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ABSTRACT
The study was about micro finance credit terms and the performance of small scale businesses in Kiseka market, Kampala central.

Small scale business performance in Kiseka market is deterioting despite the finance that traders are investing in their small businesses.

Data was collected with the help of questionnaires. Questionnaires were sorted, edited and presented in tables to reveal the percentage scores of the study attributes. 

From the research study findings, micro finance institutions have supported many traders in Kiseka market to increase their working capital thus this has increased their business turnover and business assets.

This has been as a result of extending credit to traders which has significantly improved the performance of their businesses. This observation is further supported by data analysis which related that the results were statistically significant. This implied that micro financing has a great impact on the performance of businesses in Kiseka market.  

Following my findings, I advise micro finance institutions to carry out proper analysis of the trader’s businesses before setting repayment terms, evaluating the trader’s credit worthiness, capital and capacity before extending credit to them and train traders on how to make profitable investments that can help traders to perform better.    
CHAPTER ONE
1.0  INTRODUCTION
Credit terms have done a lot towards the performance of small enterprises in Uganda. This study aims at finding the fairness and unfairness of credit terms towards the performance of small enterprises in Kiseka market.
1.1 Background of the study
Small scale enterprises worldwide have been recognized as engines of growth and development (Harper 1984) and in many countries there has been some considerable effort to support them so as to create the necessary employment opportunities, incomes and productive capacity. Besides the evidence available about the role of small enterprises some of the reasons for them being preferred as follows; ease of formation, capital requirements, flexibility, mobility and a variety of other factors. Seen from a global perspective, small businesses have a specific niche in global economic affairs. The global market is dominated by world class competitors in the form of multinationals and for the developing countries; small business appears to be the way to compete
In Uganda, small scale enterprises are reported to contribute about 20% of Uganda’s GDP (Tulip and Bitekerezo, 1993). This figure may be much higher given that Uganda’s GDP is constituted by mostly agricultural production. This is mainly by small holders who may not even fit in the definition of micro and small businesses. Besides, since a great composition of GDP is non- monetized and largely subsistence, it is possible that the contribution of both micro and small units is much larger than 20%.
It is also reported by the ministry of planning and economic development (1992) that over 80% of Uganda’s manufacturing output is by small enterprises. The sector also employs up to 2.6 million people in Uganda (Uganda investment authority report, 1996)
 In Europe, the number of small and medium enterprises were 16,005,000 against large enterprises and they employed 68.6million people as against 34.6million people by large enterprises (The Netherlands, 1997).

 In 1992,53% of all jobs in America were held by people working in small businesses(Stoner,1996) and between 1988-90.While large businesses were laying off people, the small businesses were recruiting. In India, about 45% of total export earnings are contributed by micro and tiny enterprises (National Research Development Corporation, 1998).This is true in many countries worldwide that the small enterprise plays an important role in job creation and income generation.
 Despite the importance of small scale enterprises, they appear not to have been successful in Saharan Africa. Many studies that have been done (Wanyama, 1991; Ngobo1995; Ssewanyana1997; Mutazimbwa1997) indicate that small businesses have a variety of problems some of which are managerial and lack of markets. Since the small units have been identified as important players in the world markets, it is important that they are supported in their development.
 1.2 Statement of the problem
 Small scale business performance in Kiseka market is deteriotiating despite the finances that the traders are investing in their small businesses. The finances that small scale businesses borrow from micro finance institutions are characterized by short term loan periods, small loan sizes and high interest rates; could have made businesses to continue declining.   
1.3  Purpose of the study
The purpose of this study is to evaluate the relationship of credit terms of micro finance and the development of small scale industries.

1.3.1  Research Objectives

1. To find out how credit terms affect the development of small business enterprises.

2. To find ways of improving the performance of small scale businesses.
3. To suggest ways of improving credit terms of microfinance institutions.
1.3.2  Research Questions

i) What is the effect of credit terns on the performance of small scale businesses?
ii) What are the ways of improving the performance of small scale businesses?
iii) What are the ways of improving micro finance credit terms?
1.4  Scope of the study.
Geographical Scope

The study covered Kiseka market in Kampala district.
Time Scope

The researcher put his interest on the effects of micro finance credit terms on the development of small business enterprises from 2006 up to 2010.
The Content Scope

The study considers credit terms as an independent variable and performance of scale enterprises as the dependent variable.
1.5  Significancy of the study
The study that is carried out will be helpful in very many ways and some of them include the following:

1) It will help micro finance institutions to know the effect of interest rate on the development of small business enterprises.
2) It will help the starters of new small enterprises to assess how much money is needed as borrowed fund and effect of payback period on the profitability of small enterprises.

