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EXECUTIVE SUMMARY

The Ministry of Finance, Planning and Economic Development (MoFPE(D)fimancial support

from the Danish International Development Agency (DANIDA) undemRbeal Financial Services
Component (RFSC) conducted the first comprehensive national survelyeomicrofinance

institutions (MFIs) in Uganda in 2001/2002 to establish the extent tchwhicrofinance services
are spread in the country. This information, however, had become alitdata result, in October,
2005, the MoFPED presented a concept paper to a meeting of stakeholdgganda’'s

microfinance sector, proposing to conduct a census of Tier 4 MFet©uiThe proposal was
accepted and in 2006, the MoFPED and the Department for Internatiemalopment (DFID)’s

Financial Sector Deepening Project, and a group of other stakeholders carriezlcantgus.

A total of 1263 institutional outlets (headquarters and branches) egvalli districts in Uganda
were found of which 1207 were found active or eligib@f the eligible outlets,

676 (56%) were Savings and Credit Cooperatives (SACCOs) (Tier 4);

104 (8.6%) were private companies (Tier 4);

73 (6.1%) were NGOs (Tier 4);

52 (4.3%) were Sub-County Integrated Development Associations (SIDAS) (Tier 4);
97 (8%) were Micro Finance Deposit Taking Institutions (MDIs) (Tier 3);

38 (3.1%) were credit institutions (Tier 2); and

168 (13.9%) were commercial banks (Tier 1).

The Central and Western regions account for 879 (72.8%) of allliheles institutional outlets.
The Eastern region accounts for 221 (18.3%) while the Northern region accounts for 107 (8.9%).

The total number of reported loans outstanding from SACCOs and oterd MFIs as of
December 31, 2005, was 272,637, which is inferior to the total number of loastandirig
(339,170) with the regulated sector (commercial banks, credit instisudind MDIs) as of June 30,
2006.

The total number of clients with deposits with SACCOs and otrerdTMFIs as of December 31,
2005, was 389,479, which is also inferior to the total number of clientsdgposits (2,161,274)
with the regulated sector as of June 30, 2006.

In 2005, commercial banks disbursed UGX765,315.488 million or 68.5% of all dishuradls
combined outstanding loan portfolio of UGX800,321.29 million or 76.6%, total savings of
UGX980,966.918 or 90.6% million, and share capital of UGX199,104.443 million or 77.1%. MDIs
disbursed UGX167,995.268 million or 15% of the total, and had share capitalXf1838.412
million or 6.9% while credit institutions had an outstanding loan portili/GX83,944.994 or
million or 8.0 and value of savings of UGX 32,859.172 million or 2.9%. SACCOwidied less
than UGX53,860. 073 million in 2005 or less than 5%, and had a loan portfolio of UGA3T5
million or 2.9%.

! In this study an eligible SACCO outlet refers toaative SACCO outlet that meets criteria outlifredub-section 2.1
(Phase II) of this report.
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The highest percentage of the districts (17 or 21%) in Uganda B&8AZZCO outlets, 15 districts
(18%) had 6-10 SACCO outlets and 12 districts (15%) had more tham fotekets. 12 (15%) of
the districts in Uganda have no active SACCO and 11 (14%) had only one SACCO each.

Surveyed institutions employed a total of 8771 people, with commdyaigts employing the
majority (43%), followed by SACCOs (25%), MDIs (14%) and Companies (8%).

The SACCOs, NGOs and SIDAs mostly depend on concessionary loahsah capital while
companies rely on commercial loans. All institutional types depemgtamts and other sources to
finance their businesses.

The majority of SACCOs (58%), 58% of companies, 61% of NGOs, 58% aheorcial banks and
all MDls use both individual and group lending methodologies. The majé6d86) of SIDAs and
67% of credit institutions employ individual lending.

Nearly 50% of SACCOs, 60% of Companies, 72% of NGOs and 95% ofsSthArge average
monthly nominal interest flat rate of between 2-3%. The overatbgeeinterest rate for institutions
charging “flat” interest is 4% for SACCOs and companies wiieoverall average lowest “flat”
rate reported is 2% for Credit Institutions and Commercial BaNBs Flat rate calculations are
typically 60-70% more expensive for consumers than declining balalcglations of the same
nominal rate.

All commercial banks reported calculating interest using thénieg balance method, and none
charges more than 2% per month. The average rate for those SAaL0lating interest on the
declining balance is 4% while it is 4% for companies, 4% for NGId 3% for SIDAs. 48% of

SACCOs, 36% of companies, 68% of NGOs and about one half of SIDAs bdrratesbetween

0-2 percent per annum while all commercial banks borrow at between 5-10%.

Most SACCOs (52%), Companies (60%), NGOs (84%) and 58% of SIDAsveasgige monthly
nominal interest rates of 0-1 percent on deposits with an average ofat.3%CCOs and 1.4% for
Credit Institutions.

The majority of institutions surveyed made profits as at the etdtbf 2004 and 2005. However,
19% of SACCOs, 15% of companies, 29% of NGOs and 19% of SIDAs made losses in 2005.

The majority of institutions reported that they had competition fotimer institutions in their area,
with SACCOs indicating the highest rate of competition (82%).

Over three-quarters of Tier 4 institutions surveyed reported ibgtused external audit firms. An
additional 17% of SACCOs said they were audited by the District Commef@iziO

Recommendations:

Establish why fewer active MFIs are located in some parthe country and design a
demand-driven strategy to improve the availability of financiavises, giving particular

attention to the 12 districts found to have no SACCO outlet.

Establish why SACCOs and Companies charge the highest lendesypat month, on

average, and the implications of this for bma baggagawalprogramme.

Design standards for record keeping, financial reporting and auditing forethé MFIs.
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Consider focusing more on the regulated financial sector for a fastersexpafnoutreach.
Establish the magnitude of loans extended to the agricultural sector and sus-sector
- Learn lessons from this census to improve designing and execution of similar futlies.s
CHAPTER ONE: INTRODUCTION

1.1 Background to the Study

The Ministry of Finance, Planning and Economic Development (MOFR#tD)financial support
from the Danish International Development Agency (DANIDA) undemRbeal Financial Services
Component (RFSC) conducted the first comprehensive national survelyeomicrofinance
institutions (MFIs) in Uganda in 2001/2002 to establish the extent tchwhicrofinance services
are spread in the country. A digitized map was then produced reipdiat certain areas in the
country had limited outreach of microfinance services, a MicroieaOutreach Plan (MOP) was
designed, and the government’s overall rural development strategpuvas place. With the
passage of time, however, the information needed to be updated.

In October 2005, MOFPED presented a concept paper to a meetirakelidtlers in Uganda’s
microfinance sector at the Fairway Hotel, Kampala, proposingriduct a census of Tier 4 MFI
outlets. This was followed by a specific request to the UKpddenent for International
Development (DFID) Financial Sector Deepening Project Uganda WYFS&8mong others, to
support the initiative. In 2006, (DFID) of the UK government through theUF8@reed to provide
financial and technical support to conduct the census. The agreemefdrmatzed through a
Letter of Mutual Understanding (LMU) signed with Micro and Sntahterprise Policy Unit
(MSEPU) of the MOFPED in February, 2006.

To implement the census, a Database Coordination Committee (D@€)s&t up under the
chairpersonship of MOFPED, which in turn delegated the routine cotaifira the project to the
FSDU Research Coordinator, assisted by six national supervisors sélettedDCC.

1.2  Objectives of the Census

The main objective of the census was to update the Microfinancea@btMap to inform policy
making, implementation and evaluation in the microfinance industry in Uganda.

The specific objectives were to:
- establish the geographical distribution of MFIs by institutional type;
establish the extent of outreach and financial performance based on basiolgdicat
gather information about governance, affiliations, and institutioradtiges, including sources
of funding;
establish the extent of competition and information exchange; and
update the digitized MFI map and design a database using information from the census.

1.3  The Scope of the Study

The census covered all the 70 districts existing in Uganda abhtaef the fieldwork. All identified
eligible MFIs were counted. For an MFI to be eligible for thescs, it had to fulfill the following
conditions: i) Be a legal entity in Uganda, ii) Operate eadly identifiable and fixed premises, and
iii) Provide financial services at least once a week. et was conducted between June 20 and
August 20, 2006. In order to have a more complete picture of financiideselelivery, some data
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were also collected from commercial banks, credit institutiows Microfinance Deposit Taking
Institutions (MDIs).

CHAPTER TWO: METHODOLOGY

This chaptercovers the design and implementation of the census as well aprde¢ssing and
analysis.

