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Group photo of the SME Stakeholders’ Workshop Participants at Iringa,
Southern Highlands in Tanzania.

KGT's Susan Lusega, picking out some unique and new designs Access to Quality Assurance Services in the Mango
at the Kitui women basket trader’s stand at the Mombasa Crafts Sub-sector through Extension services project in

Fair Kenya. Charles Thoya spraying a mango tree.
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VIEW POINT

CHALLENGES FACING MICRO-BORROWERS IN A
COMPETITIVE ENVIRONMENT:
THE TANZANIAN EXPERIENCE

By Ndema Mbise, Trustee, TGT

Tanzania small and micro
borrowers are faced with a number
of challenges in the business
environment which is progressively
becoming more competitive.

Initialy, there were limited money
lenders now, there are too many
including, non-banks financial
institutions and NGOs, banks and
SACCOs

Mrs. Ndema Mbise

While a rural based entrepreneur is still faced with the
limited or lack of a supplier to borrow from due to limited
financial infrastructure, an urban entrepreneur, especialy in
the cities, is now faced with a problem of making a choice
as to who to borrow from in a manner that will suit his
business objectives.

As aresult of the Government's decision to let the economy
be led by market forces since early 1990's, the number of
financial service suppliers has been on the increase. With the
enactment of the Banking and Financial Institutions Act in
1991, the banking sector has experienced a growth from 2
Government owned banks (1990) to about 25 in 2005 most of
them being privately owned. There are also many SACCOs
and non banking financial institutions such as PRIDE, TGT,
FINCA, SEDA, PTF and SIDO just to mention afew.

In the earlier years, smal and micro entrepreneurs (SMEs)
could only borrow from friends, non-banking financial
ingtitutions e.g. SIDO, non governmental ingtitutions such as
the Community Development Trust Fund, and from own
savings schemes such as SACCOS. The bigger banks only
accepted savings but were not in favour of giving out loans to
SMEs.

Even where SMEs tried to borrow from the banks, the
conditions proved too tough. These included high interest
rates, unacceptable collateral and a proper loan application
writeup. In general, SMEs despaired in the |oan process due
to the above requirements as well as the bureaucratic
behaviour displayed by the banks.

The small and micro entrepreneurs play a big role in the
economy. They provide employment in the informal sector.
The informal sector contributes about 1/3 to the national
domestic product. The goods and services from the sector
complement the supplies provided by the formal medium
and large sectors.

The Government's decision to liberalize the financial sector
which broke the monopoly of the banks was thus a
welcomed move in order to take care of the needs of avery
crucia sector of the economy.

The Government has also recently passed the Microfinance
Policy (2001) followed by the SME policy, both of which
are meant to create enabling environment to the SME sector.

Surveys have indicated that many Tanzanian SMESs lack
capital to start and grow in business, among other
constraints such as business premises as well as business
and management skills. Lack of market information is also
aconstraint. So, who can give a solution?

Therefore, the growing number of financial service
suppliers, that is banks, financial NGOs and SACCOs have
now to offer what the clients need, while striving to achieve
their objectives, be it profits or developmental .
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The policy environment is now more favourable. The
financial service suppliers are numerous. The SMEs are also
more knowledgeable, especially in urban aress.

Due to market forces, what is happening now is that the
financial services suppliers have to continuously develop
products and services that will be incentives for clients.

The Government on its part has amended the Land
Ordinance (2004) so that title deeds can easily be used as
collateral in lieu of loans from banks such as National
Microfinance Bank and Akiba Commercial Bank. Local
ownership of NMB is on the way, facilitated by the
Government. The banks and other MFls on the other hand
are also downscaling in order to make themselves accessible
to SMEs.

Examples of the incentives include:

. Lowered lending rates from 26% in the 1990's to 14%
in 2005

. Easier collaterals e.g. group collateral, furniture and
other non-traditional collateralsincluding just a steady
bank account or aletter of guarantee from an accepted
authority

. Other services e.g. pre- and post training as provided
by SEDA, PRIDE, TGT SEDA and others on credit/
business management and in a few cases some
functional literacy such as record and bookkeeping.

Financial service suppliers are becoming more and more
convinced that small-scale borrowers are trustworthy and
can record high repayment rates. They have potential to
grow from small retail businesses to wholesales. Some
lenders, such as PRIDE, Postal Bank have specia setup
programmes for those borrowers who can smoothly service
loan of shs 1million or show steady transactions of shs
6millions (Barclays).

Even the donor funded lenders are considering revising their
lending rates in order to keep their clientele. They also give
the other services e.g. training and even sponsoring clients
to attend market related events.
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Generally, time for processing loans has improved from
many months to less than a month or even to one week
nowadays. Some TGT wholesale clients (PTF and SIDO
Iringa) have faced the danger of losing their retail clients if
loans were not availed in good time to sustain their project
cycles. If the clients dropped out, the lenders will lose
clientele as well as the resources spent on the pre credit
training of the client. Other banks have snatched SIDO
trained clients in Dar-es Salaam.

Fighting over borrowers confuses the borrowers. Lack of
inside information about lenders, the fact that borrowers are
not part of the decision making process, except in SACCOs,
language barrier and the complicated forms for lowly
educated clients are constraints which make borrowing
decision difficult.

The challenges therefore need to be addressed so that the
borrowers are not confused and the lenders do not lose
business.

Some attempts to provide an answer is the formation of the
Tanzania Microfinance Association (TAMFI) whose task is
to advocate for equitable and standardized services among
customers. Results to this end are yet to come.

