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Abstract 

 

Studies have demonstrated that financial inclusion or being part of a formal financial system, 

has the potential to improve the quality of life, and is one of the key pillars of economic growth, 

given that it promotes social inclusion and reduces poverty levels.   Consequently, a number of 

jurisdictions including Uganda, have over the years put in place deliberate policies to encourage 

the financial inclusion of their citizenry.  However, the national census of 2014 revealed that 

approximately 57 percent of the urban households did not have bank accounts.  Most of the 

middle class reside in urban areas and, therefore, it implies that a large number of them appear 

to be excluded from the banking sector.  It is worth noting that in the context of Uganda and 

this research, bank account do not include mobile money accounts, although mobile money 

companies are regulated by the Central Bank.  

The  middle class play a significant role in promoting economic growth especially through their 

purchasing power.  As such, their continued exclusion from the formal banking sector,  

specifically that which is regulated by the Central Bank, could have far-reaching implications 

on the pace of the country’s economic growth.  A significant proportion of bank deposits in the 

formal banking sector regulated by Bank of Uganda sit in Commercial banks, with a small 

percentage held in Credit Institutions and Micro finance Deposit Taking Institutions (MDIs). 

As such, this study, sought to understand the major factors affecting access, usage and quality 

of commercial banking services accessed by the middle class, using a case study of Kampala 

which is the capital city of Uganda.   

It has been ascertained that financial inclusion is sensitive to context and is affected by the 

emotions of people.  It was against this background that a literature review on factors affecting 

financial inclusion in six (6) countries was conducted.  The countries spanned across the 

developed and less developed world namely: United States of America, United Kingdom, India, 

Nigeria, Kenya and Uganda.  The review gave the researcher a broad view of the various factors 

affecting financial inclusion or access to formal financial services generally, excluding  mobile 

money.  These were subjected to further research, to ascertain whether they affected the middle 
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class in Uganda.  In order to obtain credible research findings, a mixed methods research 

approach was adopted.  Logistic regression and the Linear Probability Model (LPM) were used 

to analyse the primary data which was collected using questionnaires completed by a quasi 

random sample of two sub-groups of the urban middle class.  Follow-up qualitative interviews 

were held with respondents who were willing to share additional information.  This enabled the 

researcher obtain a better appreciation of the motivations and experiences lying behind the 

statistical results.  The results of the study revealed that the major factors affecting financial 

inclusion amongst the Ugandan middle class were; high bank charges, inadequate  handling of 

customer complaints, fear of compromised privacy, low trust in the banking sector, long lines 

in banking outlets, negative experiences with banks, unstable internet and ATM services, 

amongst others. 

Arising from these findings, and benchmarking with other countries, the study has highlighted 

a number of recommendations for various stakeholders. The Government of Uganda should  

consider the need to have a professionally managed and widely marketed Government owned 

commercial bank with a large branch network to cater better for the needs of the middle and 

lower class Ugandan. The Central Bank should consider engaging with commercial banks to 

explore the possibility of opening ‘basic bank accounts’ or ‘no frill accounts’ which do not 

attract any fees or charges, for certain segments of the population, as has been done in other 

jurisdictions. Additionally, Bank of Uganda should enhance its effort in strengthening the 

customer complaints management process by both the commercial banks and within the Central 

Bank itself.  Alternatively they could consider establishing a Consumer Protection Department 

or Unit for financial services.  The Government should intensify its drive of providing stable, 

faster and affordable internet across the country in order to better support alternative channels 

of banking. Finally, the public should be better informed about the role of the Deposit Protection 

Fund of Uganda in compensating depositors up to the insured limit in the event of a bank 

closure.   

Key words: financial inclusion, middle class, commercial banks, economic growth, mixed 

research, access, usage and quality of banking services    
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Chapter One  Introduction 

 

1.1 Background  

 

According to the Alliance for Financial Inclusion (AFI), the definition of financial inclusion varies 

depending on national context.  Most jurisdictions that have defined financial inclusion, mention 

the need for access to formal financial services which ultimately leads to improved quality of life 

(Alliance for Financial Inclusion, 2017).  In Uganda, an individual is said to be financially included 

when they have access to and use a range of quality and affordable financial services which help 

ensure financial security (National Strategy on Financial Inclusion, 2017). There are a number of 

theories which define financial inclusion. According to Lederle (2009) financial inclusion is an 

individual’s ability to access and effectively use appropriate mainstream financial products and 

services.  Sarma (2008) on the other hand, defines financial inclusion in a similar manner, but adds 

a key dimension of ‘availability’ of financial services.  He asserts that financial inclusion is 

achieved when the financial system is accessible, available and utilised by members of the society. 

Maxima (2010), defined financial inclusion as the “universal access, at reasonable cost, to a wide 

range of financial services for everyone needing them, provided by a diversity of sound and 

sustainable institutions”. The emphasis on having  financial services provided by sound institutions 

implies that financial inclusion is closely linked to or includes the movement of savers from using 

informal groups such as village self-help groups, to formal financial institutions such as banks and 

micro-finance institutions.  People are therefore, said to be financially included if they access and 

use formal basic financial products such as current accounts, savings accounts, loans or personal 

overdrafts and insurance (Chambers, 2004).   Although the theories surrounding the definition of 

financial inclusion are varied, they center around access which refers to banking the unbanked, 

and usage of affordable quality financial services which improve the economic well-being of 

citizens including the vulnerable who would like to access financial services.   

  

Countries, especially those in the developed world, have for some time now, prioritized the ability 

of their citizens to access timely, affordable, and adequate financial services, because of the 

realization that financial inclusion can spur economic growth as well as promote social inclusion 
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and poverty reduction (Park and Mercado, 2015; Ozili 2020).  Less developed countries like 

Uganda have more recently followed suit.  The country signed up to the Maya Declaration of 2011 

and subsequently, put in place a strategy to improve financial inclusion levels by addressing the 

four (4) pillars of: financial literacy, financial consumer protection, financial innovations and 

Financial Services Data & Measurement (Bank of Uganda Financial Inclusion Project, 2013).  In 

order to measure and monitor financial inclusion levels, countries that were part of the Maya 

Declaration resolved to design mechanisms of measuring financial inclusion levels in terms of; 

level of access, usage, quality and impact of financial services on the lives of consumers (Bank of 

Uganda Financial Inclusion Project, 2013).  

1.2 Rationale  

 

While Uganda has made substantial progress in enhancing financial inclusion levels, various 

sections of the population continue to face a number of challenges with opening and using basic 

deposit accounts as well as accessing quality basic banking services.  As expected, the 

communities that are most affected are those in rural settings given that they are far away from 

banks and less engaged with the formal economy.   Indeed, statistics compiled during the last 

national census of 2014, showed that 88 percent of the rural households did not have bank accounts 

(Uganda Bureau of Statistics, 2014).   It is no wonder that most surveys on financial inclusion have 

placed a lot of emphasis on understanding the barriers to financial inclusion affecting this segment 

of the population.  This has resulted in a growing number of them steadily getting absorbed in the 

formal banking sector.  Although this is an encouraging development, it is important to note that 

the same census revealed that more than half (57 percent) of the households living in urban areas 

did not have  bank accounts (Uganda Bureau of Statistics, 2014).  According to available national 

statistics, 78 percent of the urban population fell in the middle class bracket (Guloba et all, 2019), 

thus implying that a large percentage of the middle class were financially excluded, despite the 

fact they were within the vicinity of financial institutions.  This is a sharp contrast to the scenario 

in developed countries where the middle class have embraced formal banking services, with only 

pockets of minority populations locked out.  

The categorization of people as falling into the middle class is varied and can be based on  income, 

wealth and consumption amongst others (Luhby and Baker, 2017).  According to the African 



 

 

 

3 

 

Development Bank, the middle class can fall into three major categories namely; floating, lower 

and upper middle classes (African Development Bank, 2019). The floating middle class are a 

vulnerable class, because they can easily slip into being poor in case of exogenous shocks. The 

lower middle class live on USD 4-10 per day while the upper middle class consume USD 10 – 20 

per day. The threshold for the middle class according to the African Development Bank is slightly 

lower than that proposed by Ayoki (2012), who stated that a middle-class Ugandan typically 

spends around USD 500 to USD 1,500 per month and are either employed in medium of large 

organisations or run small trading businesses in towns, whom he categorized  as the ‘trading middle 

class’.  For this research Ayoki’s definition was used because it was richer and more relevant to 

the Ugandan context.  

Guloba et all (2019), used the definitions fronted by the African Development Bank and studied 

data contained in the Uganda National Household survey (2016/17) to determine the proportion of 

Ugandans falling in the various income classes. According to their analysis, slightly over a half of 

the Ugandan population fell in the middle class (57 percent), the poor constituted 42 percent of the 

population while the rich were only 1 percent (Uganda Bureau of Statistics; 2018).  Most of the 

poor resided in the rural areas while the middle class and the rich were in urban centers (Uganda 

Bureau of Statistics, 2018); this is expected and is the trend amongst lower income countries. The 

statistics, however, indicated that although the largest percentage fell within the middle class 

category, 35 percent of these constituted the floating middle class, meaning that the middle class 

in Uganda is weak and needs to be strengthened (Guloba et all; 2019).  This is because a strong 

middle class has the potential to create the much needed purchasing power which is an engine for 

economic growth (Ayoki, 2012).  In addition, they contribute to economic growth through their 

small-scale trading activities.   

It is against this backdrop that the role of the middle class in promoting socio-economic 

development should not be underestimated (Baradt and Okello, 2019).  After acknowledging the 

role the middle class play in transforming an economy, Guloba et all (2019) conducted an analysis 

to ascertain the factors which promote growth of the middle class. They posited that increasing 

urbanization, having smaller families, education and engagement in economic activities especially 

those which are entrepreneurial in nature would increase and grow the strength of the middle class. 
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Unfortunately, however, these may not yield the desired results if the majority of the middle class 

remain locked out of the formal banking sector.   

This study, therefore, placed emphasis on understanding the factors which deter the middle class, 

who predominantly reside in urban areas, from enjoying formal basic banking services.  For the 

purposes of this research, this was limited to depositing and withdrawing funds from commercial 

bank accounts.   

1.3 Literature Gap 

 

There have been very few academic studies on financial inclusion in Uganda. One such study was 

conducted by Akileng et al in 2018 using a sample from the rural and urban population. They 

sought to understand the impact of financial literacy and financial innovation on financial inclusion 

levels. Their study was informative and ascertained that financial literacy had a strong effect on 

financial inclusion. However, the research was limited given that it placed emphasis on testing the 

impact of only two independent variables on financial inclusion. The research study controlled for 

demographic factors such as income, age, education level and gender.  

Another study was conducted by Dupas et al in 2018. Their study ascertained that the major reason 

Ugandans in rural areas don’t open bank accounts is mainly because of poverty, which affects the 

amount of income they can set aside to bank.  Other factors included; long distances to the bank, 

lack of interest payments on the accounts (despite inflation which erodes the value of money over 

time), and having a limited variety of basic banking products which suit the needs of the 

community.   

 In view of the limited academic research in this area, the country places a lot of reliance on 

information contained in the National Finscope Surveys on financial inclusion, which are 

conducted once every four (4) years.  While these surveys contain a lot of useful information on 

financial inclusion including factors affecting access to banking services, they do not critically 

analyse factors affecting usage of deposit accounts and those which affect the quality of basic 

banking services accessed by the population.  This is despite the fact that usage and quality of 

banking services are key dimensions of financial inclusion. Additionally, the surveys place 

emphasis on the challenges faced by the rural population, with less attention paid to the plight of 
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the urban populations.  Finally, Finscope surveys categorise all deposit-taking financial institutions 

regulated by Bank of Uganda, as one group when conducting their analysis.  This disregards the 

fact that the business models of commercial banks vary from those of Credit Institutions (CIs) and 

Micro-finance Deposit-taking Institutions (MDIs).  

1.4 Literature review and theoretical framework   

  

In order to understand financial inclusion, an extensive literature review was conducted. This 

provided a deeper understanding of the definition, evolution, measurement and factors affecting 

financial inclusion. In view of the fact that factors affecting financial inclusion are contextual, the 

literature brought to the fore, factors affecting financial inclusion in a few selected developed, 

emerging and less developed countries.  The developed countries that were studied included the 

USA and UK, while India represented the situation in emerging economies.  The literature on 

Kenya and Nigeria, alongside Uganda itself, helped to appreciate the financial inclusion barriers 

in less developed countries.  These countries (except Uganda), were chosen mainly because there 

was substantial research on financial inclusion affecting their communities. In addition, it gave an 

opportunity for the researcher to obtain a broad spectrum of possible factors which could have an 

impact on financial inclusion in the country.   

The study was underpinned on the theoretical framework advanced by the Center for Financial 

Inclusion (2018) which states that financial inclusion is affected by ease of access to the financial 

system, usage of financial products, quality of services as well as impact on the use of financial 

products on the welfare of users.  This means that in order to increase financial inclusion levels it 

is necessary to address factors which affect each of these dimensions.  In view of the length of 

time it would take to ascertain whether the welfare of the population improved due to having access  

to quality banking services, especially given that many other factors affect welfare, the study 

placed emphases on understanding factors affecting access, usage and quality of banking services.   

1.5 Methodology  

 

The factors affecting financial inclusion as derived from the literature, are tested, in the quantitative 

empirical part of this research. Data for analysis was obtained from results of a questionnaire 
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survey which was administered on a stratified quasi random sample, of the trading and employed 

middle class in Kampala. Logistic regression was used to determine the variables which had a 

significant impact on access, usage and quality of basic banking services accessed by the middle-

class Ugandan.  The factors which are observed to be statistically significant, are further 

interrogated in the qualitative phase of the research, in order to better appreciate how they might 

affect the trading and employed middle class.  This investigation was conducted in part because 

financial inclusion is a relative concept which is affected by the contextual circumstances under 

which a population lives (Lederle, 2009), and it is important to learn whether factors affecting it 

operate in the same fashion in different contexts. 

1.6 Scope of the study 

   

This study will focus on commercial banks because they hold approximately 97 percent of the total 

deposits in the banking sector which is regulated by the Central Bank (Bank of Uganda). As at 

December 2021, deposits in commercial banks stood at UGX 28.6 trillion, compared to UGX 0.6 

trillion and UGX 0.4 trillion in Credit Institutions and Micro-finance Deposit taking Institutions 

(MDIs) respectively (Bank of Uganda, Annual Supervision Report 2021).  Although mobile 

money companies are now regulated by the Central Bank, they are not classified as part of the 

banking sector.  Commercial banks were of further interest for this study because they are heavily 

concentrated in urban areas.   

Additionally, this research placed emphasis on identifying factors affecting the financial inclusion 

of the middle class residing in Kampala city, because the urban population in Uganda is heavily 

concentrated in Kampala City.  According to the National Census conducted in 2014, 20 percent 

of the urban population resides in Kampala City with the second largest urban center being 

Nansana Municipality which is home to only 5 percent of the urban population (Uganda Bureau 

of Statistics, 2014).  This implies that except for Kampala City, the rest of the urban population is 

sparsely distributed across the country, making it practically difficult to cover in a study such as 

this.  Nevertheless, the commercial banking experiences of the middle class in Kampala might be 

somewhat similar to those experienced by the middle class elsewhere in the county.  
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1.7 Objectives of the study 

  

In order to obtain an understanding of factors affecting the financial inclusion of the Ugandan 

middle class the, study sought to achieve the following objectives:   

a) To identify the factors which have a significant impact on the decision by the middle class 

to open a bank account with a commercial bank.  

b) To identify the significant factors affecting usage of commercial bank deposit accounts by 

the middle class in Kampala.  

c) To identify the significant factors which affect the quality of commercial banking services 

accessed by the middle class in Kampala City?       

d) To recommend policies which will enhance the role of commercial banks in contributing 

to the financial inclusion of the middle class in Uganda.   

 

Access to a formal bank account is said to be the ‘gateway’ to financial inclusion because it is a 

pre-condition for accessing a number of other services provided by financial institutions such as: 

savings, credit, insurance, transfers and payments (World Bank, 2021). In Uganda formal bank 

accounts which serve as a gateway to the banking sector are current and savings accounts.  These 

accounts are operated in a similar manner, with the major difference being the need for a minimum 

balance for savings accounts and the ability to overdraw a current account.  Consequently, this 

study will place emphasis on factors impacting on the three dimensions of financial inclusion 

which have been identified by the Center for Financial Inclusion as:  access, usage and quality of 

basic deposit services offered by commercial banks.  In order to understand the impact of financial 

inclusion on welfare (the 4th dimension identified by the CFI), a separate study would be required.  

This is because issues related to welfare need to be studied over a long period of time, given that 

many factors other than financial inclusion can improve an individual’s quality of life.   

 

For purposes of this study, the word ‘bank’ refers to a commercial bank.  The variables of particular 

interest in this study (dependent variables in the quantitative analyses) are indicators of access, 

usage and quality of banking services, while the potential explanatory factors (independent 

variables in the quantitative analyses) are wide-ranging and include, for example, distance to bank, 

level of income, bank charges, and experiences of long lines and rude bank staff, amongst others.   
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1.8 Research questions 

 

Through collection and analysis of quantitative data obtained from a survey sample, coupled  with 

an analysis of qualitative follow-up interviews, the study sought to provide answers to the 

following research questions.   

 

a) What are the independent variables which have a statistically significant impact on 

access and usage of bank accounts by the middle class in Kampala City?  

b) What are the independent variables which have a statistically significant impact on the 

quality of banking services experienced by the urban middle class. 

c) What are the reasons given by some sections of the middle class for not accessing and 

actively using bank accounts?  

d) What are the reasons given by the middle class for not being satisfied with the quality 

of banking services?  

e) Are there aspects of financial inclusion policies that can be borrowed from developed, 

emerging and less developed countries in order to improve access, usage and the quality 

of deposit products offered by commercial banks in Uganda?  

1.9 Significance of the study 

 

In view of the limited research on financial inclusion in Uganda, this research will contribute to 

closing the existing literature gap on financial inclusion.  The study has paved the way for the 

formulation of policies which will increase financial inclusion levels amongst the middle class, 

who are key drivers of economic activity.  Additionally, these policies will support the extension 

of financial services to wider groups, as the economy develops.  The Government of Uganda, Bank 

of Uganda and commercial banks could use this study to make appropriate adjustments to their 

policies and strategies in order to boost financial inclusion.  
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1.10 Chapter Summary  

 

This chapter has briefly highlighted the importance and evolution of financial inclusion in Uganda. 

It has indicated the rational for the study which arose from the intriguing fact that a number of 

middle class Ugandans who have some reasonable disposable income and operate within the 

proximity of commercial banks, don’t have formal bank accounts. An overview of the breadth and 

depth of the literature review which was conducted to explore the theoretical background to 

financial inclusion, as well as obtain evidence from a range of countries regarding the nature, 

extent and drivers of financial inclusion was provided.  This  informed the objectives and research 

questions for the study as well as the research methodology.  The significance of the study in terms 

of bridging a literature gap and increasing national financial inclusion levels was discussed.  

In order to gain an understanding of the factors that could affect financial inclusion, an extensive 

literature review and synthesis was conducted.  This covered the structure of the Ugandan financial 

sector, evolution of commercial banking and financial inclusion in the country, recent 

developments in the sector, the level of financial inclusion and factors which impact on financial 

inclusion.  Furthermore, in order to obtain a broad perspective on financial inclusion, literature 

was obtained on five (5) countries, namely: the UK, USA, Nigeria, Kenya and India, in addition 

to Uganda itself.  The literature review presented in Chapters 2-3 provided an insight into the 

various factors affecting financial inclusion and the research paradigms which have been used in 

understanding financial inclusion.  This informed the decision of the researcher to adopt a mixed 

research approach with a largely balanced emphasis on both the phenomenological and positivist 

paradigms (Chapter 4).  In order to test the methodology, two (2) pilot studies were conducted.  

Subsequently, a few aspects related to the scope, research questions and methodology of obtaining 

information from respondents were adjusted in line with the pilot study findings.  The results of 

the analysis of the quantitative survey relating to the key research questions are presented in 

Chapter 5.  A detailed thematic account and interpretation of the qualitative interviews is presented 

in Chapter 6.  Arising from the results of the quantitative and qualitative study, a number of 

recommendations are made in the concluding Chapter 7 to enable policy makers strengthen the 

role of commercial banks in improving financial inclusion levels.  
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Chapter Two Literature Review and Theoretical Framework 

 

2.1 Introduction 

 

This chapter reviews literature on the definition of financial inclusion, its evolution, importance 

and measurement. It highlights factors affecting financial inclusion in a few selected countries, 

which span across the developed, emerging and less developed economies.  This broad selection 

provided the researcher with a rich overview of factors affecting financial inclusion and possible 

policy measures which could be adopted in Uganda.  The countries of interest selected were; the 

USA, UK, India, Nigeria, Kenya and Uganda.  The overview on Uganda is quite detailed given 

that it was the main focus of the research.  It highlights the structure of the financial sector in 

Uganda, the evolution of the Ugandan commercial banking sector within the economic, social, 

political and regulatory setting of the country and factors affecting the financial inclusion of 

Ugandans.  It further provides statistics on financial inclusion levels in the country and, a 

comparison is made against global, Sub-Saharan and low income country averages.  

 

Arising from the available literature, the broad elements that comprise financial inclusion were 

determined. These were; access to financial services, usage and quality of these services as well 

as impact on welfare. In view of the fact that ascertaining whether financial inclusion resulted in 

an improvement of welfare would entail more extensive and wide-ranging research and data 

collection, potentially beyond the scope of this doctoral project, the study was structured to place 

emphasis on identifying factors which affect access, usage and quality of banking services. A 

number of researchers have conducted studies to understand factors affecting financial inclusion, 

but these have generally placed emphasis on factors affecting the dimension of access and in a few 

cases usage.  

 

In determining the factors affecting the three (3) dimensions  of financial inclusion, the research 

evolved to concentrate mainly on understanding the demand- rather than the supply-related factors.  
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This was because supply–related factors place emphasis on actions taken by financial institutions 

to provide accessible and affordable banking services.  Although in practice there are often 

connections between the two, gaining an in-depth understanding of the supply-related aspects of 

financial inclusion would necessitate a separate study.  A  number of demand-related factors have 

a cross cutting effect on access, usage and quality of banking services. For instance, when potential 

customers have to walk long distances to access their bank accounts, they may get discouraged 

and opt not to open a bank account.  Those who decide to opened bank accounts, may use their 

accounts less often because of the time and cost of accessing the bank.  Finally, the effort it takes 

to operate one’s bank account could impact on the customer’s perception of the quality of services 

obtained from the bank. With this in mind, and also in order to avoid repetition, this chapter 

highlights the general factors affecting financial inclusion in six jurisdictions, without categorising 

them under the aspects of access, usage and quality of banking services.    

2.2 What is financial Inclusion? 

 

The definition of financial inclusion is broad and varies across divides.  According to Lederle 

(2009) financial inclusion is an individual’s ability to access and effectively use appropriate 

mainstream financial products and services.  Sarma (2008) on the other hand, defines financial 

inclusion in a similar manner, but adds a key dimension of ‘availability’ of financial services.  He 

asserts that financial inclusion is achieved when the financial system is accessible, available and 

utilised by members of the society.  Maxima (2010), defined financial inclusion as the “universal 

access, at reasonable cost, to a wide range of financial services for everyone needing them, 

provided by a diversity of sound and sustainable institutions”.  People are therefore said to be 

financially included if they use basic financial products such as current accounts, savings accounts, 

loans or personal overdrafts and insurance (Chambers, 2004).  Financial Inclusion is also said to 

exist when a population that can access financial services can do so with dignity, affordability and 

convenience (Care International Uganda, 2014).  The Reserve Bank of India defines financial 

inclusion as the delivery of banking services at an affordable cost to disadvantaged and low-

income groups (Leeladhar, 2006).  This definition however would seem to imply that only the low 

income earners are marginalized which may not be the case as demonstrated in this study. 

According to Zins and Weill (2016) a person is financially included if they have an account in a 
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formal institution. This is because they can access many other services such as savings, loans, 

insurance and payment systems. The World Bank (2021), defines financial inclusion as follows: 

 

‘Financial inclusion means that individuals and businesses have access to useful and 

affordable financial products and services that meet their needs – transactions, payments, 

savings, credit and insurance – delivered in a responsible and sustainable way.’ World 

Bank -Financial Inclusion Overview (worldbank.org) 

 

Although the definitions of financial inclusion are varied, they center around access and usage of 

affordable quality financial services which improve the economic well-being of citizens including 

the vulnerable.   

  

2.3 Evolution of Financial Inclusion  

 

Financial inclusion can be viewed as a sub-set of the broader concept of social inclusion. 

According to Levitas et al (2007), social exclusion is the denial of access to goods and services 

which a majority of the population is able to access in order to improve their quality of life. It 

involves barriers to participation in activities which are economic, social, cultural or political in 

nature (Levitas et all, 2007).  People who are  excluded from formal financial services get exposed 

to the negative effects of social exclusion (Sinclair, 2013). These include incurring extra costs for 

transacting, restrictions on the types of financial services one can benefit from and exposure to 

risks associated with failing to save (Sinclair, 2013). As such, those who are financially excluded 

are socially excluded as well.   

 

Financial inclusion gained prominence in the United States of America in the 1970s. This 

culminated in the enactment of the US Community Re-investment Act (CRA) which was passed 

in 1977 (Caskey, 1994), to deter banks from marginalising low income and minority communities 

(Caskey, 1994; Marshal 2004; Leeladhar, 2006, Office of the Comptroller of the Currency, 2016).   

The spirit behind the CRA was that because banks accessed the national payment system, they had 

a public duty to serve the community in which they operated. (Litan et al, 2000). Furthermore, 

https://www.worldbank.org/en/topic/financialinclusion/overview
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there was a growing need for some form of regulation given that free markets tended to ignore the 

financial needs of older, lower income, and ethnic minority borrowers (White Haag, 2002). 

Subsequently, interest in financial inclusion gained prominence in the 1990s, in countries like the 

UK ,when mainstream banks became risk averse and cut back on services to the less fortunate 

sections of society (Fuller 1998, Leyshon and Thrift 1995).  According to Marshal (2004), the 

heightened competition within the financial sector coupled with developments in information 

technology resulted in a drive to cut costs and this led to an unintended consequence of some 

groups being left out of the banking system, hence the deliberate effort from Government to 

include them in the financial sector.   

  

At the same time, society as a whole, especially in developed countries, was moving away from 

relying on cash and embracing electronic modes of transacting banking business. By the late 

2000s, financial regulators, governments and the banking industry in many countries 

acknowledged the importance of financial inclusion and established various organs to address 

barriers to inclusion (Sarma, 2008).  Additionally, the financial sector and various institutions of 

international repute embraced the need to play a pivotal role in enhancing financial inclusion.  

These included the; banks, Center for Financial Inclusion (CFI), International Monetary Fund 

(IMF), Group of Twenty (G20), International Finance Corporation (IFC), Alliance for Financial 

Inclusion (AFI), and the Consultative Group to Assist the Poor (Amidzic et al, 2014). In 2015, the 

United Nations Member States (Uganda inclusive)  adopted the 17 Sustainable Development Goals 

(SDGs) which focused on ending poverty, protecting the environment and improving the welfare 

of all human beings by 2030 amongst others (United Nations, 2015).  These goals are linked to the 

need to increase financial inclusion since studies have demonstrated that financial inclusion 

reduces poverty levels.   

 

As Governments put pressure on the banking sector to take care of the needs of the less fortunate, 

interest grew in micro-finance and its role in improving lives of the poor especially in the less 

developed countries.  According to Srnec and Svobodova, between 1970 and 1980 there were a 

lot of informal micro-finance arrangements which started, these were mostly self-help groups and 

peer groups (Srnec and Svobodová, 2009).  By the 1990s, many of these groups had evolved into 

formal institutions and they received support from various bodies such as NGOs, thus reaching out 
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to a wider population.  It was no wonder that 2005 was declared the International Year of Micro-

credit.  Currently there are a number of micro-finance institutions that are run as pure businesses 

(Srnec and Svobodová, 2009). In Uganda, deposit taking micro-finance institutions are regulated 

by the Central Bank and they are key in providing formal banking services such as micro-credit, 

savings, insurance and fund transfer services.  Nevertheless, commercial banks remain the main 

providers of financial services to the population.  

 

2.4 Importance of financial inclusion 

 

Financial inclusion is important because it has the potential to improve the quality of people’s lives 

(Lederle, 2009).  According to the Consultative Group to Assist the Poor (CGAP), households that 

access credit and save, improve their welfare (CGAP, 2015).  The day- to- day management of 

finances also tends to improve greatly when people have access to appropriate financial products 

(Sarma, 2008;  Prina, 2015). According to a study conducted by Prina in Nepal in 2015, people  

who were given convenient access to basic saving bank accounts with no fees charged not only 

improved on the management of their money, but felt that their financial well being had improved 

after opening and using the bank accounts (Prina, 2015). At a macro -level, a study conducted by 

Agyemang-Badu et all (2018) on 48 African countries using macro-economic data obtained from 

the World Bank, indicated that there was an inverse relationship between financial inclusion levels 

and poverty. The suggestion was that improved financial inclusion levels reduce poverty.  In the 

course of time however, such a relationship could reflect causation running in either direction. In 

addition to poverty, failure to financially include a population could lead to or exacerbate social 

exclusion due to challenges faced in accessing basic services such as health care, education and 

jobs amongst others (Wentzel et al, 2013).  Social exclusion affects not only the quality of life of 

the affected individuals but also cohesion or stability of society (Levitas et al, 2007).  

 

 In terms of the economy, financial inclusion can promote efficient resource allocation (Sarma, 

2008) and therefore, promote growth in GDP.  This was confirmed by a study conducted by the 

IMF on six countries including Uganda.  The study revealed that a 1 percent increase in the credit 

to investment ratio as a result of easier access to credit, could lead to an increase in GDP for all 
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countries, although to varying levels.  The research further confirmed that country-specific 

blockages to financial inclusion need to be well understood given their overall impact on the 

economy (Dabla – Norris et all, 2015).  According to the former Governor of the Central Bank of 

Uganda, financial inclusion attracts deposits into banks which can be used for onward lending to 

private investors, hence contributing to economic growth in the long run (Mutebile, 2013).   

 

In addition to economic growth, financial stability is strengthened if the deposit base is diverse 

(Cull et al., 2012).  This is because in times of uncertainty, the big depositors will tend to withdraw 

their money first (Huang and Ratnovski, 2011), leaving the numerous small depositors who 

collectively hold a significant proportion of the total deposits. According to an analysis conducted 

by Wang and Luo (2021), based on data derived from the IMF Financial Access Survey from 2004 

to 2018,  high levels of access and usage of financial products results into a higher level of banking 

soundeness in emerging countries. In his study, access was measured in terms of  bank and ATM 

coverage while usage was determined by the amount of deposits and loans in the sector. Generally, 

when banks have access to more funding they can diversify their loan portfolio and reduce the 

level on non-performing assets. On the deposits side, increased financial inclusion results in banks 

having more stable deposits (Wang and Luo, 2021). This is  mainly because more retail depositors 

will place their money in banks and these are less affected by economic fluctuations, compared to 

wholesale depositors (Neaime and Gaysset, 2018).  

 

Although access to formal banking services through commercial banks and micro-finance 

institutions contribute to economic growth, a study conducted on Nigeria in 2017 illustrated that 

the contribution of micro-finance to economic development was more short than long term (Murad 

and Idewele, 2017).  The study recommended the need for investment in other critical sectors of 

the economy such as agriculture in order to improve GDP per capital levels.  This underscores the 

fact that, while financial inclusion promotes economic development, Governments, especially 

those in less developed countries, need to put in place strategies to develop other sectors of the 

economy, in order to promote long term economic development.  This points to the critical role 

commercial banks play in economic development given that they are better placed to disburse 

longer term loans for investment in various core sectors of the economy such as agriculture, 

education, tourism and health, amongst others.  
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In addition to formal banking services, a number of studies have illustrated that the up-take of 

mobile money leads to economic growth.  Mobile money is a service which allows people who 

have mobile telephone numbers, to store e-value on their SIM (Subscriber Identify Module) cards 

(Ndiwalana, 2010).  It is provided by Mobile Network Operators and in Uganda these are mainly 

MTN and Airtel.  Subscribers to the product can transfer money held on their SIM cards to other 

subscribers and also receive money. In order to cash out, one has to provide personal details to a 

Mobile Money Agent. The Ugandan model is structured in such a way that Mobile Money Agents 

can only transact if they have ‘virtual money’ locally referred to as ‘float’.  The amount of virtual 

money each agent holds is equivalent to actual cash held in a bank.  Although mobile money started 

as a simple money transfer service, it has steadily evolved and customers can now use it to store 

value (save) and access micro-credit.  

 

In the light of the above, it appears that the drive to improve financial inclusion levels through 

advances in technology, could steadily result in less use of cash and more use of e-money.  

However, the phasing out of cash usage has to be gradual and strategic, because of the existence 

of the poor or marginalized communities that don’t have access to banking and digital payment 

systems (Lupo-Pasini, F, 2021). Indeed Lupo-Pasini asserts that this risk has been recognized by 

policy makers in countries like the UK and USA and there is now a return to the need to balance 

cash and e-money.   Access to cash is therefore, still a very important aspect of financial inclusion 

(Lupo-Pasini, 2021).  

 

The Ugandan economy is largely cash driven and one of the major costs of the Central Bank is the 

cost associated with printing currency (Bank of Uganda, 2020).  In order to reduce the costs and 

risks of overly depending on cash, the Government has encouraged the developed of e-money, and 

to that end, new payment mechanisms such as mobile money have been embraced.  Evidence 

presented later in this thesis confirms the continuing heavy reliance on cash, especially by the 

trading middle class.  The on-set of the COVID-19 pandemic saw a number of bank customers, 

resort to digital payment mechanisms, mainly because of the fear of contracting the virus through 

touching cash and the restricted movement due to lockdowns imposed by the Government. Banks, 

on the other hand, devised various applications to serve their customers digitally.  As the country 
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strives to reduce reliance on cash, it is important that this is phased, so that the poorer sections of 

the population who cannot afford mobile phones are not financially excluded.  

 

Although not a focus of this study, it is important to cautiously observe that while financial 

inclusion promotes economic growth and improved welfare of individuals, care should be taken 

to avoid excessive financialisation. According to Palley (2013), this is a process where financial 

institutions, financial markets and the financial upper class become very powerful and exert undue 

influence on economic policy, resulting in negative consequences for the ordinary citizen and the 

economy as a whole. Examples of such negative effects  include amongst others a shift from real 

estate to investment in financial instruments, increased income inequality as the rich get richer, 

wage stagnation and possibly economic recession. In order to avoid these risks, there should be 

some sort of control over financial markets and ensure corporations are more responsive to 

interests of various stakeholders including the public (Palley, 2013).  Indeed research studies have 

indicated that the global financial crisis which started in the USA and spread to the UK, then to 

the rest of the world was a result of financialization as debt-financed consumption increased 

substantially. This was triggered by strategies adopted by banks to maximise short term gains 

through lending to low income earners using products such as credit cards and home equity lending 

amongst others (Dodig et al, 2016).  

 

2.5 Measurement of Financial inclusion  

 

There is no doubt that financial inclusion plays a critical role in the world economy.  As such, its 

measurement is necessary because it enables policy makers track progress made in attaining 

desirable financial inclusion levels.  The measurement of financial inclusion, however, is not a 

straightforward process.  It varies across economic and geographical divides because it is a 

dynamic and multidimensional in nature.  

 

Financial inclusion can be measured most obviously in terms of the number/proportion of 

households using financial services (Kempson and Whyley, 1999).  In India, financial inclusion is 

measured in terms of the number of people operating basic savings and current accounts.  They 

ascertain the proportion of the adult population (above 19 years of age) that uses basic banking 
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services (Leeladhar, 2006).  Uganda measures financial inclusion in terms of the percentage of 

adult population (above 18 years) with bank accounts, number of bank branches per 1000 adults 

and number of ATMS per 1000 adults amongst others (Bank of Uganda, Financial Inclusion 

Project, 2013). While measuring financial inclusion in terms of the proportion of adults having a 

bank account seems reasonable, there is need to ensure that the total population used in the 

computation is one that actually needs the financial services. This draws from the theoretical point, 

advanced by Salignac et all (2016), that it is only people who need financial services but cannot 

access them, who can be described as not financially included. 

 

While the methodology of measuring financial inclusion differs across countries, there has been a 

growing need for indicators that can be used for comparison purposes.  The inherent dynamics 

embedded within the financial inclusion process, however, present real challenges for scholars 

attempting to develop such indicators.  For instance, in communities where there is preference for 

savings accounts, it would be erroneous to measure financial inclusion by the number of people 

with transactional accounts or current accounts.  The level of financial inclusion should therefore, 

it is argued, be pegged to the measurement of the following more general constructs: necessity of 

access, extent of access, appropriateness of access and effective use of the financial services 

(Sinclair, 2013).  However, measuring these facets of financial inclusion remains a daunting task. 

 

Beck et al (2007) was one of the first scholars to make an effort at developing financial inclusion 

indicators which could be used for comparison purposes.  However, his model contained wide 

variations in related variables within some countries and this cast doubt on the credibility of his 

model (Amidzic et all, 2014).  Honohan (2008) used households surveys to estimate access to 

financial services in 160 countries, however, according to Sarma (2008), this model measured 

financial inclusion levels at a given point in time and therefore, did not reflect the dynamic nature 

of financial inclusion.  

 

Sarma (2008) then developed a statistical model which measures financial inclusion using a single 

summary number, also known as the ‘financial inclusion index’.  He borrowed concepts used by 

the United Nations Development Program (UNDP) to measure aspects such as gender equality and 

development amongst others.  The model took into consideration bank penetration levels, 
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availability of the services and usage of the banking system.  It measured penetration levels in 

terms of the proportion of the banked population; availability was assessed in relation to the branch 

and ATM networks per 1000 people; while usage was measured by the volume of deposits and 

loans in the economy.  The model was nevertheless limited by lack of up-to-date data on these 

variables.  Additionally, key aspects of affordability, timeliness and quality of financial services 

were not available.  

 

In 2011 the World Bank launched the Global Financial Inclusion (Global Findex) database.  This 

was revised in 2014 to include the new dimension of mobile money and contained over 800 

indicators for 143 countries across the globe.  In addition to 2011 and 2014, statistics have been 

collected for 2017 and 2021.  The Global Findex provides indicators of how adults of different 

gender, age, education, income, and rural residence, go about saving, borrowing, making 

payments, and managing risk.  This data has been instrumental in helping various stakeholders 

appreciate the evolution of financial services usage, hence providing an input in developing 

effective strategies for improving financial inclusion levels (Demirgüç-Kunt et all, 2015).    

 

In line with the World Bank’s initiative of measuring financial inclusion, the Financial Inclusion 

Data Working Group, which is a part of the Alliance for Financial Inclusion, released a Core Set 

of Financial Inclusion Indicators in 2013.  These place emphasis on access and usage of financial 

services.  The key indicator for geographical access is the number of access points per 10,000 

adults, with an adult defined as a person of 15 years and above.  The measure for usage is 

percentage of adults with a deposit account and those with a credit account.  These indicators are 

flexible and hence give countries a sense of ownership.  For instance, the age limit for an adult can 

be varied depending on the circumstances surrounding a country (Alliance for Financial Inclusion, 

2013). 

 

The IMF conducts a Financial Access Survey (FAS) on an annual basis.  This survey captures the 

extent of geographic and demographic outreach of financial services across the globe.  In 2014 the 

survey was expanded to capture data on mobile money.  This survey measures geographical 

outreach using availability of branches and ATMs for every 100,000 adults, while usage is 

assessed by the number of household depositors and borrowers per 1,000 adults.  According to the 
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FAS survey released in 2020, the International Community has adopted branch and ATM coverage 

as one of the indicators for measuring access to financial services or financial inclusion.  Improving 

access to financial services is one of the Sustainable Development Goals (SDGs) to be achieved 

by 2030.  

 

The financial inclusion index developed by Amidzic et al (2014) is included in the survey 

(International Monetary Fund).  This model is based on the three strands of financial inclusion 

namely; outreach, usage, and quality of financial services.  Quality is related to financial literacy, 

disclosure requirements, dispute resolution and cost of usage.  However, data on quality was 

difficult to come across and therefore the model excluded them (Amidzic et all, 2014).  It is worth 

noting that the FAS is widely recognised and in 2012 it was endorsed as the source of data for the 

Group of Twenty (G20) Basic Set of Financial Inclusion Indicators (International Monetary Fund).  

 

As discussed above, the measurement of financial inclusion has evolved steadily over the past 10 

years.  While many of these models have shortcomings, they provide a firm foundation against 

which financial inclusion levels can be monitored at both national and international level.  Scholars 

will no doubt continue to formulate better methodologies of measuring financial inclusion.  

2.6 Factors affecting Financial Inclusion 

  

There is no universally accepted model which explains the factors affecting financial inclusion. 

This is because financial inclusion is a relatively complex phenomenon which is multidimensional 

(Agyemang-Badu et all, 2018), and heavily affected by the ecosystem in which a population lives.  

Most researchers have underpinned their studies on determining factors affecting access which is 

one of the broad theoretical constructs or building blocks of financial inclusion advanced by the 

Center for Financial Inclusion (2018). In Britain studies have demonstrated that the major barriers 

to access are; cost of financial services (Mitton, 2008; Kempson and Whyle 1999), inadequate 

financial knowledge and poor financial management skills (Kempson and Whyle 1999; Taylor 

2011); long distances to the bank (Kempson and Whyle 1999), inadequate marketing to the lower 

socio-economic groups (Kempson and Whyle 1999; Mitton 2008), the belief that ‘banks are not 

for us’ (Mitton, 2008) and the way customers are treated by banks (Chambers, 2004; Sinclair 
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2013). In India on the other hand the major factors affecting financial inclusion are: poor quality 

of education (Kumar et all, 2019; Rangarajan, 2008; Dar and Ahmed (2020);  long bank queues 

(Gangopadhayay, 2009; Ramji 2009); strong family values (Kapoor, 2014); low income (Bhanot 

et all, 2012; Ramji 2009) and psychological factors (Gupta and Mathur, 2015; Ramji, 2009; Dangi 

and Kumar, 2013). 

 

In their study of factors affecting financial inclusion amongst the urban and rural population in 

Uganda, Akileng et all, (2018), determined that factors such as financial literacy and financial 

innovation had an impact on financial inclusion.  They controlled for demographic factors such as; 

age, gender, income and education level and ascertained that financial literacy and financial 

innovation increased access to financial services. The demographic factors affecting financial 

inclusion were income and age, while education level and gender did not seem to affect financial 

inclusion.  

Similarly Sanderson et al (2018), in their study on financial inclusion in Zimbabwe sought to 

understand the variables which affect the decision of an individual to be financially included or 

access financial services.  Their study revealed that; age, education, financial literacy, income, 

documentation and internet connectivity were positively related to financial inclusion while 

documentation and distance to the nearest provider of financial services had a negative impact on 

financial inclusion.  

Lotto (2018), when determining factors which affect financial inclusion in Tanzania, found out 

that; gender, age, income and education had an impact on financial inclusion. The study indicated 

that a person’s gender determined whether they were financially included or not, with being a 

woman reducing the chances of being financially included. Level of education had a bearing on 

financial inclusion with those who are more educated standing a higher chance of owning a bank 

account. Age was a significant determinant of financial inclusion. The older the person the higher 

the chances of holding a bank account although this decreased at a certain older age. Income was 

statistically significant with the richer population having higher chances of being financially 

included.  
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Factors affecting financial inclusion can be further be understood by the appreciation that the 

decision to include can either be intentional or non-intentional (Demirgüç-Kunt et al. 2015). In 

their study, Allen et all (2012) identified reasons for voluntary exclusion  as proximity to banks, 

cost of services, documentation requirements and lack of trust in financial services. Studies further 

show that the introduction of Shari’a compliant financial services has improved financial inclusion 

of Muslims who form about one-fourth of the world’s population (World Bank, 2014; Mohieldin, 

Iqbal, Rostom & Fu, 2012). 

 

Babajić et al (2018), conducted a study of barriers faced by the youth in accessing financial 

services youth in the Federation of Bosnia and Herzegovina (FBiH). The study indicated that 

having a family member with a bank account reduced the chances of the youth having their own 

bank accounts. Other factors were lack of awareness of the benefits of having a bank account, 

having very little money to bank and the requirement for a lot of documentation to open bank 

accounts. Interestingly, factors such as religion, gender and age amongst others did not affect 

access to formal banking services. 

 

Tuesta and Soreasen (2015), ascertained that in Argentina, education level, age and income levels 

affected the decision to open a bank account. Gender did not have a significant impact on this 

decision. The study further revealed that as people grow older, they tend to have an issue with the 

costs associated with banking and their trust in the banking sector reduces. Absence of required 

documentation to open a bank account affected all income groups and both genders. People with 

lower income were more likely to perceive distance as a barrier to financial inclusion and they are 

also most likely to share bank accounts with a family member. Young people tended not to open 

bank accounts because they share with a family member. The older population is on the other hand 

was more likely to perceive distance as a limiting factor, maybe because they have not embraced 

technology.    

 

At a macro-economic level, Agyemang-Badu et all (2018), conducted a study to determine the 

factors which affect financial inclusion in a country. They used data from the World Bank on 48 

African countries. Their study revealed that a population which has more people completing 
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primary school has a higher level of financial inclusion. This is mainly because they are aware of 

the existence of financial institutions and the fact that they can save money and later borrow. 

Additionally, countries with many households which are strained to look after the elderly and the 

young have lower levels of financial inclusion because of the strained resource envelope. Although 

this findings were macro-economic in nature, they provide and indication that at a micro-level, 

education and level of disposable income affect access to financial services.  

These studies have illustrated the fact that ‘no one size fits all’ or no single model can be used to 

explain factors affecting financial inclusion across diverse populations. Additionally, most of the 

studies on financial inclusion have placed emphasis on understanding factors which affect access, 

which is one of the major determinants or constructs of financial inclusion. This study has adopted 

a broader approach by exploring factors affecting usage and quality of banking services, in addition 

to access. The meaning of access, usage and quality of banking services, as well as the proxies 

used in studying variables which affects them, are briefly described below:  

1) Access   

People who have bank accounts are considered financially included, given that having a  bank 

account is the most basic form of financial inclusion (Wentzel et al, 2013). Access to formal 

banking services starts with the opening of a deposit account. This is because a bank account is 

the gateway to accessing other financial products such as savings and credit (Wentzel et al, 2013).   

The most common proxy for measuring levels of access is the percentage of people with bank 

accounts (Center of Financial Inclusion, 2018).  As such studies that have used statistical models 

to determine the major factors affecting access use a distinct code for those who have bank 

accounts and another, for those who don’t have one (Ssonko 2016, Sanderson 2018, Lotto 2018).  

 

Although macro statistics on usage can be obtained from financial institutions, understanding the 

reason for various levels of access requires an appreciation of the barriers which actual or potential 

users of financial services face in trying to open bank accounts (Center for Financial Inclusion, 

2018).  Understanding factors affecting access is, therefore, vital in the study of financial inclusion.  

These are discussed in detail in Chapter two of this report.  
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2) Usage 

Usage relates to the permanency and depth of the banking relationship (Centre for Financial 

Inclusion, 2018).  A bank account can help improve one’s welfare if it used to save and access 

other financial products.  The common proxy for measuring usage is the frequency of transactions 

on a deposit account over a period of time (Center for financial inclusion, accessed 2018). A 

number of factors affecting access have an impact on usage. For instance, low income levels 

impact on both access and usage of bank accounts.  The same applies to most of the factors which 

affects access.  

In determining usage, there is no guidance from the Center for Financial Inclusion, mainly because 

this depends on various factors.  When Dupas et all (2016), conducted research on usage of savings 

account in rural areas, they categorised active users as those who deposited at least 5 times over a 

two year period.  This categorisation may not be suitable for the middle class because they have 

higher incomes and should therefore, ordinarily be more active in their use of bank accounts.  

According to the Financial Institutions Act, 2004 which is the law which governs the operations 

of commercial banks, an account is considered dormant when there has been no transaction for a 

period of two years.  However, most commercial banks categorise accounts with no activity for 6 

months as inactive, before they are declared dormant.  In light of this, and given that the middle 

class have more resources and easier access to commercial banks this research will categorise users 

as follows: 

a) Active users - those who deposit or withdraw money at least once in a period of 6 months.  

It is worth noting that the employed middle class automatically fell in this category because 

of the monthly salary payments they receive. 

b) Inactive users - those who do not deposit or withdraw money over a period of 6 months. 

   

3) Quality 

An individual may be said to enjoy quality of banking services if the product or service meets 

his/her needs.  In order to understand the level of quality that consumers enjoy, it is necessary to 

appreciate their attitudes and opinion about the products which are available to them.  These 

attitudes are usually informed by the experiences people go through while using banking services 

(Centre for Financial Inclusion, 2018). According to Kilara and Rhyne (2014), it is necessary for 
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financial service providers to be customer centric in order to increase financial inclusion levels. 

Customer centricity is about giving a good customer experience and not just providing products. 

Additionally, to be customer centric the products provided should help customers solve real life 

challenges while balancing the need for profits (Kilara and Rhyne, 2014). Providing customer 

centric products helps to bridge the gap between access and usage, thus reducing incidences where 

many people sign up for a product and stop using it shortly after (kilara and Rhyme, 2014). This 

is probably because the customers slowly get to realise that the products don’t really help them, 

but are more beneficial to the financial institutions.  

Customer centricity is closely related to providing quality products. Zeithaml et all, (1990) 

designed a model to obtain a broad understanding of service quality.  The model was termed the 

SERVQUAL model and it was designed to understand five aspects service quality which are:  

a) Tangibles - physical facilities, equipment, staff appearance. 

b) Reliability - ability to perform service dependably and accurately. 

c) Responsiveness - willingness to help and respond to customer need. 

d) Assurance - ability of staff to inspire confidence and trust. 

e) Empathy - the extent to which caring individualized service is given. 

In their study on the impact of customer experience  on financial inclusion in  Southern Africa, 

Sithole et al (2021), found out that a good customer experience resulted in higher access, usage 

and quality of financial services. A number of factors affected the customer experience. These 

were; cost of the banking product or service, ease of accessing cash or depositing money, access 

documentation, physical proximity, time taken to access services, word of mouth as customers 

accessed services, network connectivity, cash shortages (being given less cash), fear of losing 

money through fraud, opening hours, waiting time to get served and unfair treatment by bank staff 

amongst others. In their research, Levesque and McDougall (1996), posited that the major factors 

which affected customer satisfaction were; the manner in which banks treated or related with 

customers, the benefits derived from the various banking services and resolution of customer 

complaints. The study further noted that benefits derived from the services and negative customer 

experiences increased the likelihood of switching to another service provider. Similarly Ozretic-

Dosen and Zizak (2015), researched on factors affecting the quality of banking services provided 
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to students in Croatia and confirmed that students were most affected by the dimensions of ; 

reliability, assurance and responsiveness. Reliability was assessed based on consistency with 

which a service was delivered and keeping the promise made to the customer to deliver a service 

on time and accurately. Assurance was in respect of ensuring the customer was not exposed to any 

form of danger as they transacted. This included security of the physical banking environment, 

protection from fraud and ensuring customer privacy. The final factor which affected the students 

was ‘responsiveness’ which related mainly to the ability to respond to customer queries. The other 

factor which also determined the quality of banking services provided was ‘empathy’ or 

attentiveness to the customer requirements or appropriateness of products. The dimension which 

affected students least was the ‘tangibles’ element which related to the appearance of the physical 

environment and tools used to deliver the banking service (Ozretic-Dosen and Zizak, 2015).  

Subsequently, during the research, respondents were asked to give their views on; reliability of 

ATM services, speed within which customer complaints were handled, physical appearance of the 

banking halls, trust and the manner in which bank staff related with customers amongst others.  

   

4) Welfare 

In order for financial inclusion levels to increase there should be a demonstration that the welfare 

of those who are financially included improves. This would entice those who are financially 

excluded to join the formal financial system, hence boost financial inclusion levels. According to 

the Consultative Group to Assist the Poor (CGAP), households that access credit and save, 

improve their welfare (CGAP, 2015).  Measuring improved welfare, however, is a daunting task, 

because an individual’s welfare can improve because of other factors such as increased income 

levels.  As such, research on the impact of financial inclusion on welfare needs to be conducted 

over a prolonged period of time using a control group (Centre for Financial Inclusion, 2018). 

Assessing the impact of financial inclusion on the welfare of the middle class in Uganda, will 

therefore, warrant a separate research study. 

 

The literature categorizes factors affecting financial inclusion as either demand - or supply - related 

factors.  Demand - related factors are those which inform an individual’s decision to access formal 
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financial services (Ramakrishna and Trivedi, 2018; Ong’eta, 2019; Financial Inclusion Center, 

2018).   Examples of demand - related factors include: income levels, level of financial literacy, 

trust in the financial sector, gender, age and other social factors.  Supply – related factors on the 

other hand place emphasis on the actions taken by financial institutions to provide accessible and 

affordable banking services (Ramakrishna and Trivedi, 2018; Ong’eta, 2019; Financial Inclusion 

Center, 2018).  Examples of supply - related factors include: costs of providing services, interest 

rates, innovation, provision of relevant banking products which are suitable to low income earners 

and marketing efforts  amongst others (Ramakrishna and Trivedi, 2018; Financial Inclusion 

Center, 2018; Ong’eta, 2019).  

Although demand and supply- driven factors which affect financial inclusion may appear separate 

and distinct, they are closely interrelated.  For instance, a supply - driven barrier which relates to 

high costs of providing financial services, could ultimately translate into a demand - related barrier 

of high bank charges, which could cause depositors to opt out of formal financial services.  

Similarly, supply - related barriers which make it difficult for banks to develop suitable products 

for a unique group of customers, would translate into a feeling that the products are irrelevant and 

therefore, affecting the decision of some people self-exclude.  

This study focuses on understanding primarily demand - related factors which impact on access, 

usage and quality of financial services. As such, the conceptual framework on factors affecting  

financial inclusion as explored  in this study is demonstrated in Figure 2.1.  
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Figure 2. 1: Conceptual Framework on factors affecting Financial Inclusion (Developed for 

Research)  

 

In order to identify most of the factors which could impact on financial inclusion, a literature 

review was conducted on six (6) countries namely; United States of America, Britain, India, 

Nigeria, Kenya and Uganda. The review covered the evolution of financial inclusion, steps taken 

to enhance financial inclusion levels and barriers affecting financial inclusion in each country.  

This gave the researcher a broad view on the various factors which affect financial inclusion and 

therefore, provided a firm basis for the hypothesis which were later developed.  It further enabled 

the researcher appreciate the various factors affecting financial inclusion within the context of the 

respective jurisdictions and the country specific solutions put in place to enhance financial 

inclusion levels. 
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2.7 United States of America 

 

2.7.1 Evolution of Financial Inclusion 

One of the first laws the Federal Government put in place to ensure that more people accessed 

banking services was the Community Re-investment Act (CRA).  It was enacted in 1977 (Caskey, 

1994) to deter banks from marginalising low income and minority communities (Caskey, 1994; 

Marshal 2004; Leeladhar, 2006, OCC 2016).  The spirit behind the CRA was that because banks 

access the national payment system, they have a public duty to serve the community in which they 

operate.  (Litan et al, 2000).  Furthermore, there was need for some form of regulation given that, 

when markets are left to operate freely, they tend to ignore the financial needs of older, lower 

income, and ethnic minority borrowers (White Haag, 2002). 

 

   

2.7.2 Factors affecting access, usage and quality of banking services 

There have been limited academic studies on factors affecting financial inclusion in the USA, 

possibly because the financially excluded are mainly the minority populations. Indeed according 

to the World Bank survey conducted in 2021, approximately 95 percent of the respondents had 

formal bank accounts (World Bank Findex Survey, 2021).  In order to obtain an understanding of 

the factors affecting financial inclusion in the USA, reliance was therefore, placed on surveys 

conducted by the Federal Deposit Insurance Corporation (FDIC).  According to these surveys, the 

major barriers to holding a formal bank account are: inadequate money to meet minimum account 

requirements; distrust of banks; privacy issues; and high account maintenance fees.  The other 

reasons mentioned include: unpredictable bank account fees; inconvenient hours and location; 

inappropriate product offering; inadequate identification; and lack of privacy when dealing with 

banks (FDIC 2009, 2013 and 2015).  

 

According to Figart (2013), the over ridding reason for continued financial exclusion of the 

minorities is that banks have continued to meet their regulatory obligation of providing customers 

with financial literacy information, without addressing institutional challenges which cause 

customers not to bank. Most of those who do not bank in formal financial institutions opt for 

Alternative Financial Services Provider (AFSP), which have been accused of exploiting the 
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vulnerable with high interest rates and fees. AFSPs provide a number of easier to access products 

such as; payday loans, car title loans, tax refund anticipation loans and check-cashing services, to 

the low-to middle class population (Fellowes and Mabanta, 2008). In fact according to the FDIC 

survey conducted in 2011, three quarters of the unbanked used AFSPs. Through these surveys, the 

unbanked have highlighted a number of reasons why they have opted out of the mainstream 

banking sector as explained below.   

 

1) Low Income 

Insufficient money to afford the minimum balance required by banks has remained the key 

reason for financial exclusion in the USA.  This could be because income inequality in the 

USA has grown over time and is more obvious than in Europe (Stiglitz, 2013). The survey 

conducted by the FDIC in 2019, revealed that 29 percent of the unbanked households presented 

this as the main reason for not opening a bank account (FDIC, 2019).  Although this has 

remained the main reason for financial exclusion, the percentage has steadily declined from 38 

percent reported in 2015.  This could reflect the likelihood that income levels have improved 

somewhat over the period.  

 

2) Distrust of Banks 

Distrust of banks is a financial inclusion barrier faced by many Americans.  This is despite 

efforts by the FDIC to promote trust and confidence in the sector.  According to the 2019 FDIC 

survey, 16.1 percent of households that did not have bank accounts said that this was because 

they did not trust the banking sector.  This percentage was higher than the 10.9 reported in 

2015, meaning trust in the banking sector has been declining.  The surveys are silent on the 

reasons for distrust, but it is possible that some people are sceptical about the amount of 

transparency required when dealing with banks.  According to the Office of the Comptroller 

of Currency (OCC), transparency levels are higher in banks because they are continuously 

subjected to rigorous supervision to ascertain compliance with laws and regulations related to 

money laundering, bank secrecy and others (OCC 2016). 
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It is worth noting that confidence in the banking sector drastically declined from 49 percent to 

27 percent between 2006 to 2016 respectively (Gallup Poll Social Series, 2016).  The  reason 

for this trend should be studied further, but it could be related to the financial crisis of 2007-8.  

 

3) High account maintenance fees  

 

Following the banking crisis of 2007-8, the US passed the Dodd Frank Act which was intended 

to instil discipline in the financial sector.  Some of the requirements of this act included the 

need for banks to build up capital levels (US Government, 2011).  This was a tall order 

considering the fact that the economy had entered into a recession. In response, banks resorted 

to increasing transaction fees to boost profits.  This trend of events has resulted in a number of 

people choosing to shun banks.  

 

According to the 2019 FDIC survey, 7.3 percent of households presented high account 

maintenance fees as the major reason for not having a bank account.  This was a decline from 

9.4 percent recorded in 2015 and could be an indication of higher income levels making 

households less sensitive to bank charges.  

 

4) Unpredictable fees 

 

According to the FDIC survey conducted in 2019, 1.6 percent of the households said they did 

not have bank accounts because of unpredictable fees.  This was a slight reduction from 1.9 

percent in 2015, possibly reflecting that banks may have tried to standardise their bank charges.  

5) Inconvenient opening hours and bank locations 

 

In 2019, 2.4 percent of the households mentioned inconvenient hours as the reason they never 

opened a bank account.  This was despite the on-set of information technology and the adoption 

of branchless banking.  However, this was lower than 3.3 percent reported in 2015.  According 

to the FDIC survey of 2019, 21 percent of the households prefer to conduct over-the-counter 

transactions, while 22 percent use on-line banking and 34 percent prefer mobile banking.  
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There has been a steady reduction of people using over-the-counter transactions and a rapid 

increase in those using mobile banking.  According to the statistics, 28 percent of the 

households preferred to use over-the-counter transactions in 2015, compared to 22 percent in 

2019.  Preference for mobile banking however increased from 9.5 percent in 2015 to 34 percent 

in 2019.  This indicates that, despite the introduction of alternative modes of banking, the 

reduction in over-the-counter transactions will be gradual.  Banks have nevertheless tried to 

extend their banking hours so as to compete with alternative financial service providers who 

open for longer hours (Frumkin, 2006).  

In terms of branch locations, approximately 2.2. percent of the households in 2019, decided 

not to open a bank account because the branches were too far away.  This was a slight increase 

from 2.0 percent reported in 2015.   This could be due to the general move to close bricks and 

mortar branches in order to reduce costs.  According to the Financial Access Survey conducted 

by the IMF in 2019, branch coverage per 100,000 persons has steadily declined since 2015.  In 

2015 the branch coverage per 100,000 people was 32.7 compared to 30.46 percent in 2019. 

