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b) ‘Phe Thind Party (the Lenders)
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Financing of Snall Soaie Industriec will bs disouceed in three stages
namely!

1¢ The initial star: %o start the induetry

2¢ The progressive stege anen indusiries are in produotion

3o Tho lent eisge whin iucusiries need expansion or ure at a stage of
ovllapne,

1o The_Initial Stage

Small industries hava been finanoed by mainly three groupst
(a) Thn Entrepreneur himself.

(v) The ‘hird party i.e, the lender

(o) The Government,

(a) The_ Entrepremeur
Moot of Smell SBcale industiries in Uganda have been financed by the
enirepreneurs themselves in the following waysei

Savings
There are three iypes of eunirepreneurs who atart indusiries on
Savings.
T in '
Thia is a prospective investor w'o accumgulatss ospital through
snorifice of his marginal income. He would always wish % leave
hia present scurce of income and devort all his effort to the new
onterpriae,

The Surplus lncome Egrnes

This is ¢ proapeotivs invastor who has a good scurce uf inoome whioh
givea him a surplus after his besic expenses. The surplus will Dde
put aside and acoumunlated to nake a good sum thet oan atart an
industry as a second sourse of income. This typs of investor will
clueys ntay with his preseat job (ssge toP Civil Servant, Professional
in private praotios like a Doctor or an Acocouniant, or a progressive
farmer) and will delegete the aanagemsnt of the industiry to somecne
elae,
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garda Teotiat L U0 b Een s Ugare., dnhnorcial Bank)
Uganda C.wp

Nattorsl Tugu urin Cvunenedon, Uzsnda ire Furouumwa Conpemy and
Diarcnd Tount Gompowy,
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The prollave Wik Lusld oralo industsinliols do that they nersally
Iaok p2opos cinrinies o re0nve the 10ante

(0)  ZTuo fove o
The Goverracat brs coantines alp~d Soali Scala Industrialists
noxrally in I i cninidieg to by sama equipmonts, Techniedd
Asoiutanc v .u ety o weahnioedone who offey ire-plant trainings as
She Jecorndet Golivare with lieTeA.Co ure and Yraining whioch 1is
usually oferel b the Purnl Sradadas Institutes set up all over
the ocoua by,
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Nost of fineucisl Lroblem: expesioaced by the Smull Scale Industiries
sars normally durir; the cperation eiasde Jery of ten prospeotive
investors underestima’e thLeir reguiremcnis for working ocepital,
especially to buy raw maisrials, mant the growins wngep Lills,
constantly chenging tostupe £l coaty aud roplancrmonis ©f spare

parts to ihs machinerice,

The Marginal entruplencui. vieptivued ebove io0 usually tho hardest
hit, With hic limitcd facome whioh he uskually aluncons and

embarks on the entusprise, nis hope of woiking capital [inanoial
resources are hin expeotsd profite, But the poor manpgement teohnics

ususlly practiced makaes 1% difficust %o make roaronagble profite.

The entreprerour with th- dospiul incoao #1t3 ~cr@ problems for

working cajpivel tLos

Beosuss ho usually criegatca the sasagesment of ha sntorprise, he
oannot aciwalls aouiirol the revenueo ani oxponditurese He will

normally depend or fiugnzing ths onterprisa tho sams way as he did
40 start it. ile will therefor. coatinue to ure his surplus inoome

%0 finsnce 1.0 working capitala

The entreprcasur who sicrted an gifis o i.:hesited wealth will
nost 0ftan have ‘he Lume problzma hecause of his poor management
knowledgee Tho vagult ¢f all theso industries will be a failure

in MOBt OaudOx,e

The Pianl Stace (or nut Resert Fingnoins)
The last etage to Le oconmidered for finance is when either the

industry roquiras eipancion or when it is almont failing to ocoatinue,
) neion

Pinmnoing Smgll Joale Inau.tiriaes for expunsion has been a big

problea %00,

The marginal incom- inestnr will nosmally fiud it diffioult %o
expand hiz industry hsocuce of the limited financial reesouroes he
base 1% ip gluso mornally liffioult for bir. to get oredit froa the
financisl insti.utions meution earlier because of the limited
seouritice he hute Tiore ure NO é&auy terne for Snall Soale industiries
%0 get oredii Tacilitics evailable, The oxistir 6 termu are t00

elaboruto and axpenuive,
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"he JUPPiun lrusar dnrestorn ceu c0s 892 oracite eanily \y using thetr
influential sonifione. Whe Concle sw howave, toat thess int estors are
ot normall; luwveived dr 80 wonacerent an? thesafoin their managers
tand tn micvro ko wrelst ., Tiiwir facdusiriss therefore tond not 4o
devolo, aw vac rov.d duve Ivncoted afteT euo’. ~redits have Leen

senured,

in somn $00ln'en Lok Fave Deve haon favourable rerponces to such
roqueatis 1l the cursprousurs have alrcady shown their ocepabilities
860 uilldime thair pivfi‘e,