2.1  Study Design
The census was designed and implemented in six phases as follows:
Phase I: Listing Tier 4 MFI Ouitlets:

The MFIs and their branches were listed based on information gdtirem: the Micro and Small
Enterprise Policy Unit (MSEPU) of MOFPED; the AssociationMitrofinance Institutions of
Uganda (AMFIU); the Ministry of Tourism, Trade and Industry (M) Tthe National Non-
governmental Organisations (NGO) Board; Mengo Chief Magessratourt; the eleven Private
Sector Development/Promotion Centres and Companies (P$D&g), District Headquarters and
Sub-county Headquarters. The FSDU Research Coordinator and the national sigoeowgpiled a
list of MFI outlets from MSEPU, AMFIU, MTTI, the National NGBoard, and Mengo Chief
Migrate’s Court after which the outlets were categorize®81pCs, districts and where possible by
sub-counties. The complied list was then sent to the PSDCs who first reconwiliedtineir records
after which the PSDCs proceeded to do the same with the District and Sub-coamdy &iers.

After compiling the lists of MFI outlets from the national levdown to the sub-county
headquarters, the PSDCs transmitted the lists to FSDU whiciniriransmitted them to Makerere
University Institute of Environment and Natural Resources (MUIENR) fpping.

Phase II: Mapping Tier 4 MFI Outlets:

The MFI outlets were mapped using Global Positioning SystemsS)(@Bvices. A team of
geographers followed up on every listed MFI to:

i.  Establish whether or not the MFI outlet was operational in fixet cearly identifiable
premises, and providing financial services at least once a week; and

i) Record the geographical coordinates of the MFI outlet. The GPS dedmates a
location using coordinates by triangulating information sent by a group dfteatel

2 Acholi Private Sector Development Company LimitgdCH), Ankole Private Sector Promotion Centre Ligoit
(APR), Centre for Private Sector Development Lichif€EN), Eastern Private Sector Development Celirated
(EPSE), Karamoja Private Sector Development Pramo€entre (KAR), Kigezi Private Sector Promotionn€e
Limited (KZ), Mid-North Private Sector Developme@ompany Limited (MN), Private Sector Development an
Consultancy Centre (PRI), South Eastern PrivateaoBderomotion Enterprise Limited (SEP), Teso Pev&ector
Development Centre Limited (TESO), and West Nilwdte Sector Development Promotion Centre LimitatNj.
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Mapping assistants at MUIENR mapped the MFIs and each covered at edstttwets. For one to
be recruited as a mapping assistant, the candidate was requhradetdived and worked in the
region assigned to be covered. Before deployment, the mappingrassigtae trained on how to
use the GPS device and received a briefing from the FSDUaR&s€oordinator on what Tier 4
MFIs are, the objectives of the assignment, and the expected outputs.

Phase IlII: Designing the Questionnaire and Collecting data from Tier 4 Ml outlets:

The FSDU Research Coordinator designed a six-page questionnaire (Appendix A) through an
iterative, consultative process with significant input from the Uganda Burésiatistics (UBOS).
The questionnaire was pre-tested, reviewed and approved by the Database Cooidorathittee
before being duplicated and sent to the PSDCs.

Phase IV:  Collecting data from the regulated financial institutions usng the questionnaire
adapted from Phase lII.

Phase V: Data processing, Analysis and Report writing.

Phase VI:  Updating the Outreach Map.

2.2 Data Collection methods and Supervision
2.2.1 Data Collection methods

Recruited and trained research assistants administeredusgdiajuestionnaires to the Chief
Executive Officers of the MFIs or their representatives.

2.2.2 Supervision
Supervision was carried out at the following levels:

1. National and FSDU level:By officials from MOFPED/MSEPU, Association of Micro
Finance Institutions of Uganda (AMFIU), Micro Finance Outreach Plan (V&) FSDU.

2. Regional level:By officials from the firms contracted to conduct the field kyan most

cases, the PSDCs. When the PSDCs were the contracots, thesfiddicce Officers were the

designated Regional Supervisors.

2.3 Quality Control measures

The measures designed for quality assurance included the following:

) The questionnaire was developed through a consultative process evastpd after a one-
day training of research assistants, and reviewed by FSptesented by the Research
Coordinator and UBOS represented by Mr. Vincent Ssennono.

i) A Manual for Data Collection was prepared with guidance from UBOS;
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i) A two-day training in which UBOS played a key role wagjanized for the National and
Regional Supervisors to prepare them to:

. Train research assistants
. Supervise data collection

iv) A two-day training was organized for all research assistantgianed levels;

V) Data collection was supervised by the National Census CoordiNgbonal Supervisors,
Regional Supervisors, and the FSDU Manager. Supervisors and FSDU cdndpote
checks; and

Vi) 15% of the administered questionnaires were back-checked.

24 Data Processing, Analysis and Report writing

Data processing and analysis involved:

) Editing and conducting callbacks;
i) Developing a coding manual;
i) Coding;

iv) Designing a template or data entry screen,;
V) Data entry and cleaning; and

vi) Generating tables, graphs, and pie charts.



CHAPTER THREE:

3.1

Geographical Distribution of Financial Institutions by Institutional Type

FINDINGS, CHALLENGES AND LIMITATION S

3.1.1 The Distribution of the outlets of Financial Institutions in Uganda by Institutional Types and

the Traditional Administrative Regions

Table 3.1a below shows the number of both active and non-active institugipealand outlets by
district. This study tracks outlet&hich can be stand-alone institutions or branches of an institution.
A total of 1208 active outlets from 818 financial institutions (i.e. 7@2 4 MFls, 4 MDIs, 7 Credit
Institutions and 15 Commercial Banks) was established of which 676 (b&v@% active or
eligible outlets of SACCO's 104 (8.6%) were companies, 73 (6.1%) were NGOs, 52 (4.3%) were
SIDAs, 97 (8.0%) were MDIs, 38 (3.1%) were credit institutions, and (&89%) were
commercial banks. 56 financial institutions were found inactive. Takk gives a summary of the
active financial institutions by institutional types and theditranal administrative regions
(Appendix B is the outreach map). The Central and Western regoaosint for 880 (72.9%) of all

the eligible institutional outlets. The Eastern region account@Ztr(18.3%) while the Northern
region has 107 (8.9%). Table 3.1b gives a summary of the active financialtiositoy MFI Tiers,
Non-MFlIs, and the traditional administrative regions. Most of the AFI| outlets are located in
Western region. The majority of the outlets of the other Tiers are locateel @entral region.

Table 3.1a

and the Traditional Administrative Regions of Uganda

The Distribution of the active outlets of Finadial Institutions by Institutional Types

The Traditional Administrative Regions of Uganda

Total number

Institutional Types Central Eastern Northern Western and overall %
No. % No. % No. % No. % No. %
Active SACCOs 177| 26.2 136| 20.1 60 8.9 303 | 44.8 676| 56.0
Companies 38| 36.5 13| 125 9 8.7 44| 423 104 8.6
NGOs 39| 534 13| 17.8 5 6.8 16| 21.9 73 6.0
SIDAs 0 0.0 0 0.0 0 0.0 52 100 52 4.3
MDIs 41| 423 24| 247 10| 10.3 22| 227 97 8.0
Credit Institutions 24| 63.2 5 13.2 5 13.2 4 10.5 38 3.1
Banks 90| 53.6 30| 17.9 18| 107 30| 17.9 168 13.9
Total number and 409| 33.9 221 18.3 oy 8 471 39.0 1208 100
overall percentage 100 100 100 100 100
Table 3.1b The Distribution of the active outlets of Financialnstitutions by MFI Tiers, non-MFls,
and the Traditional Administrative Regions of Uganda
The Traditional Administrative Regions of Uganda Total number

Institutional Types Central Eastern Northern Western and overall %

No. % No. % No. % No. % No. %
Tier 4 MFls 254 28.1| 162 17.9 74 8.2| 415| 459 905 74.9
MDIs 41 42.3 24 24.7 10| 103 22 22.7 97 8.0
Tier 2 MFls 17 54.8 5 16.1 5| 16.1 4 12.9 31 2.6
Tier 1 MFls 10 38.5 4 15.4 4| 154 8 30.8 26 2.2
Non-MFls 87 58.4 26 17.4 14 9.4 22 14.8 149 12.3
Total number and
overall percentage 409 33.9 221 18.3 107 8.9 471 39.0 1208 10D

% See footnote in Executive Summary.



3.1.2 The Distribution of the outlets of Financial Institutionsby Districts and Institutional
Types

Table 3.2 and Appendix Al show the extent to which the outlets of finamsadutions are
distributed by districts and institutional types. As this repdrbeing drafted (July 2007) twelve
(15%) of the 80 districts currently in Uganda do not have any a8#@CO outlet and 23 (29%)
of the 80 districts have none or only one active SACCO outlet, wheansthat 11 (14%) of the
districts have only one active SACCO outlet. Sub-County Integratedidpevent Associations
(SIDAs) and Credit Institutions are not widespread in most dstiith only 5 (6%) of the districts
having SIDAS and 21 (26%) districts having outlets of credit institutions. (Mafthe SIDAs are
reported to be registering as SACCOs.) 48 (60%) of all theatisshave at least one outlet of a
commercial bank Table A2 appended shows the extent of the distribution of outldisanicial
institutions by sub-counties.