6) Inconvenient banking locations 

 

American households that have decided not to open bank accounts, mainly because of the 

inconvenient location of bank branches, was 2.2 percent.  This was very close to the 2.0 percent 

reported in 2015 (FDIC 2015, 2019).  It is possible that this section of the population still prefer 

to visit branches despite the technological advances.  They therefore, get discouraged when 

they have to visit branches that are not conveniently located.  

7) Inadequate Identification 

  

Identification problems are mostly experienced by illegal or irregular immigrants who find 

ways and means of entering the US, especially the Hispanics who originate from countries 

south of the USA.  In addition, the high percentage of the Black population that has a criminal 

record makes identification a challenge (FDIC, 2015).  The statistics indicate that the 

population which has self-excluded mainly because of identification-related challenges has 
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steadily increased moving from 5.7 percent in 2015 to 8.0 percent in 2019, indicating that more 

has to be done to address identification-related issues in the country. 

8) Irrelevant Bank products  

 

Although the OCC and FDIC have put in place programmes to encourage banks to develop 

products which fit the needs of the community, the number of people who feel that banks do 

not offer relevant products has gradually increased over the past five years.  In 2011 for 

instance, the percentage of those who had never banked previously because they felt that banks 

provided irrelevant products was low standing at around 0.2 percent.  This percentage has more 

than doubled standing at 1.2 percent and 1.3 percent in 2013 and 2015 respectively.  By 2019, 

the percentage had moved to 1.9 percent.  According to the banks, providing relevant products 

to lower end customers is costly (Frumkin, 2006).  This is worsened by the quest for higher 

profit margins as banks have to satisfy their shareholders and to build up prudential reserves. 

This state of affairs has ultimately resulted in a number of people being locked out of formal 

financial services. 

 

9) Lack of privacy 

 

The levels of transparency required when dealing with banks could explain the rising number 

of households that have opted to shun formal financial institutions.  The proportion of 

households that have chosen to self-exclude because of privacy concerns has increased from 

3.4 percent in 2015 to 7.1 percent in 2019 (FDIC 2015, 2019).  It is widely known that people 

will choose not to open bank accounts because they do not want to be tracked for tax purposes 

while others could be engaging in illegal business deals which result in huge payments that 

can be traced if a formal financial institution is used.  It is worth noting also that illegal 

immigrants will frequently prefer to stay out of banks in order to remain unknown. 
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10) Intimidation 

 

Studies have revealed that many immigrants shun banks because they are intimidated by the 

particular ambiance in banking halls. They further believe that no one in the branch will 

understand their English accent or native language (Paulson, 2006).  The FDIC does not have 

statistics of the numbers involved, but it is probably a true barrier to financial inclusion for 

some.  

11) Lack of need for an account 

 

Some people in the US have remained unbanked because they do not feel that banks will 

improve their lives.  The survey conducted in 2011 revealed that 26 percent of those who had 

never banked felt that they did not need an account, while 15.6 percent of those who had been 

banked before felt the same (FDIC 2011).  The reason for such sentiments could be arising 

from the fact, while there is less reliance on cash to finalise transactions, alternatives like pre-

paid debit cards are heavily used.  Approximately 20 percent of the unbanked population in 

the US use debit cards for their transactions (FDIC, 2013).  

2.7.3 Conclusions from US experience 

 

The steps taken to reduce the percentage of the unbanked population have continued to bear fruits.  

However, pockets of those who are excluded, especially the minority groups, remain.  Self - 

exclusion due to inadequate funds, lack of trust in banks, fear of compromised privacy and 

challenges related to identification have been steadily rising and need to be addressed.  According 

to Cowper (2015), the time has come for America to learn a few lessons from the rest of the world 

with regards to financial inclusion.  For instance, the country could embrace Agent Banking and 

mobile money.  Well-funded government aided financial inclusion programmes should be rolled 

out to address the various barriers to financial inclusion (Cowper, 2015). Other possible solutions 

include; stricter regulation of AFSPs, public private partnerships which could subside costs of 

doing banking business and coming up with products which encourage community oriented 

banking practices which involve frequent small deposits, amongst other possible options (Figart, 

2013).   



 

 

 

35 

 

 

 

 

2.8 Britain 

 

2.8.1 Evolution of financial inclusion 

 

The economic and financial crisis of the early 1990’s saw a number of mainstream banks in the 

UK close off branches located in low income areas in a bid to boost their financial performance 

(Fuller 1998; Leyshon and Thrift 1995; Appleyard et all, 2015).  This had followed on from a 

period in the 1980s  of de-regulation of financial services leading many former mutual building 

societies to convert to banks and expand /diversify their operations.  This sparked off concern 

amongst various groups over the level of financial inclusion in the UK (Appleyard et all, 2015) 

and prompted scholars to embark on research in this field (Fuller 1998; Leyshon and Thrift 1995).  

By the late 1990’s financial inclusion was a policy concern and was considered a priority of the 

Labour Government (Marron, 2013).  Consequently, in 1999, the Social Exclusion Unit was tasked 

to conduct a review of factors affecting financial inclusion and this ushered in a number of 

developments (Collard 2007; Marshall 2004). For instance, on April 1, 2003, universal banking 

services were launched mainly focused on modernising welfare payments, so that financial 

packages were received directly into bank accounts rather than cash.  Additionally, the ordinary 

citizens were encouraged to access a simple bank account through the post office UK (Department 

of Trade and Industry (DTI) 2004a).  The concept of basic bank accounts and the Post Office Card 

Account (POCA) were therefore introduced (Sinclair, 2013).  Basic bank accounts could be used 

for electronic payments, debit card and on ATM transactions without getting overdrawn (Mitton 

2008; Sinclair 2013).  High street banks were not forced to provide these accounts, but rather it 

was a voluntary arrangement after difficult negotiations (Marshal, 2004).  The POCA on the other 

hand was used for receiving welfare benefits, not salary (Stewart, 2010).  The POCA could not be 

used to pay bills electronically or access ATM facilities; however, account holders or their 

nominated helpers could withdraw cash from any post office, free of charge (Trade and Industry 

Department, 2021). 
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Although there was still some use of cash through withdrawals at the Post Office Counters and 

ATMs, the universal services agenda resulted in reduced reliance on cash transactions as the 

economy slowly transitioned to electronic payments.  Indeed, although cash continues to play a 

significant role the UK economy with 2.1 million people still relying on cash for transactions, the 

innovation of digital payment mechanisms has slowly reduced reliance cash (Caswell et all, 2020).   

Although it is expected that this trend would lead to reduced cash holdings, it appears that 

interestingly cash holding in the UK have grown.  This unexpected relationships has now been 

termed as the ‘paradox of bank notes’ (Caswell et all, 2020). One of the reasons for this behaviour 

is the low and sometimes negative interest rate environment which has resulted in people 

preferring to store their wealth in cash.  The on-set of the Covid – 19 pandemic has not reversed 

this relationship.  In fact, although more people are using non-cash payments due to fear of 

transition risks through cash, they are also holding more cash due to uncertainties in the economy 

(Caswell at all, 2020).  This trend is likely to continue as the speed with which the role cash is 

declining is monitored, because the lives of the more vulnerable communities that largely depend 

of cash may get affected significantly (Lupo-Pasini, F, 2021).  It is against this background that 

policy makers in the UK are striving to have a more balanced approach to the changing role of 

cash in the economy (Lupo-Pasini, F, 2021).  It is worth noting that the current high inflation rates 

facing the global economy due to factors such as climate change and the Russia – Ukraine war, 

could dampen the desire for cash. 

In 2004, the UK Government established a Financial Inclusion Fund to support organisations 

promoting financial inclusion.  A Financial Inclusion Task Force was then put in place in 2005, to 

ensure adequate implementation of financial inclusion policies and develop new strategies (House 

of Commons Treasury Committee 2006; Appleyard 2015).  The onset of the financial crisis in 

2007, saw the fund invest more in money advice and debt advisers as the population grappled with 

dwindling finances (Mitton 2008; Marron 2013). 

 

Unfortunately, the coalition Government which came into power in 2010 did not have the same 

level of interest in financial inclusion.  Their emphasis was on cost rationalisation and this resulted 

in reduced funding for activities that promoted financial inclusion and welfare (Appleyard, 2015).  

It was the realisation that poor debt management was a major reason for poverty (Hartfree & 
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Collard 2015) that saw the Government re-gain interest in financial inclusion.  Consequently, 

interest caps were placed on payday lenders, additional funding of debt service agencies resumed 

and personal financial management was introduced in all English secondary schools (Marron 

2013; Financial Inclusion Commission, 2015; Appleyard, 2015).  The appointment of a Financial 

Inclusion Commission in 2015 was further testimony that financial inclusion would be given the 

priority it deserved (Appleyard 2015; Bramley and Besemer 2018).  This was followed by the 

establishment of an ad hoc committee on financial inclusion by the House of Lord in 2016 

(Appleyard et al, 2015).  In 2016, the Payments Accounts Regulations were issued; they required 

the nine largest current account providers (banks) to provide fee-free basic banks accounts to those 

who were not banked and those with a bankruptcy history (HM Treasury and Department of Work 

& Pensions, 2019).  A basic bank account cannot be overdrawn, attracts no type of fee or penalty.  

They are opened by the less privileged unbanked population and those struggling with debt issues 

(HM Treasury and Department of Work & Pensions, 2019).   

 

In 2017, the Financial Inclusion Policy Forum was established to provide strategic direction in 

tackling the various barriers to financial inclusion, while the Single Financial Guidance Body was 

established in 2019 to educate the public on issues surrounding money management (HM Treasury 

and Department of Work & Pensions, 2019).  This body brought together the Money Advice 

Services (MAS) Pension Wise and Pension Advisory Services under one roof (HM Treasury and 

Department of Work & Pensions, 2019).  Still in 2017, the Government observed that, despite the 

onset of branchless banking, a number of the more vulnerable in society still preferred in-person 

banking. The banks on the other hand were finding it difficult to continue with branch expansion 

and branches were being closed.  It was against this background that the banks were asked to 

engage in extensive awareness campaigns with the Post Office service provider, to encourage 

customers who wanted in-person banking services to open accounts with the Post Office.  Indeed 

the web-sites of banks gave some information on how accounts could be opened at the Post Office 

(HM Treasury and Department of Work & Pensions, 2019).   

 

Despite these developments, some researchers speculated that the future for financial inclusion 

would not be too bright, mainly because of conservative policies coupled with the financial stress 

in the economy (Appleyard 2015; Bramley and Besemer 2018).  Indeed, the World Bank Findex 
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survey conducted in 2017, revealed that the number of people with bank accounts declined from 

99 percent in 2014 to 96 percent.  This however, improved significantly to 100 percent in 2021. 

The IMF Financial Access survey conducted in 2019, revealed that the number of ATMs per 

100,000 people declined from 131 in 2015 to 110 in 2019.  This trend could be as a result of banks 

cutting down on brick and mortar branches.  

 

The status of financial inclusion in the UK may change further, now with the BREXIT.  The impact 

on the financial services sector could be significant if access to the EU is limited (Oliver, 2016).  

Banks will no doubt make tough decisions if their profitability levels decline and this could include 

increasing charges and reducing support to high-risk, low-income earners who are the most 

vulnerable to financial exclusion.  However, banks will have to consider such policies carefully 

given that they could affect usage and result in an upward surge in dormant accounts.  In 2017, 

approximately 3 percent of the accounts in the banking sector were inactive with depositors not 

transacting using their accounts for a period of one (1) year.  This implies that there are a number 

of factors affecting financial inclusion in the USA.  

 

 

2.8.2 Factors affecting access, usage and quality of banking services 

 

Over the past decades, access to formal financial services has become a basic need in the UK.  This 

is mainly because in order to live an ordinary social life, one needs to have access to financial 

services (Gloukoviezoff, 2007).  Cash transactions attract charges while informal credit providers 

charge exorbitant interest rates (Kempton et all 2009; Knowsley Metropolitan Borough Council, 

2013; Sinclair 2013).  Consequently, those who are financially excluded pay a poverty premium 

of approximately GBP 1,300 per person each year (Financial Inclusion Commission, 2015).  The 

groups who may incur this extra cost include: low income earners, single parents, the unemployed, 

those without formal education, minority ethnic groups, older and younger people (Burden, 1999).  

The barriers faced by the financially excluded are numerous, but can be broadly categorised as 

price, condition, geographical, marketing and self- exclusion (Mitton, 2008).  
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1) Price Exclusion 

 
This refers to exclusion due to the relative cost of financial services (Mitton, 2008; Kempson 

and Whyle 1999).  This factor has continued to discourage people from enjoying financial 

products (Devlin 2005; Financial Inclusion Commission 2015) and has been exacerbated by 

inadequate financial knowledge and poor financial management skills (Kempson and Whyle 

1999; Taylor 2011; Financial Inclusion Commission 2015; Knowsley Metropolitan Borough 

Council, 2013).  The introduction of basic bank accounts was expected to reduce this problem, 

however, research indicates that a number of people stopped operating these accounts because 

of charges and fees (Brown, 2006). Households which saved from cashless transactions to pay 

for bills, ended up suffering penalties and this has deterred them from operating bank accounts.  

It is no wonder, therefore, that a large percentage of the unbanked had bank accounts but chose 

to exit because of cost related concerns (Financial Inclusion Task Force 2010).  Subscription 

to basic bank accounts was expected to increase following the removal of fees and penalties 

(Appleyard, 2015).  Indeed research carried out by the University of Birmingham indicated 

that the number of ‘unbanked’, meaning they did not have even a basic bank account, declined 

to 1.23 million which was an all time low (HM Treasury and Department of Work & Pensions, 

2019).  

2) Condition Exclusion 

 

This form of exclusion relates to those factors which disqualify a prospective customer from 

enjoying financial products (Mitton, 2008).  One of the major reasons for disqualification is 

inadequate identification.   

 

Poor identification has remained a financial inclusion barrier for many low income earners 

(Financial Inclusion Commission, 2015).  Others who face identification challenges because 

they do not have driving licenses, passports or evidence of permanent residence are; migrants, 

refugees, the homeless, young people and the disabled (Mitton, 2008, Financial Conduct 

Authority, 2016).  The requirement for adequate identification is provided for under the Money 

Laundering Regulations 2007, but banks have the flexibility of determining what is adequate.  

Despite this leeway, a number of banks have chosen to maintain high identification standards, 
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thereby excluding interested people from the formal financial sector (Financial Inclusion 

Commission, 2015; Sinclair 2013).  

 

3) Geographical Exclusion 

 

Following the closure of bank branches in the 1990s, a number of people in the UK were 

excluded geographically because of the distances they had to travel to reach a bank (Kempson 

and Whyley 1999). Although this has become less of a deterrent factor with the onset of e-

banking (Mitton 2008), a number of stakeholders strongly believe that the withdrawal of 

banking services from remote and rural areas and lower income communities has marginalised 

communities from accessing formal financial services and this is worsened by the short 

opening hours (Sinclair, 2013). It has led to very limited customer choice (Sinclair, 2013) and 

the development of ‘service deserts’ in some rural areas (Commission for Rural Communities, 

2007).  Branch closures have continued to date, and some authors predicted that a by 2020 one 

quarter of the existing branches in the UK would be closed (McKinsey, cited by the Financial 

Conduct Authority, 2016).  Indeed, the shrinking banking coverage is manifested in the decline 

in ATM coverage which reduced from 131 to 110 ATMs for every 100,000 people between 

2015 and 2019. 

 

Due to this trend of events, the rural dwellers in the UK are still faced with real problems of 

geographical exclusion.  Customers have to travel long distances using personal cars or scarce 

public transport to reach the nearest service provider. In other cases, there are simply no 

accessible branches (Knowsley Metropolitan Borough Council, 2013, Financial Conduct 

Authority, 2016).  

 

The decision taken by the Government in 2017 to ensure that banks collaborate with the 

National Post office to sell banking products could enable more people access banking services 

in locations which are more accessible. 
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4) Digital Exclusion 

 

Although digital banking has reduced the extent of geographical exclusion, it has created a 

new form of exclusion termed as ‘digital exclusion’ (Financial Conduct Authority, 2016).  For 

instance, in the Knowsley Metropolitan Borough, which is located in Merseyside, North West 

England, and is one of the poorest local authority areas in Britain, had approximately 19% of 

its population digitally excluded in 2013 (Knowsley Metropolitan Borough Council, 2013).  At 

a national level, approximately 7.3 million adults did not have access to the internet in the UK 

in 2015.  Others could access internet but faced challenges because of low bandwidth (Office 

of National Statistics, 2015).  In addition to infrastructural challenges, those with low literacy 

levels find challenges in following the numerous instructions needed to transact electronically.  

According to the Building Digital UK (BDUK), which is part of the Department for Digital, 

Culture, Media & Sport (DCMS), most of the UK now has access to fast and reliable 

broadband.  Nevertheless, plans are underway to further increase internet access and speed for 

more  homes and businesses in the UK to access efficient internet services ( Building Digital 

UK - GOV.UK (www.gov.uk), accessed March 31, 2021) 

5) Marketing Exclusion 

 
This form of exclusion arises because lower socio-economic groups are not targeted and 

therefore, they are not aware of the available array of financial products (Kempson and Whyle 

1999; Mitton 2008, Knowsley Metropolitan Borough Council, 2013).  Those that attempt to 

market to this group of people, do not provide the same amount of information as they would, 

to top end potential customers (Financial Services Consumer Panel, 2002; McCormick and 

Burns, 2006).  In addition, they use complicated terms which put off prospective clients and 

they do not disclose the true cost of products (Financial Conduct Authority, 2016).  It is 

probably this lack of clarity which has reinforced mistrust in the mainstream financial service 

providers (Kempson and Jones, 2000).  Some customers who are able to access the banking 

premises fail to get information on products because this information is not displayed. For 

instance, there have been cases where account opening forms for basic bank accounts are not 

displayed despite provisions in the Financial Service Authority’s Banking code (Sinclair, 

https://www.gov.uk/guidance/building-digital-uk#latest-news
https://www.gov.uk/guidance/building-digital-uk#latest-news
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2013).  Failure to effectively market has continued to lock out prospective customers from 

accessing mainstream financial products.  The creation of the Single Financial Guidance Body 

in 2019 may reduce on this barrier, given that the population will be better advised on money 

management and banking services. 

6) Self - Exclusion 

 

This type of exclusion arises from the belief that ‘banks are not for us’ (Mitton, 2008).  It 

largely revolves around the attitude and emotions of the people and is therefore very sensitive 

(Lederle, 2009).  People self-exclude because of the manner in which they are treated by banks 

(Chambers, 2004; Sinclair 2013.) Others get excluded because they believe that financial 

products will not be granted to them (Lederle, 2009; Knowsley Metropolitan Borough Council, 

2013).  These feelings usually arise from anticipated refusal, a previous personal experience 

or an experience of someone within their social network (Lederle, 2009).  The power of social 

networks can therefore, not be ignored because they can sometimes provide misleading 

information about mainstream financial products (Meadows, 2004).  

 

Self-exclusion also takes place because of the nature of products offered by the banks.  

According to Collard, (2007) financially excluded people save but small amounts over short 

periods of time.  As such, they use facilities like piggy banks and Christmas clubs rather than 

bank accounts.  It is because of the frequency of the saving and fear that banks will despise 

them for saving small amounts, that many prefer to save in a secret place at home (Lederle, 

2009).  Also, a number of low income households prefer to handle cash because it gives them 

a sense of control over spending (Kempson and Whyle 1999; Financial Inclusion Task Force, 

2010). This is because one knows the available finances and therefore the temptation to 

overspend is minimised (National Consumer Council, 2005).  The need for control could 

explain why facilities such as direct debits have not been used by low income earners (Lederle 

2009; Herbert and Kempson, 1996; Kempson and Whyley, 1999b).  Some researchers have 

proposed that banks should consider operating ‘jam jar’ accounts where different sub- accounts 

are operated for different bills, timing of bill payment is matched with income and frequent 

balance alerts are sent to customers (Social Finance, 2011).  
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2.8.3 Conclusion 

 

Banks are a major player in any financial sector; however, because of their for-profit orientation, 

they prefer to deal with high end customers (Mitton, 2008).  No wonder they are perceived as ‘not 

for the ordinary folk’ (Lederle, 2009).  This has resulted in some pockets of the population opting 

to self-exclude from the formal financial sectors.  Others factors are those related to high prices of 

banking products, stringent requirements and conditions for opening bank accounts, geographical 

locations which are far from banks, failure to embrace digital channels of banking and limited 

marketing, especially at the lower end of the market.  These could be some of the major reasons 

why there is a feeling that, although banks make public statements regarding their support for 

financial inclusion, this is not felt (Sinclair, 2013).  This has prompted some researchers to 

proposed that the UK should think of forcing some changes in the banking industry through 

regulation (Mitton, 2008), because regulation of the banking industry plays a significant role in 

financial inclusion (Chambers 2004, Sinclair 2013).  While the introduction of tougher regulation 

could be a solution, mainstream banks are rolling out new innovations to serve the less advantaged 

better.  The Government has entered into agreements with banks offering current accounts, to 

provide fee -free basic bank accounts.  This coupled with the creating of the Single Financial 

Guidance Body in 2019, should help reduce on the number of the unbanked population further.  

 

2.9 India  

  

2.9.1 Evolution of Financial Inclusion  

 

Since 1954 the Government of India (GOI) together with the Reserve Bank of India (RBI) have 

put in place deliberate measures to spur access to formal banking services, especially to support 

the agricultural sector (Dolli and Paduranga, 2015).  By the late 1960s, more emphasis was placed 

on developing and implementing policies to encourage access to banking services especially in 

rural India (Pandi and Selvakumar, 2012).  Some of these initiatives included: the nationalisation 

of banks in 1969 (Sahoo et all 2017; Barua et all 2016), incorporation of Regional Rural Banks 
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and Rural Cooperative Banks and the formation of Self-Help groups (Dixit and Ghosh, 2013; 

Agrawal, 2008).  Furthermore, institutions like NABARD (National Bank for Agriculture and 

Rural Development) and SIDBI (Small Industries Development Bank of India) were established 

to further support access to credit mainly in rural India and for Small and Medium sized Enterprises 

(SMEs) (Agrawal, 2008).  While these initiatives were good, however, they were strongly skewed 

towards access to credit and ignored issues regarding savings mobilisation and effective payment 

mechanisms (Barua et all 2016).  Consequently, a large section of the population remained 

excluded from formal financial services. 

 

Drawing from experiences in the USA, UK and Canada, the then Governor of the Central Bank, 

Dr. Y.V Reddy, for the first time in 2005, announced deliberate efforts to expand financial 

inclusion.  This was contained in the policy statement of 2005/2006 (Agrawal, 2008).  This 

announcement triggered a lot of changes in the banking sector.  Banks were asked to offer ‘no frill’ 

accounts which are basic savings accounts with no minimum balance.  They were further advised 

to use regional languages in all their bank documents and introduce General Credit Facilities for 

very small loans.  Customers could for instance overdraw savings accounts and ‘no frill’ accounts 

(Dangi and Kumar, 2013).  Account opening procedures were made simpler: for instance, to open 

low value deposit accounts one needed to only use a letter of introduction from a customer of the 

bank; there was no need for other identification documents like proof of identity or residence.  

Furthermore, the account opening form for such accounts was made much shorter and simpler to 

understand (Dangi and Kumar, 2013).  In 2010, the Government of India launched the universal 

ID system with biometrics (Saenz, 2010).  The project was intended to ensure that the entire 

population of 1.2 billion obtained a Unique Identification Number (UIN), attached to three (3) 

pieces of biometric data, namely: fingerprints, iris scans and a picture of the face.  

 

Banks on the other hand were allowed to engage in ‘Agent Banking’ which included providing 

door to door ‘cash in cash out’ services.  Financial institutions were encouraged to explore 

developments in technology to take services closer to the people, such as ATMs and mobile money 

amongst others.  In order to promote financial literacy, a multilingual web site on money matters 

was developed by the RBI to disseminate information in 13 different languages (Agrawal, 2008; 

Kaur and Singh, 2015).  Branch authorisation was relaxed and banks were permitted to open 
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branches in marginalised areas without explicit permission from RBI, but they had to report the 

development.  Effectively from 2011, financial institutions were required to ensure that at least 25 

percent of all new banks were opened in rural areas (Dangi and Kumar, 2013).  At the Corporate 

governance level, banks were required to formulate three-year Financial Inclusion Plans (FIP), and 

these had to be approved by their respective boards.  Additionally, they were urged to include 

financial inclusion in the performance appraisal of staff who go to the field (Gwalani and Parkhi, 

2014).  Furthermore, banks were required to start a process of ensuring 100% financial inclusion 

on a pilot basis (Kaur and Singh, 2015) and this gave birth to the first village (called Mangalam) 

which was declared, fully financially included.  (Dolli and Paduranga, 2015). 

 

While all these initiatives helped improve financial inclusion levels, the Government felt more had 

to be done.  Consequently, in 2014, the Reserve Bank of India made it much easier to open a bank 

account in the country (Reserve Bank of India, 2014).  Indians needed only two documents to open 

a bank account namely; proof of ID and address.  People who did not have any of the ‘officially 

valid documents’ were allowed to open ‘small accounts’ with banks.  This could be done using a 

self-attested photograph and putting her/his signature or thumb print in the presence of an official 

of the bank.  The account holder was nevertheless, expected to provide proof that they have applied 

for an official ID within 12 months, in order to keep the account operational.  

In the same year, the Government announced a big bang action plan dubbed “Pradhan Mantri Jan-

DhanYojana” (PMJDY) or Prime Minister’s People’s Wealth Scheme, whose main aim was to 

ensure that all households could access banking facilities with inbuilt insurance (Kaur and Singh, 

2015), pension and credit (Financial Inclusion Insights, 2014).  Every person who opened a bank 

account under this scheme was given an overdraft of Rs.  5,000 (USD 80), inbuilt accident 

insurance cover of Rs 1 lakh (USD 1,500) and life insurance of Rs.  30,000 (USD 450) (Economic 

Survey 2014-15).  The target was to open 75 million ‘no frill’ accounts and by January 2015, this 

was surpassed with 125 million accounts opened.  (Financial Inclusion Insights, 2014).  Later, the 

Government introduced the Jan DhanAadhaar Mobile (JAM) trinity which promoted three core 

pillars of: wealth creation, proper identification and use of mobile money.  In addition, a Financial 

Stability and Development Council (FSDC) was established to review and monitor financial 

inclusion issues.  The various steps taken by the Government and the RBI were expected to enable 
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the country achieve its vision 2020 target of leveraging on IT innovation to open 600 million new 

customer accounts (Kaur and Singh, 2015).  

According to the World Bank Global Findex, by 2021 the proportion of the population aged 15 

years and above with formal accounts (in financial institution and mobile money) was 78  percent, 

out of these 77 percent had accounts with financial institutions. This was a major improvement in 

the number of Indians with some form of formal account which stood at 35 percent in 2011.  

However, over time, it seems most of the accounts have become inactive. In 2021, the percentage 

on inactive accounts in the financial sector stood at 35 percent. This means that although a number 

of incentives have been put in place to encourage access, more has to be done to improve or support 

usage of bank accounts. Interestingly, according to a study conducted by Kumar et all in 2019, a 

number of self-employed households in India were more likely to opt to access financial services 

from informal sources. The study did not indicate the reasons for this trend, however it is probable 

that they are affected by various barriers to financial inclusion.  

According to the IMF Financial Access survey conducted in 2019, the number of ATMs per 

100,000 adults was 20.95, down from 21.17 in 2015.  The number of commercial bank branches 

per 100,000 adults was 14.58 which was slightly higher than 14.21 in 2015.  The growth in branch 

coverage appears low, given the incentive put in place by the Government in 2009 to allow 

branches in certain areas to be opened without permission but with reporting requirements (Dangi 

and Kumar, 2013).  Mobile money has taken root in the country with the number of registered 

users per 1,000 persons standing at 1,264 in 2019 (IMF Financial Access Survey, 2021). This is 

comparable to Uganda’s uptake which stood at 1,144 but below Kenya’s penetration level which 

stood at 1,858 registered users per 1,000 persons.   By 2021, a survey conducted by the World 

Bank indicated that the percentage of the population with accounts in financial institutions stood 

at  77 percent (World Bank, 2021). This means that approximately 23 percent of the population 

are financially excluded. 

2.9.2 Factors affecting access, usage and quality of banking services 

One of the first reports to document the barriers to financial inclusion in India was the Report of 

the Committee on Financial Inclusion which was chaired by Rangarajan in 2008.  Subsequently, a 

number of studies were conducted to better appreciate the barriers to financial inclusion. These 

included studies conducted by the Reserve Bank of India as well as academicians such as; Kumar 
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et all  (2019), Dar and Ahmed (2020), Ramji (2009) and Iqbal and Sami ( 2017). These studies 

brought to the fore various barriers to financial inclusion which include; poor education, low 

literacy levels, lack of awareness, lack of trust in the banking sector and distance to banks amongst 

others.    

 

1) Poor Quality education and low literacy levels.  

 

The poor quality of education provided in India coupled with high school dropout rates is one 

of the major causes of financial exclusion (Rangarajan, 2008).  This was confirmed in the 

econometric analysis conducted by Kumar et all in 2019. It also agrees with the study by Dar 

and Ahmed (2020), who observed that the more educated a population the more likely they 

were to be financially included. This was after his analysis indicated that those with tertiary 

education had the highest likelihood of being financially included. This could be due to the 

fact that the poorly educated find it difficult to appreciate the benefits of engaging in formal 

banking. Additionally, the uneducated find it difficult to understand the various documents 

associated with formal banking such as the account opening forms and the attendant terms and 

conditions.  The low literacy levels was evident in Gulbarga, where a large percentage of the 

community only got information on the ‘no frills bank accounts’ from their village leadership 

groups rather than posters and newspaper adverts (Ramji, 2009).  It is due to the low literacy 

levels that the account opening form was simplified for small account holders (Dangi and 

Kumar, 2013).  All account opening documents were translated to the local languages and they 

were made simper to complete (Dangi and Kumar, 2013). It appears these strategies have 

begun to bear fruit as indicated in the results of the World Bank survey conducted in 2021. 

According to the  survey, 76 percent of those with only primary education had formal accounts 

which was comparable to  81 percent for those with at least secondary school education  (World 

Bank Findex Survey, 2021).    

2) Lack of awareness 

 

Lack of awareness about the operations and benefits of formal banking has been rated as one 

of the major causes of exclusion in India (Gangopadhayay, 2009). This has been mainly due 
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to low levels of education and financial literacy (Iqbal and Sami, 2017). During his study of 

financial inclusion in Gulbarga, India, Ramji (2009) observed that low awareness of the bank 

led financial inclusion drive affected the number of ‘no frill bank accounts’ which were 

opened.  This was despite the initiative taken by the RBI in 2001 to ensure that banks prepare 

literature in various Indian languages (GOI, 2001).  Arising from his findings, Ramji (2009) 

advised that low awareness could be addressed by disseminating information through village 

leadership groups called ‘panchayats’ which had proved very effective in creating awareness 

within the local communities. This would augment efforts to improve on education and 

financial literacy levels across the country. 

 

3) Lack of trust 

 

In an effort to expand financial inclusion to the ‘last mile’, the RBI adopted the Business 

Correspondent model or Agent Banking. In this arrangement, banks are allowed to enter into 

agreements with agents who provide basic banking services in areas where it is not viable to 

open a bank branch.  Over time, however, banks relaxed their screening procedures for agents 

and this contributed to poor service delivery which bred mistrust in the system (RBI, 2015).  

Efforts have to be made to streamline agent banking. Despite these efforts, in 2021, 

approximately 32 percent of the Indian population without bank accounts said they decided 

not to open bank accounts because they did not trust the banking sector (World Bank Global 

Findex, 2021).  Furthermore, 48 percent of those with inactive bank accounts said they banked 

less because they did not trust the banking sector (World Bank Global Findex, 2021). This 

implies that there is still room for improvement. 

4) High cost of services. 

 

Although over 87 percent of Indians save across different income levels, most of them prefer 

to keep cash at home while others opt to save in gold rather than banks.  This is because they 

feel that banks are too expensive for them (financial Inclusion Insights, 2016).  These fears are 

not unfounded.  According to Gangopadhayay, the cost of transacting with formal financial 

institutions in India is often several times too high for the ordinary citizen.  Migrant workers 
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for example may have to part with 10% of their salary to have their cheques cleared.  It is for 

this reason that the use of e-money has been embraced, given that the cost of the hard and 

software would tend to zero as more people use the platform (Gangopadhayay, 2009).  The 

widely publicised ‘JAM’ project, where ‘M’ stands for mobile money, is testimony that India 

is taking mobile banking to another level.  Despite these developments, the challenge of 

expensive banking services has remained a barrier to financial inclusion in India. According 

to Iqbal and Sami (2017), matters are worsened by the hidden bank charges levied on 

customers. This has demotivated a number of people from opening bank accounts, especially 

those earning lower incomes (Iqbal and Sami, 2017). By  2021, approximately with 44 percent 

of the population without bank accounts indicating that they did not have bank accounts 

because of the expenses involved in maintaining such accounts (World Bank Global Findex, 

2021).   

5) Difficulty in physically accessing banking services  

 

During his study on financial inclusion in Gulbarga, Ramji, found out that only 22 percent of 

the respondents were within walking distance to the nearest bank, while the 78 percent had to 

spend half their days wage to access a bank (Ramji M, 2009). Gangopadhayay, echoed this 

fact in his report and asserted that difficulty in having physical access to bank services is a real 

barrier to financial inclusion in India (Gangopadhayay, 2009).  According to a study conducted 

by Kumar et all (2019), a household that finds it easy to access a bank is more likely to be 

financially included. This implies that those who are far away from a bank will most likely 

remain financially excluded.  The concept of ‘Agent banking’ where people deal with a mini 

bank is supposed to reduce the challenges of access in the long run.  Despite the introduction 

of Agent banking, 43 percent of the population without bank accounts still said that they did 

not have bank accounts because of the distance they would have to travel (World Bank, Global 

Findex 2021).  Additionally, 49 percent said their accounts became inactive because of the 

distance they had to move to transact with the bank.  

 

According to Iqbal and Sami (2017), issues of distance have remained because banks locate 

their branches in profitable areas thus leaving out those in non-profitable or less profitable 
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areas, especially those in rural settings. This is expected because banks are profit seeking.  

Nevertheless, the distance barrier could effectively be reduced if jurisdictions purposed to 

expand the outreach of Government owned banks in less profitable areas given that they would 

be providing a necessary public good to the population. 

6) Long Bank Queues 

 

Apart from having insufficient money, the poor find it difficult to leave their daily jobs to go 

to a bank and line up for financial services (Gangopadhayay, 2009; Ramji 2009). According 

to Ramji those who opened bank accounts explained that they waited for more than two hours 

before being served and found themselves using the whole day trying to complete banking 

transactions (Ramji, 2009). This could be the reason why ‘cash in cash out’ services were 

introduced to collect and manage cash at doorsteps.  Furthermore, the introduction of e-banking 

channels could reduce on the need for customers to visit banks.  

7) Cultural practices 

 

Research findings indicate that once one family member in India has a bank account, other 

family members are not likely to open up another account (Kapoor, 2014).  Indeed, the World 

Bank Global Findex Survey which was conducted in 2021 revealed that 51 percent of the 

Indian population without bank accounts opted to take this decision because a member in their 

family already had an account.   This state of affairs could be because Indian families tend to 

be closely knit, and they run many activities as a family including businesses.  

8)  Low income 

 

Studies on financial inclusion barriers in North-East India and Gulbarga, revealed that low 

income was a major challenge in opening bank accounts (Bhanot et all, 2012; Ramji 2009). It 

was however interesting to note that despite low income levels in Gulbarga, the population 

saved money on a weekly basis using their Self Help Groups. When interviewed most of them 

had the misconception that their savings were too small to take to a bank. There was also 



 

 

 

51 

 

concern that the cost of travelling to the bank was high and would erode their savings, hence 

the preference for SHG which are easier to reach (Ramji, 2009).   

Although these studies  covered a small section of the population, low levels of income is a 

national barrier to financial inclusion (Iqbal and Sami, 2017).  According to the World Bank 

Global Findex survey conducted in 2021, approximately 36 percent of the population without 

bank accounts said they took this decision because they did not have sufficient money to bank. 

Low income has also affected usage of bank accounts with 37 percent of the population saying 

they were inactive bankers because of low income (World    

9) Lack of documentation 

 

One of the initiatives taken by the Government of India together with the Reserve Bank to ease 

the process of opening bank accounts was to simplify the documents needed at account 

opening.   In 2014, it became much easier to open bank accounts especially with the bio metric 

linked ID.  Despite this initiative, lack of required documentation has remained a barrier to 

accessing financial services in India (Iqbal and Sami, 2017). This is  because of lack of original 

birth certificates and identification  cards especially amongst the minorities, migrants, refugees 

and women (Iqbal and Sami, 2017).  According to the World Bank Global Findex Survey 

conducted in 2021, approximately 28 percent of the Indian population without bank accounts 

did not have bank accounts because of lack of the necessary documents needed to open a bank 

account.  It appears that despite the Government’s drive to ease the identification process, some 

pockets of the population have not yet been reached. It is also possible that Government has 

taken extra care in registering migrants and refugees given that they are not citizens of the 

country and therefore, could expose the country to other unforeseen risks.   

 

10) Psychological factors 

 

Psychological factors in the context of financial inclusion relate to those negative feelings 

which many of the low income earners have towards banks (Gupta and Mathur, 2015).  This 

has caused a number of Indians to  opted to self-exclude, because they believe banks do not 
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serve their interests and are, therefore, not made to serve them (Gupta and Mathur, 2015). A 

number of them feel that banks are for the rich and not for the ordinary citizen; this is due to a 

number of reasons, but mainly because they feel their weekly savings are too small to deposit 

in a bank (Ramji, 2009). The elderly, on the other hand, feel that ATMs are too complicated 

and are therefore, not meant for them (Dangi and Kumar, 2013). 

11) Attractiveness and marketing of banking products 

 

Some of the basic products that are offered are not attractive to the users, including savings 

products.  These products are not well packaged and marketed to entice people to embrace 

them (Dangi and Kumar, 2013). In Gulbarga for instance, many people did not know about the 

‘no frill bank account’ drive, because of poor marketing. Furthermore, the people felt that the 

deposit products were not meant for them because of the amount of time and money they would 

have to spend depositing and withdrawing money (Ramji, 2009).  This argument holds water 

because ideally, savings are expected to steadily increase with time and not get eroded with 

costs associated with saving. The other aspect which makes banking products less attractive 

are the rigid terms and conditions which have to be complied with, an example being the 

minimum balance requirement (Iqbal and Sami, 2017).  This could be seen as a hindrance 

especially to low income earners who may feel that the minimum balance which has to be 

maintained on their bank accounts could help them in various other ways.  

12) Religious factors 

 

According to the World Bank Global Findex survey conducted in 2021, approximately 14  

percent of the Indian population without bank accounts did not have a bank account due to 

religious factors.  This could be because the Muslim population, which would ordinarily have 

concerns about conventional banking and prefer Islamic banking, is relatively small, 

constituting only 14 percent of the total population by 2021 (India on-line pages, 2021).  

13) Demographic factors 

 



 

 

 

53 

 

According to a study conducted by Dar and Ahmed (2020) being female reduced the likelihood 

of one saving in a formal financial institution. This was worse for female headed  households 

in rural areas compared to those in urban areas (Kumar et all, 2019). Although the reasons for 

this phenomenon were not provided, it could be because people in the rural areas tend to hold 

very traditional views about women and the role they play in transforming lives. The finding 

that fewer women have formal accounts however, contradicts the World Bank survey finding 

of 2021, which revealed that the percentage of men and women holding accounts was the same 

standing at 78 percent. It is possible that more women have embraced formal means of keeping 

their money. With respect to age, Dar and Ahmed (2020), observed that as people age, they 

tend to save less. This could be because the elderly get susceptible to various health ailments 

which reduce their disposable income.  

 

2.9.3 Conclusion 

 

India has pursued vigorous initiatives to promote mass-scale financial inclusion, hence the 

relatively high financial inclusion level of 77 percent reported in 2021. In order to raise financial 

inclusion levels further, there is need to address the traditional barriers to opening bank accounts. 

These include  poor quality education which has a strong relationship with  financial literacy levels;  

long distances travelled to reach banks; issues related to trust in the banking sector; high bank 

transactional costs; long lines in banking halls; difficulty in accessing some of the required 

documentation to process national IDs; fear of depositing small amounts; cultural and religious 

factors. The use of mobile money seems not to have taken root in the country with only 10 percent 

of the population having mobile money accounts in 2021 (World Bank Findex Survey, 2021).  It 

is possible that adoption of the product is relatively low because of fear related to the technology 

used. Efforts should be made to promote the use of mobile money and other forms e-money given 

that this will gradually reduce reliance on hard cash and steadily reduce the effects of some barriers 

especially those related to long lines in the banking halls, distance to banks and fear of being 

despised for making small deposits in the bank.  
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2.10 Nigeria 

 

2.10.1 Evolution of Financial Inclusion 

  

Since the 1970’s the Government of Nigeria together with the Central Bank of Nigeria have put in 

place various policies and implemented a number of programmes intended to improve financial 

inclusion levels (Ajide, 2015). These included adoption of the Rural Banking Program in the late 

1970s whose main target was to ensure that each local government area had a commercial bank 

branch (Okorie, 1990).  Community banks were  set up to promote a savings culture amongst low 

income earners in both urban and rural areas (Okorie, 1990). In order to encourage Banks to lend 

to small scale enterprises a policy which prescribed fines and penalties was put in place. Banks 

which failed to lend up to the prescribed amount were penalised and asked to remit the amount 

they did not lend out, to the Central Bank or other development finance institutions (Kama and 

Adigun, 2013). In 2005, the National Micro Finance Policy was introduced to promote the creation 

of formal micro-fianance banks that would be supervised by the Central Bank and serve the un-

served better hence reducing poverty levels (Central Bank of Nigeria, 2005). In 2011, the policy 

was revised to strengthen the sector by requiring micro-finance banks to increase their capital and 

geographical spread amongst other requirements (Central Bank of Nigeria, 2011).  

 

Following Nigeria’s commitment to the Maya Declaration in 2011, a National Financial Inclusion 

Strategy was launched in 2012.  This strategy highlighted targets for commercial bank branches, 

microfinance bank branches, ATMs, Point of Sale (POS) devices and agents.  Subsequently, a 

Financial Inclusion Secretariat was established within the Central Bank in 2014 to coordinate 

activities and report on progress in implementing the Financial Inclusion strategy (Central Bank 

of Nigeria, Financial Inclusion Newsletter, 2020).  The strategy was revised in 2018, to assess 

progress in achieving 2020 financial inclusion targets (Central Bank of Nigeria, Revised Financial 

Inclusion Strategy 2018). 

 

Additionally, in 2012, the Central Bank of Nigeria started implementing a cash-less policy to 

reduce the amount of physical cash in circulation.  This would, amongst other effects, result in the 
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development of a streamlined payment system which would require use of the formal financial 

system, and hence promote financial inclusion (Central Bank of Nigeria, 2013).   

 

Despite these efforts a large number of Nigerians have remained financially excluded with many 

of them living in areas where they don’t have access to banks (Wayne et all, 2020).  In 2018, the 

total adult population (18 years plus) was 100 million out of which 36.8 percent did not have any 

formal or informal financial account including mobile money.  It is worth noting that by 2018, the 

adoption of mobile money in Nigeria was low, standing at only 3.3 percent of the total adult 

population (Enhancing Financial Innovation and Access - EFInA, 2018), and this has affected 

financial inclusion levels significantly. This fact was echoed by Wayne et al (2020), who posited 

that despite Nigeria having a very large population, growth in financial services in Nigeria had 

lagged behind Kenya and South Africa. These countries have expanded internet access, mobile 

money and other cash-less payment mechanisms which have boosted financial inclusion levels 

(Wayne et all, 2020).  In 2021, the number of Nigerians with mobile money accounts was still low 

standing at 9 percent which was way below the sub-saharan average of 33 percent (World Bank 

Global Findex, 2021). 

 

In terms of formal banking, 39.5 million or 40 percent had formal bank accounts, which was a 

slight improvement from 38 percent reported in 2016 (EFInA Access to Financial Services in 

Nigeria 2018 Survey).  By 2021, only 45 percent of the population above the age of 15 years had 

an account with a financial institution (World Bank Global Findex survey, 2021).   The banked  

population in Nigeria has remained relatively low compared to the global average of 74 percent 

and the average for the low middle income countries (which includes Nigeria) of 56 percent (World 

Bank Global Findex Survey). 

 

 

According to the World Bank survey conducted in 2017, out of the people with accounts in 

financial institutions, 16 percent had never deposited or withdrawn money over the last year, 

meaning their accounts were inactive.     The EFInA conducted in 2018 further indicate that out of 

the banked population 27 percent, transacted occasionally with banks over a period of one (1) year, 

meaning they were inactive.  These statistics indicate that although people are opening bank 
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accounts, there are relatively high risks of the accounts not being used.  It is against this 

background that various studies and surveys have been conducted to identify the factors affecting 

financial inclusion in Nigeria.    

 

2.10.2 Factors affecting access, usage and quality of banking services 

 

According to Aina and Oluyombo (2015), the most common reasons for Nigerians not having a 

bank account are lack of the necessary identification documents and long distances to banks. The 

EFInA Access to Financial Services Survey which was conducted later in 2018, also indicated that 

distance to banks was a major financial inclusion barrier, but added irregular income, and 

unemployment as major barrier to financial inclusion. Other factors include; low financial 

literacy/education levels, high cost of financial services, preference for cash and cumbersome 

documentation requirements in that order (EFInA, 2018).  According to available literature other 

factors such as high transport costs, family, religious beliefs and past experience have had an 

impact on the level of financial inclusion. 

1) Irregular income/Unemployment 

 

A large section of the Nigerian populace doesn’t have enough money to bank (Aina and 

Oluyombo, 2014).  As such, a significant percentage of Nigerians continue to live in abject 

poverty (Okaro, 2016).  According to the financial inclusion survey conducted in 2018, 

approximately 35 percent of the adult population in Nigeria did not have a bank account 

because they earned irregular income, while 20 percent reported that they did not have a job 

or source of income (EFInA in 2018).  This position seems to have deteriorated further because 

by 2021, 68 percent of the population above the age of 15 years without bank accounts said 

the reason they did not have bank accounts was because of lack of money (World Bank Global 

Findex, 2021). This was way above the average reported for low middle income countries 

which stood at 62 percent. It is possible that the disparity could be because the resources in the 

country are not equally distributed as evidenced by a gini index of  35.1 in 2018 (World Fact 

Book, 2021).  
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 Low income levels and irregular cash flows, therefore have a significant impact on access to 

financial services. Indeed in their study, Adeleke and Alabede (2021), noted that 

unemployment had  continued to be a real barrier to financial inclusion in Nigeria. This is 

because there are costs associated with financial inclusion, these include the charges for the 

various services one receives. They recommended that the Central bank should engage with 

banks to reduce some of the banking service charges. 

2) Low Financial Literacy/education levels 

 

Low levels of financial literacy/education levels remains a challenge to financial inclusion, 

mainly because people tend to shy away from products and services that they do not understand 

(Central Bank of Nigeria, 2015).  Financial literacy levels are therefore impacted on, by the 

level of formal education received.  According to the survey conducted in 2018, 40 percent of 

the financially excluded population in Nigeria either had no formal education or no sort of 

education at all.  It is interesting to note that those with some secondary education shunned 

formal financial services more than the ones with some   primary school education as evidenced 

by the statistics which showed that out of the financially excluded, 23.4 percent had completed 

only primary school while 34.7 percent had completed secondary school.  On a positive note, 

those with tertiary education seemed to embrace formal financial services with their exclusion 

percentage standing at only 2 percent.  (EFInA, 2018).  Furthermore, according to the World 

Bank Findex survey conducted in 2021, approximately 26 percentage of the population with 

at least primary education had bank accounts which was much lower than 65 percent for those 

with secondary education and more. These statistics illustrate that literacy or education levels 

have a direct impact on access to formal financial services in Nigeria. It is worth noting that 

according to the World Fact Book published by the US Government in 2020, the literacy levels 

in Nigeria stood at 62 percent while that in Uganda was 76.5 percent.  It is anticipated that the 

implementation of the decision to include financial literacy in the educational curriculum of 

schools and the roll out of the National Financial Literacy Framework will in the long term 

boost financial literacy levels in Nigeria (Central Bank of Nigeria, 2016, Annual Report 2015).  

 



 

 

 

58 

 

Although financial literacy affects the decision to open a bank account, it also affects the usage 

of bank accounts because those who are literate tend to save more frequently in both formal 

and informal set-ups (Adetunji and David-West, 2019).  He concludes by urging stakeholders 

to  extend their financial literacy programs to corporative societies and savings groups in order 

to bring those saving in the informal sector into the mainstream banking system.  

 

3) Low awareness 

 

Limited awareness of the benefits associated with having a bank account has affected the level 

of financial inclusion  especially in rural Nigeria (Adeleke and Abalede, 2021). This is not 

surprising because according to available statistics, approximately 30 to 40 percent of the adult 

population in Nigeria did not know about the operations of basic bank accounts such as savings 

and current accounts (EFInA 2014).  This could be because the major source of information 

for many people remains family and friends (EFInA 2010).  This implies that the penetration 

levels of formal means of communication remains low.  Some scholars have recommended the 

use of various local languages in reaching out to the targeted population and the need for a 

collective effort from all stakeholders to improve awareness levels in Nigeria (Aina and 

Oluyombo, 2014). Adeleke and Abalede (2021), on their part suggested that it was necessary 

for banks and the Central bank to enlighten the population about the need to have Bank 

Verification Numbers and access the benefits associated with owning a bank account. 

 

4) Distance to Banks 

 

In 2010, geographical distance was one of the main reasons mentioned by the financially 

excluded for staying away from banks (EFInA in 2010).  This is because formal financial 

institutions are clustered in specific areas (Aina and Oluyombo, 2014; Central Bank of Nigeria, 

Annual Financial Inclusion Report, 2015) and therefore, the average distance to a commercial 

bank branch ranges from 60km to 1 km (Central Bank of Nigeria, 2012).  Travelling a distance 

of 60km to deposit low volumes of money is definitely a serious disincentive. In 2021, 

approximately 36 percent of adults above the age of 15 years, who did not have bank accounts 
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explained that distance to banks affected their decision not to open bank accounts (World Bank 

Global Findex, 2021)  

 

In order to curb the risks associated with distance, the Central Bank set a target to ensure that 

there should be at least 7.5 commercial banking branches serving 100,000 adults by 2015.  

Unfortunately, this target was not achieved as banks closed approximately 46 branches during 

the year due to high operational costs and the drive to promote ‘branchless banking’ (Central 

Bank of Nigeria, 2012).  While there is a global move towards ‘branchless banking’, statistics 

reveal that most Nigerians who interact with banks do so through branches with few accessing 

Agent Banks.  This could be because over 70 percent of the population do not understand the 

concept of Agent banking.  Furthermore, despite the rollout of the cashless policy, adoption of 

other non-cash payment mechanisms such as POS and the internet have remained low (EFInA, 

2014).  The Central Bank has therefore maintained that bank branches are crucial in expanding 

financial inclusion mainly because they are a medium for other distribution channels such as 

ATMs and Agents.  It is because of this, that the Banks in Nigeria are encouraged to find ways 

of reducing branch operational costs (Central Bank of Nigeria, 2015).  This could involve 

building simple structures such as small branches or cash centres in the untapped rural areas.  

However, this strategy should be adopted cautiously given that low cost branches could pose 

a challenge in areas which have insecurity (Aina and Oluyombo, 2014).  The strategy of 

maintaining branch expansion seems to have started paying off, given that the adult population 

which was excluded because of distance has steadily declined from 27 percent in 2010 percent 

to 23 percent in 2018.  This was despite the IMF Financial inclusion survey (2018) which 

indicated that the number of commercial banks per 100,000 adults reduced from 4.98 percent 

in 2015 to 4.30 in 2018.  However, ATM coverage improved marginally with the number of 

ATMs per 100,000 adults at 16.93 in 2018 up from 16.21 in 2015.  

  

5) Transport costs 

 

Transport costs have been identified as one of the major barriers to financial inclusion in 

Nigeria.  It is for this reason that the National Financial Inclusion strategy defined targets for 
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various access channels through which services could be brought closer to the people.  The 

channels that are expected to reduce transport costs include; commercial bank branches, 

microfinance bank branches, Automated Teller Machines (ATMs), Point-of-Sale (PoS) 

devices, and agents (Central Bank of Nigeria, 2015).   

Use of mobile money is fast becoming another means of payment that could reduce transport 

costs, however in 2014, approximately 38 percent of mobile phone owners were not using the 

product.  Furthermore, out of 11 million people who are aware of mobile money, 90 percent 

had never used the service (EFInA, 2014).  According to Aina and Oluyombo 2014, call rates 

needs to be reduced and service quality of the communication companies improved if the use 

of mobile money is to be embraced.  (Aina and Oluyombo, 2014).  Additionally, the low uptake 

of mobile money could be because the population want a service that they can use to pay for 

schools fees, transport and bills just to name a few (EFInA, 2014).  Another reason is the tight 

control imposed by the Central Bank over mobile money operations mainly because of the fear 

of money laundering and loss of control (Jones, 2016).  The Central Bank nevertheless hopes 

mobile money transactions will increase with the introduction insurance obtained from the 

Nigeria Deposit Insurance Corporation (Central Bank of Nigeria, 2016). 

While the country is promoting e-payment channels, these have remained inefficient (Kama 

and Adigun, 2013) mainly because the power supply is not adequate to support ATM, POS, 

mobile money and Internet banking (Okaro, 2016).  Furthermore, internet and network services 

are not regular (kama and Adigun, 2013). This is despite the fact that having access to quality 

internet services has a significant impact on financial inclusion levels in the country (David, 

Oluseyi and Emmanuel, 2018). Finally in order to promote the use of e-payment channels there 

is need to improve awareness about these systems, ensure that they  create tangible value to 

the customer and they are easily accessible to customers (Bayero, 2015).   

6) High Cost of Financial Services 

 

There are people who are afraid of opening bank accounts because of the monthly or annual 

bank charges related to maintenance fees. Their estimation of the risk of keeping money 

elsewhere is lower than bank charges, and this is true even for those who don’t know what the 
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bank charges are (Aina and Oluyombo, 2014).  According to Aina and Oluyombo (2014) many 

people in the formal banking sector are discouraged because of bank changes, even when they 

seem to be minimal.  He continues to advise Regulatory Authorities to monitor bank charges 

because it has remained a major financial inclusion barrier to mostly the lower middle and 

lower income earners that constitute a bulk of Nigeria’s population.  (Aina and Oluyombo, 

2014).  According to the World Bank Global Findex conducted in 2021, 30 percent of those 

without bank accounts fronted high transactional costs as the reason.  

 

7) Family, Religious beliefs and Past experience 

 

According to a study carried out in Nigeria by Aina and Oluyombo (2014), there are a number 

of people who do not open accounts because someone else in the family already has one (Aina 

and Oluyombo, 2014). One major reason for this is that they have a lot of trust in the family 

member (EFInA, 2014).  According to the World Bank Global Findex, in 2021, 17 percent of 

the population above 15 years of age, who did not have a bank account, said it was because a 

family member had one (World Bank, 2021).  Strong family ties therefore, could be having an 

impact on the level of financial inclusion in Nigeria.  This is similar to the experience in India 

where members don’t have personal accounts because a member of the family has one.  

 

Others do not open accounts because their lives continue as normal without banks (Aina and 

Oluyombo, 2014).  This is similar to the survey results conducted by the FDIC in the USA. 

The roll-out and implementation of the cash-less policy may in the long run force a number of 

Nigerians to take up formal financial services given that most payments will eventually be 

electronic.  However, the pace at which this will take place will be significantly affected by 

availability of sufficient electricity supply to support e- payment systems. The study further 

revealed that fear of rejection and religion do not present barriers to financial inclusion (Aina 

and Oluyombo, 2014).  This study however contrasts with current developments which 

indicate that many Muslims in Nigeria believe that conventional banks are guilty of sinning 

against God because of interest charges (Okaro, 2016). According to Adeleke and Alabede, 

2021, this has affected the financial inclusion levels in the northern part of the country which 
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is predominantly muslim.  It is no wonder therefore, that according to the World Bank Global 

Findex survey conducted in 2021, approximately 4 percent of the Nigerian population above 

15 years of age did not open a bank account due to religious factors. 

8)  Documentation 

 

During the survey carried out in 2010, about 5.8 percent of the population did not open bank 

accounts because of the requirement for too much documentation (EFInA 2010).  A number 

of people do not have the required documents such as driver license, international passport, 

national identity card and government supplied electricity bill (Aina and Oluyombo, 2014). 

Moreover, getting access to documents such as electricity bills is not possible in areas where 

there is no electricity (Aina and Oluyombo, 2014).   

 

According to the Central Bank of Nigeria (2003), the need for adequate documentation arises 

from the Anti-Money Laundering (AML) regulations which require banks to know their 

customers (KYC).  This is intended to minimise the risk of financial institutions being used as 

a conduits for fraudulent activities (Bank of Nigeria, 2003).  Indeed, Nigeria has an 

international reputation of having a very high incidence of financial scams. 

 

In order to address the documentation challenges, 3 tiered Know Your Customer project was 

implemented  (Annual Financial Inclusion report, 2015).  This project was introduced in 2013 

to simplify account opening requirements.  The requirements state that accounts of all three 

tiers can be opened without any minimum amount (no frill accounts).  Additionally, to open a 

Tier 1 account, it is sufficient to have a passport photograph, a telephone number and to provide 

personal information such as the name, address and place and date of birth.  This was to make 

it easier for the low-income population to open accounts and make electronic payments 

(Central Bank of Nigeria, 2016).  It is also important to note that the account opening process 

was further eased by using Unstructured Supplementary Service Data (USSD) which is a 

protocol used by telecom companies to send short text messages (Central Bank of Nigeria, 

National Financial Inclusion Strategy, 2018).  Customers follow the instructions contained in 

the short text messages to open bank accounts. They are identified by the BVN (Bank 
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Verification Number), which is a unique identifier and tagged to an individuals biometrics 

(Adeleke and Alabede, 2021).  Despite these efforts, however, out of those who did not have 

bank accounts in Nigeria,  32 percent said it was because of lack of documentation, this was 

an increase from 18 percent reported in 2017 (World Bank Global Findex, 2021). The 

Government therefore, needs to step up efforts to make opening of bank accounts much easier.  

9) Low Trust in the Financial Sector 

 

The financial crisis of the 1990s eroded public confidence in the Nigerian banking sector 

(Kama and Adigun, 2013; Sanusi 2010).  During this time, a number of micro- finance 

institutions were closed and banks were found to have engaged in unethical use of depositors’ 

funds (Sanusi, 2010). The crisis saw the Central Bank replace the management of eight (8) 

banks while others were recapitalised.  The Consumer Protection Unit was then up-graded in 

2012 into a fully- fledged department in order to restore public confidence in the sector (Central 

Bank of Nigeria, 2015).   

 

Despite these developments, confidence in the banking sector remained below average with 

approximately 70 percent of the adult population convinced that they will not get their money 

back in case of bank closure (EFInA, 2014).  By 2021 , the percentage of the population above 

15 years who did not open a bank account because of trust related issues, stood at only 10 

percent (World Bank Global Findex, 2021).  This could be due to the implementation of the 

Consumer Protection Framework which was issued in 2016 to boost public confidence in the 

financial sector (Central Bank of Nigeria, 2015).  Also, the Nigerian banking sector has 

remained relatively stable, since the last bank closures. 

10) Demographic factors 

 

The literature indicates that age and gender have an impact on the level of financial inclusion.  

The elderly and female population are more likely to be financially excluded compared to their 

more youthful and male counterparts (Abdu et all, 2015). The gender gap was largely attributed 

to education levels and therefore, the recommendation was to place emphasis on the education 
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of the female population.  However, it may also relate to family structures and the common 

reliance on other members of the household especially the men, to engage with banks.  

In their study, Adetunji and David-West (2019), posited that many young women in rural areas 

were left out of the formal banking system and therefore resorted to saving at home or with 

family and friends. Similarly, a number of middle aged and older women in both rural and 

urban setting saved with informal institutions.  They recommended amongst others, the 

introduction of low cost digital services to these categories of women to enable them join the 

formal banking sector. 

Some of the major factors that affected the financial inclusion of women are related to cultural 

barriers, education levels, income levels, property rights and biases from some banks (Adeleke 

and Alabede, 2021). Amongst some ethnic communities in Nigeria, women are not allowed to 

work, they are expected to be full time housewives (Anyanwu at all, 2018), this no doubt 

affects their ability to earn income. Furthermore, the limited exposure to developments around 

them does not trigger new ideas, because they are basically confined to the home environment.  

