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The i n te rven t i o n c o u l d b e t ra in ing , survey , eva lua t i on , an d p r o g r a m / p r o j e c t des ign in g o r 
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c o n c e r n e d . 
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Appendix INCOME GENERATIN G CAPACIT Y BUILDIN G P R O G R M ME L O G I C A L F R A M E W O R K 

1 LOGICA L O F INTERVENTION OBJECTIVELY VERIFIABL E 
INDICATORS 

SOURCE OF 
VERIFICATION 

ASSUMPTIONS 

O V E R A L L 
OBJECTIVES 

To contribute t o the improve d growth, 
employment an d the Incom e generatio n of 
Kisarawe resident s 

National Poverty Reducti 
Strategy Programm e 
(PRSP) 

PROJECT 
PURPOSE 

To increase th e sustainabilit y of income and 
employment o f Upendo Development Grou p 
community through thei r improved 
participation in the Foo d Presentation Projec t 

50% Raise of income in 80% member s 
employed business activitie s (monthly 
income from 10.000/ - to <=50,000/= by 
December 200 6 

• Ban k Account 
statements 

• Annua l progra m 
report 

• On e year Fina l 
Reports 

• Favourabl e 
economic 
environment 

• Grou p participat 
and co mini timer 

RESULTS 1. Resul t 1 : Group members traine d in 
Business skill s and enterprises 
development 

2. Resul t 2: Evident means of 
improving members incom e and lif e 

3. Resul t 3: New group projec t activitie s 
identified an d implemente d 

4. Resul t 4: Government Povert y 
Reduction Strategie s Polic y 
supported 

5. Grou p Community and Private Secto r 
partnerships establishe d 

1. 2 0 group member s traine d in 
business skill s 

2. 1 0 group member s traine d in 
specialist skill s 

3. Communit y business developmen t 
projects implemente d 

4. Offic e bearer s (Chairman, secretar y 
and treasurer) attend management 
awareness workshops with 
traditional leaders . 

5. Tw o (2) successfu l Incom e 
Generating Projects i n initiated by 
group by December 200 6 

• Annua l Program 
Report 

• Report s of the 
Project Steelin g 
committee 

• Mid-ter m 
Review and 
Final 
Evaluation 

• Fiel d Survey s 
• Pres s Report s 

Survey at 
individual 
income and lif e 

• Upend o 
Development 
Group's active 
participation 

Project 
Coordinator anc 
Facilitators 
commitment t o 
training group 
community 

• Implementatio n 
relevant 
legislation by 
Cabinet 

ACTIVITIES 1. Develo p a training program fo r 
technical skill s with regard to Incom e 
Generating Projects IG P (technical 
issues, agricultur e and livestock 
training) 

2. Develo p a cash management 
program for group member s 

3. Conduc t IGP training program 
4. Prepar e proposa l for constructing th e 

Project sit e (Building) 
5. Selec t the Buildin g Contracto r 
6. Equipmen t Installation and Fixin g 
7. Collec t the ra w crops for startin g 

production | 

INPUTS/RESOURCES 
1. Progra m and Training manuals 
2. Budge t for workshops and Training 
3. Trainers/Facilitator s in Income 

Generating Project s 
4. Qualifie d an d experienced Projec t 

Coordinator 
5. Budge t fo r project Investmen t 

• Trainin g 
Logbook 

• Record s of 
facilitators' 
agreements 

• Term s of 
Contracts on 
Building 
Contractors 

Training in Management 
skills and community 
strengthening doe s effec t 
more and improved 
activities with regard to 
joint income generatin g 
projects 

UDG Draft Logical Framework Jan 2005  A-II I 
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DATA COLLECTION QUESTIONNAIR E 

[For Member Use] 

A: MEMBER'S  INFORMATION 

1. What  is your Age ? 

15-25 25 -4 5 4 5 - 6 0 Other s 

2. What  is your Marital Status? 

Single Marrie d Divorce d Wido w 

3. How  did you join this  Community-based Organization  (CBO)? 

Through Application 

Through friendship 

Others • 

4. .Why  did you join this  Group? 

To generate income 

To obtain basic services 

To obtain assistance 
T o obtai n loan 

Others Specif y 

5. How  do you get your CBO Leaders? 

Through democratic election 

Through appointment 

Through special skills 

Other Methods Specif y 

6. What  did you contribute to the Group initially  to become a member? 

Cash Mone y 

Crops 

Livestock 



Other Assets: Specify : 

What the skills you have  that can be  used in the CBO economic  activities? 

Farming Skill s 

Livestock Skill s 

Teaching Skill s 

Accounting Skills 

Technical Skill s 

Others: CZ 3 Specify : 

8. How  long did you been  in this CBO? 

0 - 1  yea r 

1- 2  year 

2- 3 year 

3- 4 year 

9. What  did you benefit  from the CBO since  you joined? 

Increase of personal income 

Receive basic sendees 

Poverty reductio n strategie s 

None 

Others Specif y 

10. If  "None  what  do you think  are reasons of not benefiting from group? 

Poor planning an d Strategies 

Poor Leadership an d Managemen t 

Uncertainty outcome s 

Not Known 



11. What  is your Monthly Average income? In Tanzania  Shillings: 

0 - 30,000 

30,000- 100,000 

100,000-Above 

None 

12. What  are the sources of your daily income? 

Selling agricultural crops 

Selling livestock products 

Employment Salar y 

Trading activities 

Others: Specif y   

7.5. How  many dependants you have? 

0 - 2 

2 - 5 

5 - 1 0 

10 - Abov e 

14. How  many hours can you work  for CBO activities  per  week? 

0 - 5 hour s 

5 - 1 0 hour s 

10-15 hour s 

15 - Abov e 

None 

15. If  you are  household member, how  does you family  members considering your 

decision of  joining group  activities? 

Encouraging 

Discouraging 

Not aware 

None 
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7 6. Is  your family/household gender  balance sensitive ? 

No 

Yes I f Yes , describ e ho w you r househol d i s gende r balanc e 

B: GROUP  OR CBO ECONOMIC ACTIVITIES 

17. What  are economic projects that your group can be engaged? 

Farming production 

Livestock production 

Trading (Buying and Selling) 

Environment activities 

Processing activities 

Others: Specify : 

75. Why  do  you  consider  that  above  projects  are  appropriate  ones  for your 

organization currently? 

Simple to be management and implementation 

Income generatio n an d profitable 

Need low risk management 

Not known 

Others Specify:_ 

19. Have you got any training or  skills  how  to implement any of projects mention 

above? 

Yes 

No 

20. If Yes, which  level of training or  skills that you have  obtained? 

Complete Skill s 

Satisfactory skill s 

Not complete skill s 
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21. What are group resources available to  establish economic projects? 

i. Assets 

Assets Values i n Tanzania Shilling s 

ii. Manpower 

Skilled Peopl e Skills 

iii. Others 

Money Values i n Tanzania Shilling s 

Cash i n Hands 

Cash i n Banks 

22. What  are  the  effects  or  disturbances  of your economic  activities to  surrounding 

community people and Environmental  issues? 

CBO Economi c 

Activities 

Effects t o Communit y 

People 

Effects t o 

Environmental Issue s 

Farming Productio n Farming Productio n Farming Productio n 
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Livestock Production Livestock Production Livestock Production 

Processing Activitie s Processing Activitie s Processing Activitie s 

23. If the  above  effects  risks  happened  what  do  you  thing  can  be  the 

counter measures? 

Reduce the effects 

Stop the project 

Transfer the effect s t o the community people 

Ignore the risk situation 

24. Who do you think  shall he the beneficiaries of  group projects? 

Group members 

Community people 

Local Government 

Others: Specify : 
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DATA COLLECTIO N QUESTIONNAIR E 

[For Member Use] 

A: Member' s Information 

7. What  is your Age ? 

15-25 •  25-4 5 •  4 5 - 6 0 •  Other s • 

2. What  is your Marital Status? 

Single Marrie d Divorce d Wido w 

3. How  did you join this  Community-based Organization (CBO)? 

Through Application 

Through friendship 

Others 

4. Why  did you join this  Group? 

To generate income 

To obtain basic services 

To obtain assistance 

To obtain loan 

Others Specif y 

5. How  do you get your CBO Leaders ? 

Through democratic electio n 

Through appointment 

Through special skills 

Other Methods Specif y 

6. What  did you contribute to the Group initially  to become a member? 

Cash Money 

Crops 

Livestock 
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Other Assets: Specify : 

7. What  the skills you have  that can be  used in the CBO economic activities? 

Farming Skill s 

Livestock Skills 

Teaching Skill s 

Accounting Skill s 

Technical Skill s 

Others: Specify : 

8. How  long  did you been in this CBO? 

0 - 1  year 

1 - 2  year 

2 - 3  year 

3 - 4  year 

9. What  did you benefit  from the CBO since you joined? 

Increase of personal income 
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Other Assets: Specify : 

7. What  the skills you have that can be used in the CBO economic activities? 

Farming Skills 

Livestock Skills 

Teaching Skills 

Accounting Skill s 

Technical Skill s 

Others: Specify : 

8. How  long did you been in this CBO? 

0 - 1  yea r 

1 - 2  year 

2 - 3  year 

3 - 4  year 

9. What  did you benefit  from the CBO since you joined? 

Increase of personal income 

Receive basic services 

Poverty reduction strategies 

None 

Others Specif y 

10. If  "None  ", what do you think  are reasons of not benefiting from group? 

Poor planning and Strategies 

Poor Leadership and Management 

Uncertainty outcomes 

Not Known 
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11. What  is  your Monthly Average income? In Tanzania  Shillings: 

0 - 30,00 0 

30,000- 100,00 0 

100,000-Above 

None 

12. What  are the sources of your daily income? 

Selling agricultural crops 

Selling livestock products 

Employment Salar y 

Trading activities 

Others: Specif y 

13. How  many dependants you have? 

0 - 2 

2 - 5 

10 - Abov e 

14. How  many hours can you work  for CBO  activities per week? 

0 - 5 hour s 

5 - 1 0 hour s 

10-15 hour s 

15-Above 

None 
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15. If  you are household member, how  does you family members  considering your 

decision of joining group activities? 

Encouraging 

Discouraging 

Not aware 

None 

16. Is  your family/household gender balance sensitive? 

No 

Yes I f Yes , describ e ho w you r househol d i s gende r balanc e 

B: Grou p or CBO Economic Activities 

17. What are economic projects that your group can be engaged? 

Farming production 

Livestock production 

Trading (Buying and Selling) 

Environment activities 

Processing activities 

Others: Specify : 

18. Why do  you  consider  that  above  projects  are  appropriate  ones  for  your 

organization currently? 

Simple to be management and implementation 

Income generation and profitable 

Need low risk management 

Not known 

Others Specify : 
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19. Have you got any training or  skills how  to implement any of projects mention 

above? 

Yes 

No 

20. If Yes, which level of training or skills that you have  obtained? 

Complete Skill s 

Satisfactory skill s 

Not complete skill s 

21. What are group resources available to establish economic projects? 

i Assets 

Assets Values in Tanzania Shillings 

ii Manpower 

Skilled People Skills 

iii Others 

Money Values in Tanzania Shillings 

Cash in Hands 

Cash in Banks 
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22. What  are  the  effects  or  disturbances  of your economic activities to  surrounding 

community people and Environmental issues? 

CBO Economi c 

Activities 

Effects t o Communit y 

People 

Effects t o 

Environmental Issues 

Farming Productio n Farming Productio n Farming Productio n 

Livestock Productio n 

Processing Activitie s 

23. If the  above  effects  risks  happened  what  do  you  thing  can  be  the 

countermeasures? 

Reduce the effects 

Stop the project 

Transfer th e effects to the community people 

Ignore the risk situation 

24. Who  do you think  shall be the beneficiaries of  group projects? 

Group members 

Community people 

Local Government 

Others: Specify:_ _ 





Above Picture Description: 

The Upendo Development Group products showing some of Batik-cloths and other Decorates which displayed in the exhibition competition. 