Table 3.2 Number of Districts with the indicated numberof outlets of Financial Institutions by
Institutional Types

Districts with the indicated outlets of Financial Insttutions by
Institutional Types
0 <2 <6 <11 <16 >15

Institutional Types No. % | No. % | No. % | No. % | No. % | No. %
Active SACCOs 12| 15.0] 23|29.0] 40|50.0] 54|68.0]f 68|85.0| 12| 15.0
Non-SACCO Tier 4 MFlIs 33| 41| 45| 56| 72| 90| 79| 99| 79| 99 1 1
SIDAs 75| 94| 75| 94| 76| 95| 78| 98| 79| 99 1 1
MDIs 36| 45| 55| 69| 79| 99| 79| 99| 79| 99 1 1
Credit Institutions 59| 74| 76| 95| 79| 99| 79| 99| 79| 99 1 1
Banks 32| 40| 53| 66| 76| 95| 79| 99| 79| 99 1 1
No. of districts, including newones| 80| 80 |80 |80 |80 |80 |80 |80 |80 |80 |80 |80

Figure 3.1 specifically illustrates the distribution of therditgt by eligible SACCO outlets. From
the Figure, it can be seen that 12 (15%) of the districts have no eligible SACIECandtl11 (14%)

of the districts have only one SACCO outlet each. Most of thaalss{d7 or 20.9% districts) have
between 2-5 SACCO outlets while 15 (18.5%) of the districts haveSATXLO outlets, 13 (16%)
districts have between 11-15 SACCO outlets, and 12 (15%) of the 8@tdisve more than 15
SACCO outlets each.

* The twelve Districts with no SACCO are Amuru, BkdaBududa, Bukedea, Butaleja, Dokolo, Lyatonde,
Maracha/Terego, Moyo, Nakapiripirit, Namutumba, &yhm.

® The districts in which the census located SIDAsHoima, Kabarole, Kamwenge, Kibaale, and KyenjbiB: If a
SIDA had registered as a SACCO at the time of #@msas, it was counted as a SACCO.

® Those districts ndtaving a commercial bank outlet at the time of@e®sus are Abim, Amuria, Amuru, Budaka,
Bududa, Bukedea, Bukwo, Buliisa, Butaleja, Dokd$ingiro, Kaabong, Kaberamaido, Kaliro, Katakwi, hédwa,
Maracha/Terego, Mayuge, Moyo, Nakapiripirit, Nammha, Oyam, Pader, Sembabule, Sironko, and Yumbe.
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Figure 3.1  Percentage distribution of districts by the numbeof Eligible SACCO outlets
(n=676) at the time of the census
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3.1.3 The Distribution of outlets of Financial Institutions by PSDCs andristitutional Types

Table 3.3 shows the distribution of the outlets of financial institutipn®SDCs and institutional
types. CEN has the largest concentration of outlets with 401 (33.2%jspddlllowed by PRI and
APR with 201 (16.6%) outlets and 172 (14.2%) outlets respectively. Thefrédsee PSDCs have
under them less than 10% of the outlets of financial institutiotts KAR having the least (9 or
0.8% outlets). The active institutional types found in KAR are banks and SACCOs.

Table 3.3 The Distribution of the outlets of Financial Insitutions in Uganda by Institutional

Types and Private Sector Development/Promotion Centres and Compasi (PSDCs)

PSDCs
ACH’ | APR CEN EPSE| KAR| KZ| MN PRI SEP TESOD WN| TOT

Institutional NO.
Types % % % % % | % % % % % %
Active SACCOs 2.4 19.2 25.2 6.7 1.0 81 5|5 15.1 10.8 R.7 3.4676
NONSACCO 177
Tier 4 MFls 3.4 11.3 43.5 7.3 0.0 62 3|4 15.3 4.5 .8 2.3
SIDAs 0.0 0.0 0.0 0.Q 0.0 0. 00 100.0 0.0 D.0 0.0 52
MDIs 0.0 9.3 41.2, 7.2 0.0 5p 62 7.2 14.4 3.1 6.2 97
Credit
Institutions 5.3 2.6 63.2 7.9 0.0 2p 2|6 5.3 4.6 2.6 5.3 38
Banks 1.8 7.1 53.6) 7.1 1.1 3p 3|0 6/.6 8.3 2.4 5.4168
Total (Number) 27 172 401 80 g 78 5b 201 110 B1 441208
Overall (%) 2.4 14.2 33.2 6.6 0.8 65 4|6 16.6 9.1 P.6 3.6100

" See Abbreviations page




3.1.4 The Distribution of Institutional types by Headquarters and Branches, Status of

ownership of premises and Number of employees

Table 3.4 presents the findings on the number of headquarters, the noimib@nches, the

ownership status of the premises in which the financial institsitare operating, and the number of

people employed by the financial institutions. Out of 676 outletstofeaSACCOs, 229 outlets of
Non-SACCO Tier 4 MFI, 97 outlets of MDIs, 38 outlets of creditiingons, and 168 outlets of
commercial banks, 46 (6.8%), 67 (29.3%), 93 (95.9%), 31 (81.6%) and 153 (91lel%n@aches
respectively. This indicates that most of the outlets of banks,tdreditutions and MDIs are
branches, with SACCOs having the least number of branches.

Financial institutions surveyed were placed in one of three casgaccording to the ownership
status of the premises: owned, rented and donated. As shown in T&bilkee3proportion of the
outlets operating in owned property is highest in commercial bak$3%5%) and lowest in
MDIs, 8 (8.1%). Table 3.4 also indicates that the total number of @eopployed by the financial
institutions covered is 8771 with commercial banks, SACCOs, MDIs, anGAQCO Tier 4 MFls

employing 3,749 (42.7%), 2,189 (24.9%), 1,221 (13.9%) and 1,412 (16.1%) respectively. The
regulated financial institutions have over 65% of the people employed in the sector.

Table 3.4

Distribution of Institutional types by Headquarters, Banches, Status of

ownership of premises operating in & Number (No.) of employees at thine of the census

)

Eligible Headquarters and Branches Ownership of the premises the MR$ operating in
Institutional No. (%) No (%) No. (%) No. %) No (%) No. (% ) of
Type operating in | operating | operating in | employees
own in rented donated

property property property
SACCOs (n=676) 630 (93.2) 46 (6.8) 106 (16.9 44) 80 (12.7) 2,189 (24.9
Non-SACCO Tier
4 MFIs (n=229) 162 (70.7) 67 (29.3) 34 (14.9) 148 (64.6) 47 (20.5) 1,412 (16.1)
MDIs(n =97) 4(4.1) 93 (95.9) 8(8.1) 88 (90.8) 111() 1,221 (13.9)
Credit Institutions 7 (18.4) 31 (81.6) 4 (11.4) 33 (88.6) - 180 (2.1
(n=38)
Banks (n=168) 15 (8.9) 153 (91.1 56 (33.5) 112556 3,749 (42.7)
Total (Number) 8771

3.2

3.2.1 Number of client&

Of the financial institutions that responded shown in Table 3.5a, conafnesoks have the highest
number of clients for the two years studied, that is, 961,817 clie@@0#h and 1,093,041 in 2005,
followed by MDIs with 313,371 clients in 2005 and 336,261 in 2004, followed by SAQOOSs
245,796 clients in 2005, credit institutions with 170,500 clients in 2005, compaitie424,128
clients in 2005, and NGOs with 97, 206 clients in 2005. SIDAs have tsenember of clients in
both years studied. Table 3.5b indicates the number of clients and therrafrsbeings accounts
by MF Tiers and non-MFls. Tier 2 MFIs include Commercial fdimance Ltd and PostBank (U)

Outreach of Financial Institutions in Uganda

8n this report, clients are persons or entitigs groups receiving financial services from a ficiahinstitution.
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Ltd while the unique Tier 1 MFI is Centenary Bank. It is notewottiat in 2004, the number of
clients of Centenary alone was more than that of all the M@1isbined plus the total of all the Tier
4 MFIs. The same is more or less the case in 2005.

3.2.2 Clients with saving accounts

Of the financial institutions that responded, again commercial bankstha highest number of
clients with savings accounts for the two years studied and Shadsg the least for the same
period (See Table 3.5a and b for the number of clients with savingsrasg: The total number of
clients with deposits with all the SACCOs and other Tier 49vis of December 31, 2005, was
488,442, much less than the total number of clients with deposits (2,161,274hevitbgulated
financial sector (commercial banks, credit institutions and MB$spf June 30, 2006. Table 3.5b
indicates the number of clients with savings accounts by MF$ Bied non-MFIs. As mentioned in
sub-section 3.2.1, Centenary Bank has a preeminent position in the sector.