In some states especially in the Norther part of Nigeria, women are not allowed to interact with 

men in commercial spaces, and this affects their ability to approach banks (Adeleke and 

Alabede, 2021). These cultural factors have remained deep rooted with significant disparity 

between the number of male and female Nigerians who have bank accounts. Approximately 

35 percent of the female population have bank accounts compared to the male population 

which stood at 55 percent (World Bank Global Findex, 2021). More has to be done to increase 

the number of ladies opening bank accounts.  

11) Other factors  

   

According to Aina and Oluyombo (2015), there are a number of other reasons why some 

Nigerians have opted out of the banking sector. These include: the feeling that banks are not 

important,  being rejected the first time they tried to open an account and the shear fear of being 

denied the opportunity to open a bank account.  
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2.10.3 Conclusion 

 

There are a number of financial inclusion barriers facing the Nigerian populace. These are being 

addressed steadily through the introduction of new regulations, frameworks and policies.  Immense 

efforts have been taken by the Government and the Central Bank; however, more is yet to be seen 

from the mainstream banks given that they generally prefer to deal with high end customers.  

Despite the development of new channels through which financial services can be obtained, 

commercial banks remain pivotal in the fight against financial exclusion.  As such, banks need to 

invest in research to explore innovative ways of getting appropriate services to the customer at 

reduced cost (Kama and Adigun, 2013).   

It is worth noting that despite Nigeria being one of the largest economies in Africa, Uganda which 

is a much smaller economy posted a higher financial inclusion level in 2021. The population with 

a formal account in Uganda stood at 66 percent compared to Nigeria which had 45 percent (World 

Bank Global Findex, 2021). This could be due to a number of factors, including the slower 

adoption of mobile money in Nigeria compared to Uganda. There are a number of factors which 

have affected mobile money up-take in Nigeria. These include: poor mobile network connectivity, 

security concerns, cost of the service and well as poor complaint resolution (Tonuchi, 2020).  

According to Chukwu (2018), who is a programme specialist working with EFInA, other reasons 

for the low up-take of mobile money are lack of awareness of how the system works which has 

eventually bred mistrust in the payment system (Chukwu H. 2018).   

The factors affecting traditional banking in Nigeria are; cultural and religious beliefs especially 

those affecting women, low income levels, high charges levied for transacting with banks, low 

levels of trust in the banking sector and challenges with getting the required documentation. If 

these issues are addressed, Nigeria would be poised to take on-board more of the financially 

excluded into the formal financial system.  
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2.11 Kenya 

 

2.11.1 Evolution of financial inclusion 

 

Following independence from British rule, Kenya put in place a number of polices to support the 

growth of locally owned banks to meet the needs of the African community. Communities engaged 

in cash crop farming and employees in the formal sector were encouraged to join Savings and 

Credit Co-operatives (SACCOs).  The micro-finance industry was supported by the Government, 

and this gave birth to a number of micro-finance institutions including Equity which has since 

transformed into a commercial bank (Johnson & Nino-Zarazua, 2011). While these efforts 

increased the number of people accessing financial services, a significant percentage of the 

population remained financially excluded and economic growth was slow.  

Consequently, the Government made deliberate efforts to promote financial inclusion with the roll 

out of the Economic Recovery Strategy for Wealth and Employment creation in 2003.  The 

programme ran up to 2007 and focused on transforming the slow economic growth which had 

adversely affected the lives of Kenyans.  It brought to the fore the need for the country to build a 

vibrant, stable and easily accessible financial system to support wealth creation (Mugo and 

Evelyne, 2017).  Towards this goal, the Financial Sector Deepening (FSD) programme was 

established, with the aim of amongst others improving on financial inclusion levels (FSD, 2018).  

In addition, the country put in place Vision 2008-2030, which is expected to enable Kenya reach 

middle income status.  The development of the financial services sector is one of the areas of focus 

under this programme (Mugo and Evelyne, 2017).  

These deliberate policies have seen the levels of financial inclusion increase dramatically with the 

introduction of products such as mobile money, agent banking, and Islamic banking amongst 

others (Mugo and Kilonzo, 2017).  

According to the Financial Access Survey conducted by the IMF in 2019, there were 4.6 branches 

and 7.79 ATMs serving every 100,000 people.  This was a drop compared to 5.59 branches and 

9.69 ATMs which served the same number of people in 2015.  The number of mobile money 

agents on the other hand, increased from 252 to 393 per 1000km squared, in 2011 and 2019 
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respectively.  This could imply that banks are reducing on brick and mortar channels of service 

delivery given the rapid uptake of mobile money products.  

The World Bank Findex survey conducted in 2021, revealed that the percentage of the population 

above the age of 15 years which had either an account with a financial institution or mobile money 

was 79% this was above the 66 percent reported in Uganda. Out of these, 51 percent held an 

account with a financial institution compared to 42 % in 2011.  Although more than half of the 

population had a bank account with a financial institution, 2 percent of those were inactive (World 

Bank Global Findex, 2021).  These statistics indicate that uptake of formal financial services has 

increased only slightly over the ten (10) year period, and some of these accounts are hardly used.  

This implies that there are certain factors affecting financial inclusion in the country.  

2.11.2 Factors affecting access, usage and quality of banking services 

 

The World Bank Global Findex survey conducted in 2021, gathered statistics on why Kenyans do 

not have bank accounts.  These were as follows: distance to banks (38%), cost of maintaining a 

bank account (46%), lack of documents to open a bank account (46%), trust issues (25%), religious 

factors (11%), a family member has a bank account (14%) and lack of sufficient money to bank 

(82%).  The factors are quite similar to those identified in the FinAccess Household Survey which 

was conducted in 2019 jointly by the Central Bank, Kenya National Bureau of Statistics and the 

Financial Sector Deepening Agency. The survey identifies factors affecting access, usage, quality 

and welfare which are the cornerstone of financial inclusion.  According to the survey report, the 

major barriers to financial inclusion were: the high cost of maintaining banks accounts, 

unexplained charges, loss of money through fraud, lack of transparency in pricing, down time of 

payment technology such as ATMs and POS amongst others and poor customer service.  The 

available statistics indicated that 36% of the population were not happy with the down time of 

technology, 30 % had concerns about the bank charges, 13 percent felt that customer service was 

poor while 3 % had lost money through fraud.  It is worth noting that the complaints about fraud 

reduced from 7 percent in 2013, indicating that the framework put in place to protect customers is 

quite effective.  The differences in factors affecting financial inclusion could be because the World 

Bank survey concentrated on factors affecting ownership of bank accounts, while the financial 
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access survey, looked at factors affecting people’s ability to access any form of financial service, 

including mobile money.    

Other factors which have an impact on financial inclusion levels in Kenya are age and gender.  In 

their study on financial inclusion of women in Northern Kenya, Tiwari et all (2019), observed that 

inclusion of women was affected by a number of factors. These were; low levels of education 

which affect literacy and numeracy skills, lack of familiarity with digital products such as mobile 

money and cultural preferences to save by buying livestock instead of putting cash in banks. In 

terms of digital products there was some distrust in how the system works and they feared that 

money would be returned to the sender if not withdrawn immediately. This affected their use of 

mobile phones for saving money. The study concluded by recommending easier to use digital 

products to the less literate population. By 2021, approximately 75 percent of the female 

population had accounts compared to 83 percent for males (World Bank Global Findex, 2021). 

This means that a lot needs to be done to reduce on the disparity between the two genders. 

The older people tended to be financially included compared to 18- to 24-year-olds (Johnson & 

Nino-Zarazua, 2011).  According to statistics released by the World Bank the disparity arising 

from age has reduced significantly with approximately 79 percent of those between 15 and 24 

years of age included, compared to those above 25 years which stood at 80 percent. This could be 

attributed to the mobile money revolution which has seen more people in Kenya become 

financially included.  

According to a study conducted rural Kenya, even when people were assisted to open bank 

accounts with ease, usage and quality of banking services remained a challenge.  The major factors 

which affected usage and quality of banking services were: lack of trust, high withdrawal fees and 

unreliable services (Dupas et all, 2016).  The lack of trust was surprising to the researchers given 

that the Kenyan Banking system had been relatively stable.  However, they suspected that trust 

could have been impacted on by bogus pyramid schemes, SACOS and village banks whose 

deposits are not insured by the Government.  The fees for withdrawal were evidently high and the 

existence of only one village bank impacted on service delivery.  Dupas concluded his research by 

recommending the need to emphasize deposit insurance for financial inclusion to expand. 
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It is worth noting that the barriers to financial inclusion faced in Kenya are very similar to those 

in Uganda, Nigeria and other sub-saharan countries.  

 

2.12 Uganda   

 

2.12.1 Structure of the Ugandan Financial Sector 

 

The Ugandan financial sector is constituted of: commercial banks, credit institutions, development 

banks, micro-finance institutions, insurance companies, pension funds, capital markets, money 

lenders, Savings and Credit Cooperatives (SACCOS) and village saving schemes.  In addition, 

some telecommunication companies offer ‘Deposit Like Products’ which enable their subscribers 

to save and borrow small amounts of money on their mobile phones using virtual accounts.   A 

number of the institutions within the financial sector are regulated by the Central Bank while others 

fall outside the mandate of the bank. As at June 30, 2022, the Ugandan financial sector was largely 

constituted of the following:  

1) Deposit-taking financial institutions regulated by the Central Bank:  

a) Commercial Banks – twenty five (25) 

b) Credit Institutions  - four (4)  

c) Deposit Taking Microfinance Institutions  - four (4) 

2) Non-deposit taking institutions regulated by the Central Bank: 

a) Forex Bureaus and Money Remitters 

b) Mobile Money Operators  

3) Financial Institutions which are regulated by other organs of Government:  

a) Insurance Companies - regulated by the Insurance Regulatory Authority (IRA) 

b) Pension Funds – regulated by Uganda Retirement Benefits Regulatory 

Authority (UBRA) 

c) Capital markets- regulated by the Capital Markets Authority (CMA) 

d) Money lenders – Regulated by Uganda Microfinance Regulatory Authority 

(UMRA). 

e) Non-deposit taking Micro-finance institutions- regulated by UMRA 



 

 

 

70 

 

f) Savings and Credit Cooperative (SACCOS) – regulated by UMRA 

4.   Others 

a) Development Banks such as the Uganda Development Bank and East African 

Development Bank 

b) Village Savings and Loan Associations (VSLA) 

 

Although there are 33 deposit-taking financial institutions regulated by the Central Bank, 

commercial banks control the largest share of total deposits in the sector.  As at December 31, 

2021, the commercial banks held 97 percent of the total deposits in the banking sector, standing at 

UGX 28. 6 trillion (Bank of Uganda, Annual Supervision Report, 2021).  

 

2.12.2 Evolution of the Commercial Banking Sector in Uganda    

1) Pre- Independence (1962) 

 

Uganda attained political independence from the British on October 9, 1962.  Prior to this, the 

sector had grown steadily from 1906 when the first commercial bank (Bank of India) opened its 

doors to the public.  This was followed by Standard Bank which commenced business in 1912 

(Bategeka and Okumu, 2010; Lubega, 2015) and Barclays Bank of London which joined the sector 

in 1927 (Barclays Bank, 2016; Lubega, 2015).  The Bank of Netherlands opened in 1954 and later 

merged with Grind lays Bank whose name had initially been changed from Bank of India.  In 1953 

Bank of Baroda which was Indian owned, set foot in country (Bategeka and Okumu, 2010).  At 

the time of independence therefore, the commercial banking sector was driven by foreign owned 

private banks. 

 

According to Brownbridge 1998, these banks served mainly British and Indian interests.  They 

hardly financed small enterprises run by indigenous Ugandans because of their size (Harvey, 1993) 

and also the collateral they presented was considered inadequate (Saben, 1961). These banks were 

located in a few towns and this presented challenges of currency distribution across the economy. 

Indian merchants closed this gap to some extent by accepting bank drafts and physical items in 
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exchange for hard cash (Saben, 1961).  This was probably one of the first informal arrangements 

which could be said to be similar to modern day ‘Agent Banking’.  

 

In order to serve the needs of the indigenous Ugandans and improve formal outreach, the 

Government formed the Uganda Credit and Savings Society (UCSS) in 1950.  This institution 

provided the much needed banking services to Ugandans and their businesses (Akampurira 2008, 

Saben 1961).  According to Saben (1961), the other objective of the society was to enhance 

agricultural production and promote co-operative societies across the country.  By 1961, UCSS 

had branches spread in seven (7) towns, namely; Mbale, Jinja, Gulu, Masaka, Soroti, Fortportal 

and Arua.  

In terms of central banking, the commercial banks were mainly regulated by their parent regulators 

(Akampurira, 2008).  Local regulation of the sector was not deemed necessary because the banks 

were held in very high regard and therefore, the risk to depositor’s funds was perceived as remote 

(Harvey, 1993).  As such, the major role of the East African Currency Board which was established 

in 1919 was to issue the East African Shilling and not to regulate commercial banks (Akampurira, 

2008).  The board however, played a slight role in guiding the commercial banking industry (Bank 

of Uganda, 1999).   

At the time of independence therefore, the commercial banking sector in Uganda was narrow with 

a limited branch network.  All the commercial banks were foreign owned and this left most of the 

ordinary Ugandans excluded from the commercial banking sector.  The sector was hardly 

subjected to any form of local regulation and this could have exacerbated the isolation of the 

indigenous population.   

2) Post-Independence 1962 to 1970 (Obote 1) 

 

When the country achieved independence in 1962, the new Government lead by Dr. Milton Obote 

put in place deliberate policies to enable the financially excluded indigenous Ugandans to access 

commercial banking facilities (Harvey, 1993).  Towards this goal, the 1963 cooperative societies 

act was passed and in 1964 the Cooperative Bank was born.  The role of this bank was primarily 

to finance local cooperative societies to market cash crops, gin cotton and process coffee (Action 
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Aid, 2013).  Later in 1965 an Act of Parliament was passed and UCSS was transformed into the 

first indigenous commercial bank named, the Uganda Credit and Saving Bank, which later became 

the Uganda Commercial Bank in 1969 (Bategeka and Okumu, 2010).  Apart from financing 

indigenous enterprises, the newly established bank was to serve as a channel through which 

Government agricultural and rural lending programmes would be administered (Gershenberg, 

1972).  Government heavily supported UCB and it evolved into the largest bank in the sector with 

a wide branch network serving locals in different parts of the country (Clarke, Cull and Fuchs 

2009).  It was in the same spirit that the ‘Bank of Uganda Act’ was passed in 1966.  This dissolved 

the East African Currency Board (Bank of Uganda, 1999) and gave birth to the Central Bank 

named ‘Bank of Uganda’ (Bategeka and Okumu, 2010).  

 

Despite these developments, there were strong sentiments that the commercial banking sector was 

not making a fair contribution to the development of the country.  This led to a need to have some 

form of regulation over the activities of the sector (Gershenberg, 1972).  Consequently, the 

Banking Act of 1969 was enacted (Bategeka and Okumu, 2010, Gershenberg, 1972).  The new 

law empowered the Government through the office of the Minister of Finance, to licence and 

revoke licenses of financial Institutions (Banking Act, 1969).  All foreign owned banks had to be 

locally incorporated and placed under the supervision of Bank of Uganda (Bank of Uganda, 1999).  

Regulatory requirements were placed on capital and liquidity holdings and regulated financial 

institutions could be subjected to an inspection at any time (Banking Act, 1969).  During this 

period the financial sector was safe and sound, though narrow in terms of outreach (Bank of 

Uganda, 1970).   

 

3) Post-Independence 1970 and 1980- (Idd Amin Dada) 

 

In 1971 there was a change of guard which saw General Idd Amin Dada forcefully take over the 

reins of power.  The new president believed that there was need to empower the indigenous 

community even more.  He declared an ‘Economic War’ in order to transfer the ownership of 

businesses and industries to his cronies and government (Balunywa, 2002).  Consequently, all 

government bodies and co-operative societies were directed to bank with the Uganda Commercial 

Bank.  Foreign banks were forced to sell off all their branches to UCB and remained with a single 
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branch in the capital city (Kampala).  These developments resulted into the fast paced expansion 

of UCB which now operated approximately 69 branches (Bategeka and Okumu, 2010) and met 

the basic financial needs of rural Ugandans (Clarke, Cull and Fuchs 2009).  In order to further 

localise the economy, the shareholding of most industries including banks was adjusted so that the 

Government controlled 49% of the shares while the private sector controlled 51% (Balunywa, 

2002).  

 

The forceful expulsion of Asians in 1972 after the ‘Economic War’ was waged, coupled with the 

departure of many foreigners left managerial and technical gaps in both the private and public 

sector (Balunywa, 2002).  As a result, the country’s GDP and industrial output steadily deteriorated 

(Balunywa, 1992) and inflation was very high (Mutibwa, 1992; Bategeka 1999) standing at an 

average of 70% (Okumu, 2007).  Additionally, the economy was heavily controlled with interest 

rates, foreign exchange rates and agricultural prices amongst others, determined by Government.  

In other words the economy was under financial repression (Brownbrige, 1996).  These events saw 

the number of commercial bank branches dwindle from 290 in 1970 to only 84 in 1980 with the 

Uganda Commercial Bank owning 50 of these (Bategeka and Okumu, 2010).  

 

On the social front, the political and economic events in the country had a negative impact on the 

social fabric of the society (Collier and Reinikka, 2001).  Education and morality steadily lost 

value because one did not have to work hard to earn a living.  Instead, networks with influential 

government officials or theft could put food on the table (Mutibwa, 1992).  

 

‘The guiding principle was that “the end justified the means” because people were so 

desperate to beat inflation and to survive’.  (Mutibwa, 1992). 

 

4) The Commercial Banking sector between 1980 and 1986 (Obote II) 

 

In 1980 Dr. Milton Obote became president once again and in a desperate effort to restore the 

decaying economy, price controls on some commodities were removed and the shilling was left to 

float (Mutibwa, 1992; Balunywa 1992).  In 1982, a two year Recovery Program meant to promote 

the private sector was rolled out (Balunywa, 1992).  According to Mutiibwa (1992), this was a 
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Structural Adjustment Program which was instituted in return for IMF loans.  The program 

collapsed in 1984 on account of excessive Government expenditure fuelled by corruption 

tendencies of government officials.  Matters were worsened because the government was 

embroiled in a guerrilla war with Mr. Yoweri Museveni, who disputed the outcome of the 1980 

elections which had ushered in President Milton Obote.  All these factors made it impossible to 

achieve the much needed economic recovery. 

 

Despite the socio-economic and political turmoil, some local banks and other financial institutions 

were able to start business.  For instance the Catholic Church formed Centenary Rural 

Development Trust (now Centenary Bank) in 1983 while Sembule Commercial Bank opened its 

doors to the public in 1984.  During this time however, UCB and the Cooperative Bank, which 

were heavily supported by the Government, were grossly mismanaged.  The outreach of foreign 

banks that were better managed was limited and regulation by Bank of Uganda was almost non-

existent.  These factors affected public confidence in the banking sector and therefore had a 

negative impact on deposit mobilisation (Brownbridge 1998). 

 

5) The Commercial Banking Sector from 1986 to date 

 
In 1986 President Yoweri Kaguta Museveni toppled the government and took over power.  With 

the help of the World Bank and the IMF the new government adopted the Economic Recovery 

Program in 1987 to focus on stabilisation to rebuild the crippled economy (Atingi–Ego, 2004; 

Brownbridge, 1998).  This saw many administrative controls relaxed and government excesses 

controlled.  The exchange rate for example was liberalised and producer prices for farmers 

improved (Brownbridge, 1998).  In 1991 attention turned to the financial sector and the Financial 

Sector Adjustment Credit (FSAC) was launched.  FSAC focused on restructuring underperforming 

commercial banks, liberalisation of financial markets and enhancing financial sector regulation by 

Bank of Uganda.  UCB and Cooperative Bank were restructured and recapitalised into more 

economically viable banks.  The Banking Act of 1969 was superseded by the 1993 Financial 

Institutions Statute and this empowered Bank of Uganda to issue prudential regulations to banks 

and take regulatory action without recourse to the courts of law and the Minister of Finance 

(Brownbridge, 1998).  
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As the programmes to restore the economy and financial sector were ongoing, a number of local 

banks commenced businesses. Their main selling point was longer banking hours, faster service, 

shorter queues, credit for small borrowers and use of ATMs.  Within a few years however, many 

of these banks suffered from poor lending practices with insider lending recklessly undertaken.  

This undermined their capital position and, consequently, some were closed or sold off in the mid 

and late 90s (Brownbridge, 1998).  The first bank to be closed was Teefe Bank in 1993 and in 

1995 Bank of Uganda intervened in the management of Nile Bank and Sembule Bank which were 

locally owned.  These were later sold off to strategic investors.  Between 1998 and 1999 four (4) 

local banks were closed, these were; The International Credit Bank, Greenland Bank, Cooperative 

Bank and Trust Bank (Bank of Uganda, 1999).  In 2002 Transafrica Bank was sold to Orient Bank 

because its operations were deemed detrimental to the interests of depositors (Bank of Uganda, 

2002).  The biggest bank in the sector (UCB) was not left untouched.  In 2002 it was divested 

(Okumu, 2007) to South African owned Bank called Stanbic.  In order to stabilise the sector, Bank 

of Uganda placed a moratorium on licensing of new banks and this ran from 1999 to 2007 

(Bategeka and Okumu, 2010).   

 

In order to rejuvenate the commercial banking sector, the country lifted the moratorium on 

licensing new commercial banks in 2007 and this ushered in new banks into the sector such as: 

Kenya Commercial Bank, Ecobank, Equity Bank and United Bank for Africa.  A credit reference 

bureau was set up to improve information flow between lenders and borrowers (Bank of Uganda, 

2016; Fincsope 2013).  Financial Consumer Protection Guidelines were issued, mainly to foster 

transparency and confidence in the financial sector (Bank of Uganda, Annual Supervision Report, 

2011).  

 

With the non-performing banks weeded out of the sector and others restructured, the viability of 

the commercial banking sector improved steadily and by 2003, it was observed to be resilient and 

financially sound (Ingve and Bio-Tchane, 2003).  It continued to grow from strength to strength 

and as at 31 December 2019, the sector was adequately capitalised (Bank of Uganda, Annual 

Supervision Report, 2019).  Confidence in the banking sector improved greatly with deposits 

shooting up by 720% from UGX 1 trillion in 1999 to UGX 23 trillion in 2019.  The level of non-
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performing loans to the total loan portfolio reduced from 26% in 1999 to only 4.7% as at 31 

December 2019, signalling an improvement in credit risk management.  Likewise, the branch 

network grew in leaps and bounds from 143 to 580 branches in 1999 and 2019 respectively.  

Furthermore, the introduction of ATMs revolutionised service delivery, with hardly any ATMs in 

1999 to 851 in 2019.  An inter switch which was subscribed to by a number of the commercial 

banks made the use of ATM cards across banks easier (Bank of Uganda, 1999 and 2015). More 

recently the introduction of VISA enabled ATM cards, has enabled customers use ATMs of other 

banks.  

 

The commercial banking sector has remained a dominant provider of financial services in Uganda 

(Bank of Uganda, Annual Supervision Report, 2021).  Although the financial sector is driven by 

commercial banks, other deposit taking financial institutions which are regulated by Bank of 

Uganda include, Credit Institutions and Deposit taking Micro-finance Institutions.    

 

Despite these achievements, the sector has continued to be dominated by foreign owned banks.  In 

terms of geographical spread, the foreign owned banks are mainly concentrated in Capital City 

(Kampala) and therefore, serve the high end of the market (Bategeka and Okumu, 2010).  

Additionally, it is quite possible that the turbulence which was witnessed in the banking sector in 

the late 1990s and early 2000s could have to some extent affected public confidence in the banking 

sector.   

 

2.12.3 Developments in the Commercial Banking Sector 

 

In an effort to broaden access to commercial banking services, a number of commercial banks 

have partnered with telecommunication companies to offer mobile money services.  This service 

was started in Uganda in 2009 following a partnership between Stanbic Bank and M/s MTN, a 

telecom service provider.  In its infancy it provided a platform through which friends and relatives 

could send money across the country.  

 

In 2013, Bank of Uganda took an interest in mobile money and issued guidelines to streamline 

mobile money operations in order to educate and protect key players in the sector (Bank of Uganda, 
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Annual Supervision Report, 2013).  It steadily evolved as a means through which various utilities 

such as water, electricity, and telephone bills could be paid.  Currently, users are able to access 

short term credit facilities using the facility. With these functionalities, the service has been 

embraced by many Ugandans and now poses a real competitive threat to the commercial banking 

sector.  During the year ended June 30, 2022 the volume of mobile money transactions stood at 

UGX 156 trillion and the number of transactions was 4.8 billion over the same period (Bank of 

Uganda, Annual Report 2021/22).  According to the Finscope study conducted in 2013, the 

introduction of mobile money significantly lowered the percentage of the population which was 

financially excluded from 30% in 2009 to 15% in 2013 (Bank of Uganda, 2014).  However, this 

did not result in increased bank accounts, indicating that there was hardly any relationship between 

mobile money usage and bank account ownership (Ssonko, 2016).  According to the Financial 

Access Survey conducted by the IMF in 2019, the value of mobile money transactions was 

equivalent to 57 percent of the National GDP.  In view of the growing importance of mobile 

money, banks have now put in place systems which allow bank accounts to be linked to mobile 

money wallets.  This allows the bank account holder transfer money to their mobile money 

account.  

  

In 2016, an amendment to the Financial Institutions Act (2004) was passed and allowed 

commercial banks to engage in Islamic Banking, Agent Banking and Bancasurance.  Although 

Islamic banking has not yet taken off because the Central Shari’ah Advisory Council has not yet 

been established (Bank of Uganda, Annual Supervision Report, 2019), banks now provide 

insurance services and have established agents in places such as supermarkets, shops and petrol 

stations where depositors can easily withdraw and deposit money.  Agent banking started in 2018, 

and by November 2019, there were 9,477 agents scattered across the country (Agent Banking 

company, 2021).  Following the enactment of the National Payments Systems Act in 2020 and the 

accompanying regulations, Bank of Uganda started licensing Mobile Money Operators.  

 

    

2.12.4 Conclusion 

This section reveals that the strength and ultimately public confidence in the commercial banking 

sector is heavily dependent on economic, social, political and regulatory factors.  The economic 
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turmoil that engulfed the country between 1970 and 1986, coupled with the closure of a number 

of banks through the 1990s and early 2000s could still have a bearing on the attitude of some 

people towards commercial banks. On a positive note, the sector has not been left behind in terms 

of technological advancement, as evidenced by the introduction of Agent banking and mobile 

money wallets amongst others.  These developments in commercial banking could enable them to 

remain competitive, even in the face of stiff competition from the telecom  companies.      

 

2.12.5 Steps taken to enhance financial inclusion levels 

 

Following independence, the Government of Uganda put in place various policy measures to 

enable the population gain access to banking services.  However, the drive to boost financial 

inclusion levels was rejuvenated in 2010, when Bank of Uganda joined the Alliance for Financial 

Inclusion Group and became a signatory to the significant MAYA declaration (Alliance for 

Financial Inclusion, 2017).  The Alliance for Financial Inclusion (AFI) is the world’s leading 

forum for the promotion of financial inclusion.  This strategic move, culminated into the launch of 

the ‘Bank of Uganda Financial Inclusion Project’ which emphasised the need to improve financial 

literacy, innovation, consumer protection and develop appropriate means of measuring financial 

inclusion (Bank of Uganda Financial Inclusion Project, 2013).  It was against this background that 

products which were designed to increase access to financial services were rolled out.  These 

included mobile money, agent banking and bancassurance amongst others.  

In October 2017, Uganda launched the National Strategy for Financial Inclusion to run from 2017 

to 2022.  This strategy was developed by the Ministry of Finance, Planning and Economic 

Development together with Bank of Uganda.  The strategy was drawn up after conducting a 

diagnostic study of the country which involved holding interviews with staff of various financial 

institutions, organisations and ministries to understand the demand- and supply-related barriers 

impacting on financial inclusion.  These strategic initiatives were designed to enable Uganda 

achieve a financial inclusion target of 95 percent by the end of 2022. (National Financial Inclusion 

Strategy, 2017).  The Country is in the final stages of putting in place another five year National 

Strategy for Financial Inclusion.  
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It is clear that unlike the previous decades, financial inclusion is one of the key strategic priorities 

of the Government of Uganda and the Central Bank. The concerted efforts by Government have 

seen a steady rise in financial inclusion levels, and Uganda is above average within the sub-saharan 

region.  The country however falls way below the global averages. 

 

2.12.6   Statistics on financial inclusion levels in Uganda      

1) Global and Sub-Saharan African statistics 

 

According to the World Bank Global Findex database, there has been steady progress in achieving 

higher levels of financial inclusion across the globe.  In 2021, 76 percent of the world’s population 

(15 years and above) had an account with either a bank, other financial institution or mobile money 

service provider, compared to 51 percent reported in 2011.  A majority of accounts are held with 

formal financial institutions (74 percent). This means that the unbanked global population meaning 

they don’t have accounts with financial institutions nor a mobile money service provider stands at 

24 percent (World Bank, 2021).  Account ownership in high income countries stood at 96 percent 

with all respondents holding accounts with formal financial institutions. This is a stark contrast to 

the sub-saharan region which had only 55 percent of the population having formal accounts.  Out 

of the population which had an account, 40 percent were in formal financial institutions while the 

rest held accounts with mobile money service providers (World Bank, 2021).  This is expected 

given that the Region has adopted mobile money especially to ease payments.  

 

Out of the financially included individuals across the Globe, approximately 10 percent of those 

with bank accounts were not active users, while  only 5 percent were inactive in the sub-saharan 

region. Globally, approximately 74 percent the female population had bank accounts while the 

percentage with respect to me stood at 78 percent, brining the gender gap to  4 percent.  The gender 

gap in Sub-saharan Africa was much higher than the global average, standing at 12 percent with 

49 percent of the females having a bank account compared to 61 percent of the males (World Bank, 

Global Findex, 2021). This was expected and could be explained by the fact that the African 

society still upholds traditional values which are anchored on the principle of male dominance.  
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In terms of trends, there has been a notable improvement in the level of financial inclusion in the 

Sub-Saharan Africa (SSA) region over the last 10 years.  In 2021, the percentage of adults (15 

years and above) with an account stood at 55 percent up from 23 percent reported in 2011, posting 

an increment of  32 percentage points which is much higher than the Global increment of 25 

percentage points from 51 percent reported in 2011 to 76 percent over the same period. This could 

be because of the wide adoption of mobile money given that the region leads in this area with 33 

percent of the population using mobile money (World Bank, 2021).  The percentage of mobile 

money account users was approximately 54 percent and 69 percent in Uganda and Kenya 

respectively. While the percentage was quite low in Nigeria and India standing at 9 percent and 10 

percent respectively.  

 

2) Ugandan statistics  

 

According to the Finscope surveys, the percentage of adults in Uganda using formal financial 

services has steadily increased from 21 percent in 2007, to 28 percent in 2009, 54 percent in 2013 

and 58 percent in 2018.  The massive growth witnessed in 2013 was attributed mainly to the surge 

in mobile money usage during the period (Finscope 2007, 2009 and 2013).  By 2018, the totally 

excluded population stood at 22 percent while those who used informal financial services 

constituted 20 percent of the population, meaning that the percentage of financial inclusion in the 

country stood at 78 percent compared to the targeted 95 percent by 2022 (Financial Inclusion 

Strategy, 2017-22).   

 

The IMF Financial Access survey (2020), revealed that out of 1000 Ugandan adults, 290 had bank 

accounts with commercial banks in 2019 compared to 210 in 2015, indicating a moderate increase 

in number of bank accounts with commercial banks. Despite the improvement in usage of formal 

financial services, the percentage of those who are completely financially excluded has remained 

the same since 2013, standing at 22 percent (Finscope, 2018).  

 

With respect to usage of bank accounts 32 percent of the adult population had used their accounts 

in a period of 1 month, while 39 percent had used their accounts within a period of 6 months 
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(Finscope, 2018).  This means that while a number of Ugandans have bank accounts a large 

percentage are not active users of the available services.    

 

In terms of regional distribution, the Northern part of the country has the lowest level of financial 

inclusion mainly because of the insurgency which ravaged the region during the ‘Kony war’ 

(Finscope 2009), while the Eastern region follows closely (Linthorst, 2013).  In terms of 

demographics, the largest percentage of the financially excluded are the youth (Linthorst, 2013).  

This agrees with Ssonko’s study that age is a determinant of access to financial inclusion (Ssonko, 

2016).  

 

In 2014, the Gates Foundation mapped financial inclusion points across the country (see figure 1).  

These access points included: mobile money outlets, Micro-finance offices, financial institutions 

regulated by Bank of Uganda and Post office outlets.  The map indicates that the Northern and 

Eastern regions have the lowest levels of financial inclusion.  Formal financial institutions are 

mostly found in or near the major towns.  
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Figure 2. 2 Map showing the financial inclusion points across Uganda ( Gates Foundation – 2014) 

Key: 

Red      –  Formal Financial Institutions Regulated by Bank of Uganda  

Blue     – Mobile money outlets 

Purple – MFI Offices 

Orange – Post Offices  
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 According to a survey conducted by the World Bank in 2021, approximately 66 percent of 

Ugandans had bank accounts with a financial institution or mobile money service provider up from 

20 percent 10 years ago in 2011.  Out of these, only 37 percent had accounts in financial 

institutions.  Furthermore, the survey indicated that 4 percent of those with accounts in financial 

institutions held inactive bank accounts. Although the level of financial inclusion in Uganda is 

much higher than the SSA average of 55 percent, it is way below the Global average 76 percent. 

In terms of mobile money approximately 54 percent of the population has a mobile money account, 

which is much higher than the number with accounts with financial institutions. This means that 

there are a number of factors affecting the decision of Ugandans to open bank accounts.  
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2.12.7 Factors affecting access, usage and quality of banking services   

 

Ugandans like many other people across the globe, face numerous demand related barriers to 

financial inclusion.  According to the literature, the major demand-related factors affecting 

the population are: high costs of account maintenance, low levels of confidence in the financial 

system, inadequate income, limited awareness of available financial products, lengthy 

identification process, long distances to banks, religious factors and a family member having 

a bank account. The Global findex survey conducted by the World Bank in 2021, brought to 

the fore a number of factors affecting financial inclusion in a number of countries including 

Uganda. Where available, these statistics have been compared with those of the Sub-saharan 

region and low income countries. The results are contained in table 2.1 and 2.2 below.  

  

1) High maintenance fees for bank accounts and low interest on deposit accounts 

 

According to Demirgüç-Kunt et all (2015), half of the world’s population has remained 

financially excluded, because of high transaction costs.  They arrived at this conclusion after 

analysing data on 148 countries with Uganda included in the sample.  Transactional costs 

include penalties for overdrawing accounts (Honohan, 2008; De Koker and Jentzsch 2012). 

The lifting of the moratorium for licensing new banks in Uganda, was expected to amongst 

others, see increased competition for deposits which would increase interest rates on savings 

and ultimately grow a pool of new savers, hence reducing transactional costs.  However, this 

has not been realised.  Interest rates have remained low on deposits except those paid on fixed 

deposits which have remained competitive (World Bank, 2017).   The interest rates are too low 

to off-set bank charges levied on the accounts.   

According to the World Bank Findex survey which was conducted in 2021, the high cost of 

maintaining bank accounts has remained a deterrent to financial inclusion in Uganda.  

Approximately 51 percent of the population was locked out of the formal financial system and 

this was much higher than the average for low income countries which stood at 33 percent 

(World Bank Global Findex Statistics, 2021).  
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2) Low levels of confidence in the banking sector 

 

Some sections of the population have remained sceptical following the bank closures in the 

late 1990’s and early 2000’s (World Bank, 2017).  In addition, efforts to have people save in 

smaller unregulated institutions like SACCOS and micro finance institutions have been 

affected by fraud, poor corporate governance practices and lack of supervisory oversight on 

these institutions (World Bank, 2017).  The low confidence in smaller institutions has had a 

spill-over effect on the whole financial sector, with deposit mobilisation becoming more 

challenging (World Bank, 2017).  According to a survey conducted by the World Bank in 

2021, 30 percent of Ugandans did not have accounts in financial institutions because of trust 

related issues, this was higher than the average for low income countries which stood at 28 

percent (World Bank Global Findex, 2021).  It is anticipated that the Government’s decision 

to create a Deposit Protection Fund which is separate from the Central Bank will boost 

confidence in the financial sector (Deposit Protection Fund of Uganda, 2021).  

 

3) Lengthy Identification Process 

 

In order to curb money laundering and terrorist financing, financial institutions are required to 

ensure proper identification of clients using KYC (Know Your Customer) principles.  These 

requirements are very stringent and many ordinary Ugandans have opted to keep out of 

regulated financial institutions.  This challenge was also identified during the process of 

formulation of the National Financial Inclusion Strategy in 2017.  It was recommended that 

there was need to develop a tiered KYC system so that customers who were perceived to 

present lower risks would not have to present too many documents including identification 

cards, when opening bank accounts (National Financial Inclusion Strategy, 2017).  

At the same time, the Registration of Persons Act, 2015, came into force.  This paved way for 

the creation of the National Identification and Registration Authority (NIRA), whose duty was 

to issue National ID to Uganda amongst others.  According to Section 66(2) of the Registration 

of Persons Act, 2015, the National ID was identified as the primary identification document to 

be used when opening bank accounts.  In view of these developments, it has become mandatory 
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for Ugandans who want to open bank accounts to present their National IDs. Soon after, in 

2016, the Financial Institutions Act, 2004 was amended and this gave birth to the Deposit 

Protection Fund (DPF) which is a legal entity designed to pay depositors up to UGX 10 million 

in case their bank is closed.  In 2018, the DPF together with Bank of Uganda embarked on a 

massive drive to sensitise depositors about the need to update their depositor accounts using 

their National IDs.  This was to enable the Fund to easily identify depositors in case of bank 

closures.  

Despite these developments, it appears that the process of obtaining a National ID is not easy. 

According to the World Bank survey conducted in 2021, approximately 50 percent of the 

respondents did not have bank accounts because of difficulty in getting the required 

identification documents. This was higher than the average for the low income countries which 

stood at 41 percent.  

 

4) Distance to the Bank 

 

According to the IMF’s Financial Access Survey results which were released in 2020, 

Uganda’s branch coverage has steadily reduced since 2015.  In 2019, the branch coverage per 

100,000 adults stood at 2.58 compared to 3.03 in 2015, while the ATM coverage per 100,000 

adults stood at 4.04 compared to 4.64 in 2015 (International Monetary Fund, 2021).  From the 

statistics, there has been an evident decline in branch and ATM coverage across the country 

over the 4 year period.  It is no wonder, therefore, that proximity was considered the second 

biggest factor affecting access to financial services in Uganda (Finscope, 2018).  

Uganda’s coverage levels in terms of branches is close to that in Kenya and Nigeria, however 

Uganda is lagging behind in terms of ATM coverage. In Kenya, the branch coverage level 

stand at 4.65 per 100,000 people while ATM is at 7.69 per 100,000 people. Nigeria’s coverage 

level on the other hand stands at 4.78 and 17.19 for bank and ATM coverage respectively (IMF, 

2019). As expected, in addition to number of people served, population density affects the 

distance to be travelled. According to the most recent available statistics, Uganda and Nigeria 

have a similar population density of approximately 230 people per square meter, while Kenya 
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has 91 people per square meter (Statista, 2021). This could imply that overall, Kenyans may 

be further away from both branches and ATMs compared to Ugandans and Nigerians. The low 

coverage in Uganda especially with regards to branches is due to the high cost of setting up 

formal financial institutions in rural areas because of poor infrastructure and limited market 

size (World Bank, 2017).  It is expected that the recently introduced concept of agent banking 

will address these problems in the long run.  

Despite the introduction of services such as agent banking and internet banking, the distance 

one has to travel in order to access a bank branch has remained a major financial inclusion 

barrier for Ugandans (World Bank, 2021). According to the World Bank survey conducted in 

2021, 42 percent of the respondents said they did not have bank accounts because of the lengthy 

distance to be travelled to access the service. This was higher than the average for the low 

income countries which stood at 36 percent. 

  

5) Low levels of financial literacy and Education 

 

One of the first steps towards attaining financial inclusion is financial literacy.  In their study, 

Akileng at all (2018), ascertained that financial literacy had a very strong bearing on financial 

inclusion, both in the rural and urban setting in Uganda. The factors they considered in measuring 

financial inclusion were having a bank account, using a loan product and utilizing insurance 

services amongst others. They recommended that financial institutions should be more active in 

educating the public about the products they offer and how these can improve their wellbeing.   

According to the Finscope report of 2009, those who attained tertiary or secondary school 

education tended to use formal financial services for banking, while the uneducated generally 

opted for a secret place.  This means that education which helps create awareness about 

financial products is a key enabler in the financial inclusion (Finscope, 2013). In their study 

however, Akileng et all (2018), ascertained that there was apparently no significant 

relationship between education and financial inclusion. They opined that there was no 

relationship because the two are different, since it was possible to be educated but not 

financially literate. This assertion was supported by studies which showed that financial 

literacy levels vary even within similar groups of students. Despite the conflicting findings it 
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appears that having some academic knowledge makes it easier for one to decide to use banking 

services. However, in the urban setting this may not be the case, because most formal sector 

employers pay salaries through bank accounts and therefore, this category really has no choice 

but to open formal bank accounts (Ssonko, 2016). According to the World Bank survey 

conducted in 2021, approximately 54 percent of the respondents with primary school education 

had accounts, compared to 76 percent who had secondary school education and more. This 

was higher than the average for the SSA which stood at 39 percent and 74 percent for primary 

and secondary school respectively. 

6) Lack of awareness 

 

People need to be aware of the various banking products offered so that they can make 

informed decisions (Akileng at all, 2018). According to Finscope 2013, nearly 5 million adult 

Ugandans or 31 percent of the adult population had never saved before, mainly because they 

lack information on how and where to save (Finscope, 2013).  The various players in the 

financial sector, therefore, have an uphill task of creating awareness of their services to the 

average Ugandan. According to Akileng et all (2018), the burden lies mostly on the financial 

institutions to devise creative means of reaching the public and informing them about the 

products they offer.  

7) Low/irregular income 

 

In their study, Akileng et all (2018), ascertained that there was a strong positive relationship 

between financial inclusion and income levels amongst the urban and rural population in 

Uganda. This is corroborated by the fact that approximately 44 percent of the adult Ugandan 

population did not save in formal institutions due to low income levels (Finscope, 2013).  

Furthermore, this meagre income is often earned in an irregular manner (Finscope, 2009).  The 

low income levels coupled with unpredictable cash flows make it difficult to access and use 

formal banking services.  According to the World Bank Global Findex survey conducted in 

2021, 77 percent of the respondents who did not have a formal bank account said this was  

because of insufficient funds.  This was slightly lower than the average for low income 

countries which stood at 82 percent.  Indeed, the Finscope survey which was conducted in 
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2018, revealed that the major barrier to access to banking services was insufficient money to 

bank.  While Ssonko’s study revealed that there was a direct relationship between level of 

income and account ownership, the same study indicated that the frequency of income did not 

have a significant impact on bank account ownership (Sonko, 2016).  His study however, 

focused on the formally employed urban dwellers population who earn regular income.  It was, 

therefore, not surprising that irregular income did not have an impact on bank account 

ownership.   

   

8) Irrelevant Banking Products 

 

According to the Finscope survey of 2018, approximately 22 percent of the adult Uganda 

population used informal arrangements to save.  In the rural areas, this percentage stood at 24 

percent while it was only 14 percent amongst the urban population.  Interestingly, 13 percent 

of the adult population saved with themselves.  There was almost no difference between the 

rural and urban population which preferred to keep money with themselves.  Approximately 

13 percent of the rural dwellers and 12 percent of the urban population, preferred to keep 

money themselves.  

These statistics indicate that a sizable percentage of the population resorts to informal means 

of saving money.  This could imply that, while much of the population has capacity to save, 

they feel that the products provided by the formal financial institutions do not meet their needs.  

It is therefore no wonder that a number of people have resorted to mobile money products 

provided by the telecom companies. Ugandans are now able to save small amounts of money 

on their mobile phone accounts and access short loans.  By September 2020, the number of 

mobile account holders stood at 30 million compared to approximately 7 million bank accounts 

(Bank of Uganda, 2020).  While the use of mobile money has improved the level of financial 

inclusion in the country, a lot of money is circulating outside the banking sector and cannot be 

used for effective financial intermediation.  As at September 2020, the value of total mobile 

money transactions stood at a whopping UGX 66 trillion.  According to the NFIS, banks have 

tried to enter the mobile market; however, poor telecom network coverage and absence of a 
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clear regulatory framework have affected their ability to ably compete with the telecoms.  As 

such, the country is not enjoying the full benefits of financial inclusion.   

9) Poor customer service or poor quality of banking services 

 

Poor customer service has been cited as a deterrent to financial inclusion with 11 percent of 

the population expressing displeasure with the way they are handled in banks (Finscope 2013).  

According to Burani et al (2013), customer satisfaction with banks in Uganda is affected by; 

reliability of banking services, responsiveness to customer needs and queries, competence of 

the bankers, credibility and security of the service, ease of accessing banking services and the 

level of understanding of the various banking products. Arising from their research, Burani et 

all (2013) recommended that in order to attract and maintain customers, banks needed to 

provide quality services to customers immediately they joined the bank, staff should be polite 

when dealing with customers and it was necessary to educate customers on how to use the 

various services.  These findings indicated that despite the action taken by Bank of Uganda  in 

2011 to issue Consumer Protection Guidelines in 2011 intended to promote fairness and 

transparency, more needed to be done.  Indeed, during the Finscope study conducted in 2013, 

the respondents suggested that an independent body be established to handle customer 

complaints (Finscope, 2013).  Bank of Uganda responded by creating a customer complaints 

desk to handle complaints escalated by customers.   

  

10) High Inter-bank ATM Charges 

 

Uganda does not have a national ATM switch and therefore, customers are charged highly 

when they use ATMs of other banks, because their transactions go through a private ATM 

switch.  According to the World Bank report issued in 2017, this has discouraged the ordinary 

Ugandan from using ATMs which are more reachable compared to commercial bank branches.  

The introduction of VISA-enabled ATM cards which can be used across different bank 

networks could result in an increased use of ATM cards, given that their charges are lower than 

those charged by the privately owned ATM switch.  
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11) Fear of security risks embedded in digital financial services 

 

In order to remain abreast with changing the dynamic technology space, banks have continued 

to innovate and develop faster and more convenient means of reaching their customers and 

potential clients. Indeed a study conducted by Akileng at all (2018), revealed that there was a 

strong positive relationship between financial inclusion levels and innovation. However, 

according to the National Strategy on Financial inclusion, although some people have 

embraced digital banking, a number are skeptical about the security of the transactions.  This 

has to some extent made a number of people trust over-the-counter transactions rather than the 

digital transactions. In some cases, the steps to follow in using digital systems are complicated 

for the users.  Statistics show that 27 percent of all mobile money users prefer to carry out 

over-the-counter transactions.  In order to improve safety of IT systems, service providers are 

expected to comply with the National Information Policy (National Strategy on Financial 

Inclusion, 2017).  

 

12) High costs of using the mobile phone to access bank services 

Despite the expansion of mobile money usage, there is no clearing system between the banks 

and the telecommunications service providers (World Bank, 2017).  As such, the cost of 

transacting with a bank through mobile phone is high.  While mobile phones are now used in 

the payment process, challenges of poor rural electrification and usability because of the 

‘English menu’ pose barriers to their usage (National Financial Inclusion Strategy, 2017).  

According to the Finscope survey conducted in 2018,  only 53 percent of the adult population 

had a mobile phone (Finscope, 2018), this has increased substantially to 76 percent according 

to the World Bank Global Findex Survey (2021).  However, only 54 percent of these opened 

mobile money accounts, which means that there is still room for mobile money usage to 

increase in the country. Reducing the cost of accessing bank accounts using mobile money 

could therefore increase in the number of bank account holders and bank account usage.  
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13) Demographic factors 

In their study, Akileng at all (2018), ascertained that while gender did not affect financial 

inclusion levels amongst the rural and urban Ugandan population, age had a strong positive 

relationship with financial inclusion levels. They attributed this to the fact that as people grow 

older they tend to earn more and therefore save a little more, but this would later change in old 

age.  According to the World Bank survey conducted in 2021 approximately 63 percent of the 

respondents between the age of 15 and 24 years had accounts, compared to 68 percent who 

were aged 25 years had accounts. This was much higher than the average for the SSA which 

was 48 percent and 58 percent respectively (World Bank, 2021).  Age therefore seems to have 

an impact on financial inclusion levels. 

Table 2. 1:  Factors affecting financial inclusion in Uganda compared to the average in low 

income countries (World Bank, 2021) 

 

No Reason for not having an 

account with a financial 

institution 

Percentage who have been affected  

  Uganda Low Income Countries 

1. Financial institution is far 

away 

42% 36% 

2.  Expensive to maintain a bank 

account 

51% 33% 

3. Lack of account opening doc 50 % 41% 

4.  Lack of trust in the sector 30 % 28 % 

5. Religious factors 8 % 11% 
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Table 2. 2: Demographic factors in Uganda compared to the average in Sub-saharan Africa  

countries (World Bank, 2021) 

 

 

 

 

 

 

6. Insufficient funds 77% 82% 

7. A family member has a bank 

account 

14 % 12% 

No Description Percentage who have formal accounts (financial 

institution and mobile money)  

  Uganda Sub-saharan Africa 

1. Female 65 % 49% 

2.  Male 67 % 61 % 

3. Age 15 to 24 years 63 % 48 % 

4.  Age above 25 years 68 % 58 % 

5. Primary school education 

and less 

54 % 39 % 

6. Secondary school education 

and more 

76 % 74 % 
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2.12.8 Conclusion on Uganda 

 

Uganda is faced with numerous demand-related challenges which affect financial inclusion. 

These include; low financial literacy levels, poor awareness of banking products, high 

transactional charges, inadequacies in customer services, low income levels, fear of technology 

and tainted confidence in the banking sector amongst others.  Although efforts undertaken by 

the Government and Bank of Uganda have borne some fruit, but more needs to be done. 

According to the National Financial Inclusion Strategy (2017-2022), usage of formal financial 

institutions including mobile money was to increase from the current 54 percent to 80 percent 

(National Financial Inclusion Strategy, 2017).  However, as discussed above, Uganda has 

fallen short of this target with the percentage of those with formal bank accounts declining to 

37 percent (World Bank Global Findex, 2021).  The Government need to go back to the 

drawing board and devise better strategies of increasing use of formal bank accounts.  

2.13  Conclusion  

 

There are numerous definitions of financial inclusion, however, they all revolve around the need 

to enable ordinary people access and use good quality banking services in order to enjoy a better 

quality of life.  Interest in financial inclusion has steadily grown since the 1970s and has now been 

embraced by many jurisdictions given the pivotal role it plays in improving the lives of citizenry 

and ultimately economic growth.  While financial inclusion is important, the ability to monitor 

progress hinges on the ability to have a credible measurement methodology.  However, measuring 

financial inclusion remains a daunting task because it is dynamic and multi-dimensional in nature.  

 

Financial inclusion is a sub-set of social inclusion and therefore, if barriers to financial inclusion 

are addressed there would most likely be a reduction in the number of socially excluded people. 

This would go a long way in enabling the Globe achieve the Sustainable Development Goal of 

eliminating poverty by 2030. The literature has highlighted a number of barriers to financial 

inclusion which include amongst others;  high transaction costs of banking, poor levels of financial 

literacy, lack of trust in the banking sector, fear of technology related risks, long lines in the 

banking halls and poor customer service amongst others.  While these appear to be varied, across 

the six (6) countries which were studied, a number of them are shared. There are some barriers to 
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financial inclusion which appear to be more prominent in Uganda compared to other countries, 

while some factors don’t seem to have been subjected to detailed research in the country.  In order 

to appreciate the similarities and differences in the financial inclusion barriers across the six (6) 

countries, a literature synthesis was conducted as detailed in chapter 3 below.  
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Chapter Three Literature Synthesis 

 

3.1 Introduction 

 

This chapter synthesizes the available literature on the factors affecting access, usage and quality 

of banking services in six countries namely: USA, Britain, India, Nigeria, Kenya, and Uganda.  

According to the literature, some of the factors are shared while others tend to be more 

predominant in some countries compared to others.  This supports the assertion by Lerderle (2009) 

that financial inclusion is sensitive to context and revolves around the attitudes and emotions of 

people (Lerderle, 2009).  Attitudes of people are in turn shaped by many factors such as past 

experiences, cultural beliefs and level of economic development amongst others.  The literature 

further reveals that, although some factors tend to be generic, their causes vary and therefore 

require country-specific solutions.  This somewhat contradicts the proposition by Carbo et all 

(2005), that financial inclusion barriers across the globe are similar and therefore need similar 

solutions.   

The factors affecting financial inclusion which have been discussed in the literature review are 

wide-ranging.  They impact on the up-take of mainstream commercial banking as well as other 

formal financial services.  Furthermore, they are cross cutting because they affect, to varying 

degrees, access, usage and quality of banking services.  This chapter highlights the documented, 

demand-related challenges affecting financial inclusion which are shared by the six (6) countries, 

those which seem to be experienced more in the other countries compared to Uganda and the 

factors which seem to predominantly feature in Uganda and not the others.  It also highlights the 

major actions taken by various jurisdictions to address financial inclusion challenges.    

3.2 Factors affecting access, usage and quality of banking services which are shared  

 

There are a number of factors affecting financial inclusion which seem to be shared across the six 

(6) countries regardless of their economic status. These include; low income levels, distrust of the 

banking sector, high costs of banking, long distances to banks, identification challenges, low levels 

of financial literacy and limited awareness of the various products offered by banks.  This agrees 

with the findings of Honohan (2008), and Sarma & Pais (2008), who analysed financial inclusion 
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barriers in various country groupings.  A detailed discussion of each of these factors is presented 

below along with the various actions taken by countries. 

1) Low income levels 

 

Low and irregular income streams are one of the most-cited reasons for not using formal banking 

services (Bhanot et all, 2012; Ramji 2009; Aina and Oluyombo, 2014).   As expected, the 

percentage of people opting out of formal financial services due to insufficient income to bank is 

highest in the less developed countries.  In Uganda the percentage stood at 77 percent, Kenya 82 

percent, Nigeria 68 percent and India 36 percent (World Bank Global Findex survey, 2021).  In 

the UK and USA where account ownership stands at 95 percent and above of the population 

(World Bank Global Findex, 2021), it is the low income earners who are mostly from ethnic 

minorities, illegal or undocumented immigrants, the less educated, the younger and older 

populations, and manual workers in more casual work, who end up being excluded from formal 

financial services. 

 

Countries like India and the UK have put in place various measures to financially include the low 

income earners.  In India, for instance, ‘no frill’ accounts were introduced (Dangi and Kumar, 

2013).  These  are savings accounts which don’t require a minimum balance. Later the Government 

gave an incentive for people to open bank accounts and this included overdrafts worth USD 80 on 

their savings accounts (Economic Survey 2014-15).  In the UK, basic bank accounts were 

introduced, through a partnership with banks (Sinclair, 2013).  These accounts cannot be 

overdrawn and attract no type of fee or penalty.  These measures have helped increase the number 

of formal bank account holders, although in India, a number of these (35 percent) later become 

inactive (World Bank Global Findex, 2021). 

   

2) Low levels of Confidence in the financial sector 

 

Despite efforts made by Governments to boost confidence in their financial systems, a number of 

people have opted to self-exclude because of trust issues (Kama and Adigun, 2013; Sanusi 2010; 

World Bank Global Findex, 2021).  While this is a common barrier to financial inclusion it has 
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often been caused or exacerbated by various factors such as previous bank closures, malpractices 

and failure to disclose sufficient information on products.  The literature indicates that confidence 

levels in Uganda and Nigeria were impacted on by previous bank closures (World Bank, 2017; 

Kama and Adigun, 2013; Sanusi 2010).   In India and Uganda attempts to increase access to 

financial services through the introduction of new service delivery channels such as agent banking 

and SACCOs respectively, resulted in reduced confidence in the banking sector because of 

fraudulent activities and mismanagement (World Bank 2017, RBI 2015).  This underscores the 

need for financial institutions to put in place adequate risk management systems to support 

innovations in financial services delivery.  

According to the Finscope survey conducted in 2013, sections of the banked Ugandan population 

felt that financial institutions hide some critical information regarding the products they offer and, 

therefore, fail to be transparent (Finscope, 2013); while in the UK, banks were observed not to 

disclose the true cost of products (Financial Conduct Authority, 2016).  According to Kempson 

and Jones, it was highly possible that this lack of clarity had reinforced mistrust in the mainstream 

financial service providers (Kempson and Jones, 2000).  

Countries have put in place a number of measures to increase confidence in the banking sector. In 

Nigeria for instance, the Consumer Protection Unit which sat within the Central Bank was up-

graded to a fully-fledged Department.  In 2016, a Consumer Protection Framework was issued to 

support the work of the Central Bank with regards to protecting customers from unfair practices 

by the financial institutions (Central Bank of Nigeria, 2015).  In India, banks were asked to 

strengthen their screening and monitoring of Agent Banks, in order to improve trust levels 

(Reserve Bank of India, 2015).  The Deposit Protection Fund of Uganda was strengthened into a 

fully-fledged legal entity with its own Board and Senior Management team in 2017 (Deposit 

Protection Fund of Uganda, 2021).  

3) High transactional costs 

 

High costs of transacting banking business has resulted in what some authors describe as ‘price 

exclusion’ (Mitton, 2008; Kempson and Whyle 1999).  This is because it has resulted in a number 

of people shunning banks. The introduction of accounts such as ‘no frill accounts’ and ‘basic bank 
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accounts’ in India and Britain respectively (Agrawal, 2008; Sinclair, 2013), helped boost financial 

inclusion levels; however, the challenge of high bank charges has remained.  (Devlin 2005; 

Financial Inclusion Commission 2015; Financial Inclusion Insights, 2016; Gangopadhayay, 2009, 

Dupas, et all, 2012). 

High bank charges are a common barrier to financial inclusion but they are triggered by different 

events across countries as banks strive to improve or maintain their profitability levels.  In the 

USA for instance, the Dodd-Frank Act placed higher capital requirements on banks following the 

2007/8 financial crisis.  This forced banks to increase their bank charges to shore-up capital (US 

Government, 2011). 

4) Distance to Banks 

 

Despite the introduction of branchless banking and other Information Technology driven means 

of transacting banking business, some people have remained locked out of formal banking because 

of the long distances they have to travel to bank branches (Aina and Oluyombo (2015; Ramji M, 

2009; Gangopadhayay, 2009; Kumar et all, 2019; World Bank Global Findex, 2021).  Although 

this is a shared barrier to financial inclusion it is mostly felt in less developed countries such as 

Uganda, Kenya, Nigeria and India where there is a large rural population.  In Nigeria some people 

have to travel for up to 60kms to reach a bank branch (Central Bank of Nigeria, 2012) while 

Uganda has the lowest branch coverage in the East African region (World Bank, 2017). Given this 

situation, people have resorted to saving with informal village institutions that are nearby.  The 

problem of long distances which have to be travelled to access banking services is worsened in the 

UK and Nigeria by very high transport costs (Central Bank of Nigeria, 2015; Financial Conduct 

Authority, 2016). Additionally, their inconvenient opening hours have discouraged a number of 

people from banking especially in the USA (FDIC 2011).  According to the IMF Financial 

Inclusion Survey conducted in 2019, the coverage of bank branches and ATMs has steadily 

reduced in most countries since 2015.  This could be because of the global move by banks to 

reduce costs by cutting down on brick and mortar branches and possibly the declining use of cash 

for transactions.  However, it is anticipated that technology which embraces ‘branchless banking’ 

will gradually see a reduction in the barriers to financial inclusion.  Nevertheless, caution has to 

be exercised to ensure that those who are digitally  excluded are not locked out of the financial 
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sector. Indeed, countries like the UK are alive to this fact, and have started adopting strategies 

which do not disadvantage sections of the population that still rely on cash for financial 

transactions. 

5) Identification challenges 

 

People without proper identification documents are asked to furnish banks with various sorts of 

verification documents and this has discouraged many from opening bank accounts (Mitton, 2008; 

Iqbal and Sami, 2017; Aina and Oluyombo, 2014; Sinclair, 2013). Although identification 

challenges have been experienced in all the studied countries, India has managed to reduce this 

barrier, with the introduction of the aadhar identification system which uses the iris and fingerprint 

to identify customers (Saenz, 2010; Financial Inclusion Insights, 2014).  Uganda and Nigeria face 

identification challenges, but this is expected to decrease with the introduction of the national 

identify card.  In the US and UK identification problems are mostly experienced by particular 

groups such as immigrants, low income earners, refugees, the homeless and young people. 