In this vein aso, TGT with the generous funding of the
Gatshy Charitable Foundation of UK is in the process of
setting up a Microfinance Bank Association whose network
will assist existing Microfinance Banks improve their
performance and achieve their development targets.

With improved performance and some standardization from
the providers side, the SMEs will be in a better position to
make informed decisions and choices about borrowing.

However, this relief is beneficial largely to the urban and
peri-urban SMEs. Thosein therural areas are till left out to
a large extent and they still face the challenge of
inaccessibility to credit even with so many institutions
downscaling in order to lend money.

Development agencies have yet a task ahead in order to
reach the rural based entrepreneur and even offer a number
of lenders from which to choose.
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REGIONAL PRODUCER MSEs MAKE IMPACT AT THE 2ND
MOMBASA CRAFTS FAIR (31st March to 3rd April 2005)

By Tom Were, Coast Regional Programme Officer, Kenya Gatsby Trust

During the month of March/April
2005, Kenya Gatsby Trust and
Micro Enterprise Development
Programme (Supported by Danida)
organized yet another crafts fair in
Mombasa, Kenya. The crafts
exhibition was officially opened by
the Tourism Minister, Hon. Morris
Dzoro, and also attended by
Heritage Minister Hon. Najib
Balala and MP  Ananiah
Mwabodza.

The theme of this exhibition was similar to the one of last
year 2004, i.e. "CREATING WEALTH THROUGH
INCREASED MARKETS FOR MICRO AND SMALL
CRAFTS ENTERPRISES" Just like in 2004, this
exhibition was a culmination of over 6 months of new
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Heritage Minister Hon. Najib Balala , the CEO Eveready,

and Mr. Timothy Nzioka (CEO KGT) taking a tour of the
stands

products development and design improvement of various
crafts and sisal baskets. The above partnership project
supports several wood carver groups from the coastal strip
of Kenyaand parts of eastern province who are mainly sisal
basket producers and traders.

The objectiveswere

o  To increase market outlets for the micro and small
entrepreneurs

. To sensitize the public on conservation on the
environment through the sustainable utilization of
good woods e.g. mango, neem, coconut and jacaranda
for carving.

. To publicize the event as a potential annual activity for
Mombasa.

. To create an opportunity for exposure of new
innovative products and designs in crafts

Product categories included Carvings, Coco wood products,
textile and apparels, sisal and banana baskets, natural and
herbal products, African jewelry and interior decorations,
bone products, among other products. All together the
exhibition brought together over 100 exhibitors, 8 of whom
were from Tanzania with specialties in textiles and African
jewelry. The groups from Tanzaniaincluded Afri curio, Sure
batik, Marvel ous boutique, just to mention but a few.

A significant amount of awareness and impact has been
created for this event over the last two years with aview to
turning it into a visible East African (Regional) activity for
our crafts producers. Kenya Gatsby Trust is looking into the
future, with hope that the event can take a regional outlook,
where the Inter trusts (TGT, KGT and UGT) could take a
lead and organize the event on a round roving basis. The
results will be increased awareness and business
opportunities for our producers across the borders of the
region. It will also increase the promotion of trade and
products exchange between the three country producers
initially and in the future, probably extend to CGT, turning
it into an African event.

It is very important to especially recognize the success and
the challenges the Tanzania groups created for the other
exhibitions during the March - April 2005 crafts fair. For
example because of very high quality, new and unique

Tom Were (KT) explaining new product designs to
Tourism Minister Morris Dzoro, looking is Mr. Christian
Sorensen, Snr. Advisor MEDP (Supported by Danida)
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designs elevated marvelous boutique to the highest
individual sales. In fact, within the first two days, the
exhibitor had nothing left to sell, asal her products had been
sold out.

This success was reflected with other groups, but with some
challenges in regard to new designs. They had amost
similar products with those aready exhibited last year.
Some customers found the prices quite high probably
exaggerated with anticipations of taking advantage of the
tourism season.

As part of linkage creation for the producer groups, an
estimated 471 new and potential and sustainable clients
were identified and are in constant contact with the
producers. A number of these clients have already made
orders, some of which have been repeated twice or thrice
within the last two months. New products were aso
introduced into the market.

These included FSC certified carvings from Kenya Coast
Tree Products (a project of Kenya Gatsby and WWF East
African Regional Programme Office, and other good woods
stakeholders), the Flip flop Arts from Lamu (another crafts
opportunity that KGT is seeking to Support and promote),
Sisal baskets from baobab (made by Kitui Women sisal
basket producers), Herbal (Neem and Aloe) products, Coco
wood products and other palm products, Cashew nuts, Kisii
soap stone products and a new range of Jewelry products.

With the above mix, it created a new taste and flavour for
the visitors and buyers. There is already an agitation for a
repeat of the same event and the exhibitors are already
asking for anew date. Overall, the total sales made over the
four days were Kshs. 990,000 (what was recorded) plus
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KGT’s Susan Lusega, picking out some unique and new
designs at the Kitui women basket trader’s stand

another Kshs. 2.29 million in follow up orders spread over
various producer groups out of the exhibition. The figures
for sales could be higher than was recorded, given a certain
room for omissions, as certain periods were very busy for
the exhibitors.

The Kenya Gatsby Supported groups had sales totaling to
approximately Kshs. 450,000 altogether. This included the
Kitui Women basket traders, 4 wood carving groups, and
two herbal products groups. The Tanzania groups had total
sdles of Kshs. 220,000 and the rest of the
producers/exhibitors constituted the rest of the sales. The
next exhibition date has been set for February 2006 in
Mombasa. The exact dates will be communicated as the
preparations continue to take shape.

