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The Institute of Directors today published a report which includes the results of a recent survey of its members on business finance issues. The report, Business Finance 2002, showed that the majority of interviewees did not believe that access to finance was a problem for their business. However, the majority of interviewees had a cash deposit at their bank and many had increased it over the past year as an insurance policy against a severe economic downturn. The research paper showed that: 

· 74% of directors did not believe that it was difficult to get access to finance for their business. 

· 73% of directors considered that they had a good relationship with their bank.

· 86% of directors reported that their business had never had a request for finance rejected by their bank.

· 65% of directors considered that there was a good choice of bank finance. 

· 32% of directors reported having changed their firm’s bank in the past. 

· 70% of directors had a cash deposit at their bank. Of those members who had such an account, 40% had increased the amount over the last year, 39% had kept the amount at the same level and 21% had reduced it. Of those interviewees who had increased the amount over the last year, 28% did so to build up cash in case of unforeseen circumstances and 23% did so in case there was an economic downturn.

· 40% of directors said that in principle they were prepared to use equity finance to fund their business. Of those directors who were not prepared to use equity finance, 31% felt that it was inappropriate for them because they were a private company or partnership; 31% thought that equity finance was unsuitable because 
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they were a small firm; and 19% avoided this form of finance because they feared that it could result in their losing control of their business.

Richard Wilson, Business Policy Executive at the IoD, said: 

“Despite the increasing gloomy economic environment, most of the IoD members interviewed in our survey do not have difficulty finding capital to finance their businesses. Moreover, our research shows that a majority of IoD members consider that they have a good relationship with their bank and that there is a good choice of bank finance available. Broadly speaking, directors are more concerned about staff shortages, a lack of orders and sales and Government regulation than access to finance. However, many IoD members have quite sensibly built up cash deposits at their banks to guard against a serious economic downturn.

 “The Government can help ensure that firms have access to finance by maintaining a stable macro-economic environment. This is beneficial because it helps to keep the cost of borrowing relatively low for business. At the same time, the Government should aim to keep the burden of taxation on business low, because the principal source of finance for many firms is retained profits.”
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Contact points:

Richard Wilson, Business Policy Executive, tel: 0207 451 3284 

   e-mail: richard.wilson@iod.com

Ruth Lea, Head of the Policy Unit, office tel: 020 7451 3291; 

Steve Reardon, Director of Communications, tel: 020 7451 3263

mobile and out of hours: 07881 626330

Richard Taylor, Press Officer, tel: 020 7451 3264

 mobile and out of hours: 07721 734886





e-mail: press@iod.com
Notes to Editors:

The Institute of Directors is a non-political organisation with some 68,000 members world-wide, of whom more than 55,000 are in the UK. It aims to help directors fulfil their leadership responsibilities in creating wealth for the benefit of business and society as a whole. To this end the IoD provides an effective voice to represent the interests of its members to government and opinion-formers, and to bring the experience of business leaders to bear on the conduct of public affairs.