Challenges of identification are linked to the need for banks to comply with anti-money laundering 

guidelines.  India has addressed this problem by permitting banks to accept fewer identification 

requirements for low income earners since they pose lower risks to the banking system.  Many 

Banks in the UK, however, maintain the stringent customer identification requirements across the 

board (Financial Inclusion Commission, 2015; Sinclair 2013).  In Uganda, bank account holders 

are required to present their National ID in order to transact banking business (The Registration of 

Peoples Act, 2015).  

 

6) Low Levels of Financial Literacy 

 

The literature places emphasis on the impact of low levels of financial literacy on financial 

inclusion in Uganda, Nigeria and India (Akileng et all, 2018; Gangopadhayay, 2009; Iqbal and 

Sami, 2017; Ramji 2009; Adetunji and David-West, 2019).  Research shows that there is often a 

close link between the level of financial inclusion and formal education levels (Iqbal and Sami, 
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2017; Rangarajan, 2008; EFInA, 2018; Finscope, 2009).  In Uganda, the Finscope survey 

conducted in 2009 revealed that generally people who obtain secondary or tertiary education are 

more likely to use formal financial institutions to save, while those without education prefer to 

keep their money in a ‘secret place’ (Finscope, 2009).  While the reasons for this tendency are not 

documented, according to the Nigerian Annual Financial report of 2015, people tend to shy away 

from products that they do not understand and therefore opt to remain outside the formal banking 

system (Annual Financial Inclusion Report, 2015).  In India, the poor quality of education provided 

in India coupled with high school dropout rates is also one of the major alleged causes of financial 

exclusion (Rangarajan, 2008).  

There is a positive correlation between level of education and financial inclusion as seen in the 

statistics published by the World Bank in 2021. Those with  at least secondary education tend to 

own bank accounts compared to the population that reached only primary school. This could be 

because a number of people with secondary school education and above are formally employed 

and therefore, they have no choice but to open bank accounts in order to receive salary. It is also 

possible that the poorly educated find it difficult to appreciate the benefits of engaging in formal 

banking. As a response, countries like the UK and Nigeria have a school programme on financial 

literacy, while Uganda is proposing to introduce the same.  

 

7) Low levels of Awareness 

 

Available literature indicates that lack of awareness is more significant in less developed countries 

compared to the more developed ones.  In Uganda, approximately 5 million adults had never saved 

because of lack of awareness on how and where to save (Fincscope, 2013).  According to the 

Gangopadhayay report which was released in 2009, lack of awareness about the operations and 

benefits of formal banking was rated as one of the major causes of exclusion in India.  In 2014 

approximately 30 to 40 percent of the adult population in Nigeria did not know about the operations 

of basic bank accounts such as savings and current accounts (EFInA 2014).  The statistics for the 

UK are not provided; however, the major group which is affected are the less privileged (Kempson 

and Whyle 1999; Mitton 2008, Knowsley Metropolitan Borough Council, 2013).  
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A major reason for low awareness in the UK is the low interest of formal banks in the lower-end 

customer, which results in market exclusion through neglect (Kempson and Whyle 1999; Mitton 

2008, Knowsley Metropolitan Borough Council, 2013).  This could be one of the reasons why 

people in Nigeria depend a lot on information about bank products received from friends and 

family (EFInA 2010).  In addition, there is the language barrier in countries like India and Nigeria 

where the population has a better command of their local language rather than English.  In 

countries like the UK, which is predominantly English-speaking, banks use very complicated 

terms that the ordinary citizen may not understand (Financial Conduct Authority, 2016) and also 

don’t readily avail information on the cheap products in the banking hall (Sinclair, 2013).   

 

Although the Finscope surveys and World Bank reports highlight low awareness of financial 

products as a barrier to financial inclusion in Uganda, they do not provide an analysis of the 

reasons.  It is possible that deliberate marketing exclusion by banks, language barriers, reliance on 

informal information and complicated terminology used in bank documents could be having an 

impact on access to commercial banking services in Uganda.  

 

8) Irrelevant banking products 

 

Irrelevant banking products has been documented as a barrier to financial inclusion in the US, 

Uganda, the UK and India.  In the US, although the OCC and FDIC have put in place programmes 

to encourage banks to develop products which fit the needs of the community, the number of 

people who feel that banks do not offer relevant products has gradually increased since 2011.  The 

percentage of the unbanked population which did not operate bank accounts because of irrelevant 

banking products increased from 0.2 percent in 2011 to 1.9 in 2019 (FDIC Survey, 2011 and 2019).  

In Uganda the percentage of the population which resorted to informal means of saving money 

was relatively high standing at 22 percent (Finscope, 2018).  In the UK, a number of low income 

earners prefer to save in piggy banks and Christmas clubs because of the small amounts and the 

short periods within which they save (Collard, 2007). It was against this background that some 

scholars in the UK proposed that banks should develop jam jar accounts where different sub- 

accounts are operated for different bills, timing of bill payment is matched with income and 
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frequent balance alerts are sent to customers (Social Finance, 2011).  In India, some of the basic 

products that are offered are not attractive to the users (Dangi and Kumar, 2013).  

The literature therefore indicates that the low income earners are able to save, however, they are 

discouraged by the structure of saving products offered by banks. They don’t see how a bank will 

help them with their saving needs.  

 

9) Poor customer service 

 

According to the literature, the quality of services offered by banks and the way customers are 

treated, has been a deterrent to financial inclusion, particularly in Uganda and the UK (Burani et 

al, 2013; Chambers, 2004; Sinclair 2013).  To address this problem, Uganda issued Consumer 

Protection Guidelines in 2011.  The objective of the guidelines was to promote fairness and 

transparency in order to increase confidence in the banking sector.  Despite these developments, a 

large percentage of the population suggested that an independent body be established to handle 

customer complaints (Finscope, 2013).  Subsequently, a customer complaints desk was set up 

within the Central Bank to help address complaints escalated by customers.  In the UK, studies 

show that people also self-exclude because of the manner in which they are treated by banks 

(Chambers, 2004; Sinclair 2013).  Unfortunately, according to the Poverty and Social Exclusion 

Survey (PSE) conducted in 2012, the quality of services provided by banks in the UK declined 

compared to 1999 (Bramley and Besemer, 2018).  This has future implications on the level of 

financial inclusion. 

3.3 Factors affecting access, usage and quality of banking services in other countries 

which have not been studied in Uganda 

 

There are a number of factors affecting financial inclusion which are experienced in other countries 

but which have not been well researched and documented as factors affecting financial inclusion 

in Uganda so far. These include: fear of compromised privacy, unstable internet, family ties, 

religious beliefs, personal perceptions, past experiences, social networks and intimidation.  
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1) Privacy 

 

According to the literature, fear of compromised privacy when dealing with formal financial 

institutions has continued to grow in the USA.  The proportion of households that have chosen to 

self-exclude because of privacy concerns has increased from 3.4 percent in 2015 to 7.1 percent in 

2019 (FDIC 2015, 2019).  This trend of events could be linked to tax evasion, given that financial 

transactions can easily be monitored through the bank.  Additionally, people who deal in money 

laundering activities (essentially allied to crime or corruption) try to avoid banks as much as 

possible, so that their sources of funds are kept secret.  Undocumented immigrants, on the other 

hand prefer to remain unknown in order to avoid challenge to their status and presence in a 

particular country, and therefore do not open bank accounts.  

 

The fear of compromised privacy has not been documented as a barrier to financial inclusion in 

Uganda.  However, according to De Koker and Jentzsch (2012), there are high chances that a 

number of Africans prefer to deal with informal institutions because of increased government 

surveillance, it is possible that some pockets of the population choose to self-exclude because of 

the fear of compromised privacy. This could be applicable to Uganda given the enhanced efforts 

by the Uganda Revenue Authority to streamline revenue collection.  

2) Unstable Internet   

  

Although many countries have embraced e-banking channels, such as internet banking, poor 

services provided by the telecoms has been documented as a factor affecting financial inclusion in 

Nigeria and the UK.  In Nigeria, the few people who have access to devices that can access internet 

and are skilled enough to venture into internet banking complain of poor internet services provided 

by the telecoms utility (Kama and Adigun, 2013).  This is worsened by unstable power in the 

country which affects not only internet banking but other e-channels of payment such as ATMs 

and POS (Point of Sales) amongst others (Kama and Adigun, 2013).  
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In 2015, approximately 7.3 million adults in the UK did not have access to the internet and this led 

to them being ‘digitally excluded’ from financial services.  This position is expected to gradually 

change with the deliberate effort of the Government to provide fast and efficient internet across 

the country.  As expected, providing internet to the rural population will be lagged.  Furthermore, 

the more people use the internet to stream live events and conduct financial transactions, the higher 

the pressure on the internet bandwidth hence, the need to constantly upgrade the service.  This can 

be quite costly both in terms of money and time. 

  

3) Family Ties 

 

In societies that are closely knit, it is common for one family member to have an account which is 

used by the entire family.  Research indicates that this is true in India and Nigeria (Kapoor, 2014; 

Aina and Oluyombo, 2014).  Given that Uganda is a country with strong family ties, it is probable 

that some adults have chosen not to open bank accounts because someone they trust operates an 

account which they can use.  Such an arrangement affects financial inclusion, as conventionally 

measured, because a person can choose to bank a small portion of his/her money and resort to 

other secret methods of saving the other portion.  Furthermore, because people in this situation 

cannot access bank loans in their own right, they may resort to saving with informal institutions 

where they can get loans but with greater costs and risks attached. This research therefore sought 

to ascertain whether family ties have an impact on access to commercial banking services in 

Uganda.  

4) Religious beliefs 

 

In Nigeria there are contradictory findings about religion and financial inclusion.  According to 

Aina and Oluyombe, religion does not present barriers to financial inclusion (Aina and Oluyombo, 

2014).  Okaro on the other hand, states that a number of Muslims in Nigeria believe that 

conventional banks are guilty of sinning against God because of interest charges (Okaro, 2016). In 

Uganda, the introduction of Islamic banking is expected to see a number of formally excluded 

Muslims gain access to banking services. While the concerns of the Muslims will be addressed, it 
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is possible that there are other hidden religious and cultural beliefs which have caused some 

sections of the Ugandan population to avoid commercial banks.   

 

5) Past experience and Social Networks 

 

In the UK, research shows that many have rejected banks because of a bad personal experience 

with a bank, fear of rejection or an unfortunate experience of someone within their social network 

(Lederle, 2009).  Additionally, social networks have been found to provide misleading information 

on mainstream financial products (Meadows, 2004).  While this has not been extensively 

researched, it could be applicable to Uganda given the widespread use of various social media 

platforms such as Facebook, Snapchat and WhatsApp. 

 

6) Intimidation 

 

Studies have revealed that many immigrants in the US shun banks because they are intimidated by 

the particular ambience in banking halls. They further believe that no one in the branch will 

understand their English accent or local native language (Paulson, 2006).  The FDIC does not have 

statistics of the numbers involved, but it is a probably a true barrier to financial inclusion.  In the 

UK people fear that they will be despised for banking small amounts of money (Lederle, 2009).  

Banks therefore, need to address the socio-psychological aspects of financial inclusion in order to 

attract clients from the lower end of the market. These factors not only affect access but ultimately 

usage and quality of banking services. 

 

7) Perceived need for an account 

 

Some people in the US have remained unbanked because they do not feel that banks will improve 

their lives.  The survey conducted in 2011 revealed that 26 percent of those who had never banked 

felt that they did not need an account, while 15.6 percent of those who had been banked before felt 

the same (FDIC 2011).  The reason for such sentiments could be arising from the fact, while there 

is less reliance on cash to finalise transactions, alternatives like pre-paid debit cards are heavily 



 

 

 

107 

 

used.  Approximately 20 percent of the unbanked population in the US use debit cards for their 

transactions (FDIC, 2013).  

3.4 Factors affecting access, usage and quality of banking which seem to be most 

prominent in Uganda  

 

According to the literature on the five countries, there are three (3) factors which seem to be more 

prominent in Uganda compared to the rest.  These are high ATM charges,  fear of IT security-

related risks and high charges on using mobile money to access bank accounts.    

 

1) High charges for using ATMs 

 

Uganda does not have a national ATM switch and therefore customers are charged highly when 

they use ATMs of other banks.  According to the World Bank report issued in 2017, this has 

discouraged the ordinary Ugandan from using ATMs which are more reachable compared to 

commercial bank branches.  The reluctance in using ATMs could however be caused by a number 

of other factors such as fear of fraud, theft or loss of control over spending.   

 

2) Fear of IT security risks and perceived complexity of digital banking facilities  

 

According to the National Strategy on Financial inclusion, although some people have embraced 

digital banking, a number have remained skeptical about the security of the transactions.  This has 

to some extent made a number of people trust over-the-counter transactions rather than the digital 

transactions. Additionally, the steps to be followed when using digital systems are complicated for 

some users, especially those who have lower levels of education.  Furthermore, the costs of using 

mobile money services to transact with banks is high, because there is no clearing system between 

the banks and the telecommunications service providers (World Bank, 2017).  

3) High costs of using mobile money accounts to access bank services 

 

Despite the growth of mobile money usage, there is no clearing system between the banks and the 

telecommunications service providers (World Bank, 2017).  As such, the cost of transacting with 
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a bank through mobile phone is high.  In Uganda, while mobile phones are now used in the 

payment process, challenges related to usability because of the ‘English menu’ pose barriers to 

their usage (National Financial Inclusion Strategy, 2017).  

 

3.5 Research questions 

The literature synthesis demonstrated that barriers to financial inclusion affect countries,  

communities and various classes of people, in various ways and to varying degrees. This has 

resulted in the adoption of country specific measures to boost financial inclusion levels. It was 

against this background that the research sought to address the following research questions.  

a) What are the independent variables which have a statistically significant impact on 

access and usage of bank accounts by the middle class in Kampala City?  

b) What are the independent variables which have a statistically significant impact on the 

quality of banking services experienced by the urban middle class. 

c) What are the reasons given by some sections of the middle class for not accessing and 

actively using bank accounts?  

d) What are the reasons given by the middle class for not being satisfied with the quality 

of banking services?  

e) Are there aspects of financial inclusion policies that can be borrowed from developed, 

emerging and less developed countries in order to improve access, usage and the quality 

of deposit products offered by commercial banks in Uganda?  

 

3.6 Conclusion  

 

The literature synthesis has revealed that, there are a number of factors which present barriers to 

financial inclusion across the Globe regardless of context. These include; low income levels, trust 

issues, distance to financial institutions, lack of adequate identification and low financial literacy 

levels.  Additionally, there seem to be a number of factors that are more predominant in other 

countries compared to Uganda. These include effects of strong family ties, religious beliefs, past 

banking experiences, fear of intimidation and the risk of compromised privacy.  Factors affecting 
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financial inclusion which appear to be most prominent in Uganda compared to other jurisdictions 

include; high charges for using ATM machines, fear of IT related risks, complicated instructions 

when using mobile devises to bank and high costs of using mobile money to conduct banking 

services.  This thesis, therefore, sought to find out whether the documented barriers to financial 

inclusion in Uganda, significantly affected the middle class Ugandan living in Kampala City, 

which is the country’s business hub.  It further explored whether the factors which seemed to be 

predominant in other countries, affected this class of Ugandans.  Finally, the research was open to 

the possibility of identifying unresearched factors which could be impacting on financial inclusion 

in the country.  In order to identify and appreciate the financial inclusion barriers affecting the 

middle class in Uganda, the most appropriate research methodology was adopted as discussed in 

Chapter 4 below. 
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Chapter Four            Methodology  

 

4.1 Introduction 

 

This chapter describes the various aspects of the research methodology which were used to execute 

the research.  It gives an overview and justification for the preferred research paradigm that was 

adopted.  Sources of data which were used for the research are discussed, as well as the preferred 

data collection and analysis models which were used.   In addition, the sample design strategy and 

specific sample groups from which information was obtained in order to gather possible demand-

related barriers to financial inclusion are highlighted.  The chapter contains a brief section on the 

pilot studies that were conducted and how these resulted in adjustments made to the scope of the 

study and the structure of the final questionnaire that was used.  The chapter concludes with a 

discussion of the issues surrounding research ethics, informed consent, and challenges encountered 

during the research and how these were overcome.  

 

The major objective of this study was to obtain a deeper appreciation of the personal experiences 

and feelings of middle class Ugandans living in Kampala City, which have resulted in their 

exclusion and sometimes self-exclusion from mainstream commercial banking.  It sought to assess 

the impact of various financial inclusion barriers on access, usage as well as the quality of 

commercial banking services.  Although a study of Kampala City alone may not be representative 

of the whole country, it represents a major chunk of the market and provides insights into financial 

inclusion which can be used by commercial banks and national policy makers.  For purposes of 

the scoping, access to financial services was defined as having a deposit account with a commercial 

bank.  Usage was measured by assessing whether the respondent had made a deposit or withdrawal 

within a period of six (6) months.  Quality of commercial banking services was assessed by asking 

individuals whether they were satisfied with commercial banking services, specifically those 

related to operating deposit accounts.   

 

This research placed emphasis on the role played by the commercial banking sector in promoting 

financial inclusion, because commercial banks are dominant players in the Ugandan banking sector 

(Bank of Uganda, 2016).  Focus was placed on urban rather than rural areas given that most 
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commercial bank branches are located in urban areas, and because the nature of financial inclusion 

challenges in rural areas can be very different and would merit a separate study.  According to 

national statistics, despite the saturation of commercial banks in urban areas, the 2014 national 

census revealed that 56 percent of the households in these areas did not have formal bank accounts 

(UBOS, 2014).  Furthermore, the Finscope report of 2013 indicated that a number of Ugandans 

who had previously banked with commercial banks had resorted to other formal institutions 

(Finscope, 2013). This implies that there may be a number of financial inclusion barriers which 

have impacted on the ability of middle class Ugandans to access commercial banking services.  

 

The middle income class in Uganda predominantly live in urban areas and can be categorised into 

two main groups namely: the middle ‘working class’ and the middle ‘trading class’.  The middle 

working class are employed in formal institutions such as Government agencies, NGOs and other 

private organisations, while the trading class operate shops mainly within downtown Kampala.  

 

A middle working class Ugandan on average spends between UGX 1 million and 5 million per 

month (USD 400 to USD 2000), lives in a 2 to 3 bedroomed permanent house, shops in 

supermarkets and would take their children to the best local schools.  Meanwhile the ‘trading 

middle class’ would spend roughly the same amount of money in a month, they own 2 to 3 

bedroomed permanent houses, and take their children to the best local schools, but most do not 

own cars or computers and many do not hold bank accounts (Ayoki, 2012).  This definition of the 

‘middle class’ is believed to be more realistic compared to the definition by the African 

Development Bank which described the middle class as those earning between USD 2 and USD 

10 per day (Ayoki, 2012).   

 

The literature review revealed that, while there have been some financial inclusion surveys and 

academic journal papers on financial inclusion in Uganda, there has not been any rigorous 

academic study to analyse the factors which have resulted in low up-take of commercial banking 

services by the middle class in Uganda.  Such a study is important because 23 percent of the 

Ugandan population resides in urban areas and this population has grown rapidly since 1991 

(UBOS, 2014).  Statistics further reveal that the urban population has grown at a faster rate than 

the total population, (UBOS, 2014).  The urban population increased from 2.9 million to 7.4 
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million between 2002 and 2014, posting a growth rate of 155 percent.  The total population on the 

other hand grew by only 41 percent over the same period.  (UBOS, 2014).  

 

According to the national census carried out in 2014, Kampala District has the highest urban 

population standing at 1.5 million people or 20 percent of the total urban population.  The urban 

center with the second largest urban population is Nansana with a total population of 365,857 or 5 

percent of the urban population.  This means that except for Kampala, the urban population is 

sparsely distributed across the country.  

 

The National Household Survey, conducted in 2010, indicated that 28 percent of the households 

living in urban areas earned more than UGX 1 million a month while the rest earn less than this.  

In the rural areas, however, only 8 percent of the population earned more than UGX 1 million.  In 

view of the broad definition of the middle class as proposed by Ayoki, it means that the middle 

class in Uganda are mostly found in urban areas.  The statistics further show that as expected 

Kampala, which is the Capital City had the highest proportion of its households falling in the 

middle class.  As such, a study of the factors affecting the financial inclusion of the middle class 

residing in Kampala should to a large extent, be representative of the challenges faced by the 

middle class in Uganda.  

 

4.2 The research paradigm  

 

In order to answer the research questions, there was need to carefully select an appropriate research 

paradigm.  According to the literature, there are three major research paradigms namely: positivist, 

phenomenological and mixed methods approaches.  Each of these has their strengths and 

weaknesses and therefore the researcher sought to obtain a full understanding of each approach in 

order to make an appropriate choice.  

 

 

 

 

 



 

 

 

113 

 

4.2.1 Positivist paradigm 

 

This paradigm is primarily numerically-based and involves testing existing theories using 

statistical measurement and models.  The positivist paradigm is anchored on the quantitative 

research strategy (Bryman, 2012).  The major advantages of this approach are that the results can 

be generalized, as long as a representative sample design has been used (Johnson and 

Onwuegbuzie, 2004; Bryman 2012). The results are more objective and less affected by bias given 

that the researcher is separated from the research subjects.  Data may be easier to obtain where it 

is mainly based on secondary data which can be obtained and used without face-to-face 

interactions with research subjects (Johnson and Onwuegbuzie, 2004).  According to Bryman, 

another advantage of this approach is the fact that it places emphasis on causality through the study 

of the effect of independent variables on dependent variables.  This helps the researcher better 

understand the major factors which could be impacting on a specific phenomenon, although there 

are pitfalls to be negotiated as discussed in the paragraph below.  Finally, the approach allows for 

replicability, meaning that another researcher following the same research steps will most likely 

come up with the same or similar results, despite a few changes in the conditions under which the 

research studies could have been undertaken.  This helps to ensure reliability of the results 

generated from the analysis (Bryman, 2012).  

This approach, however, has a few weaknesses which make it unsuitable for certain types of 

research.  For instance, it may not be suitable for research which seeks to understand the 

motivations for certain behavioural patterns in particular groups.  Generalisation based on 

statistical models may not highlight critical factors which affect smaller populations within the 

overall sample (Johnson and Onwuegbuzie, 2004).  There could be some explanations for observed 

behavior which may not be measurable, or were not measured, and therefore, cannot be tested 

using statistical models.  In certain cases, the size of the dataset may limit the identification of 

statistically significant relationships.  Additionally, the inter-correlation of factors may make it 

difficult to ascertain the exact cause of a particular behavioral trend or outcome.  Although data 

for analysis is mainly collected from secondary sources, there are instances where the data has to 

be obtained from primary sources and this can be costly to obtain (Johnson and Onwuegbuzie, 

2004).  
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According to Bryman, the quantitative approach assumes that scientific approaches can be used to 

investigate all phenomena as the result of common laws of behaviour.  However, this ignores the 

fact that people are always interpreting the world in differing ways and the scientific models tend 

to simplify and do not necessarily capture all of these aspects.  The measurements used may not 

reflect the reality on the ground, given that respondents may interpret the questions in their own 

way.  Although researchers try to manage this by giving fixed choice answer, it does not solve the 

problem completely.  There is also the risk that respondents do not understand the question and 

therefore give inaccurate answers.  They could also give answers which do not reflect what they 

actually put into practice, thus resulting in inaccurate results. Finally, the use of scientific models 

to interpret relationships between variables creates a static social world, which may not reflect a 

reality where people and their relationships evolve (Bryman, 2012).    

Most analysts working within this paradigm are generally cautious about how and when they can 

assert that the relationships observed are definitely causal, and not just correlations. In order to be 

confident about the likely causality they have to ascertain the following: that the observed pattern 

is consistent with a convincing theoretical model; as many as possible of ‘confounding’ variables 

have been controlled for; data is logically sequenced in time and steps have been taken to 

separately identify issues where there is a two-way causal effect (Mauldin, 2020).  It is due to this, 

that a number of analysts are more confident when they adopt mixed methods and find that what 

actors say about the reasons for and triggers of their actions and choices are consistent with the 

model represented in the quantitative study.  

  

4.2.2 Phenomenological Paradigm 

 

The phenomenological epistemology is usually adopted to answer research questions that revolve 

around complex human experiences.  It is employed when the researcher wants to obtain an 

understanding of why human beings behave in a particular manner.  To achieve this, there must be 

close interaction between the researcher and the research subject.  Using this paradigm, the 

researcher can study existing or changing patterns in human behavior and derive conclusions that 

are well understood by the affected parties (Johnson and Onwuegbuzie, 2004; Bryman, 2012).  
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Qualitative research, therefore, draws its strength from the fact that it is based on the interpretations 

of the subjects being studied rather than on objects which are incapable of sharing their own 

reflection of the social world.  It also involves documenting a lot of minor details which could look 

trivial; however, these are important to the research subjects and go a long way in understanding 

why people behave is a particular manner (Bryman, 2012). 

Despite these strengths, there are some shortcomings which are associated with this research 

paradigm.  For instance, the conclusions arrived at, cannot easily be generalised to people living 

in different circumstances or environments (Bryman, 2006; Johnson and Onwuegbuzie, 2004).  

The data collection process is time-consuming because of the need to have interactions with the 

respondents, in order to obtain an appreciation of a specific phenomenon and the way it is 

perceived by those involved.  The time element can, however, be reduced by holding discussions 

over phone, zoom, skype and other electronic media, thus eliminating the need for physical 

movement.  Additionally, this research paradigm can be challenging because the researcher needs 

to present themselves in a manner which allows the respondent to open up and share their views 

regardless of whether the answers given were those that were expected. This involves being 

approachable and assuring the participants that their responses will be treated as confidential.  

Proponents of the positivist research paradigm believe that conclusions drawn from a 

phenomenological approach may not be credible because they can be too subjective, given that 

they are affected by possible bias which may arise due to the close interactions between the 

researcher and the research subjects (Johnson and Onwuegbuzie, 2004; Bryman, 2006).  In 

addition, subjects may ‘deceive themselves’ about their true motives for action and present a 

‘rationalised’ version to the researcher.  This risk can be mitigated by ensuring that the research 

questions are not biased or ‘leading’, and by the researcher maintaining an appropriate ‘distance’ 

and a degree of skepticism (Johnson and Onwuegbuzie, 2004).  

According to Bryman, qualitative research is difficult to replicate, mainly because a lot depends 

on the researcher’s intuition and understanding of the subject matter.  The researcher can choose 

to concentrate on specific areas because of many factors which are subjective and therefore 

difficult to replicate.  There are issues surrounding the transparency of the process as well.  

Sometimes the researcher is not clear about how they choose the respondents and how they came 

to various conclusions (Bryman, 2012). Finally, reaching the point of saturation when the 
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researcher feels enough information has been collected can be challenging (Bowen, 2008).  This 

is overcome to a large extent by ensuring purposeful sampling, coding and obtaining data using 

various tools (Bowen, 2008).    

 

4.2.3 Mixed Methods Research Paradigm 

 

The proponents of this research approach contend that it attempts to provide a balance between the 

positivist and phenomenological paradigms, by coming up with more credible and relevant 

answers to research questions as well as evidence.  It uses both qualitative and quantitative data to 

understand research problems.  The major advantage of this approach is that more comprehensive 

explanations can be given for the results generated from statistical models.  The researcher can 

generate and test a theory rather than depend on testing existing theories, thus contributing more 

to the knowledge base.  The results of the two approaches could corroborate or triangulate each 

other and where there are conflicting results, further analysis could be undertaken to understand 

the reasons for the variance (Johnson and Onwuegbuzie, 2004; Bryman 2012).  

 

According to Bryman, other advantages of the mixed methods research approach include the 

ability to benefit from ‘off set’, which means that the research benefits from the advantages of the 

qualitative and quantitative study thus minimizing the disadvantages of the two approaches.  A 

combined methodology places the research in a better context, because the researcher is better 

placed to appreciate the relationships which are brought to the fore in the results of the statistical 

analysis.  This is because the views of the researcher and the participants are merged to better 

understand the research problem and solution.  In other words, the qualitative results help to put 

‘meat on the bones’.  This makes the research findings more practical and useful to the intended 

beneficiaries (Bryman, 2012).  

 

The downside of this research approach is that it is time-consuming given that the researcher has 

to literally conduct two types of research. This is because the research methodology and data 

collection processes for the two research approaches are very different, although in some 

circumstances they can be complementary: for instance, a quantitative survey with a qualitative 
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follow-up with selected subjects; or a qualitative ‘pilot’ preceding and quantitative survey.  In 

order for the mixed approach to make a meaningful contribution to the knowledge base, the right 

balance should be achieved (Johnson and Onwuegbuzie, 2004).  

 

4.2.4 The preferred approach – Mixed Methods Research Paradigm 

 

In order to obtain more balanced and reliable answers to the research questions, the preferred 

paradigm for this research was the mixed methods research approach, with a balanced emphasis 

on both quantitative and qualitative research aspects.  After conducting a pilot study, a 

representative survey was conducted and analysed using statistical tools, after which follow-up 

questions were asked of a sub-set of respondents to better understand the results of the statistical 

analysis.   

 

The phenomenological or qualitative aspects of the study enabled the researcher obtain a deeper 

understanding of the underlying social and psychological phenomena as explained by the people 

involved (Welman and Kruger, 2001).  The researcher was in a position to obtain an understanding 

of the factors which people consider before opting to open bank accounts or deciding how much 

use to make of them. This included the perceived implications of making such a decision.  Given 

the sensitivity of matters related to personal finances and financial inclusion, a lot of information 

was obtained through face-to-face interactions.  

 

The positivist or quantitative approach was brought to bear in order to understand how widespread 

the various barriers to financial inclusion were and how much impact they appear to have on 

financial inclusion.   This analysis required the use of statistical measures, comparisons and models 

applied to larger systematic datasets, given that there was a range of dependent (outcome) and 

independent (explanatory) variables.  As indicated in the literature synthesis, barriers to financial 

inclusion may be common across countries, but their effects on financial inclusion may vary.  The 

positivist approach, therefore, enabled the researcher to identify those barriers to financial 

inclusion which appear to have the highest or most widespread impact on the uptake of commercial 

banking services amongst the middle class in Uganda. This research was quasi- experimental in 

nature, meaning that it only resembled a true experimental research, because participants were not 
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randomly assigned to conditions (Price at all, 2015). For instance it was difficult to ensure that all 

the middle class studied in the various groups had the same age and educational background.  As 

such, the effect of confounding factors could not be completely eliminated, (Price at all, 2015) 

though this was reduced by including them in the regression analysis as covariates or control 

factors.  

 

Within the general mixed research approach this study adopted a sequential exploratory approach.  

This involved collecting data in two distinct main phases, which were preceded not only by a 

comprehensive literature review but also by pilot studies which were designed to test the initial 

intended approach.  In light of this experience, coupled with comments from the supervisor, the 

scope of the approach was adjusted. The first phase involved collecting quantitative data based on 

the research questions and hypotheses developed from the literature review, while the second 

phase related to getting an in-depth understanding of the independent variables which had a 

significant impact on the dependent variables, in this case aspects of financial inclusion (Ivankova 

et all, 2006).  A detailed report on the pilot studies and the subsequent adjustments made are 

contained in Section 4.5 of this chapter. 

   

In obtaining information using the mixed approach, a cross sectional research frame was used, 

provided a snapshot of the barriers faced by the research subjects at the time the field work is 

conducted.  It would have been beyond the scope of a limited-duration PhD project such as this to 

capture repeat measures at different points in time, and there do not exist suitable secondary data 

compiled over time in Uganda to use for this purpose.  

 

The researcher was cognizant of the challenges which are inherent in using the mixed methods 

research approach, especially those related to the length of time it takes and the resources needed.  

In order to work within a defined timeframe and limited resource envelope, data collection for the 

quantitative analysis was obtained from the employed middle class using an online questionnaire.  

A research assistant was used to get the same information from the trading middle class, using in-

person interactions, given that most of the respondents did not have access to on-line facilities.  

Information for the qualitative analysis was obtained from the trading middle class through face 

to face interactions with the researcher and research assistant, while that from the employed middle 
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class was obtained on phone by the researcher.  This was mainly because the Covid-19 pandemic 

which broke out in 2019 and affected movement of persons well into 2021. The use of different 

modes for collecting information could have resulted in different answers being given by the 

respondents, thus affecting the conclusions drawn from this research. This is commonly referred 

to as the  ‘mode’ effect.   Indeed, this has been confirmed by some studies (Holbrook et all, 2003), 

however, other studies have demonstrated that such differences tend to be insignificant (Vogl, 

2013; Jäckle, 2006; Skinner and Allen, 1983).  

 

 The most appropriate balance between the positivist and phenomenological approaches was 

maintained by ensuring that the correct data collection and analysis tools were used to obtain both 

qualitative and quantitative answers to the research questions.  The two approaches facilitated  

corroboration or triangulation of the results and therefore, increased the credibility of the research 

findings hence minimizing the ‘mode’ effect.  

4.3 A review of methods used in previous Doctoral research on Financial Inclusion 

 

There have not been many doctoral research projects carried out in the broad field of financial 

inclusion, particularly in Sub-Saharan Africa.  However, three (3) researchers have ventured into 

the field of financial inclusion using research paradigms which they felt were suitable in the 

circumstances as discussed below. 

 

1) Chambers (2004) - 'Financial Exclusion and Banking Regulation in the United                     

Kingdom: A Template Analysis. ' 

 

In carrying out her research on financial exclusion, Chambers (2004) used a mixed approach but 

with more emphasis placed on the phenomenological aspects of the research.  Qualitative data was 

collected through face-to-face and remote interviews, while quantitative data was collected using 

survey questionnaires.  The qualitative data was collected from 8 people working in either banks 

or agencies with a responsibility for financial inclusion and 2 people experiencing financial 

inclusion challenges.  It is worth noting that the interaction with only 2 people who were facing 
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financial challenges must have limited the researcher’s appreciation of the range of factors which 

may lead to financial exclusion.  

 

The information that was gathered was analysed using a template analysis which is similar to 

content analysis, given that they both use codes in order to identify the key themes, while 

quantitative data was collected through surveys and was interpreted using statistical packages 

including SPSS. A number of frequency and cross tabulation tests were run through the SPSS to 

understand, for example, which gender, age group or type of worker was more exposed to financial 

exclusion. The findings were then further supported, qualified or explained through the qualitative 

analysis.  It is worth noting that although 2,250 survey questionnaires were sent out, only 56 were 

returned.  This sample size was insufficient to carry out a meaningful statistical analysis because 

of the reduced confidence level and increased margin error (Denzin and Lincoln, 2003), and also 

because such a low response rate raises serious concerns about bias. Despite this, Chambers (2004) 

drew comfort from the fact that the conclusions drawn from the statistical models, based on this 

small data set, triangulated with the findings obtained using the phenomenological approach.  

 

Data collection was carried out in two phases.  Survey questionnaires were sent out to the general 

public through various organisations and another survey questionnaire was distributed to the 

banking sector.  Based on the results of the survey, in-depth interviews (face to face and remote) 

were held with representatives of different companies such as banks, credit unions, the Bankers 

Association and audit firms.  Two people from the public who were financially excluded were also 

interviewed.  The findings from the interviews helped to better understand the reasons for the 

frequency statistics derived from the questionnaire survey.  

 

2) Lerderle (2009): ‘Exploring the impact of improved financial inclusion on the lives of 

the disadvantaged people’. 

 

In exploring the impact of financial inclusion on the lives of poor people in Scotland, Lerderle 

(2009) preferred to adopt an essentially qualitative phenomenological approach because, in her 

view, there was hardly any quantitative data to enable the measurement of the impact of financial 

inclusion on the social wellbeing of beneficiaries.  This gap could have been closed by using closed 
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survey questionnaires to obtain information from a representative number of respondents within 

the group of interest.  This would have provided sufficient data for statistical analysis and 

triangulation of the conclusions drawn from the qualitative study.  However, the numbers of 

service providers and users interviewed in depth was relatively large for a qualitative study. 

 

Lerderle conducted her study in two stages.  The first interaction was with service providers while 

the second was with users of financial services at different points in time.  A total of 19 interviews 

were held with service providers located in both rural and urban areas.  Through the service 

providers, 40 end users were identified and subjected to in-depth interviews.  Theoretical sampling 

was used to identify the specific respondents to be interviewed.  The methodology used to collect 

data was semi-structured interviews with some open ended questions.  Scotland was chosen as the 

location of the study because the level of financial exclusion is relatively high in this area.  In order 

to arrive at reasonable conclusions, the technique of categorising data was used to analyse the 

qualitative data.  This technique is similar to content analysis. 

  

3) Ssonko (2016): ‘Mobile Money and Financial Inclusion in Uganda’ 

 

Ssonko (2016) carried out research to identify the factors which impact on the uptake of mobile 

money services in Uganda.  He further sought to identify the various factors which have had an 

impact on financial inclusion, with specific emphasis on ownership of a deposit account.  In order 

to obtain results which could be generalised, he adopted a quantitative research approach which is 

also termed as the ‘positivist approach’.  A cross sectional survey was used to obtain data which 

was subjected to statistical analysis.  The use of primary data was inevitable because Uganda only 

maintains high level secondary data on mobile money and financial inclusion.   

 

Ssonko (2016) based his study on Kampala which is the capital city of Uganda given that mobile 

money uptake was highest in this region.  He distributed online questionnaires to a sample of 625 

people and received responses from 404.  In order to identify the 625 people, the researcher used 

emailing address compiled from various public events such as public lectures and trade fairs he 

had participated in organizing, given that most of these use mobile money services.  Each email 

ended with an instruction requesting the respondent to forward the mail to others within their 
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circles.  The profile of the respondents was mainly the working class who had e-mail accounts and 

therefore, access to internet services.  This was the preferred strategy because internet coverage in 

the country was very low standing at only 17.71 percent of the population in 2014 (International 

Telecom Union 2016; online).  The methodology of using research subjects to identify others is 

termed as ‘snow balling’.  The sample size of 404 people was considered adequate given that it 

was above the minimum recommended size of at least 200 (Zeidan, 2006), however, the sampling 

methodology was clearly not random.  He then used bivariate and multivariate regression tools to 

develop an econometric model to identify the main determinants of financial inclusion with mobile 

money uptake, sex, age and education level amongst others being independent variables.  

 

The adoption of a positivist approach to understand a human phenomenon like financial inclusion 

had a significant impact on the relevance of the results.  A number of conclusions derived from 

the econometric model were not consistent with existing literature. For instance, the model 

indicated that education levels did not have an impact on financial inclusion in Uganda, contrary 

to the results of various surveys.  According to Ssonko the reason for the variance in results was 

that most of the on-line respondents were educated.  This could imply that the group he used to 

understand factors which affect financial inclusion was not representative of the ordinary Ugandan 

in Kampala who transacts using mobile money.  In order to avoid this bias, he could have liaised 

with mobile phone agents to get in touch with their frequent customers.  This would have 

necessitated face to face interactions with research subjects given that a large percentage of 

ordinary Ugandans living in Kampala do not have access to internet services.  Adoption of a mixed 

research approach could have produced research conclusions which are more consistent with the 

existing literature.   

4.4 Sources of research data 

 

In order to provide comprehensive answers to the research questions, data was predominantly 

obtained from primary sources.  This was because the secondary data which was maintained by 

various national and international organisations such as the Bank of Uganda, Uganda Bureau of 

Statistics (UBOS) and the World Bank amongst others, was macro in nature, meaning it reflected 



 

 

 

123 

 

aggregated national numbers (Ssonko, 2016).  Such data do not permit the further exploration of 

relationship between characteristics and outcomes across subjects.  

 

Bank of Uganda, which is the Central Bank of the country, maintains data on the number of people 

with bank accounts and number of branches of regulated financial institutions.  UBOS collects 

national census related data such as the number of households with bank accounts, distribution of 

such households according to the gender of the family head and geographical location (rural or 

urban).  In terms of population distribution, the statistics indicate population distribution and 

density across all the districts in the country.  The Finclusion lab which is a data analytics platform 

publishes the geospatial map on access points to financial services.  As at August 2015, the largest 

number of access points were found in the Central region (8,500) which is home to the Capital 

City Kampala, followed closely by the Western region.  The lowest number of financial access 

points was found in the Northern and Eastern regions.  Most of these access points were mobile 

money agents.  The World Bank publishes highly summarised data on its Global findex website.  

This includes information on the number of people above 15 years of age who hold bank accounts.  

 

The Finscope surveys which are conducted every two years contain some primary data.  For 

instance, the 2013 survey stratified the population across the 5 major geographical regions of the 

country being: Kampala, Central, Northern, Eastern and Western Uganda.  The population was 

further divided into those residing in rural and urban areas.  The survey highlighted barriers to 

financial inclusion which are faced by rural and urban dwellers.  However, it did not report on the 

barriers facing the major sub-groups of urban dwellers such as the middle class.    

 

Given the limitations of using secondary data, the researcher predominantly used primary data 

which was obtained through survey questionnaires and face to face interviews.  The major middle 

income groups interviewed were those in formal employment and the ones who are engaged in 

trade.  Although the available secondary data was not used for the detailed analysis, it helped place 

the research study into context.  

 

4.5  Methodology for the research  
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The methodology adopted for this mixed study was a sequential exploratory approach.  A pilot 

study was conducted and this helped the researcher fine tune the process of collecting data.  The 

main stage data was collected in two distinct phases.  The first phase entailed collecting 

quantitative data based on the research questions, while during the second phase the researcher 

sought to obtain an in-depth understanding of why certain independent variables, which had an 

apparent and statistically significant impact on the dependent variables (access, usage, quality), 

were important in affecting the motivation and experience of research subjects.  The research 

methodology was categorized into phase I and phase II because the sampling methodology, sample 

size, data collection methodology and data analysis for these phases were very different, although, 

the results of the quantitative analysis fed into the qualitative study, while the qualitative findings 

serve to illuminate, extend and in some cases modify conclusions from the quantitative study, in 

order to derive meaningful overall conclusions.  

 

4.5.1 Phase I - quantitative study 

 

1) Determining the Sample Size 

 

The decision about sample size is a matter of judgement.  It depends on a number of factors and 

requires a balance between cost, time and precision of results (Bryman, 2012). In order to get 

representative results, focus should be given to the absolute size of the sample, rather than the 

relative size.  Generally speaking, a larger sample presents results that are more precise, provided 

the sample was randomly selected (Bryman, 2012; Taherdoost H, 2017).  However, sample sizes 

above 1,000 produce progressively lower increases in precision levels and the cost of increasing 

the sample becomes higher than the benefit (Bryman, 2012).  Effectively the standard error 

measure falls in proportion to the square root of the sample size.  In determining the sample size, 

the researcher should also consider the anticipated non-response rate and increase the samples 

accordingly in order to get the number of respondents which is needed (Bryman, 2012; Taherdoost 

H. 2017).  When a population is heterogeneous, say a whole country, you need a larger sample 

size compared to when it is homogeneous, as when studying a smaller group of people with similar 

characteristics, for example a group of students.  (Bryman, 2012).   
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Given the study aims, scope and parameters, there are a number of formulae which can be used to 

determine the appropriate sample size for categorical data (Taherdoost H. 2017). According to 

Taherdoost one of the widely used formulars is as follows:  

 

n= p(100-p) Z squared  
                         E squared 

In this formula, P is the percentage occurrence of a condition, based on an expectation of how 

questions will be answered.  Bartlett et al, (2001), recommended researchers to use a P value of 50 

percent as this would produce the maximum sample size (Bartlett et al, 2001).  The researcher 

agreed with this suggestion because the questions asked were general and would receive responses 

which were mid-way or 50 percent. 

 

E is the margin of error (the level of precision) or the risk the researcher is willing to accept.  In 

the typical social research a 5% margin of error is acceptable.  The smaller the value of E the 

greater the sample size required (Taherdoost H. 2017). 

 

Z concerns the level of confidence that the results of the survey findings are accurate.  It gives the 

degree to which the researcher can be sure the characteristics of the population have been 

accurately estimated by the sample survey.  Z is the statistical value corresponding to level of 

confidence required.  In management research the typical levels of confidence used are 95 percent 

or 99 percent.  A 95 percent level of confidence implies that 95 out of 100 respondents will 

represent the views of the wider population.  If you use a 95 confidence level, then the Z value 

will be 1.96 (Taherdoost, 2017).  

 

 

Using this information, the optimal sample size for this research was 384 as computed below: 

 

n= p(100-p) Z squared  

                         E squared 

 

    = 0.5x(0.5)x1.96x1.96 
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                                       0.05 x 0.05 

   = 384 

 

Where: 

P = 0.5 

E= 0.05 

Z= 1.96 

 

Another tool which is used to determine the appropriate sample size is the G Power 3 

software. The tool provides for determining a sample size when using logistic regression 

and more than one independent variable. According to Demidenko (2007), a sample size 

of 375 is adequate and this is derived after inserting the inputs in the table 4.1 below into 

the G Power 3 template:   

Table 4. 1 : Z tests – logistic regression 

z tests - Logistic regression 

Options: Large sample z-Test, Demidenko (2007) with var corr  

Analysis: A priori: Compute required sample size  

Input: Tail(s) = Two 

 Odds ratio = 1.5 

 Pr(Y=1|X=1) H0 = 0.5  

 α err prob = 0.05 

 Power (1-β err prob) = 0.95 

 R² other X = 0.1 

 X distribution = Normal 

 X parm μ = 0 

 X parm σ = 1 

Output: Critical z = 1.9599640 

 Total sample size = 375 

 Actual power = 0.9503607 

 
In order to obtain views which were fairly representative of the challenges the middle class in 

Kampala face in accessing and using financial services, the researcher worked with a slightly larger 

sample size of 544.  This enabled the researcher have a reasonable sample size for the two groups 
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of middle class respondents which were the ‘employed middle class’ and the ‘trading middle 

class’, operating or working in Kampala.  The on-line questionnaire was sent out to 300 employed 

middle class respondents, however, only 70 percent or 230 responded.  This response rate was 

considered acceptable and was relatively high because the researcher liaised closely with the 

Human Resource Managers and in some cases, the Chief Executive Officers at the various 

organizations.  They kept reminding the respondents about the need to respond to the survey.  In 

order to ensure that the questionnaire was shared with the main target group, staff who earned a 

net salary of between UGX 1,000,000 and UGX 5,000,000 were approached.  This was in tandem 

with the broad description of the middle class in Uganda (Ayoki, 2012).  Face to face interactions 

were held with 314 middle class traders bring the total sample size for the quantitative study to 

544.  They operated shops in malls downtown, where the middle class tend to operate.  The 

researcher had initially planned to choose respondents using systematic sampling of approaching 

every 10th shop within the selected malls.  However, a number of the identified candidates were 

very suspicious of the intentions of the researcher and were not willing to share information. 

Consequently, the researcher had to change strategy and interacted with those who had well 

stocked shops implying they definitely fell within the middle class bracket and were willing to 

give information.     

 

From the available statistics, one can infer that the middle class are largely found in Kampala.  

There are no statistics on the distribution of the middle class within Kampala City, although it is 

known that most of the middle class work or run businesses within the Central Business District 

of Kampala.  Nevertheless, it is reasonable to take the final respondents as having been selected 

through quasi-random sampling within the identified groups (or strata), being the employed middle 

class and the trading middle class.  

 

2) Sampling Methodology 

 

The researcher aimed to use stratified quasi-random sampling to identify the 544 individuals to 

participate in the quantitative aspects of the study.  Stratified quasi-random sampling involves 

dividing the population into strata which are groups with similar characteristics, then selecting 

respondents from each group.  Subsequently, the middle class was sub-divided into 2 groups or 
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strata namely the: the employed middle class and the trading middle class. However, practical 

difficulties in implementing this design in terms of recruitment of subjects imposed some 

limitations, particularly when seeking to recruit subjects from the trader sub-group. Efforts were 

made to try and balance the gender amongst the respondents. As such, out of the 544 respondents, 

309 were male and 235 were female.  The distribution of respondents according to other 

demographic factors were as illustrated in table 3.1 below:  

 

Table 4. 2: Demographic distribution of respondents  

Demographic Factor Status No. Percentage 

Marital status Married 365 67% 

 Single or other 176 32% 

Age 18-24 years 17 3% 

 25 years and above 527 97% 

Level of education  Primary school and 

below 

63 12% 

 O’level and above 481 88% 

Religion Christian 448 82% 

 Muslim and others 96 18% 

 

 

a) The Employed Middle Class  

 

The employed middle class were randomly selected from private firms and those who work for 

mainstream government and government agencies.  The researcher worked closely with the 

respective organisations to ensure that the respondents who were selected, earned net salaries of 
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between UGX 1 million to UGX 5 million.  After the selection was made with the input of the 

researcher, e-mails were sent out to respondents with the attached questionnaires. For some of the 

organisations, the researcher sent e-mails directly to the prospective respondents, however this did 

not yield the desired results. Consequently, the researcher liaised with a focal person within the 

respective organistions to send out fresh e-mails or reminders. This approach was more effective, 

hence the high response rate. Out of the 300 questionnaires that were sent out, responses were 

received from 230 participants.  The questionnaires were sent out to five (5) Government 

organizations and two (2) private firms as follows:  

 

Government Bodies  

• Ministry of Finance, Planning and Economic Development 

• Bank of Uganda (The Central Bank of Uganda) 

• Insurance Regulatory Authority 

• Electricity Regulatory Authority 

• Financial Intelligence Authority 

 

 

Private Firms 

• Friends Consulting 

• Roy Nambogo Associates 

It was noted that getting private firms to participate in the study was very difficult because they 

felt it did not add value to their operations. 

 

Although the respondents did not have to indicate their places of work, they disclosed if they were 

working for a government body or private company.  Out of the 230 employed respondents, 198 

worked for Government while 32 were employed by private firms.  
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b) The trading Middle Class  

 

The trading middle class in Kampala is predominantly found downtown where there are a number 

of malls. Most of the shop owners fall in the middle class category meaning that they spend 

approximately UGX 1 million to UGX 5 million per month.  The researcher visited a few malls 

on each street and had face to face interactions with 314 traders.  Although the initial plan was to 

interview the owners in every 10th shop (systematic samplying), the researcher faced challenges 

because of the suspicion that surrounded the exercise. Most respondents thought the researcher 

was an agent of the Uganda Revenue Authority (the national tax body).  The researcher  therefore 

had to display their work and university ID as well as explain the motive of the study. Relatedly, 

the researcher  had to change strategy and looked out for shops that appeared well stocked. 

Emphasis was then placed on interacting with the traders who were more receptive and friendly.  

In order to confirm whether they fell within the middle class category, they were asked to indicate 

how much money they spent on a monthly basis. This gave the researcher confidence that indeed 

the chosen respondents fell within the middle class category, but clearly there is some bias 

associated with both size of business and attitudes affecting willingness to participate.  It is worth 

noting that using such quasi-random sampling is not uncommon in social- economic surveys, due 

to the sensitivities involved.  

 

There was a slight language barrier between the researcher and the respondents because they were 

more conversant with the local dialect . To overcome this hurdle, the research assistant who was 

fluent in the local language was able to translate and have fruitful engagements with the 

respondents.  

 

3) Data Collection   

 

Structured survey questionnaires with closed questions were used to collect quantitative 

information (see appendix I).   Face to face interactions were held with the middle class traders in 

order to help them interpret the questions and give relevant answers while on-line questionnaires 

were distributed to the middle working class.  The decision to use on-line questionnaires for the 
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middle working class was based on the fact that most of them had work-related e-mail, unlike the 

middle class traders did not have such.  

 

The researcher acknowledged that employing different methods of collecting data for the same 

group to be studied was not the most ideal approach for research because of the possible effects of 

different survey modes or associated confounding factors. However, this was inevitable given that 

it would be an up-hill task to get the trading middle class fill in on-line questioners given that they 

hardly use internet services due to many factors including ignorance of how it works and  cost.  

This is not the case for the working middle class whose work is heavily reliant on availability of 

internet services and they have free access to internet at work.  Additionally, there was need to 

explain the meaning of the questions properly to the trading class given that a number of them 

were not very proficient in the English language. This informed the decision to use the services of 

a research assistant who was very conversant with the widely spoken language. Finally, the study 

of factors affecting access and usage of banking studies was limited to only the trading class given 

that they have options on whether to use a bank account or not, and they did not received monthly 

salary payments into their bank accounts.  It was only the study of factors affecting quality of 

banking services which was conducted across both groups. 

 

The closed questionnaire captured basic demographic data such as: gender, age and education level 

amongst others.  These were included as independent variables in the regression analysis.  

Questions related to financial inclusion were designed to obtain the respondents feelings about 

bank charges, complaints management and confidence in the banking sector amongst others, in 

order to assess whether these factors affected access, usage and quality of commercial banking 

services.  

 

4) Data Analysis 

 

The objective of the quantitative analysis was to gain more insight into the factors systematically 

affecting three key outcome variables relating to financial inclusion – access, usage and quality  - 

within the target middle class groups in Kampala, Uganda. The survey gave measures of these 

three outcomes in the form of either binary measures or short ordinal scales, whilst the potential 



 

 

 

132 

 

explanatory (independent) variables derived from the survey were a mixture of demographic 

characteristics, particular relevant experiences, or general views/beliefs, mostly derived from the 

wider literature review. Two variant forms of regression analysis were tested and compared to 

assess these relationships: the Linear Probability Model  and Logistic Regression (binary or 

ordinal).. Results from both approaches are reported, and generally lead to similar conclusions, 

with some minor differences.   

 

The data was analysed using logistic regression analysis and the Linear Probability Model (LPM), 

because these are powerful tools which allow one to assess the impact of many independent 

variables on the dependent variable simultaneously.  They are particularly useful and widely used 

when the dependent variable is binary or categorical.  The inclusion of multiple independent 

variables enables multiple hypothesized effects to be quantified while also  helping to control for 

the possible effects of confounding factors (Sperandei, 2014).  According to Laureen Thomas, a 

confounding variable is a variable that influences both the dependent (effect) and independent 

(cause) variables.  In order to ensure validity of the research findings one must account for such 

variables.  In statistical studies, this is done by including the variables in the model.  The end result 

would have factored in the effect of the confounding variable (Thomas, 2021).  

 

In logistic regression, the relationship between the independent and dependent variables is not 

assumed to be linear.  The measure of the association between the dependent and independent 

variable is most often represented by an odds ratio (OR).  It is measured as  (p/1-p) where p is the 

probability of an event occurring and (1-p) is the  probability of an event not occurring. As such, 

if the probability is low, the OR will be less than 1.00, thus being very similar to probability and 

depicting an inverse or negative relationship.  However, if the probability of an event occurring is 

high, the OR will be positive and will range from 1.00 to infinity, thus differing significantly from 

probability. Logistic regression models translate ORs into log-odds, which are constrained to fall 

between the value of 0 and 1. In order to identify the predictor(s) (independent variable(s), which 

have the largest effect on the dependent variable, a comparison of the ORs is made, while their 

confidence intervals indicate whether they are statistically significant (Worster at all, 2007).   
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According to Sperandei, logistic regression models the chance of an outcome happening based on 

various variables.  Given that the concept of chance is measured as an odds ratio, the logarithm of 

chance or the log odd is measured as: 

 

log (p/ (1 – p)) = β0, + βi Xi +  β2 x2 + ... βm xm  

 

where: 

a) p indicates the probability of an event occuring 

b) βi are the regression coefficients associated with the reference group 

c)  xi  are  explanatory variables or independent variables  

d)   β0, is constituted by those individuals presenting the reference level of each and every 

variable. 

The above equation is in fact a linear equation, once the odds (p / (1 - p)) are expressed as a natural 

logarithm.  It enables the analyst assess the odds of an outcome if there is a I unit increase in the 

independent variable X, assuming  X takes several values. However if X is coded as 0 or 1 it will 

guide in deducing the odds of an outcome if the X variable is 1, compared to the odds of an outcome 

if X is 0.   

 

One of the issues with the logistic regression model is being able to understand that odds are 

different from probabilities, although they are related.  Probability refers to the ratio of an event 

occurring compared to the total number of events.  Odds on the other hand are the ratios between 

the probability of an event or state occurring and the probability of it not occurring (which is one 

minus the probability).  An odds ratio is therefore the ratio between odds of a particular case and 

the odds of a reference case.  Probability is constrained between zero and one while odds are 

constrained between zero and infinity.  As already mentioned above, once you take log odds or the 

natural log of odds, the result will be constrained between 0 and 1 (Sperandei, 2014).  It is worth 

noting that for relatively infrequent or rare outcomes (low probability), the OR and probabilities 

can be very similar, they diverge when the events are more frequent. 

 

 



 

 

 

134 

 

A major challenge when building a logistic model is to identify the variables to include in the 

model.  Researchers usually collect as many potentially relevant variables as possible in their 

research instrument, then put all of them into the model and try to find which ones are, in 

combination, “significant”.  This approach increases the possibility of getting significant variables 

which can be used to explain the outcomes.  Also, a model with more variables has less statistical 

power, particularly if the number of observations is limited.  So, if there is an association between 

one explanatory variable and the occurrence of an event, researcher can miss this effect because 

saturated models (those that contains all possible explanatory variables) are not sensitive enough 

to detect it.  So the researcher must be very cautious with the selection of variables to include into 

the model, particularly when sample sizes are limited.  One common approach is to keep dropping 

variables which are statistically insignificant until you have a model with a reasonable number of 

variables (Sperandei, 2014), although it is preferable to have prior reasons for including variables 

(for example from theory or prior research), and to have sufficient observations to retain any or all 

of these in the model.  In this research the variables were derived from the literature review, and 

both full and parsimonious models were compared.  

 

The binary logistic model is used when the dependent variable has only two possible outcomes 

while ordinal logistic regression is used when the outcome has more than two categories and is 

ordered.  In order to test the suitability of the models, a number of tests were conducted. These 

included the Hosmer and Lemeshow Test, the classification table test which is used to ascertain 

the predictive power of the model, the Omnibus Tests of Model Coefficients, the Cox & Snell test 

and Nagelkerke R Square Test (The London School of Economics and Political Science, 2012; 

Laerd Statistics 2021; Kamouneh 2020; Bobbitt 2020).  The ordinal regression model on the other 

hand, was tested using the omnibus test (Laerd Statistics 2021; Marquier 2019). In order to 

generate the odds ratios for the ordinal regression, the generalised linear model route was used for 

the analysis.  Both the binary and ordinal regression models were found to be suitable for the 

regression analysis with all tests passed.  Further details are discussed in Chapter 5.  

 

In order to ensure robustness of the results, the data was further subjected to analysis using the 

LPM tool. This tool is a linear regression model which is applied to outcomes that are binary 

(represented by the values 1 and zero)  in nature. It is widely used in the field of economics and 
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political sciences. In their study in which they compared the results of the two models, Chatla and 

Shmueli (2016) concluded that the two models produce largely the same results in terms of 

coefficient significance, although the results of the LPM tended to be easier to interpret compared 

to the logistic regression. However, the LPM was observed to be inferior if the purpose of the 

study was to predict the probability  of an event occurring (Chatla and Shmueli, 2016). This is 

because it will often present a probability which is outside the expected range of 0 and 1 (Dustan. 

A, 2010). According to Baum et all (2012), the  formula for LPM is: 

 

Y = X β + ε 

 

Where: 

Y = The dependent variable  

X = The independent variable 

β =  estimated coefficient  

ε  = Unobserved error 

 

The Statistical Package for Social Scientists (SPSS) was used to analyse the data using binary and 

ordinal logistic regression as well as the LPM.  This  involved prior preparation of Excel data 

sheets and coding of the various answers, before importation into SPSS. A few respondents 

inadvertently, did not indicate their preferred answers.  These were recorded as N/A and coded as 

‘0’.  They were subsequently picked as ‘missing’ in the analysis. Binary logistic regression was 

used to analyse factors affecting access and usage, given that the dependent variable was binary or 

dichotomous in nature.  The respondents either had an account with a commercial bank or did not, 

while the users were either active bank account users or not.  Factors impacting quality of banking 

services were analysed using ordinal logistic regression given that there would be more than two 

outcomes.  The responses related to quality of banking services were either; yes, 

slightly/sometimes or no.   
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5) Hypotheses 

 

As described in the literature, a number of factors inhibit people from enjoying the benefits of 

financial inclusion. These include, among others: low income levels, high bank charges, high 

minimum balances, long lines, distance to the bank, rude bank staff, lengthy customer complaints 

process, deposit products which don’t meet their needs, unexplained charges on accounts, low 

levels of trust in the banking sector and fear of compromised privacy.  In order to ascertain the 

impact of these variables on the decision to open a bank account, emphasis was placed on the 

‘trading’ middle class, because the ‘employed’ middle class had no option but to open bank 

accounts to receive their monthly salary.  The variables which were not of particular interest to the 

study but were included as control variables were: religion, marital status, gender, having a mobile 

money account and age.  It is worth noting that although religion could affect the decision to open 

1a bank account, because of the sensitivity surrounding interest payments, it was controlled 

because Uganda is largely a Christian country and therefore, more than 80 percent of the 

respondents were Christian.  Having a mobile money account and a National ID were controlled 

because all the respondents had mobile money accounts and National IDs.   Likewise, education 

level attained was controlled because almost 90 percent of the sampled population had attained at 

least an O’ level education. Gender was included as a variable in the analysis, because the available 

literature indicated that women in rural Kenya and Nigeria, found it difficult to open bank accounts 

due to male dominance.  

a) Hypotheses on factors affecting access to commercial banking services 

 

According to the literature, the proxy for access to financial inclusion services is number of bank 

accounts opened.  This study, therefore, assessed the impact of factors such as level of trust and 

distance to the banks amongst others, on the likelihood of opening a bank account.  As such the 

dependent variable was whether one had a bank account or not, while the factors affecting the 

decision to open a bank account were the independent variables.  In determining the factors to be 

included in the regression analysis, care was taken to ensure that only factors which affected the 

decision to open a bank account were tested.  Consequently, those factors which respondents 
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without bank accounts could not easily comment on were excluded from the analysis, this was 

intended to avoid any biases in the results.  