THE FRESH FRUIT JUICE PROJECT

By Jennifer Mbithe Mbuvi, Project Officer, Kenya Gatsby Trust

The fresh fruit juice sub sector has the potential to
contribute to the GDP of the Kenya economy; and if well
harnessed, the sector can absorb
much of the surplus fruit produce
that often goes to waste in many
parts of the country. Sadly, though,
as farmers fruit goes to waste,
supermarkets and other outlets are
littered with chemical laden
artificial juices going under the
guise of 'fresh fruit juice.’

Jennifer Mbuthe Mbuvi K€nya Gatsby Trust, through its
(Project Officer) market access initiative saw the
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potential of adding value to these fruits through quality
processing, branding and packaging and conducted a survey
of some juice processors within Nairobi city. The results of
the survey were documented and the Fresh Fruit Juice
Project was born. The aim of the project isto: -

a) Fecilitate new quality markets for fruit farmers

b) Expand the markets for fresh fruit juices

¢) Provide the public with alternative nutritious drink
d) Create employment

€)  Reduce poverty

KGT's intervention has seen the formation of the Kenya
Fresh Fruit Juice Processors, a Self Help Group, that was
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registered under the Ministry of Culture and Social Services
in November 2004 and comprises of 21 fully registered
businesses, ¥4 of which are still operated from their domestic
kitchens. 80% of these businesses are over 4 years old and
are distributed within Nairobi City.

Achievements So Far

a)

b)

d)

e

f)

Kenya Fresh Fruit Juice Processors has undergone
training in HACCP by Kenya Bureau of Standards and
the juice processors have established their own
cheaper way of getting their products tested and
certified outside the normal procedure from Kenya
Bureau of Standards. This gives a saving of over KSh
4,000 per juice sample! The Group will soon be
trained in juice standardization by the Kenya Bureau
of Standards and be recruited to become a member of
the technical committee that deals in standards
revision in Kenya.

The Group has participated in three exhibitions, one
organized by the World Bank, the second one
organized by the Association of Micro Finance
Institutions (AMFI) in which the group scooped the
first award as the lead micro entrepreneurs in the
country, and the third organized by ECO-News Africa
and Kenya Human Rights Commission. In the three
exhibitions held in November December 2004, and
March 2005, atotal of 923 litres of juice were sold at
an average cost of KSh 100.00 per litre. (A total of
K'Sh 92,300.00 against 22 participants in total).

The Group is aready trained in group dynamics and
has formed 4 working committees who report to the
main group on a monthly basis. (Finance, Marketing,
Production and Members committees)

The Group currently employs up to 60 adults (both
hired and self employed and the annual business
turnover is between KSh 10 million on the lower side
to KSh 35 million on the upper limit.

Since January 2005, the nett average monthly income
per a processor is KSh 27,567.00 (this is from 11
processors- a survey carried out in May 2005- this
excludes (f) below).

One large-scale processor (FIPS Food products) who
has secured an order to supply Delmonte juices in

9)

h)

)

k)

Thika with fresh passion pulp is alone turning over
K Sh 700,000.00 per month!

The group has also benefited from the current
collaborative project between KGT and the Jomo
Kenyatta University of Agriculture and Technology
(JKUAT) Technology Development Project. The
Group has two of its processors benefiting from the
students attachment programme, and one of the
processors has been selected for the development
process of a new pulper that would be more efficient
than the domestic blenders in the supermarkets and
with a higher output for all production levels besides
being quite affordable. A demonstration laboratory is
underway through the same project.

One processor (Blessed Bakers Limited) has secured
an order to supply fruit juices to one of the chain of
food stores/restaurants commonly called the Nandos
and is supplying an average of 15 litres of avariety of
juices per day and volumes are growing by the day.
The rest are selling to friends, neighbours, hospitals,
schools, and other institutions.

A trolley from which to sell thejuiceis currently under
production, while the artwork for branding of five
already identified kiosks outlets and one truck is also
underway.

One of the juice processors, (FIPS Food products) has
benefited from the Factoring Facility of Kenya Gatsby
Trust, a financial service where her invoices to one
farmer group supplying her with fresh passion fruit are
paid off immediately by Kenya Gatsby Trust while she
sells off her juices and pays KGT at an agreed upon
rate.

The processor above has also benefited from a Kenya
Gatsby Trust linkage to a group of passion fruit
farmers in Kandara, Muranga ( Mbari Ya Mboce with
a membership of 32) who are now supplying passion
fruits at a cost of KSh 35.00 per kilogram and is
supplying an average of 6 tonnes of passion fruit a
week.

Two of the processors (Blessed Bakers and Naomi
Fruit Parlor) have benefited from the Malindi mango
project and have, since November last year, bought up
to 2,000 pieces of the high quality sweet Ngowe
mangoes.
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FAIRER TERMS OF TRADE IN HERBAL PRODUCTS
PROJECT

By Misha Njeri, Project Officer, Kenya Gatsby Trust

The Fairer Terms of Trade in Herbal Products, seeks to
address ways in which local communities can make the
most of market opportunities for herbal products made from
neem and aloe at local, national and international levels. The
overall goal of the project is to tackle the causes of poverty
amongst the target communitiesin herbal products produced
by small producers. The purpose is to promote and
encourage equitable terms of trade for the communities
producing herbal products. It is expected to directly benefit

Neem Seeds

Through the participatory Market Chain Analysis (PMCA)
approach that is being used in the implementation of the
Fairer Terms of Trade in Herbal Products Project, aworking
Neem seeds market chain has been established between
Biop Company and Coast Farm Forestry Association
(CFFA) in the Coast Region.

