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assets The employment figures are slightly unbalanced due 
to the large number of holding, investment, and property 
companies under "Other Commerce" which employ only two or 
three people to manage their accounts. 

The industry Classification in Table 8 are based upon 
the United Nations Standard Industrial Classification System, 
but it should beemphasized that their accuracy is doubtful 
because of the large number of multi-product firms in the 
sample. The one major difference from the Bosa tabulations 
is that secondary processing industries have been removed from 
the:tAgriculture" sector and included'in "Manufacturing". 
This treatment is justified when the firm is solely engaged 
in processing activities, but is questionable when the activities 
inelüde cultivation as well as 'processing. In general, all 
firms engaged in processing .as well as cultivation have been 
classified under the appropriate processing heading in the 
Manufacturing sector. Thus, the figures for Food Manufacturing 
and Töxtile Manufacturing appear inordinaiely large because 
of the inclusion of coffee processors and cotton ginners 
respectively. The Classification Chemicals and Chemical P 
Products includes a high proportion of oil miliers, and the 
Transport Equipment sector is wholly made up of garages engaged 
in vehicle repairs. 

The location statistics in Table 7 show the very heavy 
predominance of large-scale _ se in Buganda and Eastern 
provinces, and especially in Kampala and Jinja. The gross 
population figures should be treated with caution since many 
firms list the address of their Kampala auditors or Company 
secretaries, resülting in an ov.erstatement.of the Kampala -
figures' 

The figures for date of establishment/ißowc'a1lu^prisingly 
low percentage of firms founded in the 1950's. However, this 
malproportion may be corrected after additional tabulation 
of results. The National Origin of Owners shown in Table 5 
conforms closely with the gross population figures of 3% 
African, 68% Asian, 8% European and 20% Mixed. The figures 
in Table 6 show the very high proportion of family owned 
businesses, even ajnong large-scale enterprises, and it is 
interesting to riote that 90% of the sample members were 
founded by the present owners rather than being purchesed 
from someone eise. 

3. RELATIONSHIPS WITH COMMERCIAL BANKS 
One of the objectives of this survey is to determine 

whether there really is a shortage of funds for large-scale 
enterprise, and, if such a shortage exists, whether it is a 
primary factor preventing the expansion of new investment in 
Uganda. The availability of funds must be considered fi st 
in the short term and then in the long term, and separate 
conclusiohs will bereaohed. ...Eirs±,"it appoärs 'from'responses 
täbulated to.date that-busine&smen,are finding it ihcreasingly 
difficult toöbtain Short term funds from commercial banks (See 
Table 18). hen asked if they had failed to obtain funds from 
their bank since 1960, 28% of the respondents answered in the 
affirmative and the majority stated that they had been refused 
durin^ the past two years. The same percentage Said that 
their°present overdraft arrangements were less than what they 
requested, and 20% stated that they had suffered from bank 
credit squeeezes at some time since i960. Six members of the 
sample, or 12%, changed banks during theperiod, and four 





unable to buy cotton peed in bulk at the lowest seasonal price 
because of inadequate funds to carry large stocks. 

In support of the contention that cxtraneous factors may 
be more important than a shortage of funds, it is worth noting 
that only three respondents mentionea a shortage of funds as 
a major factor preventing the expansion of their businesses, 
and only five stated that they had been obliged to refrain 
from increasing their Operations because of a shortage of funds. 

In the long term lending field it is a frequently heard 
complaint that banks should provide mortgage finance (as they 
did in the 1950's) for building construction and long term 
capital expenditure, The cessation of mortgage lending by 
Building Societies, combined with the cautious approach of 
Insurance Companies and the unavailability of bank funds, has 
left a significant gap in the long term credit structure*which 
definitely needs to be filled. The commercial banks are hardly 
in aposition to rcmedy this need as long as they remain overlent 
and are unable to satisfy the demand for Short term funds, and 
until the level of deposits can be raised by encouraging greater 
saving on the part of individuals, there is little chance that 
banks will be able to alleviate the shortage. It is possible 
that, in order to raise deposits, the banks could pay"interest 
on ordinary deposit accounts and require businesses to keep a 
minimum average balance equal to a certain percentage of their 
maximum overdraft limit (or their average overdraft outstanding) 
but judging from the response to a question on this subject, the 
reaction of busineemen would be highly unfavourable. The 
possibility of raising business deposits in any other manner 
appears unpromising since only 11 members of the sample (or 22%) 
were not borrowing on overdraft basis, and only 8 stated that 
they would place surplus funds on deposit with their bank. 
(See Table 2 below) 

TABLE 2 

USES OE SHORT TERM SURPLUS BUNDS 

U S E S NUMBER OB 
EIRMS 

'Reduce bank overdraft 28 
Commercial bank deposits 8 
Commercial bank fixed deposits 6 
Building Society deposits 
G-overnment securities 13 
Private fixed interest securities 5 
Commercial bills 
Deposits with other companies 3 
Moneylend ing 
Other investments 2 

2. The first question was an open ended question asking ""hat 
do you consider to be the most important factors preventing 
the expansion of your business?" The second question was 
more specific in asking "Have the Problems of raising money 
outside the firm ever caused you to decido against increasing 
-H-.C 1 mrol nf nnfiTfltidlS? " 