According to the literature synthesis, the factors that were most likely to affect the financial 

inclusion of the middle class in Uganda were; high bank charges, low or irregular income, low 

trust or confidence in the banking sector, challenges with getting identification, distance to banks 

or banking outlets, low levels of financial literacy and education, low awareness of banking 

products, inappropriate banking products and age (Demirgüç-Kunt et all, 2015, Akileng et all, 

2018; Burani et al, 2013).  Consequently, these were the independent variables which were of 

particular interest for this study. Other factors which were explored included; level of trust in the 

banking sector; distance to a bank; long lines in the banking hall; negative banking experiences; 

perceived amount of account opening documentation required; fear of compromised privacy; fear 

of being despised or intimated by commercial bank staff;  having a family member with a bank 

account and inconvenient banking hours.  In order not to have a lengthy list of hypothesis, the 

researcher opted to refer to all the possible factors affecting financial inclusion as ‘independent 

variables’. Consequently, this study, sought to accept or nullify the following;   

• H0: There is no significant relationship between the independent variable and the decision 

to open a bank account.  

• H1: There is a significant relationship between the independent variable and the decision 

to open a bank account.  

    

b) Hypotheses on factors affecting usage of commercial banking services 

 

In line with the literature, the proxy for usage was the number of times an individual transacts 

using their bank account.  This study therefore sought to understand the impact of various 

independent variables, such as long lines in banking halls, distance to the bank and use of mobile 

phones amongst others, on the likelihood that an account will be active or inactive. The binary and 

LPM models were used to analyse the effect of these factors on usage.  The dependent variable 

was the level of bank account activity while the independent variables were the factors affecting 

usage.  The level of bank activity was categorized as follows:  
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• Deposits or withdrawals at least once in 6 months – ‘active user’  

• No deposit or withdrawal over a period of 6 months – ‘inactive user’ 

In view of the fact that the ‘employed’ middle class automatically fell in the active user category, 

the study on usage placed emphasis on the ‘trading’ middle class who had bank accounts. This 

was because they had the option to determine how often to use their bank accounts.  

This study sought to accept or nullify various hypothesis.  These were either;  

• H0: There is no significant relationship between the independent variable and the level of 

bank account usage.  

• H1: There is a significant relationship between the independent variable and the level of 

bank account usage.  

The independent variables of interest were: income levels; perceived long lines in the banking hall; 

perceived distance to the bank; fear of intimidation due to the ambiance of banking hall premises; 

unexplained charges on bank accounts; training in financial literacy; interaction with rude 

commercial bank staff; fear of being despised by commercial bank staff; reliability of ATM 

services; a family member having a bank account; the perception that money is safer at home than 

in a bank; inconvenient banking hours; perceived high bank charges; perceived complexity of 

directions for accessing a bank account using mobile phones; using a mobile phone for banking; 

instability of internet services; fear of technology related risks; negative personal experiences; trust 

in the banking system; fear of compromised privacy; speed at which complaints are handled; 

amount of money to be maintained on the account; inappropriate deposit products; unexplained 

banking charges; sharing a bank account with another person; and overall quality of banking 

services.   

c) Hypotheses related to the quality of commercial banking services 

 

The quality of services obtained from commercial banks impacts on financial inclusion levels.  The 

Center for Financial Inclusion does not prescribe a proxy for measuring quality of banking 

services, but this study assessed whether the independent variables such as trust in the banking 

sector, bank charges and fear of compromised privacy had an impact on the likelihood that a 

customer would be satisfied with the quality of deposit related banking services.  The dependent 
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variable was therefore satisfaction with the quality of deposit related services.  Respondents with 

bank accounts were asked whether they were satisfied with the quality of banking services they 

received.  The possible answers were ordered and coded as follows: 

• No - 0 

• Slightly/sometimes - 1 

• Yes - 2  

 

The study, therefore, sought to accept or nullify various hypothesis.  These were either;  

• H0: There is no statistically significant relationship between the independent variable and 

the quality of banking services.   

• H1: There is a statistically significant relationship between the independent variable and 

the quality of banking services.  

 

The independent variables that were tested on both the trading and employed middle class were: 

income levels; perceived long lines in the banking hall; perceived distance to the bank; fear of 

intimidation due to the ambience of banking hall premises; unexplained charges on bank accounts; 

training in financial literacy; interaction with rude commercial bank staff; fear of being despised 

by commercial bank staff; reliability of ATM services; a family member having a bank account; 

the perception that money is safer elsewhere than in a bank; inconvenient banking hours; perceived 

high bank charges; perceived complexity of directions for accessing a bank account using mobile 

phones; using a mobile phone for banking; instability of internet services; fear of technology 

related risks; negative personal experiences; trust in the banking system; fear of compromised 

privacy; amount of money to be maintained on the account; inappropriate deposit products; 

unexplained bank charges; sharing a bank account with another person; and frequency of using a 

bank account.   

4.5.2 Phase two- qualitative study 

 

1) Data Collection 
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In view of the fact that the mixed methods research was based on a sequential explanatory design, 

the qualitative information was obtained after an analysis of the quantitative data (Ivonka et all, 

2006). The open ended qualitative questions sought to obtain reasons for the relationships 

established by the logistic regression models and as such, refined the interpretation of the results 

of the quantitative analysis (Rossman and Wilson 1985; Creswell et all, 2003).  In addition, they 

provided more insight into the reasons for the observed results (Rossman and Wilson 1985; 

Creswell et all, 2003).   

Follow-up interviews were thus held to obtain a better understanding of the factors which were 

statistically significant (Ivankova et all, 2006).  The interviewer recorded the answers on paper 

and recordings were taken of respondents who gave the researcher permission.    It is worth noting 

that the sequential explanatory design approach has been tried and tested and was similar to the 

one which was used by Chambers (2004).   

2) Sampling 

 

Based on the results of the quantitative survey, respondents were identified and interviewed to 

better understand the results of the logistic regression.  In order to get a better understanding of the 

factors which cause people not to open bank accounts, the interviewer followed up with 12 middle 

class traders who had indicated that they did not have bank accounts.  Similarly in order to 

understand factors affecting usage, the researcher made an effort to follow up with 11 respondents 

who had indicated that they were either inactive or average account users. In view of the fact that 

most of the trading class who were either inactive or average users, indicated that they were not 

satisfied with the quality of banking services, they were asked to give further information on why 

they were not happy with the quality of banking services they received. The researcher then 

interacted with 12 employed middle class respondents who had indicated that they were either not 

happy or slightly happy with the quality of banking services.  In total therefore, the researcher had 

deeper interactions with 35 respondents.  
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3) Data Analysis 

 

In order to analyse the qualitative data, thematic analysis was conducted. This was because 

thematic analysis enables the researcher identify patterns of meaning in order to get answers to 

research questions (Clarke and Braun, 2013; Jnanathapaswi, 2021; Crosley, 2021). For this study 

a semantic approach to thematic analysis was used, because there was emphasis on understanding 

the feeling or experiences of the people (Crosley, 2021).  According to Braun and Clarke (2006), 

in order to conduct a comprehensive thematic analysis, the following steps should be followed:    

a) Familiarisation with the data:  this involves obtaining a deep understanding of 

the dataset. It involves reading and re-reading.   

b) Coding: this involves assigning labels to information which helps answer the 

research questions.  

c) Searching for themes: This involves contructing themes which are patterns in the 

dataset which are relevant to the research question. The various themes are  made 

up of groups of codes.  

d) Reviewing themes: Involves checking that the themes tell a convincing story 

about the data. Sometimes it may be necessary to collapse two themes together or 

to split a theme into two or more theme.  

e) Defining and naming themes: Requires the researcher to conduct and write a 

detailed analysis of each theme and how its feeds into the objectives of the research.  

f)  Writing up: This involves writing a coherent story on the collected data and 

relating it to the existing literature.  

 

These steps are very similar to those advanced by Nowell et all (2017), in his paper on how 

thematic analysis can result in trustworthy results. He further posited that although conducting a 

thematic analysis seems to follow distinct steps it involves going backwards and forwards between 

steps. 

In line with the framework advanced by Braun and Clarke (2006) and Notwell et all (2017),  the 

qualitative information recorded from the in-depth interviews was closely analysed to obtain a 
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clear understanding of the data set.  The NVIVO software was used to code the information and 

categorise these in various themes.  Word clouds which reflect the saturation or frequency of words 

used by the respondents were produced, while tree diagrams were used to drill down to obtain the 

typical context within which some words were used by the respondents.  Quotations are also used 

selectively to illustrate and enlarge upon the nature of particular factors and how respondents felt 

about them.  An effort was made to ensure that information related to unexplored and unanticipated 

barriers to financial inclusion were identified (Bailey, 2008).  This was done by asking the 

respondents to explain any other factors that affected them.  It is worth noting that Lerderle (2009) 

also used the NVIVO package to analyse qualitative data on financial inclusion. 

 

4.6     Pilot Study 

 

Prior to adopting the research methodology discussed above, two pilot studies were conducted.  

The first pilot study was conducted mainly to test the scoping of the study and relevance of the 

research questions, as well as the research methodology for the quantitative analysis.  The second 

pilot study was conducted to test the approach to the qualitative study.  

4.6.1 Pilot study on the quantitative research methodology 

 

This pilot study was designed to enable the researcher obtain some knowledge of the financial 

inclusion barriers which deter Ugandans living in urban areas from accessing commercial banking 

services. This first pilot study was conducted over a period of two months, from May to June 2018. 

It was a cross sectional study.  Demand-related barriers which affect access to financial services 

were identified  through interaction with the low and middle income earners (see appendix 6).  

Supply-driven barriers, which relate to structural challenges facing commercial banks, were 

obtained through interaction with staff of one of one of the largest locally owned commercial banks 

in the country (see appendix 7). The major tool for collecting information was a questionnaire 

which had both closed and open ended questions. In view of the sensitivity of financial matters, 

information was obtained through face to face interaction. The answers provided by the 

respondents were documented on paper.  The respondents who were low income earners were 
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categorized as one group for the purposes of the study. The middle class group, on the other hand, 

was sub-divided into the working and trading middle classes. In terms of numbers, information 

was obtained from eight (8) low income earners, five (5) working middle class and three (3) middle 

class traders.  In order to get information on supply related barriers to financial inclusion 

engagements were held with commercial bank staff charged with the responsibility for deposit and 

loan mobilization. Information was obtained from two (2) senior managers and two (2) operational  

staff.   In order to ensure that there was a proper understanding of the questions that were being 

asked, the researcher personally took each of the respondents through both the closed and open 

questions. This close interaction enabled the researcher identify questions which were difficult to 

comprehend, irrelevant or repeated. It also enabled the researcher ask a few questions which had 

not been included in the questionnaire.  

The questionnaire for commercial bank staff contained mostly open-ended questions with a few 

closed questions. The bankers were asked to give their views on the demand-related barriers facing 

the urban population and explain the supply-related barriers they face in making banking services 

more accessible. All respondents were asked to give their views on the possible changes which 

could be made to increase access to commercial banking services.  

The results of the pilot study gave the researcher an idea of the possible findings of the main study 

and these appeared to be largely in line with the literature synthesis. The pilot study brought to 

light issues regarding the scoping of the research and aspects of the information gathering process 

which needed to be adjusted as discussed below: 

1. Scoping 

 

Initially, the researcher intended to obtain information on both  supply and demand related barriers 

to financial inclusion. The pilot study however, revealed that an attempt to do so, would make the 

study too broad and the field work very lengthy. The risk that the researcher would not be able to 

allocate sufficient, focus, time and resources towards understanding the true feelings of the users 

and potential users of commercial banking services was therefore, deemed high. Consequently, the 

main research was narrowed down to focus on demand-related barriers to financial inclusion.  
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Additionally, the study obtained information on the plight of both the urban poor and middle class. 

This broadened the study considerably and the risk of losing focus was eminent. In order to narrow 

down the study, focus was redirected to only the urban middle class living in Kampala. 

Furthermore, it became apparent that it was difficult to assess the impact on welfare, given that 

more time was required to study focus groups over a period of time. Consequently, the research 

questions related to welfare were deleted. The pilot study also revealed that it was important to 

identify a specific banking product to be studied. The study was therefore revised to understand 

factors affecting: access, usage and quality of basic deposit services offered by commercial banks. 

The pilot study showed that in order for participants to divulge information on their personal 

finances, they had to be sure that the researcher was genuine. As such, there was need for the 

interviewers to identify themselves and share a background to the research highlighting the 

possible benefits and the fact that the answers given would remain anonymous and confidential.  

In particular the interviewers had to demonstrate that they were not from the tax collection body 

(Uganda Revenue Authority). The initial method of identifying respondents provided for  

‘snowball sampling’ which is not a probability sampling method. As such, using statistical models 

where the probability of choosing a respondent was more than 0.5 would not yield reasonable 

statistical results.  Consequently, the sampling technique for this study was adjusted to multi-stage 

quasi-random sampling, where the population is stratified into different groups at different stages 

and the final respondents are identified using quasi-random sampling. It is worth noting that a 

relatively new sampling technique called ‘respondent - driven sampling’ could have been used, 

however, this would not be very suitable because it is mostly designed to identify samples of hard 

to reach respondents such as drug addicts or people living with HIV amongst others (Schonlau and 

Liebau, 2012). 

   

2. Adjustments to the questionnaire 

 

After testing the questionnaire for users and potential users of commercial banking services, it 

became apparent that it was difficult for the respondents to rank the degree to which financial 

inclusion barriers affected them in the provided categories of ‘very important’, ‘Important’, 

‘slightly important’ and ‘Not important’. The questionnaire was therefore made easier to complete 

with questions which require a ‘Yes’, ‘slightly’ or ‘No ’ answer. As is usual for all questionnaires, 
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respondents were given the option to choose ‘n/a’. There were some questions which were deleted 

because it became apparent that they were very sensitive and respondents refused to answer them. 

These were questions touching on ownerships of land, nature of accommodation and income levels 

amongst others. The question on income/savings was rephrased to emphasize expenditure instead, 

and this information was much easier to obtain from the respondents.  

4.6.2 Pilot study for the qualitative research 

 

The logistic regression identified some factors which had a statistically significant impact on 

access, usage and quality of banking services.  In view of the fact that three groups of people were 

to be interviewed, 3 open ended questionnaires were prepared and tested. The groups were as 

follows: 

• Middle class traders without bank accounts. 

• Middle class traders who are inactive bank account users and not satisfied with the quality 

of banking services. 

• Middle class employees who are not satisfied with the quality of banking services. 

 

The pilot study was conducted on six (6) respondents constituted of two (2) members from each 

group.  Following the study, a few minor modifications were made to the questionnaires.  As such, 

the questionnaire used for the pilot is very much the same as the one used for the main study. The 

minor adjustments made included inserting a question to ascertain whether respondents feared that 

their bank could get closed and a follow-up question on the role of the Deposit Protection Fund of 

Uganda was asked.  This enabled the researcher obtain a deeper understanding of trust related 

issues and whether those who had bank accounts knew what to do if their bank was closed.  An 

open ended question to allow respondents discuss other factors affecting them was  added.  This 

was to ensure that the respondents voiced any other concerns that they had, even if they were not 

considered statistically significant.  Given that the research took place during the covid-19 

pandemic, a few questions were asked in this regard.  

The pilot studies that were conducted were clearly instrumental in refining the research scope, 

sampling methodology and questionnaire for the study.  Consequently, the research was successful 



 

 

 

146 

 

in obtaining appropriate samples of respondents, which yielded significant findings in terms of 

relationships, and in conducting qualitative interviews which provided informative accounts from 

subjects of their feelings and motivations around use of commercial banking services.  These are 

credible findings which add to the body of knowledge on financial inclusion in Uganda.  

4.7 Research ethics 

 

Prior to conducting this research formal ethical approval was obtained from Herriot-Watt  

University at both the initial proposal stage and at the major review stages through the then existing 

Edinburgh Business School procedures for DBA programs. Consequently, in carrying out this 

research, the University’s code of research ethics was upheld.  This code required the researcher 

to up-hold ethical standards when designing, during and after the research.  In designing and setting 

up the research the potential benefits were not exaggerated.  The research was conducted in a 

manner which ensured that all data and results could not be traced to a specific contributor or 

respondent.  In view of the sensitivity surrounding financial inclusion, the researcher made a 

deliberate effort to ensure the respondents were as comfortable as possible.  They were not put 

under pressure to answer the questions.  Those who did not wish to participate in any phase of the 

survey were respected. 

 

In view of the fact that the research had a phenomenological aspect where the researcher interacted 

closely with the respondents, efforts were made to remain detached and not bias the respondents. 

The values of honesty, integrity, professionalism and confidentiality were upheld at all times.  A 

research assistant who was fluent in the local language helped to gather information especially 

from the trading middle class.  The researcher read through the various responses, coded them and 

used various tool for analysis.  As such, the work remained that of the researcher.  

 

After obtaining responses from the field work, the researcher desisted from attempting to embellish 

the results.  To that end, only data that has been validly received was analysed including that which 

generated results which were not expected or contradicted the general pattern.  Triangulation of 

results was done given that the research had both quantitative and qualitative aspects.   
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In conducting this research, I abided by the provisions of the Data Protection and Privacy Act, 

2019 and the Computer Misuse Act 2011.  This was important because I obtained a lot of 

information from the internet (cyber space).  

4.8 Informed consent 

 

In order to come up with credible research findings which add to the body of knowledge in 

financial inclusion, information was obtained from a number of research subjects. They 

participated voluntarily and they were made to understand their rights.  Each participant was 

apprised of the objectives, duration, potential risks, benefits of the study as well as the 

methodology which would be used to collect data of the study.  They were advised that they had 

the right to withdraw from the study at any point in time, as such, the alternative to participation 

was non-participation.  Participants were assured that the information they divulged would be held 

in strict confidence and if reference was made to an interview involving a particular participant, 

their personal details would be coded so that they cannot be traced (Office for the Protection of 

Research Subjects).   

 

For phase 1 of the data collection, the on-line questionnaire which was shared with the working 

class, had an option for the respondents to agree with the terms of the research before proceeding 

with the answering the questions. Those who were not willing to participate in the study were free 

not to proceed with the questionnaire. Respondents who were willing to give additional 

information during the follow-up interviews (phase 2), voluntarily inserted their phone numbers 

in the questionnaire.  The trading middle class did not easily access internet services and as such, 

on-line questionnaires with inbuilt consent could not be used.  Additionally, the option of obtaining 

express consent from the trading middle class was more challenging because a number of 

respondents were semi-literate. Furthermore, despite providing evidence to the contrary, there was 

a lingering suspicion that the researcher could be a spy from Uganda Revenue Authority, which is 

the national tax collection body.  It therefore, became apparent at the beginning of the fieldwork, 

that there was a negative cultural connation associated with requesting people to sign forms before 

divulging information. This was made worse, because the information required touched on 

financial matters, which are rather sensitive.  Scenarios where it is challenging or impossible to 

get express consent due to sensitivity of the research topic or cultural issues are not uncommon in 



 

 

 

148 

 

social research (Ferreira and Serpa, 2018). The researcher quickly determined that building the 

trust of the respondents was important and insisting on explicit informed consent prior to 

proceeding with the interview questions could very easily have undermined the research or made 

it impossible to get information (Burgess, 2007). This would have deprived the country of 

important findings and recommendations on financial inclusion as documented in this research.  

 

Consequently, the researcher had to tactfully introduced themselves and display their work identify 

card and that of Heriot Watt University. Ample time was spent debriefing each participant about 

the purpose and benefits of the research.  These were contained in the questionnaire and the 

respondents who were literate, were free to read through. Respondents were advised that they had 

the option not to answer questions they were not comfortable with. Despite this engagement, some 

middle class traders opted not to participate in the study and their decisions were respected. 

However, those who accepted to participate gave oral consent and those who were willing to give 

additional information during the follow-up interviews provided their mobile phone numbers 

willingly.  The process of obtaining informed consent especially from the trading class was no 

doubt time consuming, but necessary in the circumstances.    

Except for the token of appreciation which was given out, especially to the trading middle class 

and the employed middle class who willingly accepted to take part in phase 2 of this research,  

there was no immediate or direct benefit of the study to the participants.  However, in the long 

term, the middle class could benefit from policy changes which may be effected arising from or 

informed by this study.     

4.9 Conclusion 

 

The mixed methodology approach gave a balanced and informative view of the current state of 

financial inclusion in Uganda, with particular reference to middle class use of and attitudes to 

commercial banking.   This methodology provides an appropriate blend of qualitative and 

quantitative analysis, the former demonstrating the strength of systematic associations with 

demand side factors affecting affecting usage and quality, while the latter provided more insight 

into why certain factors were important in different contexts.  This approach has been used by 

other researchers in the field of financial inclusion, although the process of obtaining information 
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can be quite challenging.  In order to increase the response rate for both the closed and open-ended 

questionnaire, face-to-face interactions were held with the trading middle class.  On-line 

questionnaires were used with the employed middle class, however, face to face interactions were 

held to get answers to the open questionnaire.  The fieldwork was conducted in an urban setting 

because many commercial banks are located in such areas. Efforts were made to ensure that the 

interview environment remained relaxed, although a number of respondents initially expressed 

reservations about divulging information on financial management to the researcher. In order to 

ensure the integrity of the research, research ethics were up-held at all times. Prior to conducting 

the fieldwork, pilot studies were conducted and these helped to re-scope the study and refine the 

questions to make them easier to answer. 
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Chapter Five Analysis of Quantitative Data 

 

This chapter highlights the results of the quantitative study which was conducted to ascertain the 

statistically significant factors which affect access, usage and quality of commercial banking 

services accessed by the middle class in Uganda’s capital city, Kampala.  In addition to identifying 

factors which affected the middle class as a single group, the data was split into the employed and 

trading middle class in order to determine if there were unique factors affecting each group.  As 

explained in Chapter 4, two models were used to run the statistical analysis, and this enhanced the 

robustness of the generated results. These were the Linear Probability Model (LPM) and logistic 

regression model which was either binary or ordinal depending on the nature of the dependent 

variable. The independent variables used in these models were obtained from the literature review 

on factors affecting financial inclusion in six (6) countries, Uganda inclusive. Additionally, the 

researcher used intuition to decide on the independent variables to be tested, and this depended on 

the nature of the dependent variable. Finally in some cases, independent variables which had a 

high number of ‘missing’ cases and affected the strength of the statistical model were excluded 

from the analysis.  The quantitative information was obtained using face to face interactions with 

the trading middle class, while an on-line questionnaire was administered to the formally employed 

middle class, as set out in Chapter 4. The information was analysed using IBM SPSS Statistics, 

Version 25. 

5.1 Factors affecting access  

 

All the employed middle class had bank accounts in order to receive salary payments.  Therefore, 

information on factors affecting the decision to open a bank account or access was analysed only 

with respect to the  middle class traders, who had an option to open a bank account or not.  A total 

of 311 middle class traders were interviewed.  Linear probability and binary logistic regression 

were used to analyse the results, given that the outcome of the dependent variable was binary in 

nature being; not having a bank account which was coded ‘0’ or having a bank account coded ‘1’.    

The responses or the independent variables were either ‘no’, ‘slightly’ or ‘yes’ and coded as 

indicated in the respective tables showing the coefficients.   
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In deriving the statistically significant factors affecting access to banking services, full and 

parsimonious models were run. Care was taken to ensure that none of the variables had a strong 

correlation with each other. The variables which were selected for the full model were those which 

were referred to in the literature as factors affecting financial inclusion in Uganda. In addition, 

given that this study was exploratory in nature, factors affecting financial inclusion in other parts 

of Globe were included. Furthermore, the researcher used intuition to exclude some variables 

because it was difficult for respondents who did not have bank accounts to give credible answers. 

Examples of such questions included those related to convenience of banking hours, complaints 

management, appropriateness of products and long lines in the banking facilities amongst others. 

As expected, some respondents ( 85) provided ‘N/A’ as answers, these were reflected as ‘missing’. 

They did not affect the statistical power of the models because they were few.  The full models 

were therefore run on the results of 226 cases (refer to appendix 8).  

 

Based on the aforementioned, the factors which were included in the full models were; having 

trust in the banking sector, feelings on distance to the bank, fear of compromised privacy, having 

been marketed to about banking products, having been trained on how to save, sharing a bank 

account, feeling that money is safer elsewhere than in a bank and high bank charges. The variable 

related to high bank charges was included in the model because it has been a general concern in 

the country. Indeed most of the respondents were able to provide answers regardless of whether 

they had a  bank account or not.  Additionally, the models were controlled for gender, age, religion, 

marital status, monthly expenditure and education level because the literature indicated that these 

factors affected access to banking services in countries like India, Nigeria, Kenya and Uganda.  

The final full model was therefore run using 14 independent variables (refer to  appendix 8 for list 

of descriptive statistics). 

 

After running the full models (refer to table 5.1 and 5.2 below),  variables with a ‘p’ values greater 

than 0.2 were excluded in order to determine the parsimonious models (refer to appendix 9 and 

10). Interestingly, the factors which turned out to be significant were the same when the linear and 

binary logistic models were run. Although the anova test generated a ‘p’ value which was less than 

0.05 which is the preferred position ( refer to table 5.3 below), the adjusted R square for the linear 

model stood at 0.223 (refer to table 5.4 below) which was below the preferred 0.3, and the 
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prediction value ranged between -0.07 and 1.08 (refer to appendix 11) which was slightly outside 

the expected 0 and 1 for a binary outcome. These point to a possible limitation with using the linear 

probability model for this data set.  Nevertheless, the researcher drew comfort from the fact that 

the results were corroborated with the binary logistic regression, which was found to be more  

suitable for the data set with all statistical tests passed. According to both models, the statistically 

significant factors which affected the decision of a middle class trader to open a bank account were 

the level of trust in the banking sector and the strong feeling that money was safer elsewhere.  

  

The feeling that money was safer elsewhere had a statistically significant impact on the likelihood 

of opening a bank account with ‘p’ values of 0.000 generated by both models. The variables had 

positive coefficients, which implied that traders who felt that their money was  safer elsewhere 

other than in a bank, were more likely not to open bank accounts, all other factors held constant   

According to the results of the binary logistic regression, the odds ratio was 3.2 which implied that 

traders who felt their money was safest in a bank, were three (3) times more likely to open a bank 

account than those who felt their money was ‘slightly’ safe in a bank.  They were also six (6) times 

more likely to open a bank account compared to those who felt their money was not safe in a bank.  

In terms of absolute figures, 61 percent of the respondents felt that their money was safer elsewhere 

than in a bank (see appendix 8). When this result was analysed together with the output from the 

regression analysis, it means that most of those respondents who felt that their money was safer 

elsewhere, opted not to open bank accounts, all other factors held constant.  

 

Trust in the banking sector had a statistically significant impact on the decision to open a bank 

account with  ‘p’ values of 0.004 and 0.009 in the LPM  and binary logistic regression respectively.   

In both models the coefficient was positive indicating that the more trust people had in banks, the 

higher was the likelihood of them opening a bank account.  According to the binary logistic 

regression the odds ratio stood at 2.145  implying that traders who trusted the banking sector were 

twice as  likely to open a bank account compared to those who trusted the sector only  ‘slightly’.  

They were also four (4) times more likely to open a bank account compared to those who did not 

trust the sector at all.  In terms of the responses per category, 44 percent of the respondents did not 

trust the banking sector while 42 trusted the sector only slightly (see Appendix 8) . When 

interpreted together with the results of the regression analysis, it means that most of the middle 
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class who did not trust the banking sector or who trusted the sector only slightly, decided not to 

open bank accounts, all other factors held constant.  

 

It is worth noting that the analysis has confirmed that as expected, gender did not have a significant 

impact on the decision of middle class traders to open a bank account. This is in line with the 

literature (Akileng at all, 2018) and is corroborated by the World Bank statistics of 2021, which 

indicate that the gender gap with respect to having bank account in Uganda is very narrow and is 

much lower than the rest of the sub-saharan region.  This is not the case in other countries such as 

Nigeria in West Africa and India as demonstrated in the literature.  Although the gender gap in 

Uganda is narrow, it is expected to be smaller amongst the trading middle class. This is attributed 

to the fact that women who are financially empowered and run their own businesses, take decisions 

which support their business goals. This of course, may not rule out the fact that they consult with 

their partners or husbands before taking significant business decisions.  

 

The statistical analysis has further demonstrated that a number of factors which were expected to 

affect financial inclusion as per the literature on Uganda, did not have a significant impact on the 

decision of the trading middle class to open bank accounts. These were; high bank charges, 

challenges with identification, irregular or low income, low financial literacy and education, low 

levels of awareness of banking products, inappropriate banking products and age. Low income did 

not affect this category probably because they have access to cash flows from their sales. 

Additionally, it appeared that this category were financially literate, aware of the banking products 

available and did not have a major issue with their appropriateness when it came to making a 

decision on opening a bank account.  Other possible factors which were identified from the 

literature on the; USA, UK, India, Kenya and Nigeria, did not affect the decision of this category 

from opening a bank account.   
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Table 5. 1: Linear Probability Model (Full Model) - Coefficients and significance of variables 

in the equation of access to bank accounts by middle class traders.  

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) -.451 .338  -1.335 .183 

Gender .006 .061 .006 .103 .918 

Marital status .111 .069 .103 1.609 .109 

 Age Group .091 .065 .090 1.407 .161 

Education .093 .062 .092 1.513 .132 

Religion -.083 .069 -.071 -1.209 .228 

Monthly Expenditure .007 .039 .011 .181 .857 

Do you trust the banking sector? .152 .052 .216 2.927 .004 

Do you feel that the distance to banks is far?  .048 .050 .057 .955 .341 

Do you fear that your privacy may be  compromised if you 

open a bank account?  

-.059 .040 -.094 -1.476 .141 

Has anyone ever marketed banking products to you?  .018 .039 .030 .461 .646 

Have you ever been trained in  saving? -.039 .033 -.078 -1.193 .234 

Do you share a bank account with another person?  -.006 .080 -.004 -.071 .944 

Do you feel your money is safer elsewhere than in a bank?  .220 .044 .345 4.966 .000 

Do you feel that bank charges are high?  .003 .047 .004 .072 .943 

 

Independent variables: Codes 

Gender  female - 0, male -1;      marital status,  married - 0,  single - 1;        Age group (18-35 year)- 1,  (36-65  years)- 2 

 Education 1- (upto O’level), 2 – (above O’level);         Religion- Christian-0,  Muslim-1;         Monthly expenditure- (UGX 1- UGX 2 million) - 0, 

(Above UGX 2 million to UGX 3 million) - 1, (Above UGX 3 million– UGX 4 million) - 2, (Above UGX 4 million – UGX 5 million)- 3;          Trust 

the banking sector- no-1, slightly-2, yes-3              Long Distance to bank- yes-1, slightly-2, no-3,       Privacy may be compromised yes-1, 

slightly-2, no-3,    Marketing on banking products  no-1, slightly-2, yes-3        Trained on saving no-1, slightly-2, yes-3   Shared bank account   

yes-1, slightly-2, no-3,       Money safer elsewhere  yes-1, slightly-2, no-3,         High bank charges yes-1, slightly-2, no-3,     N/A- 0, reported 

as missing variables.   
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Table 5. 2 : Binary Logistic Regression (Ful  Model) - Coefficients and significance of 

variables in the equation of access to bank accounts by middle class traders.  

 B S.E. Wald df Sig. Exp(B) 

Step 1b Gender .092 .345 .071 1 .790 1.096 

Marital status .494 .396 1.557 1 .212 1.639 

 Age Group .356 .357 .995 1 .319 1.428 

Education .284 .345 .676 1 .411 1.328 

Religion -.689 .390 3.127 1 .077 .502 

Monthly Expenditure .286 .247 1.333 1 .248 1.331 

Do you trust the banking sector? .763 .290 6.912 1 .009 2.145 

Is the distance to your bank far? .262 .275 .908 1 .341 1.300 

Do you fear you’re your privacy may be 

compromised if you open a bank 

account? 

-.390 .230 2.880 1 .090 .677 

Has any one marketed banking 

products to you? 

.076 .216 .125 1 .723 1.079 

Have you been trained on saving? -.123 .183 .453 1 .501 .884 

Do you share a bank account with 

another person?  

-.023 .447 .003 1 .959 .977 

Do you feel your money is safer 

elsewhere than in a bank?  

1.167 .272 18.403 1 .000 3.214 

Do you feel bank charges are high?  -.323 .279 1.339 1 .247 .724 

Constant -3.544 1.916 3.421 1 .064 .029 

 

Independent variables: Codes 

Gender  female - 0, male -1;      marital status,  married - 0,  single - 1;        Age group (18-35 year)- 1,  (36-65  years)- 2 

 Education 1- (upto O’level), 2 – (above O’level);         Religion- Christian-0,  Muslim-1;         Monthly expenditure- (UGX 1- UGX 2 million) - 0, (Above UGX 

2 million to UGX 3 million) - 1, (Above UGX 3 million– UGX 4 million) - 2, (Above UGX 4 million – UGX 5 million)- 3;          Trust the banking sector- no-1, 

slightly-2, yes-3              Long Distance to bank- yes-1, slightly-2, no-3,       Privacy may be compromised yes-1, slightly-2, no-3,    Marketing on banking 

products  no-1, slightly-2, yes-3        Trained on saving no-1, slightly-2, yes-3   Shared bank account   yes-1, slightly-2, no-3,       Money safer elsewhere  

yes-1, slightly-2, no-3,         High bank charges yes-1, slightly-2, no-3,     N/A- 0, reported as missing variables.   
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According to Peng et al (2002), it is important to assess and confirm the overall adequacy of a 

statistical model before drawing firm conclusions on the findings in relation to significance of  

variables (Peng et al 2002). Consequently, the researcher assessed the suitability of using both the 

LPM and binary logistic regression to analyse the data. As indicated above, there were some 

limitations with the LPM model, the various tests run for this model are tabulated below.  

 

 

Table 5. 3: Results of Anova Test  (LPM Full model)- Factors affecting access to banking 

services 

 

 

 

 

 

 

 

Table 5. 4 Results of Model Summary (LPM Full model)- Factors affecting access to banking 

services 

 

 

 

 

 

 

 

ANOVAa,b 

 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 16.071 14 1.148 5.932 .000c 

Residual 43.733 226 .194   

Total 59.805 240    

a. Formally employed = no 

Model Summarya,c 

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

Change Statistics 

R Square 

Change F Change df1 df2 Sig. F Change 

1 .518b .269 .223 .440 .269 5.932 14 226 .000 

a. Formally employed = no 
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With regards to testing the binary regression , Strömbergsson (2009) advises that such tests should 

include at a minimum; Cox & Snell, Hosmer and Lemeshow and the classification table. 

Consequently, all these tests were conducted and the model was found to be suitable.  According 

to the Hosmer and Lemeshow test, the data fitted the model with a ‘p’ value better than 0.01.  The 

classification table test indicated  that the model was able to predict the likelihood of a middle 

class trader opening a bank account, with 74 percent accuracy.   The omnibus test generated a ‘p’ 

value of 0.000 which was less than 0.001, and therefore, the data fitted the model well.  According 

to the Nagelkerke R Square test, the model was able to predict results with an accuracy level of 

approximately 35 percent, while the Cox & Snell pseudo-R Square has an accuracy level of 26 

percent.  These percentages were considered reasonable given that they were above the desired 25 

percent. The various tests which were run for the LPM and binary logistic regression can be found 

in appendix 11 .  

 

 

5.1.1 Summary on factors affecting access to banking services 

From the statistical analysis, it is clear that  a number of factors which were  expected to affect 

financial inclusion, according to the literature on Uganda, did not have a significant impact on the 

decision of the trading middle class to open bank accounts. Similarly, most of the possible factors 

which were obtained from the broader literature, did not affect this class of the middle class. The 

apparent non-significance of these factors in this particular sample might not preclude their playing 

a role in larger or more diverse sample or in a different country.  Additionally, literature identifying 

these factors may not have subjected them to equivalent statistical testing with the same range of 

other variables. On a more positive note, however, the results clearly indicated that the trading 

middle class were deterred from opening bank accounts if they felt their money was safer 

elsewhere or when they did not trust the banking sector.  The should be addressed if more middle 

class traders are to open bank accounts.  
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5.2  Factors affecting usage of banking services 

 

Usage of banking services indicates the depth of the banking relationship.  A number of factors 

that affect access to banking services could impact on usage. For instance, the feeling that money 

is safer elsewhere than in a  bank could impact on usage.  The common proxy for measuring usage 

is the frequency of transactions on a deposit account over a period of time.  For the purpose of this 

research, users who deposited or withdrew money over a period of 6 months were considered 

‘active’ while those who had not deposited nor withdrawn any money in a 6 months period where 

considered to be ‘inactive’.   

 

In coding the variables, the dependent variable of ‘Usage of bank accounts’ was coded  as; (1) for 

‘inactive’ users and  (2) for ‘active’ users. The responses or the independent variables were either 

‘no’, ‘slightly’ or ‘yes’ and coded as indicated in the respective tables showing the coefficients.  

In a few instances respondents  answered ‘NA’ for some questions related to the independent 

variable. The independent variables which had ‘N/A’ answers which were more than 30 were 

excluded from the model. These were; feeling that the banking halls are sophisticated, high 

minimum balance, fear of using technology, high cost of using mobile phone for banking, 

complicated instructions for using mobile phones for banking, reliability of ATMs and the internet. 

Attempts to include these into the statistical models resulted in too many missing cases thus 

affecting the power of the statistical models, especially the binary logistic regression tool.  The 

total number of variables in the full models was therefore 24.  

 

It was observed that most of the formally employed middle class were active bank account users 

given that they received salary payments every month.  As such, the statistical analysis placed 

emphasis on the trading middle class given that they had the option to be active bank account users 

or not.  In order to focus on this group, the data was sorted and the trading middle class with bank 

accounts used for the analysis were 108 for the full model and 137 for the parsimonious model 

(refer to appendix 12). The results were subjected to statistical analysis using both the LPM and 

the binary logistic regression tool, given that the dependent variable was binary in nature. For each 

of these statistical models, the researcher generated full models (refer to appendix 13) and 

parsimonious (abridged) models (refer to table 5.5 and 5.6 below). The parsimonious model was 
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derived after removing independent variables with  ‘p’ values of more than 0.2. The researcher 

preferred to report the parsimonious model in the main report because it was a better and cleaner 

model to use. The decision was taken after running various tests on the suitability of the models. 

These included an analysis of the anova, F statistic and the adjusted R square amongst others.  

 

The LPM model generated anova ‘p’ values of 0.000 (refer to table 5. 7 below) for the 

parsimonious model and 0.000 for the full model (refer to appendix 14).  These were both below 

0.05, and therefore indicated that the data suited the model well. Likewise, the F statistic were 

acceptable standing at 2.805 (refer to appendix 14) for the full model and 7.686 (refer to table 5. 8 

below) for the parsimonious model.  The fact that the parsimonious model had a much better F 

statistic implied that it was a better and cleaner model use, hence the full model is contained in the 

appendix.  However, the adjusted R square for the full LPM model was 0.267 (see appendix 14), 

and the adjusted R square for the parsimonious model was 0.295 (see table 5.8 below), both of 

which were below the commonly preferred level of 0.3.  In terms of prediction values both the full 

and parsimonious LPM models were outside the range of 0 and 1 which is expected for a binary 

outcome. The predicted values range stood at (0.63 -2.40) and (0.81-2.19) for the full and 

parsimonious models respectively (see appendix 15).  

 

 

The binary logistic model on the other hand, was found to be suitable for the data with all tests 

passed (see appendix 16 and 17).  According to Strömbergsson (2009)  testing the suitability of 

such a model should include at a minimum; Cox & Snell, Hosmer and Lemeshow and the 

classification table. For both the full and parsimonious model, the ‘p’ value in the Hosmer and 

Lemeshow test, was greater than 0.01 indicating that the data fitted the models well.  The 

classification table test indicated  that the models were able to predict the likelihood of a middle 

class trader opening a bank account, with 85 percent  and 78 percent accuracy for the full and 

parsimonious models respectively.  The omnibus tests generated a ‘p’ values which were than 

0.001, and therefore, the data fitted the models well.  According to the Nagelkerke R Square test, 

the models was able to predict results with an accuracy level of approximately 30 to 45 percent, 

while the Cox & Snell pseudo-R Square has an accuracy level of 42 to 62  percent.  These 

percentages were considered reasonable given that they were above the desired 25 percent. The 
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tests can be seen in appendix 16 and 17. Please note that the descriptive statistics used for both the 

full and parsimonious model can be found in appendix 19.  

 

The literature did not specifically contain evidence of factors affecting usage of basic deposit 

services in Uganda. Nevertheless, because a number of factors which affect access to banking 

services as contained in the literature, could affect usage, the researcher expected the following 

factors to affect usage of deposit accounts;  high bank charges, low or irregular income, low trust 

or confidence in the banking sector, distance to banks or banking outlets, feeling money is safer 

elsewhere, low levels of financial literacy and education, low awareness of banking products, 

inappropriate banking products, poor complaints management, rude staff and age of respondent.  

In addition to these, the research sought to ascertain whether the factors affecting financial 

inclusion in other jurisdictions could impact on usage of bank accounts in Uganda.  These included; 

gender, religion, marital status, fear of compromised privacy, sharing a bank account, long lines 

in banking halls, convenience of banking hours, feeling despised by staff, unclear/undisclosed 

bank charges and having gone through a bad banking experience.  The researcher considered 

including all these variables in the full model before extracting the parsimonious model.  

 

The variables which were statistically significant in both the parsimonious LPM and binary logistic 

models were; feelings on satisfaction with the banking services, the feeling that money was safer 

elsewhere than in a bank, long lines in the banking outlets and having gone through a bad banking 

experience.   The binary logistic regression however generated an additional significant factor 

which related to having trust in the banking sector.  

 

According to both the LPM and Binary logistic regression, the  ‘p’ value relating to satisfaction 

with banking services was lower than 0.05 standing at 0.002 and 0.000 respectively, meaning that 

this variable had a significant impact on usage. The corresponding coefficients were positive, 

implying that respondents who were not satisfied with the quality of banking services  were very 

likely to hold inactive bank accounts compared to those who were satisfied or somehow satisfied 

with the quality of banking services, other factors held constant.  According to the results of the 

binary logistic regression, the odds ratio was 5.8 which implied that traders who felt that they 

received quality banking services were almost 6 times more likely to be active bank account users, 
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compared to those who felt were slightly satisfied with the quality of banking services.  They were 

also 12 times more likely to be active bank account users compared to those who were not 

completely satisfied with the quality of banking services they received. In percentage terms only 

15 percent of the respondents said they were satisfied with the quality of banking services offered 

while 85 percent were either not satisfied or slightly satisfied (see appendix 18). From the results 

of the regression analysis those who were not satisfied with the quality of banking services tended 

to become inactive bankers. This agrees with the literature which states that customers are sensitive 

about the quality of banking services they receive and this affects financial inclusion  (Burani et 

al, 2013; Kilara and Rhyne 2014; Sithole et all, 2021; Chambers, 2004; Sinclair, 2013). 

 

There was a statistically significant relationship between usage and the feeling that money is safer 

elsewhere given that a ‘p’ value of 0.003 was generated by the LPM model and 0.001 by the binary 

logistic regression model. The related coefficients were  positive meaning that those who felt that 

their money was safer elsewhere, were more likely to be inactive account users, compared to those 

who felt their money was safest in a commercial bank. According to the results of the binary 

logistic regression, the odds ratio was 2.9 which implied that traders who felt that their money was 

safer in a bank were three (3) times more likely to be active bank account holder compared to those 

who felt their money was slightly safe in a bank. They were also six (6) times more likely to be 

active bank account holder compared to those who felt their money was not safe in a bank. In 

percentage terms 69 percent of the respondents said they felt their money was safer or slightly 

safer elsewhere than in a bank while 32 felt their money was safest in a bank (see appendix 18). 

This means that in order to increase the level of activity on bank accounts, depositors need to feel 

that their money is safe and does not lose value when kept in a bank. This agrees with the literature 

that having trust in a bank affects financial inclusion (Kama and Adigun, 2013; Sanusi 2010; World 

Bank Global Findex, 2017). 

 

Both the LPM and Binary logistic regression parsimonious models generated a significant ‘p’ 

value related to having gone through a bad banking experience or knowing someone who had gone 

through one and long lines in the banking halls . However, their coefficients were negative 

indicating that although respondents went through negative banking experiences or had to make 

long lines in the banking halls, they continued to be active bank account users. It is worth 
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emphasizing that a majority of the respondents (83 percent) had gone through a negative banking 

experience, or knew someone who had gone through one (see appendix 18). 

 

When the full binary logistic model was run, it generated a significant ‘p’ value under the variable 

related to having trust in the banking sector. The corresponding coefficient however was negative, 

meaning that even when traders did not trust the sector, they continued to be active bank account 

users. In terms of responses, 64 percent of the respondents did not trust the banking sector or 

trusted it only slightly (see appendix 18). While this factor did not seem to deter the middle class 

traders from actively banking, it should not be ignored because a banking sector thrives on the 

trust of its depositors.  

 

Table 5. 5: Linear Probability  Parsimonious  Model- Coefficients and significance of 

variables in the equation of usage of bank accounts by middle class traders.  

 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) .861 .179  4.802 .000 

Religion -.180 .096 -.140 -1.875 .063 

Are you satisfied with the banking 

services you receive? 

.210 .065 .286 3.244 .002 

Do you fear that your privacy maybe 

compromised if you open a bank account?  

-.055 .051 -.087 -1.079 .283 

Do you feel that your money is safer 

elsewhere than in a bank? 

.158 .052 .267 3.017 .003 

Are the line in the banking outlets long?  -.165 .062 -.212 -2.652 .009 

Are bank staff rude?   .119 .061 .161 1.956 .053 

Are banking products appropriate for your 

needs?  

.103 .060 .151 1.730 .086 

Have you or someone you know ever 

gone through a negative banking 

experience? 

-.245 .104 -.187 -2.356 .020 

 Religion- Christian-0,  Muslim-1;  Satisfied with banking services- No-1, Slightly – 2, Yes – 3;    Privacy may be compromised yes-1, slightly-2, no-3,      Money 

safer elsewhere  yes-1, slightly-2, no-3,  Are lines long – Yes- 1, Slightly- 2, No-3;    Are bank staff rude Yes-1, Slightly- 2, No- 3; Are banking products 

appropriate – No-1, Slightly-2, Yes- 3; Bad experience Yes-0, No-1;  N/A- 0, reported as missing variables.   
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Table 5. 6: Binary Logistic Parsimonious Model- Coefficients and significance of variables in 

the equation of usage of bank accounts by middle class traders.  

 

 B S.E. Wald df Sig. Exp(B) 

Step 1b  Age Group .180 .470 .147 1 .701 1.197 

Education .204 .510 .160 1 .690 1.226 

Are you satisfied with the quality of banking services you 

receive? 

1.764 .452 15.256 1 .000 5.835 

Do you trust the banking sector?  -.380 .400 .906 1 .341 .684 

Has any one marketed banking products to you?  -.384 .272 1.995 1 .158 .681 

Do you feel your money is safer elsewhere than in a bank?  1.071 .327 10.731 1 .001 2.919 

Do you feel the lines in the banking halls are long? -.815 .392 4.323 1 .038 .443 

Do you feel that banking hours are convenient? -.710 .465 2.333 1 .127 .492 

Have you or someone you know gone through a negative 

banking experience?   

-

1.558 

.623 6.260 1 .012 .210 

Constant .009 2.015 .000 1 .996 1.009 

b. Age group (18-35 years)- 1,  (36-65  years)- 2;  Education 1- (upto O’level), 2 – (above O’level);  Satisfied with banking services; 1- No, 2- slightly, Yes -1, 

Trust the banking sector- no-1, slightly-2, yes-3;   Marketing on banking products  no-1, slightly-2, yes-3;      Money safer elsewhere  yes-1, slightly-2, no-3,        

Lines long – yes -1, slightly -2, No-3;      Banking hours convenient No-1, slightly-2, Yes- 3; Bad experience Yes -0, No-1     N/A- 0, reported as missing 

variables.   

 

 

According to Peng et al (2002), it is important to assess and confirm the overall adequacy of 

statistical model before drawing firm conclusions on the findings in relation to individual variables 

(Peng et al 2002). Consequently, the researcher assessed the suitability of using both the linear 

probability and binary logistic regression to analyse the data. The statistical results showed that 

the LMP model passed the collearinity test with tolerance limits greater than 0.10 and VF less than 

10. The model also passed the standard residual test which fell between -3 and + 3, the cooks 

distance test which was less than 1 and the Anova which was not greater than 0.05 . However, the 

R square and predicted values were outside the expected ranges as discussed above. These point 

to a possible limitation with using the linear probability model for this data set.   
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Table 5. 7: Results of Anova Test  (LPM parsimonious model)- Factors affecting usage of 

banking services 

 

 

ANOVAa,b 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 10.405 8 1.301 7.686 .000c 

Residual 20.306 120 .169   

Total 30.711 128    

a. Comm. Bank Account = yes, Formally employed = no 

 

 

Table 5. 8: Results of Model Summary (LPM parsimonious model)- Factors affecting usage of 

banking services 

 

Model Summarya,c 

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

Change Statistics 

R Square 

Change F Change df1 df2 

Sig. F 

Change 

1 .582b .339 .295 .411 .339 7.686 8 120 .000 

a. Comm. Bank Account = yes, Formally employed = no 

 

 

5.2.1 Summary on usage of banking services 

The regression analysis has demonstrated that out of the numerous factors which were anticipated 

to affect financial inclusion according to the literature on Uganda, only five  (5) had a statistically 

significant impact on usage of deposit accounts. These were satisfaction with banking services,  

the feeling that money was safer elsewhere than in a bank, negative banking experiences, trust in 

the banking sector and long lines. None of the factors affecting usage or financial inclusion in other 

parts of the world as identified in the literature, seemed to affect usage significantly. The analysis 

indicated that out of the five (5) factors, two (2), namely; satisfaction with banking services and 

the feeling money is safer elsewhere than in a bank had a positive coefficient and therefore deterred 

the active usage of bank accounts. However, the remaining three (3) factors had negative variances 

and did not deter usage despite the concern raised by traders. These related to long lines in the 

banking halls, having trust issues with regards to the banking sector and going through negative 
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bank experiences. It is a possible that these relationships reflect an element of reverse causation, 

being that regular bank users may be more exposed to the shortcomings of bank services and hence 

report them more, while still not being deterred from using the bank.  It is still possible that these 

factors could affect usage in the near future if not addressed. It is worth noting that the apparent 

non-significance of a number of factors in this particular sample might not preclude their playing 

a role in a larger or more diverse sample or in a different country.  

 

5.3 Factors affecting quality of banking services accessed by the middle class 

 

In order to ascertain the factors which significantly affect quality of banking services accessed by 

the middle class, the data was subjected to linear probability and ordinal logistic regression 

analysis. The dependent variable was satisfaction with banking services with those saying they 

were not satisfied with banking services coded as ‘1’, those who were slightly/sometimes satisfied 

coded ‘2’ and the satisfied coded ‘3’ .  The independent variables were binary in nature and coded 

as indicated in the tables showing the coefficients.  In some instances, the respondents answered 

‘NA’, these were re-coded as ‘0’ and flagged as missing cases for each variable. Out of the 367 

middle class respondents who operated bank accounts with commercial banks, 260 cases were 

included in the analysis for the full model and 333 cases for the parsimonious model (see appendix 

20).        

 

The literature did not specifically contain information on factors affecting quality of basic deposit 

services in Uganda. Nevertheless, because a number of factors which affect access and usage of 

banking services in Uganda as highlighted in the literature could affect quality of banking services,  

the researcher used her intuition and knowledge to test the effects of the following  variables;  high 

bank charges, low or irregular income, low trust or confidence in the banking sector, distance to 

banks or banking outlets, feeling money is safer elsewhere, fear of IT security related risks, high 

cost of using mobile money wallets, difficulties in following the instructions for using mobile 

phones for banking, low levels of financial literacy and education, low awareness of banking 

products, inappropriate banking products, poor complaints management, rude staff and age of 

respondent. In addition to these, the researcher added factors affecting financial inclusion in other 
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jurisdictions to ascertain if these had an impact on satisfaction with basic deposit services in 

Uganda. 

 

Both full and parsimonious models were run with respect to ordinal regression and linear 

probability analysis. The parsimonious models were developed after removing variables which 

had ‘p’ values of 0.2 and above (see table 5.9 and 5.10 below). The full models contained all the 

variables which were chosen by the researcher (see appendix 21). The two models generated a 

number of statistically significant variables which were similar.   These were; level of banking 

activity, trust in the banking sector, high bank charges, long lines, complaints handling and ATM 

reliability issues. The ordinal regression analysis generated an additional significant variable 

related to complicated instructions which have to be followed when using mobile phones for 

banking, while the LPM on the other hand, indicated that privacy and use of the mobile phone for 

banking significantly affected quality of banking services. Although the variables related to 

privacy and use of a mobile phone for banking were significant in the parsimonious LPM model. 

they had high ‘p’ values of 0.760 and 0.250 respectively,  when the full logistic regression model 

was run (see appendix 21).  This implies that the researcher was less confident that these variables 

definitely had an impact on quality, given the shortcoming of the LPM model as described in 

earlier sections of this chapter. As such, they are not elaborated upon.   

 

The ordinal regression analysis and LPM both generated a statistically significant p value of 0.000 

for the variable related to level of activity.   The coefficient was positive implying that the more 

inactive a depositor was, the higher the likelihood of them feeling dissatisfied with the quality of 

banking services. The odds ratio was 6.0 meaning that those who were active bank account holders 

were 6 times more likely to appreciate the quality of banking services, compared to those who 

were inactive bank account holder.   In terms of individual responses, 15 percent of the bank 

account holders were inactive users and this affected their view of the quality of banking services 

negatively, all other factors held constant (see appendix 22). This finding was expected because it 

is assumed that those who are happy with the banking system, tend to bank more frequently. 
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Trust in the banking sector had an impact on quality of banking services with both models 

generating a statistically significant p value of 0.000.  The corresponding coefficient was positive 

implying that people who trusted the banking sector were more likely to be satisfied with the 

quality of banking services they received, compared to those who did not trust the sector. The odds 

ratio was 2.5 meaning that those who trusted the banking sector where two and a half times more 

likely to be satisfied with the banking sector, compared to those who did not trust the sector. In 

terms of numbers, 89 percent of the respondents trusted the banking sector or at least trusted the 

sector to some extent (See appendix 22).  As indicated in the regression analysis their level of trust 

in the banking sector, contributed to their feelings on quality of banking services, all other factors 

held constant. This is in line with the existing literature which states that trust issues have an impact 

on financial inclusion (Kempson and Jones, 2000; Kama and Adigun, 2013; Sanusi 2010; World 

Bank Global Findex, 2017; Finscope, 2013 ).   

 

High bank charges had a statistically significant impact on quality of banking services with  

statistically significant ‘p’ values  of 0.009 and 0.001 generated by the ordinal and LPM models 

respectively.  The corresponding coefficient was positive implying that people who felt that bank 

charges were high, were more likely to be dissatisfied with the quality of banking services they 

received compared to those who felt bank charges were reasonable.  The odds ratio  was 1.8 which 

meant that people who felt bank charges were not high were twice as much likely to appreciate the 

quality of banking services than those who felt the bank charges were high. In terms of responses, 

92 percent of the respondents said bank charges were either high or slightly high (See appendix 

22).  When all factors were held constant, this affected their perception on quality of banking 

services.  This finding was in line with the existing literature on the impact of high bank charges 

or transactional costs on financial inclusion (Mitton, 2008; Kempson and Whyle 1999; Devlin 

2005; Financial Inclusion Commission 2015; Financial Inclusion Insights, 2016; Gangopadhayay, 

2009, Dupas, et all, 2012). 

Long lines at banking outlets affected quality of banking services with statistically significant p 

values of 0.009 and 0.020 generated by the ordinal and LPM analysis respectively. The resultant 

coefficient was positive implying that people who felt that the lines in the bank were long, were 

more likely to be dissatisfied with the quality of banking services compared to those who felt lines 
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were not long were reasonable.  The odds ratio was 1.8 meaning that those who felt lines were 

long were nearly two times more likely to be dissatisfied with the quality of banking services 

compared to those who felt the lines were reasonable. In terms of responses, 92 percent of the 

respondents felt the lines where either long or slightly long (see appendix 22). When all other 

factors were held constant this factor affected their feelings on quality of banking services. 

Although the effect of this factor on financial inclusion has not been widely researched, this study 

has confirmed that lengthy lines at the banking halls and outlets, gradually affect quality of banking 

services.  

 

The results of the regression analysis revealed statistically significant p values of 0.014 and 0.001 

for the ordinal and LPM analysis respectively, for the variable related to reliability of ATM 

services.  The coefficient was positive implying that people who felt that ATM services were not 

reliable or did not use the service, were more likely to be dissatisfied with the quality of banking 

services compared to those who felt that ATMs were reliable.  The odds ratio was 1.4 which meant 

that those who felt that ATM machines were not reliable where one and half times more likely to 

be dissatisfied with the quality of banking services. In terms of responses, 8 percent felt that ATM 

services where not reliable (see appendix 22),  and when all other factors were held constant, this 

affected their feelings on quality of banking services, negatively.  This finding has not been 

documented in the existing literature, although in Uganda, high costs of using ATMs affected 

financial inclusion (World Bank, 2017).  

 

The results of the regression analysis revealed statistically significant p values of 0.009 and 0.005 

for the complaints handling variable under the ordinal and LPM analysis respectively. The 

coefficients were positive implying that people who felt that their complaints were not addressed 

on time, were more likely to be dissatisfied with the quality of banking services compared to those 

who felt their complaints are handled relatively fast.  The coefficient was 1.8 which meant that 

those who felt complaints were not handled fast were almost twice as likely not to be satisfied with 

the quality of banking services compared to those who felt complaints were handled fast.  

According to the statistics on the responses, 41 percent felt that their complaints were not 

responded to in time (see appendix 22). When all other factors were held constant, this significantly 

affected their ability to enjoy banking services. The effect of this variable on financial inclusion 
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has not been subjected to academic research, however, the Finscope Survey Report of 2013, 

indicated that a number of Ugandans were concerned about the speed with which complaints are 

handled.   

 

The results of the ordinal regression analysis revealed a statistically significant p value of 0.004 

under  the variable related to complicated instructions for using mobile phones for banking.  The 

coefficient was positive implying that people who found the banking instructions complicated, 

were more likely to be dissatisfied compared to those who felt the instructions were simple. The 

odds ratio was 1.4 which meant that people who found instructions for using mobile phones for 

banking complicated were one and half times more likely to be dissatisfied with the quality of 

banking services, compared to those who felt the instruction were easy to follow. According to the 

responses per category, 35 percent of the respondents felt that the instructions were complicated 

and according to the regression analysis this negatively affected their appreciation of the quality 

of banking services, all other factors held constant (see appendix 22). This finding is in line with 

the literature which indicates that in Uganda, financial inclusion has been affected by complicated 

instructions when using technology to bank such as mobile phones (National Financial Inclusion 

Strategy, 2017).  
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Table 5. 9:  Linear Probability Model- Parsimonious model Coefficients and significance of 

variables in the equation on quality of banking services used by the middle class. 

 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) -.088 .207  -.425 .671 

 Age Group .086 .059 .059 1.455 .147 

Level of Activity .429 .092 .214 4.685 .000 

Do you trust the banking sector? .234 .053 .219 4.442 .000 

Do you fear your privacy will be 

compromised?  

.079 .037 .093 2.117 .035 

Do you use a mobile phone for banking? -.183 .061 -.130 -2.987 .003 

Are the bank charges high?  .152 .047 .134 3.236 .001 

Are the lines in the bank long?  .112 .048 .098 2.329 .020 

Are your complaints handled fast? .134 .047 .124 2.827 .005 

Have you or someone close to you had a 

bad banking  experience? 

