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The Barclays Africa Head of Citizenship – Sazini Majapelo 

The Managing Director – Rakesh Jha 

Members of the Board and Management of Barclays Bank Uganda 

All Distinguished Guests, 

Ladies and Gentlemen, 

 

Good evening,  

I am delighted to be part of this formal launch of Barclays Bank’s Financial 

Inclusion Strategy. The goal of “shared’ or “inclusive” growth has moved to 

the top of the development policy agenda in Uganda and many other 

countries around the world. Shared growth is a concern because of fears that 

the benefits of economic growth accrue mainly to the already better off 

sections of society. In these remarks, I want to discuss what the objective of 

“shared growth” means for development policy in general and for the 

financial sector. I will start by discussing what we know about growth in 

Uganda and the extent to which it has been shared or inclusive.  

 

Has growth in Uganda been “shared”? 

 

Whether growth is shared or not can be measured, albeit in a rather crude 

manner, by measures of inequality. The ten years between the 2002/03 and 

2012/13 Uganda Household Surveys (the latter is the latest available), have 

reflected a small reduction in inequality. The Gini coefficient, which takes 

values between 0 and 1, with higher values denoting greater inequality, was 

0.428 in 2002/03 and 0.395 in 2012/13.  Therefore, although Uganda is 

certainly an unequal country in terms of household incomes and 
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consumption, the real economic growth achieved since 2002/03 has been 

broadly shared in the sense that poorer households have enjoyed slightly 

higher growth in their incomes than richer ones. The combination of 

cumulative real per capita income growth of nearly 27 percent in the decade 

from 2002/03 to 2012/13 and the small fall in inequality enabled the 

incidence of poverty to fall from 38.8 percent of the population to 19.5 

percent in this period.   This is no mean achievement. 

 

However, the sustainability of further reductions in poverty may require a 

fundamental structural change in our economy. Research by the World Bank 

found that a large share of the poverty reduction which took place between 

2006 and 2013 was attributable to higher agricultural incomes which were in 

turn the result of an expansion of the area under cultivation, good weather 

and higher agricultural prices in domestic and regional markets, rather than 

increases in agricultural productivity. 

 

Can economic growth become more inclusive? 

 

To make economic growth become more inclusive, it will be necessary for 

households in the lower income segment to achieve much faster income 

growth than those in higher income segments. Where this has been achieved 

in a sustained manner in other developing countries, it has usually involved 

shifting large sections of the workforce out of informal, low productivity 

occupations and into formal sector paid jobs, where labour productivity and 

incomes are much higher. Such a shift, while clearly desirable, is constrained 
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in Uganda presently, because the scale of formal sector job creation is far too 

low in relation to the size and growth of the labour force. 

 

In Uganda, the majority of the labour force earns its living in what are 

variously described as household enterprises or micro-enterprises, in the 

informal sectors of the economy, mainly involving smallholder farming, 

artisanal manufacturing and small scale services such as petty trading. 

Production in these sectors is on a very small scale, uses very little if any 

capital and only rudimentary technology; hence labour productivity is low. If 

economic growth is to become more inclusive, the productivity of labour in 

the household or micro-enterprises must be increased, so that the incomes of 

the workers in these enterprises can rise.     

 

How can productivity and incomes in these sectors be raised? 

 

There are essentially three ways in which labour productivity in the informal 

sectors can be raised. Workers can utilise more productive technologies, such 

as high yield varieties of seeds in farming. They can make changes to the 

types of goods and services that they produce, shifting to higher value 

products.  Finally, if they are not employed fully throughout the year, they 

can devote working time to secondary income earning activities. In the 

2009/10 Uganda National Household Survey, 28 percent of the working 

population reported undertaking a secondary income earning activity. This 

applies particularly to farmers who engage in non-farm secondary activities. 
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Most of these changes require at least some investment of resources on the 

part of the household or microenterprises; for example resources to purchase 

farm inputs or stock for trading activities. They also often involve workers 

bearing the burden of increased risks to their livelihoods, such as the risks 

incurred in producing for the market rather than for home consumption. 

Because of very low incomes by workers in the household enterprises, 

generating the resources needed for even relatively modest investments is a 

major challenge, as is the burden of increased risks to livelihoods. The 

provision of micro-loans, savings facilities and insurance services could 

potentially help to alleviate some of these constraints if it can be done in a 

cost effective manner.  

 

Can the financial sector contribute to growth of the household enterprise 

sectors? 

 

The formal financial sector has not traditionally served the informal 

household and microenterprise sectors of the economy. The reasons are well 

known. The transactions costs for the commercial banks of serving customers 

in these sectors, relative to the income that can be earned, are large. 

Furthermore, commercial banks earn the bulk of their income from loan 

interest but lending to the micro and household enterprises is difficult 

because most potential borrowers in these sectors lack marketable assets 

which can be used as loan security.  

 

Micro-finance institutions offered a solution to the problem of serving 

customers whose financial requirements are small in scale and who lack 
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traditional types of collateral, by using innovative methodologies such as 

group lending. Although some micro-finance institutions have been 

successful, the micro-finance industry as a whole has struggled to provide 

sustainable financial services to the unbanked sections of society. Hence we 

are still looking for a model of providing financial services to the majority of 

Ugandans who are currently financially excluded, and which can be 

economically viable on a large scale.  

 

This requires innovative solutions such as the approach being pioneered by 

Barclays Bank and its partners. It involves a combination of several key 

components which together offer the potential to overcome the obstacles to 

providing financial services to small scale customers; a commercial bank, 

village savings and loan associations (VSLAs), which by pooling the 

resources of members can help to reduce transaction costs and strengthen 

loan security, and the use of digital technology – a mobile wallet which can 

be used to transfer money to and from a group bank account - to reduce costs 

of access.  

The “Shared Growth” program also entails the integration of components for 

skills, enterprise development and financial inclusion including financial 

literacy; which are vital in resolving many demand-side constraints to formal 

financial services, as well as supporting job creation that is central to 

achieving more inclusive growth and development.  

 

I want to commend Barclays and its partners on this holistic initiative. The 

project is already serving 39,000 customers and aims to reach 300,000 within 

five years, which is almost two percent of the adult population of Uganda.   
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If it is scaled up as planned, it will offer a major breakthrough in enhancing 

financial inclusion. In doing so, it can provide the financial services which 

household enterprises and microenterprises need if they are to overcome the 

constraints that they face in making the investments that can raise their 

productivity and incomes. It can thus contribute to shared growth in Uganda.  

On our part as regulators, we reiterate our commitment to provide the 

necessary enabling environment including undertaking necessary regulatory 

reforms to support such innovations and foster reliability and soundness of 

the financial sector. 

  

It is now my honor to formally launch the “Shared Growth Strategy” for 

Barclays Bank.  I thank you for listening to me. 

 