3) The existing knowledge of the subject matter will help the policy makers to use the results from the research to determine favorable credit terms for the development of small business enterprises.

CHAPTER TWO

LITERATURE REVIEW

2.0  Introduction
This chapter covers the critique of the related literature. It covers the meaning of institutions, micro financing credit terms, the performance of small businesses and definitions of small scale businesses.
2.1  Micro finance credit terms
Micro finance institutions provide credit to small enterprises on agreed terms which help these enterprises to solve their problems, that is to say, short and medium term credit terms can be defined as lending that constitute costs of borrowing and these are; interest rate, loan size and credit period.

Credit terms can also be defined as the conditions under which credit will be extended to a customer. The components of credit terms are cash discounts and credit period.  (Campbell ,2004)
2.1.1  Poverty status of the micro finance sector borrowers.

Evidence from the Uganda National Household Survey (UNHS) 1999/2000 data suggests that the informal sector operators in Uganda include Co-operative and Credit Societies, government credit schemes, money lenders/commercial firms, employers, and relatives/friends. The government credit schemes are due to be phased out so as to comply with the policy framework of enhanced private sector competitiveness strategy (2000). The friends/relatives despite being an important source of credit are not institutionalized. From the data, NGOs (Non- Governmental Organizations) target both the non-poor and the poor with credit services despite their acclaimed mission statement of targeting the poor.
2.2  Interest rates
Interest rate is the percentage charged for the use of money. It is charged when the money is being borrowed and paid when it is being loaned. ( Kimberly  2002)
According to Anand Prasad (Freelance consultant) micro finance should consider client willingness before evaluating the rates charged by them.
Graham and Alike (2011) in their study note that micro finance institutes have adopted a flat rate of interest calculations, which are charged as borrowers of short term loans every month. 

However, MC Cord (2002) in his study also supports the idea of flat rate calculation in short term loan in his paper of enhancing responsiveness of clients through the feedback loop. MC Cord asserts that flat rate is easier to understand and calculate by both the lender and borrower of the short term loan.

2.3  Loan size
According to Ssenkubuge (2002) loan sizes that micro finance institutions offer typically start at around 100,000/=. According to the author this loan size is small and micro finance institutions give these small loans to reduce the risk involved in unused lending.

2.4  Loan period
According to Ssenkubuge (2004) micro finance lending is short term and is usually for periods of 3 to 12 months..
2.5  Success of credit terms of micro finance institutions
According to Strischek (2000) after many articles for the journey with relevant and provocative Strischek now complements the five Cs with quotable statements from individuals in and outside banking. The five Cs of credit have long served as analytical training tool. These are: 
CHARACTER, CAPACITY, CAPITAL, CONDITIONS and COLLATERAL.
Character can be defined as the desire of a client to pay off the dates. This explains that unless the borrower is willing to live up to his promises to repay the debt, the lender is taking a risk at the outset of the credit. The borrower’s willingness to honor obligations reflects the value the borrower put on reputation, honest and integrity.  In some cultures however, character has served as the only C and we have seen what results from that. Weisemen (2001) quoted.
Capacity refers to the ability of the customer to pay the credit advanced to them. This is analyzed by looking at customer’s financial statements, previous experience with clients, trade bank references, amount and purpose of credit and other yardsticks.
Capital is a contribution or interest of a customer in his business and thus total assets minus total liabilities. This is measured by the cash flows and the general financial condition of a customer or firm as indicated by an analysis of its financial statements.

Conditions include the assessment of prevailing economic and other factors like political, which may affect the customer’s ability to pay. During inflationary conditions, it is unable to grant credit because of low returns expected. Though these conditions are generally difficult to predict, it is important to assess the likely changes and their impact by the financial manager.
Collateral is a security against failure to pay. The person seeking credit should offer security before credit is granted. financial managers should ensure safe and marketable securities.

MC Nutty (2000) said that performance on loans is the risk to earning or capital from the potential that a borrower or counter party will fail to perform an obligation. Usually but not always, the obligations in question is the requirement to make interest or principle payments in the given period.

Proper analysis of the 5 Cs will lead to the success of the micro finance institution since it eliminates the doubtful debtors.