Table 3.5a Institutional Types by Number of registered sharehokts, Number of clients
and Number of clients with saving accounts as at the census period and 30 JuP@06

No. of registered| Total No. of Clients (savers| Number of Clients with Number of

shareholders as at or borrowers or both) for savings Accounts for the savings
Institutional the census period the year | year- Accounts™
Types 2004 2005 2004 2005 30 June, 2006
SACCOs 278,964 192,307 245,796 159,351 219
Companies 86,888 124,124 73,916 101,8
NGOs 64.297 97,206 38,148 49,8
SIDAs 19,008 21,312 15,97)7 17,9
MDIs 336,261 313,371 241,450 233,4P3 306,731
Credit
Institutions 148,047 170,500 179,118| 200,101 282,833
Banks 961,817 1,093,041 871,017 987,807 1,571,710
Total 1,808,625 2,065,354 1,578,9Y2 1,810,810 2,161{272

° Nine banks and two credit institutions excludiStganbic Bank (U) Ltd, DFCU (U) Ltd, Orient Bank (Uid, Nile Bank (UL Ltd,

Crane Bank (U) Ltd, Diamond Trust Bank (U) Ltd, Goercial Microfinance Ltd, Stanhope Finance Complatidly Capital Finance
Corporation, Housing Finance Company of Uganda,Mectantile Credit Bank Ltd supplied data.
Nine banks and three credit institutions excludBgnbic Bank (U) Ltd, DFCU (U) Ltd, Orient Bank)(Ltd, Nile Bank (UL Ltd,
Crane Bank (U) Ltd, Diamond Trust Bank (U) Ltd, Goercial Microfinance Ltd, Stanhope Finance Complatidly Capital Finance
Corporation, and Mercantile Credit Bank Ltd supgplimata.
" Reported by all the Bank of Uganda regulated Firsnstitutions, 2006.
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Table 3.5b  MFI Tiers and non-MFIs by Number of clients and Nimber of clients with
saving accounts as at the census period 30 June, 2006

Institutional Total No. of Clients (savers or] Number of Clients with savings Number of
Types borrowers or both) for the year Accounts for the year savings
Accounts™
2004 2005 2004 2005 30 June, 2006
Tier 4 MFls 298,267 488,44p 287,387 389,4
MDIs 336,261 313,371 241,450 233,4pP3 306,731
Tier 2 MFIS® 143,357 165,654 143,230 163,084 240,442
Tier 1 MFIs* 425,119 486,91( 399,999 456,1p2 515,111
Non-MFls 541,388 610,976 506,969 566,752 1,098,990
Total 1,808,625 2,065,354 1,578,972 1,810,810 2281

3.2.3 Number of loans disbursed

The number of loans disbursed by the financial institutions that regpp@deported in Table 3.6a.
Commercial banKs disbursed the largest number of loans in both years studied, that is, 13078,31
loans in 2004 and 1,360,131 loans in 2005, followed by MDIs disbursing 377,489 loans im@004 a
402,379 loans in 2005. The MDIs are followed by companies that disbursed 113,505 and 142,704
loans in 2004 and 2005, SACCOs that disbursed 101,557 and 132,009 loans in 2004 and 2005,
NGOs that disbursed 62,495 and 69,533 loans in 2004 and 2005, SIDAs that disbursed 9,915 and
9,416 loans in 2004 and 2005, and finally credit institutions that disbursed 256 ando&/&6Hh

2004 and 2005 respectively. Table 3.6b indicates the number of loans disbuidé&d Ders and
non-MFIs.

3.2.4 Number of Borrowers with outstanding loans

Table 3.6a presents the number of borrowers with outstanding loars.Hd®the greatest number
of borrowers with outstanding loans (168,041) in 2004, followed by comméamds (128,585);
credit institutions had the least (2,591). In 2005, commercial banks haugtiest number of
borrowers with outstanding loans (151,124), followed by MDIs (128,041), widhShaving the
least (6,585). The number of borrowers with outstanding loans tabulated MFi Tiers and non-
MFIs is indicated in Table 3.6b.

Based on the data collected from the BOU, the total number of teaistmnding with the regulated
financial sector as of June 30, 2006 was 339,173. Compared with the totsrmafmeported loans
outstanding with all the SACCOs and other Tier 4 MFIs as ofebéer 31, 2005 which was
272,637, the number of outstanding loans of the regulated financial sefaosigerior to that of
the SACCOs and other Tier 4 MFlIs. It should be noted that regulaséitutions have more
rigorous write-off policies than non-regulated institutions, so the nuraobéoans outstanding
among the latter category should be adjusted downward to provide adoetjearison, although
the census is unable to provide a guideline for this adjustment.

12 Reported by all the Bank of Uganda regulated Riiarinstitutions, 2006.

13 For the purposes of this study, we consideredBem Uganda and Commercial Microfinance Ltd, boigr 2
institutions, as “Tier 2 MFIS” because they bottg# traditional microfinance customers.

% For the purposes of this study, we considerede®amy Bank as a “Tier 1 MFI” because it targetditianal
microfinance customers.

15 same banks as those that reported in sub-secfiahr@sponded.
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Table 3.6a Institutional Types by Number of loan disbursed and dimber of Borrowers
with outstanding loans

Institutional Types No. of Loans| No. of Borrowers with outstanding | No. of Borrowers with

disbursed for the year loans (end of the year) outstanding loans
2004 2005 2004 30 June, 2006

SACCO 101,557 132,008 51,141

Companies 113,505 142,704 77,474

NGOs 62,495 69,5338 57,928

SIDAs 9,915 9,416 5,688

MDIs 377,489 402,379 168,041 , 135,

Credit Institutions 256 3,665 2,591 12,941 18,387

Banks 1,078,313 1,360,131 128,585 151,124 184{797

Total 1,743,825| 2,119,837 491,443 564,743 339,173

Table 3.6b  MFI Tiers and non-MFIs by Number of loans disbursedand Number of
Borrowers with outstanding loans

Institutional Types No. of Loans| No. of Borrowers with outstanding | No. of Borrowers with
disbursed for the year loans (end of the year) outstanding loans
2004 2005 2004 200p 30 June, 2006
Tier 4 MFls 287,472 353,66 192,226 272,837
MDIs 377,489 402,379 168,041 128,041 135,989
Tier 2 MFls 127 262( 127 9,446 14,608
Tier 1 MFlIs 531,840 673,910 52,682 65,580 64,851
Non-MFls 546,602 687,266 78,367 89,089 124,234
Total 1,743,825| 2,119,837 491,443 564,743 339,173

3.2.5 Disbursed loan value, outstanding loan portfolio, value of savings,dshare capital as
at 31 December 2005

Table 3.7a shows institutional types by value of loans disbursed, outstanding loamopogfoé of
savings, and share capital. In 2005, commercial banks had the highestignopiodisbursed loans
(UGX765,315.488 million or 68.5%), outstanding loan portfolio (UGX800,966.918 million or
76.6%), value of savings (UGX980,966.918 million or 90.2%) and share capital (UGX199,104.443
million or 77.1%). After commercial banks are MDIs with the proportandisbursed loans
(UGX167,995.268 million or 15%) and share capital (UGX17,751.22 million or 6.9%) wrieitkt
institutions come after commercial banks with the proportion of and#tg loan portfolio
(UGX83,944.994 million or 8.0%) and value of savings (UGX32,891.918 million or 3%). $he re
of the institutions are a distant way off, with SACCOs disburkeag than UGX53,860.073 million

or 3.9% of all disbursed loans in 2005, with a loan portfolio of UGX30,754.241 mdli@19% in

the same year. In 2005, Credit Institutions disbursed UGX32,859.172 milli@0%s in loan
amount, less than the outstanding loan portfolio.

NB: The reason why the proportion and amount of loans disbursed bytheimgstitutions in 2005
was less than the proportion and amount of outstanding loans are twernthstitucture and the
number of respondents. In the case of the latter reason, three Qrstitittions supplied
information on the disbursed loans while four Credit Institutions supphifdmation for the

outstanding loans. One Credit Institution reported that it extends 2-year loans.

18 Three credit institutions provided data in 2004levfour Credit Institutions provided data in 2005.
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Table 3.7b depicts the MFI Tiers and non-MFIs by value of loans deshumtstanding loan

portfolio, value of savings, and share capital. In 2005, the MDIs disburseslloans than all the

other MFI Tiers, but Tier 4 MFIs had more loans outstanding compautbe rest of the MFI Tiers.

Centenary mobilized the most savings while Tier 4 MFIs hadattges$t share of the MFI industry
share capital.