With <hc asolelpncs of oha povern.onty cometinsr tho catreprensurs have
Pad goveramani bankin: iu form ©f guaranteer w0 the commeroiel banks
wnd tiu Develupne 't dunkse DBat %3 progress and tacking is very
fgolated indesds 45 « remult the Swall Scsls indusiries have failed
to expend pa injond rould wish to e them doe

bass Roppq I onengir s
Thiw ic wheu ‘ue indistry is a% m inge of sollapsinge 1f the indusiry
was star‘ed .xom Mvinge, “lie 49 . rign that Jhe ontrepreneur has
alrecdy exhaustad lin pot-ce3 ¢t imcome $0 finance ite

Oae would expes: the srt10preucur “o 1ave tlready evon sold some of

his propartr to gat thy iunwvetry mavinte "he Tesult will be that ke
ey have no sove tseurdtinn 10 ofver tn wecure m "Sgving" oredit,

12 shat 1o the ceuw thoa 2% will bave %o get the guarantes of either
@ frisnd 1o teo: (.. 21¢uit or the govurament to guaranies,

A private guunnt~t ugu ba found but 1t is ualikely to get the
governannt juaranice wiicse the industry wes engaged in the predwiien
of eccential couwoities and there is 2c way out. Otherwisze most
indumtrics Fuve beal 1e”t fo have their natural deathe




It the goveramen: has bdeen giving some kind of sssimtance, then the
vsual tuing to do ie sither 1o advige the entreprsneurs ¢onoerned

te form ¢ 00=opsrative 80018ty and Pave the particulr- failing industry
or the government to take 1t Over under Ugand, Devalopment Corporation
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The Smell S0ule Industries have hed sazny probleas nasslys-

(1)  Pinsnoiq)
(11) Kanagement
(411) Produotien ang
(1v) Marketing,

Financia 1

disoussed, Wat remaine o be said ney i the way suoh souroes have
affeoted the Planning of the industires,

<he marginal iavestor feels ontitled to hie Planning and therefore
Aa8 not bothered to eeek for 8dvanced advice bew %0 plan for the
cetebliehment and running ef 4he industry,

Aany Small Soale snireprensurs have felt offended to be t0ld that they
“ould be more progreesive 1o eeek for Profeceional advioe before
e834adling their industries, Thi, has beer drought about by the faot
“hat sugh profeesivial advioces have to0 by sought froa the educated Olese
who heve not pProved to be oapable of Taieing any funde from their bigger
Jalariees ihet the Saall Scals eatreprensurs fail to underetand is thyt
&powing to eave is different fros knowing how $0 uiilise vhet in saved,

The reeult being that thse satreprensure haye soaeiimes been aisguided
by their oconviotione and have not bothered to seek profeesional sdvios
Or the profeesionale have not veatured 10 sdviee bBecause they know

(ae 1t hag slvays been the 0ase) thet the satrepreneurs will not take
the edvices seriously,
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Those who have ro=operaie’ hare neaoliteds ilie governmeni hae
therefore taken the igiuc periounly and esi:blirhoed a 35all Boale
Development Division u deT the Kelchele go=orilinate the twe

(the entrepreneurs and ih? profesuionals), The inveators with

surplvne inocomes hava vee: alic a dif.touwlt greuds

The faot that they ars usually the sducated olawe in top positione

and others in private practice, they heve always tanded not to admit
that the industries usually they set up are not in their profeesional
lines They havo thurefors taken very little ocare 40 consul{ the other
profeseionalu in the industiriee they want to vstadlishe 18 oceould be
4bat they have foared to expoee their ignorance of d4her profeseions eor
that they have guicuenly believed that they are the " JACKS OF ALL TRADD
whioh has proved that they are not maaters of all trade in the ende

i
|

The reaeon why they somotimes delesate tiie management of their enterprices

te relatives who have no technical or management knowledge at all ie
that they think they van wct am advisora 0 iheir manageree

The Small boale Dovelcpment Divieivn 4n WiTeA.Ce will now seriously
look into ihe isaue and see how such probloms will be selveds

The enireprensvrs who establieh industries on borrowed money have their
speoial problema arieing from I'inanoial rescurces,

They are usually financed on seocurid, being offered 4 the lendersy

¥ith Ahe ecducation deing a recent thing in this cowitry, most of the
prospective entrepreneurs who have securities % offer ars those whe
have mot had good education. Those with good education have ne good
ssourities 0 offers It therefore happens that thoee who ocan qualify
for gredit feoilities have no good eduoations The management of their
industries will therefore be poor. This hac Tesultad into isproper
appliocation of the funda and therefore a failure of the pro Jeotee
Oonsequentily the asourities have beon forfeited and the industries
oollapaeds

+




Babagensny, Produotion gnd Markes:

The three are combinsd beosuse tiey are usually a result of tha same
defeot

=== pooT Teohnical Knowledge. .
Nost of Small Scale katreprensurs are not well educated ae it has

been already stated jnd the problems experienced are due t2 lack of
knewledge.

To this we can add the disadvantages. of 8ag)] Scale Imdustries whioh

ares

le Limited bargaining pewers o got raw mgteriale.

20  Unstenderdised production deoguse of pormechineries (they canmet
afford mass-production)

Je  Poor oredit terss available %o individugl induetry,

4o  Leok of Seientific Research faoilities hecause of linited
finamoial Resources,

5¢ Dependencs on locs) aarkets,

The government has hovever established the Industrial Betate new unier
Semall Soale Developrent Division ef MeTeAsCo which I hepe will iry
to selve some of thoge probleas,









