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SME Finance ICF: Guidance Notes for Applicants
These guidance notes and the SME Finance ICF initial application (or Concept Note) form are available on the FSDT website (http://www.fsdt.or.tz).  
Introduction
The SME Finance Innovation Challenge Fund (ICF) is an initiative of the Financial Sector Deepening Trust (FSDT).  As its name implies, FSDT was established in 2004 to promote a growing financial sector in Tanzania, particularly as regards expanding the envelope of people and businesses able to access financial services.  The Trust is supported by the UK’s Department for International Development, the Canadian International Development Agency, the Danish International Development Agency, the Swedish International Development Cooperation Agency, the Royal Netherlands Embassy and the Government of Tanzania, through World Bank funding.

The overall objective of the SME Finance ICF is to stimulate product innovation by financial sector players in order to deepen financial services for SMEs (small and medium scale enterprises).  The goal is the development of innovative services, with a better variety of services available to SMEs and more SMEs served.  Over the next two years we intend to:
· Support viable innovative ideas that serve SMEs, which would otherwise not have been implemented; and
· Engage with players to identify market constraints and information gaps and pinpoint the ways in which the data from the SME survey could provide strategic market information to help develop innovative products that would serve the market feasibly.
The FSDT offers to support up to 50% of the cost of developing such new products or services.  FSDT support is offered as a grant, subject to a performance contract.  Grants will be allocated through a competitive process, described below and guided by a panel of independent experts.
Finance Available
1. The maximum SME Finance ICF Grant available is US$ 500,000.  The minimum is US$ 100,000.  Applications should be within these limits. 
2. The SME Finance ICF will not provide funds for on-lending.
3. The SME Finance ICF reserves the right to negotiate the amount applied for, up or down, at full proposal stage – see below.
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Application and Grant Decision Process - overview
Concept Stage
 (
Initial application form
 
or Concept Note
)
Filled in and sent by email, by 20.7.11, to christian@fsdt.or.tz 

 (
Independent review panel asses
ses
 all eligible applications
or Concept Note
)		

Applications marked against set criteria – see below

		
 (
Panel shortlists best concepts to go to full proposal
or Concept Note
)
All applicants informed of results & given feed-back by 12.8.11   

Full proposal Stage
 (
Shortlist receives format & guidance on full proposal
)
Drafts submitted within 21 days; visit arranged 

 (
FSDT representative + panel member visit to advise on draft + due diligence
)		

Drafts finalised, submitted & circulated to panel by 5.10.11   

		
 (
Panel 
recommends awards, subject to FSDT InvCom approval
or Concept Note
)	
Awards finalised, mid-October (date to be set), subject to contract   

As shown above, there are two stages.  Initial applications (also known as “concept notes”) are intended to give us a broad picture of who you (the applicants) are, what you propose to do and who your intended customers will be.   This information should be captured on the application form, primarily in the boxes provided but also in your own words, by typing additional explanatory text into the Application Form (which is an MS Word document).  Applicants are encouraged to make this additional explanation short and concise.
In the second stage, shortlisted applicants produce a more detailed business (“full”) proposal, giving the opportunity to refine and revise initial estimates and to address concerns and questions raised by the panel.  This stage is not covered in these guidance notes.     

Eligibility
Applications are invited from financial institutions, not SMEs themselves or their representative organisations.  In addition to commercial banks and non-bank financial institutions (NBFIs) whose existing market is to some extent SME-focused, the FSDT welcomes applications from prospective new entrants to this market segment.  These may include joint ventures or consortia led by a financial institution but including business support service providers or other such organisations. 
There are several competing, more or less academic, definitions of the term SME, concerned to set upper and lower limits, by turnover and/or number of employees.  The FSDT has no formal position in this debate and is content for applicants to follow their own understanding of the boundaries of this market segment. 
Applications will initially be screened against the following Eligibility Criteria:
· proposals must be SME-focused (though this need not be the applicant’s main or only line of business)
· proposal must be implemented in Tanzania
· applicant must be a formally constituted financial institution; companies in the process of establishment will also be considered 
· the initiative must be substantially implemented in two years or less
· applicants must commit their own funds to the project at least equal to the amount of the FSDT ICF grant applied for




Selection Criteria
Members of the review panel will independently score all eligible applications against the following criteria; the weightings given to each area in the table (and possibly the criteria themselves) may be reviewed and adjusted in the second round.
	Selection Criteria
	Weight

	
	

	Capacity of the applicant to deliver
	20%

	SME impact
	30%

	Commercial viability of the concept
	25%

	Innovation
	25%

	
	



The shortlist for full proposals is expected to comprise around 10 applications (depending on overall response and quality) with the highest scores on these criteria, averaged among panel members’ individual marks.  

Timing and the next Stage 
Round 1 will be open for applications for 6 weeks, from the launch date, 8th June 2011, to 20th July 2011, 16.00 hours EAT.  All applications should be sent by email to christian@fsdt.or.tz, who will acknowledge receipt.  
Please include ‘SME Finance ICF Application‘ in the subject of the email.  Applications may be sent as .doc or .pdf (preferred option) files.  Please do not include other attachments of any sort; they will be discarded and ignored.  Panel scoring will be on the basis of completed forms alone, to ensure a level playing field. 
Decisions on the shortlist should be communicated to all applicants in the week beginning 8th August 2011.  Remember, it is a competition and not everyone can be a winner.  Successful entries will receive a package with the format required for the full proposal, together with further guidance on filling these in.  Arrangements for face-to-face visits by FSDT representatives to discuss the full proposal will be made shortly after.  The purpose of these visits is two-fold: to help applicants produce the best possible proposal and for FSDT’s own due diligence.     
Awards are expected to be announced in October 2011.   A second Round of the competition will follow.  Unsuccessful applicants from Round 1 will be welcome to re-apply.  Please keep an eye on the website (http://www.fsdt.or.tz) and press announcements for further information. 