Table 3.7a Institutional Types by total disbursed loan value, total dstanding loan
portfolio, total savings, and total share capital as at 31December 2005

Disbursed loart’ Outstanding loan® | Value of Savings’ Share Capitaf®
Institutional value portfolio

Types ‘000 (UGX) % | ‘000 (UGX) % | ‘000 (UGX) % | ‘000 (UGX) %
SACCOs 53,860,073 4.8 30,754,241 2.9 29,276/077 2.70,111,938 3.9
Companies 46,280,602 4{1 32,265,853 3.1 8,795,887 .8 | 013,371,596 5.2
NGOs 46,919,355 4.p 30,479,827 2.9 4,400,691 0.4 2531386 0.5
SIDAs 3,968,817 0.4 2,177,831 0.2 772,106 0.1 384 0.2
MDIs 167,995,268 15.( 65,037,683 g.2 25,716,126 217,848,412 6.9
Credit
Institutions 32,859,172 2.9 83,944,994 8.0 32,891,059 3.0 16,327,559 6.3
Commercial
Banks$! 765,315,488 68.% 800,321,290 76.6 980,966,918 90.6 199,104,443 77.1
Total 1,117,198,775 100 1,044,981,719 100 1,082834 100] 258,415,76b 100
Table 3.7b  MFI Tiers and non-MFIs by total disbursed loan valuetotal outstanding loan

portfolio, total savings, and total share capital as at 31December 2005
Disbursed loan Outstanding loan Value of Savings Share Capital
Institutional value portfolio

Types ‘000 (UGX) % | ‘000 (UGX) % | ‘000 (UGX) % | ‘000 (UGX) %
Tier 4 MFis 151,028,847 13.b 95,677,762 D.2 43784, 4.0 25,135,351 9.7
MDIs 167,995,268 15.( 65,037,683 g.2 25,716,126 2.47,848,412 6.9
Tier 2 MFIs 28,045,059 2.5 14,536,391 1.4 4,726,000 0.4 5,687,525 2.2
Tier 1 MFIs 154,358,249 13.8 95,035,331 D.1 176616 16.3 4,650,000 1.8
Commercial
Banks? 615,771,352 55.1 774,694,562 74.1 832,615,301 705,094,477 79.4
Total 1,117,198,775 100 1,044,981,719 100 1,082834 100] 258,415,76b 100
3.3 Institutional types by Manager's Employment Status, Highestelvel of Education, Area

of Emphasis in studies, and Years of Experience.
3.3.1 Manager's employment status

As shown in Table 3.8, 73.5% of the managers employed by SACCOs, 78.786, miahagers
employed by companies, 80.3% of managers employed by NGOs, and 90i2#% rmBnagers

1711 banks and 3 credit institutions responded
18 13 banks and 4 credit institutions responded
199 banks and 3 credit institutions responded
2012 banks and 4 credit institutions responded
2L See footnote in executive summary

22 See footnote in executive summary
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employed by SIDAs are salaried. This means that the ma{@6t$%%) of the unpaid managers are
employed by SACCOs.

3.3.2 Highest level of education

The financial institutions surveyed employ managers of variotesleof formal education. As a
proportion of the number of managers employed by the various institutyges, NGOs employ
the highest number of managers with degrees (63.9%), followed by cawpaith 36.4% and
SACCOs with 15.6%. SIDAs employ the least number (1.9%) of manhagén degrees. The
majority of the managers employed by SACCOs (53.3%) are Diploma holder§4Bke 3.8). Note
that this information was not sought from Tier 1- Tier 3 instituti?d®: This information was not
collected for the regulated institutions. The Bank of Uganda approvasagers for these
institutions and it is expected that all managers of regulastdutions are degree holders. In the
following sections, if regulated institutions are not listed in Table, the information in question
was not collected for those institutions.

3.3.3 Years of experience

Table 3.8 also presents distribution of managers employed by vamgtitational types and by
years of experience. Companies employ the majority of mangi)ees) with more that 15 years of
experience, followed by NGOs (1.7%). Across all the institutionmdd, most of the managers have
less than 6 years of experience, with SACCOs having 72.5%, companiag 61.5%, and NGOs
having 58.7%.
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Table 3.8 Institutional Types by Manager's Employment Status, Highs level of
Education, Area of Emphasis in studies and Years of Experience as at thensus period.

Institutional types
SACCO Companies NGOs SIDAs
Outlets (%) | Outlets (%) | Outlets (%) (%)
1. Paid employee 73.5 78.7 80.3 90.2
2. Not paid 26.5 21.3 19.7 9.8
Total (Number of respondents) 668 108 61 51
0 1. Primary 1.9 0.9 0 3.8
S Secondary 21.6 20.5 4.9 30.7
* 3. Diploma 53.3 33.6 26.3 59.6
S 4. Degree 15.6 36.4 63.9 1.9
€ 5. Certificate 6.6 4.6 4.9 3.8
_g_ 6. ACCA/CPA/CIMA 0.4 0.9 0 0
=] 7. Masters 0.3 2.8 0 0
w Total (Number of respondents) 660 107 61 52
5 Q <6 72.5 61.5 58.7 0
S 6-10 20.2 29.7 36.2 0
0'g 11-15 6.3 1.9 3.4 0
8§ [>15 1.0 6.9 1.7 0
> W [ Total (Number of respondents) 583 101 58 0
1.Acountancy, Finance & relatgd 86.4 60.3 76.9 87.0
fields
2.Secretarial studies 1.9 1.6 0 5.2
3. Engineering and Plumbing. 0.4 0 0 0
4. Biological sciences 1.6 1.6 1.9 5.2
B 5. Physical sciences. 0.6 1.6 0 2.6
2 6. Social sciences 1.2 0 0 0
E’ 7. Management, community 4.6 0.8 7.6 0
w leadership & Development
g 8. Humanities 0.4 3.3 13.6 0
o 10. Others 2.9 30.8 0 0
< (Number of respondents) 471 121 52 38

3.3.4 Area of emphasis

As depicted in Table 3.8, across all the institutional types, ofodte managers employed have
accountancy, finance and related fields as their areas of em@iaie highest level of formal
education, with SIDAs having the highest percentage (87.0%), followe8ASCOs (86.4%),
NGOs (76.9%), and Companies with the least (60.3%).

3.4 Institutional Affiliation
Table 3.9 presents institutional types by affiliation to otheawiations. Many affiliations are with
three major national apex organizations, AMFIU, UCSCU and UCA.pHEneentage of SACCOs

affiliated to AMFIU is the least (14.4%) while it is highestUCSCU (38.7%). Proportionately,
most NGOs are members of AMFIU (55.1%).
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Table 3.9

Institutional types by Affiliation to other Organizations as at the cesus period

Institutional types

SACCOs Companies NGOs SIDAs

Institutional Affiliation (n=674) (n=121) (n=69) (n=52)
% % % %

1. AMFIU 14.4 37.2 55.1 1.9
2. UcscuU 38.7 1.7 14 0.0
3. Uganda Co-operative Alliance 25.7 1.7 2.9 0.0
4. PSDC 16.8 12.4 8.7 25.0
5. AMFIA 9.9 7.4 7.2 0.0
8. MPIFA 0.7 0.8 1.9
9. National Chamber of Commerce 2.4 0.8 1.4 0.0
10. NCUSBO 3.0 1.7 14 0.0
13. BUTO 0.3 1.7 4.3 0.0
15. Kabale Resource Centre 0.1 0.8 0.0 0.0
16. National Association Of Women |n 0.0 0.0 4.3 0.0
Uganda (NAWU)
17. Opportunity International 0.0 0.0 1.4 0.0
18. Rwenzori Rural Alliance 0.0 0.0 1.4 0.0
19. DEVINA 0.0 0.0 2.9 0.0
20. USSIA 2.8 0.0 0.0 0.0
21. UMA 0.1 0.0 0.0 0.0
22. Uganda Vanilla Association 0.1 0.0 0.0 0.0
23.WOCcCU 0.9 0.0 0.0 0.0
24. Hunger Project 0.1 0.0 0.0 0.0
25. Civil Society Organization 0.3 0.0 0.0 0.0
26. Others 7.6 5.0 13.0 1.9

3.5  Concessionary loans, commercial loans, grants and other sources wids for Tier 4
MFIs for the year 2005

Table 3.10 shows institutional types by the amount of concessionary, loammercial loans,
grants and other forms of funding. “Other funds” could be reinvestedings, reserves or
exceptional accounting entries. SACCOs, NGOs and SIDAs depenly mostoncessionary loans
to fund their operations while companies mostly rely on commermaaisl with the average of
UGX39,738,623 for SACCOs, UGX348,412,261 for NGOs, UGX373,903,921 for SIDAs and
UGX3,104,181,960 for Companies. Besides concessionary and commercial lodme; &lIMFI
institutions depend on grants and other forms of funds to finance Mlsinesses. For
concessionary loans, the overall average is higher than thaR@CGSs, for commercial loan, the
overall average is higher than that for SACCOs, NGOs and SiidAgrants, the overall average is
higher than that for SACCOs and SIDAs, and for other funds, the oaeeaslige is higher than that
for SACCOs, Companies and SIDAs.
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Table 3.10

Institutional Types by concessionary loans, commercial logrgrants and other

for 2005
Institutional Concessionary | Commercial loan Grants Other funds Total
Types Loan
SACCOs Total 2,225,362,897 1,200,003,828 944,227,253 FBig23 5,183,972,801
Average 39,738,621 31,579,048 7,614,135 23,267]966 20,490,011
Companies Total 1,352,640,00( 31,041,819,601 3,583,305,[139 ,7682417| 36,050,531,15[7
Average 169,080,000 3,104,181,960 179,165,p57 72,38 819,330,254
NGOs Total 4,529,359,399 2,840,897,985 1,432,601,866 , 6513000 9,776,508,75D
Average 348,412,261 315,655,381 477,533,788 245007 337,120,991
SIDAs Total 4,112,943,14( 1,688,295,166 55,200,638 126160 5,963,121,064
Average 373,903,921 112,553,011 2,400,027 15,220,30 106,484,290
Overall total| 12,220,305,436 36,771,016,580 6,015,334,896 1,9867360| 56,974,133,77R
Overall Average 138,867,107 510,708,563 35,384,315 37,836,102 149,146,938

3.6

Lending methodology

As Figure 3.2 shows, with the exception of credit institutions, theritya of the financial
institutions surveyed employ both individual and group lending methodologyaivishDIs using
both lending methodologies.