The CFFA group is made up of more than 30 neem farmers
groups found in Kilifi, Kwale and Malindi Districts who are
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involved in neem products activities that include soap
making, leaf drying and crushing, seed collection .

Biop Company is involved in manufacturing herbal
products made mostly from neem and aloe. Their product
range includes skin care products, hair products and
products for consumption

Several meetings have been held with Biop and CFFA
farmers separately in order to understand their supply chains
and their trade and the kind of challenges that they face. It is
from these meetings that it was found that the two groups
had the common goal of establishing long term relationships
to ensure continuous and reliable supply of the neem seed.

Upon bringing the two parties together, a market chain was
created!!! CFFA now would be supplying their neem seed to
Biop at a competitive price. The most important thing from
this is that the relationship is long-term such that the two
parties get to benefit: CFFA is assured of a reliable market
for their seeds while Biop is assured of a continuous supply
of quality seeds.

Biop range of Neem and Aloe products
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UGT CREDIT SCHEME GROWS INTO GATSBY
MICROFINANCE INSTITUTION

By: Mrs. Barbara Barungi Kayanja, Credit Manager, UGT

BACKGROUND

Uganda Gatsby Trust is a non-governmental organization
whose mission isto" assist in devel oping technological base
of the small enterprise sector in Uganda and enabling the
growth of such enterprises’. The Non-governmental
organization started working with this sector in 1994 by
providing training and other business development related
services. It was later discovered that in order to enable these
enterprises to acquire the necessary technology, they needed
finance for buying the technology or for working capital
after acquiring the technology. In 1996 Uganda Gatsby Trust
started operating a credit scheme to enable the enterprises
achieve the desired status.

MANAGEMENT

The enterprises are organized in what we call Gatsby
Enterprise clubs headed by the executive committee of five
democratically elected from among the members. Usualy
the club will have other committees such as the loans
committee charged with all issues related to loan
management and technical committees in different fields.
This set up is supported by Uganda Gatsby Trust Credit
Department Staff to ensure that all loans are properly
utilized and paid back. The Credit department is also
supervised and supported by the Uganda Gatsby Trust
Loans Committee

TARGET GROUP

The scheme targets small and micro enterprises in the
missing middle, that is, too big to be served by micro
finance institutions and to small to be served by the
commercial banks. These are usually enterprises, which add
value to raw materials and create employment. The scheme
isnow fully operational in the following twenty districts of
Uganda: Kampala, Mukono, Jinja, Iganga, Mbale, Tororo,
Pallisa, Soroti, Gulu, Lira, Arua, Masindi, Hoima, Mubende,
Kabarole, Kasese, Rukungiri, Mbarara and Masaka. The
Trust hopes to increase coverage to thirty districts by 2007.
The scheme is based on the group lending methodology
where only paid up members qualify to form a peer group of
four. These groups provide the group guarantee, which is

used together with chattel items, post-dated cheques,
machinery and land titles to provide security for the loans.

PRODUCTS OFFERED

The products offered are tailored to suit the needs of the
enterprises served. These include:

THE UGT LOAN

Using this product, a client can access increasingly bigger
loans as their businesses grow and their capital requirements
increase. Currently, there are four loan cycles as shown
below.

CYCLEMAXIMUM [GRACE PERIOD|LOAN PERIOD
i 3,000,000 2 months 12 months

2 6,000,000 3 months 15 months

3 10,000,000 4 months 18 months

4 15,000,000 4 months 24 months
FACTORING

This was designed to meet the cash flow needs of the
enterprises served. Some members supply goods to
supermarkets, schools or other institutions, which cannot
pay them until after two to three months. Uganda Gatsby
Trust therefore comesin to bridge this cash flow problem by
paying the member after he has supplied and then waiting
for repayment until theinstitution pays (usually two to three
months). UGT charges a commission.

TENDER SUPPORT

This product was developed after it was discovered that the
members could not effectively participate in the
development activities in the districts since they could not
meet the tender requirements mainly due to lack of
sufficient funds and some legalities. Using this product
clients can now bid for these tenders and are able to supply
on time as required. This has widened the market of the
Club members and enhanced their opportunity to grow.
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ASSET ACQUISITION LOANS

This product was developed for clients who have gone
through the four levels of the UGT loan. In most cases these
clients would have grown bigger and would be in need of
bigger assets such as lorries for transportation or buildings
for better workspace.

LOCAL SAVING AND CREDIT SCHEME

This product was designed after members expressed need
for small financial support, which could not be presented to
the UGT loans committee. Members were encouraged to
start saving on their own and Uganda Gatsby Trust would
contribute to this fund to enable members to have enough
money at the club level to meet their small financial needs.
Currently, 15 of the 20 Clubs have started their own saving
and credit schemes.

SOURCES OF FUNDS

This scheme was started with seed funding from Gatsby
Charitable Foundation and this money has been revolved
among the members. The interest earned has been ploughed
back, which has led to the growth of the fund. The total
amount lent out now exceeds Shillings 1,000,000,000 (one
billion). Due to increased demand for services, it has
become necessary for the department to solicit for more
funds from institutions who deal in wholesale lending.

COUNTRY INITIATIVES

We are currently negotiating with OIKOCREDIT, Micro
Finance Support Center Limited and Post Bank Uganda.

RECENT CHANGES

In order to fit in with the legal requirements of the Micro
finance industry in Uganda, Uganda Gatsby Trust is in the
process of forming another company, which will be called
the GATSBY MICROFINANCE LIMITED. This
institution will take over the all the activities of the Credit
Department and will have a separate Board. The institution
will be able to borrow and on lend funds from other
ingtitutions and will be operated according to the best
practices of the micro-finance industry.