Above Picture Description 

From left First Lady Hon Mama Mkapa,  Vice  President Hon.  Mohammed A.  Shein,  Former President Hon.  Ali H. Mwinyi, Minister  of  Industries and Trade Hon. 

Dr. Juma Ngasongwa (MP)  and NSSF Director  General  Dr. Ramadhani Dau  congratulate  the  Upendo Development Group Chairperson Mrs.  Lydia Jacob 
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TRAINING DESIGN 

All participants in this training have been designated t o serve in the UDG project s or neighboring groups 

with the following tasks: 

• settin g up and runnin g their micro-enterprises projects; 

• managin g their savings and loan operations; 

• applyin g for loans funded from the project revolving fund; 

• managin g of the project revolving fund. 

The majo r objective o f this training is to equip participants with the tools, knowledge, attitud e an d skills 

required to perform these tasks. Wherea s some basic knowledge coul d be acquired through lectures, th e 

workshop methodology primarily encourages experience sharing . The purpose of this use of methodology 

is no t just fo r knowledge an d skills acquisitio n but to provid e participants th e opportunit y to acquire 

positive attitudes and values which they will need for their work. 

The genera l objective s of the taming  ar e fo r participants t o hav e acquire d the knowledge , skill s and 

attitude on: 

• Th e rol e o f micro-enterpris e developmen t a s a  mean s t o improv e th e 

household's incom e 

• Micro-enterpris e planning and assessment; 

• Micro-enterpris e management; 

• Fun d utilization and managemen t (group and projec t level). 
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The facilitator should briefly explain the consent of each module, the output and the methodology. Sinc e 

this is a  skills training and all participants have a t least some experience i n the project and with micro-

enterprise developmen t ther e wil l b e fe w lecture s an d many opportunitie s fo r experienc e sharin g and 

practicing through exercises and case study analysis. 

Facilitator should distributes workbook and the training course outlines (see cop y attached at appendix) to 

each participant, explaining t o the participants that this contains the exercises and cases as well as the tools 

and forms which will be needed in this workshop. Participants will be guided by the Facilitator in the use of 

this Workbook as the workshop progresses. 

Table 1: Training  Outline 

Introduction 

1.1. How  to use the Manual 

The main body of the Manual is organized into Modules. For each of the 5 modules there are four major 

parts: 

(i) Rationale  and Objectives 

The description of the rationale and objectives of the Module are for the participant to have a clear focus on 

the major objectives of the Module, Lessons and Sections. Thi s will help the participant in preparing for the 

lessons and to put the content in context. 

(ii) Outline  of the Training Sessions 

This consists of the Steps and the major Pointers in facilitating the content of the lessons and sections. 

Reference is made to the Case studies of some fiction groups and Standard Tools to be used in the section. 

(iii) Case  Studies 

The Cases are for participants to practice what they have learned. Note that there are two parts in the Cases 

namely: Discussion questions and suggested answers. 

The tables and diagrams are to b e foun d in the Appendices . Table s are Business Pla n Forms, Group 

Financial Records. During the training the participants should therefore make sure that they have a good 

understanding of these tables and on how to use them. 
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This trainin g has bee n designe d i n suc h a  wa y a s t o hav e fe w lecture s bu t man y opportunitie s fo r 

experience sharing , simulation and other exercises with the use of case studies and other output-oriented 

tasks. The workbook for participants contains all the cases, exercises and tools. Participants learn through 

"doing an d thinking " rather tha n throug h "listenin g an d reading" . Th e Manua l prope r contain s th e 

"answers" and "summaries" as guide for Trainers. It is therefore important that participants are not "spoon-

fed" wit h these "answers " an d "importan t summaries". Th e Manual shoul d therefor e no t b e give n t o 

participants until after completion of the training. 

A Perspectiv e 

CBOs pla y an important role within , the communit y economy throug h the micro-enterprise s member s 

engage in. Once local people realize their own potentials, the y are able to raise their own resources and 

develop th e capacit y t o manag e externa l resource s a s well . Throug h th e Micro-entrepreneuria l skills 

programs local people prove d that they can manage loans from external sources, suc h as those provided 

through the project revolving fund. Members themselves are determined to address common weaknesses 

and constraints of their micro-enterprises. They are able to take risks and adopt innovative approaches in 

problem-solving. In certain instances, afte r two years of membership in development Groups , they were 

able t o buil d up enough business skill s an d confidence t o sourc e thei r capital requirements from local 

banks. 

But often times we hear remarks like "the poor will not be able to repay... they do not know how to manage 

their business.... the y are used to hand outs... etc..." 

Our experience i n this Micro-enterpris e Training Manua l does not validate th e abov e remarks . On the 

contrary we have found that the poor can be accountable and actually repay their debts. The y have good 

instincts about business and are realistic in gauging risks according to their estimate of their own capacity. 

They would rather determine an d decide o n resources the y need rather than outsiders determin e this for 

them. The y have a  sense o f prid e i n being abl e t o achiev e thei r ow n goal s whic h the y themselves 

determine. 

Rural poo r people engag e i n micro-enterprise activitie s whic h star t a s smal l househol d activitie s lik e 

vegetable gardening or raising a small number of small animals like pigs and chickens. Lac k of cash for 

investment an d the need to take care of their household tasks as wel l as the far m are among the major 

limiting factors why they are not able to expand their operation. When credit facilities are made available, 

they generally opt to either expand their existing micro-enterpris e operation or engage in a new are a of 

business. 

Engaging in micro-enterprise is not only improving the people's economic position, but it also provides the 

local people an opportunity to improve their skills in business. "Smal l victories" against their reticence or 

lack of confidence serve as building blocks towards regairring control of their own lives. 
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When individuals realize their own strengths and potentials and when they realize that they need to operate 

as a group to consolidate their resources, the first risk they take is to mobilize their own resources. This risk 

comes in the form of savings mobilization in a disciplined process. A s they lend out to one another what 

they have saved as a group, they are again taking a risk on one another . When group members choose a 

micro-enterprise to engage in, they are deciding to take another risk. These decisions are the next building 

blocks toward regaining control of their own lives. Th e consequences of these decisions are solely theirs 

whether the result is success or failure. The development o f their own policies an d procedures, managing 

themselves as an organization, the operation of their savings and loan fund, the identification of the micro-

enterprise, the planning, the management an d control of their chosen micro-enterprise enhance thei r skills 

as well as their sense of confidence i n themselves. As a consequence, they achieve an increasing level of a 

sense o f contro l ove r thei r ow n lives . I n short , micro-enterpris e developmen t i s Importan t fo r th e 

empowerment process to occur. 

1.3. Micro-Enterpris e Development Manual 

The Manua l o n Micro-enterpris e Developmen t focuse s mor e deepl y o n th e requirement s o f micro -

enterprise development; the use of the revolving fund and the group savings fund. 

Project personnel or community development practitioners in the area need to provide three major types of 

assistance for community development Groups , namely: (a) developmen t o f policies an d procedures for 

savings and loan operations as well as the management o f the group capital fund (sourced from the group 

savings and loan operations an d their loan from the project revolving fund); (b) a t the inception stage in 

assisting individual people in developing a feasible business plan; (c) follow through assistance during the 

micro-enterprise operation. 

No previous education in micro-enterprise economics i s required for participants in the training where this 

Manual will be used. The training methodology use d is highly participative, meaning that few lectures are 

utilized. Rather a problem-solving methodology i s applied using case studies, exercises and group work. 

The Manual has five major content areas. 

The first Module focuses on the role of micro-enterprise development as a means to achieve group goals, 

major among which is to improve members' incom e an d self reliance. Th e following concepts are dealt 

with: the fundamentals o f what a business is and the characteristics of micro-enterprise: the role of micro-

enterprise in the Income generating programs; elements which leads to success or failure of a business: the 

major weaknesses and constraints o f micro-entrepreneurs and finally identification o f the major areas of 

needed project assistance. 

The second Module deals with the required attitude, knowledge end skills for business planning. The tools, 

the basic information required and the financial indicators for preparation and assessment of business plans 



and loan applications are discussed. What trainees would have learned are then applied. Trainees are given 

an opportunity to work with village entrepreneurs to develop an actual Business Plan. 

The third Module deals with the needed attitude, knowledge and skills in performing the Group leadership 

task of providing technical assistance during the operational phase of the micro-enterprise operations. This 

is wha t projec t implementer s cal l th e "follo w thorough " phase . Emphasi s ha s bee n place d o n th e 

preparation and interpretation of business records since we have observed that there is an absence or poor 

quality of business records among micro-entrepreneurs. 

The fourt h Module deals with fund utilization and management bot h at project and group level . The 

relationship between the savings fund and the project revolving fund is addressed; how these funds need to 

be managed and controlled; the preparation and processing of loan applications from the member's groups; 

how to monitor loan utilization; and the establishment an d maintenance o f the required record systems. 

Training design is attached in appendix as table 4.1.1. 
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MODULE 1: 

CONCEPT BUILDING AN D ROLE IDENTIFICATIO N 

INTRODUCTION 

Module 1  addresses important basic concepts about micro-enterprises, micro-enterpris e development, an d 

the place of micro-enterprise development withi n the broader development framewor k of the Community 

based organization (CBO) an d role of leaders in micro-enterprise development . 

OUTPUT OBJECTIVES 

At the end of Module I, participants will be able: 

1. T o understand the role of micro-enterprise development withi n the broader context of the 

objectives of the CBOs and other groups.. 

2. T o identify the characteristics o f micro-enterprises and the types of enterprises. 

3. T o identify the causes of success/failure o f micro-enterprises. 

4. T o identify the common weaknesses and constrains of micro-entrepreneurs. 

5. T o identify the proper roles of their group leaders in micro-enterprise development . 

Lesson 1: Concept  of micro-enterprise 

Introduction 

The CBO' s project s ai m at improving the statu s of members throug h income generatin g activitie s an d 

social development activities . Incom e generating activities therefore are not an end in itself, but a means to 

achieve the overall goal of improved status of group members. This implies that the project supports those 

income generatin g activitie s whic h contribut e mos t t o improvin g members ' status , namel y micro -

enterprises. 

For participants to be able to involve in group programs a clear understanding is needed of what a micro-

enterprise is, and what the role of micro-enterprise development i s in the context of the CBO projects. 

Output Objectives 

At the end of the topic, participants will be able to: 

1. Define what a business is and distinguish the different types of business; 
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2. Analyze the characteristics of a micro-enterprise; 

3. Analyze the importance of micro-enterprise development in achieving the broader development 

goal of improving the status of group members'. 

Training Materials Required 

Handouts, 

Flip Charts and 

Marker pens. 

Section 1: Defining business 

Discussion Questions 

1. "Wha t is a business?" 

2. "Wha t is it that makes each of these a business?". 

Discussion Summary 

• A  business is "any venture which involves production of goods and/or services to obtain profit". 

• Th e four types of business in rural areas are: 

o Production : producing goods for selling, e.g. Fruits growing, sheep raising 

o Processing/manufacturing : converting raw materials into finished product, e.g. processing 

cassava into flower 

o Trading : buying and selling of the same product(s), e.g. grocery shop, market stall 

o Services : Main line of business is providing a service e.g. barber shop, transportation. 

Section 2: Defining micro-enterprise 

Discussion Questions: 

What are the characteristics of a micro-enterprise? 

Characteristics of a micro-enterprise include: 

a. small level of capitalization; 

b. initiated and managed by a household or few individuals; 
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c. self employment (owner is manager and worker); 

. simple technology and equipment; 

e. utilization of local resources/raw materials; 

f. transactions are often informal (no written agreement, based on personal contacts); and 

g. ease of entry. 

Discussion Summary 

• Althoug h capital requirements of a micro-enterprise may be low, to the poor it is high. 

Therefore, the risk of undertaking micro-enterprise is not low. For the poor it is very hard 

to recover from failure of the micro-enterprise. 