2.6  Growth of small scale businesses.
Because of the importance that has been attached to these enterprises, there has been a lot of effort directed towards these units. In many countries especially India, there has been affirmative and positive action towards promoting small scale enterprises. A lot of literature is available on the success and failures of these enterprises. Many countries and indeed multi lateral institutions have set up agendas and strategies for the development of these units. In Kenya, for instance, Jua Kalis have been supported by the Kenyan government as avenues of industrializing and developing the country (Alila and McCormick, 1994)
2.7  Small scale business growth in uganda
According to Wasswa Balunya, the definition of small scale business differs among different countries. The following are common measures of defining small scale businesses.

Number of people employed
The number of people varies country to country. In Uganda, the figure is put to between 5-50 (Kalibbala, 1994: Ngobo 1995). In India the figure is that between 30 – 100. Kibera and Kibera (1997) say that in Kenya, business with 10 or fewer workers are called micro enterprises. Those with 11 – 50 are small enterprises and 51 – 100 are medium.

Capital employed

The number of people employed may not be a good indicator especially if the industry is labour intensive. This is true in countries like India where there is labour intensive approach to industrialization as a policy. In some cases, trading organization can transact huge sums of business worth transactions and yet employ a few people. Consequently, capital employed is at times used as a measure of defining small business. In Uganda there is no proper agreement as to the capital employed though a figure ranging between US$5,000 – 50,000 is a reasonable estimate. The Uganda Investment Authority has put this figure to now Shs. 50 million. The Ministry of Industry had however indicated a figure of and investment not exceeding US $ 300,000. This figure of course varies from country to country but in the Ugandan condition, Shs. 5 – 50 million (US $ 5,000 – 50,000) would be a reasonable amount.
Sales turnover

Another criteria for indicating what a small enterprise is, is the annual sales turnover. In the Ugandan condition, an attempt to define who was eligible to participate in the Value Added Tax (VAT) administrative structures, a figure of Shs. 20 million was agreed on as the threshold (Sejjaaka, 1997). The assumption here is that such an enterprise has a monthly sales turnover of about Shs. 1.5 million and a daily turnover of about Shs. 75.000. Using sales turnover to define small business, this therefore can be related to other methods and say that in the  Ugandan conditions, Shs. 50 million would be an ideal average turnover for identification of small scale enterprises.
2.8  Strengthening credit policies
The long term sustainability of a credit programme depends on sustainability to deliver such services at commercial interest rates and for a profit. When interest rates are subsidized, credit tends to leak into the hands of the well to do persons outside the target group. People tend to look at credit as a kind of grant and loan recovery is adversely affected. The ability to change full cost interest is the best strategy.  Micro finance institutions have become self sufficient after they have attained the necessary lending policies. Long term sustainability therefore requires that the interest rates are high enough to cover the full cost of credit operations, including the risks involved in lending to small scale borrowers.

Therefore, the government policy of non restriction on maximum interest rates will continue in the case of micro finance institutions that want to charge high rates for their operations because this is absolutely an essential pre-condition to the success of credit delivery.
2.9 Main sources of assistance to small scale business enterprises in uganda. 
This section outlines the main sources of assistance of small businesses in Uganda and shows how this assistance is used by the businesses. The field also sought the respondent’s level of satisfaction with the assistance offered and what other additional services they would require that are not currently provided. The findings are presented in this section. Membership of small scale businesses to business associations is critical for easy access to services this element is also analyzed.

Sources of assistance to small scale business enterprises.
The field survey and literature showed that main sources of assistance for small businesses in Uganda include government, the private sector and the donors. Major sources of assistance were identified as given in table.
Table 1: Sources of assistance of small scale business 
	Initiative\Institutions
	Services


	Bonna bagaggawale (prosperity for all)
	Provides small grants and loans to individuals, homes and communities.

	Presidential innovation fund.
	Provides funding to scientists and innovators to produce prototypes of there innovations, provides assistance to patent operational innovations. 

	Business Uganda development scheme (BUDS-SSE)
	The project provides financial support to small enterprises in order to increase their pool of technical and business qualified personnel.

	The micro finance outreach plan.
	Provides capacity grants to MFIs to enhance institutional, sustainability, rural outreach and product diversity.

	Uganda national bureau of standards.
	Assists exporters by providing information on standards and quality requirements.

	Associations of micro finance institutions of Uganda (AMFIU).
	Provides lobbying, networking and advocacy, information sharing and capacity building for micro finance institution members


Source:      Field survey; Draft report on a National Micro, Small and Medium Enterprises (MSMEs) policy and strategy, July 2007
2.10  Challenges encountered by small scle businesses.
Educational challenges;

Many of the respondents in the market had either finished the primary level or dropped out of school at secondary level. This affected their businesses due to poor decision making and record keeping.