We are in the process of acquiring a moneylender's license,
developing articles and memorandum, constituting the
board and putting in place all the requirements of a micro
finance institution.

FOCUS

Together with Uganda Gatsby Trust (the mother
organisation), the micro-finance institution being put in
place will continue targeting on-going small and medium
enterprises in Uganda. The loans will be used for both
working capital and acquiring machinery so asto further our
mission of assisting in devel oping the technological base of
the small enterprise sector in Uganda and enabling the
growth of such enterprises.

UGT TO ORGANISE AN EXHIBITION ON
ENTERPRISE-ORIENTED TECHNOLOGIES

Uganda Gatsby Trust organised a technology exhibition to
coincide with celebrations to mark 10 years of existence
during 25 - 29 July 2005. The exhibition took place at the
Uganda Manufacturers Association Show Ground in
Lugogo some 4 kms outside the Kampala City centre.

The main aim of the exhibition was to showcase the growth
which has taken place among the cooperating small scale
enterprises as a result of injection of technology into their
operations. Alongside the enterprise-oriented technologies,
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technology generators and researchers from Universities
and R+D institutions will display results of their innovations
and applied research, which can be the basis for further
technology transfer.

The major aim of the exhibition was thus to present the
appropriate technologies that have been developed in the
sector plus those still under development. The theme of the
exhibition was "Technology for Small Enterprise
Development". The objective was to put to light the
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SME SURVEY IN TANZANIA COMPLETED

By: Prof. H. Katalambula, TGT-pCET Project Coordinator

The development of SMEs is important for sustainable
economic growth and poverty aleviation in any society.
SMEstend to be concentrated in relatively labour-intensive
activities, so they play an important role in employing the
growing labour force and alleviate the severe
unemployment that threatens the survival of a community.
There is an emerging consensus that new approaches are
needed to improve the effectiveness of the strategies and
programmes, which support SMEs. The current challengein
SMEs development in Tanzaniais not only to recognise the
position of SMEs in the development of the national
economy, but also to build on the success of micro-finance,
establishing good operation practices for SMEs, financing
and provision of non-financial services such as
technological and marketing aspects.

Apart from financia constraints in respect to weak capitals
for starting-up and operating businesses, the technical
know-how is also another major obstacle for sustainable
SMEs in this country. Lack of linkage mechanism between
the SMEs and ingtitutions or instruments related to their
needs could be identified as the major national setback
towards the development of SMEs.

In order to know the status and needs of SMEs in Tanzania,
a survey was required. It was decided to initially start with
the Eastern Zone covering Zanzibar, Morogoro, Tanga and
Coast Regions. This was done in 2002.

In 2003, the survey was conducted in the Western zone
covering Tabora, Kigoma, Shinyanga, Mwanza, Kagera and
Mara regions, which in total has 34 districts. In the last
survey conducted in 2004, the survey covered the 11
remaining regions in the Northern, Central and Southern
zones, namely Arusha, Manyara, Kilimanjaro, Singida,
Dodoma, Iringa, Mbeya, Rukwa, Mtwara, Lindi and
Ruvuma, in which 54 districts were surveyed. Survey
reports for each year were prepared and presented to
stakeholders at workshops. The year 2004's survey was the
last one and now a country report on the status of SMEs for
the whole country is being prepared. A total of about 2300
entrepreneurs were interviewed in the survey. The country
report will be launched once it is completed.

As mentioned above, a stakeholders workshop was held
after each survey. The first workshop was held in Dar es
Salaam for the Eastern zone and the other in Mwanzafor the
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Western and Lake zone. Since the last survey covered avery
large area of the country, two workshops were held, one in
Arusha in February 2005 and another in Iringa in March
2005. In the workshops, results of the survey were presented
and recommendations sought from the stakeholders. Among
the magjor recommendations from most of the workshops
was the formation of SME groups to be known as Gatsby
Clubs so as to make entreperneurs easily reachable.

Some of the major findings from the analysis of the survey
were:

. Majority of SMEs are not satisfied with the
performance of their enterprises with the main reason
being underperformance of their equipments and lack of
market for their products.

o The source of capital needs to be diversified; many are
depending on personal funds, which are limited.

. Technology and machinery are number one items that
SMEs would like to change if they had an opportunity
to do so. Thistherefore is a challenge for pCET to try
and assist.

« Most SMEs were not aware of the existence of IPI,
BICO, etc. There is a need to create awareness among
the SMEs.

o Most SMEs think that the move by TGT to form a link
between pCET and SMEs is a very good idea. The
challenge now remains on the concerned parties to
make the link effective and useful.

. Majority of SMEs expect technology support from R &
D free of charge. It has to be decided who pays for them
because the system will not be sustainable.

One of the striking observations from the survey done in
different zones at different times is that the results have
come out to be similar in many aspects, signifying that same
intervention measures are required in the whole of the
country.
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UNIVERSITY OF DAR ES SALAAM'S COLLEGE OF ENGINEERING

STAFF VISITS INCUBATION FACILITIES IN THE U.K

The Incubation project started at
UDSM in 2002 as part of the
collaboration project with Tanzania
Gatsby Trust (TGT) titled "SME
Development and Performance
Enhancement through Technology
Development and Transfer". So far
three incubation localities have
been selected. Theinitial approach
was to establish incubators without
walls. However, it was later found

that there was a need of having
incubators with walls, although
that option was more financially
demanding. In addition, management and ownership of
physical infrastructure was an issue that needed to be
resolved. Following the meeting of the TGT-University
Committee that was held on 31st January 2005 at the TGT
offices, it was suggested that a study tour be organized for a
team of pCET staff involved in the UDSM - TGT
Collaboration, with a
view of enabling them
see and learn from what
is on the ground in UK.
The team comprised of
Prof. B. L. M. Mwamila,
the Chairman of COET
and Prof. 1
Katalambula, the
Coordinator of the TGT -
pCET project, and the
study tour was Prof. Hassan Katalambula
undertaken from 16th to

24th April 2004.