• Th e main differences betwee n micro-enterprises and other enterprises (such as township 

enterprises) are: 

- level of capitalization 

- number of people involved 

- ownership: for micro-enterprises the owner is likewise the 

Manager and worker 

Lesson 2: The role of micro-enterprise development in the CBO project 

Discussion Questions: 

2. 

1. "What is the goal of the local group's programs?" 

What are the root causes of group members' low income? 

3. 'How does engaging in micro-enterprise by group members contribute to improving their 

income? Which root causes for low incomes are addressed and how?" 

3. Why formin g group s a s a  sel f -relianc e strateg y ar e importan t fo r the member' s 

entrepreneurs? 
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Discussion Summary 

The titl e o f the projec t would be "improvin g the Socio-economi c incom e o f group's member s through 

Income generating and Social Development Activities". This implies that members' engagement in income 

generating activities i s not the final goal of the project, but a means to achieve the broader project goal of 

improving the income of members. 

Major characteristics o f a micro-enterprise are that it is self-initiate d an d self-managed. B y encouraging 

local people to engage in micro-enterprise, we encourage initiative, risk taking, making their own decisions 

and earn their own income. Becaus e al l these undertakings are done through their own initiatives, local 

people hav e a  more direc t opportunit y to experienc e mor e independen t thinking ; they gai n more sel f 

confidence and self reliance. They are able to participate in socio-economic activitie s in their communities. 

Limited technical , literac y and business skills ar e other major reasons fo r low incom e o f local people. 

Micro-enterprises undertaking requires relatively simple technology an d management. Whe n they engage 

in micro-enterprise local people can gradually improve their skills. 

Except for technical skills and earning their own income, local people are not provided the opportunity to 

exercise initiatives and are not generally personally accountable for the over-all success of the business. As 

a consequence, the y are not able to experience the personal changes which have been enumerated above. 

Lack of funds is an obstacle fo r developing micro-enterprises. As a group, people can mobilize resources 

through savings fro m which members can borrow for micro-enterprise development. Projec t loans to the 

group augment their own funds. 

Group members can study together and share experiences, e.g . o n technical and financial matters, market 

information, etc. Through these group activities member's skills improve faster and to a higher extent. 

As a  group , micro-entrepreneur s ca n b e mor e organize d an d ca n us e grou p strengt h i n addressin g 

constraints. Fo r example, th e grou p can arrange training, can buy inputs o r run facilities together , ca n 

negotiate with buyers, mobilize support from group leaders, etc. 

Lesson 1.3: Causes of success or failure of a micro-enterprise 

Introduction 

In general, the poor cannot take unnecessary risks. Their resources and condition are such that they do not 

have enough to be able to incur losses. If their venture fails, they lose more than their material resources. It 

erodes their self-confidence. Furthermore , the poor have some kind of distrust of external assistance. When 

they fail in projects with external assistance, this could reinforce their lack of confidence in external agents. 
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The field worker therefore has a great obligation that sufficient safeguard s are provided so that success and 

not failure results in women's micro-enterprise undertaking. 

This lesson gives the participants an opportunity to examine the factors contributing to success or failure of 

a micro-enterprise. 

Output Objectives 

At the end of the topic, participants will be able to: 

1. Understand the stages in micro-enterprise development 

2. Analyz e case studies of typical micro-enterprises an d identify th e critica l aspects of micro-

enterprises 

3. Distinguish external and internal factors affecting the success of a business 

Training Materials Required 

Handouts, 

Flip Charts and 

Marker pens. 

Section 1.3.1: Business cycle and aspects 

a. Internal factor s ar e thos e tha t ar e withi n the contro l o f th e entrepreneur . Thes e includ e th e 

knowledge, skills , attitud e an d resources o f th e entrepreneur . I f th e factor s contribut e t o th e 

success of the project they are called "strengths" or positive internal factors. When internal factors 

are an obstacle to success, they are called "weaknesses" or negative internal factors. 

b. External factors are those that are outside the control of the entrepreneur. These include the market 

situation, economic situation of the community, the weather, etc . Externa l factors that contribute 

to the success of the project are called "opportunities" or positive externa l factors. When external 

factors may become obstacles to the success of the project they are called "constraints". 
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Lesson 1.4. Role Identification in micro-enterprise development 

Introduction 

The CBO's Project seeks to assist members' micro-entrepreneurs to overcome their weaknesses and reduce 

the constraints of their micro-enterprises. Group leaders, Project staff as well as group members need to be 

clear about the type of assistance they need to provide. 

This lesso n wil l focu s o n the mos t common problems micro-entrepreneur s encounte r an d the required 

project assistance to help them overcome their problems. 

Output Objectives 

At the end of the topic, participants will be able to: 

a. Identif y the most common areas of weakness and constraints encountered by micro-entrepreneurs; 

b. Identif y th e majo r area s an d type s o f assistanc e projec t staf f need s t o provid e t o micro -

entrepreneurs. 

Training Materials Required 

Handouts, 

Flip Charts and 

Marker pens. 

Section 1.4.1. Common weaknesses and constraints of microentrepreneurs 

Common Weaknesses and Constraints of Micro-Entrepreneurs 

Most common constraints and weaknesses of micro-entrepreneurs, refer to attached Table 1.1 . 

Type of Project Assistance for Micro-Entrepreneurs 

Stage of Busines s Type of Assistance from Project Leaders 

Planning Stage • assis t i n marke t investigatio n an d provide marke t informatio n to 

micro-entrepreneurs 

linkage with relevant institutes to provide technical skills training 

training and assistance in business planning for any aspect of the 
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enterprise (production, marketing, financial, management) 

• encourag e savings mobilization and provide project loans 

Implementation •  lin k to market to provide timely market information 

Stage 

• lin k with relevant bureaus to provide regular technical assistance 

• training , monitoring and assistance in: 

- record keeping 

- areas in which the entrepreneur is weak, which can be in any aspect 

of the enterprise (production, marketing, financial, management) 
- savings mobilization 

• continuou s assessment of entrepreneur's needs and provision of 

• appropriat e training/technical assistance 

Shengena's tea processing project 

Mrs. Shengen a i s on e o f th e activ e member s o f th e women' s group i n the Lushot o village , a  farming 

community with rolling terrains located some 30 km from the Lushoto Township. Like other households in 

the village, her husband is engaged the farming and wood gathering. She's 33 years old and takes care of 

the household work and their three children. 

Since she joined the group and she has been thinking how to help her husband generate additional income 

for the family. At first, upon discussion with other women members, she thought of a small scale furniture 

workshop. But the capitalization required was Tshs. 150,000 and she could not afford such capital. 

She finally decided on a tea processing project . The raw materials (tea leaves) are readily available in the 

village since most farmers, including her husband, grow tea in the village. Moreover , she learned from the 

peddlers wh o ofte n visi t thei r villag e lookin g fo r tea leaves , tha t processing te a woul d ear n her goo d 

income. She learned from them that if she sells at Lushoto Cooperative Union, she can make a gross profit 

of TShs. 50 per Kg and or even higher at Tshs 100 if she sells in one of Tea Processing factories situate d at 

Chang'ombe Industrial Area in Dar es Salaam . Also, she has a  younger sister who used to work in a tea 

processing factory and she was confident she could learn the techniques required in such activity. 

Encouraged by the potential of the project she obtained a loan from the women's group. In addition, she had 

some savings of her own and she was able to start the project in March 2005. 
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In spring the tea crops produce the best quality leaves. Mrs. Shengena decided to process tea only during 

this season. Fo r the whole season she was able to sell 56 Kgs. In selling at Lushoto cooperative union she 

later learne d that ther e ar e differen t price s dependin g o n th e qualit y o f drie d tea . Nevertheles s afte r 

investigating which among the three buying stations in Dar es Salaam offered the best price, she settled into 

one station. 

She however incurred losses when she tried to sell in Lushoto. About 20 Kgs was not paid for at all. 

She personally took care of the project. Her husband and children assisted her in some of the activities of 

the project like gathering of wood for the stove and stirring the leaves on the pan. They could process 5 Kgs 

of wet leaves per day. She had minimal expenses for the project. She bought about 50% of the wet tea 

requirements from the village. The rest of the wet tea leaves, she obtained from their own harvest. She also 

had sufficient woo d oil which was already good for the whole season She did not buy the needed pans as 

she had already two before the project and these were enough for the quantify she has been processing. 

She was not able to keep records of the financial transactions but she is confident she was able to earn from 

her business. Although the income of the project is mixed with their other household income, she was sure 

that the whole net profit was used to invest in another project, a chair manufacturing project. At the same 

time, she i s planning to expand her tea processing project for the whole thre e seasons that is including 

during summer and autumn. She also plans to hire workers so that she can process more. 

Tasks for Participants 

1. Analyz e the internal and external factors that affect this Mrs. Shengena micro-enterprise, using the 

common strengths and weaknesses of micro enterprise format table 1.1 attached. 

2. I s this a good project for Mrs. Shengena to become more self-reliant? If so, why, how? 

Suggested Answers 

Mrs. Shengena tea Processing Factors Affecting the Success or Failure of Business 

Task l 

Internal Factors External Factors 

Business 

Stage 
Strengths Weaknesses Opportunites Constraints 

A. Plannin g 

Stage 
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Production • Ra w material s 

grown by family 

• N o skills , bu t siste r ca n 

assist 

• Villagers grow tea 

• Sister has skills in 

tea processing 

Marketing • N o concret e marke t inf o 

(relied on informants info) 

Tea factory in town 

• No anticipatio n of quality 

requirements 

Financial • Own savings • Loa n from  women' s 

group capital available 

Organization •Husband 

supportive 

B. Implementation 

Production • Raw materials availability 

• Skills learned easily 

Marketing • Lack negotiating skills • Only 1 good market outlet 

Financial • No records 

• Mixed accounts 

• Can not determine 

real net income 

Organization • Supportive family 

Task 2 

Undertaking of this micro-enterprise strengthens Mrs. Shengena's sel f reliance, because: 

• sh e learns technical skills as well as business skill, eg. negotiating, decision-making, risk 

taking 

• sh e has acquired the support of her family members 

• sh e raises capital by herself and increased her own income 

• sh e plans and manages the enterprise herself 

• other s will respect her for her achievements (brea k through in traditional thinking) 
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Masaki grocery shop 

Masaki is a fanning village with 102 households (940 population) of Kisarawe township . Since the village 

is quite far from the township proper, people used to buy their groceries in the township operated grocery 

shop in the village. The shop however was not very well run as the operator was ill for some time. 

Realizing this situation, Mr. Massawe thought of operating his grocery shop right in the village. His house 

is located in the center of village; hence i t is very convenient for most villagers to come to his store. He 

constructed a small shed to convert part of his house into the grocery shop. 

He obtained a loan for the shop from the Akiba Commercial Bank. This amount plus his own savings (total 

TShs. 1,000,000 ) enabled him to refurbis h the she d an d to bu y in wholesale grocer y items fro m the 

township. 

Seventy percent of his groceries are food products, like canned goods, soft drinks and beer while 30% are 

basic necessity items such as soap. He goes to the township about 5 to 6 times a month to buy his groceries. 

Besides transportation he has to pay a tax regularly. 

About fifty percent of the villagers buy from his shop on credit which they pay within 10 to 30 days. The 

rest buys on cash. He reported gross sale s of TShs. 1,500,00 0 /month and gross margi n of 20% on his 

groceries. 

So far his business i s doing well. Fast selling items are usually the consumable items like beer, soft drinks 

and cigarettes. Sinc e he is also busy with other work, he let his child look after the store. Likewise, he has 

not enoug h tim e t o regularl y record his financia l transactions . H e accept s tha t sometime s the famil y 

consumes some of the grocery items of the shop and these are not recorded. 

