaging loans), and the banks competed with each other to scale up lending on the supply 
side (financing/ investing in deals). Providers invoiced Palladium upon achieving outcome targets, motivating 
a focus on results and ensuring efficient use of project funds — project resources were not disbursed if 
planned results were not achieved by both BAS and FIs.  

 
4. Despite a few minor challenges, such as the time and effort spent in properly designing and tweaking the 
PfR incentives and developing the systems to monitor use of funds—a process which is crucial to avoid market 
distortion and to ensure effective use of resources--the programme was deemed a success as it achieved the 
following key results (as of June 2018):  

 2,995 SMiLEs supported with a range of advisory services from debt and equity restructuring to product 
development; 

 US$ 168 million finance to SMiLEs in the maize, soy and rice sectors;  
 50 FIs disbursing finance and 21 BAS Providers facilitating finance (out of 40 targeted);  

                                                           
1
 For more information on the PfR Methods model, please refer to:  USAID & Palladium, 2017. Pay for Results in Development: A Primer for 

Practitioners. Lawrence Camp, L. and Fernandez, A. 
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Figure 1 - PfR Grant Structure for FIs 

https://www.usaid.gov/sites/default/files/documents/1865/Pay_for_Performance_Primer_Final.pdf
https://www.usaid.gov/sites/default/files/documents/1865/Pay_for_Performance_Primer_Final.pdf


 For every 1$ spent on PfR grants/incentives, 33$ were raised in capital from private sources (50:1 for 
PfR grants to FIs and 20:1 for PfR incentives to BAS Providers);  

 Increased sales (+27%), annual gross revenues (+30%) and number of workers (85%) for SMiLEs; 
 The Business Advisory Service Provider Association of Ghana (BASPAG) was founded by BAS providers 

to continue quality service provision 
 Expanded financing to SMiLEs also proved to have a direct impact on 169,000 smallholder farmers, 

with impacts on food security, price of produce, acres under cultivation, mechanization of agriculture, 
better access to water, electricity and improved sanitation, and so on.      

 
5. During the subsequent Q&A session, Amanda responded to a number of questions raised by participants. 
For example, a few words were spent on sustainability and next steps. "Whilst trying to assess the 
programme's sustainability, we asked the FIs – what next?"  said Amanda. "FIs responded that agribusiness 
lending is here to stay – with either the FIs or the companies receiving the financing paying for future service 
provision".  
 
6. As far as capacity building is concerned, a question was raised whether PfR helped advance the 
professionalization of the FIs working in agriculture. Amanda mentioned how, although no formal association 
was created among FIs involved in FinGAP (as was created among the BAS supporting agribusiness 
enterprises), the project team noted a shift in the behaviour of FIs that are now collaborating more actively to 
refer to each other and co-finance business opportunities. 
 
7.  Questioned about the performance of the FIs, Amanda cautioned participants on naming which FIs will 
successful before they are – of the 15 top FIs identified through an analysis conducted by Palladium at project 
start, approximately 50% never released financing to target populations. Furthermore, a few more points were 
clarified:  

 To ensure the social mission of the programme, selection criteria for supported deals was developed at 
USAID’s request (i.e. environmental sustainability, gender inclusivity, connection to SHF), on which all 
BAS Providers and FIs were trained.  

 To safeguard the programme from social and environmental risks various measures were put in place: 
training BAS and FIs on environmental risk evaluation, verifying environmental analysis of each deal, 
and ensuring that FIs had environmental risk assessment measures in place that were aligned with 
Government of Ghana and USAID rules. 

 To assess results of FinGAP USAID conducted a mid-term evaluation and Palladium also conducted a 
more in-depth impact assessment in 2016, and again in 2018, to confirm the linkage between 
increased finance and improved performance of agribusiness farms and firms. 

 
8.  For any follow up questions, please write to m.perilli@ifad.org.  
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