Figure 3.2

Institutional types by lending methodology as at census period
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3.7

Average Monthly Nominal Interest rate calculated based on flat rate miebd

Financial institutions calculate interest rates using diffemegthods. The census asked about use of
flat and declining balance calculations. Table 3.11 gives avenagéhly nominal interest rates for

the institutional types that calculate interest rates using flat retfgoch

All the MDIs, 94.5% of SIDAs, 71.7% of NGOs, 59.7% of Companies and 45.3%AGICOs,

charge average monthly nominal interest rate of between 2-3%GCOA and Companies, on
average, charge the highest overall average of 4.06% per montiheAlammercial Banks and
Credit institutions charge average monthly nominal interest rabetefeen 0-3% and charge the
least overall average of 1.8%.
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Table 3.11

institutional types as at the census period

Average Monthly Nominal Interest rate calculated baseohn flat rate method by

Average Monthly Nominal Interest Rates (%) Avg
Institutional Types 0-2 >2-3 >3-4 >4-5 >5
SACCOs (n=454) 13.8 45.3 18.1 12.3 10.5 4.06
Companies (n=82) 17.0 59.7 4.8 8.5 10.0 4.06
NGOs (n=46) 10.8 71.7 8.6 4.4 4.4 3.4
SIDAs (n=36) 5.5 94.5 0.0 0.0 0.0 2.4
MDIs (Tier 3) (n=4) 0.0 100.0 0.0 0.0 0.0 2.6
Credit Institutions (Tier 2) (n=3) 66.7 33.3 0.0 00. 0.0 1.8
Banks (Tier 1) (n=3) 66.7 33.3 0.0 0.0 0.0 1.8

NB: Flat rate calculations are typically 60-70% more expengor consumers than declining
balance calculations of the same nominal rate. It is imposablgive an exact formula for
translating between the two, because the relative real colatofate interest varies with the
frequency of payments and other factors.

3.8  Average Monthly Nominal Interest rates calculated based on ¢hdeclining balance

method

With the exception of Commercial Banks that charge, on averageedreD-2% per month, 45.1%
of the SACCOs, 60% of the companies, and 92.8% of the SIDAs charge,ragegJusetween 2-3%
per month on a declining balance basis as shown in Table 3.12. One quarte) (#3HEMNGOs,
and about one tenth (7.8%) of the SACCOs, on average, charge monthly rates of more than 5%.

Table 3.12

method by institutional types as at the census period

Average Monthly Nominal Interest rates calculated basgnon declining balance

Average Monthly Nominal Interest Rates (%) Avg
Institutional Types 0-2 >2-3 >3-4 >4-5 >5
SACCOs (n=195) 15.3 45.1 22.1 9.7 7.8 3.6p
Tier 4 Companies (n=20) 15.0 60.0 10.0 10.0 5.0 93.8
NGOs (n=8) 25.0 37.5 0.0 125 25.0 4.0
SIDAs (n=14) 0.0 92.8 0.0 0.0 7.2 2.7
MDIs (Tier 3) (n=0) 0.0 0.0 0.0 0.0 0.0 -
Credit Institutions (Tier 2) (n=2) 0.0 100.0 0.0 00. 0.0 2.04
Banks (Tier 1) (n=6) 100.0 0.0 0.0 0.0 0.0 1.7

3.9 Average Annual Nominal Interest Rates at which the Institutions baow

As shown in Table 13, about one half (48.2%) of the SACCOs, one third (35.7P&) aimpanies,
two-thirds (68.4%) of the NGOs and one half (45.6%) of the SIDAs borrow at interestranging,
on average, between 0-2% per annum while all the Commercial Banksv, on average, borrow
at between 5-10% per annum, all the Credit Institutions borrow, ongevexbbetween 10-15% per

annum, and the MDIs borrow, on average, at more than 15% per annum.
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Table 3.13  Average Annual Nominal Interest Rates at which the Itisutions borrow by
Institutional types as at the census period
Institutional  Types | Average Annual Nominal Interest Rent (%) Avg
(HQs only) 0-2 >2.5 >5-10 >10-15 >15
SACCOs (n=292) 48.2 3.7 19.1 25.0 4.0 6.08
Companies (n=40) 35.7 5.0 7.5 37.5 12.5 9.08
NGOs (n=19) 68.4 5.2 0.0 26.4 0.0 9.6"
SIDAs (n=46) 45.6 2.1 0.0 8.6 43.7 8.9
MDIs (n=3) 0.0 0.0 0.0 0.0 100.0 16.3
Credit Institutions (n=2) 0.0 0.0 0.0 100.0 0.0 513.
Banks (n=8) 0.0 0.0 100.0 0.0 0.0 7.81

3.10 Average Monthly Nominal Deposit Interest Rates

Table 3.14 shows that about one half (51.8%) of SACCOs, 59.6% of Companies,c8NBOs,
and about one half (58.0%) of SIDAs pay 0-1% average monthly nominasntates on deposits,
with an overall average of 1.21% for SACCOs, 1.49 % for companies, and 142 &edit

institutions.

Table 3.14

Average Monthly Nominal Deposit Interest Rates by Ingtitional Types as at
the census period

Institutional Types Average Monthly Nominal Deposit Interest Rent (%) Avg
0-1.0 >1-2 >2-3 >3-4 >4

SACCO (n=370) 51.8 33.2 6.4 3.2 5.4 1.21
Companies (n=52) 59.6 17.3 15.3 3.8 3.8 1.49
NGOs (n=19) 84.2 10.5 0.0 0.0 5.3 0.44
SIDAs (n=31) 58.0 42.0 0.0 0.0 0.0 0.7
MDlIs (n=3) 66.7 0.0 33.3 0.0 0.0 1.1
Credit Institutions (n=4) 75.0 0.0 0.0 0.0 25.0 214
Banks (n=9) 77.8 11.1 0.0 0.0 11.1 0.86

3.11

Institutional Types by number of institutions making Profits or Loss&™

As shown in Table 3.15, all the commercial banks, credit institutimisMDIs made profits in
2005. In 2004, all the commercial banks, all the MDIs and only 75% of ¢alé anstitutions made
profits in 2004. The picture is different for non-BOU regulated fongninstitutions. In 2005, the
highest proportion of non-BOU regulated financial institutions thatle profits was SACCOs
(85.6%), followed by Companies (84.7%). In 2004, the most profitable typersBOU regulated
financial institutions was Companies (85.1%), followed by SACC@s888). NB: By making
losses, non-regulated financial institutions that take people’s depasiéhger them (the deposits)
and there is a risk of the population losing confidence in the formadial sector if such dangers
are widespread. Also, note that provisioning standards are geneealker in SACCOs than in
regulated institutions, and that many SACCOs that declare teeprafitable might be money-
losing if they were held to the tighter BOU standards.

% |n this report, a profit or a loss has been derive subtracting total operating expenditure frotaltoperating
income.
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Table 3.15

Institutional types by number of institutions making profitsor losses

Number of Institutions
making Profits or Loses

Number of Institutions making
Profits or Loses

2004 2005
Institutional Types (HQs only) +Ve -Ve +Ve -Ve
SACCOs 392 (84.8%) 70 (15.2%) 455 (80.6% 1094U4).
Companies 46 (85.1%) 8 (14.9%) 61 (84.7%) 113U6).
NGOs 23 (79.3%) 6 (20.7%) 27 (71.0%) 11 (29.0%
SIDAs 15 (83.3%) 3 (16.7%) 22 (81.4%) 5 (18.6%)
MDIs 4 (100%) - 4 (100%) -
Credit Institutions 3 (75%) 1 (25%) 4 (100%) -
Banks 12 (100%) - 12 (100%) -
3.12 Institutional types by Economic Activities financed

Table 3.16 gives the distribution of the institutional types by ecan@tivities financed. Two
major economic activities financed by most of the instituticesvéholesale and retail trade, and
agriculture, with all MDIs financing trade and 75% of them finan@ggculture. Next to MDIs are
SACCOs with 91.4% financing trade and 83.1% financing agriculturesvéil9% and 45.5% of
the commercial banks financed trade and agriculture respect®@elgourse an institutional type
could finance more than one economic activity at the same timégrsexample, 83.1% of the
SACCO outlets finance agriculture and 91.4% of the same institutions finance aibaled trade.