Group Discussion 

1. Analyz e the internal and external factors that affect Masak i grocery shop micro-enterpris e using 

the below Table 1 forma t 

Factors affecting the success or failure of business 

Internal Factors External Factors 

Stage in Business Cycle Positive Negative Positive Negative 

Strength Weakness Opportunity Constraint 

Planning 
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Production 

Marketing 

Financial 

Organization 

Implementation 

Production 

Marketing 

Financial 

Organization 

2. I s this a good project for Mr. Massawe to become more self-reliant? If so, why, how? 

Suggested Answers 

Task l 

Masaki Grocery Shop Factors Affecting the Success or Failure of Business 

Internal Factors External Factors 

Business Stage Strengths Weaknesses Opportunities Constraints 

A. Plannin g 

Stage 

Production 

Marketing • house at center of 

village 

• township grocery no good 

(clients not satisfied) 

• far from source of 

goods 

• knows goods that 

sell well 

Financial • own savings • loan from women's group 

capital available 

• knows margin 

decision 

Organization • supportive 
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husband 

• time available 

B. 

Implementation 

Strengths Weaknesses Opportunitities 

Production 

Marketing • correct commodities 

inventory 

• no inventory record 

(consumption mixed 

• wholesale purchase 

possible 

Financial • no records 

• income not clear 

Organization • child available as 

keeper 

• time availability of husband 

and wife 

Task 2 

Mr. Massawe has shown that he has the principle of self-reliance i n that he has identified the opportunity 

for a  successfu l enterprise , ha s raise d th e capital , prepare d well befor e startin g an d makes a  profit. 

However, since h e does not manage an d oversee (no financia l records, mixed accounts) hi s business, h e 

does not fully develop his talent to grow into a skillful and successful entrepreneur. 

- 1 2 -



MODULE 2 

MICRO-ENTERPRISE PLANNIN G AND ASSESSMEN T 

Introduction 

Module 2  addresse s th e firs t initia l stag e o f micro-enterpris e development . Thi s modul e focuse s o n 

preparation o f goo d busines s plan s an d assessment/evaluation o f micro-enterpris e project s withi n th e 

context of both business viability as well as the project spirit of self-reliance. 

Output Objectives 

At the end of module 2, participants will be able to: 

1. Apply , analyz e an d explai n th e basi c financia l indicator s i n business plannin g fo r micro-

enterprises. 

2. Prepare and assess business plans together with the micro-entrepreneur. 

3. Advis e group micro-entrepreneurs i n preparation and assessment of business plans an d loan 

applications. 

4. Advise the project Governing Body regarding approval of applications for project loans. 

Topic 1: Financial indicators 

Background and Rationale 

The goa l o f the entrepreneu r in starting a business is to make a profit. Before startin g the business, the 

entrepreneur needs to be convinced that his/her goal is achievable. He/she needs to know what the risks are' 

and he/she needs to know whether he/she can finance and manage the business. In order to assess whether 

the entrepreneu r can achieve his/he r goal, i t is necessary to have a  thorough understanding of the basic 

financial indicators. 

Through reviewing a  case, participants wil l acquire the knowledge , skill s an d attitude i n applying and 

analyzing the basic financial indicators. 

Output Objectives 

At the end of the topic, participants will be able to: 

1. Analyze and explain the basic financial indicators in assessment of a business plan 
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2. Know and analyze the major risk factors of a business. 

3. Review loan applications. 

Materials 

Handouts, 

Flip Charts and 

Marker pens. 

Section 1: Introduction to business planning 

2.1.1 Introduction 

In Module 1 w e have identified the causes of success or failure of micro-enterprises as well as the common 

weaknesses an d constraint s o f micro-entrepreneurs . Th e conclusio n wa s tha t a t th e earl y stage s o f 

participation in the group, the entrepreneurs need the assistance in both the planning and implementation 

stage of the enterprise. In this module we will focus on the planning stage. 

2.1.2. Business  Planning Definition 

Planning is  thinking through,  and then working out  in detail, what you intend  to do in a future period of 

time and how you expect to get there. 

There is a  big comparison between the business planning and planning a trip, someone may ask himself 

where he wants to go, then how he will get there. Then he plans in detail how much money he needs, what 

he wants to do and who he wishes to take on his journey, etc. It is not until he is quite sure that he can get 

where he wants to go that he start to buy tickets and pack his suitcase. In business planning it is the same. 

You first plan what kind of business you want, then you plan in detail how you can realize it and how you 

will operate it. It is only until you are quite sure that you can be successful d o you start to borrow money or 

buy goods. 

In module 1 we have defined business as "any venture which involves production of goods and/or services 

to obtain profit. Ou r goal or where we want to go is to make a profit or income. In planning the business 

we must estimate as accurately as possible ho w we will run the business, wha t we need to buy, what we 

need to do, etc. and finally we have to decide whether we are satisfied with the expected result in terms of 

profit/income. 

In this topi c w e wil l stud y a  case i n order to becom e familia r with th e basi c financia l indicator s in 

assessment of the viabilit y of a  micro-enterprise an d loan applications. W e will also analyze th e risks 

involved in starting an enterprise. 
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Section 2. Net cash income 

Description: 

Before starting a business the group entrepreneur will be concerned whether he/she can make profit or not. 

To determine this, he must know the income, sales and costs involved. 

Also th e firs t thin g the entrepreneur wil l thin k of is the required capital to be abl e t o star t the first 

production cycle. This includes: 

a) Capita l for acquisition of fixed assets, such as land, buildings, facilities, equipment, etc. 

b) Workin g capital 

The production costs are the costs incurred each time the output volume is produced. These are variable 

costs a s these cost s chang e wit h the outpu t volum e produced . Fixed asset s ar e not bought fo r each 

production cycle; therefore the costs of fixed assets are not included in production costs. 

Discussion Summary 

Production costs include all costs that have to be made each time the estimated output volume is produced. 

These costs can be categorized as follows: 

Materials: these are the costs we have to make to purchase the materials that are consumed in producing 

the estimated output volume, e.g. raw materials , chemicals, fertilizer , seeds, feed stuff, etc . The costs of 

durable materials, such as buildings, tools, equipment are not included here. 

Paid labor: this is the costs of hiring external labor force or for paying family members to do certain tasks. 

Unpaid labor costs are not included. Usually micro-entrepreneurs do not pay salaries to themselves an d 

therefore no costs are included here. 

Cost of use o f facilities: these are the costs like rent or fees paid to use land or facilities lik e drying 

facilities, storage, etc. This includes also any other costs directly related to the use of facilities/ equipment, 

such as energy, water, maintenance, etc. 

Thus; 

• The  Total Income is gross sales plus other income. 

• Gross  Profit is  total Income minus Production Costs. 

• Gross  Profit determines  whether production costs  can be recovered from the total income 

that the business generates.: 
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• Net  Cash  Income is Gross  Profit  minus  other Expenses, Expenses incurre d in selling, 

delivery or general administration. Examples of other expenses are transportation, cost of 

sacks for grain delivery, tax etc. 

• Net  Cash Income is what remains from the income after deducting all costs and expenses 

of the enterprise. This is what the entrepreneur will be concerned about since it will show 

him/her whether he has cash left for the next production cycle. If he has no other source 

of financing (ed. he cannot avail of succeeding loan or he has no additional savings), the 

net cash income becomes his source of working capital for the next cycle. 

Net cash income Components: 

Total Income [Sale s + Other Income] 

Less: 

Production Costs [Material s +Labor + Use of facilities] 

= Gros s Profit 

Less: 

Other Expenses [Transportation + Administration + Tax + Other costs of selling and delivery] 

= Ne t Cash Income 

Group Discussion 

Assessing the viability of Ms. Amina's starch processing enterprise 

Ms. Amin a wants to start her own micro-enterprise. She thinks about processing potatoes into starch. In 

September she wants to buy an electric grinder at TShs. 600,000; three basins at TShs. 5,000 each; and 

three sieves at TShs. 3,000 each. In October she plans to buy 500 Kgs of potatoes at Tshs. 400 per Kg. 

After processing she will sell the starch within the same month. In November and December she plans to 

do the same. 

Since she only needs the grinder for one week a month, she agreed to rent her grinder to her neighbour, 

who will pay Tshs. 5,000 rent at the end of each month. 

Ms. Amina fixed assets can be used for 10 years, except for the sieves, they need to be replaced every 3 

years. 
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Ms. Amin a has only Tshs. 350,000 in savings of her own, and needs to borrow Tshs. 800,000 from the 

Pride Tanzania, a credit NGO workin g in the area, t o be able to realize her plan. She will borrow in 1 

September and plans to repay the full amount on January 1. The duration of the loan is then 4 months. The 

Pride Tanzania charges 2 % interest per month. 

To improve the quality of the starch 1 Ms. Amina will use a chemical. To process the 500 Kgs. of potatoes 

0. 5 Kg of the chemical will be enough, but this chemical is only sold by the Kg, at Tshs. 30,000/Kg., so she 

has to buy 1 K g in September. 

Ms. Amina thinks she can produce a total of 150 Kgs. of starch out of 500 Kgs..of potatoes. She will sell 

this to the local vermicelli factory. The factory's price depends on the quality. Ms. Amina thinks she can 

sell 8 0 Kgs. of the highest qualit y a t a price o f Tshs. 3,000/Kg ; 4 0 Kgs. of medium quality a t Tshs. 

2,000/jKg and 30 Kgs. of low quality which sells at Tshs. 1,000 /Kg.. Each time she sells, a total of Tshs. 

80,000 of other expenses, such as for transportation are made. 

Ms. Amin a invited you to come and review he r preliminary business plan with her. She wants to know 

whether this is a good business and wants your advice on how to proceed. 

Task 1: Net  Cash Income 

1. Comput e the Net Cash Income for Ms. Amina's enterprise. 

2. Lis t questions you have regarding: 

a) verification of the above data 

b) additional information you need to compute and assess more accurately 

Suggested Answers: Total Income 

Sales Per Cycle Tshs. September - December Tshs. 

high quality starch: 

80 Kgs. x TShs 3,000/Kg. 240,000 720,000 

medium quality starch: 

40 Kgs x Tshs. 2,000/Kg. 80,000 240,000 

low quality starch: 

30 Kgs. x Tshs. 1,000/K g 30,000 90,000 

Sub Total 350,000 1,050,000 

Rent from neighbour 50,000 150,000 

Total Income 400,000 1, 200 ,000 
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Production Costs 

Production Costs (recurring costs for each production cycle): 

Per Cycle September - December 

500 Kgs potatoes x Tshs. 400/Kg 200,000 600,000 

0.5 Kg Chemical x Tshs. 30,000/Kg 15,000 45,000 

Total Production Costs 215,000 645,000 

Examples of Questions 

• Th e grinder uses electricity, what are the estimated costs? 

• Th e processing requires water, what are the estimated costs? 

• Til l she have to pay any labor costs? 

Discussion Summary 

Production costs include all costs that have to be made each time the estimated output volume is produced. 

These costs can be categorized as follows: 

• Materials : thes e are the costs we have to make to purchase the materials that are consumed to 

produce the estimate d amoun t of product, e.g . ra w materials, chemicals , fertilizer , seeds, fee d 

stuff, etc . Investments in- durable materials, such as buildings, tools, equipment are not included 

here. In the next activity we will see how to treat the costs of this kind of materials. 

• Pai d labor: this i s the costs of hiring external labor force or for paying family members to do 

certain tasks. Unpaid labor costs are not included. Usually micro-entrepreneurs do not pay salaries 

to themselves and therefore no such costs are included here. 

• Cos t of use of facilities: these are the costs like rent or fees paid to use land or facilities like drying 

facilities, storage , etc . I t also includes any other costs directly related to the use o f facilities or 

equipment, production, such as energy, water, regular maintenance of equipment, etc. 

• Not e tha t althoug h Ms. Amina ha s t o bu y 1  Kg. of chemical , w e onl y coun t hal f a  Kg. as 

production costs. This is because production costs are the costs that have to be made each time the 

planned volume is produced, which is the cost of half a Kg. 

• Productio n Costs includ e al l costs that have t o be mad e eac h time th e outpu t volume o f the 

enterprise is produced, such as for materials that are consumed, cost of the use of facilities and the 

costs of hired labor. Acquisition costs of fixed assets are not included. 