.131 .078 .068 1.679 .094 

Are the ATM services reliable? .099 .029 .168 3.374 .001 

b. Independent Variable:  

 Age group (18-35 year)- 1,  (36-65  years)- 2; Active user No-1, Yes- 2;     Active bank account user- No- 1, Yes – 2; Trust the 

banking sector- no-1, yes-2   Privacy may be compromised yes-1, no-2,   Do you use your mobile phone for banking Yes -0,  No -1,   

High bank charges yes-1, no-2, Are lines long – Yes- 1, No-2;    Are complaints handled fast – No-1, Yes- 2;    Bad experience Yes-0, 

No-1;     ATM reliable No-1, Yes- 2;        N/A- 0, reported as missing variables.   
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Table 5. 10: Ordinal regression analysis- Parsimonious Model - Coefficients and significance 

of variables in the equation on quality of banking services used by the middle class.  

 

Parameter B Std. Error 

95% Wald Confidence 

Interval Hypothesis Test 

Exp(B) Lower Upper Wald Chi-Square df Sig. 

Threshold [Satisfied? =1] 6.528 1.1769 4.221 8.834 30.763 1 .000 683.823 

[Satisfied? =2] 9.782 1.2803 7.273 12.292 58.384 1 .000 17719.873 

 Age Group .425 .2530 -.071 .921 2.823 1 .093 1.530 

Level of Activity 1.795 .4158 .980 2.610 18.640 1 .000 6.020 

Do you trust the banking sector?  .899 .2244 .459 1.338 16.043 1 .000 2.456 

Are the bank charges high?  .595 .2287 .147 1.044 6.777 1 .009 1.814 

Are the lines in the banking hall long?  .562 .2159 .139 .985 6.769 1 .009 1.753 

Are your complaints handled fast? .559 .2141 .140 .979 6.827 1 .009 1.750 

Are some bank charges 

unexplained/Undisclosed ? 

-.298 .1705 -.632 .037 3.046 1 .081 .743 

Are the instructions for using the 

mobile phone for banking 

complicated?  

.328 .1130 .106 .550 8.421 1 .004 1.388 

Are ATMs reliable? .313 .1277 .062 .563 5.994 1 .014 1.367 

(Scale) 1b        

b. Independent Variable:  

 Age group (18-35 year)- 1,  (36-65  years)- 2; Active user No-1, Yes- 2;     Active bank account user- No- 1, Yes – 2; Trust the banking sector- no-

1, yes-2   Privacy may be compromised yes-1, no-2,   Do you use your mobile phone for banking Yes -0,  No -1,   High bank charges yes-1, no-2, 

Are lines long – Yes- 1, No-2;    Are complaints handled fast – No-1, Yes- 2;   Are some bank charges unexplained/unclear Yes-1, No-2; Are 

instructions for using mobile phones for banking complicated  Yes-0, No-1;     ATM reliable No-1, Yes- 2;        N/A- 0, reported as missing 

variables.   

 

 

According to Peng et al (2002), it is important to assess and confirm the overall adequacy of the 

statistical model before drawing firm conclusions on the findings in relation to individual variables 

(Peng et al 2002). Consequently, the researcher assessed the suitability of using  linear probability 

and ordinal logistic regression to analyse the data. The statistical results showed that the LPM 

model passed most of the major tests.  The adjusted R square was 0.446 and 0.474 for the full and 

parsimonious models respectively ( see table 5.11 and table 5.12 below).  These were considered 

acceptable given that they were above the commonly preferred level of 0.3. The anova tests were 
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passed with significant values less than 0.05 (see table 5.13 and table 5.14 below). The collinearity 

test had tolerance limits greater than 0.10 and VF less than 10 while the standard residual test fell 

between -3 and + 3.  However the predicted values range stood at 1.02 to 3.32, and 0.96 to 3.31 

for the full and parsimonious models respectively (see appendix 23), these were above the expected 

range of 0 and 1. The fact that the predicted values for the linear probability model were outside 

the expected ranges may point to a possible limitation with using the linear probability model for 

this data set. Nevertheless, the researcher drew comfort from the fact that the results were similar 

to those generated by the ordinal logistic regression. The ordinal logistic regression was found to 

fit the data well with  ‘p’ values for the omnibus test less than 0.001 (see appendix 24). Please note 

that the descriptive statistics used in the statistical analysis can be found in appendix 25.   

 

Table 5. 11: Full LPM – Model Summary 

Model Summarya,c 

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

Change Statistics 

R Square 

Change F Change df1 df2 

Sig. F 

Change 

1 .709b .502 .446 .537 .502 9.011 31 277 .000 

a. Comm. Bank Account = yes 

c. Dependent Variable: Satisfied? 

 

Table 5. 12: Parsimonious LPM – Model Summary 

Model Summarya,c 

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

Change Statistics 

R Square 

Change F Change df1 df2 

Sig. F 

Change 

1 .700b .489 .474 .524 .489 32.197 10 336 .000 

a. Comm. Bank Account = yes 
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Table 5. 13: Full LPM – Anova 

ANOVAa,b 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 80.689 31 2.603 9.011 .000c 

Residual 80.014 277 .289   

Total 160.702 308    

a. Comm. Bank Account = yes 

b. Dependent Variable: Satisfied? 

 

 

Table 5. 14: Parsimonious LPM- Anova 

ANOVAa,b 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 88.340 10 8.834 32.197 .000c 

Residual 92.189 336 .274   

Total 180.529 346    

a. Comm. Bank Account = yes 

b. Dependent Variable: Satisfied? 

 

 

 

5.3.1 Summary 

Although the researcher expected a number of factors to affect quality of banking services based 

on the literature on Uganda, the statistical analysis revealed that some factors did not affect quality 

of banking services.  The factors which were confirmed as per the literature to affect quality of 

banking in Uganda were; level of trust in the banking sector, high bank charges, complaints 

management and complicated instructions when using the phone to bank.   Additionally, a few 

unexpected factors were identified. These were long lines in the banking halls, ATM reliability 

and banking activity level. It is worth noting that the effects of long lines and reliability of ATMs 

on financial inclusion have not been subjected to research studies, as such the literature on these 

is very scanty.   
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5.4 Factors affecting quality of banking services accessed by the trading middle class 

 

In order to ascertain the factors which significantly affect quality of banking services accessed by 

the trading middle class, the data which was collected was subjected to the same analysis using  

linear probability and ordinal logistic regression models.   Variables which had ‘N/a’ answers 

which were more than 30, were excluded from the analysis because when they were included, the 

ordinal regression model generated an omnibus ‘p’ value which was not less than 0.001, thus 

significantly weakening the statistical power of the tool. Consequently, the variables which were 

excluded were; high minimum balance, fear of technology, high cost of using mobile phone for 

banking, complicated instructions for using mobile phone for banking, unreliable internet and 

ATM services. As such the full models had 25 independent variables.     

 

 

The researcher run both full and parsimonious models with respect to ordinal regression and linear 

probability analysis. The parsimonious models were developed after removing variables which 

had ‘p’ values of 0.2 and above (see table 5. 15 and 5.16 below). The full models contained all the 

variables which were chosen by the researcher (see appendix 26 and 27). The two models 

generated a number of statistically significant variables which were similar.   These were; level of 

banking activity, trust in the banking sector, fear of compromised privacy and complaints handling.  

The parsimonious LPM model generated two additional  significant variables related to high bank 

charges and long lines. Although these variables were significant in the parsimonious LPM model 

they had high ‘p’ values of 0.734 and 0.069 respectively, when the full logistic regression model 

was run (see appendix 27).  Consequently, the researcher was less confident that these variables 

definitely had an impact on quality, given the shortcoming of the LPM model as described in 

earlier sections of this chapter. As such, they are not elaborated upon. 

 

The parsimonious ordinal regression analysis and LPM both generated a statistically significant p 

value of 0.000 for the variable related to level of activity.   The coefficients were  positive implying 

that the more inactive a depositor was, the higher the likelihood of them feeling dissatisfied with 

the quality of banking services.  The odds ratio was 9.96 meaning that those who were active bank 

account holder were 10 times more satisfied with the banking services they received compared to 
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those who were inactive bank account holders.  In terms of individual responses, 40 percent of the 

bank account holders were inactive users and this affected their view of the quality of banking 

services negatively, all other factors held constant (see appendix 28). This finding was expected 

because it is probable that those who are inactive chose to withdraw from banks because they feel 

their banking needs are not satisfied.  

  

Trust in the banking sector had an impact on quality of banking services with the LPM and Logistic 

regression models generating statistically significant ‘p’ values of 0.012 and 0.013 respectively.   

The corresponding coefficients were positive implying that people who trusted the banking sector 

were more likely to be satisfied with the quality of banking services they received, compared to 

those who did not trust the sector.  The odds ratio was 6.75 which means that those who trusted 

the banking sector where seven times more likely to be satisfied with the quality of banking 

services compared to those who did not trust the sector. In terms of numbers, 22 percent of the 

respondents did not trust the banking sector (See appendix 28).  As indicated in the regression 

analysis their level of trust in the banking sector, contributed to their feelings on quality of banking 

services, all other factors held constant. This is in line with the existing literature which states that 

trust issues have an impact on financial inclusion (Kempson and Jones, 2000; Kama and Adigun, 

2013; Sanusi 2010; World Bank Global Findex, 2017; Finscope, 2013 ). 

 

 

Fear of compromised privacy had an impact on quality of banking services with a statistically 

significant p value of 0.001 using the LPM analysis and 0.003 using ordinal regression analysis.    

The coefficients were positive implying that the trading middle class who felt that their privacy 

would not be compromised because of operating bank accounts were more likely to be satisfied 

with the quality of banking services they received compared to those who did not have issues with 

privacy.  The  odds ratio was 7.3 meaning that those who feared their privacy would be 

compromised were seven times more likely to be dissatisfied with the quality of banking service 

compared to those who did not have privacy related issues. According to the responses per 

category, 82  percent of the respondents felt that their privacy would be compromised and 

according to the regression analysis this affected their feelings on satisfaction with the quality of 

banking services, all other factors held constant (see appendix 28). This finding is in line with the 
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literature which indicates that fear of compromised privacy indeed affects financial inclusion (De 

Koker and Jentzsch (2012), FDIC 2015; FDIC 2019).   

 

The results of the regression analysis revealed statistically significant p values of 0.003 and 0.034 

for the complaints handling variable under the LPM and ordinal logistic regression analysis 

respectively. The coefficients were positive implying that people who felt that their complaints 

were not addressed on time, were more likely to be dissatisfied with the quality of banking services 

compared to those who felt their complaints are handled relatively fast.  The odds ratio was 3.170 

meaning that those who felt their complaints were not handled on time where three times more 

likely to be dissatisfied with the quality of banking services compared to those who felt their 

complaints were managed in time. According to the statistics on the responses, 56 percent of the 

respondents felt that their complaints were not responded to in time (see appendix 28). When all 

other factors were held constant, this significantly affected their ability to enjoy banking services. 

The effect of this variable on financial inclusion has not been subjected to academic research, 

however, the Finscope Survey Report of 2013, indicated that a number of Ugandans were 

concerned about the speed with which complaints are handled.   

 

Table 5. 15: Linear Probability Model- Parsimonious model Coefficients and significance of 

variables in the equation on quality of banking services used by the trading middle class. 

 

 

Model 

Unstandardized Coefficients 

Standardize

d 

Coefficients 

t B Std. Error Beta 

1 (Constant) -.920 .333  -2.761 

Are you an active bank account user?  .392 .098 .288 3.998 

Do you trust the banking sector? .297 .116 .186 2.555 

Do you feel your privacy may be compromised? .410 .125 .237 3.272 

Do you use your mobile phone for banking? -.147 .102 -.100 -1.442 

Are the bank charges high?  .338 .152 .160 2.219 

Are the lines in the banking halls long?  .396 .175 .160 2.265 

Are complaints handled fast? .292 .097 .217 3.016 
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Codes:  

  Active  bank account user, No-1, Yes- 2;   Trust the banking sector- no-1, yes-2       Privacy may be compromised yes-1, no-2,     Do you use your mobile phone for banking Yes -0,  No -1,   

High bank charges yes-1, no-2, Are lines long – Yes- 1, No-2;    Are complaints handled fast – No-1, Yes- 2;     N/A- 0, reported as missing variables.   

 

 

 

Table 5. 16: Ordinal regression analysis- Parsimonious Model - Coefficients and significance 

of variables in the equation on quality of banking services used by the middle class.  

 

Parameter B Std. Error 

95% Wald Confidence 

Interval Hypothesis Test 

Lower Upper 

Wald Chi-

Square df Sig. 

Threshold [Satisfied? =1] 14.86

3 

3.2436 8.506 21.221 20.998 1 .000 

[Satisfied? =2] 19.55

9 

3.5870 12.529 26.590 29.734 1 .000 

Gender -.942 .5177 -1.957 .073 3.312 1 .069 

 Age Group .961 .5270 -.072 1.994 3.327 1 .068 

Are you an active bank account holder?  2.299 .6232 1.077 3.520 13.605 1 .000 

Do you trust the banking sector? 1.910 .7705 .400 3.420 6.146 1 .013 

Do the banking halls look sophisticated? .806 .7513 -.666 2.279 1.151 1 .283 

Do you feel your privacy will be compromised? 1.994 .6713 .678 3.310 8.825 1 .003 

Do you use your mobile phone for banking? -1.058 .5584 -2.152 .037 3.589 1 .058 

Are the lines in the banks long?  2.174 1.1904 -.159 4.507 3.335 1 .068 

Are the bank staff rude?  .685 .5206 -.336 1.705 1.730 1 .188 

Are complaints handled fast? 1.154 .5436 .088 2.219 4.506 1 .034 

Codes:  

 Age group (18-35 year)- 1,  (36-65  years)- 2    Active  bank account user, No-1, Yes- 2;   Trust the banking sector- no-1, yes-2  Do you feel banking halls are sophisticated yes -1, No-2,    Long 

Distance to banks- yes-1, No-2;  Privacy may be compromised yes-1, no-2,    Do you use your mobile phone for banking Yes -0,  No -1,   Are lines long – Yes- 1, No-2;    Are bank staff rude Yes-1, 

No- 2; Are complaints handled fast – No-1, Yes- 2;    N/A- 0, reported as missing variables.   

 

 

 

According to Peng et al (2002), it is important to assess and confirm the overall adequacy of the 

statistical model before drawing firm conclusions on the findings in relation to individual variables 

(Peng et al 2002). Consequently, the researcher assessed the suitability of using  linear probability 
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and ordinal logistic regression to analyse the data. The statistical results showed that the LPM 

model passed most of the major tests.  The adjusted R square was 0.321 and 0.403 for the full and 

parsimonious models respectively ( see table 5.17 and table 5.18 below).  These were both above 

the commonly preferred level of 0.3. The anova tests both generated  significant values which were 

less than 0.05 (see table 5.19 and table 5.20 below). However the predicted values range stood at 

0.88  to 2.98  and 1.06 to 2.93 for the full and parsimonious models respectively (see appendix 

29), these were above the expected range of 0 and 1. The fact that the predicted values for the 

linear probability model were outside the expected ranges may point to a possible limitation with 

using the linear probability model for this data set. Nevertheless, the researcher drew comfort from 

the fact that the results generated by the LPM model were very similar to those generated by the 

ordinal logistic regression. The ordinal logistic regression was found to fit the data well with  ‘p’ 

values for the omnibus test less than 0.001 (see appendix 30).  Please note that the descriptive 

statistics used in this analysis can be found in appendix 31. 

 

Table 5. 17: Full LPM – Model Summary 

 

Model Summarya,c 

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

Change Statistics 

R Square 

Change F Change df1 df2 Sig. F Change 

1 .712b .507 .321 .550 .507 2.719 25 66 .001 

a. Comm. Bank Account = yes, Formally employed = no 

 

Table 5. 18: Parsimonious LPM – Model Summary 

 

Model Summarya,c 

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

Change Statistics 

R Square 

Change F Change df1 df2 Sig. F Change 

1 .659b .434 .403 .516 .434 13.822 7 126 .000 

a. Comm. Bank Account = yes, Formally employed = no 
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Table 5. 19: Full LPM – Anova 

 

ANOVAa,b 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 20.580 25 .823 2.719 .001c 

Residual 19.985 66 .303   

Total 40.566 91    

a. Comm. Bank Account = yes, Formally employed = no 

 

Table 5. 20: Parsimonious LPM- Anova 

 

ANOVAa,b 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 25.752 7 3.679 13.822 .000c 

Residual 33.537 126 .266   

Total 59.289 133    

a. Comm. Bank Account = yes, Formally employed = no 

 

 

5.4.1 Summary 

Although the researcher expected a number of factors to affect quality of banking services accessed 

by the trading middle class based on the literature on Uganda, the regression analysis revealed that 

only level of trust in the banking sector and complaints management affected the quality of banking 

services accessed by the trading middle class. Interestingly, the research revealed that fear of 

compromised privacy which has hardly been researched on in Uganda affected quality of banking 

services. According to the literature, fear of compromised privacy has affected financial inclusion 

amongst the minority communities in the USA.    

5.5 Factors affecting quality of banking services accessed by the employed middle class 

 

In order to ascertain the factors which significantly affect quality of banking services accessed by 

the employed middle class, the data was subjected to linear probability and ordinal logistic 

regression analysis as discussed above. Although there were some independent variables which 

had ‘N/a’ as answers, these were few and did not affect the suitability of the model. As such the 
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full model had 30 independent variables.    These were; high bank charges, low or irregular income, 

low trust or confidence in the banking sector, distance to banks or banking outlets, feeling money 

is safer elsewhere, low levels of financial literacy and education, low awareness of banking 

products, inappropriate banking products, poor complaints management, rude staff, fear of security 

related risks when using the mobile phone for banking, high cost of using mobile phones for 

banking and age of respondent. In addition to these, the researcher added factors affecting financial 

inclusion in other jurisdictions to ascertain if these had an impact on satisfaction with basic deposit 

services in Uganda. 

 

The researcher run both full and parsimonious models with respect to ordinal regression and linear 

probability analysis. The parsimonious models were developed after removing variables which 

had ‘p’ values of 0.2 and above (see table 5.21 and 5.22 below). The full models contained all the 

variables which were chosen by the researcher (see appendix 32 and 33). The models generated  

similar results with trust and reliability of internet banking services having significant ‘p’ values. 

The ordinal regression model however generated a significant ‘p’ value in respect to the ‘use of 

mobile phone for banking variable’.  

 

Trust in the banking sector had an impact on quality of banking services accessed by the employed 

middle class with both the LPM and Logistic regression models generating a statistically 

significant ‘p’ value of 0.000.    The corresponding coefficients were positive implying that people 

who trusted the banking sector were more likely to be satisfied with the quality of banking services 

they received, compared to those who did not trust the sector.  The odds ratio was 41 which means 

that those who trusted the banking sector where 41 times more likely to be satisfied with the quality 

of banking services compared to those who did not trust the sector. In terms of numbers, 97 percent 

of the respondents trusted the banking sector (See appendix 34).  As indicated in the regression 

analysis their level of trust in the banking sector, contributed significantly to their feelings on 

quality of banking services, all other factors held constant. This is in line with the existing literature 

which states that trust issues have an impact on financial inclusion (Kempson and Jones, 2000; 

Kama and Adigun, 2013; Sanusi 2010; World Bank Global Findex, 2017; Finscope, 2013 ). 
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Both the LPM and ordinal regression model generated significant values for the reliability of 

internet banking facilities variable. However, the coefficient was negative meaning that despite 

challenges the employed middle class faced, they still continued to appreciate the quality of 

banking services offered, all factors held constant. According to the responses per category, 41  

percent of the respondents felt that the internet services were not reliable (see appendix 34).   

 

The results of the ordinal regression analysis revealed a statistically significant ‘p’ value of 0.045 

for the ‘use of mobile phone for banking variable’, while the coefficient for the LPM was at the 

margins of significance standing at 0.087.  The coefficient in the ordinal regression indicated that 

the more the employed middle class used mobile phones the more the chances of them being 

satisfied with the quality of banking services. For this variable, using a mobile phone for banking 

was coded ‘0’ and not using a mobile phone was coded ‘1’.  According to the odds ratios those 

who used mobile phone were 2.2 (1/0.45) times more likely to enjoy quality of banking services 

compared to those who did not use mobile phones for banking.    According to the responses per 

category, 68 percent of the respondents used mobile phone to access banking services while 32 

percent did not (see appendix 34).       This finding was expected given that mobile phones make 

banking more convenient. It means the country should continue in its efforts of innovating  in order 

to make banking easier.  

   

Table 5. 21: Linear Probability Model- Parsimonious model Coefficients and significance of 

variables in the equation on quality of banking services used by the employed  middle class. 

 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 1.238 .475  2.607 .010 

Do you trust the banking sector? 1.042 .225 .313 4.637 .000 

Do you use your mobile phone for 

banking? 

-.143 .083 -.115 -1.721 .087 

Are bank staff rude? -.049 .079 -.042 -.626 .532 

Are some bank charges 

undisclosed?  

-.156 .082 -.131 -1.910 .058 

Are internet banking services 

reliable?  

-.222 .080 -.192 -2.781 .006 
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Trust the banking sector- no-1, yes-2 ;  Do you use your mobile phone for banking Yes -0,  No -1,    Are bank staff rude Yes-1, No- 2; Are 

complaints handled fast – No-1, Yes- 2;    Minimum bank balance high Yes-1, No-2;    Are banking products appropriate – No-1, Yes- 2;    Are 

some bank charges not clear or not disclosed Yes-1, No – 2;  Internet banking reliable – No-1, Yes- 2;  N/A- 0, reported as missing variables.   

 

 

Table 5. 22: Ordinal regression analysis- Parsimonious Model - Coefficients and significance 

of variables in the equation on quality of banking services used by the employed middle class.  

 

 

Parameter B Std. Error 

95% Wald Confidence 

Interval Hypothesis Test 

Exp(B) Lower Upper 

Wald Chi-

Square df Sig. 

Threshold [Satisfied? =1] 2.758 2.2737 -1.698 7.215 1.472 1 .225 15.774 

[Satisfied? =2] 5.321 2.3532 .709 9.933 5.113 1 .024 204.586 

Do you trust the banking 

sector? 

3.714 1.0630 1.631 5.797 12.207 1 .000 41.019 

Do you use your mobile 

phone for banking? 

-.816 .4077 -1.615 -.017 4.005 1 .045 .442 

Are bank staff rude? -.761 .4255 -1.595 .073 3.198 1 .074 .467 

Are your complaints handled 

fast? 

.735 .4078 -.064 1.535 3.253 1 .071 2.086 

Is the minimum balance on 

your account high? 

.675 .3933 -.096 1.446 2.943 1 .086 1.963 

Are some bank charges 

undisclosed?  

-.548 .3856 -1.304 .208 2.019 1 .155 .578 

Are internet banking 

services reliable 

-.842 .3867 -1.600 -.084 4.744 1 .029 .431 

 

Trust the banking sector- no-1, yes-2 ;  Do you use your mobile phone for banking Yes -0,  No -1,   Are bank staff rude Yes-1, No- 2; Are complaints handled fast – 

No-1, Yes- 2;    Minimum bank balance high Yes-1, No-2;  Are some bank charges not clear or not disclosed Yes-1, No – 2;   Internet banking reliable – No-1, Yes- 

2;  N/A- 0, reported as missing variables.   
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According to Peng et al (2002), it is important to assess and confirm the overall adequacy of the 

statistical model before drawing firm conclusions on the findings in relation to individual variables 

(Peng et al 2002). Consequently, the researcher assessed the suitability of using  linear probability 

and ordinal logistic regression to analyse the data. The statistical results showed that the LPM 

model passed the anova tests with significant values which were less than 0.05.  

The full model generated an anova of 0.017 and the parsimonious model 0.000 as represented in  

table 5.23 and table 5.24 below, respectively. On the other hand however, the adjusted R square 

was 0.11 and 0.169  for the full and parsimonious models respectively ( see table 5.25 and table 

5.26 below).  These were both below the commonly preferred level of 0.3. Similarly, the predicted 

values range stood at 1.38  to 3.18  and 1.33 to 2.89 for the full and parsimonious models 

respectively (see appendix 35), these were above the expected range of 0 and 1. The fact that the 

adjusted R square was below the preferred 0.3 and the predicted values for the linear probability 

model were outside the expected ranges may point to a possible limitation with using the linear 

probability model for this data set. Nevertheless, the researcher drew comfort from the fact that 

the results generated by the LPM model were very similar to those generated by the ordinal logistic 

regression. The ordinal logistic regression was found to fit the data well with  ‘p’ values for the 

omnibus test at 0.001 and lower (see appendix 36).  Please note that the descriptive statistics can 

be found in appendix 37. 

 

Table 5. 23: Full LPM – Anova 

ANOVAa,b 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 15.577 30 .519 1.734 .017c 

Residual 44.611 149 .299   

Total 60.187 179    

a. Comm. Bank Account = yes, Formally employed = yes 

b. Dependent Variable: Satisfied? 
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Table 5. 24: Parsimonious LPM – Anova  

ANOVAa,b 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 12.195 5 2.439 8.729 .000c 

Residual 51.691 185 .279   

Total 63.886 190    

a. Comm. Bank Account = yes, Formally employed = yes 

b. Dependent Variable: Satisfied? 

 

Table 5. 25: Full LPM – Model summary  

Model Summarya,c 

Model R 

R 

Square Adjusted R Square 

Std. Error of 

the Estimate 

Change Statistics 

R Square 

Change 

F 

Change df1 df2 Sig. F Change 

1 .509b .259 .110 .547 .259 1.734 30 149 .017 

a. Comm. Bank Account = yes, Formally employed = yes 

c. Dependent Variable: Satisfied? 

 

 

Table 5. 26: Parsimonious LPM- Model Summary  

 

Model Summarya,c 

Model R 

R 

Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

Change Statistics 

R Square 

Change 

F 

Change df1 df2 

Sig. F 

Change 

1 .437b .191 .169 .529 .191 8.729 5 185 .000 

a. Comm. Bank Account = yes, Formally employed = yes 

b. Predictors: (Constant), Internet banking reliable , Trust, Use mobile phone, Rude staff , Undisclosed bank charges 

c. Dependent Variable: Satisfied? 
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5.5.1 Summary 

Although the researcher expected a number of factors to affect the quality of banking services 

accessed by the employed middle class based on the literature on Uganda, the regression analysis 

revealed that only trust in the banking sector and the inability ability to use the mobile phone for 

banking negatively affected the quality of banking services accessed by the employed middle class.  

The impact of trust on financial inclusion is in line with the literature. Although the literature 

indicates that the use of mobile money has impacted on the level of financial inclusion (World 

Bank 2021, Finscope 2013) there is hardly any literature on the impact of using phones on the 

quality of banking services.    Although the reliability of internet services was statistically 

significant,  the relationship was not as expected. This could be because the use of internet banking 

is relatively new in the country and therefore, despite the unreliable services, customers are 

accustomed to using the other more traditional channels of banking.   

 

5.6  Summary of findings on perceived quality of banking services 

 

The results of the regression analyses revealed that level of trust in the banking sector, high bank 

charges, complaints management, complicated instructions when using the phone to bank, long 

lines in the banking halls and ATM reliability affect the quality of banking services accessed by 

the middle class when studied as one group.  When the group was split into the trading and 

employed middle class, trust in the banking sector remained a factor which affected both groups. 

However, poor complaints management and fear of compromised privacy affected the trading class 

more significantly compared to the employed class. This could be because they are not conversant 

with the complaints management process or the banks don’t pay keen attention to their concerns. 

The concerns related to privacy could be related to tax issues. The ability to use a mobile phone 

for banking impacted on the employed middle class more than the traders. This could be because 

the employed middle class are more aware of how electronic banking products work and appreciate 

the risk management systems embedded there in. The fact that trading and formally employed 

middle class are affected by some unique factors, confirms the assertion in the literature, that 

factors affecting financial inclusion differ depending on the circumstances and environment in 

which individuals live.  As such, policy makers should strive to obtain a deep understanding of 
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factors which affect access, usage and quality of banking services of various groups in order to 

design effective policies to boost financial inclusion.  

5.7 Conclusion 

 

The regression analysis has demonstrated that, although the researcher expected a number of  

factors to affect financial inclusion in Uganda, as identified in the literature, this was not always 

the case especially with respect to the middle class.  For instance, issues related to identification 

challenges, distance to banking facilities, level of financial literacy, awareness of banking 

products, income levels and inappropriate products amongst others, did not significantly affect the 

middle class. The factors which were confirmed to affect the middle class as contained in the 

literature were; trust is the banking sector, high bank charges, poor responsiveness to customer 

complaints, complicated instructions for using mobile phones for banking and negative 

experiences which affect the customer experience. In addition to these factors, fear of 

compromised privacy and long lines which was found to affect financial inclusion in other 

countries affected especially the trading middle class.  

 

The statistical analysis has further demonstrated that some independent variables had  a cross 

cutting impact on the various dimensions of financial inclusion. Trust in the banking sector and 

long lines in the banking halls affected usage and quality of banking services. The feeling that 

money was safer elsewhere than in a bank affected both access and usage of banking services by 

the trading middle class. Poor complaints handling affected the quality of banking services used 

by the middle class, with a more significant impact on the trading middle class. Some factors 

affected only a specific group, for instance negative experiences with banks and poor satisfaction 

with banking services affected usage of banking services by the middle class. Overall, the entire 

middle class was affected by high bank charges and unreliable ATM services, and this affected 

their feelings on quality of banking services received.  Interestingly the employed middle class 

who used mobile phones for banking were much happier with banking services than those who did 

not.  

 

Most of the findings from the quantitative analysis are grounded in the literature; however, in a 

few cases, they augmented the existing literature. The researcher notes that there were hardly any 
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research studies on the effect of a number of factors on financial inclusion is Uganda. These 

include; long lines in the banking hall, fear of compromised privacy, ATM reliability and use of 

mobile phones for banking.  Additionally, this research has gone deeper into understanding how a 

number of factors which were referred to in the existing literature, affect the financial inclusion of 

the middle class in Kampala. This research has therefore, increased the body of knowledge with 

respect to these factors. In order to better understand how and why these factors affected access 

and usage of banking services, as well as quality of services received, further interactions were 

held with a sub-set of respondents who were willing to give more information.  The findings from 

this more qualitative exercise are documented in Chapter 6 below.  
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Chapter Six                Qualitative Data Analysis 

 

6.1 Introduction 

 

As has been stated in the body of knowledge, financial inclusion is a complex phenomenon which 

revolves around the feelings and emotions of people (Lerderle, 2009).   

This means that in order to understand factors affecting financial inclusion and design responsive 

solutions, it is important to hold deep conversations with the affected persons. Designing an 

appropriate strategy for enhancing financial inclusion levels is important because a population that 

is financially excluded, tends to suffer from the effects of social exclusion given that they are 

usually restricted from or penalised for accessing financial services which would have otherwise 

helped to improve their quality of life (Sinclair, 2013).  This chapter therefore, contains a 

discussion of the results of the follow-up qualitative study which was conducted to better 

understand the factors which had a statistically significant impact on access, usage and quality of 

banking services. In light of the fact that financial inclusion is contextual, the chapter highlights 

factors affecting the middle class and the two sub-groups, namely the trading and employed middle 

class. Reference is made to the existing literature as deemed appropriate. 

6.2 Factors affecting access to banking services by the trading middle class  

 

In line with the approved research methodology, in depth discussions were held with middle class 

traders who were willing to give further information.  The researcher interacted with 12 middle 

class traders who did not have bank accounts in order to understand in more depth, reasons for 

their decision not to open bank accounts.  Interestingly, eleven (11) of the respondents had once 

operated bank accounts but opted to close them for various reasons. This suggests that it would be 

wrong to interpret this sector as being characterized by people who have not yet moved into or 

experienced the world of contemporary urban business and its associated institutions such as 

commercial banks.  It is worth noting that detailed discussions on barriers to access were not 

discussed with the employed working class, because the majority had no option but to open bank 

accounts, in order to receive monthly salary. 
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The questions asked revolved around the factors which were observed to have a statistically 

significant impact on access.  This enabled the researcher obtain insights into the context within 

which the respondents felt the factors affected them.  The factors which were explored further 

during the interviews were the feeling that money is safer elsewhere than in a bank and concerns 

about trust in the banking sector.  In order to get as much information from the respondents as 

possible, and to avoid missing important unanticipated issues, a question was asked to enable them 

highlight other factors which had presented barriers to them accessing financial services.  Finally, 

a question on the impact of Covid-19 on their feelings towards banks was asked.  

 

The researcher analysed the responses to understand the major factors which caused the trading 

middle class to self-exclude.  In order to depict the major themes in pictorial form, the Nvivo 

software was used.  This tool uses word clouds which indicate the frequency of words being used 

by the respondents.  The some instances, the researcher was able to drill down using tree diagrams 

to appreciate the context within which some key words were used by the respondents.  

 

6.2.1 Results 

 

1) Money is safer elsewhere 

 
The research revealed that all the 12 respondents preferred to keep their money in safes or business 

stock/inventory, because they felt that their money was safer if kept in such a manner.  This 

corroborated the statistical results which indicated that people who felt their money was safer 

elsewhere than in a bank, were more likely not to open a bank account.  The major reason for 

preference of safes or inventory, was the fear that their money would gradually reduce in absolute 

terms due to the numerous charges levied by banks (see figure 6.1 below).  This agrees with the  

literature that states that bank charges have deterred a number of people from opening bank 

accounts (Devlin 2005; Financial Inclusion Commission 2015; Financial Inclusion Insights, 2016; 

Gangopadhayay, 2009, Dupas, et all, 2012). 

Indeed the respondents explained that being business people, every shilling counted and therefore, 

the amount deducted by banks through charges was not justifiable.  In addition, the respondents 

expressed strong sentiments that the banks did not disclose all the charges at account opening 
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stage.  It was after the accounts were opened that new charges were levied.  This left them feeling 

cheated and exploited.  Finally, they explained that some of the charges were simply unfair such 

as charges for depositing money.  Some of the respondents opted to use mobile money instead of 

banks. Two (2) respondents had this to say: 

 

‘I feel my money is safer elsewhere than in banks because banks keep deducting 

money through bank charges. Also banks don’t tell the truth. They only tell you 

their advantages when they want you to open up an account. They don’t tell you 

about all the charges they will levy after the account is opened.  Therefore, my 

money is safest when I use it to buy stock or keep in my safe here in the corner 

of my shop.  I have decided not to open a bank account because when my money 

is in the form of stock it is adding value and making profits, compared to keeping 

it in a bank where it will keep reducing because of bank charges. I can only 

believe my money is safe in a bank if it is growing in value wherever I keep it’. 

(Respondent 9)   

 

‘ I feel my money is safer in stock because it earns profit every day. In terms of 

cash I keep with mobile money, because they don’t keep deducting for charges. 

Their charges are very low  and I feel it is with me, I can access it any time I 

want without having to answer many questions. If banks can reduce reduce their 

charges, I will feel my money is safe in a bank.’ (Respondent 2). 

 

The feeling that bank charges in the country are high and numerous has been a concern in the 

Ugandan banking sector for a long time.  However, the banks maintain that the cost and risks of 

doing business in Uganda is high, and therefore, they have no choice but to levy high bank charges 

in order to off-set their operating expenses.  It is worth noting that Uganda does not suffer from 

inflation.  Over the past years, inflation has been contained not to exceed 5 percent, though this 

has recently gone up to 6.3 percent due to the Russia -Ukraine war which has affected supply 
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channels of many commodities including fuel/gas.  This confirms that the concerns regarding 

reduction value of money kept in the bank is related to bank charges and not inflation. 

 

Pictorial representations of the places respondents preferred to keep their money and the reasons 

given are depicted in the word clouds and tree diagram below:  

 

 

 
Figure 6. 1: Word cloud on reasons why money is not safe in a bank (Developed for Research) 

 
 

2) Trust in the Banking Sector 

 

The study established that a majority (7 out of 12) of the respondents did not trust the banking 

sector.  Most of the respondents did not trust the sector because they feared that their bank would 

be closed (see figure 6.2 below). This was mainly because they had witnessed bank closures in the 

past and they were ignorant of the procedures to follow when claiming money from the bank.  

Trust issues therefore, affected their decision not to open bank accounts.  This was in line with the 

literature which states that people decide to self-exclude because of trust related issues (Kempson 

and Jones, 2000; Kama and Adigun, 2013; Sanusi 2010; World Bank Global Findex, 2017; 

Finscope, 2013 ). The respondents shared their feelings on trust in the banking sector as follows:   
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‘I do not trust the banking sector because banks are usually closed by the Bank 

of Uganda.  It is because of this, I have decided not to open a bank account 

because I fear that the bank may get closed and it may be difficult for me to 

recover my money.  I may need to do a lot of explanations and follow very many 

procedures to get back my money.  If that is the case, why should I open a bank 

account? (Respondent 4) 

      

‘I fear that banks can close.  It has happened before and could happen again.  

This has made me decide not to open a bank account because I don’t know where 

I would get my money if the bank was closed.  I have never heard of the Deposit 

Protection Fund.  I am just hearing about this from you’ (Respondent 6) 

     

 

 
 

Figure 6. 2: Word cloud on trust in the banking sector (Developed for Research) 

3) Other factors 

Although the factors discussed above were found in Chapter 5 to be statistically significant, 

respondents disclosed other factors which caused them to self-exclude.  These were; challenges 

with using ATMs, challenges with getting the national ID, fear of compromised privacy, 
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limitations with the use of the English language, limited working days and uncertainty of access 

to funds in case of death.     

 
a) Challenges with getting a National ID. 

 

The regression analysis did not identify the need for too much information at account opening as 

a significant barrier to opening a bank account. Indeed, all the respondents felt that banks did not 

ask for too much information in order to open a bank account. However, during the in-depth 

interviews the respondents explained that banks required a National ID in order to open a bank 

account. They said that this document was not very easy to obtain. Some of them narrated the 

ordeal they had gone through to get the document. Due to these experiences, some of them had 

decided not to open bank accounts hence resorting to mobile money. This agrees with the literature 

which states that the difficulty in obtaining identification documents affects access to formal 

financial services (Mitton, 2008; Iqbal and Sami, 2017; Aina and Oluyombo, 2014; Sinclair, 2013). 

In terms of solutions, the respondents dvised that the National Identification and Registration 

Agency (NIRA), should make the application process easier and speed up the time frame within 

which national IDs are issued. A few respondents shared as follows: 

 

‘When I opened my first bank account, I recall the bank asked me for very 

many documents such as Local Council (LC) letter, next of kin and so on. 

I had to pay money to get these documents especially the letter from the 

LC. I am now informed that these days you can open a bank account with 

only a National ID, but getting that document is not easy. The thought of 

going through a difficult process to get a national ID discourages me from 

re-opening my bank account.  I now prefer to use mobile money to keep 

my money.’ Respondent 11 

   

‘The information requirement is not too much now with the introduction 

of the National ID. However, getting that ID is not easy. I drove to NIRA 

several times until I got tired.  I would like to open a bank account but I 
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cannot because I don’t  have a National ID. It got lost and getting a 

replacement has become difficult.  NIRA should make the process of 

getting National IDs faster so that more of us can open bank accounts. ( 

Respondent 9 ) 

 

 

b) Fear of compromised privacy. 

 

Out of the 12 respondents who did not have bank accounts, two ( 2) of them, opted not to open 

bank accounts because their information would be shared with the Uganda Revenue Authority, 

thus resulting in higher taxes being levied. On the other hand, one (1) respondent said he decided 

to close his account because the bank would interrogate him whenever he deposited large sums of 

money.  This is in line with research conducted in the USA which has shown that fear of 

compromised privacy has locked out some people from the formal financial sector (FDIC 2015, 

FDIC 2019). The finding further vindicates the suspicion of De Koker and Jentzsch (2012), that 

there are high chances that a number of Africans prefer to deal with informal institutions because 

of increased government surveillance. The respondents shared their fears and concerns as follows; 

  

‘I decided to close my bank account because one time I sold my land and got some 

good money and deposited it on my account I was called by the bank and forced to 

produce evidence of its source. I had to produce the sale agreement, and transfer forms 

eeeeh!  I felt my privacy was compromised. Generally whenever you deposit some good 

amount of money on your account, the bank starts calling you to go and explain its 

source. I don’t know what can be done, because the banks say its their right.’ 

(Respondent 2) 

 

 

‘I have decided not to open a bank account because  I feel my privacy will be 

compromised. They may share my information with Uganda Revenue 

Authority which will ask me to pay more taxes. Also, I fear that the tellers 

could tip thieves that I have withdrawn money and they rob me on the way 
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back. Banks should not share customer information with URA. URA should 

find its own ways of understanding peoples businesses. Incase a customer 

reports a case of robbery, the banks should follow-up so that their staff get to 

know that they can be investigated. This could reduce the cases of theft.’ 

(Respondent 12). 

 

c) Limited use of the English language 

 

Although English is the official language in Uganda, three (3) out of the twelve (12) respondents 

expressed difficulty in understanding banking instructions because they were not very fluent in the 

English language.  They are accustomed to transacting in ‘luganda’ which is the local language 

that is commonly used in Kampala amongst the traders.  A number of them dropped out of school 

and later started their own shops or businesses. Due to their limited use of the English language, 

they are forced to seek for help from others when filling in the various forms at the bank.  They 

felt that this was very inconvenient and therefore opted to close their bank accounts.  This finding 

is supported by the literature which states that there is a close link between the level of financial 

inclusion and formal education levels (Iqbal and Sami, 2017; Rangarajan, 2008; EFInA, 2018; 

Finscope, 2009).  It is further support by the finding of the Finscope survey conducted in 2009 

which revealed that in Uganda, people who obtain secondary or tertiary education are more likely 

to use formal financial institutions to save, while those without education prefer to keep their 

money in a ‘secret place’ (Finscope, 2009). One respondent expressed his views as follows:   

 

‘All the bank documents are in English.  Because I do not understand English, 

I would make mistakes when filling in the required forms and the tellers 

especially women, would throw the forms at me.  This would make me feel 

very  embarrassed.  They would shout at me to write properly yet I would be 

doing my best.  I think Banks should employ people to help us business people 

who have not gone far in school to use banking services. (Respondent 6) 
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d) Banks don’t open on Sundays 

 
One (1) of the respondents explained that they chose to self-exclude because banks don’t open on 

Sundays and yet they conduct business through out the week.  There is hardly any literature on 

this finding. Using the ATM would be an option however, they are not reliable given the challenges 

discussed above.  The respondent  therefore, felt that opening a bank account would not help them. 

 

‘Banks don’t work on Sundays so if you have a business deal to be sealed on 

Sunday, it will fail if you don’t have money on you.  Being a businessman, 

sometimes deals come on Sunday and your money is in the bank, you feel like 

running mad.  So, when I saw that I was losing out on opportunities to make 

money, I decided to close my bank account and now keep my money in a safe.’ 

( Respondent 5). 

e) Uncertainty in case of death 
 

One of the respondents preferred to keep his money in a safe, because he did not know how his 

family would access his bank account in case of death.  He had this to say: 

 

 

‘In case I died, it may be difficult for my wife and children to get my money that I had in the 

bank.  The bank may start asking them for so many things.  This is what I am avoiding by 

keeping my money in a safe.’ Respondent 4 

 
Although the factors discussed above affected a few respondents within the sample, and there is 

limited literature on the same, it is possible that a number of trading middle class Ugandans share 

the same feelings about banks and have chosen to self-exclude. It is, therefore, important for banks 

to find means of addressing these challenges.  Possible solutions could include hiring more tellers 

as the population slowly adopts to remote methods of banking, developing products that are easily 

accessible to the trading middle class, ensuring they invest in broad bandwidth to support fast 

internet services, training tellers to have a positive attitude to customers, especially those who are 

not very conversant with the English language and educating customers about what happens to 
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their money in case of death.  

 

a) Effect of Covid -19 

 

Respondents were asked whether the effects of the Covid-19 pandemic had changed their views 

about opening bank accounts and the banking sector in general.  Most of them explained that 

although Covid-19 had affected their sales, it had not changed their negative attitude or feelings 

about banks.  In fact, some of them were very happy that they kept money at home, given the 

transport restrictions arising from the lock down measures which were imposed. 

 

‘I was happy that I did not have money in a bank, because access would 

have been a problem due to the Covid-19 lockdown, given that movement 

was restricted.’ Respondent 5 

6.2.2 Summary  

 

The in-depth interviews with the middle class traders have reinforced the assertions in the literature 

that trust in the banking sector and high bank charges (which affect feelings on safety of money) 

significantly affect the decision of a middle class trader in Kampala to open a bank account. The 

others concerns related to long lines, unreliable ATM services, fear of compromised privacy, 

language barriers, closure on Sundays and uncertainties about access to money by dependents in 

case of death.  Although these were not identified as significant, they need to be addressed in order 

to bring more trading middle class Ugandans into the formal banking sector.  
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6.3 Factors affecting usage of deposit accounts by the trading middle class 

 

6.3.1 Introduction 

 

In line with the approved research methodology, in depth discussions on factors affecting usage of 

banking services were held with middle class traders who were willing to give additional 

information.  The researcher interacted with 11 respondents who operated bank accounts.  In order 

to appreciate the underlying factors which affect usage, emphasis was placed on following up 

mostly with respondents who were not active bank account users. The questions asked focused  

the factors which were observed to have a statistically significant impact on usage.  These were: 

level of satisfaction with banking services, the feeling that money is safer elsewhere, long lines 

and negative experiences with banks.  In order to obtain as much information from the respondents 

as possible, a question was asked to enable them highlight any other factors which may have 

affected their usage of bank accounts.  Finally, a question on the impact of Covid-19 on bank 

account usage was asked.   

 
6.3.2  Factors affecting usage  

 

1) Money is safer elsewhere 

 
The in-depth interviews revealed that all the 11 middle class traders, felt that their money was safer 

when kept in safes or business stock/inventory, other than in banks.  The major reason for this 

feeling was the fear that their money would gradually reduce in absolute terms due to charges 

levied by banks. This made them feel exploited or cheated by banks (see figure 6.3 below).  

Furthermore, the banks did not give them a reasonable interest for using their money. These strong 

negative feelings had a direct impact on the usage of bank accounts, because they preferred to keep 

most of their money in safes and use some to buy stock which would appreciate with time.  As 

such, a number of accounts were left to become inactive and finally dormant.  This is in tandem 

with the quantitative results which indicated that those who felt their money was safer elsewhere 

than in a bank, where more likely to be inactive bank account holders.  Although there is a lot of 

research on the effect of bank charges on the decision to open a bank account (Devlin 2005; 
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Financial Inclusion Commission 2015; Financial Inclusion Insights, 2016; Gangopadhayay, 2009, 

Dupas, et all, 2012), the same cannot be said about the effect of bank charges on frequency of 

banking or account usage. This research has demonstrated that high and numerous bank charges 

affect banking patterns especially of middle class traders.  The respondents explained how bank 

charges affected the frequency with which they banked and suggested measures that could be taken 

to address their concerns. These included a reduction or elimination of some bank charges and 

sharing of profits with customers through giving reasonable interest to depositors. The respondents 

shared as follows;  

 

‘I feel my money is safer when I keep it in my business premises or in stock. This 

is because when I place my money in the bank, it is deducted with bank charges. 

I therefore,  don’t keep my money in the bank because I feel cheated due to bank 

charges.  Because of this, I have reduced on the number of times I deposit money, 

since the money I bank does not earn me any profits.  I sometimes decide to keep 

my money in a safe. I think if there were no charges on our accounts, or if they 

reduced the charges, more people would place money in banks.’ (Respondent 1) 

 

‘My money is safest in stock, because when I put my money in stock it 

appreciates in value, but when I leave it in a bank account it keeps reducing due 

to bank charges. I feel that I lose money when I deposit it in a bank. Because of 

this,  I deposit money fewer times than I should. Banks should reduce or avoid 

charges on current and savings accounts. The should also give customers some 

reasonable interest or profit.’ (Respondent 7). 
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Figure 6. 3 Word cloud on reasons why money was safer elsewhere than in a bank (Developed 

for Research) 

2) Bad Experiences  

 

A number of respondents said they had gone through bad experiences which affected their feeling 

on the quality of banking services. Specifically, seven (7) out of the eleven (11) respondents had 

either gone through a bad experience or someone very close to them had gone through such an 

experience. The negative experiences were varied (see figure 6.4 below). Some respondents 

complained about being given counterfeit bank notes, while others had been given less money by 

the tellers. In one case a depositor felt mistreated when he was asked to see the Manager and 

interrogated over the amount of money he wanted to withdraw. All these ultimately affected their 

banking experience and the number of times they deposited money in the bank. It can be urgued 

that the negative experiences which customers go through point to lack of empathy on the part of 

the bank.  Research has demonstrated that lack of empathy, negatively affects customers 

perceptions on quality of banking services received (Ozretic-Dosen and Zizak, 2015; Burani et al, 

2013; Levesque and McDougall, 1996). Furthermore, according to Sithole et al (2021), negative  

customer experiences affect perception on the quality of banking services. The respondents 

proposed a number of solutions.  These included recruiting honest staff, investigating and 
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reprimanding tellers who give customers counterfeit notes or less money, and improving on 

general customer care.  Some respondents testified as follows: 

‘ One time I wanted to get some good money from my account. When I went to 

the bank, they refused to give me my money and instead sent me to the manager 

to explain myself. I was not happy because they did not ask me any questions 

when I was depositing money, but only when I am withdrawing.  I felt my bank 

was unfair, I was psychologically tortured. I lost a business deal due to the delay 

because the seller wanted cash and there were people who had money on them. 

I found someone else had already bought what I wanted to buy. You know in 

business someone brings something that sells like a hot cake in that case the one 

with money that is near wins the deal. 

I have reduced on the number of times I deposit cash in my account. I can’t 

depend on money in the bank because it is sometimes hard to get when you have 

an urgent deal. Due to this, I am forced to borrow money from neighbors then 

go to the bank to withdraw money to pay back. Can you imagine this? 

Banks should stop tossing people who go to withdraw their money.  This is 

because there is always a reason as to why one needs money at that particular 

moment.’ (Respondent 1). 

‘One time I was given a fake note of fifty thousand.  When I went back to the 

bank to complain, the teller who served me denied the fact. I felt cheated and 

unfairly treated and now I fear withdrawing a certain amount of money from the 

bank. This has made me reduce on the amount of money I deposit.  I decided to 

buy a safe, and sometimes, that is where I keep my  money. The money in my 

safe cannot turn into fake (counterfeit) money. In order to reduce such problems, 

banks should be very careful when recruiting staff.’  (Respondent 10) 
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Figure 6. 4: Word cloud on negative experiences (Developed for Research) 

 

3) Lack of Trust in the Banking Sector  

 

A majority the respondents (7 out of 12), revealed that they had a lingering fear that their bank 

could get closed and they lose their hard earned money (see figure 6.5 below).  This affected the 

number of times they banked. Although there is a lot of research on the effect of trust in the banking 

sector on access to formal financial services (Kempson and Jones, 2000; Kama and Adigun, 2013; 

Sanusi 2010; World Bank Global Findex, 2017; Finscope, 2013 ), there is hardly any research on 

the impact of trust in the banking sector on the frequency of usage of banking services.   This 

research has demonstrated that there is a strong linkage between the two. During the interviews, 

the respondents recalled the experiences they went through to access their hard earned savings 

when a number of banks were closed in the late 1990s and early 2000s.  Matters were worsened 

by the fact that most of them (9 out of 11) had never heard about the Deposit Protection Fund and 

expressed concern that they did not know where to go for compensation.  The few who had heard 

about the Deposit Protection Fund did not quite understand how their deposits were protected.  

Two respondents had this to say: 
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‘Once in a while I have fear that my bank may be closed.  This is because I happened to 

bank my money in Greenland Bank some years back and it was closed.  I feel it can still 

happen.  This has affected me because I recall the shock I went through when I heard that 

my bank was surrounded by security personnel and it was getting closed. I therefore don’t 

bank as much as I should. (Respondent 11) 

‘Sometimes I have the fear that my bank may be closed. This is because bank 

closures have happened before in Uganda. In case my bank closes I believe there 

are steps to follow in order to recover your money. But what if they ask for a 

document that I don’t have like a national identity card? What will happen to me? 

I have this fear. I have never heard about the Deposit Protection Fund and I don’t 

know what they do!’ (Respondent 4).   

 

4) Other factors 

 

a) ATM reliability  

 

The use of ATMs would be an option for those who want to avoid the long lines in the 

banking halls.   However, some respondents expressed concern about the daily cash 

withdrawal limit of ATMs.  Furthermore, once in a while ATMs are off because of 

various factors such as internet challenges. Failure to access money when needed results 

in lost business opportunities, consequently they have opted to keep their money in safes.  

One respondent testified follows:  

‘The ATMs have withdrawal limits, so I prefer to keep most of money in a 

safe where I can get the amount I need at any time.’ (Respondent 11) 

b)  Rude staff 

 

Most of the respondents (6 out of 11) confessed that bank staff were sometimes rude and this 

affected the number of times they went to the bank to deposit or withdraw money. According to 

the literature, the way staff are treated by banks deters them from being financially included ( 
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Chambers, 2004; Sinclair 2013).  The literature however, does not seem to  explicitly mention the 

effect of rude staff on banking patterns. This research has therefore, demonstrated that the manner 

in which customers are treated not only affects access to banking services, but also the frequency 

with which bank accounts are used. The respondents explained that staff were rude especially 

when they inquired about deductions in their bank accounts and when they made mistakes in their 

deposit or withdrawal slips. A respondent shared as follows;   

 

 

‘Some bank staff don’t want to be asked questions. You may want to ask something about 

your money for example how it came to a lower amount. They will answer rudely and will 

not explain. Also when you forget to, for example put a date on the withdrawal or deposit 

slip, the way they tell you that “put the date!” sometimes the attitude is not good. I feel not 

valued as a customer. Because of this I go to the bank rarely not the way it would have 

been if they were polite.’ (Respondent 8)  

  

c) Effect of Covid-19 on usage 

 

The study sought to find out whether the effects of covid-19 had affected usage of bank accounts.  

As expected, most of the respondents (10 out of 11), explained that they hardly banked or banked 

smaller amounts because of reduced sales.  This was because of the reduced economic activity 

following the lock downs that were imposed.  One respondent had this to say: 

 

‘The number of times I deposit and withdraw money from the bank has 

reduced significantly, because my sales are low.’ (Respondent 2)  
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6.3.3 Summary  

The in-depth interviews have revealed that usage of bank accounts by middle class traders is 

mostly affected by: the feeling that money is safer elsewhere, level of trust in the banking sector 

and having gone through negative experiences. The major reason they felt their money was safer 

elsewhere was because of the high bank charges which eroded the value of their deposits over 

time. Additionally, the interviews have brought to the fore other factors which have affected the 

usage of bank accounts by the trading middle class. These issues were related to ATM reliability 

and the manner in which customers are treated by bank staff.   

 

6.4 Factors affecting quality of banking services used by the trading middle class  

 

6.4.1 Introduction 

 

In line with the approved research methodology, in depth discussions on factors affecting quality 

of banking services were held with middle class traders who were willing to give further 

information on the factors which affected them.  The researcher interacted with 11 respondents 

who operated bank accounts.  In order to appreciate the underlying factors affecting quality of 

banking services, emphasis was placed on following up mostly with respondents who indicated 

that they were not satisfied with the quality of banking services.  The questions asked revolved 

around the factors which were identified to have a statistically significant impact on quality of 

banking services.  These were: low trust in the banking sector, speed of complaints handling and  

privacy concerns.   In order to get as much information as possible, a question was asked to enable 

respondents highlight any other factors which may have affected the quality of banking services 

they accessed.  Finally, a question on the impact of Covid-19 on quality of banking services was 

asked.   
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6.4.2  Factors affecting quality of banking services  

 

1) Lack of Trust in the Banking Sector  

 

A majority the respondents (7 out of 12), revealed that they had a lingering fear that their bank 

could get closed and they lose their hard earned money (see figure 6.5 below).  This affected their 

feelings towards the quality of banking services they received and ultimately their banking habits. 

According to the literature, any fear that customers will lose money affects their level of assurance 

or confidence in the system, thus quality of banking services.  Although there is a lot of research 

on the effect of trust in the banking sector on access to formal financial services (Kempson and 

Jones, 2000; Kama and Adigun, 2013; Sanusi 2010; World Bank Global Findex, 2017; Finscope, 

2013 ), there is hardly any research on the impact of trust in the banking sector on the quality of 

banking services received by customers.  This research has demonstrated that there is a strong 

linkage between the two. During the interviews, the respondents recalled the experiences they went 

through to access their hard earned savings when a number of banks were closed in the late 1990s 

and early 2000s.  Matters were worsened by the fact that most of them (9 out of 11) had never 

heard about the Deposit Protection Fund and expressed concern that they did not know where to 

go for compensation.  The few who had heard about the Deposit Protection Fund did not quite 

understand how their deposits were protected.  Two respondents had this to say: 

‘Once in a while I have fear that my bank may be closed.  This is because I happened to 

bank my money in Greenland Bank some years back and it was closed.  I feel it can still 

happen.  This has affected me because I recall the shock I went through when I heard that 

my bank was surrounded by security personnel and it was getting closed. (Respondent 11) 

 

‘Sometimes I have the fear that my bank may be closed. This is because bank 

closures have happened before in Uganda. In case my bank closes I believe there 

are steps to follow in order to recover your money. But what if they ask for a 

document that I don’t have like a national identity card? What will happen to me? 

I have this fear. I have never heard about the Deposit Protection Fund and I don’t 

know what they do!’ (Respondent 4).   



 

 

 

207 

 

  

 

Figure 6. 5: Word cloud on trust in the banking sector (Developed for Research) 

2) Complaint’s handling 

 
Engagements with the traders indicated that seven (7) out of the eleven (11) respondents were 

disappointed with the complaints management process. They explained that banks took long to 

attend to their concerns and this made them feel unappreciated. As a result, they slowly opted to 

reduce on the amount of money they deposited in their respective banks. This agrees with the 

literature which states that  responsiveness to customer needs and queries affects their perception 

on the quality of banking (Ozretic-Dosen and Zizak, 2015; Burani et al, 2013; Levesque and 

McDougall, 1996).  In order to address this challenge, most of the respondents felt that banks 

should improve on the speed with which they address customer complaints.  They felt that banks 

should thoroughly investigate customer complaints and reprimand staff who are found to have 

made errors.  Others felt that there was a need for banks to have suggestion boxes where customers 

could share their feelings about their customer service.  One respondent advised that it was time 

for the country to consider having an independent agency to investigate customer complaints. The 

respondents shared their experiences and thoughts as follows;   
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‘Banks take long to respond to my complaints. When I complain, the bank does not take it 

seriously. They feel we are not important. This has made me reduce on the amount of money 

I deposit. I have my own bank here at my business place (a secret place) it is more 

convenient. No complaints. I think there should be an independent office to handle 

complaints only. (Respondent 8) 

 

‘Banks do not listen to our complaints and this makes me feel not valued as a 

customer. Banks should value their customers. We should be listened to. They 

could put suggestion boxes, where we share our ideas and they should take 

necessary action.’ (Respondent 5) 

3) Fear of Compromised Privacy 

 

 The in-depth interviews revealed that five (5) out of the eleven (11) traders felt that their privacy 

would be compromised and this affected their feelings on the quality of banking services offered 

and finally usage of bank accounts. Concerns about the possibility that privacy could be 

compromised, touch on the ‘assurance’ dimension of service quality and affect customers 

perception on the quality of banking services received (Ozretic-Dosen and Zizak, 2015).   

 

The respondents shared various reasons why they feared their privacy would be compromised (see 

figure 6.6 below). Some respondents feared that their financial information could be shared with 

the Uganda Revenue Authority which is the national tax body, and they would be taxed highly.  

While others expressed concern that the tellers could connive with thieves and rob them after 

withdrawing large sums of money.  In terms of solutions, they felt that the Uganda Revenue 

Authority should be more friendly and reduce on the tax burden. Banks should take time to 

investigate cases of theft, especially when there is suspicion of staff involvement.   Two 

respondents had this to say: 

‘ I fear my privacy could be compromised the tellers may tip thieves so that I am 

robbed on the way.  This has affected me because I stopped taking money to the 

bank. I have spent more than six months without depositing money on my 
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account. The bank should ensure that the customers who withdraw a certain 

amount of money are safe and if they report any theft while on the way from the 

bank, the bank management should investigate their tellers.’ (Respondent 3) 

 

‘The bank you bank with, can give out your account information to the 

government and the government can start investigating you. Also the 

government can start taxing you highly.  I fear Uganda Revenue Authority  may 

over tax me, and if it does, the business will collapse. Also the government might 

put sanctions on me. Due to this, the number of times I deposit in the bank has 

reduced and the amount of money too. I think the  government should stop 

following people and Uganda Revenue Authority should be friendly to business 

people and not over tax us.’(Respondent 9). 

 

 

 

 
 

Figure 6. 6: Word cloud on privacy (Developed for Research) 
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4) Other factors 

During the interviews, the researcher asked questions related to the factors which affected the 

middle class when studied as one group, even though according to the quantitative analysis they 

did not seem to have a significant impact on their perception of quality of banking services. These 

were; long lines, bank charges and reliability of ATM services.  