Marketing challenges;

Many people joined the market but were closing their businesses due to aforementioned competition driven by an undifferentiated product offering, lack of marketing skills and un ethical service.

Socio- cultural challenges;
These mainly affected women in the informal sector because they were found to have hardships in negotiating deals-credit facilities in terms of loans, suppliers even rental charges.(Kaheeru ,2005).

Institutional challenges;

For example critical decisions such as ground rents and rates were fixed by city or other government agencies without adequate stake holder’s involvement or consultation. This state of affairs was exacerbated by trader’s lack of knowledge about their right (Kaheeru,2005).

Management challenges;

Many in the market did not have established management skills. planning was more or less driven by responses to crisis , and the market generally characterized by no formal business principles. 
2.11  Conclusion
The fore going literature by different scholars emphasizes mainly micro finance institutions, credit terms and assessment of a credit client and analysis and development of small scale business.

Small scale businesses have not been able to grow due to generic problems say lack of market analysis, they face a problem of low profits. In the light of this, micro finance credit can pass an    alternative of poverty reduction by supporting small business by financing them.

Government should however, control and monitor their setting up and operations to ensure minimum exploitation of the citizens because these institutions are set up to support business. This will enhance and encourage credit access and in turn lead to poverty reduction if not eradicated.
CHAPTER THREE.

METHODOLOGY
3.0  Introduction.
There is a need for a plan carrying out a study. The methodology may provide a back ground against which the findings of the study are supposed to be assessed. Methodology consists of description of the research design, survey population, sampling design, procedure of data collection and the problems to be encountered.
3.1  Research design.
The research was carried out with the help of kiseka market vendors association. It was a longitudinal study covering Kiseka market and cross-sectional among the various small business owners. The case study employed both exploratory descriptive design and both qualitative and quantitative methods.    

3.2  Study population
The study population will constitute 20 owners of small businesses in Kiseka market. Different owners of small businesses will be selected and this will enable the researcher in finding out how different businesses in Kiseka market are affected by the financial services of micro finance institutions in relation to credit terms.
3.3  Sample size
In the collection of data , there is need of defining the sample size of the population to be used as respondents while carrying out research. In this case, it is wise to use the sample size of 19 respondents of which our sample size will consist of 19 different owners of small businesses in Kiseka market. The 19 respondents will consist of fourteen respondents dealing in the sell of used spare parts and five from those dealing in new spare parts.
Table 2; Showing the composition of the sample size. 

	Category
	Sample size 
	Sample size in percentage.

	Dealers in used spare parts.
	            14
	                  75

	Dealers in new spare parts.
	           5
	                  25

	Total.
	           19
	                  100


The sample size (19) which will be selected by the researcher will have a margin of error 5.0% and confidence 95%. (Research advisors 2006)

3.4  Area of study.
The study is to be carried out in Kiseka market, Kampala district.
3.5  Data sources.
Both primary and secondary sources of data will be used.Primary data is  the data got by the researcher him self for the first time to solve the problem at hand, whereas secondary data refers to ready existing data.

Primary data will be got from questionnaires while secondary data will be got from already existing information.

Primary source.
Primary sources here will include primary data got from personal interviews with the respondents and by self administered questionnaires which will be filled by respondents from Kiseka market.
Secondary source;

Another source of information for this study may be got from secondary sources. Secondary data is data that includes written documents by others such as those published and analyzed by persons and organizations.

This data also includes unpublished information like annual reports strategic plans and minutes.
3.6  Data collection methods.
Questionnaires and observation will be designed and used in data collection.

Questionnaire;

Questionnaires will be designed by the researcher which will include questions to be answered by the respondents. Questionaires will be used to collect data from owners of small businesses in Kiseka market.

Observation;

The researcher will observe the activities of the market vendors that help in the growth and development of small scale businesses.

3.7  Measurement of variables.

The researcher will measure variables in terms of both capital employed and profitability through the use of performance indicators.

Respondents participating in small businesses and gaining from services of micro finance institutions will be asked to find out the effect of microfinance credit terms and the performance of small scale businesses in Kiseka market.
3.8  Data analysis.
After collecting data, it will be sorted out , arranged and scrutinized to check for any inconsistence so as to have an objective of judgment.

Data analysis will be basically quantitative with statistical techniques. This will be done with the use of tables, percentages and frequencies, and computer programs like excel and Microsoft word basing on the research objectives.