• Othe r expenses are those incurred in selling, delivery and general administration. 



• Positiv e Gros s Profit means th e entrepreneu r can recover al l production costs from the total 

income of the enterprise. A negative (dross Profit would either mean: 

a) Inefficien t production 

b) Th e price of the product is low 

c) Th e price of inputs is high 

• Positiv e Net Cash Income means that the entrepreneur has recovered all the production costs and 

other expenses from her total income from the enterprise. It also means that she has reserve funds 

either for payment of loans and interest or for use as working capital for the next cycle. Note that 

this is under the assumption that the sales in the computation are the cash sales only. Sales on 

credit are not included. If sales on credit were included , we would have to deduct the sales on 

credit from the Net Cash Income for the above statement to be true. 

Section 3: Ne t profit 

In th e previou s sectio n w e onl y considere d th e cost s an d expenses tha t ar e directl y relate d t o th e 

production. There are however other costs involved in a business: the costs of fixed assets and interest on 

loans. Thes e cost s shoul d als o b e generate d b y th e business . Net  Profit  is  Net  Cash  Income  minus 

Depreciation minus  Interest on loans. 

Depreciation is the amount of money the enterprise should generate to be able to replace the fixed assets on 

time. Fo r example, Ms. Amina's grinder which she bought at 600,000 will have to be replaced after 10 

years. So , eac h yea r from Ms. Amina's Net Cas h Incom e w e nee d t o deduc t 60,00 0 (Tshs . 600,000 

investment/ 1 0 years) for depreciation of the grinder. If her business cannot generate enough to buy a new 

one, she cannot continue her enterprise. 

Discussion Questions 

1. What is your conclusion on the profitability of Ms. Amina's enterprise? 

2. What can the entrepreneur do with the profit? 

3. What will happen to an enterprise if the Net Profit is negative? 

2.3.1. Ne t Profit 

Net Profit is Net Cash Income minus Depreciation minus Interest. (Table 2.1 attached to appendix page) 
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Discussion Summary 

Depreciation: 

Depreciation is the minimum amount of money that the enterprise should generate to be able to replace the 

fixed assets in time. If the enterprise can not generate this amount, the net profit is negative. I t means that in 

the lon g ter m the business can not continue , unles s money from other source s i s adde d to it . Suc h a 

business of course can not be considered viable. 

The ne t profi t reflect s th e entrepreneur' s retur n on her labor, management an d capital investments . A 

negative or zero net profit means that the entrepreneur does not get any return on her labor, management 

and capital investments. 

The entrepreneur can utilize profits in several ways: 

- investment in expansion or improvement of her enterprise 

- investment in new enterprises 

- savings (ea. for child education, future investments, ol d age security) 

- consumption 

For the lon g run reinvestment i s th e best way fo r utilizing profits, sinc e i t leads to furthe r increase i n 

income i n the future . On the shor t term utilization of profits fo r consumption may be equally important 

however, ea . to improve nutrition or health care, to be able to pay the schoo l tuition , etc.Utilization for 

luxury goods of course should be discouraged. 

Ms. Amina' s net profi t can be considere d good. Th e net return on the tota l invested capita l (1,150,000 

TShs.) is 57 % per year (note: this is under the assumption that she produces all year round). This means 

that in just two years, she can already generate the required capital investment without the need to borrow. 

The net return on her own capital (350,000 Tshs.) is very high. At 186 % net return a year it means she is 

able to almost double her original capital in one year. 

Section 4 Ris k analysis 

Discussion: 

We realized that many factors have to be taken into consideration and that there are external factors, such 

as the weathe r o r market prices that can affect th e profitability of the business . Sinc e w e ca n never be 
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completely certai n about our projections, i t is important that the entrepreneur knows wha t the major risk 

factors and their implications are. 

Group Discussion Questions 

Compute Gross Profit and Net Profit for each of the following situations : 

a) Sale s price for each quality of starch is 300 Tshs. /Kg lower 

b) Pric e for 1 Kg . potatoes is 100 Tshs./Kg. higher 

c) Th e amount o f starch per quality categor y i s different : 6 0 Kgs. of high, 5 0 Kgs. o f 

medium and 40 Kgs. of low quality is produced (on average a lower quality). 

d) 50 0 Kgs. of potatoes produces not 150 Kgs. of starch, but only 12 0 Kgs., of which 64 

Kgs. high quality, 32 Kgs. medium quality, 24 Kgs. low quality (total amount lower than 

in original plan, but proportion per quality category the same). 

e) Th e price for the grinder is not Tshs. 600,000 bu t Tshs. 1,000,000. 

Suggested Answers : Risk Analysis 

PLAN A B C D E 

Total Income 400,000 355,000 400,000 370,000 330,000 400,000 

Production Costs 215,000 215,000 265,000 215,000 215,000 215,000 

Gross Income 185,000 140,000 135,000 155,000 115,000 185,000 

Net Profit 80,500 35,500 30,500 50,500 10,500 77,200 

Discussion Summary 

The outcome show s that we have to be very careful in our computations. Wha t looks as though there is 

little deviation from our estimates can mean the difference between profit and loss? 

The entrepreneur should be aware of which factors are most critical before starting the business, so that she 

is clear about the risks are and for which factors she needs to pay more attention to. 

The following basic factors that we reviewed in this Case are most critical for all enterprises: 

- sales price of products: market fluctuations of 10 % are not unusual (a) 
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- price of raw materials: market fluctuations of 10-20 % are not unusual 

- quality of product: inexperience in the type of production and/or factors such as the weather or 

the quality of the raw materials easily can change the average quality of the products by 10 % (c) 

- productio n efficiency (rati o betwee n outpu t volum e t o input) : inexperienc e i n th e typ e o f 

production and/or factors such as the weather or the quality of the raw materials easily can affect 

the output volume by 20% (d) 

When inquirin g abou t th e pric e o f equipment , usuall y onl y th e pric e o f th e machin e i s mentioned . 

Additional costs , suc h a s installatio n costs , adjustment s neede d i n buildings, etc . ofte n ar e forgotten . 

Especially i n processing/manufacturing enterprises thes e costs can be substantia l an d hence affec t th e 

income from the business.(e) 

Small deviations i n the estimated volume s an d prices in the business plan can have a  big effect o n the 

profitability of the business. I t is therefore important that we try to estimate as accurately as possible. But 

even if we do so, we can never be completely certain about what happens in the future. There will always 

be a  certain risk. Th e entrepreneur needs to b e awar e o f th e majo r risk factor s an d amount o f their 

implication. This will help her to pay attention to those factors which are under her control and when the 

results are lower than her projection due to external factors, it will not undermine her self-confidence. 

• Th e following basic factors are most critical for micro-enterprises: 

- sales price of products 

- price of raw materials 

- quality of products 

- efficiency of production (ratio between output and input volume) 

- costs of fixed assets 

Section 5: Cas h flow 

When profitability and income ar e considered high enough, w e ca n start planning the financin g of the 

investment in detail. The Cash Flow of the enterprise is one of the factors that needs to be considered. 



2.5.1 Cas h Flow : 

Discussion Questions 

1. Fil l i n the attache d Cash Record to project the cash situation of the business between 

September and January. 

2. Ca n Ms. Amina repay her loan with interest in January, as she has planned? 

3. Wha t decision should Ms. Amina and the Pride Tanzania make about her application? 

Discussion Summary 

Refers to (Table 2.1.1, Table 2.1.2 an d Table 2.1.3), the Cash Flow Projection will determine whether the 

entrepreneur will be able to pay the loan or not at the time the loan matures. In this case Ms. Amina by the 

end of December only has 610,000 cash balance. Thi s means sh e wil l no t be able to pay the loa n and 

interest (total Tshs. 864,000) in full. Sh e is short of Tshs. 254,000. It also means that she cannot continue 

the business as she has nothing left for the next production cycle. 

For the business to continue, the ending cash balance should be sufficient to cover the production costs and 

other expenses for the next production cycle. 

We learn from this case that although a business ca n generate a  positive net profit this is not a guarantee 

that a loan can be repaid. It is necessary to make a cash flow projection to check this. 

Rural household s ofte n hav e differen t source s o f cas h income . Perhap s Ms . Amina's household ha s 

received a large amount of cash after harvest, most of which is not needed until spring. In that case Ms. 

Amina could "borrow" from the household to repay the loan in January, since by March she wil l have 

enough cas h fro m he r starc h processing enterprise . Anothe r possibility woul d be t o pa y th e loa n in 

installments during a longer period of time. It is up to Ms. Amina and the Pride Tanzania to decide whether 

it is acceptable that the benefits o f her business will not show in cash until after half a year of production. 

In assessment of the viabilit y of a n enterprise Gros s Profit, Ne t Cas h Incom e an d Net Profi t are key 

elements. 

Accuracy i n the computatio n of Gros s Profit is crucia l i n business planning , since i t affect s al l other 

computations an d indicators. Entrepreneurs can not b e expecte d t o b e knowledgeabl e o n al l types of 

enterprises, and may need to call on experts to ensure complete and reliable data for estimating cost and 

income factors, such as input and output volumes, quality, prices, etc. 
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Risk Analysis is an integral part of business planning. The entrepreneur needs to know what the major risk 

factors are, how big the risks are, so that he/she can decide whether the risk is acceptable to him/her. It will 

also help him/her not to get discouraged when the results are lower than projected in the business plan. 

Enterprises with a negative or low profitability are not sustainable. Project coordinators always be advised 

against such enterprises. 

The Cash Flow Projection is important to determine whether the entrepreneur has sufficient working capital 

for the production costs and other expenses for the next production cycle and whether he/she will be able to 

pay his/her loan and interest at a given date. 

Lesson 2: Business plan preparation and assessment 

Background and Rationale 

Project coordinators and group leaders nee d the skills to prepare and assess business plans fo r micro -

enterprises to be able to: 

(a) assis t the group members entrepreneurs in planning for their micro-enterprises; 

(b) assis t local groups in credit management an d in preparation of application for a project 

loan; 

(c) pre-asses s loan applications before final approval by the Governing Body. 

In this lesson, participant s will work together with group entrepreneurs in preparation and assessment of 

business plans. 

Output Objectives 

At the end of the topic, participants will be able to: 

1. Use the tools for business planning for each type of business. 

2. Prepare a business plan together with the micro-entrepreneur. 

3. Explain and assess business plans for each type of business. 
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Section 1. Ke y elements of a business plan 

Introduction 

From the previous topic we have learned to assess business plans based on financial indicators. However, 

we have seen that there are actually four business aspects which affect the success or failure of a business. 

These include: 

• Productio n Aspects 

• Marketin g Aspects 

• Managemen t (organization) Aspects 

• Financia l Aspects 

Proper planning o f th e firs t thre e aspect s i s ver y important , because thi s wil l determin e th e financia l 

outcome of the business. 

Production type of enterprise 

Among th e fou r aspects , th e productio n typ e o f projec t shoul d b e planne d first . Th e mos t critical 

information needed for the production aspect is as illustrated in table 2.2.1. and table 2.2.2. Attached: 

On the financial aspect, the inclusion clarifications of the following in the projection are required: 

• Net Cash Income, Net Profit (Income Statement) 

• Risk Analysis on price and volume changes 

• Investment Plan 

Processing type of micro-enterprise 

Refering t o th e productio n aspects, ther e ar e difference s betwee n Production and processing type s o f 

business are: 

(i) Lan d is usually not critical in processing projects 

(ii) Informatio n on the production process is critical. This involve the steps required in processing the 

product. 

(iii) A n addition to thi s ar e th e ra w materials , labo r requirements, etc . th e entrepreneu r ca n start 

computing the production costs per unit. The unit production costs are the total production costs divided by 

the production volume. Mainly the unit production cost is needed for the next aspect: marketing. 
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In these two type s of micro-enterprise , i f there ar e definite buyers , th e critica l elements are the same. 