  

a) Long lines in the banking outlets 

 

The follow-up engagements revealed that five(5) out of the eleven (11) respondents felt that the 

lines in the banking hall were long. This affected their feeling on the quality of banking services 

received and ultimately affected the number of times they visited the bank to transact. This was 

because long lines in the banking halls affected the speed with which customers could access their 

money. Factors which affect the speed with which customers are served, affect the level of 

responsiveness of the bank to customer needs and therefore, impact on their perception of the 

quality of banking services offered (Ozretic-Dosen and Zizak, 2015; Burani et al, 2013; Levesque 

and McDougall, 1996).   Additionally, Sithole at al (2021), posited that the lengthy time customers 

take to access services affects the customer experience negatively, hence affecting their feelings 

towards quality of banking services.  

 

The respondents explained that they found it challenging to close their businesses for long periods 

of time because it would affect their sales. They noted that one of the reasons for the long lines 

was that banks had few tellers.  Matters were worsened when the tellers would keep closing their 

counters in order to go for lunch and tea breaks. They advised that banks should invest in more 

tellers as they gradually adopt the new methods of banking such as internet banking.  The 

respondents shared as follows:    

 

‘The lines in banks are long, especially during school fees time.  During that time, I don’t 

waste my time going to the bank, I keep most of my money in a safe as such my account 

is not active.  In order to address this challenge, banks should spend some money to 

recruit more tellers until we get used to other electronic forms of banking.’ (Respondent 

11)  
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‘The lines in banks long, especially during time for school fees. Sometimes when 

I go to the bank and see the long lines, I  come back and put my money in the 

safe. More tellers should be employed and the habit of leaving people in the line 

to go for break or lunch must stop.’ (Respondent 2). 

 

b) Bank Charges 

 

During the follow-up interviews, six (6) out of the eleven (11) respondents felt that the bank 

charges were high. They explained that this made them feel exploited by banks, thus affecting their 

feelings on the quality of banking services they receive and usage of bank accounts (see figure 6.9 

and 6.10 below). This is supported by the literature which states that high bank charges affect the 

customer experience (Sithole at al, 2021) and reduce on the benefit derived from banking products 

(Levesque and McDougallm1996), thus affecting perception on the quality of banking services 

received.  Some of the respondents expressed concern about certain charges which they felt were 

not justifiable.  These included charges for getting bank statements, depositing cash and replacing 

ATM cards.  Their dissatisfaction with the quality of banking services affected the number of times 

they banked while a few opted to exit the formal banking sector completely.  

 

Although the respondents understood that banks needed to generate income through charges, they 

felt that banks needed to seriously consider reducing bank charges.  In addition, the number of 

bank charges levied on various banking transactions should be reconsidered.  The respondents 

were particularly discouraged by the charges levied on savings accounts, because their savings 

would reduce over time.  Two respondents had this to share:  

 

‘To me, the charges are too many.  Banks have many charges, for example they have for 

withdrawing, depositing, asking for bank statement and so on.  I really feel cheated by 

my bankers.  This has affected the quality of banking services I receive and my banking 

pattern as well.  I now prefer to keep my money in cash, rather than take to the bank.  

Banks should reduce the number of bank charges they make customers pay.’ (Respondent 

1)  
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‘I feel the charges are quite high, especially those on current and savings accounts.  Also replacing 

an ATM card is expensive.  These charges make me feel cheated and now I don’t deposit as much 

as I could.  I know banks need to make profits, but they should also think of the customer and 

reduce bank charges.  We need each other.’ (Respondent 8) 

 

The feelings expressed by the respondents are reflected in the word cloud and tree diagram below: 

 

 

 
Figure 6. 7: Word cloud on bank charges (Developed for Research) 
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Figure 6. 8: Word tree on bank charges (Developed for Research) 

 

c) ATM services 

The follow-up interviews revealed that most of the trading middle class had shunned the use of 

ATM cards. Out of the 11 respondents all of them did not use ATM cards except one and even this  

respondent was not happy with the quality of services received. The major reason they did not use 

ATM cards was that they feared their PIN number could be accessed by other people and used to 

withdraw money from their accounts. This agrees with the literature that factors which cause fear 

that the customers privacy may be compromised affect perceived quality of banking services 

(Ozretic-Dosen and Zizak, 2015). It is further in line with research findings which suggest that fear 

of loss of money through fraud affect quality of banking services (Sithole et al, 2021). Some 

expressed concern about the increased temptation to withdraw cash and misuse money because of 

the easy access. Interestingly, this contradicts the literature which asserts that ease of access to 

banking services should increase customer satisfaction (Sithole et al, 2021; Ozretic-Dosen and 

Zizak, 2015). Finally there were isolated concerns about the cost of replacing ATM cards.  The 

respondents said they would be more comfortable if the ATMs used finger prints instead of cards.  

Some respondents shared as follows: 
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‘ I don’t use ATMs mainly because, someone can forcefully get your pin and 

card and steal your money. I think to solve this problem, ATMs should use 

fingerprints but not pin numbers as it is.’ (Respondent 6). 

 

‘I don’t use ATMs because I used to forget my pin number and the machine would swallow 

my card and replacing is quite expensive. Also ATMs can tempt  you to spend your money 

in a way that is not good or unnecessarily.’  (Respondent 8).  

 

d) Complicated instructions when using the mobile phone for banking 

A number of middle class traders said they had tried to use their mobile phones for banking but 

the instructions using the basic USSD codes were quite long and complicated. They explained that 

banks had now developed more friendly apps to make the process easier but one needed to have a 

smart phone and access to internet services which are quite expensive and sometimes unreliable. 

One respondent had this to say; 

 

‘I have tried using my phone for banking but the instructions are quite many and confusing. 

I have heard that a number of banks now have apps which are easier to use however, I 

hear that for some banks the internet is very slow that some customers have abandoned the 

use of mobile phones for banking. Additionally, internet services are quite expensive. One 

day I  will try to use the mobile phone banking apps’ Respondent 3 

 

5) Impact of Covid-19 

 

All the respondents except one (1) said that the effects of Covid-19 had not improved their feelings 

towards banks.  However, the usage of their bank accounts reduced significantly because of lower 

sales , hence affecting the frequency of deposits (see figure 6.9 and figure 6.10).  Interestingly, one 

respondent explained that he was happy that he had kept most of his money in a safe, because he 

was able to easily access it during the lock down, when movement was restricted.  It is, therefore, 

possible that some traders have increased on the amount of money they keep in their shops and 

homes, given the uncertainty related to the Covid-19 pandemic. The only respondent who said his 

feeling towards bank had improved explained that he regretted not having saved money in the 
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bank, because that would have helped him go through the hard times presented by the pandemic.  

This implies some of the trading middle class could have decided to deposit more money in their 

bank accounts. The  feelings of the respondents are captured below:   

 

‘During the Covid-19 lockdown, I felt very happy that I didn’t have a lot of money 

in the bank.  Most of my money was with me in my safe.  I used it to buy food.’ 

(Respondent 8, Male) 

 

My feelings towards banks improved during the covid – 19 lockdown. I 

said to myself that if I had been keeping money in the bank, I would have 

accessed it to pull through the hard times. (Respondent 3, Male) 

 

 
 

Figure 6. 9: Word cloud on effect Covid-19 (Developed for Research) 
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Figure 6. 10: Word tree on effects of Covid-19 on deposits (Developed for Research) 

  

 

6.4.3 Summary  

 

Through the qualitative analysis, the researcher was able to understand the underlying reasons why 

trust in banks, speed of complaints handling, long lines, bank charges, fear of compromised 

privacy and bad banking experiences impacted on quality of banking services.  Generally the covid 

-19 pandemic did not improve the feelings of the middle class towards banks, except probably a 

few who might have decided to save with banks.  

 

6.5 Factors affecting quality of banking services accessed by the employed middle class 

 

6.5.1 Introduction 

 
In line with the approved research methodology, in depth discussions on factors affecting quality 

of banking services were held with the employed middle class who were willing to give further 

information.  The researcher interacted with 12 such respondents who operated bank accounts.  

The questions asked revolved around the factors which were identified to have a statistically 

significant impact on quality of banking services affecting the employed middle class.  These were: 

lack of trust in the banking sector, poor internet stability and use of the mobile phone for banking.  
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6.5.2  Factors affecting quality of banking services 

 

1) Lack of trust in the banking sector 

 

The follow-up interviews yielded interesting results with nine (9) of the respondents saying they 

trusted the banking sector completely while three (3) respondents, trusted the sector but not 

completely. The factors affecting trust in the banking sector differed across the respondents (see 

figure 6.11 below). One respondent felt that they could not trust the sector because their 

confidential information could be shared with the Government and other third parties without their 

consent, thus exposing them to risks. The other two respondents were not happy with the 

unexplained charges and debits on their bank accounts. They added that bank staff tended to 

become rude and impatient when they requested to understand the charges better. One of the 

respondents said that she chose to  withdraw all her salary on payday and deposited in other 

financial service providers such as insurance companies.  All the respondents explained that these 

affected their feelings about the quality of banking services they received and resulted in them 

opting to  bank any other money they got outside salary payments elsewhere. These findings were 

supported by the literature. The fear of information leakage and fraudulent reductions in account 

balances are closely associated with the level of assurance that the respondents had in the services 

provided. Research has confirmed that assurance levels affect customers perception on the quality 

of banking services  (Ozretic-Dosen and Zizak, 2015).  The respondents advised that banks should 

uphold the concept of informed consent, given that customers sign forms indicating that their 

information shall only be divulged to third parties after their consent.  They also felt that banks 

should investigate staff who divulge confidential information on their clients and have them 

reprimanded.  This would deter other staff members from the engaging in the illegal practice which 

has steadily crept into the banking system. With regards to bank charges, they advised that banks 

should be transparent about the charges they levy and courteously address follow-up questions 

from depositors on movements in their bank accounts. The respondents had this to say: 

 

‘I trust the banking sector but not my bank because they keep levying charges 

on my account. There are a number of unexplained bank charges. The banks 

use a lot of acronyms, that you can’t understand, they are small amounts but 
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at the end of the day it is much. They make a lot of money from us. I used to 

try to get explanation, but gave up because they would think I am crazy asking 

about UGX 1,000 debit on my account. They would look at me as if I am not 

serious, so I stopped asking questions about charges I do not understand.   I 

feel like my bank is taking a way from me , the bank is cheating me. This has 

affected my banking habits a lot. I now use my bank account as a collection 

account for salary. When I get my salary, I withdraw most of the money and 

deposit in an insurance company where I can earn some interest and not get 

charged. They pay me interest of around 10 to 12 percent which I cannot get 

from a bank.  I sometimes I fear that the insurance company can get closed 

but they tell us that they are re-insured. After I have deposited cash with the 

insurance company, I buy monthly groceries, fuel etc and keep petty cash. The 

bank should communicate the kind of charges they deduct per month. They 

don’t tell you what they are charging. Also the  branch staff should be trained 

to have a positive attitude towards customers who would like to understand 

the charges that are levied. They should not look at us who complain as not 

worthy or less of people.  Banks don’t tell us about all the charges when we 

open the bank account, but after the account is opened a number of new 

charges that you don’t understand are levied. For example my bank started 

charging an annual fee of UGX 25, 000 every year, as a debit card fee and 

yet, if I loose the card I will be charged. This is not acceptable at all.’ 

(Respondent 8, Female) 

 

 

I trust the banking sector but not completely. I don’t trust the banking sector 

when it comes to issues of confidentiality of information. They give your 

account details to third parties like Government which can want to tax us 

more, those interested in private business, competitors or spys. The bank 

makes us sign forms which say our information will not be divulged to other 

people without our consent, but they share this information with other people 

without asking us. I feel I am not safe transacting through the bank, and I 

think this discourages financial inclusion. It has affected the number of times I 
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transact with the bank because I fear that someone could be following or want 

to know some details about my transactions or financial status. Banks should 

comply with their policies on confidentiality, they should not breach the trust 

of the customer. They should also investigate staff and reprimand those who 

are guilty of sharing customer information with 3rd parties. (Respondent 9, 

Male) 

 

 

 

 
Figure 6. 11: Word cloud on factors affecting trust in the banking sector (Developed for 

Research) 

 

2) Internet Reliability 

 
The open ended interviews revealed that unlike the trading middle class who hardly use internet 

banking, majority (7 out of 12) of the employed middle class respondents used internet services 

for banking. Out of these, three (3) were not happy with the quality of internet services for various 

reasons. These were the fear that their accounts get hacked and money siphoned out, slow internet 

services and high cost of accessing the service using internet (see diagram 6.12 below).    Due to 

these concerns most of them opted to use mobile money or keep their money in form of cash to 

make payments.   As such, their banking patterns were affected. This agrees with the literature that 

level of assurance and reliability of using banking services affects the perception of customers on 

the quality of banking services provided ( Ozretic-Dosen and Zizak, 2015; Burani et al, 2013).  

The respondents advised that in order to improve the quality of internet banking, there was need 
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to enhance internet connectivity, reduce the cost of internet bundles and bank charges for using 

the service (see figure 6.13 below) .  These measures would make customers who are skeptical 

about the service make an attempt to use it and encourage those who have resorted to mobile 

money to remain within the banking system. 

 

On many occasions when I want to effect transactions using the internet I fail to go 

through.  They say the internet is down, you fail to log on and so on.  This is very 

inconveniencing and frustrating.  This has made me reduce on the number of times I 

use the service.  I now prefer to keep my money in form of cash or use mobile money 

which is outside the banking system.  Banks should increase their internet bank width 

and reduce charges for using internet banking. (Respondent 12, Male).  

 

   

 I have decided not to use internet banking.  This is mainly because it is expensive 

because one has to buy internet bundles.  I also fear hackers, who can access accounts 

using the internet.  In order for me to use the service, I need to be senstised on how the 

bank mitigates the risks of hacking.  The cost of internet bundles should be reduced and 

the bank levy for using the service also reduced. (Respondent 3, Male) 
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Figure 6. 12: Word cloud showing the major issues with internet banking (Developed for 

Research) 

 

 
 
Figure 6. 13: Word cloud showing suggested solutions (Developed for Research) 

 

3) Use of mobile phones to access banking services   

Most of the respondents who were interviewed used mobile phones for banking and they felt that 

this enhanced their feelings on the quality of banking services accessed, mainly because of the 

speed and convenience.  Most of them had IT applications developed by banks which could allow 

them access their bank accounts, transfer money from their mobile money account to the bank and 

vice versa. They felt the instructions on using the applications were clear and easy to follow.  The 

few who did not use their phones for accessing banking services explained that they were not yet 

very comfortable about the product because of its inherent risks, some felt that using a mobile 

money resulted in high charges, because they were charged by both the banks and mobile money 

company. Some studies have assessed the impact on mobile money adoption on access to financial 

services in Uganda (Ssonko, 2016), however, hardly any research has been conducted to assess 

the impact of the same on quality of banking services.  This study has demonstrated that banks 
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need to continue innovating so that more customers are able to use their mobile phones to access 

banking services.  
 

4) Other factors  
There were a few factors which had a significant impact the quality of banking services accessed 

by the middle class when analyzed as a group. However, when the group was split into two (2),  

the factors did have a statistically significant affect the employed middle class. Nevertheless, 

respondents were asked questions on these factors to ascertain if they were affected in any way. 

These factors included; long lines, reliability of ATM services, speed of complaints handling and 

bank charges as discussed below;  

 

a) Long lines in the banking halls 

A half of the respondents felt that the lines in the bank were either long or slightly long. They 

explained that this made them feel not valued because the banks had not invested sufficiently to 

enable them enjoy the customer experience, thus affecting their perception on the quality of 

banking services. This is supported by the literature because the banks responsiveness to customers 

needs was wanting, thus affecting feelings on quality of banking services (Ozretic-Dosen and 

Zizak, 2015; Burani et al, 2013; Levesque and McDougall, 1996).  According to the respondents, 

the lines in the banking halls were generally long due to the few tellers that have been deployed 

and their habits of chatting on whatsapp or leaving the counters to go for lunch and tea breaks. 

Matters were exarcabated during school fees time or when ATM and internet services were off. 

The respondents recommended that banks needed to hire more tellers, ensure ATM up time and 

internet services is enhanced as well as train the tellers to be more professional. Some of the 

respondents had this to say: 

 

‘The lines are quite long, especially during school fees time. When I see the lines I feel like 

not using the bank but I am forced to line up because the other modes of payment can be 

expensive. I feel banks should increase the number of tellers. You find most of the cashier 

tills are empty and they leave tellers to serve a huge population. The tellers get 

overwhelmed and they have to be slow in order not to make mistakes. The long lines have 

affected the frequency with which I bank since I have to wait for the right time of the month 
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to bank my money. I avoid school fees time and the beginning of the month. During this 

time I prefer to keep cash.  I feel banks should hire more tellers. They should encourage 

customers to use agent banking, however I have concerns  about the security around such 

agents. Maybe they could consider placing some agents within the banking hall for security 

purposes and ensure that agents don’t charge more than banks. Generally, I fear using 

agents because they are not well guarded, but they could help to reduce on lines if the 

physical security around them is enhanced.’ (Respondent 6) 

 

‘The lines are  long, especially those serving the ordinary Ugandans. I feel the banks have 

not invested to help me enjoy my banking experience, and yet they are making huge profits 

and paying large bonuses.  I deposit less because of lines. Banks should employ more 

tellers and pay for bigger internet bandwidth to ensure that internet connectivity is not 

interrupted. Internet outages affect the tellers, ATMs and internet banking portals, hence 

forcing customers to go to the banking halls.’ (Respondent 12). 

 

 

‘The lines in my bank were not long, however, they have become long recently due to the 

introduction of the queue mgt system. The other day I spent  2 hours to get service, I was 

forced to use the  priority banking service which is expensive. The tellers spend time on 

whatsapp and taking tea/lunch breaks. This makes me feel that I am not valued as a 

customer. This experience has made me reduce on the number of times I visit the banks. 

The tellers are few, and yet the bank has provision for more of them. So they should hire 

more tellers.’ (Respondent 10) 

 

b) ATM services 

Another concern expressed by most of the respondents (7 out of 12) related to services provided 

by ATM.  A number of respondents explained that their level of satisfaction with ATM services 

was affected by instances when they could not withdraw money due to internet connectivity issues 

and inadequate cash in the ATMs. A few of them felt that the bank was extorting money from 

them by disabling the option that allowed them to withdraw up to the maximum limit. This left 

them with no option but to withdraw money using the options which dispense smaller amounts of 
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money. Consequently, they would get charged more, because instead of one withdrawal they 

would have to withdraw multiple times and pay the attendant ATM withdrawal cost.  Some 

concern was raised about the high charges of using VISA cards on ATM machines of other banks.  

A few of the respondents disclosed that the due to these challenges they preferred to withdraw a 

lot of cash and keep at home, instead of getting disappointed because of relying on ATMs. The 

concerns raised by the respondents affect the reliability and level of assurance about services 

provides and this affected their perception on quality of banking services (Ozretic-Dosen and 

Zizak, 2015; Burani et al, 2013).   The respondents shared as follows:  

 

‘I find the ATMs fairly reliable, however, sometimes the  don’t have money or they don’t 

have all you need. There are also times when the ATM dispenses cash in smaller amounts 

and makes you pay charges for each withdrawal. That is just not fair.  Such incidences 

annoy me because, really I am transacting within the limit, and there is no money, it affects 

my plan and forces me to transact outside the banking sector. This has affected the amount 

of money I keep in cash, because if  I know I have to spend in a week or two, I prefer to 

keep the cash with me, because I don’t want to get disappointed at the ATM, when it cannot 

dispense the cash I need.’ (Respondent 12) 

 

‘To me ATMs are not reliable. They are sometimes off due to internet network issues. You 

find yourself driving to many branches looking for network. This wastes time and fuel.  

Sometimes because of this, you are forced to use other means of accessing cash which is 

expensive. For example, one time the ATMs were down, the Branch Manager advised me 

to use a cheque, it cost me UGX 15,000. Why should I pay for the inneficiencies of the 

bank?  Other times, the ATMs do not dispense all the money you need although you are 

within the transaction limit. As such, you end up withdrawing small amounts many times 

and get charged triple the amount you would have paid if the ATM could discharge the 

money you needed at once. I think this is a trick the banks are using to make money from 

us. In other cases, you find your personal programs affected. For example during the 

Christmas season, I could not withdraw money. The bank suddenly decided to switch of all 

ATMs due to security reasons. This is very inconveniencing.  When these incidences take 

place, I feel very disappointed. That is when I regret having to keep my money in a bank. I 
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now withdraw a lot of cash to keep with me. I must mention that  the charges for 

withdrawing cash using visa cards on ATMs of other banks is just too high.’( Respondent 

9).  

 
c) Complaints handling 

 

The in-depth engagements with the employed middle class indicated that five (5) out of the twelve 

(12) respondents were not happy with the ways the speed and manner in which their complaints 

are handled. The reasons for dissatisfaction with the complaints management system were varied. 

Some respondents explained that the process of lodging a complaint was lengthy and time 

consuming, due to the nature of their work, they opted not to follow-up.  Others explained that 

they stopped lodging complaints because bank staff would become rude when they wanted to 

inquire about debits on their accounts, especially those related to charges they did not understand.  

Some had resorted to using people in ‘high’ offices when they had a major concern with their 

account, because many times the bank would not respond.  In other cases, the bank would try to 

explain the charges on their accounts but these would not make sense. All these affected the 

number of times they banked thus agreeing with the literature that the level of responsiveness of 

the bank to customer complaints affects their perception on quality of banking services (Ozretic-

Dosen and Zizak, 2015; Burani et al, 2013; Levesque and McDougall, 1996).  Some respondents 

shared as follows: 

 

‘Whenever I see charges on my account I follow up with the bank staff.  However, they become 

rude and arrogant, this is very discouraging.  The few times I have lodged a complaint, I have had 

to keep following up until it is resolved.  This takes a lot of time on my part.  Sometimes, they 

resolve the complaint, then it reoccurs again and you re-start the cycle.  I am very disgruntled.  

When I tried to move my account they asked me to bring a number of documents and I just gave 

up.  Due to this I am not satisfied with the quality of banking services I receive and I have reduced 

on the number of times I deposit money in the bank.  I now plan for my expenditure, so that the 

bank does not keep charging me’ (Respondent 10) 
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‘I had an incident last year, when I lost money through my visa card.  I kept following up with the 

bank and they kept referring me here and there, with no solution.  When I realized I was not being 

helped, I asked someone who works in the Central Bank to help me.  That is when they found out 

that one of the bank staff had siphoned money out of my account.  As you can see it took long for 

them to resolve my complaint’ (Respondent 1).  

 

d) Bank charges  

Most of the respondents expressed concern about the high bank charges and the fact that they were 

quite numerous. The bank charges which appeared to be high were those which  related to; using 

mobile money wallets, ATM withdrawals using the VISA card, internet banking, paying for 

utilities and charges for using credit/debit cards on Point of Sales terminals amongst others. The 

charges which they felt were unfair were those that related to; withdrawing cash at the counter, 

depositing money and requesting for bank statements. They further noted that a number of charges 

were not well explained in their bank statements, while others were not disclosed to them at the 

time of opening the bank account.  Although bank charges are published in the national newspapers 

on a quarterly basis to help depositors choose the most appropriate bank, the depositors explained 

that banks use different names for charges and therefore, it become difficult to make reasonable 

comparisons.  

 

The high, numerous and unclear bank charges made the respondents feel exploited and some of 

them reduced the number of times they transacted with the bank. Some respondents explained that 

they prefer to withdraw their salary at once and use mobile money for their transactions during the 

month. This deprives the banks of money which they could have used for financial intermediation. 

Their proposed solutions included; reducing bank charges and scrapping some which were simply 

unfair. They appealed to the Central Bank to play a more effective role in containing bank charges 

in the sector.  Additionally, they felt that banks should clearly describe the charges they levy in 

the bank statements. Some respondents shared as follows;  

 

 

‘The charges for banking are simply too many. First, I have to pay excise tax on 

withdrawals, and also when I deposit money.  In order to get a bank statement each page 

costs UGX 5000, which is a lot of money. Banks charge for all nearly each transaction. 
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The penalties are also very punitive, for example when you go below the minimum balance. 

Sometimes, I don’t understand the charges that are levied and when I request for 

explanations, the reasons don’t hold water. Banks defend themselves and say they have the 

right to change the rates as long as they give some notice, this has resulted in high and 

numerous charges. I feel very disappointed and exploited. Sometimes I really wonder, if a 

literate person like me with a fairly good income feels cheated what of the illiterate low 

income earners? To make matters worse banks are not honest. When you are opening a 

bank account they don’t tell you about all the charges. But after you have opened the 

account they levy a lot of charges which are shocking. I really feel tricked by the bank. Due 

to this, sometimes I decide to keep my money  at home and in office using safes. In my view, 

the Central bank should play a moderating role. There is nothing like a completely free 

economy. The banking sector makes huge profits and take these out of the country, I feel 

Ugandans are being exploited.’ (Respondent 9) 

 

   

‘When I use my credit card, I find a lot of unexplained charges. I am therefore forced to 

carry cash and risk losing it, when I travel abroad. I am charged for depositing money 

which is unfair.  Also, I don’t understand why the bank should charge me highly for paying 

for utilities such as water and electricity, when I use the internet. The bank charge for this 

service is quite high and yet I use my internet and my own computer . Of recent, I signed 

up for a new deposit product, however, soon after, I noticed a number of unexplained 

charges on my bank account.  They were charging me for many things that I was not aware 

of at the beginning.  I found it hard to go back to my ordinary account because I was 

already locked in. I should have been told about these charges before I signed into the new 

product. Due to all these experiences, I  feel like the bank is cheating me. Due to the high 

bank charges, I have to keep comparing with mobile money charges to see the cheapest 

way to transact,  this drains me of time and energy, thus affecting my feelings about the 

banking experience. Bank of Uganda should play a role in reducing the exploitation by 

banks. The banks are taking money from depositors and nothing is done.  My bank should 

advise me about all charges related to products. They should be transparent about all the 

charges at the beginning.’ (Respondent 1). 
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5) Impact of covid-19 

 

A number of the respondents confessed that although the pandemic had not significantly affected 

their usage of the banking system, it had made them seriously consider adopting remote channels 

of banking.  This was because of the restricted movements and the risks associated with handling 

cash.  Unfortunately, though, a number of them found out that these alternative means of banking 

were  rather expensive and resorted to the traditional modes of banking which involved cash (see 

figure 6.16).  One respondent said he went back to using cash but took time to spray the notes with 

sanitizer.  He however hastened to add that if many Ugandans adopted this practice, it could 

seriously impact on the life cycle of the notes and create more expenses for the Central Bank to 

print money.  

 

One respondent said that during the pandemic, he observed for the first time, that the banks had 

not done enough to sensitise users on how to control their expenditure when they use cards to 

purchase services.  He explained that he discovered that it is very easy to exhaust one’s money 

through swiping cards because the money is on the card.  Due to this risk he decided to limit his 

card usage and only used it to withdraw cash.  
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Figure 6. 14: Word tree depicting usage of cash during the COVID-19 pandemic (Developed for 

Research) 

 

 

6.5.3 Summary  

 

The in-depth interviews with the employed middle class illuminated the reasons why some of them  

don’t trust the banking sector and the issues they have with internet services.  The results affirm 

the school of thought that factors affecting financial inclusion indeed vary depending on the 

environment in which people live.  Although both the traders and the employed middle class were 

affected by trust in the banking sector, stability of internet affected the quality of banking services 

by the employed class, while factors such as slow complaints management and fear of 

compromised were unique to the traders.  It is also interesting to note that although they were both 

affected by trust, their reasons varied.  The traders were concerned about bank closures, while the 

employed class on the other hand, raised issues on confidentiality of their information.  
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6.6 Conclusion 

 

The follow-up interactions held with the middle class traders and the formally employed, have 

enabled the researcher to contextualise the various factors affecting financial inclusion.  The 

responses shared by respondents express strong feelings that the depositors and indeed potential 

depositors, have related to: fear of possible bank closures; feeling that money is not safe in a bank 

due to high bank charges, privacy concerns especially with respect to taxes and information 

privacy; complaints management; challenges of using electronic banking platforms such as the 

internet; time taken to access money especially due to long lines at the banking halls and negative 

experiences with bankers which affect usage and finally access. An appreciation of the factors 

affecting financial inclusion, and the suggestions made by respondents coupled with knowledge 

of what other jurisdictions have implemented to improve financial inclusion levels, form the basis 

for the recommendations that have been documented in Chapter 7 below.   
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Chapter Seven Conclusions and Recommendations     

 

7.1 Introduction 

 
The financial inclusion agenda has become a global priority mainly because studies have 

demonstrated that people who have access to quality financial services and utilize them 

appropriately, improve their financial wellbeing and ultimately their quality of life (Lederle, 2009; 

Consultative Group, 2015; Sarma 2008).   At a national level, jurisdictions that embrace financial 

inclusion witness a spur in economic growth, increased social inclusion and reduced poverty levels 

(Park and Mercado, 2015; Ozili 2020).  In addition to economic growth, national financial stability 

is strengthened if the deposit base is diverse (Cull et al., 2012). This is because in times of 

uncertainty, the big depositors will tend to withdraw their money first (Huang and Ratnovski, 

2011), thus exposing the financial sector to the risk of bank closures arising from undue liquidity 

strain on the sector, as banks struggle to source for funds to pay depositors.    

 

One of the first countries to deliberately champion financial inclusion was the United States of 

America in the 1970s with the passing of the Community Re-investment Act (CRA). The  Act was 

put in place to deter banks from marginalizing low income and minority communities (Caskey, 

1994, Marshal 2004; Leeladhar, 2006; White Haag, 2002). Britain followed suite in the late 1990s, 

with the Social Exclusion Unit being tasked to conduct a review of factors affecting financial 

inclusion, thus ushering in a number of developments in this area (Collard 2007; Marshall 2004).  

The rest of the world joined the drive to boost financial inclusion levels with the signing of the 

Maya Agreement in 2011.  Like most developing countries, Uganda committed itself to the terms 

and conditions of the Maya Agreement, and this set the stage for the formulation of deliberate 

strategies to bolster financial inclusion in the country (Bank of Uganda Financial Inclusion Project, 

2013).   

 

In view of the aforementioned, this study set out to explore and assess factors affecting financial 

inclusion  in the context of a developing country, Uganda.  The particular focus of this research 

was triggered by the realization that, although the middle class are an important driver of economic 

growth, statistics indicated that a large percentage, which predominantly resides in urban areas, 
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did not have formal bank accounts (Uganda Bureau of Statistics, 2014).  This was despite the fact 

that the banking sector is the major player in the Ugandan financial sector and the middle class are 

within the vicinity of banks.  Additionally, while there was some research on financial inclusion 

in Uganda, it placed emphasis on the rural population, with hardly any attention paid to the middle 

class.  

 

Therefore, this study set out to explore and assess factors affecting financial inclusion of the middle 

class in Uganda.  In order to obtain a holistic view of financial inclusion, the research did not only 

ascertain factors affecting access or opening of bank accounts, which has been the focus of many 

studies, but delved in to appreciate the factors affecting usage of bank accounts and quality of 

banking services.   An initial picture of the likely or expected barriers to financial inclusion was 

gained through a review of the evolution of this concept as documented in studies conducted in 

selected developed and developing nations.  As anticipated, there was a wealth of literature on 

factors affecting financial inclusion in developed countries, while that on developing countries was 

relatively new but growing.  

 

 The application of this research, for practical reasons, focused on a particular geographical 

location (Kampala, the national capital) and within two key segments of the population, these 

being the formally employed and the trading middle class. The conditions under which the middle 

class in Kampala City live is very similar to that in the other up-country towns across the country.  

Additionally, the banks which serve the Kampala population are the same as those in the other 

towns.  As such, the experiences of the middle class in Kampala, were expected to closely mirror 

those experienced by the middle class residing in up-country towns.  The findings of this research 

can therefore, be expected to encompass most of the barriers affecting the urban middle class in 

the entire country and probably other classes as well.  

A mixed-methods research design was developed to assess factors having a negative impact on the 

three (3) dimensions of financial inclusion namely; access, usage and quality of commercial 

banking services in Uganda.  Quantitative data was obtained using a closed questionnaire which 

was shared with 544 respondents within Kampala, the commercial hub of the country.  The sample 

was constituted of 233 formally employed middle class Ugandans and 311 traders operating in the 
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busiest section of the City.  This  information was coded and analysed using regression analysis to 

identify the statistically significant independent variables which affect access, usage and quality 

of banking services. Both OLS (Linear Probability Model) and binary logistic regression were 

used to determine factors affecting access, while ordinal logistic regression was also used to 

identify those independent variables that affected usage and quality of banking services.  Based on 

the results of the statistical analysis, follow -up interviews were held with 25 respondents who 

were willing to give additional explanations for their responses.  Their feedback was analysed 

using the Nvivo software, which enabled the researcher identify the major themes and present the 

findings in easy to interpret word clouds and trees as well as quotations. The respondents gave 

various suggestions on how the challenges they faced could be addressed. 

 

7.2 Research findings and Recommendations 

 
This study was exploratory in nature and therefore, the researcher started by testing a number of  

hypotheses to ascertain the factors which significantly affected access, usage and quality of 

banking services used by the middle class in Uganda. This was in line with the research objectives. 

The findings revealed, that out of more than thirty (30) independent variables which could have 

affected  the various dimensions of financial inclusion, only eleven (11), had a statistically 

significant impact, with their respective null hypothesis being rejected.  These were: bank charges, 

trust in the banking sector, the feeling that money is safer elsewhere other than in a bank; the speed 

at which complaints are resolved; privacy concerns, long queues, unreliable internet services, bad 

past experiences with banks;  ATM reliability, complicated instructions for using mobile phones 

for banking and use of mobile phones for banking.  Some of these factors had a cross cutting effect 

on access, usage and quality of banking services.   

 

In addition to the highlighted research objectives, the purpose of this research was to identify 

policy actions which have been successful in boosting financial inclusion in other jurisdictions  

and assessing whether these could be feasible in Uganda. As such, the recommendations proposed 

in this study were anchored on a blend between the existing literature, thoughts of the researcher 

and comments or proposals of the middle class respondents.  The suggestions are relevant to the 
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following stakeholders; The Ministry of Finance, Planning and Economic Development, the 

Ministry of Education and Sports, the Central Bank (Bank of Uganda), the Deposit Protection 

Fund of Uganda (DPF), Uganda Revenue Authority (URA), the Uganda Bureau of Statistics, 

Financial Sector Deepening Uganda and the National Identification and Registration Agency 

(NIRA). The various hypotheses that were tested during the quantitative analysis, results of the in-

depth interviews which were part of the qualitative study, the relevant literature and the 

recommendations to promote financial inclusion in Uganda are all discussed below.  

 

1) Bank charges  

 

The hypotheses tests sought to ascertain whether bank charges had a statistically significant impact 

on access, usage and quality of banking services. The tests failed to reject the null hypothesis with 

respect to access and usage, but rejected the null hypothesis on quality, implying that bank charges 

significantly affected the feelings of the middle class about the quality of banking services they 

received.  Those who felt that bank charges were high, were more likely to be dissatisfied with the 

quality of banking services they received compared to those who felt bank charges were 

reasonable. In fact according to the results of the statistical analysis, the middle class who felt that 

bank charges were high were twice as likely to be unhappy with the quality of banking services 

compared to those who felt the charges were reasonable.  During the in-depth interviews the 

respondents explained that bank charges made them feel exploited by banks. This was mainly 

because bank charges were numerous, too high and some were unreasonable.  This forced them to 

look out for other options such keeping money in personal safes and using mobile money amongst 

others.  The fact that high bank charges affect the perception of customers on the quality of banking 

services received is supported by the literature. According to Sithole et al (2021) high bank charges 

affect the customer experience. Additionally, they erode the benefit derived from banking products 

(Levesque and McDougall (1996).  

 

The statistical result that bank charges did not affect access and usage of banking services by the 

trading middle class was not expected.  However, the in-depth discussions demonstrated that due 

to high bank charges, many traders preferred to look for other places to keep their money while 

those who had bank accounts such as the employed middle class, reduced on their banking activity 
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by withdrawing most of their salary and keeping it in cash or on their mobile money accounts.  The 

impact of  bank charges on the decision to open bank accounts and usage of bank accounts cannot 

therefore, be ignored.  

 

In view of the aforementioned, there is an urgent need for the banking sector to seriously consider 

the possibility of reducing bank charges levied on customers and simplifying the charging 

mechanism so that it is more transparent, and easily understood by depositors.  Some charges such 

as those for depositing cash could be reconsidered in the wake of alternatives which are now 

available. Alternatively, banks could increase the interest they pay on deposit accounts so as to 

reduce the effect of bank charges levied on customers.   

 

While the Central Bank has always maintained that Uganda is a liberalized economy, and 

therefore, market forces should be left to play, it might be time to rethink this position and apply 

some sort of regulation or code of guidance on bank charges in order to reduce exploitation of the 

masses and increase financial inclusion levels in the country. It is appreciated that such actions 

could in the short term, impact on bank profitability negatively, however, in the medium term, they 

will attract significant deposits into the commercial banking sector, especially from the trading 

middle class who have shunned banks because of high bank charges. This would create a larger 

pool of cheaper funds for the banks to use for financial intermediation or lending, thus boosting 

bank profitability.   

 

Other options which could be considered include the adoption of a national strategy to encourage 

banks to open ‘ basic bank accounts’ or ‘no frill accounts’ which do not attract any charges or 

penalties. Such  actions  would mirror successful interventions taken by policy makers and 

commercial banks in other jurisdictions such as the UK and India (Agrawal, 2008; Sinclair, 2013).  

Although India and the UK targeted the lower end of the market, Uganda could allow the trading 

middle class to benefit from this product.  In order for this approach to bear the intended results, 

there would be need for close dialogue between the Central Bank and the banking sector, anchored 

on an appreciation of the long term benefits to the banking sector and the economy at large.    

The study has revealed that most of the trading middle class prefer to bank with locally owned 

commercial banks, mainly because of the relatively lower bank charges that are levied.  However, 



 

 

 

236 

 

these banks are very few in number, and as such, they are overwhelmed with customers.  This 

trend of events could imply that the time is ripe for the Government to consider re-establishing a 

national commercial bank to better serve the interests of the ordinary Ugandan.  The country 

currently has two Government owned commercial banks namely; Housing Finance Bank and Post 

Bank. However Housing Finance Bank focuses more on providing facilities to enable Ugandans 

afford reasonable housing while Post Bank was recently up-graded from a lower tier financial 

institution to a Commercial Bank.  As such, it may need to be rebranded, marketed and modelled 

to serve as a commercial bank for the ordinary Ugandan. The bank should be shielded from 

possible Government interference in order to avoid the past experience which led to the collapse 

of Uganda Commercial Bank (UCB). Having a strong national bank with wide ‘bricks and mortar’ 

branch coverage would be similar to the model adopted in Rwanda which has a national bank, 

‘Bank of Kigali’ which is operated based on Rwandan values, to serve the ordinary citizen.  It is 

the largest bank in the sector and was recently listed within the top 100 banks in the African Region 

(https://bk.rw, last viewed April 17, 2021).  

 

It is worth noting, that while banks are moving away from investing in physical branches, the 

trading middle class and most likely the lower class in Uganda, still prefer to transact in physical 

branches.  Indeed a number of the foreign owned commercial banks that are operating in the 

country have closed their up-country branches in a bid to maximise profits. While this action may 

have yielded the desired results for the banks, it would not be surprising if sections of the public 

have resorted to keeping their money in ‘secret places’ or other institutions which are not 

commercial banks.   

 

2) Trust in the banking sector 

 

The hypotheses tests sought to ascertain whether trust in the banking sector had a significant 

impact on access, usage and quality of banking services.  The tests failed to reject the null 

hypothesis with respect to usage, but rejected the null hypothesis on access and quality, implying 

that feelings about trust in the banking sector significantly affected the decision to open a bank 

account and opinions on quality of banking services accessed. With regards to access, the 

regression analysis indicated that a middle class trader who trusts the banking sector was four (4) 

https://bk.rw/
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times more likely to open a bank account compared to one who did not trust the sector. The middle 

class who trusted the banking sector were more likely to be satisfied with the quality of banking 

services, compared to those who did not trust the sector. According to the regression analysis, 

those who trusted the sector were two and half times more likely to be happy with the quality of 

banking services compared to those who did not trust the sector.    

 

The interviews revealed that confidence of the traders in the banking sector was affected mostly 

by the bank closures they witnessed in the late 1990s and early 2000s.  Their fears were 

exacerbated by ignorance of procedures to follow when claiming money from the defunct bank.   

The concerns of the employed middle class on the other hand were quite different. These related 

to fear that their confidential information could be shared with Government without their consent, 

as well as the unexplained bank charges or deductions on their accounts. As a result of these 

concerns some of the employed middle class opted to withdraw their salaries on payday and 

transfer money to other financial service providers such as insurance companies, while keeping 

some money in cash or mobile money. Likewise, the traders explained that the fears they had about 

the possibility of banks closing affected their  decision to open bank accounts, thus resorting to 

mobile money, while those who had bank accounts placed less money in the bank and instead kept 

it in personal safes. Although trust in the banking sector did not seem to have a significant impact 

on usage, the follow-up engagements have shown otherwise.   

 

This research has confirmed that low trust in the banking sector discourages the trading middle 

class from opening bank accounts and this is well supported in the literature (Kempson and Jones, 

2000; Kama and Adigun, 2013; Sanusi 2010; World Bank Global Findex, 2017; Finscope, 2013 ). 

The fear that money could be lost in case of a bank failure, or that confidential information could 

be leaked, impacts on the level of assurance in the banking sector, thus affecting quality of banking 

services (Ozretic-Dosen and Zizak, 2015).  

 

In view of this, it is recommended that the Deposit Protection Fund should ensure that it puts in 

place systems to compensate depositors of closed banks  quickly and conveniently. Additionally, 

the Fund should conduct more sensitization, especially to the trading middle class, about how they 

will be paid if their bank is closed. Banks should uphold the concept of informed consent relating 
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to personal data, especially when dealing with the employed middle class. Staff of commercial 

banks who are suspected of sharing confidential information with third parties should be 

investigated, reprimanded or dismissed in serious cases.  This would deter other staff members 

from the engaging in the illegal practice which has steadily crept into the banking system. With 

regards to transactional coats, banks should be transparent about the charges they levy and 

courteously address follow-up questions from depositors on movements in their bank accounts. 

  

3) Feeling that money is safer elsewhere than in a bank 

The hypotheses tests sought to ascertain whether there was a significant impact on access, usage 

and quality of banking services, arising from feelings by the trading middle class that their money 

was safer elsewhere than in a bank. The tests failed to reject the null hypothesis with respect to 

quality, but rejected the null hypothesis on access and usage, implying that the feelings about 

money being safe elsewhere than in a bank, significantly affected the decision to open a bank 

account and the frequency with which money was deposited in bank accounts. Traders who felt 

that their money was safest in a bank were six (6) times more likely to open a bank account 

compared to those who felt their money was safer elsewhere. While those who felt that their money 

was safer elsewhere, were also six (6) times more likely to be inactive account users, compared to 

those who felt their money was safest in a commercial bank. 

 

In-depth engagements revealed that the traders felt their money was safest when used to purchase 

stock or kept in personal safes in their shops or homes.  This was because they believed their 

money would not reduce in absolute terms as would be the case if they deposited cash in the bank. 

They re-echoed their discomfort with bank charges which steadily eroded their hard earned money 

and added that the banks did not reward them sufficiently for using their money.  In the light of 

this, the traders who did not have bank accounts opted to remain outside the sector, while those 

who had bank accounts deposited less amounts of money.  This finding confirms the negative 

effects of high bank charges on access and usage of  banking services and is supported by the 

literature  (Kempson and Jones, 2000; Kama and Adigun, 2013; Sanusi 2010; World Bank Global 

Findex, 2017; Finscope, 2013). The recommendations on how to address the issues surrounding 

bank charges have been extensively discussed in (1) above.  
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4) Complaints handling 

The hypotheses tests sought to ascertain whether the complaint management process had a 

statistically significant impact on usage and quality of banking services. The tests failed to reject 

the null hypothesis for usage but rejected the null hypothesis for quality, meaning that the manner 

in which complaints are handled affected the customer experience. The coefficient under quality 

was positive implying that the middle class who felt their complaints were handled fast, were more 

likely to be satisfied with the quality of banking services, compared to those who were not happy 

with the complaint handling process. In fact the middle class who felt their complaints were not 

handled fast were almost twice as likely to be dissatisfied with banking services compared to those 

who were happy with the complaints management process .  Poor complaints management affected 

mostly the trading middle class with those who were not pleased with the process being three (3) 

times more likely not to be satisfied with the quality of banking services.  

 

 The follow-up interviews indicated that both the trading and employed middle class were 

concerned about the delays in addressing customer complaints. However, the employed middle 

class shared additional reasons for their dissatisfaction with the complaints handling process. 

These included: the lengthy process of having a complaint lodged due to the nature of their jobs; 

the negative attitude of bank staff when asked to explain deductions on their accounts and some 

explanations which did not make sense, especially those related to deductions. Ultimately these 

negative feelings affected the frequency with which the respondents banked. This finding 

demonstrates that although the statistical analysis indicated that complaints handling did not 

significantly affect the banking patterns of the trading middle class, this could change in the 

medium term, if not addressed.   This research has confirmed that the responsiveness of banks to 

customer queries affects their feelings on quality of banking services received. This is line with 

the existing literature which asserts that failure to be seen as responsive to customers, negatively 

affects their perception on quality of banking services ( Ozretic-Dosen and Zizak, 2015; Burani et 

al, 2013; Levesque and McDougall, 1996).       

 

In order to address this challenge, banks should devise means of improving the speed with which   

customer complaints are addressed.  As part of the measures to improve on the complaints handling 
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process, the Central Bank (Bank of Uganda) established a complaints management desk; however, 

none of the qualitative respondents made any reference to this facility.  This implies that the public 

has not been sufficiently sensitized about the existence of the facility.  There is, therefore, an urgent 

need for the Central Bank (Bank of Uganda) to sensitize the public and put in place a processes 

which enable the public quickly escalate complaints which have not been addressed by banks. This 

could involve exploring the possibility of setting up a Department or Unit on Consumer Protection 

within the Central Bank. Such an action would be similar to the strategy adopted by the Central 

Bank of Nigeria. If the consumer protection process is efficient, banks will be forced to improve 

on their internal processes, given that they are under the regulation of the Central Bank.   

 

5) Privacy 

The hypotheses tests sought to ascertain whether fear of compromised privacy had a statistically 

significant impact on access, usage and quality of banking services. The tests failed to reject the 

null hypothesis for access and usage, however the null hypothesis for quality of banking services 

accessed by the trading middle class was rejected. This meant that fears of compromised privacy 

affected the quality of banking services used by the trading middle class. According to the results 

of the regression analysis, the trading class who feared their privacy could be compromised were 

seven (7) times more likely to be dissatisfied with the quality of banking services, compared to 

those who did not have any reservations.  

 

 During the follow-up interviews the traders expressed strong fears that their information would 

be shared with the Uganda Revenue Authority and used to levy higher taxes on their businesses.  

Others feared that the bank staff, especially tellers, could liaise with thieves and have them robbed 

after withdrawing large sums of money. Although the statistical analysis indicated that fear of 

compromised privacy did not affect usage, a number of traders explained that due to their concern, 

they bank much less than they should. Furthermore, a number of those who did not have bank 

accounts, disclosed that they either closed their accounts or chose not to open accounts because of 

the same concerns. This implies that, while fear of compromised privacy may not have had a 

statistically significant impact on the decision to open bank accounts and bank account usage, it 

could have an impact in the near future,  if the privacy concerns of the trading middle class are not 

addressed.  According to the literature, factors which cause customers to suspect the bank of 
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sharing confidential information or conniving with parties to rob or defraud then, affects their level 

of assurance in the bank’s services, hence negatively affecting their perception on the quality of 

banking services received (Ozretic-Dosen and Zizak, 2015).   

 

In terms of solutions,  the Uganda Revenue Authority could consider whether there is a case for 

reducing taxes levied on middle class traders.  This could in the long run, encourage more traders 

to formalize their businesses thus widening the tax base.  Additionally, more traders would 

increase the frequency and amounts of money banked. This would enable the banks access a 

cheaper pool of funding thus boosting profitability levels and contributing more in taxes. With 

regards to data privacy, banks should sensitise their staff on the need to uphold confidentiality of 

their depositor and decisively discipline tellers and other staff who are found to breach the privacy 

code.   

 

6) Reliability of internet banking  

 

The hypotheses tests sought to ascertain whether reliability of internet banking services had a 

statistically significant impact on usage and quality of banking services accessed by the trading 

and employed middle class. The tests failed to reject the null hypothesis for usage, but rejected the 

hypothesis for quality of banking services accessed by the employed middle class. However, the 

coefficient was negative meaning that despite concerns on internet reliability, the employed middle 

class still felt that the quality of banking services was adequate. This could be because internet 

banking is relatively new in the country and many employed middle class users can easily switch 

to the traditional modes of banking.  Indeed during the follow-up interviews it became evident that 

most of the trading class did not use internet services. The reasons the traders were apprehensive 

about internet banking revolved around lack of trust in the technology, ignorance of how the 

internet works and the perceived high cost of the service. The employed middle class, on the other 

hand, explained that although they used the service, fear of their accounts being hacked into, slow 

internet and high costs of banking using the internet affected their feelings on quality of banking 

services.  Although reliability of internet services did not seem to directly affect feeling about 

quality, the concerns of the middle class should be addressed by banks, before competitors take 

advantage of the opportunity for improvement. This is important because the reliability of banking 
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services, in this case internet services, affects quality of banking services (Ozretic-Dosen and 

Zizak, 2015; Burani et al, 2013). Likewise, the literature asserts that   reliability of internet services 

and fear of technology related risks has an impact on banking frequency  (Kama and Adigun, 2013; 

Okaro, 2016; Bayero, 2015).   

 

In order to expand the usage of internet banking in the country, there is need to sensitize the 

population, especially the middle class traders, improve on internet speed and reliability, as well 

as reduce the costs of internet banking. Currently the Government of Uganda is in the process of 

expanding internet access across the country. This should result in faster, more reliable and less 

costly internet services in Uganda, thus boosting the use of internet banking and ultimately 

financial inclusion.  It is worth noting that a similar strategy has been adopted in the UK ( Building 

Digital UK - GOV.UK (www.gov.uk), last accessed March 31, 2021) 

 

7) ATM Reliability 

The hypothesis tests sought to ascertain whether reliability of ATM services had a statistically 

significant impact on usage of bank accounts and quality of banking services accessed by both the 

trading and employed middle class. The tests rejected the null hypothesis for quality but failed to 

reject the null hypothesis with respect to usage, meaning that ATM reliability only affected 

feelings about quality of banking services.  The coefficient related to quality was positive implying 

that the middle class who felt that ATM services were not reliable or did not use the service, were 

more likely to be dissatisfied with the quality of banking services compared to those who felt that 

ATMs were reliable.  The statistical results further indicated that the middle class who are have 

issues with reliability of ATMs are one and half times more likely to be unsatisfied with the quality 

of banking services they access compared to those who were pleased with ATM services.  The in-

depth interviews revealed that the trading middle class had shunned the use of ATM cards mainly 

due to fear that their PIN numbers could be accessed and used to withdraw money without their 

consent. In contrast, most of the employed middle class used ATM cards, but complained about 

their down time due to internet connectivity issues and lack of sufficient cash. They further 

expressed concern about the high charges of using VISA cards to withdraw money using ATMs 

of other banks. ATMs are a major service delivery channel for banks, hence as indicated in the 
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literature, failure to provide reliable services negatively affects the quality of banking services 

(Ozretic-Dosen and Zizak, 2015; Burani et al, 2013). Furthermore, the fear that money could be 

lost when using ATM cards affects the assurance or confidence of customers, and this has been 

found to affect quality of banking services ( Ozretic-Dosen and Zizak, 2015).  

 

Although the reliability of ATM services seemed not to affect usage according to the regression 

analysis, it is possible that if the trading middle class are encouraged to use the service, they would 

be more active bank account users.  In terms of addressing the concerns highlighted above, banks 

should consider including a functionality on their ATMs which can read finger prints or bio 

metrics. Investment in broader internet bandwidth, ensuring ATMs have sufficient cash at all times 

and reducing some charges related to use of ATM services such as replacing cards and 

withdrawing using VISA cards, could encourage financial inclusion and enable banks to access 

cheaper funding sources for financial intermediation.   

 

8) Long lines 

The hypotheses tests sought to ascertain whether long lines in the banking outlets had a statistically 

significant impact on usage and quality of banking services. The tests rejected the null hypothesis 

for usage and quality of banking services accessed by the middle class. This implied that long lines 

affected frequency of banking by the trading middle class and the feelings of the middle class 

about the quality of banking services offered. However, the coefficient with respect to usage was 

negative, meaning that despite the long lines, the trading class continued to be active bank account 

users. The coefficient for quality on the other hand was positive meaning quality  meaning that 

respondents who felt that the lines in the banking hall were long were more likely to be dissatisfied 

with the quality of banking services compared to those who felt lines were not long. The middle 

class who felt that lines were long were two times more likely to be dissatisfied with the quality 

of banking services than those who did not have an issue with long lines.   

 

During the follow-up engagements, the traders  explained that they found it challenging to close 

their businesses to stand in lines for long periods of time because it would affect their sales. They 

noted that one of the reasons for the long lines was that banks had few tellers.  Matters were 

worsened when the tellers would keep closing their counters in order to go for lunch and tea breaks.  
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Similar concerns were raised by the employed middle class, who in addition, expressed concern 

about internet down time which affected the speed with which tellers serviced customers, ATM 

services and internet banking. The option of using agent bank solved the problems to some extent; 

however, the respondents expressed scepticism about the security at the agent banks, stability of 

services and low float levels. These affected the amount of money they could deposit with agent 

banks.  All these factors not only affected the quality of banking services, but also their frequency 

of banking. The fact that long lines affect quality of banking services is supported by the literature 

because it affects the banks perceived level of responsiveness to the customer’s needs for fast 

service delivery (Ozretic-Dosen and Zizak, 2015; Burani et al, 2013; Levesque and McDougall, 

1996).   

 

While banks have introduced a number of alternative banking channels that are intended to reduce 

the need to physically visit a branch, it may take some time for the middle class especially the 

trading class to embrace these. In the meantime, banks need to consider re-investing in hiring a 

few more tellers, and purchasing larger internet band width in order to ensure that the alternative 

banking channels such as ATMs, internet and agent banking are up and running. There may also 

be need to re-assess  the physical security of agent banks in order to encourage larger and more 

frequent cash deposits and withdrawals.  Finally, the bank tellers need to be trained on how to be 

more professional when serving customers.  

 

9) Negative Experiences 

The hypotheses tests sought to ascertain whether having gone through a negative banking 

experience had a statistically significant impact on usage and quality of banking services accessed 

by the middle class. The tests rejected the null hypothesis for usage, but failed to reject the 

hypothesis for quality of banking services accessed by the middle class. This meant that bad 

experiences only affected usage of banking services.  However, the coefficient was negative 

meaning that despite having gone through negative experiences the middle class continued to bank 

actively.  

 

The follow- up interviews however revealed that many middle class traders had gone through 

various negative experiences and these had slowly affected their usage of banking services and 
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perception of the quality of banking services. The negative experiences were varied and included; 

being given counterfeit bank notes, getting less money from the tellers and being interrogated 

when the wanted to withdraw larger sums of money for their businesses. It can be argued that the 

negative experiences which customers go through point to lack of empathy on the part of the bank.  

Research has demonstrated that lack of empathy, negatively affects customers perceptions on 

quality of banking services received (Ozretic-Dosen and Zizak, 2015; Burani et al, 2013; Levesque 

and McDougall, 1996). Furthermore, according to Sithole et al (2021), negative customer 

experiences affect perception on the quality of banking services. The respondents proposed a 

number of solutions.  These included recruiting honest staff, investigating and reprimanding tellers 

who give customers counterfeit notes or less money, and improving on general customer care. 

 

10) Complicated instructions of using mobile phone for banking 

The hypotheses tests sought to ascertain whether complicated instruction for using mobile phones 

to access banking services had a statistically significant impact on the quality of banking services 

accessed by the  middle class. The tests rejected the null hypothesis on quality implying that the 

complicated instructions affected quality of banking services.  The statistical results indicated that 

people who found instructions for using mobile phones for banking complicated were one and half 

times more likely to be dissatisfied with the quality of banking services, compared to those who 

felt the instruction were easy to follow.  The follow up interviews revealed that it was mostly the 

trading middle class who found the instructions complicated mainly because of their limited 

exposure to modern banking applications and the high cost of internet services.  There is need to 

sensitise especially the trading class on the simplicity of using mobile phones for banking of course 

taking into account the fact that they seem to have an inherent fear of using new technology for 

banking.  The country should step up its efforts in providing cheaper and more reliable internet 

services. 

 

 

11) Use of mobile phones for banking 

The hypotheses tests sought to ascertain whether using mobile phones for banking statistically 

affected usage of banking services and the quality of banking services consumed by the middle 

class. The tests rejected the null hypothesis on quality of banking services accessed by the 
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employed middle class, but failed to reject the hypothesis for quality of banking services for the 

traders and usage of banking services . This implied that although using mobile phones did not 

affect usage and quality of banking services accessed by the trading class, it affected perception 

on quality of banking services mainly by the employed group.  According to the statistical analysis, 

the employed middle class who used mobile phones were twice as likely to enjoy the quality of 

banking services compared to those who did not use mobile phones for banking.  The follow-up 

interviews ascertained that respondents felt that mobile phone banking made life much easier, 

especially during the COVID-19 pandemic when movement was restricted.  They however, noted 

that the charges that are levied for using the facility are quite high. The commercial banking sector 

should continue to explore means of reducing these charges in order not to lose their customers to 

competitors.  

 

12) Impact of Covid-19 

 

The middle class were affected by the Covid 19 pandemic, though in different ways.  The 

frequency and amounts banked by the trading class reduced due to lower sales, especially during 

and immediately after the lockdown measures that were imposed by Government.  The employed 

middle class on the other hand explained that the pandemic made them consider adopting remote 

methods of banking, given the restriction in movements and the risks with using cash. 

Unfortunately, as mentioned above, some of them found the remote methods such as internet 

banking expensive and unreliable, while accessing their bank accounts using mobile money was 

expensive. As such, some of them resorted to traditional means of banking once the lockdown 

measures were eased. This is, therefore, the time for banks to consider making their remote banking 

channels more accessible and cheaper.  Massive sensitization should be conducted to assure the 

public of the safety controls embedded in these remote means of banking.  

 

In addition to the findings discussed above, this research has brought to the fore some factors 

which did not appear to affect the financial inclusion of the middle class, although the literature 

on Uganda had indicated otherwise.  These were: too much information requested for at account 

opening; low awareness of basic bank products;  low income levels and age. The introduction of 

the National ID seems to have made it easier for Ugandans to open bank accounts; this is a basic 
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requirement for account opening and in many cases has replaced the need for other types of 

information such as letters from the Local village councils.   However, respondents expressed 

concern about the lengthy process of acquiring a national ID. The National Identification and 

Registration Agency (NIRA), should make the process of getting national ID faster and more 

convenient to all Ugandans. It is possible that a number of Ugandans falling in the other income 

brackets have been locked out of the banking system because of the absence of national IDs.  

 

7.3 Areas for future research    

 

This study may seem like a ‘a drop in the ocean’, relative to the expanding international literature 

on financial inclusion, but it does make a significant contribution to understanding the state of and 

factors affecting financial exclusion in Uganda, particularly as regards the pivotal urban middle 

class.  Nevertheless, there are many grey areas related to financial inclusion which need to be 

explored in depth.  These include factors affecting access, usage and quality of services provided 

by micro-finance institutions and other institutions such as SACCOs, ROSCAs and Village Self- 

Help groups amongst others.  These should be studied from the perspective of both the customer 

(demand-related) as well as the financial institutions (supply – related). 

 

This research has concentrated on factors affecting access, usage and quality of commercial 

banking services.  However, there is need for a longitudinal study to ascertain whether the welfare 

of depositors improves when they opt to bank with commercial banks.  This would address the 

fourth tenet of financial inclusion which relates to improved welfare. Similar research should be 

conducted on other sectors of the financial sector such as; micro-finance, pension and insurance 

amongst others. This will help expand the financial sector hence contributing more to the economic 

growth of Uganda.  

 

Research on financial inclusion has been limited because of the absence of secondary data. In view 

of the important role that the middle class play in driving the economic growth of this country, 

information on this sub-group should be obtained during the national census.  In fact, statistics 

could be obtained on the number of individuals falling in the various income brackets to 
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distinguish, say, the high, middle and low income earners, and whether they have bank accounts; 

analysis by broad occupational/employment status groups could also be revealing.  Alternatively, 

the model adopted in Kenya where an annual FinAccess Household survey is conducted every 

three (3) years, jointly by the Central Bank, the Kenya National Bureau of Statistics and Financial 

Sector Deepening (FSD) Agency could be borrowed.  In these surveys the financially included are 

clearly defined as those who have financial accounts in institutions that are either regulated or 

registered by Government.  These include: commercial banks, micro-finance banks, insurance 

service providers, National Social Security Fund and mobile money, amongst others.  The measure 

of usage was limited to using an account at least once a month.  If such an arrangement was adopted 

in Uganda the partners would be Bank of Uganda, Uganda National Bureau of Statistics and 

Financial Sector Deepening (FSD).  The survey would gather information on access, usage, quality 

and welfare which are basic tenets of financial inclusion.  Such surveys could be conducted every 

two (2) to three (3) years.   