Prof. Burton Mwamila

The objectives of the tour were:

o  Toexplore what is meant by the term ‘incubation’ and
to review some of the ways in which business support
organisations provide support to aspiring and existing
entrepreneurs,

. To look specifically at the way in which an incubator
workspace can support new and growing businesses,

. To look at different models of incubator workspaces
including incubators provided by not-for-profit and
for-profit operators and incubators attached to
universities.

The team wishes to express their profound gratitude to the

Tanzania Gatsby Trust (TGT), the Gatsby Charitable

Foundation (GCF) and the Sainsbury Family Charitable

Trusts (SFCT) as a whole for making this study tour a
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success. Special thanks should go to Mr. L. Cockcroft,
Ms. J. Temple and Mrs. O. Luenafor the different roles they
played in arranging this tour.

The tour programme was very
nicely arranged. This would not
have been possible without the
involvement of Mr. David Irwing
and Luke Taylor of Irwin
Associates. David and Luke did
a wonderful job of arranging al
the meetings and finding
replacements in cases where
some host Institutions were not
able to accommodate the team in
their busy schedules. Special
thanks should go to Luke
who drove the team from
Newcastle to London,
which was a redly
challenging assignment
given the fact that it was
his first time to visit most
of the places that the team
visited.

The study tour would
have been meaningless
had there been no
cooperation from people (hosts) whose ingtitutions were
visited. Many thanks should go to all the hosts (listed
hereunder) for their hospitality, kindness and their
willingness to share their knowledge with the team. In all
the institutions visited,
the hosts volunteered all
the information that the
team wanted to know [N
and availed an
unlimited time. The
team is very thankful
for this and the tour has
been very enlightening.

Mr Laurence Cockcroft

Ms. Jo Temple

The tour started from [
Newcastle, in the north = el
L Trom Wherg Mr. David Irwing of Irwing
_the team started their Associates and Mr. James
journey southwards to
London.

Monk of Great Western
Enterprises

The institutions that were visited are as listed below:
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i)  Project North East in Newcastle

ii)  Sunderland Business & Innovation Centre also in
Newcastle

iii) Coventry University Enterprises, in Birmingham

iv) Aston Science Park also in Birmingham

v)  Oxford Innovation Centre in Oxford

vi) Great Western Enterprise in Swindon and

vii) Basepoint in Swindon

After the vigitis, a debriefing meeting was held at the
Sainsbury Family Charitable Trustsin London. The meeting
included Lawrence Cockcroft, Jo Temple and David Irwin.

The Team's Findings
From the tour of the above listed organizations, the team
found that:

i) Incubation activities in UK are always accompanied
with the provision of workspaces. Virtual incubation,
which is one version of "incubation without walls' is
also provided by most of the organizations. However
this in most cases is taken as a preparation (pre-
incubation) stage for businesses that are to enter into
the incubator workspace.

ii) Entry as well as exit criteria are not that rigid, given
the fact that most of the incubation service providers
need to generate revenue.

iii) Most of the visited organizations were initially
financially supported through grants by either the UK
government, Trusts or some other organizations to put
up the workspaces that they have. Lack of such
support would have rendered most of them unable to
survive.

iv) Rents paid by tenants in the workspaces are not
subsidized on the understanding that subsidizing
would give the companies a false sense of business
survival.

v) Most of the businesses are IT related which mostly
require only office spaces. A few that require
laboratories and workshops are also serviced but in
specialized centers.

vi) Financing of businesses is not a problem in UK and
loans are readily available.

The Team's Recommendations

Taking into account the situation prevailing in Tanzaniaand
what the team saw in UK, the following recommendations
were put forward:

i)  Thereisastrong need to have an incubator with walls,
at least for some of the tenants. It is therefore
recommended that the three localities be maintained,
however, a main incubator facility should be built at
the University of Dar es Salaam to act as a hub for the
other three localities.

ii)  The hub incubator at the UDSM should consist of at
least 20 units of workspaces in addition to the
administrative offices, meeting rooms etc. Given the
nature of businesses in Tanzania, the workspace
should include offices and workshops since food
processing, metal work, etc are the potential
incubatable sectors in Tanzania as opposed to IT in
UK.

iii) Businesses in Tanzania still lack financing. TGT and
other micro financing agencies as well as banks should
be involved to provide the much needed capital.

iv) In UK, the word "incubator” is not widely used even
by the organizations offering incubation services.
Instead, various names with market attracting
potential are used, e.g Business Innovation, Business
Centre, Technology Centre, Innovation Centre, etc. It
might be a good idea to adopt that in our programme
so as to have, say, Kibaha Innovation Center, etc.

v) To increase the marketing potential of the tenant's
products, the virtual incubation as practiced in UK is
recommended where tenants will be allowed to market
their products in the name of the respective incubator
or the hub incubator.

A full proposal is now being prepared to implement the
above recommendations, especially the one of having an
incubator at the University of Dar es Salaam. Various
sources of financing are being explored and there is a
possibility of some support from NEPAD.