Filling in the initial application form – some tips
	
Before you do anything else, we suggest that you “save as” the form with your organisation’s initials incorporated; eg ‘XYZ Bank SME Finance ICF Application form.doc’.  This should prevent us confusing it with other applicants’ forms.  




Section 1.	Applicant  Details
This is self-explanatory.  Whatever short title you decide on is up to you; a snappy and memorable description of the new product or service may attract the panel’s attention and, eventually, new customers.   
Section 2.	Brief Outline of the Proposed Project 
What we are looking for here is a short, simple summary, to get across the general idea.  We strongly suggest that you do this last, to minimise repetition, having provided all necessary detail in the following sections.  A maximum of 100 words is recommended; we cannot prevent you from exceeding this but be aware that panel members may not appreciate verbosity and repetition.
	NOTE:  the blank form includes prompt lines like this:
Please insert text here.  Suggestion: do this last, to minimise repetition.  (Max 100 words)
There are also prompts within the form’s boxes.  We suggest you delete all prompts as you complete the application.

Please also note the prompt in the footer:  “Please insert the name of your organisation here”. 




Section 3.	Project Finance 	
Again, fairly self-explanatory.  The break down in the line items shown for the budget outline is a minimum.   For credit products, please include a line indicating what scale of total loans/advances you envisage committing, by the end of Y2.  Please insert additional rows if you need to but remember that this is a concept note, not a detailed plan.
Similarly with what you intend to use FSDT funds for; FSDT accepts the principle of fungibility and, at this stage, it would be permissible just to state that FSDT funding would be spread over the line items shown for total budget.  If however there is a particularly large item (or set of items) that you would wish FSDT to fund, mention it here.   
Be aware that FSDT is looking for leverage and the panel will award extra marks for ratios       (A ÷ B on the form) that are significantly greater than 1.0.    

NOTE (as above): 
1. The maximum Grant available is US$ 500,000.  The minimum is US$ 100,000.   Applications should be within these limits.
2. The ICF will not provide funds for on-lending.
3. The ICF reserves the right to negotiate the amount applied for, up or down, at full proposal stage
Section 4	Scale and Capacity of your Organisation to Implement the Project
The boxes on the form are straight-forward.  You may wish to add some detail on, say, a particular HR development plan you need to execute, additional IT installations, consultancies etc., as part of the proposal.   
The ICF will consider start-ups and these may need more than the preferred 350 words of text to establish the previous track records of the principal people or partner institutions leading the initiative.  
Section 5	Target SME customer profile
The answers in the boxes should give the general picture of who your intended customers will be.  The figures on deal/transaction size/amounts are a proxy measure of how high or low on the SME continuum you will be aiming at.  Please give additional details on, say, gender focus, as appropriate and any other particular features of the customer profile, such as special sector focuses.  
Again, please try to keep inserted text to a minimum.  If you feel the answers in the boxes tell the story adequately, then there may be no need for additional explanation.  No points will be awarded for quantity, only quality.  
Section 6	Commercial impact on your business
In common with any organisation FSDT has to report the results of its operations.  We hope to be able to tell stories of success, of what can make a difference in SME finance.  As a condition of the award, successful applicants will contract to report results to FSDT, monthly or quarterly by negotiation, for two years.  The FSDT’s preference is to use financial institutions’ own internal and/or regulatory reports, not to impose an additional reporting burden.  The details of this process are settled on award, not at the concept stage. 
This section outlines the principal indictors of success to be tracked (in addition to those from Section 5) as well as seeking assurance that the applicant’s systems can (or will be able to) identify and track relevant cost and revenue streams, distinguishing them from other operations.  
Remember that, at concept stage, detailed workings of estimates are not required.  However, it is advisable to insert a brief outline of the main assumptions used in reaching the estimates.  The % of total turnover attributable to the project will give the panel a measure of how potentially important the initiative is to the applicant’s overall business.   
The ICF recognises that the two year time frame may be a challenge, particularly for start-ups, and that growth should continue beyond that period.  Nevertheless we need a picture of where you think you will be two years after beginning to draw down FSDT funds.  Marks are not necessarily given for the quickest progress to breakeven but to the most credible concept. 
Section 7	Innovation: what is especially new about this project? 
Innovation is easy to spot when you see it, difficult to define in advance.  It may be comparatively modest, as with a bank whose main clientele until now has been corporates and high end individuals but wishes to venture further down the pyramid and is looking to mitigate the risks of investing in the skills and systems necessary to deliver this.  This is still a significant innovation for the bank itself and will be recognised as such.  The ICF has been established to promote this sort of development.
All involved in the financial sector recognise the enormous force for change of technology.  The ICF is particularly interested in supporting the adoption of new tech applications in the Tanzanian market, provided these can be shown to be of significant benefit to SME customers.  The new product/application need not be solely concerned with this market.
In this section it is up to you to make the case for how innovative you think your proposal is, and in what context – within your organisation, in the Tanzanian market (either as a whole or addressing a specific sector), regionally (EAC) or even globally?  In describing the context, it is recommended that you mention any relevant competitors.  
Section 8	Any other relevant information
We do not envisage that this section will be necessary for most applicants but if you feel that there is an important aspect to your concept that the previous sections have failed to capture, please use this space appropriately.  Otherwise leave it blank.   

If you have any further queries on how to complete the initial application form, please contact christian@fsdt.or.tz.
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