Table 3.16 Institutional Types by Economic Activities financed for the yag 2005
Institutional types
Economic Activity SACCO | Companies | NGOs | SIDAs | MDls Credit Banks
(2005) outlets (n=104) (n=73) | (n=51) | (n=4) Institutions | (n=11)
(n=630) | (%) (n=4) (%)
(%) (%) (%) (%) (%)
83.1 60.3 53.6 68.4 75.0 25.0 45|5
1.3 0.0 0.0 0.0 0.( 0.0 0Jo
9.1 12.4 10.1 7.4 50.p 250 63.6
0.2 0.0 0.0 0.0 0.( 0.0 0Jo
7.0 2.5 1.4 5.9 0.( 50.p 63|6
91.4 72.7 65.2 64.7 100 75/0 90.9
! 1.6 1.7 2.9 0.0 0.( 0.0 0Jo
"#$ 8.4 4.9 2.9 3.9 0.( 25.p 0/0
%%
&' 23.2 15.7 26.1 19.6 50.0 0lo 9.1

3.13 Number of Outlets competing or not-competing as at the census petio

Across all institutional types, the majority of the outletsoréed that they were competing with
other institutions; with 82.2% of the SACCOs, 80.4% of the Companies, 8%.83% NGOs and
77.1% of the SIDAs reporting competition with other financial institutions (S&&13.17).

Table 3.17

Number of outlets competing or not-competing as at the censusipé

Institutional Types

Competing (%)

Not-Competing (%)

SACCOs (n=587) 82.2 17.8
Companies (n=92) 80.4 19.6
NGOs (n=43) 81.3 18.7
SIDAs (n=35) 77.1 22.9
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3.14 Institutions preparing financial statements and have Audited finan@l statements

As shown in Table 3.18, the majority of SACCOs (86.4%) and companies (6tha@sgsponded
indicated that they prepare trial balances while 73.5% of SACa&k 58.0% of companies
reported to be having audited financial statements. 51.7% of NGOQ&8#h 4f SIDAs reported
that they prepare balance sheets and Loan portfolio reports, with 48.Ri6@$ and 38.4% of
SIDAs reported to be having audited financial statements.

Table 3.18 Institutional types (Only Headquarters) by percentagef institutions preparing
financial statements and have audited financial statements

Institutional SACCOs Non-SACCO T4 MFls
Types N=630 Companies (n=81) NGOs (n=29) SIDAs (n=52)
% % % %
Prepare | Audited Prepar¢  Audited Prepare Audited pdPee| Audited
Balance Sheet 85.2 | Yes=73.5 64.1 | Yes=58 51.7 | Yes=48.2 40.3 | Yes=38.4
Income Statement 77.8 59.2 37.9 36.5
Trial Balance 86.4 64.1 48.2 40.3
Loan Portfolio 77.1 64.1 44.8 42.3

3.15 Type of Audit

Across all the institutional types as shown in Figure 3.3, mosteoinstitutions were hiring audit
firms to audit their books of accounts, with 76.8% of SACCOs, 76.5% ofp@oies, 85.8% of
NGOs, and 82.3% SIDAs hiring external audit firms to audit their babkasccounts. NB: the
Census did not collect information on the quality of audits. Other sosto&sgly suggest that
many SACCO audits fall short of minimum standards for the auditinaincial institutions,

particularly in their treatment of the loan portfolio.

Figure 3.3: Institutional types (Only Headquarters) by type of Audit as at stey period
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[%9)
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s NGOs (n=14) | » | b
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=
— [y o
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O Cooperative officers OO0 Auditing firm O Other
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3.16 Challenges experienced in Implementing the Census of Financiaktitutions
3.16.1 Overall Challenges

Coordination and supervisory framework was very complicated due tataely large number of
stakeholders involved and with varied interests.

There were delays in implementation of the census, partly becduee approach adopted
(consultative) and the changing scope. In addition, the Governmentageste have the results
within a short time, and this imposed some pressure on the implementing team.

3.16.2 Challenges reported by Private Sector Development/Promotion Cendre

The project was implemented during the period of political campaighus, there was
pressure to complete it within a short time.

Inadequate funding.

Sub-county chiefs in some sub-counties were either not present awied knowledge of
the MFI outlets existing in their areas of jurisdiction.

Some of the Private Development/Promotion Centres adopted approaches whi
undermined the quality of the results, necessitating crossing olgethe returns and
therefore, increasing the cost of the census.

3.16.2 Challenges reported by MUIENR

Some Private Sector Development/Promotion Centres completed itetmmcof the list of
Tier 4 MFI outlets late while other provided incomplete lists.

Most of the Private Sector Development/Promotion Centres did not eff@aketo establish
if the listed MFI outlets were operational or not.

Coordination between the firm mapping the MFI outlets and sombaeoPtivate Sector
Development/Promotion Centres was poor.

Inadequate funding.

Insecurity in some parts of the country. Mapping was thus donedphtaling people with
knowledge on the MFI outlets in the insecure areas, and identdéyimegarby structure with
known GPS coordinates, such as a hospital or airstrip.

The time given to the exercise was inadequate and there was pressuneleiecd.

Many local people had little knowledge of the MFI outlets exgsin their locations while
some thought the exercise want to identify institutions in order to give finaopbg.
Some MFI outlets were operational, but not in distinct and fixed gdlysiffices. In a
number of cases, especially in Kampala district, employédes have formed institutional
SACCOs used their offices (offices of employees who are mmsnadiehe SACCO) to run
them. For instance, an employee working in an organization who isnden®f a SACCO
formed in that organization might use also his or her office inditggtnization as a SACCO
office. In such cases, the SACCOs do not have a distinct officeappo NB: This issue of
under-reporting has since been addressed by the “Missing SACCOs” study.

In some cases, MUIENR confused Tier 4 MFIs that are beieygaped to become MDIs as
already MDls, and therefore, did not map them. This was however,majoa problem as
these outlets had earlier been mapped.
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3.16.3 Challenges encountered at FSDU level

Practically, only one officer compiled the list of MFI outletsth MSEPU, MTTI and

AMFIU and sent it to the Private Sector Development/Promotion €eifitr validation.

This was a lot of work for the officer.

Due to disagreements between some Private Sector Developrosmdtion Centres and
MUIENR over the MFI outlets with fixed physical offices whietere claimed to be
operational, FSDU conducted validation field visits to Mbarara regrah some districts
under the Centre for Private Sector Development Limited andt@r&&ctor Development
and Consultancy Centre (PRICON) to find out which MFI outlets \@eteally operational
in distinct and fixed physical offices, and which ones were not. Wais a significant
amount of work for one officer at FSDU.

3.16.4 Challenges encountered during data collection and processing

Research assistants asking for information from wrong peofie atstitutions. This led to
inconsistencies in the data but was rectified during editing.

Some research assistants skipped some questions on the questiomharess rectified
by callbacks during data editing.

There was general poor record keeping and financial reporting by Tier 4 MFls

Some respondents deliberately refused to supply information to fesesistants. This was
common in urban based institutions especially those in Kampala.

There was lack of professionalism among some data entrants datangditing, coding and
entering. This was corrected at the data cleaning phase but caused muohaddditik.
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4.0 RECOMMENDATIONS

The uneven distribution of active MFIs across the country callgwor immediate
actions: i) establish the reasons why fewer active MFIslarated especially in the
Eastern region which has not had physical insecurity for a lonigdpef time; ii)
establish a demand-driven mechanism to improve the distribution of ishaecvices in
those parts of the country where they are relatively few.dadati attention should be
given to the 12 districts found to have no active SACCO outlet.

Focus on the regulated sector, which has the largest resourct lzateeve a greater
outreach at a faster rate.

SACCOs should consider employing managers who are adequatelyd trante
remunerate them competitively.

Studies should be conducted to establish factors driving the leveltedst rates in the
various institutional types.

Competition in the MFIs industry was reported to be widespread.ewsd is healthy
for the financial sector, it is not clear what this could meatiné Government policy of
establishing a SACCO in every sub-county in Uganda. Furthearasés required to
concretely determine the areas in which the MFIs are tefé&¢ competing and the
implications of this competition on the current development strategy for SACCOs

Sources of funds — all the Tier 4 MFIs rely on grants. It wa®r the scope of the
census to determine how the grants are used. However, the expefieocatries such
as Indonesia indicate that, if grants are applied in, for exaropfgacity building as
compared to granting loans, they tend to be more effective. It waddalilluminating
to find out what would happen to the institutions relying more on grants
concessionary loans if these sources dried up?

The census results indicate that most of the financial institutiomsted extend loans to
the agricultural sector. However, two important aspects in thgard were not
established: 1) the sub-sectors in agricultural sector to whicls laee not extended —
production, processing or marketing, 2) the proportion of the loan portfoing to the
respective sub-sectors. Future studies should focus on these aspriiti tthe design
of more concrete policies to promote agricultural financing.

There is an urgent need to establish standards for record keepiritpancial reporting
for the Tier 4 MFIs. Similarly, standards for adequate augliof Tier 4 MFIs need to be
developed and applied to improve financial management in these institutions.