3.9  Problems anticipated.
i) Unwillingness of respondents to release information especially with the sensitive data.

ii) The researcher will also encounter the problem of some respondents not being readily available and so causing the researcher to make several visits hence double costs and delay.

iii) The unavailability of the respondents which will increase costs leading to shortage of funds to complete the research.

iv) Time will be limited for the researcher.
3.10 Conclusion.
Small businesses have not been able to grow due to generic problems such as lack of market analysis, low profits. In the light of this microfinance credit can pass an alternative of poverty reduction by supporting small businesses through financing them.

Government should however control and monitor their setting up and operations to ensure minimum exploitation of the citizens because these institutions are set up to support business. This will enhance and encourage credit assessment and in turn lead to poverty reduction. 

CHAPTER FOUR

PRESENTATION, INTERPRETATION AND DISCUSSION OF FINDINGS.
4.0  Introduction.
 This chapter presents the opinions from the respondents using the various tools highlighted in the methodology in chapter three. The interpretation and discussion is based on objectives in chapter three. Frequency tables and some correlation are used to enable ease of interpretation and emphasis of relationship respectively.
4.1  General findings.

The highest number of respondents included both males and females dealing in used and new spare parts. The highest number of respondents dealing in used spare parts was 75% whereas those dealing in new spare parts were 25% as shown in the table below.

The table below shows the category of respondents dealing in different types of spare parts.
Table 3; Category of respondents dealing in different types of spare parts  
	Category/ response 
	Frequency
	Percentage (%)

	Used spare parts
	14
	75

	New spare parts
	5
	25

	Total
	19
	100


Source; primary data.
    [image: image1.emf]A pie chart showing the categories of 

respondents.
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Source; primary data.

Finding about the respondent’s education background.
The researcher found it necessary to find out the respondent’s education background in order not to doubt the respondent’s answers. The study found out that 55% were from secondary level, 20% were from primary level, 10% were from tertiary and 15% from none.
By financing small scale businesses, the micro finance institutions have made a significant contribution to creation of employment levels and also household incomes. 
The table below illustrates the above information/findings.

Table 4: Educational background
	Category
	Frequency
	Percentage

	Secondary
	11
	55

	Primary
	4
	20

	Tertiary
	2
	10

	None
	3
	15

	Total
	19
	100


Source. Primary source.
A BAR GRAPH SHOWING THE EDUCATION BACKGROUND OF THE RESPONDENTS.
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Source; primary data
Findings about the type of business of the respondents.

The researcher found it useful to found out the type of business of the respondents. The researcher found out that 53% of  the respondents were partnership business whereas 47% were sole proprietor. The table below shows the respondents type of business.
Table 5: Type of business of the respondents 
	Type of business
	Frequency
	Percentage

	Partnership
	10
	53

	Sole proprietor
	9
	47

	Total
	19
	100


Source; primary data.

[image: image3.emf]A pie chart showing the type of business of the respondents.
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Findings about the respondents duration in business.

The researcher was interested in finding out the duration of the respondent’s stay in business. The researcher discovered that 7 (37%) had stayed for less than 3 years, 5 (26%) had stayed for a period of 3-7 years and 7 (37%) had stayed in business for more than 7 years.
The table below shows the respondent’s duration in business.
Table 6: Respondents duration in business 
	Number of years
	Frequency
	Percentage

	Less than 3 years
	7
	37

	3-7 years
	5
	26

	More than 7 years
	7
	37

	Total
	19
	100


Source; primary data.
[image: image4.emf]A bar graph showing the number of years worked by the 
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4.2  Findings about micro finance credit terms.
Are repayment terms suited to the needs of customers?

The researcher was interested in finding out whether repayment terms suit the needs of customers. The researcher found that 4 (21%) agreed, 3(15%) strongly agreed, 10(53%) disagree, 2(11%) strongly disagree and 0 not sure.

The table below shows the respondent’s response to repayment terms to their needs. 
Table 7: Response on whether repayments terms suited the needs of customers
	Response
	Frequency
	Percentage

	Agree
	4
	21

	Strongly agree
	3
	15

	Disagree
	10
	53

	Strongly disagree
	2
	11

	Not sure
	0
	0

	Total
	19
	100


Source; primary data
[image: image5.emf]A bar graph showing the respondent's response.
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Does the institution demand collateral security before granting loans?

 The researcher was interested in finding out whether the institutions demand collateral before granting loans. The researcher found out that 14(74%) accepted and 5 (26%) rejected. 
The table below showing the respondent’s response to institutions’ demand for collateral security before granting loans.
Table 8: Response on whether institution demand collateral security before granting loans 
	Response
	Frequency
	Percentage

	Yes
	14
	74

	No
	5
	26

	Total
	19
	100


Source: primary data
[image: image6.emf]A pie chart showing the respondent's response towards 
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Is customers’ capital examined before acquiring credit?