However, i n case there are no definite buyers , eg a  bakery enterprise whic h has the village a s it s targe t 

market, the marketing aspect will include the following: 

a) First, determine the demand 

What i s th e estimate d numbe r of people wh o ma y buy your product? What quantity? 

What frequency ? Ar e ther e existin g competitor s sellin g th e sam e product ? Ar e the 

estimates reasonable? 

b) Second, determine the price 

First chec k th e uni t production cost. Th e selling pric e shoul d be highe r than the unit 

production cost. Second, in setting the price consider the existing competitors and how to 

attract more buyers. 

c) Third, determine the strategy to attract buyers 

What will the entrepreneur emphasize? Examples: good quality, low price, fast delivery? 

d) Fourth, determine the estimated sales volume 

Are there demand seasonalities in demand? Determine sales volume at peak, normal and 

low demand periods. Estimate sales volume fo r the appropriate period (e.g. on e month, 

one year). 

e) Fifth, determine how to distribute/deliver the product 

Where will he/she sell, i.e. through sales outlets or directly? What are the costs involved 

in delivery and selling? 

Proceeding to the financial aspect, financial projections are needed. These are the following: 

• Gross Profit, Net Cash Income and Net Profit (Income Statement) 

• Risk Analysis on price and volume changes 

• Cash Flow 

• Investment Plan 
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Trading type of micro-enterprise 

The first critical aspect in the trading type of enterprise is the marketing aspect. Trading basically is buying 

and selling o f the sam e commodity o r good. Th e entrepreneur may buy in wholesale and sell i n retail. 

There are two basic principles in trade: 

• Buy at low price, sell at high price. 

• The faster the turn-over, the better. 

The practical steps in planning the marketing aspects of trading projects are: 

a. First, determine what to sell (inventory listing) 

The entrepreneur first considers which goods will sell well in the community. Then he/she projects 

how fast a certain quantity (bought in whole sale) of each of the goods can be sold (turn-over rate). 

Then he/sh e list s thi s informatio n an d th e purchas e pric e i n th e followin g way : 

Goods Quantity Unit Purchase Price 

(Tshs.) 

Total cos t 

(Tshs) 

Turn-over Rate 

Cigarettes 5 cartons 50,000 250,000 5 days 

Beverages 1 box 48,000 48,000 6 days 

Total 298,000 

b. Second determine the price 

The entrepreneu r the n decide s o n the margin , (difference betwee n unit sellin g pric e an d unit 

buying price). In setting the price, he/she considers the price of competitors and whether this price 

is attractiv e t o buyers. He/she als o needs to consider the costs of other expenses in buying and 

selling th e good s (e.g. transportation , tax) , an d the cost s of the us e o f the facilitie s (e.g . rent , 

power). 

c. Third determine the estimated sales 

What will be the total sales income in a certain period, i.e. one month? For each item the sales is 

determined as the unit selling price times the estimated quantity sold in the period (determined in 

the inventory listing under a.). I f seasonalities are anticipated' these must be reflected i n the sales 

projection for the whole year. 
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d. Fourth, determine the selling strategy 

Considering other competitors ho w wil l the entrepreneur attract more customers? Wha t will the 

entrepreneur emphasize'? Examples: good quality, low price, suitable location. 

There are critical indicators in these financial aspects. The indicators are: 

• Gross Profit, Net Cash Income, Net Profit (Income Statement) 

• Risk Analysis of prices and sales volume 

• Cash Flow 

• Investment Plan 

Organization and Management 

In al l fou r types o f micro-enterpris e plannin g o f th e organizationa l aspect s i s ver y important . Proper 

organization and management i s needed to realize the projections made for the other three aspects. 

The CB O projec t encourages micro-enterprise developmen t b y members wit h the goa l to improv e their 

self-reliance an d income (se e Modul e 1, Topic 1 , section 3). Throug h engaging i n micro-enterprise local 

people learn technical and business skills; learn to take decisions and risks, obtain own income. All of these 

contribute to more self-confidence an d self-reliance. Loca l people either run micro-enterprises individually 

with usually some support of household members (household-based enterprise) , or they undertake a micro-

enterprise with a small group of members (group enterprise) should planned and managed. 

Management of household-based micro-enterpris e 

Important considerations fo r the entrepreneu r i n planning the organizatio n and management o f 

enterprise are: 

• Do I have the necessary skills to manage th e enterpris e (e.g . recor d keeping, incom e 

computation, production and marketing skills)? 

• Can I acquire the skill s which I do not have an d how (e.g . training , help from group 

members, others)? 

• Who among household members will be involved in the enterprise? What will be their 

tasks? 
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Management of group enterprise 

Important considerations fo r entrepreneurs who plan to start a micro-enterprise together are a s 

referred to Table 2.1.4 attached: 

• Who among the group are to be involved? What will be the roles and tasks for each? 

• Who will perform the following key roles of: manager, accountant and cashier? 

• Do the members have the skills required for the assigned tasks? If not, how will it be 

solved? 

• How will financial control be instituted? e.g. how often wil l they meet, how often will 

there be reporting on the financial status, how will they keep and disburse funds, etc.? 

2.2.2: Introduction of tools for business planning 

Steps: 

To asses s the economic viabilit y of an enterprise w e use the business pla n form . Thi s i s a  tool for 

organizing the data relevant t o the four aspect s of business (marketing , production , management and 

financial) and to make calculations. 

To assess both components (entrepreneu r and enterprise) we use Worksheet 1. After making the Business 

Plan entrepreneu r review s th e question s i n thi s workshee t t o formulat e th e conclusion s an d 

recommendations. The project coordinator can use this: 

• t o mak e recommendation s t o loa n provisio n organization s o n loan applicatio n and require d 

assistance (e.g. training, technical assistance, etc.) 

• i n monitoring the implementation of the project 

The entrepreneur gets a copy of both the Business Plan and Worksheet 1 fo r future reference. 

Important note: Micro-entrepreneurs  often  do not know the risks involved in  starting a  business. Some 

tend to be too afraid of  taking the risk and others tend to be too optimistic. Therefore,  it is important to 

raise critical questions  in assessment of the Business Plan, so  that the entrepreneur gets a realistic insight 

in the risks involved  and  the critical aspects  he/she has to pay attention to once starting the  project 

implementation. This will help him/her to make the right decision. 
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Sample Questions for Review of Business Plan 

For Production Type Enterprises 

Production: - is the projected harvest reasonable ? 

- is the quantity and price of crucial inputs, such as seeds, fertilizer, labor reasonable? 

- in animal raising, what is the mortality rate? 

- are estimates of amount and price of feed, medicines correct? 

Marketing: How sur e i s i t tha t the buye r wil l reall y bu y th e quantit y a t th e tim e an d price tha t sh e 

projected? 

Financial: Project net profit for worst scenarios, ea . harvest 60 % of estimate, price 25 % lower? 

For Processing Type Enterprises 

Production: - is the output volume reasonable ? 

- is the quantity and price of inputs reasonable? 

- can the quality be assured? 

Marketing: How sure is she that she can sell the projected volume at the projected time and price? 

Financial: Project ne t profi t fo r wors t scenario , e.g . lowe r sale s pric e o r volume , highe r pric e ra w 

materials. 

For Trading Type Enterprises 

Marketing: Are the projections on inventory turn-over reasonable? 

Financial: Project net profit for the worst scenario, e.g. sales 50 % of estimate. 

For Service Type Enterprises 

Marketing: What is the basis for assumptions on demand, attractiveness of her business? Is the demand 

seasonal? 

Financial: Project net profit for the worst scenario, e.g. half of the estimated demand. 
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MODULE 3 

MICRO-ENTERPRISE MANAGEMENT 

INTRODUCTION 

Module 3 addresses the management o f micro-enterprises at the implementation stage. It is important for 

micro-entrepreneurs to work on problem-solving of their micro-enterprises and offering useful suggestions 

as a  result . Thi s modul e i s designe d fo r participants t o acquir e the knowledge , skill s an d attitude i n 

providing technical assistance to ensure continued success or growth of their businesses. 

OUTPUT OBJECTIVES 

At the end of Module 3, participants will be able to: 

1. Understan d the requirement s i n micro-enterprise managemen t an d the importanc e o f 

record keeping. 

2. Assis t entrepreneurs in keeping financial records and preparing income statements. 

3. Carr y ou t financia l analysi s an d diagnosis, an d come u p wit h recommendation s an d 

options to the micro-entrepreneur. 

Topic 1: Management areas, skills and tools 

Background and Rationale 

To obtai n profit is the main goal why micro-entrepreneurs engage in business. Prope r management i s the 

key for success. Group leaders and project managers have a role in assisting grou p micro-entrepreneurs in 

improving their management skills. 

In thi s topic the major areas of management and the required management skill s of micro-entrepreneurs 

will be identified, and participants will acquire the knowledge, attitud e and skills in preparing and reading 

financial records and statements. 

Output Objectives 

At the end of the topic, participants will be able to: 

1. Identify th e critica l areas in management, th e common weaknesses of micro-entrepreneurs in 

business management skills and the importance of record keeping in business management. 
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2. Prepare, read and explain financial records. 

3. Understand why it is important to exchange of business information in the women's group. 

Materials 

Handouts, 

Flip Charts and 

Marker pens. 

Lesson 1: Introductio n to micro-enterprise management 

Description Summary 

In module 1 was identified that the common weaknesses and constraints of micro-entrepreneurs are at both 

the plannin g an d implementatio n stages . I n Modul e 3  w e wil l focu s o n th e managemen t o f micro-

enterprises. An enterprise must be properly managed to be successful . 

Diagram 3.LI Management  areas and skills 

In Module 2 we concentrated on the planning stage. In this Module we will especially focus on the skills in 

controlling the  business. A basic reason for difficulties o f entrepreneurs such as inability to adjust to market 

changes and problems in production is a lack of records. Without records it is difficult to recognize changes 

and problem s and it i s no t clear what the effec t o f changes and problems are for the incom e from the 

business. Unles s the entrepreneur has thorough insight in his/her business, he/sh e is not really in control 

and hence can not take initiatives in problem solving. 
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To be fully in control of an enterprise, the entrepreneur needs to be well informed about all aspects of the 

business. He/sh e needs to know how he/she is down in production, in marketing, in organization and in 

finance. Most of the information the entrepreneur will know without writing it down, but depending on the 

type of enterprise, it may be advisable to keep records for certain, aspects. E.g. for a chicken raiser, a daily 

record of the egg production can be helpful to detect problems with disease, room temperature, etc. For a 

trader, a daily record of the stock is useful to make sure that he/she can always serve his/.her clients. For a 

vegetable grower, i t may be beneficial t o note down the market prices every day, so tha t he/she gets to 

know what time of the year the demand for certain vegetables is highest. 

Keeping financia l record s i s importan t fo r al l entrepreneurs , sinc e thi s keep s trac t o f th e incom e i n 

particular, which is a sign whether the business is successful o r not. 

Keeping records enhances the business consciousness and self-reliance o f entrepreneurs . Grou p leader s 

should encourage the exchange of information in the group. It will help each one to improve his/her own 

management skill s and business results. Besides, fo r common problems (e.g. wit h pig feed from the same 

supplier, payment problems with buyers, lack of technical advisory service) the entrepreneurs together can 

take more forceful action than individually. 

It is important to be familiar with the preparation and analysis of financial records and statements in record 

keeping and in evaluating business results. 

Lesson 2 Introduction of financial records 

Description Summary 

There are two major tools in financial record keeping: 

(a) Th e Cash Record, and 

(b) Th e Income Statement . 

Refers t o attached Tabl e 3.2.1 an d Table 3.2.1 a t appendix, Entrepreneurs , who conscientiousl y kee p a 

cash-book, will notice fluctuations in production or the market quickly. E.g. a pig raiser who keeps a cash-

book will notice changes in prices of pigs and pig feed. Fro m regular computation of the income over a 

certain period or production cycle, the entrepreneur will furthermore become more aware of the impact of 

these fluctuations on the income. The pig raiser for example will learn from subsequent income statements 

that a difference of a few quantities per Kg. of pig feed makes a big difference for the income. 