Finally, future similar studies should take lessons from thisusess as to improve on
the challenges and limitations highlighted in the report.
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APPENDIX Al: Districts by Institutional types as at census period

Table Al) Districts by Institutional types as at census period

No. of No. of Non- | No. of Non SACCO (T4 MFIs) No. of No. of No. of
Eligible Eligible Outlets MDI Credit Banks/
SACCO SACCO Companies | NGOs | SIDAs| Outlets | Institution | Branches

DISTRICT Outlets Outlets Outlets

ABIM 1 0 0 0 0 0 0 0
ADJUMANI 2 0 0 0 0 1 0 1
AMOLATAR 1 0 0 0 0 1 0 0
AMURIA 3 0 0 0 0 0 0 0
AMURU 0 0 0 0 0 0 0 0
APAC 6 2 0 0 0 1 0 1
ARUA 5 0 2 1 0 2 1 3
BUDAKA 0 0 0 0 0 0 0 0
BUDUDA 0 0 0 0 0 0 0 0
BUGIRI 8 0 1 2 0 2 0 1
BUKEDEA 0 0 0 0 0 0 0 0
BUKWO 1 0 0 0 0 0 0 0
BULIISA 1 0 0 0 0 0 0 0
BUNDIBUGYO 15 0 2 0 0 0 0 1
BUSHENY! 44 3 3 3 0 4 0 4
BUSIA 5 0 1 0 0 3 0 1
BUTALEJA 0 0 0 1 0 0 0 0
DOKOLO 0 0 0 0 0 0 0 0
GULU 9 1 3 2 0 0 1 2
HOIMA 12 0 1 3 7 2 1 2
IBANDA 12 0 0 1 0 0 0 1
IGANGA 14 0 1 0 0 3 0 2
ISINGIRO 11 0 3 0 0 0 0 0
JINJA 25 7 3 0 0 4 1 9
KAABONG 1 0 0 0 0 0 0 0
KABALE 18 1 3 1 0 1 1 3
KABAROLE 21 0 3 0 10 0 1 2
KABERAMAIDO 4 0 0 0 0 0 0 0
KALANGALA 2 0 0 0 0 0 0 1
KALIRO 2 2 0 0 0 0 0 0
KAMPALA 37 5 15 10 0 17 18 65
KAMULI 14 1 0 0 0 2 0 1
KAMWENGE 17 0 2 0 3 3 0 0
KANUNGU 12 2 0 1 0 1 0 1
KAPCHORWA 4 0 0 1 0 0 0 1
KASESE 14 0 4 2 0 2 0 2
KATAKWI 1 0 0 0 0 0 0 0
KAYUNGA 3 2 0 1 0 2 1 0
KIBAALE 10 1 4 1 19 0 0 2
KIBOGA 1 3 7 2 0 2 0 2
KIRUHURA 14 3 5 0 0 1 0 0
KISORO 7 2 1 0 0 1 0 0
KITGUM 5 0 1 0 0 0 0 1
KOBOKO 1 0 0 0 0 1 0 1
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KOTIDO 1 0 0 0 0 0 0 1
KUMI 5 0 1 1 0 1 0 1
KYENJOJO 11 0 4 1 13 0 0 2
LIRA 7 2 2 2 0 2 1 3
LUWERO 10 1 7 2 0 3 1 2
LYATONDE 0 0 0 0 0 1 0 1
MANAFWA 10 0 1 0 0 0 0 0
MARACHA/TER 0 0 0
EGO 0 0 0 0 0

MASAKA 36 1 2 3 0 3 1 4
MASINDI 15 0 1 1 0 1 0 1
MAYUGE 5 0 0 0 0 0 0 0
MBALE 8 0 2 4 0 3 2 6
MBARARA 26 0 3 0 0 3 1 6
MITYANA 6 0 1 5 0 1 0 2
MOROTO 4 0 0 0 0 0 0 1
MOYO 0 0 0 0 0 1 0 1
MPIGI 4 1 0 4 0 1 0 1
MUBENDE 10 0 3 6 0 2 1 1
MUKONO 19 3 0 3 0 3 1 3
NAKAPIRIPIRIT 0 2 0 0 0 0 0 0
NAKASEKE 1 0 2 0 0 1 0 0
NAKASONGOLA 7 2 0 0 0 1 0 0
NAMUTUMBA 0 0 0 0 0 0 0 0
NEBBI 14 0 1 0 0 1 1 3
NTUNGAMO 23 0 2 0 0 1 0 1
OYAM 0 0 0 0 0 0 0 0
PADER 2 0 0 0 0 0 0 0
PALLISA 2 0 0 0 0 2 1 1
RAKAI 12 1 0 3 0 1 0 2
RUKUNGIRI 18 1 3 2 0 2 0 2
SEMBABULE 6 1 0 0 0 0 0 0
SIRONKO 9 0 1 1 0 0 0 0
SOROTI 5 0 0 3 0 2 1 3
TORORO 11 2 2 0 0 2 0 4
WAKISO 23 2 1 0 0 3 1 5
YUMBE 1 0 0 0 0 0 0 0
Grand Total 676 56 104 73 52 97 37 168




APPENDIX A2: Districts by Sub-counties with SACCOs, Companies, NGs,
SIDAs (Other T4 MFIs) and BOU regulated as at census period

Table A2) Districts by Sub-counties with SACCOs, Compang NGOs, SIDAs (Other T4
MFIs) and BOU regulated as at census period

No. of S/C with Eligible No. of S/C with
DISTRICT No. of | No. of S/C with| Non-SACCO T4 MFI Outlets BOU regulated
Sub- Eligible SACCO | Companies | NGOs | SIDAs| Institutions/
Counties | Outlets Branches

ABIM 3 1 0 0 0 0
ADJUMANI 5 1 0 0 0 1
AMOLATAR 4 1 0 0 0 0
AMURIA 5 2 0 0 0 0
AMURU 8 0 0 0 0 0
APAC 14 6 0 0 0 1
ARUA 14 4 1 1 0 1
BUDAKA 6 0 0 0 0 0
BUDUDA 5 0

BUGIRI 10 6 1 2 0 1
BUKEDEA 6 0

BUKWO 5 1 0 0 0 0
BULIISA 2 1 0 0 0 0
BUNDIBUGYO 8 6 1 0 0 1
BUSHENYI 29 29 3 3 0 4
BUSIA 10 3 1 0 0 1
BUTALEJA 6 0 1 0 0 1
DOKOLO 5 0 0 0 0 0
GULU 11 5 2 2 0 1
HOIMA 12 7 1 2 6 1
IBANDA 5 5 0 1 0 1
IGANGA 19 9 1 0 0 1
ISINGIRO 5 9 3 0 0 0
JINJA 11 7 3 0 0 2
KAABONG 8 1 0 0 0 0
KABALE 19 10 2 2 0 1
KABAROLE 7 11 2 1 10 1
KABERAMAIDO 8 4 0 0 0 0
KALANGALA 6 2 0 0 0 1
KALIRO 5 1 0 0 0 0
KAMPALA 5 5 3 2 0 5
KAMULI 17 9 0 0 0 1
KAMWENGE 6 11 2 0 2 1
KANUNGU 7 6 0 1 0 1
KAPCHORWA 7 3 0 1 0 1
KASESE 19 9 2 1 0 2
KATAKWI 9 1 0 0 0 0
KAYUNGA 9 2 0 1 0 1
KIBAALE 14 7 4 0 14 2
KIBOGA 5 2 2 1 0 1
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KIRUHURA 9 8 4 0 0 0
KISORO 8 4 1 1 0 1
KITGUM 11 2 1 0 0 1
KOBOKO 3 1 0 0 0 1
KOTIDO 5 1 0 0 0 1
KUMI 16 4 2 0 0 1
KYENJOJO 12 8 4 1 12 1
LIRA 16 3 2 1 0 1
LUWERO 12 5 5 1 0 3
LYATONDE 10 0 1
MANAFWA 8 6 1 0 0 0
MARACHA/TEREGO 10 0 0 0 0 0
MASAKA 19 18 2 2 0 1
MASINDI 12 8 1 1 0 1
MAYUGE 6 3 0 0 0 2
MBALE 10 6 3 3 0 2
MBARARA 15 15 3 0 0 2
MITYANA 5 2 1 1 0 1
MOROTO 10 4 0 0 0 1
MOYO 7 0 0 0 0 0
MPIGI 17 4 0 2 0 1
MUBENDE 15 7 3 1 0 1
MUKONO 28 13 0 2 0 1
NAKAPIRIPIRIT 9 0 0 0 0 0
NAKASEKE 6 1 2 0 0 0
NAKASONGOLA 5 4 0 1 0 0
NAMUTUMBA 6 0 0 0 0 0
NEBBI 17 13 1 0 0 3
NTUNGAMO 13 13 2 0 0 1
OYAM 7 0 0 0 0 0
PADER 10 2 0 0 0 1
PALLISA 15 2 0 0 0 1
RAKAI* 12 6 0 2 0 2
RUKUNGIRI 11 10 1 1 0 1
SEMBABULE 5 3 0 0 0 0
SIRONKO 10 7 1 1 0 0
SOROTI 9 3 0 3 0 2
TORORO 14 6 2 0 0 1
WAKISO 15 15 1 0 0 1
YUMBE 5 1 0 0 0 0
Grand Total 792 395 78 45 30 72
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APPENDIX B:

OUTREACH MAP

34



