


COVID-19 AND THE MSME SECTOR IN UGANDA
 
For this survey, business owners of 941 Ugandan MSMEs (27 percent women-led) were interviewed across the country.1,2   About 57 percent of the 
interviewed businesses are located in the capital district of Kampala. The largest proportion of interviewed MSMEs are in the retail and wholesale 
trade industry (30 percent) with the remaining businesses being active in a variety of other fields.

The first case of the COVID-19 virus in Uganda was confirmed on March 21, 2020, and strict measures including a lockdown, bans on public 
gatherings, closures of schools and universities, and an overnight curfew were introduced the same month. Moreover, travel restrictions were 
imposed – land and air borders only reopened in October 2020. The interviews for this analysis were conducted in August and September 2020 in 
this context of uncertainty.

FINANCIAL HEALTH AND RESILIENCE

The study shows that almost all Ugandan businesses were in some way affected by the outbreak of the pandemic. Two-thirds of all interviewed 
businesses faced lower demand for their products and services. This proportion increased to 80 percent for businesses in the wholesale and retail 
trade sector as well as the accommodation, tourism, beauty, and life services sector while businesses offering IT services were comparatively 
less affected than the other sectors. Moreover, financial consequences and changes in supply (increased input prices, lack of availability of raw 
material and supplies) were further crucial impacts experienced by Ugandan businesses. These changes applied similarly to businesses located in 
Kampala and those outside of the capital.

The negative effects on business activities are also reflected in the change in monthly turnover compared to pre-crisis levels in 2019: Eighty-nine 
percent of MSME owners reported a decrease in turnover (Figure 1). For those, on average, turnover was 49 percent lower. For those MSMEs that 
faced a decrease in turnover, the average size of the decrease was slightly lower in Kampala than outside the capital district (46 percent versus 53 
percent). With regard to operating costs, over the same time horizon, almost half of the interviewed MSMEs saw their operating costs increasing, 
probably driven by higher input prices and transportation costs due to restrictions in movements. Thirty-seven percent decreased their operating 
costs, most likely by employee layoffs and reduced expenses due to lower demand. The average size of the decrease in businesses’ operating costs 
is larger than the average change for those MSMEs with increasing operating costs (44 percent versus 25 percent).

Figure 1: Monthly turnover and operating costs compared to pre-crisis levels

The negative effect on turnover and the varying impact on operational costs coincides with serious financing problems of businesses since the 
outbreak of the pandemic. In 2019, 85 percent of businesses took out a bank loan and every sixth business reported problems to repay on time. 
The larger the business, the greater the probability that it would take out a loan and the greater the likelihood it would repay the loan on time. 
Since the outbreak of the crisis, the majority of surveyed businesses reported cash flow and financing problems. While all businesses, regardless 
of their size, faced challenges repaying outstanding loans, MSMEs outside the Kampala district seemed to have slightly more serious repayment 
problems.

These financial challenges are equally reflected in MSMEs’ current financial shortfalls. Overall, 73 percent of interviewed MSME owners reported 
shortfalls. The median shortfall amounted to about $10,800, which is about five percent of the median annual turnover (approximately $200,000) 
of all businesses. Not only the absolute shortfalls increase by business size but also the proportion of businesses having a current shortfall (Table 

1 For this analysis, the following business segmentation based on the total employee size was used: micro (< 10), small (10 - 49) and medium (50 - 300).
2 The sample is not necessarily representative of the MSME sector as a whole.
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Note: The figures display the proportion of businesses that experienced changes on their turnover and operating costs. The icons show the extent of the respective increase and decrease.
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