The table below shows the respondents’ response to “is customers’ capital examined before acquiring credit?
Table 9: Response on whether customers’ capital examined before acquiring credit
	Response
	Frequency
	Percentage

	Yes
	5
	26

	No
	14
	74

	Total
	19
	100


Source:primary data

The researcher found out that 5(26%) were examined and 14(74%) were not examined before acquiring credit.
Information on whether the time period within which customers payback appropriate.

The researcher found out 1(5%) accepted that the time period is appropriate and 18(89%) did not accept.
The below shows the time period within which customers payback is appropriate
Table 10: Response on whether the time period within which customers pay back is appropriate 
	Response
	Frequency
	Percentage

	Yes
	1
	5

	No
	18
	95

	Total
	19
	100


Source: primary data.
Do micro finance institutions meet your business needs?

The researcher was interested in finding out whether micro finance institutions meet the needs of the traders and it was found out that 2(11%) accepted and 17(89%) did not accept.
Did the business turnover improve after receiving credit from micro finance institutions?

The findings show that trader’s businesses improved because of the highest percentage of 37% agreed and 32% strongly agreed this shows that traders businesses improved after receiving credit from micro finance institutions. Also 26% disagreed and 5% which is the smallest percentage strongly disagreed. 
The table below shows the results of the findings about business turnover improving after receiving credit from micro finance.  

Table 11: response on whether business turnover improved after receiving credit from micro finance institution 
	Response
	Frequency
	Percentage 

	Strongly agree
	6
	32

	Agree
	7
	37

	Disagree
	5
	26

	Strongly disagree
	1
	5

	Not sure
	0
	0

	Total
	19
	100


Source; primary data.
Do micro finance institutions give advice to traders on how to invest their credit?
The findings shows that 68% received advice from micro finance institutions and this helped them on how to invest their credit. This helped the business to improve as shown in the above question and the percentage of agreement were 37% and strongly agree were 32%.

6(32%) of the respondents revealed that micro finance institutions do not give advise on how to invest their credit given to them. 
The table below shows the respondents response to the above question.
Table 12: Response on whether micro finance institutions give advice to traders on how to invest their credit   
	Response
	Frequency
	Percentage

	Yes
	13
	68

	No
	6
	32

	Total
	19
	100


Source; primary data.
4.3 Findings about small scale businesses.
Do traders invest all the capital borrowed in their businesses?
64% of the total respondents agreed that traders invest all the capital borrowed. This might have been a good advise provided to traders by micro finance institutions because findings show that it contributes 68%. 5(26%) strongly agree, 1(5%) disagree and 1(5%) respondents strongly disagree while 0% are not sure.
The table below shows the respondents response.

Table 13: Response on whether traders invest all the capital borrowed in their business 
	Response
	Frequency
	Percentage

	Agree 
	12
	64

	Strongly agree 
	5
	26

	Disagree
	1
	5

	Strongly disagree
	1
	5

	Not sure
	0
	0

	Total
	19
	100


Source; primary data.  
The relationship between micro finance credit terms and the performance of small scale businesses.
Table 14: shows response on the relationship between micro finance credit terms and the performance of small scale businesses. 
	Response
	Frequency
	Percentage

	Strongly agree
	10
	53

	Agree
	5
	26

	Not sure
	1
	5

	Disagree
	2
	11

	Strongly disagree
	1
	5

	Total
	19
	100


53% of the total respondents agreed that there’s a positive relationship between micro finance credit terms and the performance of small scale businesses. This reveals that small scale businesses have fully gained from micro finance by giving them favorable credit terms. 26% of  the respondents revealed that, it’s not only micro finance credit terms that favours their performance but there are also some other factors that may improve small scale business performance such as favorable rental charges, trustworthiness of the suppliers and the traders. 5% of the respondents are not sure and 11% disagree with the statement.
Pearson’s co-efficient of correlation was used by the researcher to determine the strength of the relationship.

Table 15: shows Pearson’s co-efficient correlation

	Response
	Micro finance credit terms (X)
	Performance  (Y)
	XY
	X2
	Y2

	Strongly agree
	7
	10
	70
	49
	100

	Agree
	8
	5
	40
	64
	25

	Not sure
	1
	1
	1
	1
	1

	Disagree
	2
	2
	4
	4
	4

	Strongly disagree
	1
	1
	1
	1
	1

	Total
	ΣX=19
	ΣY=19
	ΣXY=116
	ΣX2=119
	ΣY2=131


 Source: primary data
Pearson’s co-efficient correlation is represented by the following formula:

  r = n ΣXY - ΣXΣY
          √ (n ΣX2 – (ΣX) 2) (n ΣY2 – (ΣY) 2)

     = 5 (116) – (19X19)
       √ (5 (116) – (19)2) (5(131) – (19)2)

     = 580 - 361
         √ (595 -361) (655 -361)

     =        219
          √ (234) (294)

     =         219
                √  68796
     =           219  
                   262
     =     0.8
Using the rating level of,

0 to -+ 0.3 = weak relationship.