MOROGORO WOMEN OF THE WORD BECOME
GATSBY MEMBERS

The Tanzania Gatsby Trust has launched a credit scheme for
Women in Morogoro. Loans totalling to Tshs. 25.4 million
were given to 130 women belonging to the Women of the
Word based in Morogoro, Mazimbu area. As far as poverty

eradication is concerned, the leaders of the Women of the
Word pledged for proper use of the money as atool for their
economic ventures.
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CREDIT TO WOMEN WORKING THROUGH GROUPS
AND ASSOCIATIONS

" Sharing the Experience of Cameroon Gatsby Foundation™

For over 10 years, CGF has been promoting women's micro b)  Organisation of loan disbursement and monitoring of

entrepreneurs through over 3000 self help groups. CGF aso |oan repayment

initiated the creation of 43 associations of groups to i

facilitate:- ¢) Increased peer pressure on delinquent groups and
individuals

a)  Outreach to an ever increasing number of clients d) Training and marketing activities

Briefly, CGF has summarised the advantages of offering credit facilities to women as follows:-

Bigger and Better Managed Businesses
More Income

Better Fed and Healthier Families

Women Higher Sandards of Living

+ Economic and Social Empower ment of Women

Capital

Higher Self Esteem
Contribution to Decison Making

Financial Autonomy

Improved Homes and L iving Conditions

Improved Societies
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Severa problems have been encountered in the course of
this programme:-

1. A generd lack of formal education limits women to
self employment through micro enterprises often so
small that they constitute more of a means of keeping
groups busy than areal source of income

2. Fake groups lack the capacity to organise regular
repayments

3. Clients become loan dependent because their capital is
often drained by increased Family responsibility

4. Many businesses fail despite access to credit due to
misplaced priorities or husband interference

5. By belonging to Gatsby as well as other multiple
groupings both for capital and social security, women
are often trapped in viscous circles of debts to
maintain credibility and avoid scandals.

6. The absence of organised marketing and poor access
to large consuming areas expose producers to
exploitation by middlemen.

7.  Greed, dishonesty and power struggle are among the
causes of failure of some groups especially with

increased loan size.
"One hand cannot tie abundle" The tradition of self helping
groups in Cameroon lies behind this proverb!

CGF has become a network, harnessing financial and non
financial services as well as organising the distribution of
these services to help people who help themselves.

Supported by government services, other NGOs, training
institutions, commercial and rural banking facilities,
traditional and administrative authorities, CGF has reached
over 35 000 families in 11 years with a cumulative total
volume of 3.5 billion CFA in loans.

As CGF moves forward to support banking facilities which
can take on graduating groups, the emphasis will remain to
reach out to the poorest of the poor with the mission to assist
them in the growth of their micro enterprises so as to
improve the quality of lives for many Cameroonian
families.

In time, the construction of some show cases in the form of
food collection depots, handicraft marketing centres will
help producers earn more for their products as they market
together with increased bargaining power.

GATSBYIN = POVERTY OUT

UGT TO ORGANISE AN EXHIBITION ON ENTERPRISE-ORIENTED
TECHNOLOGIES

achievements of the sector as far as utilization of technology is concerned and to emphasize the sector's role in Uganda's

developing economy.

The public was invited to see these technologies which highlight the existing indigenous technological capacity among our Jua

Kalis. The Programme was as shown below.

Morning | Afternoon

Monday 25th July, 2005

Exhibitors open their stands Opening Ceremony-

« Chief Guest: State Minister for Industry

Tuesday 26th , Wednesday 27th, Thursday 28th 2005

Exhibition \ Exhibition

Friday 29th

Fair Closing Ceremony
Paper Presentations:

« Cocktail

« Role of Appropriate Technology in Today's Developing World-
« Role of SMEs in Uganda's Devel opment-

« Awarding certificates to all participants, best exhibitors and sponsors:

« Recognizing UGT workers:

« Speech from members and students' representative:

« Remarks from GM, Chairman & Chief Guest: Minister of Industry-

4
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ACCESS TO QUALITY ASSURANCE SERVICES IN THE
MANGO SUB-SECTOR THROUGH EXTENSION SERVICES

By Jane Mung'oma, Project Officer, Kenya Gatsby Trust

Introduction:

When KGT sat at the drawing table to design the Access to
Quality Assurance Services in the Mango Sub-sector
through Extension services supported by USAID through
Kenya BDS, Charles Thoya wasn't anywhere in the picture.
Moreover when the design of the project determined an 80%
project focus on development of Private Commercial
Extension Service Providers (PCESPs) and 20% on
addressing market access constraints, Thoyawasjust a mere
statistic within this figure.

Before the KGT initiated the project, tending Tree Crops
and specifically mangoes in this context, was a non-existent
phenomena among farmers in Malindi. Many factors
contributed to this, but chief among them was ignorance.
The mango tree was looked at as naturally growing and thus
needed no attention. Farmers were content with the marginal
yield got from their mango trees. However, in the last few
years, the yield has dwindled and prices gone down
drastically due to poor quality mangoes arising from pests
and diseases. The training of the PCESPs has however
revolutionalised this perception and yields for the farmers.
Where farmers had been skeptical about the value of
Extension services; they are now actually paying to have
their crop serviced by the PCESPs. Of the 13 farmer groups
the project is working with, 6 have been able to access
Extension services and the results speak for themselves.

Currently there are 10 active PCESPs who have managed a
turnover of over KSh. 100,000/ (approximately USD 1,300)
- over a period of 12 months. Of this, over 70% has been
through Charles Thoya's efforts.