To ensure that participants know how to prepare cash records correctly, the participants are to state for each 

of the following sample transactions whether it is (a) an inflow; (b) an outflow or (c) not recorded in cash 

record: 
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Transaction Answe r 

1. loan from the group Inflo w 

2. repaid loan to the group Outflo w 

3. bought equipment Outflo w 

4. bought materials Outflo w 

5. Husband paid back the money borrowed from the enterprise Inflo w 

6. deposit additional savings to group Outflo w 

7. goods consumed by husband No t recorded, not a cash transaction 

8. harvest reduced by half No t a cash transaction, not recorded 

According to the experience micro-entrepreneurs who start to keep the Cash Record often need assistance 

regarding the three points below: 

(a) . Wha t is the beginning balance? 

(b) . Wh y is i t important to separate the enterprise account from the household account and 

accounts of other enterprises? Eg. when part of the raw materials or finished products or 

goods are used for own consumption, how should it be recorded? 

(c). Illiterates often are able or can learn easily to read and write numbers. Do you have 

suggestions on how they can keep the Cash Record? 

Discussion Summary 

The beginning, balance is the cash status at the beginning of the period for which the record will be kept. 

For a starting enterprise, this is the amount of savings (the own capital! that the entrepreneur will invest in 

her new enterprise. In an on-going enterprise, the beginning balance is the remaining balance at the end of 

the previous recording period. 

If the enterprise' s accoun t i s mixe d with other accounts , i t i s ver y difficult to comput e th e enterprise' s 

income. Eg. in a grocery shop, the household may use some of the goods. I t is important that these goods 

are treated as goods sold to the household. Otherwise we charge the business for the living expenses of the 

household and the income from the business wil l come out low, while it is the household which has less 

expenditure than it would have if we did not have the shop. 
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Illiterates ca n ask family members to keep the records, but there are also alternatives. Sh e can for instance 

use different colors or symbols for certain types of income and expenditures, i.e . a different color or symbol 

for raw materials and other inputs: fixed assets, labor payments and other expenses. 

Section 1: Preparatio n and reading of financial records 

Discussion Summary 

Participants will practice in preparing and reading the financial records by reviewing two cases: 

(i) Th e first case is about a production type of enterprise: raising of goats. Participants have to 

carry the following tasks: 

• Th e costs of improving the building are not a production cost since the newly improved 

facility ca n be use d fo r mor e tha n on e productio n cycle . Thus , thi s i s adde d t o th e 

investment and included in computation of depreciation. 

• Depreciatio n cannot be found from the cash record, because it is a non-cash cost. 

• Rabbit s that died cannot be found from the cash record. It would have been good if the 

item description in the cash record is filled up well, ie. Indicating quantity and price per 

rabbit (eg. sold 48 goats at Tshs. 15,000). 

• I t would have been better if the amount and price of feed (i.e. 400 kgs. at Tshs. 500) also 

had been specified. This is helpful to check the inventory. 

• 3 1 %  profit in 3 months i s a  good profit . Perhaps experts in goat raising have tip s t o 

further improve. 

Situation 1: Goods consumed by the household 

This is a situation in which the household consumes some of the products of goods of the business 

without payin g fo r it , e.g . cigarette s o f a  grocer y shop , beancur d o f a  beancur d processin g 

enterprise, part of the vegetable consumed by the household. 

1. Th e value o f these goods must be treated a s incom e an d be adde d to the ne t 

profit. 

2. I t i s advisabl e t o encourag e wome n entrepreneur s tha t good s borrowe d or 

consumed by household members should be returned or paid for. 

Situation 2: Sales on credit 

In this situation we can think of a grocery shop, where the entrepreneur sells the goods on credit to 

certain customers, who then pay later. 
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1. Credi t sales that the entrepreneu r thinks can be pai d by the buyer should be 

treated as income. 

2. Credi t sales that cannot be paid should be treated as a loss and be deducted from 

the net profit. 

Situation 3: Use of own raw materials 

Part of the raw materials may be produced by the household of the entrepreneur , e.g. a  starch 

processing entrepreneur may have part of the potatoes from the household and buy part from other 

villagers. 

1. Th e value of the raw materials should be treated as costs and be deducted from 

the net profit. 

Important Points 

Both the Cash Record and a regular Income Statement are a necessity for every entrepreneur, because: 

- it gives the cash position at any time 

- i t helps the entrepreneur in detecting fluctuations in prices, market demand for goods, 

and in production 

- it enhances the entrepreneurs business consciousness and control over her enterprise 

- regular evaluation of the business is important for planning purposes 

The Cash Record should be kept separate from the household and other business accounts. 

The Cash Record should contain specific information such as volumes and prices to be able to prepare the 

Income Statement and to analyze the results. 

In preparing the income statement, we need to check the data in the cash record carefully, and ask about 

non-cash transactions as well. Correct inventory cannot be deduced from the cash record alone. A periodic 

inventory record is also needed. 

The Income Statement covers a logical period such as one production cycle (for production and processing 

type of enterprise) or a time period (e.g. a month for trade and service type of enterprise). 

From the Income Statement strengths and weaknesses of the business can be identified. 
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Section 2: Options for the entrepreneur 

Discussion Summary 

The entrepreneur has always three options in the evaluation of the business results: 

A. T o continue the existing enterprise, but improve on the identified weak area by for instance: 

• expanding production volume 

• improving production efficiency 

• improving customer relations 

• improving quality of product 

The entrepreneu r mus t alway s loo k fo r bette r way s o f improvin g her business t o ensur e it s 

continued growth. 

B. T o diversify into other products or new business. Thi s option can be considered when he/she is 

satisfied with her current business. I f she decides on this option, he/she should repeat the process 

of planning. 

C. To discontinue o r close the business. Thi s option may be considered i f continuing the business 

would mean greater losses for the entrepreneur, particularly when weaknesses cannot be turned 

into strengths and/or when there are un-manageable constraints. 



MODULE 4: 

FUND UTILIZATION AND MANAGEMENT 

INTRODUCTION 

The previous modules focused primarily on the skills in micro-enterprise development neede d for assisting 

micro-entrepreneurs i n micro-enterprise development . Communit y based Organization s (CBOs) o r other 

development group s have two kinds of funds available to engage in micro-enterprises, th e group savings 

fund and the project revolving fund loan. The groups should be assisted in utilizing both funds successfully . 

Module 4 focuses on the relationship between group savings, project revolving fund and group capital and 

on the important elements in fund management. 

OUTPUT OBJECTIVES 

At the end of Module 4, participants will be able to: 

1. Understand the importance of group capital build up through appropriate use of group savings 

and project loan. 

2. Understand the relationship between the group savings fund and the project revolving fund. 

3. Introduce the records women's groups need in managing their fund. 

4. Apply the policies and procedures for project loan.;) to development groups . 

5. Understan d the importan t elements and procedures i n management o f th e projec t revolving 

fund. 

Lesson 1: Fund utilization and management in women's groups 

Background and Rationale 

Savings mobilizatio n and utilization are the foundatio n for groups to become self-reliant throug h capital 

build up. At the start of a group, member incomes are low and hence savings are small. Once the group has 

some savings , member s ca n borrow for investment i n micro-enterprises an d increase thei r income and 

hence their savings. Th e project loan augments the group's fund so that members can increase their incomes 

faster, whic h also means that the group can build up capital faster and can continue loa n operations with 

their own funds. 
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In this topic participants review the importance of savings mobilization and utilization for sustainability of 

groups, the records that groups need fo r financial management, an d the majo r issues in monitoring and 

technical assistance by project officers. 

Output Objectives 

At the end of the topic, participants will be able to: 

1. Understand the importance of savings mobilization and utilization for building up the group's 

capital and the role of the project revolving fund loans as a catalyst in this process. 

2. Assis t th e group s i n settin g u p a  proper financia l recordin g syste m fo r saving s an d loan 

operations. 

3. Identif y th e majo r issues involve d i n monitoring o f grou p saving s an d loan operation s b y 

project officers. 

Materials 

Handouts, 

Flip Charts and 

Marker pens. 

Lesson 1: Importance of savings mobilization and utilization 

Steps: 

It is an important role of adequate utilizatio n of the available funds for micro-enterprise development. I n 

this topic we will refresh our memory on the importance of savings mobilization and utilization, and on the 

relationship between savings fund and project loan. 

The discussion of the following questions should be done: 

a) Wha t is the importance of saving for individual members? 

b) Wha t are the advantages of saving as a group? 

Discussion Summary 

• Saving s are important for the members: 

a) T o be able to invest in micro-enterprises and 



b) T o be prepared for future expenditures , suc h as children' s education, ol d age 

security, emergencies . 

• B y saving as a  group it is easie r t o make savings a  habit based on the concept "Incom e minus 

Savings is Expenditures". 

• I n the beginning individual saving amounts may be rather small, but the grou p can accumulate 

more capital . Through borrowing from the group , members ca n avai l of sufficien t capita l for 

investment in micro-enterprises. 

• I n the group, members get ideas and can exchange experiences, whic h helps them to improve their 

business skills and self-confidence . 

• Throug h saving group members start to gain, control over their own resources and a sense of self-

reliance develops. 

Group Discussion on Savings and loan operations in development groups 

Mtakuja Group 

Mtakuja (Small Grass) development Grou p was formed two years ago. After the training group formation, 

the 20 members started saving Tshs. 10,000 per member per month and they stil l do so. Th e savings are 

collected every month and deposited on the group's bank account. The bank pays interest at an annual rate 

of 10 % at the end of each year. The group does not use their savings for loans to members. 

After six months the group's total savings was Tshs. 1,200,000 and they received a project loan, amounting 

to 8  times their savings (Tshs . 9,600,000) . Al l members receive d a n equal amount o f loa n for micro-

enterprise development from the project loan. Most members are engaged i n traditional activities suc h as 

animal raising and crops. All members repaid after one year with interest of 0.5% per month (6 % for the 

year), and the group has repaid 30 % after the first year and 30 % alter the second year to the project office, 

including the 4% social development fee . Afte r the first and second repayment they divided the remaining 

balance of the loan equally among the members on the same conditions. 

Msasani Women's Group 

Msasani (Red Rose) Women' s Group (20 members ) was forme d at the same time as the Mtakuja group. 

They also saved Tshs . 10,000 during the firs t six months , but after si x months , th e grou p decided they 

could save Tshs. 15,000 per month, since they now had established the habit of saving. After 3 months of 

saving, they decided that 3 members would borrow Tshs. 200,000 each from the total Tshs. 600,000 in the 

savings fund . These members had to repay after three months with interest o f 2% per month (total Tshs. 

12,000 each). The group each month decides how the new savings and the repayments and interest will be 

used. Their policy is that no more than 10-20% of the savings fund should be in the bank. 

- 4 0 -



Twice or three times a  year, the members discuss the monthly savings amount , and they have regularl y 

raised it: to Tshs. 20,000 per month after month Tshs. 12,000 and to Tshs. 30,000 after month 18. 

Since Msasani Women Group after six months had Tshs. 1,200,00 0 in savings, the y received the same 

amount of project loan as the Mtakuja Group (Tshs. 9,600,000). The total amount was lent to members for 

a variety of income generating activities. Besides in traditional activities, members have started engaging in 

shop keeping, trade, hair dressing, etc. The amount of loan per member depends on the kind of enterprise 

and the member's financial position. Interest on loans is 2% per month and the duration of loans usually is 

between 1 month and 6 months. 

Task 

Compare the savings and loans policies of the two groups. What are the differences an d which group is 

more successful/self-reliant? Why'? 

Suggested Answers 

Saving Mobilization 

Msasani Wome n Grou p ha s internalize d th e concep t o f "incom e minu s saving s i s 

Expenditures? When the habit of savings was established and when incomes increased, they 

raised the monthly savings amount. 