-+ 0.4 to -+ 0.6 = moderate or average relationship

-+ 0.7 to -+ 0.9 = very strong relationship.

   1 = perfect relationship.

From the computation got from Pearson’s co-efficient of correlation, the relationship between micro finance credit terms and the performance of small scale businesses is very strong. 
4.4  Discussion of the findings.
The researcher revealed that the modes of payment and interest rates affect the development of small scale business. The researcher found out that the biggest percentage of the traders pay back the loans on a monthly basis and on weekly basis.

Traders who pay on weekly basis are mostly women. The biggest percentage of women in Kiseka market are in SACCO’s and every week it’s a must to pay a given percentage depending on the loan amount.

This finding is in agreement with  ( Kaheeru, 2005) who found out that women are mostly affected in the informal sector because they were found to have hardships in negotiating deals, Credit facilities in terms of loans, suppliers, even rental charges. 
According to the researcher’s findings about the educational background, the researcher found out that all catergorises of people are involved in business. Levels of education included those who completed primary, secondary, tertiary and those who are illiterates. This finding is in agreement with  Wamasembe (2001) the small scale businesses provide employment opportunities to approximately 90% of the school drop outs , retired and retrenched civil servants, the skilled un employed , women and army veterans.
Findings about whether the business turnover improved after receiving credit from micro finance institution. The findings showed that trader’s businesses improved after receiving credit from micro finance institution with the highest percentage of respondents of 37% agreed and 32% strongly agreed. This is in agreement with  Kasekande and Opondo (2003), the micro finance industry has proved to be a reliable vehicle for financial services to small scale businesses.
The researcher found out that the biggest percentage of traders are in partnership and small percentage are sole proprietor, this is because the rental charges are high and it is not easy to pay rental charges by sole proprietor that is why the biggest percentage combine or work together to over come that problem. This findings are in agreement with Kaheera (2005), the critical decisions such as ground rents and rates were fixed by city or other government agencies without adequate stake holders involvement or consultation. This state of affairs was exacerbated by trader’s lack of knowledge about their rights.
CHAPTER FIVE

SUMMARY OF THE FINDINGS. CONCLUSION AND RECOMMENDATIONS.

5.0  Introduction.
This chapter gives a summary of the major findings, conclusions and what the researcher recommends. The recommendations of the study were derived from the problem under and the exact situation in Kiseka market.

5.1  Summary of the findings.

The topic of the study was micro finance credit terms and the performance of small scale businesses in Kiseka market in Kampala district.

The study examined a number of problems which included; finding out on how credit terms affect the development of small scale businesses, find ways of improving the performance of small scale business enterprises and ways of improving credit terms of micro finance institutions. 
 5.2  How credit terms affect the development of small scale business enterprises.

The researcher revealed that the modes of payment and interest rates affect the development of small scale businesses. The researcher found out that the big percentage of traders pay back the loans on monthly and weekly basis.
Traders who pay on weekly basis are mostly women. The biggest percentage of women in Kiseka market are in SACCO’s and every week it is a must to pay a given percentage or a certain amount depending on the loan amount. This has affected trader’s businesses because traders use the loans to pay back.
According to traders, it is not possible every week to make enough profits because           spare parts business not easy to sell every day or week. This means the borrowers (traders) use the money borrowed to pay back which affects the performance of their              businesses and the payment (pay back) includes interest.
Traders on monthly repayment or monthly basis are affected by interest rates because micro finance institutions according to traders charge high interest rates which affect the performance of their businesses.     

5.3  Ways of improving the performance of small scale businesses.

With reference to the objective that is ways of improving the performance of small scale businesses, the researcher found out that the traders in Kiseka market have formed SACCO called Kiseka market vendor’s SACCO limited which will extend loans to the traders with very low interest rates and simple collateral securities which are; location of traders shop, identity cards and evaluation of traders capital. This will help traders to improve the performance of their businesses because of the low interest rates offered  by this SACCO.
5.4  Suggest ways of improving micro finance credit terms.

The following are the suggested ways of how to improve micro finance credit terms.