Charles Thoya

Charles Thoya was born in October 1973 in Mgandeni
Village, Goshi location, Maindi District. He is the last born
in a family of 10. He went to school up to O level and
further went to language school. Thoya also did a course in
Farm Nursery Management with the Farm Forestry Project.
Before undergoing the PCESPs training, Charles Thoya was
involved in mango farming activities. Beside this, he kept a
commercia Seedling Nursery. From His Nursery, he earned
close to KSh. 700 /= per week. So naturally he had an
interest in generating income from farming activities on
commercial basis and the project offered him an additional
income generating opportunity. Charles has 3 family
members directly depending on him.

Although providing nursery services on acommercial basis;
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Thoya could not adequately meet the needs of his clients
especialy regarding management of crops. Further, he
grappled with issues to do with inputs since he did not know
which onesto use at different stages of the mango tree cycle.
While attending a seminar on Co-operative societies
management he heard about the PCESPs training and
decided to enroll by
d paying KSh. 500.
Charles knew he badly
needed training on
Mango Crop
! Husbandry, but nothing
i'r‘ at that time pointed to
the fact that the training
e would soon
Charles spraying a mango tree revolutionalise his life.
He was among 61 PCESP who finally received training in,
Mango Botany, Mango propagation techniques, Mango
Orchard Management, Pest and Disease control, Post
Harvest handling and Extension Service Provision as a
business delivered by KARI, courtesy of the Kenya
BDS/KGT Access to Quality Assurance Services in the
Mango Sub-sector through Extension services project.

Saying ahead of the pack

After the training, Charles gave his business the devotion it
deserved. He devised marketing strategies that work well
for him:

. He serviced and still services his own farm as a means
to "Winning the Hearts" of skeptical farmers. This has
worked well as neighbours who witness his increased
yield ask for their farms to be serviced as well.

. Going out of his way to contact farmers and sell his
services to them on a one-on-one basis

. Having the ability to act as a "One-Stop" service
provider; affording farmers the opportunity to access
different services from him. Among the services he
offers are:

« Pruning
« Bush clearing
« Banding

« Spraying

o Attending public gatherings including Barazas to
market his services

. Doing a good job so that farmers can market his
services through word of mouth
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. Giving more than a one-off service. He strivesto build
arelationship with his clients by follow up and getting
feedback from them.

. Being willing to negotiate flexible payment periods
with his clients. A major fear harboured by most
service and inputs suppliers in providing services to
farmersin Malindi has been the inability of farmersto
pay due to high poverty levels. With the PCESPs
introducing commercial extension services, thiswould
till be reason enough to discourage them. Thoya has
however got round this challenge by negotiating with
farmers on business basis. Where farmers are unable
to pay 100% cost of the services at once, installments
terms are negotiated, but often with the farmer paying
an amount upfront to enable Thoya mobilise materials
for thejob. Asaresult, farmer groups working with the
project initiated savings mobilisation to access inputs.

Charles confesses that his approach has given him a cutting
edge and enabled him to stay ahead of the pack. Moreover,
Charles understands that Tree crop farmersin Malindi need
a change of mind and perspective to begin servicing their
trees. He has had the patience to talk to and move the
farmers from a position
% that regarded Fruit trees
| as needing no tending to
a place where farmers
are now demanding his
1 services. Charles
" underwent additional
&+ training sponsored by
ws1 Bayer Crop Science and
il this  boosted his
confidence even further.

Charles Thoya in action

A land mark achievement

Although he began by providing services to farmer groups
linked to the Kenya BDS/KGT project; Charles soon
discovered that there was immense potential to be exploited
in providing these services to other farmers beyond the

MOROGORO WOMEN

Prior to the launching,
TGT conducted a
special training
programme in order to
equip the women with
the essence of the credit
scheme.

Participants exchanging ideas
while in-group discussion
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project. Not only has he been able to provide these services
to other mango farmers in the district, but also to Cashew
nut and maize farmers. He considers this a huge success.

The Bottom line

Charles considers the PCESP training received through the
KGT/Kenya BDS project to have been abig success for him
because as he looks at his earnings, he can afford to smile all
the way to the bank. His earnings have increased by over
800%. Thisis by virtue of having leaped from getting K Sh.
2,800 to currently KSh 24,000 per month! A neat bottom
line indeed!

Sill going strong

Charles Thoya is not done yet; he regards his current
achievement as just the beginning. There have been
challenges along the way, for instance in accessing
equipment and use of inputs, but heis not letting these to get
in his way. He has plans to expand his business further and
capture awider market. He intendsto increase the size of his
nursery to carter for the needs of mango farmersin the entire
location by introducing new commercial cultivars. Coupled
with this, he is looking out for opportunities to increase his
knowledge and skills through further training especialy in
Disease and Pest control to better serve his clients.

What's more, during a Private sector led initiative to provide
inputs to farmers on credit basis spearheaded by Bayer Crop
Science in collaboration with KGT and Farmers' Resource
Services (FRS) based in Mombasa, Charles was among the
PCESPs subcontracted by FRS to offer spraying services to
farmers and has remained the envy of his peers by the
amount of money he is able to make per day. For Charles,
the Kenya BDS/KGT Access to Quality Assurance
Services in the Mango Sub-sector through Extension
services project did bring a positive change in his life, and
with the Private sector involvement in the project and
support from the Ministry of Agriculture through the
Malindi District Agricultural Office, he indeed sees a very
bright future ahead.

Mrs. Teddy Kunulilo, TGT Credit Officer addressing
Participants at the training session in Mazimbu, Morogoro
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Photos Showing KGT Trustees' Visit to Projects at the
Coast During the KGT’s Board Retreat
(April 26th And 27th 2005)