Because Msasan i Grou p regularly increased the monthly savings amoun t their total capital 

fund will be much higher than that of the Mtakuja Group. 

Saving Utilization 

Mtakuja Group keeps the savings in the bank, Msasani Group actively uses the savings for 

micro-enterprise development. This difference leads to the other differences below. 

Because Mtakuja Group does not use the savings for loans, the members do not see much of 

the benefits o f saving and hence the concept of savings i s not reinforced. Msasan i Group 

every month will discuss what to do with the savings. The benefits o f savings then are very 

clear to the members and they develop more ideas and skills in micro-enterprise identification 

and planning. 

By using the savings fun d for loans to members, more members in the Msasani Group can avail of 

loans an d loans ca n be bigger than in the Mtakuj a Group , s o mor e households ca n increase their 

income and the increase can be higher. 

Because Msasani Group started loan operations as soon as they had some savings, they gained 

experience in decision-making on loan applications and the record keeping system, they are 
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better prepared for management of the bigger project loan. 

Project Loan Utilization 

In Mtakuja Group the project loan is equally divided among the members, loa n duration is 

fixed at one year and loans are mainly used for traditional activities. I n Msasani Group the 

amount and duration of loan is based o n the requirements o f the micro-enterprise and the 

member's financial position. In Msasani Group more members benefit, fund s are used more 

efficiently an d for a variety of enterprises. Th e dynamic approach improves the member' s 

entrepreurial skills and income much faster than in the Mtakuja Group. 

Fund Management 

Msasani Group regularly reviews and increases the monthly savings amount. This means that 

the group's own capital grows faster. 

A higher interest rate makes it more attractive to repay as soon as possible, which means more 

members ca n borrow sooner. Highe r interest als o means tha t the group' s capita l increase s 

faster. 

Income of Group members 

Members o f Msasani Group develo p thei r entrepreneurial skills , thei r self-confidenc e an d 

income much faster and to a higher extent than in the Mtakuja Group. Family members will 

appreciate their potentials. 

The Msasani Group will gain a stronger positive imag e i n the community , because of their 

performance in fund raising, management, contribution to household and village economy and 

innovations. 

The positive image in the community, the higher group capital and more active group life of 

the Msasan i Group wil l also contribut e t o implementatio n o f mor e socia l project s i n the 

community, ea. establishment o f kinder garden; improve health facilities, entertainment , etc . 

Group's own capital (savings plus interest) two years after group formation. 

The followin g tabl e i s th e illustratio n the differenc e i n capital build up between the tw o group s (since 

interest computation is rather complicated, do not ask participants to compute). 

Mtakuia Group Tshs. Msasani Women Group Tshs. 

Total Savings 4,800,000 Total Savings 9,000,000 

Total Bank interest 480,000 Interest savings utilization 2,000,000 
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Interest on RF loans (2 %) 259,000 Interest on RF loans (20 %) 2,590,000 

Total Group Capital 5,539,000 Total Group Capital 13,590,000 

Note: Msasani Group after two year s already has generated ow n capital higher than the project loan of 

Tshs. 9,600,000. 

Discussion Summary 

The important elements in group policies regarding savings and loans are: 

• Th e group starts lending to members for micro-enterprise development a s soon as it has a 

few hundred Tshs. in savings 

• Th e group regularly reviews and increases the monthly savings amount 

• Th e group charges interest on loans to members, which is added to the group capital 

• Loa n duratio n is a s shor t a s possibl e an d based o n the requirement s o f th e enterpris e and 

entrepreneur 

• Thes e policies result in: 

- faster capital build up of the group 

- more benefits for the households (more, bigger loans) 

- efficient use of savings fund and project loan 

- faster improvements in members' business skills and self-reliance 

There is the differences betwee n policies for loans from the group to members and loans from the project 

to the group: 

a. Ratio savings and loan 

The project loan to the group depends o n the savings (loa n is maximum eight times the group's 

savings). Withi n the group the ratio savings to loan is not relevant; loans should be based on the 

requirements and payback ability of the enterprise and the entrepreneur. 

b. Duration of loan 

Groups repay the loan to the project in three years. Within the group loan duration should be as 

short as possible, dependin g on the enterprise and entrepreneurs ability. Loans from the group to 

members should never be longer than 1 year . 
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c. Number of loans 

Groups ca n only onc e avai l o f a  project loan . Ther e is n o limi t to th e numbe r of time s that 

members can borrow from the group. 

d. Interest 

Besides 4 % per year for the socia l development fund , no interest is charged on project loans to 

women's groups. A higher interest on loans from the grou p to members i s advisabl e fo r faste r 

capital build up of the group and as incentive for early repayment. 

Lesson 3: Preparatio n and procedures of loan applications. 

Discussion 

As soon as groups have undergone the training group formation and started saving, the group can start with 

preparing the applicatio n for the project loan. Already during the training group formation the member s 

have develope d initia l ideas and acquired some basic skill s i n preparing business plans. Earlie r in this 

training, we have identified that at this stage most groups need practitioner's assistance, especially i n the 

following areas: 

- building up business consciousness and skills in business planning 

- provide market information 

- arrangements for technical training and advisory services 

In thi s lesson , w e wil l focu s o n th e procedure s an d require d documentatio n fo r processin g o f loa n 

applications. 

Step 1: Preparation by the local group. 

The firs t ste p i s th e preparatio n o f th e loa n applicatio n b y th e loca l group s wit h assistanc e o f th e 

development practitioner . The group prepares th e followin g documentatio n fo r submission t o th e Loa n 

providers. Mos t essential in preparing the documentatio n i s tha t al l members participat e i n the 

decision-making process. 

- 4 4 -



Policies and procedures for loans to local groups 

L Qualifying  Criteria 

Individual 

Members must have undergone training group formation and must have participated in this training for at 

least 90% of the training time. 

After training, group members must have decided voluntarily to join the Group. 

Group 

Each member of the Group must have undertaken savings activities for a period of at least 6 months. 

The Group must have an established bookkeeping and management system. 

The Group must have a functioning loan committee with elected officers and clearly designated functions. 

77. Procedures for Loans to Member's Groups 

(A) Approval Procedures 

Individuals and/or sub-groups submit a feasibility study to the Group loan committee. 

The loa n committe e wit h assistanc e o f th e projec t offic e submit s th e Grou p proposa l to th e Grou p 

Governing Body. 

The Group Governing Body assesses Group proposals and approves fund level for specific groups. 

(B) Contract Signing Group and Local Authority 

A contract is signed between the Group (with individuals signing) and the local Authority leaders, with the 

Local Authority Governor as guarantor. 

The contract will stipulate among other things the following: 

(a) Group must repay in a 30%, 30%, 40% schedule in three years 

(b) Penalties on default (10 % for every month of delay) 

(C) Release of loan funds 
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Upon approva l of the Grou p Governing Body, the Loca l Authorit y Governor executes the decisio n by 

releasing th e loa n to th e grou p chairperson, treasurer and loan committee chairperson , who ar e jointly 

responsible. 

The chairperson, treasurer and loan committee chai r person make sure that individual and/or sub-groups 

fund releases are made on the same day when funds are released from the county. 

III. Procedures for Loans to Individuals 

These procedures apply to loans from both the project fund and the group's own savings fund. 

(A) Approval procedures 

Individuals or sub-groups submit a feasibility study to the group loan committee. 

The loan committee and/or the group members assess the proposal and approve the fund level. 

(B) Contract signing 

A contrac t is signe d between the individua l or sub-group and the grou p chairperson, treasurer and loan 

committee chair person. 

The contract will stipulate among other things the following: 

(a) The duration of the loan 

(b) The interest rate, amount and date of payment. 

(c) The repayment schedule with amounts and dates. 

(d) Penalties in case of default. 

(C) Record of loans 

The treasurer keeps record of all loans and the terms of the loan. 

The repayment schedule, including interest is copied by the treasurer to the individual's pass book. 
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Example of Sample project loan payments 

Release in the year 1995 

Group savings after 6 months: 1,250,00 0 

Loan is 8 times group savings 10,000,00 0 

After deduction of 4% Social the amount to be released is: 9,600,000 

Payment Social Development Fund: 

1995 (deducted at release) 400,00 0 

1996 400,00 0 

1997 400,00 0 

Repayment Loan: 

1996 30% of 10,000,000 3,000,00 0 

1997 30% of 10,000,000 3,000,00 0 

1998 40% of 10,000,000 4,000,00 0 
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MODULE 5 

EVALUATION 

Background and Rationale 

Participants will have filled in an evaluation form after each module. The facilitators therefore already have 

a consolidation of the written evaluation when this topic starts . In this topic participants will be asked to 

evaluate th e whol e trainin g and to com e u p with suggestions for improvement for the facilitators . The 

evaluation will show which parts of the training require special attention, which were most useful for the 

participants and what follow through action can be expected. 

Output Objectives 

At the end of the topic, participants will have: 

1. Evaluated the training and have made suggestions to the facilitators for improvement. 

2. Identified critical elements in conducting this training. 

Lesson 1: Evaluation 

Background 

Facilitator introduces the activity by explaining the purpose of the evaluation, which is for facilitators to get 

feed-back from the participants in order to improve in next training courses, an d for participants to think 

about the critica l aspects in conducting training, which can be useful whe n they wil l act as facilitator s 

themselves after returning home. 

2. Facilitator reminds the participants of the general objectives o f the training as agreed upon at 

the start of the training, being for participants to have acquired the knowledge, skill s and attitude 

on: 

a. The role of micro-enterprise development as a means to improve the status of women 

b. The role of project officers in assisting women micro-entrepreneurs 

c. Micro-enterprise planning and assessment 

d. Micro-enterprise management 

e. Fund utilization and management 
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3. Ask participants to discus s th e followin g thre e question s (writ e o n the black board) in sub-

groups of 5 persons: 

a. Have the training objectives been achieved? Ask for specific examples . 

b. What comments/suggestions do you have regarding the content of the training? 

c. What comments/suggestions do you have on the methodology of the training? 

4. Befor e breakin g int o sub-group s th e facilitato r present s th e consolidatio n o f th e writte n 

evaluations on newsprint and raises some specific question s fo r participants to discuss in the sub-

groups. Examples of these questions could be: 

- for topics and activities that are not appreciated much' facilitator could ask participants 

about the reason (too difficult, not clearly explained, boring lecture, wrong methodology, 

etc. and to come up with suggestions on how to improve 

- for topics and activities that are very much appreciated, facilitator could also ask about 

the reason 

5. Ask sub-groups to write their conclusions on newsprint and give 20 minutes for discussion. 

6. Ask each sub-group to present and thank participants for their suggestions. 

7. To end the training in a cheerful way, facilitator could conduct a quiz among subgroups. Below 

some sample test questions ar e given. This will also give additional information to facilitators on 

the [earnings of the participants. Note that this kind of questions coul d also be inserted after each 

module. 

Revision Questions 

Question 1 

A business has a Net Profit of 200 rmb per cycle, 4 cycles per year. The total invested capital is 

1000 rmb. Is this a profitable business? 

Answer 1. Yes,  return  on invested capital is 80% per year. 
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Question 2 

A loa n of 600 rmb (interest 2% per month) is requested to buy equipment (life time 5 years). Net 

Cash Income will be 200 rmb/month . The production costs are 10 0 rmb/month. Should the loan 

application be approved? If yes, how much can she repay each month? 

Answer 2. Net  Profit is  Net Cash Income minus Depreciation minus  Interest on loan: 200-10-12= 

178 rmb. This is a good profit (why?),  the loan can be approved. Monthly amortization can he Net 

Profit minus  Production Costs  for the  next cycle. 178-100= 78 rmb. 

Other 

For example : som e questions whether a certain item i s recorde d in the cas h record as inflow , 

outflow, o r not recorded because it is not a cash transaction (see Modul e 3). 

For example: Wha t information cannot be found in the cash record, but is needed in the incom e 

statement (depreciation, inventory, non-cash costs and income). 

Then end the training by thanking the participants for their  cooperation. 
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