Traders suggested that micro finance institutions to provide advisory services before extending credit to them and also traders to know how interest rates are computed and how much they should pay as interest before extending credit to them.

The traders also requested the institutions to lower the interest rates and also lengthen the loan pay back period to enable the traders to be able to meet the repayment terms.

Micro finance institutions should first evaluate the trustworthiness of the traders and ability of the traders to pay the loan extended to them.
5.5 Conclusion.
From the research study findings, micro finance institutions have supported many traders in Kiseka market to increase their working capital thus this has increased their business turnover and business assets.

This has been as a result of extending credit to traders which has significantly improved the performance of their businesses. This observation is further supported by data analysis which revealed that the results were statistically significant. This implied that micro finance institutions have a great impact on the performance of businesses in Kiseka market.  
5.6  Recommendations.
The following are the recommendations which are in my own opinion, if effected should be able to enhance further the performance of traders businesses in Kiseka market.

Micro finance institutions should carry out proper analysis of the traders businesses before setting the repayment terms.

Micro finance institutions should carry out proper evaluation of potential trader’s credit worthiness, capital and capacity should be analyzed before extending credit to them.

They should train traders on how to make profitable investments that can help traders to perform better.   
5.7  Suggestions for further research.

The following are my suggestions for further research.

The impact of loan size on the performance of small scale businesses

The impact of credit terms on profitability of small scale businesses.
References.
Akamiokhor, G.A (1983) ‘’Financing small scale enterprises’’, Central Bank of Nigeria Bulletin, 8(2).

Ekpenyong, D.B. (1982) ‘’ Problems of small businesses and why they fail’’, journal of general studies, Bayero University, Jos, 3(1).

World Bank Africa Economic Issues Conference, held in Nairobi, 4-7 June. 

Ledger, W J(1999-2000), micro finance hand book. An institutional and financial perspective: 3rd edition World Bank Washington DC.

Kulabako, D (2005), An evaluation on the role of micro finance institutions towards the development of small scale enterprises in Kayunga district. Un published, Makerere university. 
Nassimbwa, N (2007), An evaluation on the effect of credit policy management on profitability of a company. Unpublished, Makerere University.
 Charlotte, W (2007), ‘’Lender liability’’ Journal of commercial Bank Lending. Vol 2 no 3. Springer publishers,Netherlands.
Ochieng, E (1998), The Uganda banker, journal of Uganda institute of bankers, vol 4 no 2.

Kakuru, J (2000), Financial decisions and business, 2nd edition, Business publishing group, Kampala.
Balunywa (2011), formulating business plans and proper book keeping to enhance productivity.

QUESTIONAIRE

MAKERERE UNIVERSITY

SELF ADMINISTERED QUESTIONAIRE ON MICRO FINANCE CREDIT TERMS AND PERFORMANCE OF SMALL SCALE BUSINESSES IN KISEKA MARKET.

Dear participant, 

This research questionnaire is prepared for the purpose of obtaining information about micro finance credit terms and the performance of small scale businesses and is purely academic in nature. The information obtained will be treated with a highest degree of confidentiality possible.

PART ONE; please tick where appropriate.

1) Sex

Male

Female

2) Education background
Primary 

Secondary 

Tertiary

 None
3) Nature of business
New spare parts 

Used spare parts

4) Type of business

Partnership 

Sole proprietor

5) Duration in business
Less than 3 years 

5 years

More than 7 years 
PART TWO; EFFECTIVENESS OF CREDIT TERMS

1) Are repayment terms suited to the needs of customers?

Agree 


Strongly agree 

Disagree 

Strongly disagree 

Not sure

2)  Does the institution demand for collateral security before granting loans to its    

customers?
Yes

 No

3) Is the customer’s capital examined before acquiring credit?
Yes

 No

4) Is the time period within which customers pay back their credit appropriate?
Yes

 No

PART THREE; PERFORMANCE OF SMALL SCALE BUSINESSES

1) Do micro finance institutions meet your business needs?

Yes 

No 

2) Did the business turnover improve after receiving credit from micro finance 
institution? 
Agree 


Strongly agree 

Disagree 

Strongly disagree 

Not sure

3) Do micro finance institutions give advice to traders on how to invest the credit extended to them?
Yes 

No 

4) Do traders invest all the capital borrowed in their businesses?
Agree 


Strongly agree 

Disagree 

Strongly disagree 

Not sure

5) Relationship between micro finance credit terms and the performance of small scale businesses.
Agree 


Strongly agree 

Disagree 

Strongly disagree 

Not sure
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