It seems fairly clear that there is a shortage of long term 
funds for capital expenditure, and this impression is supported 
by the response of 10 out of 28 firms who stated that a shortage 
of externa! funds had caussd them to postpone planned capital 
expenditure which they would ötherwise have undertakenc 

Finally, it has been suggested that banks should be more 
liberal in their security requirements, and from the Information 
obtained it does seem difficult to justify the low overdraft/ 
security ratio» In Table 12, it can be seen that 13 out of 18 
respondents (or 72%) were getting overdrafts amounting to less 
than 60% of the security pledged, and 9 (or 50%) were getting 
less than 40% of their security. In the opinion of 11 out of 
27 respondents, it was feit that the security required by banks 
was excessive. Another question designed to find out whether 
businessmen had other assets available as security for new 
borrowing was inconclusive, but several respondents mentioned 
difficulties in getting banks to release security to other 
lenders. If it should be the case that firms are Short of 
pledgeable assets, then it seems that banks should be more 
generous in lending against existing security, or eise less 
demanding in their security requirements. At least one respondent 
complained that banks will no longer lend against leasehold assets, 
and several others thought that the overdraft/security ratio 
should approach 80% of the value of pledged fixed assots. From 
the banks' point of view, it is possible that the current explosion 
in property values has caused them to exercise caution in their 
valuntion of property which is offered as security, but most 
mortgages are based on the cost rather than the market value of 
the property and are therefore very cons'orvatively valued. It 
seems that security requirements should be less strlngent than 
they currently are, and that banks should be more Willing to 
release security to other lenders. 

6. RELATIONSHIPS WITH OTHER FINANCIAL INSTITUTION 
The unavailability of long term funds from banks emphsizes 

i:he need for alternative sources of long term finance. If the 
firm is not to depend on its own resources, it can obtain 
medium and long term funds from several outside sources, among 
them th e development corporations, insurance companies, hire 
purchasc companies, moneylenders, and various foreign sources. 
l'he development corporations include the finance and development 
corporations of the three major British banks, the East African 
Industrial Promotion Services (Uganda) Ltd., the Uganda 
Development Corporation Ltd., and the recently formed Development 
Finance Company of Uganda Ltd. The experience of sample members 
with these six companies is shown in Table 14- Thirteen respondents 
ma.de a total of sixteen applications, of which ten were approved, 
five rejected and one withdrawn. Thirty-six firms said that they 
had not applied to a development corporation, and twenty-five of 
of these stated that their own funds or bank facilities were 
adequate for long term needs. Seven more said that long term 
funds were inapplicable to their business, one avoided development 
corporations because the application procedure was too long and 
complicated, and two expressed the opinioii that development 
corporations were not interested in financing small projects. The 
largest number of suggestions for improvements in lending procedure 
stressed the slow handling of applications and the excessive 
detail required in project reports. It was also suggested that 
repayment periods were too Short (See Table 16), that grace 
periods were inadequate, and that interest should not be charged 
during the grace period. Several firms implied their reticence 
to deal with'U.D•C. or D.F.C.U. because these corporations insist 
on equity partieipations or, alternatively, on a varying degree 





TABLE 5 
STRUCTURE OF THE FIRM 

Numher of Percentage 
Firms of Total 

Registered 
Private Company 43 88 
Registered 
Public Company 6 12 

Total 49 100 

TABLE * 
DATE OF ESTABLISHMENT 

Date of Number of Percentage 
Establishment Firms of Total 

1909 - 1909 0 ! 1 
1910 - 1919 2 4 
1920 - 1929 4 8 
1930 - 1939 1 2 
1940 - 1949 16 33 
1950 - 1959 14 29 
1960 - 1966 12 24 
Total 49 i_ . .„.10° 1 

TAB IE 5 
NATIONAL ORIGIN OF QWNERS. 

National Origin Number of Firms Percentage of 
Total 

African 3 6 
Asian 34 ! 70 
European 6 12 
Mixed 

6 
12 

Total 49 100 

TABLE fi 
RELATIONSHIP OF OWNERS 

Relationship Number of Firms Percentage 
i | of Total l | Same Family j 29 59 1 
e Not related 
• 

! 20 J 1 
jj Total | 49 1 J _ . — 1 100 















TABLE 14. 

APPLICATIONS TO NON-BANK FINANCIAL INSTITUTIONS 
Nuniber of Firms 

Type of Institutions Application made -1- Application approved Received amount 
requested 

Repayment 
difficulties 

. . . . 

Yes % No Yes No Y/ithdrew Yes % No Yes % No 

Development Corporation 13 26.5 36 10 63 5 1 7 70 3 2 33 4 
Insurance Company 8 16.3 41 3 43 3 1 2 100 - - 0 3 
Building Society 1 2.1 46 - 0 - 1 - - -- « 

-

Hire Purchase Company 6 12.5 42 5 100 - - 4 100 0 5 
Moneylender 1 2.0 48 - 0 - 1 - - - - - -

Friends or relatives 2 7.4 25 1 100 - - - - - Ä. _ _ 

Foreign Supplier 9 19.1 38 9 90 
-- 1 7 100 1 17 6 

Confirming house 8 16.7 39 7 88 1 - 7 100 1 17 6 
Other Foreign 13 27.7 34 ' 8 89 1 - 6 100 - -- 0 5 
Other Institutions - - 2 100 - -

TOTAL - 75 - 45 10 5 33 92 3 4 12 29 

1. Percentage calculations are based on the number of affirmative answers out of the total number of 
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