 

7.4 Concluding Comments 

 

This research has brought to the fore a number of areas for improvement to be addressed by the 

Government of Uganda, various Government Agencies, Financial Sector Deepening Uganda and 

commercial banks. It has identified the need for national policy makers to make some deliberate 

changes to the structural set up of the commercial banking sector in Uganda, with a view of 

supporting the middle class who are self-employed, the rural population, as well as the formally 

employed urban middle class.  Enhanced financial inclusion levels will no doubt spur economic 

growth and help the country achieve its national dream of achieving a middle income status by 

2040.  The timeliness of this research should therefore be apparent. 

 

While research of this depth and nature  is very beneficial, it comes at a cost both in terms of time 

and money.  These were exacerbated by the absence of national statistics on financial inclusion 

which necessitated reliance on primary data which is costly to collect.  There is, therefore, need 

for the Uganda Bureau of Statistics to consider obtaining regular information on factors affecting 

access, usage and quality of banking services accessed by the various income classes in the 
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country. Alternatively, the model adopted in Kenya where an annual FinAccess Household survey 

is conducted every three (3) years, jointly by the Central Bank, the Kenya National Bureau of 

Statistics and Financial Sector Deepening (FSD) Agency could be adopted. This would help defray 

the costs involved in carrying out such surveys and provide researchers with easily accessible 

information to conduct more in-depth studies on financial inclusion. 

 

In addition to the normal challenges associated with data collection, the research was affected by 

the outbreak of the Covid-19 pandemic which resulted in lock down measures across the country.  

This  challenge was overcome by observing the Standard Operating Procedures (SOPs) and 

conducting some interviews via phone.  

 

Finally, the emergence of telecoms which provide ‘deposit like products’, have posed an eminent 

threat to the commercial banking sector.  However,  banks can continue to grow their market share 

if they address the issues affecting access, usage and quality of banking services offered, as 

highlighted in this research. 
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Appendices 

 

Appendix  1: Closed Survey Questionnaire for all respondents 

 

Dear respondent, thank you for accepting to be a part of this study.  This research is 

intended to obtain your views on challenges which you face in accessing and using 

banking services.  It also seeks to understand those factors which affect the quality of 

basic services offered by commercial banks particularly deposit services.  This 

information will contribute towards helping commercial banks provide services which 

better suit your needs.  You have the right not to answer questions that you are not 

comfortable with.  All the information you give will be treated as confidential.  Please 

note that all respondents should be middle income employees or traders.   

 

 

A) BIO DATA 

 

1. Name:------------------------------------------------------------------------------------------------ 

 

 

2. Telephone no: ---------------------------------------------------------------------------------- 

3. Place of work of work 

a) Private Company 

b) Government Agency 

c) Civil Service 

d) Self-employed (go to 3) 

 

4. If self-employed, what is your major business? 

------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------

------------------------- 

5. Gender: 

a) Male 

b) Female 

 

6. Age: 

a) 18 to 24 

b) 25 to 35 

c) 36 to 65 

d) Above 65 
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7. Education: 

a) Primary 

b) O-level 

c) A- Level 

d) Tertiary 

e) None 

 

 

8. Religion 

a) Christian 

b) Muslim 

c) Other 

 

 

9. Distance of your place of work to a commercial bank. 

a. Less than 100 meters 

b. More than 100 meters but less than 500 meters 

c. 1km to 2 km 

d. Above 5km  

 

10. Distance of your home to a commercial bank 

a. Less than 100 meters 

b. More than 100 meters but less than 500 meters 

c. 1km to 2 km 

d. Above 5km  

 

11. Monthly expenditure 

a. Below 1,000,000 

b. Between 1,000,000 and 5,000,000 

c. Above 5,000,000  

 

B) ACCESS 

 

1) Do you have a deposit account with a commercial bank?  

a) Yes (go to 2) 

b) No (go to 3) 

 

2) If yes, what type of account and which bank: 

a) Savings acount in -------------------------------------------Bank 

b) Current account in -------------------------------------------Bank 

 

3) If No, where do you keep your money? 
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a) Another type of institution regulated by Bank of Uganda 

b) A SACCO 

c) At home 

d) At work 

e) A family member 

f) Other 

   

4) Why do you keep your money in the place indicated in (3) above? 

--------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------- 

5) If you currently don’t have an account with a commercial bank, have you ever had one?  

a) Yes (go to 6) 

b) No 

 

6) If you ever had an account, which bank and why did you leave? 

--------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------- 

 

 

C) USAGE 

 

1. If you have an account with a commercial bank, how many times have you withdrawn or 

deposited money in the last 6 months? 

 

a) At least once in 6 months – active 

b) Zero times in 6 months- Innactive (go to 2) 

 

2. If your answer is (b) please explain why you are not an active user. 

----------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------- 

 

 

D) QUALITY 

1. If you have an account with a commercial bank are you satisfied with the overall quality 

of services you receive? 

a) Yes 

b) Slightly (go to 2) 

c) No (go to 2) 
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2. Please explain further if your answer in (1) above is ‘slightly’ or ‘No’. 

----------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------- 

 

 

E) FACTORS AFFECTING ACCESS, USAGE AND QUALITY OF COMMERCIAL 

BANKING SERVICES. 

 

The questions listed below will help the researcher identify factors which impact on access, usage 

and quality of banking services.  

 

 

Please tick the appropriate box. 

 

1) General Questions 

No. Question Yes 

 

Slightly No N/A 

1. Do you trust the banking sector?       

2. Do banks look too sophisticated to you?     

3. Do you feel your bank is too far away?     

4. Do you think that having a bank account could 

compromise your privacy? 

    

5. Has anyone marketed banking products to you?     

6. Have you ever been trained on how to save?       

7. Do you use a bank account of a family member to 

deposit and withdraw your money?   

    

8. Do you feel that your money is safer elsewhere than 

in a commercial bank?   

    

9.  Has someone you know ever had a bad personal 

experience with a commercial bank? 
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10. Do you have a national ID?     

 

 

 

2) Customer Service  

1. Are fees charged by commercial banks high?     

2. Are lines in commercial banks too long?     

3. Are staff of commercial banks rude?       

4. Are customer complaints handled fast?     

5. Is the minimum balance too high?     

6. Is the deposit product offered to your relevant for 

your needs?   

    

7. Are the opening hours of banks convenient?     

8. Do commercial bank staff despise you?       

9. Does your bank disclose the true bank charges?     

10. Have you had a bad personal experience with a 

commercial bank? 

    

11. Do banks ask for too much information in order to 

open an account? 

    

 

 

 

3) ATM, Mobile phone and Internet Banking 

1. Do you have a mobile phone?     

2. Has the use of the mobile phone helped you to easily 

access and use your bank account?   

    

3. Do you fear technology related risks when using 

your mobile phone or computer to bank?   
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4. Is the cost of accessing your bank account through 

the mobile phone high? 

    

5. Are the mobile phone instructions on how to access 

your bank account complicated?   

    

6. Are internet banking services reliable?       

7. Are the services provided by ATMs reliable?     

 

 

4) Will you be willing to give additional information on the answers you have given above?  

 

5) If yes, please indicate the phone numbers on which you can be contacted.  

---------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------------- 
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Appendix  2: Open ended questionnaire for trading middle class without bank accounts- Factors 

affecting access to commercial banking services 

 

 

Dear respondent, thank you for accepting to give additional information on your views regarding 

financial inclusion.  The purpose of this questionnaire is to enable the researcher obtain an in-depth 

understanding of the major reasons why middle class traders choose not to have accounts with 

commercial banks or chose to close their bank accounts.  You have the option not to answer any 

question that you are not comfortable with. 

A)  General information 

 

1. Name:--------------------------------------------------------------------------------------- 

 

2. Telephone no: ----------------------------------------------------------------------- 

 

3. What business do you run?  ----------------------------------------------------------- 

 

4. Do you have an account with a commercial bank?  ----------------------------- 

(NB: this question was asked to be sure that they don’t have accounts) 

 

5. Have you ever had an account with a commercial bank?  If yes, which bank?  ----------

------------------------------------------------------------------------------ 

 

B) Trust in the banking sector 

1. Do you trust the banking sector? 

a) No 

b) Somehow 

c) Yes-----skip all the questions under this sub-section 

 

2. If your answer is ‘no’ or ‘somehow’ please explain why you don’t trust the banking 

sector.  Give examples. 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------
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-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

3. Did the lack of trust in commercial banks make you decide not to open a bank account 

or make you decide to close your account?  If yes, please explain why.  

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------ 

 

 

 

C) Fear of Bank closure 

1. Do you have any fear that your bank may be closed? 

a) Yes 

b) Sometimes 

c) No----------(skip all the questions in this section) 

 

2. If your answer is ‘sometimes’ or ‘yes’, why do you have this fear?  Please explain. 

------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------ 

 

3. Has this fear affected your decision not to open a bank account or close your bank 

account?  

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------ 
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4. Have you ever heard about the Deposit Protection Fund of Uganda?  If yes, what do 

you know about it. 

------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------- 

 

D) Money is safer elsewhere 

1. Do you feel your money is safer elsewhere other than in a commercial bank? 

a) Yes 

b) Sometimes 

c) No----skip all the questions under this sub-section 

 

2. If your answer is ‘yes’ or ‘sometimes’, explain why you feel your money is not safe in 

a commercial bank. 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

3. Where do you think your money is safest? 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------- 

-------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------- 

4. Has this feeling made you decide not to open a bank account or decide to close your 

bank account?  If yes, why. 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------
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-------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------  

5. What can be done to make you believe that your money is safe in a commercial bank. 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

E) Other factors 

1) Are there any other factors apart from the ones discussed above which have 

impacted on your decision not to open an account with a commercial bank, or close 

your bank account? 

 

2) If yes, please state them and explain how they have affected you.  

 

 

 

F) Covid 19 

1) Has the Covid 19 pandemic affected your feelings or views about commercial 

banks?  If yes, please explain.   

------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------

-----------------------------------------------------------     

2) Has the Covid 19 pandemic affected the number of times you deposit and withdraw 

money from your bank?  If yes, please explain. 

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------           

               Thank you for taking time to be a part of this study! 
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Appendix  3: Open ended questionnaire for trading middle class who are inactive bank account 

users- Factors affecting usage of commercial banking services 

 

Dear respondent, thank you for accepting to give additional information on your views regarding 

financial inclusion.  The purpose of this questionnaire is to enable the researcher obtain an in-depth 

understanding of the major factors which affect your usage of basic banking services.  Emphasis 

is placed on depositing and withdrawing money.  You have the option not to answer any question 

that you are not comfortable with.  

A) General information 

 

1) Name: ------------------------------------------------------------ 

 

2) Female or Male (tick one) 

 

3) Telephone no. ---------------------------------------------------- 

 

4) Which business are you in?  --------------------------------------- 

 

5) Marital status:  

a) Married 

b) Single 

c) Not Disclosed 

 

6) What is your monthly expenditure? 

a) UGX 1- 2 million 

b) UGX 2-3 million 

c) UGX 3-4 million 

d) UGX 4-5 million 

 

7) In which Bank to you have an account?------------------------------- 

 

 

8) How often do you deposit or withdraw money from your bank account? 

a) At least 4 times every 6 months 

b) A maximum of 3 times every 6 months 

c)  I have not deposited or withdrawn any money in the last 6 months  
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B) Money Safer elsewhere 

 

1) Do you feel that your money is safer elsewhere other than in a commercial bank?  

a) Yes 

b) Somehow/Slightly 

c) No------skip all the questions in this sub-section. 

 

2) If your answer is ‘Yes’ or ‘Somehow’ where do your feel your money is safest. 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

 

 

3) Has this affected your personal feelings about the bank?  If yes, please explain.  

(eg, do you feel cheated or unfairly treated etc)  

  

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------- 

 

4) Has this affected the number of times you deposit or withdraw money from your 

bank account?  If yes, explain. 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------- 

 

5) What can be done to make Ugandans feel that their money is safest in a bank?   

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------ 

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------ 

---------------------------------------------------------------------------------------- 

 

C) Bad Experience with your bankers 

 

1) Have you, or any person close to you ever had a bad experience with a bank?     

a) Yes 

b) No-----skip all the questions in this sub-section. 
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2) If your answer is ‘yes’, what experience was this? 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

3) Has this experience affected your feelings about the bank?  If yes, please explain.  

(for example do you feel banks are unfair, not honest etc) 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

4) Has this experience affected the number of times you deposit or withdraw money 

from your bank account?  If yes, please explain. 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

5) What should be done to reduce on such experiences?       

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

 

D) Trust  

 

1) Do you trust the banking sector?  

 

a) Yes – skip all questions in this sub-section 

b) Slightly   

c) No  

 

2) If your answer is ‘No’ or ‘Slightly’, what in particular don’t you trust?   

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

--------- 

3) Has this affected the number of times you bank? If yes, explain. 
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---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------- 

 

4) Has this affected the number of times you deposit or withdraw money from your 

bank account?  If yes, please explain. 

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

--------- 

5) What should be done to make you feel your privacy will not be affected.  

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------- 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

283 

 

 

Appendix  4: Factors affecting quality of banking services used by the trading middle class  

 

Dear respondent, thank you for accepting to give additional information on your views 

regarding financial inclusion.  The purpose of this questionnaire is to enable the researcher 

obtain an in-depth understanding of the major factors which affect the quality of basic banking 

services accessed by the trading middle class.  Emphasis is placed on depositing and 

withdrawing money.  You have the option not to answer any question that you are not 

comfortable with.  

 

A) General information 

1. Name------------------------------------------------------------------------- 

 

2. Telephone No or e-mail: ----------------------------------------------- 

 

3. Are you satisfied with the quality of banking services you receive from your bank 

with respect to depositing and withdrawing money? 

a) Yes 

b) Slightly 

c) No 

 

B) Trust in the banking sector  

1) Do you feel that you can trust your bank or the banking sector? 

 

a) No  

b) Slightly 

c) Yes-----skip all the questions in this section 

 

2) If your answer is ‘slightly’ or ‘No’ please explain why.   

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------
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---------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------- 

  

3) Has the lack of trust affected your feelings about the bank?  If yes, please explain.  

(for example do you feel cheated, unfairly treated etc). 

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------- 

4) Has the lack of trust affected the number of times you deposit or withdraw money 

from your bank account?  If yes, please explain. 

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------- 

 

5) Give suggestions on how your trust in the banking sector or your bank can be 

improved.   

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------- 

 

C) Fear of Bank closure 

1) Do you have any fear that your bank may be closed? 

a) Yes 

b) Sometimes 

c) No----------skip all the questions in this section.  

 

2) If your answer is ‘sometimes’ or ‘yes’, why do you have this fear?  Please 

explain. 
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-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

3) Has this fear affected the number of times you deposit or withdraw money from 

your bank account?  If yes, please explain. 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------ 

 

4) What do you think can be done to make you have confidence that your bank is 

stable? 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------ 

 

5) Have you ever heard about the Deposit Protection Fund of Uganda?  If yes, what 

do you know about it. 

---------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------- 

 

D) Long lines at banking points (banking halls and ATMs).  

1) Do you feel that the lines in the banks (halls and ATMs) are long?  

     

a) Yes 

b) Somehow/Slightly 

c) No-----skip all the questions in this sub-section 

 

2) If your answer is ‘Yes’ or ‘Somehow’, has this affected your feelings about the 

bank?  If yes, please explain.    

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

---------------------------------------------------------- 
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3) Has this affected the number of times you deposit and withdraw money from your 

bank account?  If yes, please explain. 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

4) What should be done to reduce lines in the banking hall.   

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

E) ATM Reliability  

1) Do you use ATMs to access your bank account?  

a) Yes 

b) No 

 

2) If your answer in (i) above is ‘yes’, do you feel that ATMs are reliable?      

a) No 

b) Somehow/Slightly 

c) Yes------skip all the questions in this sub-section.  

 

3) If your answer is ‘No’ or ‘Somehow’, explain why you feel ATMs are not reliable.   

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------- 

 

 

 

 

4) Has this affected your feelings about the bank?  If yes, please explain.    

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------- 

5) Has this affected the number of times you deposit and withdraw money from your 

bank account? 
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---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------- 

6) If your answer in (i) above was ‘No’ please explain why you prefer not to use ATM 

services. 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

 

7) What should be done to make more Ugandans use ATM services?   

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

 

F) High Bank charges  

1) Do you feel that bank charges are high?       

 

a) Yes 

b) Somehow/slightly 

c) No----skip all the questions in this sub-section. 

 

 

2) If your answer is ‘Yes’ or ‘Somehow’, which charges do you feel are high.  Give 

examples.    

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

 

 

3) Have these charges affected your feelings towards the bank?  If yes, please explain.  

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------- 

4) Have these charges affected the number of times you deposit and withdraw money 

from your bank account?  If yes, please explain. 
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-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------- 

5) What should be done to address the issue of high bank charges.  

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

---------------------------- 

G) Complaint handling   

1) Do you feel that your complaints are handled fast?   

     

a) Yes 

b) Somehow/Slightly 

c) No-----skip all the questions in this sub-section 

 

2) If your answer is ‘Yes’ or ‘Somehow’, has this affected your feelings about the 

bank?  If yes, please explain.  

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

---------------------------------------------------------- 

 

 

 

3) Has this affected the number of times you deposit and withdraw money from your 

bank account?  If yes, please explain. 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

4) What should be done to improve the complaint management process?    

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

H) Privacy 

1. Do you fear or feel that your privacy may be compromised because of keeping your 

money in a commercial bank?  
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a) Yes 

b) Somehow/slightly 

c) No----------------------- skip all the questions in this sub-section. 

 

 

 

 

2. If your answer is ‘Yes’ or ‘Somehow’, how do you think or feel your privacy may 

be compromised?  Give examples. 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

 

 

 

 

3. Has this affected your feelings about the quality of banking services you receive?  

If yes, please explain.   

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------- 

 

 

4. Has this affected the number of times you deposit or withdraw money from your 

bank account?  If yes, please explain. 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------- 

5. What should banks do to make you feel that your privacy will not be compromised?  

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------
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-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

 

I) Complicated instructions when using mobile phones for banking 

 

1. Do you use your mobile phone to access banking services? 

a) Yes  

b) No 

2. If your answer is yes, do you find the instructions for using your phone easy to 

understand and follow? 

a) Yes 

b) No 

 

3. If your answer is ‘No’ please explain what is difficult to understand. 

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------- 

J) Other factors 

1) Are there any other factors apart from the ones discussed above which has impacted 

on your feelings about banks or the number of times you deposit and withdraw 

money?  

 

2) If yes, please state them and explain how they have affected you. 

 

a) Feelings about the bank 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

b) Number of times you deposit or withdraw money  

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

 

 

 



 

 

 

291 

 

K) Covid 19 

1) Has the Covid 19 pandemic affected your feelings about commercial banks in any 

way?  If yes, please explain.   

------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------ 

2) Has the Covid 19 pandemic affected the number of times you deposit and withdraw 

money from your bank?  If yes, please explain. 

------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------- 

 

  Thank you for accepting to be a part of this study! 
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Appendix  5: Open ended questionnaire for employed middle class on quality of banking 

services 

 

Dear respondent, thank you for accepting to give additional information on your views regarding 

financial inclusion.  The purpose of this questionnaire is to enable the researcher obtain an in-depth 

understanding of the major factors which affect the quality of basic banking services accessed by 

the employed middle class.  Emphasis is placed on depositing and withdrawing money.  You have 

the option not to answer any question that you are not comfortable with.  

 

A) General information 

1. Name------------------------------------------------------------------------- 

 

2. Telephone No or e-mail: ----------------------------------------------- 

 

3. Are you satisfied with the quality of banking services you receive from your bank 

with respect to depositing and withdrawing money? 

a) Yes 

b) Slightly 

c) No 

 

B) Trust in the banking sector 

1. Do you feel that you can trust your bank or the banking sector? 

 

a) No 

b) Slightly 

c) Yes-------skip all the questions in this sub-section 

 

2. If your answer is ‘slightly’ or ‘No’ please explain why you don’t trust your bank 

or the banking sector.  Give examples. 

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------- 
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3. Has this affected your feelings about the quality of services you get from your 

bank?  If yes, please explain.   

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------- 

 

 

4. Has this affected the number of times you deposit or withdraw money from your 

bank account?  If yes, please explain. 

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------ 

5. How can your trust in the banking sector or bank be improved?   

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------- 

 

 

C) Fear of Bank closure 

1. Do you have any fear that your bank may be closed? 

a) Yes 

b) Sometimes 

c) No----------(skip all the questions in this section) 

 

2. If your answer is ‘sometimes’ or ‘yes’, why do you have this fear?  Please 

explain. 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------
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-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------ 

 

3. Has this fear affected your decision not to open a bank account or close your bank 

account?  

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------ 

 

4. Have you ever heard about the Deposit Protection Fund of Uganda?  If yes, what 

do you know about it. 

---------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------- 

 

D) Privacy 

1. Do you fear or feel that your privacy may be compromised because of keeping your 

money in a commercial bank?  

    

a) Yes 

b) Somehow/slightly 

c) No----------------------- skip all the questions in this sub-section. 

 

 

 

 

2. If your answer is ‘Yes’ or ‘Somehow’, how do you think or feel your privacy may 

be compromised?  Give examples. 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 
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3. Has this affected your feelings about the quality of banking services you receive?  

If yes, please explain.   

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------- 

 

 

4. Has this affected the number of times you deposit or withdraw money from your 

bank account?  If yes, please explain. 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------- 

5. What should banks do to make you feel that your privacy will not be compromised?  

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

 

E) High Bank charges 

1. Do you feel that bank charges are high?       

 

a) Yes 

b) Somehow/slightly 

c) No--------- skip all the questions in this section 

 

2. If your answer is ‘Yes’ or ‘Somehow’, give examples of charges which you feel 

are high?  

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 
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3. Have these charges affected your feelings about the quality of banking services you 

receive?  If yes, please explain. 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

4. Have the charges affected the number of times you deposit or withdraw money 

from your bank account?  If yes, please explain.  

 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------- 

5. What should be done to address the issue of bank charges.  

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------- 

F) Undisclosed Bank charges 

1. Do you feel that you pay for unclear, unfair or undisclosed bank charges?       

a) Yes 

b) Sometimes 

c) No -------------- skip all the questions in this sub-section 

 

2. If your answer is ‘Yes’ or ‘Sometimes’ give examples of charges that you pay for 

and don’t understand why or feel are unfair.   

-------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------- 

 

3. Have these types of charges affected your feelings about the quality of banking 

services you receive?  If yes, please explain.  

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------
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---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------- 

4. Have these charges affected the number of times you deposit or withdraw money 

from your bank account?  If yes, please explain. 

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------ 

5. What should be done to address the problem of undisclosed/ unclear/unfair bank 

charges?     

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------- 

 

G) Long lines in the banking halls and at ATMs   

1. Do you feel that the lines at the banking points (halls and ATMs) are long?      

a) Yes 

b) Somehow/slightly 

c) No----------------------skip all the questions in this sub-section. 

 

 

2. If your answer is ‘Yes’ or ‘Somehow’, has this affected your feelings about the 

quality of banking services you receive?  If yes, please explain.     

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

 

 

 

3. Has this affected the number of times you deposit or withdraw money from your 

bank account?  If yes, please explain. 

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------
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---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------ 

4. What should be done to reduce lines in the banking hall or ATMs.   

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------ 

 

H) ATM Reliability  

1. Do you feel that ATMs are reliable?      

a) N/a----------------------go to question (5) 

b) Yes-----------------------skip all the questions in this sub-section. 

c) No 

d) Somehow/Slightly 

 

 

2. If your answer is ‘No’ or ‘Somehow’, why do you feel ATMs are not reliable.  Give 

a few examples.    

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

 

 

 

 

3. Has this affected your feelings about the quality of banking services you receive?  

If yes, please explain. 

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------- 

 

4. Has this affected the number of times you deposit or withdraw money from your 

bank account?  If yes, please explain. 

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------- 

5. If your answer in (1) above is ‘n/a’ please explain why you prefer not to use ATM 

services. 
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-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

6. What should be done to make more Ugandans use ATMs.     

 

 

I) Reliability of Internet for banking 

1. Do you feel that internet services are reliable?      

 

a) N/a --------------- go to question (5) 

b) Yes-------------skip all the questions in this sub-section 

c) No 

d) Somehow/Slightly 

 

2. If your answer is ‘No’ or ‘Somehow’, why do you feel the internet is not reliable, 

give examples.   

 -------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------  

 

 

3. Has this affected your feelings about the quality of banking services you receive?  

If yes, please explain. 

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------- 

 

4. Has this affected the number of times you deposit or withdraw money from your 

bank account?  If yes, please explain. 

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

--------------------------------------------------------------- 

5.  If your answer in (1) is n/a, please explain why you don’t use internet banking 

services. 
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-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------- 

6. What should be done to make more Ugandans use internet services?   

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------- 

 

 

J) Complaint Management    

1. Do you feel that your complaints are handled fast?       

a) Yes 

b) Somehow/slightly 

c) No 

 

 

2. If your answer is ‘No’ or ‘Somehow’, has this affected your feelings about the 

quality of banking services you receive?  If yes, please explain.     

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

 

 

 

 

3. Has this affected the number of times you deposit or withdraw money from your 

bank account?  If yes, please explain. 

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------- 

 

4. What should be done to improve complaint management?    
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K) USING MOBILE PHONE FOR BANKING 

1. Do you use your mobile phone for banking? 

a) Yes 

b) No 

  

2. If you use your phone for banking, please explain why you use it and how it affects 

your feeling on the quality of banking services you receive. 

 

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------- 

f) OTHER FACTORS 

 

1. Are there any other factors apart from the ones discussed above which have 

impacted on the quality of banking services you receive or the number of times you 

deposit and withdraw money?  

 

 

 

2. If yes, please state them and explain how they have affected you. 

 

b) Feelings about the quality of banking services 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

3. Number of times you deposit or withdraw money  

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------- 

g) Covid 19 

1. Has the Covid 19 pandemic affected your feelings about commercial banks in any 

way?  If yes, please explain.   

------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------ 
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2. Has the Covid 19 pandemic affected the number of times you deposit and withdraw 

money from your bank?  If yes, please explain. 

------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------ 

 

  Thank you for accepting to be a part of this study! 
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Appendix  6: Survey Questionnaire for Pilot Study (Middle and low income earners)  

 

Dear respondent, thank you for accepting to be a part of this study. This research is intended to 

gain a deeper understanding of the barriers to financial inclusion impacting on urban dwellers. 

Your response will therefore contribute towards efforts geared at improving access to financial 

services in Uganda. You have the right not to answer questions that you are not comfortable with.  

 

Kindly circle or tick the appropriate answer. 

 

A) BIO- DATA 

 

1. Name:-------------------------------------------------------------------------------------------------- 

 

2. Telephone no.---------------------------------------------------------------------------------------- 

 

3. Place of residence:---------------------------------------------------------------------------------- 

 

4. Place of work/Type of business/Occupation:----------------------------------------------- 

 

5. Gender: 

c) Male 

d) Female 
 

6. Age: 

e) 25 to 35 

f) 36 to 65 

 

7. Education: 

h) Primary 

i) O-level 

j) A- Level 

k) Tertiary 

l) None 

 

 

8. Religion 

d) Christian 

e) Muslim 

f) Others 

 

 

9. Employment status 

a) Salaried worker 

b) Wage earner 

c) Self-employed 
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d) Not employed 

 

 

10. Marital status 

a) Married couple 

b) Single Mother 

c) Single Father 

 

 

11. Nature of household 

a) Nuclear family 

b) Extended family 

 

12.   Nature of accommodation 

a) Permanent 2 or 3 bedroomed house 
b) Permanent single or double roomed house 

c) Semi-permanent house 

d) Temporary structure  

 

13. Ownership of premises where one resides 

a) Own land with land title in your names 

b) Own land without land title  

c) Tenant  

d) Sub-tenant 

e) Free accommodation 

 

14. Approximate distance of your home to the commercial bank. 

a) Less than 1 km 

b) 1 km to 2km 

c) 2km to 5 km 

d) 5km to 10 km 

e) Above 10 km. 

 

 

15. Distance of your place of work to a commercial bank. 

 

a) Less than 1 km 

b) 1 km to 2km 

c) 2km to 5 km 

d) 5km to 10 km 

e) above 10 km. 

f) Not applicable 

 

16. i)Personal income per month (UGX)- net of statutory deductions like taxes. 

a) less than 100,000 per month 
b) 100,001 to 500,000 per month 
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c) 500,001 to 1,000,000 per month 

d) 1,000,001 to 2,000,000 per month 

e) 2,000,001 to 5,000,000 per month 

f) above UGX 5,000,000 per month 

 

OR 

 

ii)Personal income per week (UGX) 

a) Less than 20,000 per wek 

b) 20,001 to 100,000 per week 

c) 100,001 to 200,000 per week 

d) 200,001 to 1,000,000 per wek 

e) Above 1,000,000 per week 

 

17. i) Personal monthly savings (UGX) 
a) less than 100,000 per month 

b) 100,001 to 500,000 per month 

c) 500,001 to 1,000,000 per month 

d) 1,000,001 to 2,000,000 per month 

e) 2,000,001 to 5,000,000 per month 

f) above 5,000,000 per month 

OR 

 

ii)Personal weekly savings 

a) Less than 20,000 per week 

b) 20,001 to 100,000 per week 

c) 100,001 to 200,000 per week 

d) 200,001 to 1,000,000 per wek 

e) Above 1,000,000 per week 

 

 

B) DEPOSIT ACCOUNT 

 

1) Do you have a deposit account with a commercial bank?  

c) Yes (go to qtn 2 – 15) 

d) No (go to qtn 16) 

 

2) In which banks do you hold deposit accounts? (choose from the attached list) 

-------------------------------------------------------------------------------------------------------------- 

-------------------------------------------------------------------------------------------------------------- 

3) What type of deposit account do you have? 

b) Current account 

c) Savings account 

d) Fixed Deposit 

 
4) How do you operate your account? 
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a) Using cash counters 

b) Using ATMs 

c) Using mobile banking services which I access on my phone. 

d) Using internet banking 

e) Using a combination of the above (please tick) 

 

5) How do you feel about the means that you use to operate your account as indicated in (3) 

above? 

a) Very good 

b) Good 

c) Fair 

d) Bad 

 

 

6) How did you get to know about the product?  
a) Marketing drive- radio, tv, campaign 

b) Through a friend or relative 

c) Walked to the Bank 

d) Through place of work 

e) Had a business relationship with the bank 

f) None of the above 

 

7) For how long have you operated this account? 

a) Less than 6 months 

b) More than 6 months but less than 1 year 

c) More than 1 year but less than 2 years 

d) More than 2 years but less than 5 years 

e) More than 5 years 

 

8) Why did you choose to use a commercial bank? 

a) Requirement from the employers. 

b) I feel my money is safer in a commercial bank than elsewhere. 

c) I needed to receive remittances from abroad. 

d) A friend or relative advised me. 

e) The banks charge lower fees. 

f) I wanted to access a credit facility. 

g) Other reasons (briefly 

state)……………………………………………………………… 

…………………………………………………………………………………………

………. 

…………………………………………………………………………………………

………. 

9) If your bank was closed where would you keep your money and why?  

 

a) In another commercial bank 
b) At home 
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c) With a friend 

d) With other financial institutions which are regulated by Bank of Uganda 

e) With SACCOs 

f) With Village savings associations 

g) In land or other property  

h) None of the above (please 

state)………………………………………………………… 

 

 

State reasons for your answer  

above………………………………………………………………………………………

……………....................................................................................................................................... 

………………………………………………………………………………………………

……… 

 
 

10) If you had a chance to close your account with your current bankers, where would you put 

your money and why? 

 

a) In another commercial bank 

b) At home 

c) With a friend 

d) With other financial institutions which are regulated by Bank of Uganda 

e) With SACCOs 

f) With Village savings associations 

g) In land or other property  

h) None of the above (please 

state)……………………………………………………………………………………

…………………………………………………………………………………………. 

 

 

State reasons for your answer above: 

……………………………………………………………………………………………… 

……………………………………………………………………………………………… 

 

 

 

11) Do you have a deposit account with another financial institution? If yes, please state where 

and why: 

a)  Credit Institution regulated by Bank of Uganda (see attached list) 

b)  Deposit Taking Micro-finance institutions Regulated by Bank of Uganda (see 

attached list) 

c)  SACCO (see attached list for examples) 

d) Village Savings account 

e) Other 
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 State reason for the having addittional accounts:………………………………………….. 

 ……………………………………………………………………………………………… 

 …………………………………………………………………………………………… 

 …………………………………………………………………………………………… 

12) Are the services you get from the other financial institutions better than those you receive 

from a commercial bank? Explain your answer 

a. Much better 

b. Slightly better 

c. No difference 

d. Worse than the commercial bank 

e. I don’t know 

Explanation for the answer given 

above:………………………………………………………………………………………. 

……………………………………………………………………………………………… 

……………………………………………………………………………………………… 
………………………………………………………………………………………………

……………………………………………………………………………………………… 

 

 

 

13) Have you ever thought of closing your deposit account with a commercial bank or closed 

your deposit account with a commercial bank? 

 

e) Yes (go to qtn. 14) 

f) No 

 

 

 

14) If yes, were you affected by the following factors?      

 

 

No. Factor No Yes 

1. Bank was not 

connected to the 

interbank ATM 

switch 

  

2. Banking hall was 

too sophisticated. 
  

3. High fees and 

charges 
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4. Long lines in 

banking hall and 

ATM 

  

5. Rude staff    

6. Poor handling of 

customer 

complaints 

  

7. High minimum 

balance 
  

8. Fear of bank 

closure 
  

9. Unstable internet 

connection 
  

10. High transport 

costs 
  

11. Long distance to 

the bank 
  

12. Reduced privacy   

13. Opening hours 

not flexible 
  

14. Bad personal 

experience 
  

15. Bad 

experience of 

someone I 

knew. 

  

16. Bad 

experience I 

read about on 

social media 

  

17. Product not 

relevant  
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18. Religious 

reasons 

  

19. I was despised 

for  depositing 

small amounts 

  

20. I felt that I was 

given less 

attention 

because of my  

English accent 

  

21 Unstable 

mobile money 

connection 

  

22  Unreliable 

ATMs 

  

23 Had another 

bank account 

which gave 

better services 

  

24 Had another 

account with 

another 

financial 

institution 

which gave 

better services. 
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15)  Please list those factors which affected you the most and explain why.  

……………………………………………………………………………………………… 

……………………………………………………………………………………………… 

………………………………………………………………………………………………

……………………………………………………………………………………………… 

……………………………………………………………………………………………… 

16) Has your financial status improved since you started saving with a commercial bank? 

a)  Very much 

b)  Much 

c)  Slightly 

d) No change 

e)  I am worse off  

 

17) Please explain your answer in 17 

above:…………………………………………………………………………………………
………………………………………………………………………………………………

………………………………………………………………………………………………

………………………………………………………………………………………………

……………………………………………………………………………………………… 

 

 

18) If you don’t have an account with a commercial bank, how have the factors tabulated below 

affected your decision? 

 

 

No. Reason Very 

Important 

Important Slightly 

Important 

Not  

Important 

Not 

Applicable 

1. Too many 

requirements 

for opening 

up a bank 

account 

     

2. Banking hall 

was too 

sophisticated. 

     

3. High fees and 

charges 
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4. Long lines in 

banking halls 

and ATM 

    

 

 

 

 

 

5. Rude staff      

6. Poor handling 

of customer 

complaints 

     

7. High 

minimum 

balance 

     

8. Fear of bank 

closure 

     

9. A family 

member 

already had 

an account. 

     

10. High 

transport 

costs 

     

11. Long distance 

to the bank 

     

12. Reduced 

privacy 

     

13. Opening 

hours not 

flexible 
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14. Bad personal 

experience 

     

15. Bad 

experience of 

someone I 

knew. 

     

16. Bad 

experience I 

read about on 

social media 

     

17. Products not 

relevant  

     

18. Religious 

reasons 

     

19. I felt that I 

would be  

despised for  

depositing 

small 

amounts 

     

20. I felt that I 

would be 

given less 

attention 

because of my 

English 

accent 

     

21 Unfriendly 

marketiers 

     

22  Unreliable 

ATMs 
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23 I could not 

understand 

the basis 

terms and 

conditions 

     

24 Had an 

account with 

another 

financial 

institution 

which gave 

better 

services. 

     

25 No one has 

marketed 

banking 

services to me 

     

 

  

 

 

C) CREDIT FACILITY  

1) Do you have a credit facility with a commercial bank? 

a) Yes (go to qtn 2 - 6) 

b) No (go to qtn 7 - 

 

 

2) What type of credit facility do you have? 

a) Loan 

b) Overdraft 

c) Other 

3) How did you get to know about the facility? 

a) Marketing drive 

b) Through a friend or relative 

c) Walked to the Bank 
d) None of the above (please state) 
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4) Are you happy with the credit facility? 

a) Yes 

b) No……..go to next question 

 

5) Rank how unhappy you are with the facility: 

 

 

No. Reason Very  

unhappy 

unhappy  Slightly 

unhappy 

Not 

Applicable 

1. Unexplained charges 

on my account 

 

    

2. Poor handling of 

customer complaints 

    

3. Long lines in the 

banking hall 

    

4. Terms and conditions 

keep changing 

 

    

5. Repayment schedule 

not followed. 

    

6. Heavy penalties incase 

of delayed payment. 

    

7. Staff ask for bribes to 

renew or reschedule  

facility. 

    

8. It takes long to renew 

facilities even when it 

has been performing 

well. 

    

9. Facility does not suite 

my needs 
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10. My financial well being 

has not improved. 

    

 

 

 

6) For factors which make you very unhappy or unhappy please explain more:  

-------------------------------------------------------------------------------------------------------------------  

-------------------------------------------------------------------------------------------------------------------  

-------------------------------------------------------------------------------------------------------------------  

--------------------------------------------------------------------------------------------------------------------  

------------------------------------------------------------------------------------------------------------------- 

 

7) If you don’t have a credit facility with a commercial bank, where do you get your credit 

facilities? 

 

a) Family and friends 

b) Money lenders 

c) Credit institutions regulated by BoU 

d) Deposit taking micro-finance institutions 

e) SACCOs 

f) Village savings groups 

g) Other 

h) Not applicable (I don’t get credit facilities) 

 

 

8) If you have credit facilities from other sources how did the factors below influence your 

decision to get such a facility?  

 

No. Reason Very  

Important 

Important  Not very 

important 

Not 

Applicable 

1. I could qualify for a 

larger facility despite 

my income level. 

 

    

2. They could give me 

credit without 

collateral 
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3. They could give me 

credit despite me 

having lower collateral 

    

4. Their facility had 

lower interest charge 

 

    

5. Their facility had 

lower bank charges 

    

6. It was faster to get the 

facility 

    

7. The required 

documentation was 

easier to get. 

    

8. I was unfairly denied a 

credit facility from a 

bank 

    

9. I had gone through a 

bad experience with a 

bank loan 

    

10. Someone close to me 

had had a bad 

experience with a 

bank loan 

    

11. I was affected by 

negative information 

obtained from social 

media 

    

12. The bank staff asked 

for bribes in order for 

me to get a facility 
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9) For factors rated very important and important, please explain more.  

-------------------------------------------------------------------------------------------------------------------- 

------------------------------------------------------------------------------------------------------------------- 

-------------------------------------------------------------------------------------------------------------------- 

-------------------------------------------------------------------------------------------------------------------  

------------------------------------------------------------------------------------------------------------------- 

------------------------------------------------------------------------------------------------------------------- 

 

 

 

 

10) Have you ever been denied a credit facility in any bank?  

a) No  

b) Yes (go to next qtn) 

 
11) What were the major reasons given by the bank for denying you a credit facility? Tick the 

appropriate box. 

 

No. Reason Most 

Important 

important  Not very 

important 

Not 

applicable 

1. Low income level 

 

    

2. Lack of land 

 

    

3. Poor credit rating 

 

    

4. Wrong information 

provided by the 

credit reference 

bureau 

 

    

5. Lack of credit 

history 
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6. Lack of other forms 

of collateral 

 

    

7. Heavily indebted 

 

    

8. Reason not 

disclosed 

 

    

 
 

 

 

12) Have you ever chosen to exit your credit relationship with a commercial bank?  

a) Yes (go to next question) 

b) No 

 

13) If yes, how important were the factors below in your decision making process. 

 

No. Reason Very 

Important 

Important Slightly 

Important 

Not  

Important 

Not 

Applicable 

1. Unexplained 

charges on my 

account 

 

     

2. High fees and 

charges 

     

3. Staff asked for 

bribes 

     

4. Rude staff       

5. Poor handling 

of customer 

complaints 
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6. The loan 

repayment 

terms and 

conditions 

were not clear. 

 

     

7. I felt I would be 

better off 

without a bank 

facility 

 

     

8. I got into 

temporary 

financial 

difficulties and 

the bank did 

not help me 

manage my 

finances better. 

 

     

9. I felt my 

privacy was 

compromised 

after getting the 

facility 

     

10. Bad experience 

of someone I 

knew. 

     

11. Bad experience 

I read about on 

social media 

     

12. Product not 

relevant  

     

13. Religious 

reasons 
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14. I was despised 

for  depositing 

small amounts 

     

15. I felt that I was 

given less 

attention 

because of my  

English accent 

     

17.  A nother 

financial 

institution was 

offering to give 

me a similar 

facility at better 

rates. 

     

 

 

14) For factors rated most important and important please explain 
more:………………………………………………………………………………………

………………………………………………………………………………………………

………………………………………………………………………………………………

………………………………………………………………………………………………

……………………………………………………………………………………………… 

  

 

15) When you closed your relationship with the bank did you resort to: 

a) Another commercial bank 

b) Another financial institution regulated by Bank of Uganda. 

c) A money lender 

d) A SACCO or Village saving account. 

e) Friends and relatives 

 

16) If you have credit facilities from other sources, do you think their services are:  

a) Much better 

b) Slightly better 

c) No difference 

d) Worse than the commercial bank 

 

17) If your answer is to the above is a) or b) please state which aspects were/are better.  
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Open ended questions - Urban middle class and Urban poor 

 

 

a) What is your perception about the general economic situation  in the country?   

 

 

b) Do you feel that commercial banks in Uganda play an important role in improving the 

welfare of the ordinary Ugandan? 

 

 

c) Do you think that commercial banks in urban areas have put in sufficient effort to 

reach out to the urban population? 

 

 

d) If you have a bank account with a commercial bank, would you recommend others to 
do the same? And why? 

 

 

  

e) What is you view on the reason why most of the urban population do not opt for 

formal bank accounts.  

 

f) How would you advise banks to improve their services. 

 

g) What do you think Government could do in order to expand access to commercial 

banking services. 
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Appendix  7: Questionnaire for Pilot Study - Commercial Bank staff  

 

Dear respondent, thank you for accepting to be a part of this study. This research is intended to 

gain a deeper understanding of the challenges commercial banks face in promoting access to 

financial services to urban dwellers. Your response will therefore contribute towards efforts geared 

at improving access to financial services in Uganda. You have the right not to answer questions 

that you are not comfortable with.  

 

Kindly circle or tick the appropriate answer. 

 

 

A) GENERAL INFORMATION 

 

1. Name:……………………………………… 

 

2. Phone no…………………………………… 

 

3. Department……………………………….. 

 

4. Major responsibility………………………. 

 

 

 

B) SUPPLY RELATED BARRIERS TO FINANCIAL INCLUSION – SENIOR 

MANAGEMENT STAFF (Deposit and credit mobilisation). 

 

1. Do you have a corporate strategy on financial inclusion? Please explain: 

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

……............................................................................................................................................

....................................................................................................................................................

....................................................................................................................................................

.................................................................................................................................................... 
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2. In terms of strategy, which customers do your target? Low income earners, middle class and/or 

high income earners. Please explain why. 

....................................................................................................................................................

....................................................................................................................................................

....................................................................................................................................................

....................................................................................................................................................

....................................................................................................................................................

....................................................................................................................................................

....................................................................................................................................................

....................................................................................................................................................

.................................................................................................................................................... 

 

 

 

3. Do the following factors impact on your bank’s ability to provide banking services to the 

middle class and low income earners living in urban areas? Please tick ‘Yes’ or ‘No’.  

 

No. Factor Urban Middle Class Urban low income earners 

  No Yes N/A No Yes N/A 

1. Absence of a 

national ATM 

switch which 

makes ATM 

services more 

expensive 

across banks.  

      

2. Lack of credit 

history from the 

credit reference 

bureau.  

      

3. Inaccurate 

information 

maintained by 

the credit 

reference 

bureau 

      

4. High cost of 

maintaining 

many small 
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deposit 

accounts.   

 Failure of 

customers to 

meet your 

internal credit 

rating score. 

      

5. High cost of 

designing 

products for 

small 

customers.  

      

5. Absence of 

Government 

incentives to 

reduce the cost 

of handling 

small deposits 

and loans. 

      

6. High cost of 

monitoring 

numerous small 

loans given to 

small 

customers. 

      

7. High costs of 

regulation 

which are 

transferred to 

the customer.  

      

8. Competition 

from other 

services 

providers 
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9. Few banks that 

provide for the 

lower end of 

the market 

hence placing a 

lot of pressure 

on those which 

offer such 

services. 

      

10. Poor internet 

connectivity in 

the country 

      

 

 

 

4. For answers ticked ‘Yes’, please explain further.   

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------------- 

5. Do you think commercial Banks in Uganda have contributed to financial inclusion amongst 

the urban population especially the low and middle income earners? 

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------- 

6. What do you think should be done at bank and national level to reduce on the impact of supply 

related barriers to financial inclusion?  

7. Bank level: 
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---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------- 

       National Level: 

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------------- 

 

 

 

C) DEMAND RELATED BARRIERS TO FINANCIAL INCLUSION AS PERCEIVED BY 

COMMERCIAL BANKS – DEPOSIT MOBILISATION 

 

 

1. From your experience, what are the major challenges which low-income earners face in 

accessing and using deposit services in your bank?  

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

………………………………………………………………………………………………. 
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2. From your experience, what are the major challenges which middle income earners face in 

accessing and using deposit services in your bank? 

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------  

3. Do you share basic financial literacy tips with prospective customers? 

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

------------------------------------------------- 

 

4. What are the major reasons given by the low income earners and middle class for closing 

deposit accounts in your bank? 

Low 

income…………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

………………………………. 

Middle 

income…………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

……………………………………… 

 

 

D) DEMAND RELATED BARRIERS TO FINANCIAL INCLUSION AS PERCEIVED BY 

THE BANKS – CREDIT MOBILISATION 

 

1. From your experience, what are the major challenges which low-income earners face in 

accessing and using credit facilities in your bank?  

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………
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…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

………………………………………………………………………………………………. 

2. From your experience, what are the major challenges which middle income earners face in 

accessing and using credit facilities in your bank? 

       ---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------- 

 

 

3. What are the major reasons given by the low income earners and middle class for exiting credit 

relationships with your bank?  

Low 

Income…………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

………………………………. 

Middle 

income…………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

……………………………………… 

4. Do you share basic financial literacy tips with prospective customers? 

 

…………………………………………………………………………………………………

…………………………………………………………………………………………………
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…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………… 

 

5. If a customer encounters financial difficulties when servicing a credit facility do you take time 

to give them appropriate financial management advise? Yes or No. Please 

explain…………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

…………………………………………………………………………………………………

………………………………………………………… 

 

 

 

E) GENERAL QUESTIONS FOR ALL STAFF OF COMMERCIAL BANKS 

 

1. What is your view of the state of the Ugandan economy? 

………………………………………………………………………………………………………

………………………………………………………………………………………………………

………………………………………………………………………………………………………

………………………………………………………………………………………………………

………………………………………………………………………………………………………

………………………………………………………………………………………………………

………………………………………………………………………………………………………

………………………………………………………………………………………………………

………………………… 

 

 

2. At the end of the year, is your performance and financial reward tagged to the number of 

customers you attract to the banks?   

………………………………………………………………………………………………………

………………………………………………………………………………………………………

………………………………………………………………………………………………………

………………………………………………………………………………………………………

………………………………………………………………………………………………………

………………………………………………………………………………………………………

……………………………………………………………………………………………………… 
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Appendix  8: Case processing summary- Factors affecting access to bank accounts by the trading 

middle class 

 

Table  a – Full model  

 

Case Processing Summarya 

Unweighted Casesb N Percent 

Selected Cases Included in Analysis 226 72.7 

Missing Cases 85 27.3 

Total 311 100.0 

Unselected Cases 0 .0 

Total 311 100.0 

a. Formally employed = no 

b. If weight is in effect, see classification table for the total number of 

cases. 

 

Table b- Parsimonious model 

 

Case Processing Summarya 

Unweighted Casesb N Percent 

Selected Cases Included in Analysis 282 90.7 

Missing Cases 29 9.3 

Total 311 100.0 

Unselected Cases 0 .0 

Total 311 100.0 

a. Formally employed = no 

b. If weight is in effect, see classification table for the total number of 

cases. 
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Table c  - Descriptive Statistics 

 Descriptive Statisticsa 

  Mean Std. Deviation N 

 Comm. Bank Account .46 .499 311 

1 Gender .65 .478 311 

2 Marital status .32 .465 311 

3  Age Group 1.58 .495 311 

4 Education 1.59 .492 311 

5 Religion .23 .425 311 

6 Monthly Expenditure .66 .771 311 

7 Trust 1.71 .711 308 

8 Distance 2.76 .603 268 

9 Privacy 1.58 .791 284 

10 Marketing 2.52 .843 305 

11 Trained on saving 2.08 .992 303 

12 Shared account 2.92 .370 308 

13 Safer elsewhere 1.57 .782 307 

14 High bank charges 1.33 .660 271 

 a. Formally employed = no 

  

 

 

 Table d- money safer elsewhere 

Do you feel your money is Safer elsewhere than in a bank?  

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid yes 188 60.5 61.2 61.2 

slightly 63 20.3 20.5 81.8 

no 56 18.0 18.2 100.0 

Total 307 98.7 100.0  

Missing na 4 1.3   

Total 311 100.0   

a. Formally employed = no 
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Table e- Trust in the banking sector 

Do you trust the banking sector?  

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid no 135 43.4 43.8 43.8 

slightly 127 40.8 41.2 85.1 

yes 46 14.8 14.9 100.0 

Total 308 99.0 100.0  

Missing na 3 1.0   

Total 311 100.0   

a. Formally employed = no 
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Appendix  9: Linear Probability Model (Parsimonious Model) - Coefficients and significance of 

variables in the equation of access to bank accounts by middle class traders.  

 

Coefficientsa,b 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

Correlations Collinearity Statistics 

B Std. Error Beta 

Zero-

order Partial Part Tolerance VIF 

1 (Constant) -.394 .160  -2.461 .014      

Marital status .112 .061 .105 1.832 .068 .124 .110 .095 .828 1.207 

 Age Group .093 .058 .092 1.597 .111 -.049 .096 .083 .818 1.222 

Education .098 .055 .097 1.771 .078 .163 .106 .092 .905 1.105 

Trust .146 .045 .208 3.220 .001 .388 .190 .167 .646 1.547 

Privacy -.054 .035 -.086 -1.563 .119 .070 -.094 -.081 .888 1.127 

Safer 

elsewhere 

.224 .040 .351 5.596 .000 .440 .319 .291 .687 1.455 

a. Formally employed = no 

b. Dependent Variable: Comm. Bank Account 

 

Appendix  10: Binary Logistic Regression  (Parsimonious Model) - Coefficients and significance 

of variables in the equation of access to bank accounts by middle class traders.  

 

Variables in the Equationa 

 B S.E. Wald df Sig. Exp(B) 

95% C.I.for EXP(B) 

Lower Upper 

Step 1b Religion -.611 .346 3.125 1 .077 .543 .276 1.069 

Trust .662 .235 7.945 1 .005 1.939 1.224 3.074 

Privacy -.332 .198 2.818 1 .093 .717 .487 1.057 

Safer elsewhere 1.293 .231 31.403 1 .000 3.642 2.318 5.724 

Constant -2.510 .451 31.046 1 .000 .081   

a. Formally employed = no 

b. Variable(s) entered on step 1: Religion, Trust, Privacy, Safer elsewhere. 
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 Appendix  11: Statistical tests  – factors affecting access to bank accounts by the trading middle 

class 

 

Table a – Residuals Statistics- LPM (full model) 

Residuals Statisticsa,b 

 Minimum Maximum Mean Std. Deviation N 

Predicted Value -.07 1.08 .50 .267 226 

Std. Predicted Value -2.047 2.392 .142 1.033 226 

Standard Error of Predicted 

Value 

.073 .199 .108 .023 226 

Adjusted Predicted Value -.08 1.08 .49 .271 226 

Residual -.969 1.022 .096 .427 226 

Std. Residual -2.204 2.323 .219 .971 226 

Stud. Residual -2.263 2.384 .225 1.004 226 

Deleted Residual -1.022 1.076 .102 .457 226 

Stud. Deleted Residual -2.284 2.409 .226 1.006 226 

Mahal. Distance 5.678 48.116 14.190 7.357 226 

Cook's Distance .000 .061 .005 .008 226 

Centered Leverage Value .024 .200 .059 .031 226 

a. Formally employed = no 

b. Dependent Variable: Comm. Bank Account 

 

Table  b- Omnibus test – Binary Logistic Regression (full model) 

Omnibus Tests of Model Coefficientsa 

 Chi-square df Sig. 

Step 1 Step 68.057 14 .000 

Block 68.057 14 .000 

Model 68.057 14 .000 

a. Formally employed = no 

 

 

Table c- Model Summary- Binary logistic regression (full model)  

Model Summarya 

Step -2 Log likelihood 

Cox & Snell R 

Square 

Nagelkerke R 

Square 
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1 237.394b .260 .351 

a. Formally employed = no 

b. Estimation terminated at iteration number 5 because 

parameter estimates changed by less than .001. 

 

Table  d- Hosmer and Lemeshow Test- Binary Logistic Regression (full model) 

Hosmer and Lemeshow Testa 

Step Chi-square df Sig. 

1 4.791 8 .780 

a. Formally employed = no 

 

Table e- Classification Table- Binary Logistic Regression (full model) 

Classification Tablea,b 

 

Observed 

Predicted 

 
Comm. Bank Account Percentage 

Correct 
 

no yes 

Step 1 Comm. Bank Account no 61 31 66.3 

yes 28 106 79.1 

Overall Percentage   73.9 

a. Formally employed = no 

b. The cut value is .500 
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Appendix  12: Case processing summary - factors affecting usage of banking services by middle 

class traders 

 

Table a:  Full model 

Case Processing Summarya 

Unweighted Casesb N Percent 

Selected Cases Included in Analysis 108 75.5 

Missing Cases 35 24.5 

Total 143 100.0 

Unselected Cases 0 .0 

Total 143 100.0 

a. Comm. Bank Account = yes, Formally employed = no 

 

b. If weight is in effect, see classification table for the total number of 

cases. 

 

 

Table b: parsimonious model 

Case Processing Summarya 

Unweighted Casesb N Percent 

Selected Cases Included in Analysis 137 95.8 

Missing Cases 6 4.2 

Total 143 100.0 

Unselected Cases 0 .0 

Total 143 100.0 

a. Comm. Bank Account = yes, Formally employed = no 

b. If weight is in effect, see classification table for the total number of 

cases. 
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Appendix  13: Full models- Coefficients and significance of variables in the equation of usage of 

bank accounts by middle class traders.  

 

Table a: LPM  Full Model  

 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

f1 (Constant) 1.914 .584  3.276 .001 

Gender .066 .089 .066 .742 .460 

Marital status .053 .099 .053 .536 .593 

 Age Group .022 .097 .023 .229 .819 

Education -.009 .097 -.008 -.091 .928 

Religion -.148 .109 -.115 -1.360 .177 

Monthly Expenditure -.020 .062 -.032 -.329 .743 

Are you satisfied with the quality of 

banking services? 

.262 .078 .357 3.365 .001 

Do you trust the banking sector? -.040 .075 -.055 -.526 .600 

Do you feel banks are far away? 

Distance 

-.027 .073 -.032 -.371 .712 

Do you fear that your privacy may 

be compromised? 

-.095 .060 -.151 -1.595 .114 

Has anyone marketed banking 

products to you?  

-.071 .055 -.121 -1.285 .202 

Have you been trained on how to 

save?  

-.057 .045 -.117 -1.286 .202 

Do you share a bank account with 

anyone?  

-.115 .121 -.084 -.948 .346 

Do you feel your moiney is safer 

elsewhere than in a bank? 

.186 .063 .314 2.951 .004 

Do you use a mobile phone for 

banking? 

-.033 .100 -.030 -.327 .744 

Do you feel bank charges are 

high?  

-.082 .071 -.113 -1.150 .253 

Are the lines in banking halls long?  -.107 .074 -.137 -1.441 .153 

Are bank staff rude?  .105 .080 .142 1.318 .191 

Are your complaints handled fast? -.006 .079 -.007 -.073 .942 
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Are the banking products 

appropriate? 

.098 .070 .142 1.391 .167 

Are the banking hours convenient?  -.093 .081 -.104 -1.150 .253 

Do you feel despised by bank 

staff? 

.022 .083 .027 .261 .795 

Are some charges not clear / 

Undisclosed? 

-.052 .065 -.081 -.789 .432 

Have your or someone you know 

gone through a negative bank 

experience?  

-.246 .115 -.188 -2.133 .036 

c) Independent variables: Gender  female - 0, male -1;      marital status,  married - 0,  single - 1;        Age group (18-35 year)- 1,  (36-65  

years)- 2 

 Education 1- (upto O’level), 2 – (above O’level);         Religion- Christian-0,  Muslim-1;         Monthly expenditure- (UGX 1- UGX 2 million) - 0, 

(Above UGX 2 million to UGX 3 million) - 1, (Above UGX 3 million– UGX 4 million) - 2, (Above UGX 4 million – UGX 5 million)- 3;     Satisfied 

with banking services- No-1, Slightly – 2, Yes – 3;     Trust the banking sector- no-1, slightly-2, yes-3              Long Distance to bank- yes-1, 

slightly-2, no-3,       Privacy may be compromised yes-1, slightly-2, no-3,    Marketing on banking products  no-1, slightly-2, yes-3        Trained 

on saving no-1, slightly-2, yes-3   Shared bank account   yes-1, slightly-2, no-3,       Money safer elsewhere  yes-1, slightly-2, no-3,        Do you 

use your mobile phone for banking Yes -0,  No -1,   High bank charges yes-1, slightly-2, no-3, Are lines long – Yes- 1, Slightly- 2, No-3;    Are 

bank staff rude Yes-1, Slightly- 2, No- 3; Are complaints handled fast – No-1, slightly- 2, Yes- 3;  Are banking products appropriate – No-1, 

Slightly-2, Yes- 3; Are banking hours convenient No-1, Slightly-2, Yes-3; Do you feel despised by bank staff; Yes-1, Slighly-2, No-3;  Are some 

bank charges not clear or not disclosed Yes-1, Slighly- 2, No – 3; Bad experience Yes-0, No-1;  N/A- 0, reported as missing variables.   
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Table b: Binary Logistic Regression – Full Model 

 B S.E. Wald df Sig. Exp(B) 

Step 1b Gender .818 .795 1.059 1 .303 2.267 

Marital status 1.159 .929 1.555 1 .212 3.186 

 Age Group 1.270 .962 1.743 1 .187 3.559 

Education 1.578 1.088 2.101 1 .147 4.844 

Religion -.444 .879 .255 1 .614 .642 

Monthly Expenditure .539 .652 .683 1 .409 1.714 

Satisfied? 3.151 1.072 8.649 1 .003 23.370 

Trust -1.535 .751 4.177 1 .041 .215 

Distance -.723 .641 1.275 1 .259 .485 

Privacy -.058 .529 .012 1 .912 .943 

Marketing -.713 .484 2.170 1 .141 .490 

Trained on saving -.213 .352 .367 1 .545 .808 

Shared account -1.019 1.240 .676 1 .411 .361 

Safer elsewhere 1.558 .576 7.307 1 .007 4.751 

Use mobile phone -.657 .955 .473 1 .491 .518 

High bank charges .103 .759 .018 1 .892 1.109 

Long lines -1.231 .687 3.214 1 .073 .292 

Rude staff .525 .661 .630 1 .427 1.690 

Complaints handled fast .150 .725 .043 1 .836 1.162 

Appropriate products .740 .753 .964 1 .326 2.095 

Convinient hours -1.239 .805 2.368 1 .124 .290 

Despised by staff .748 .765 .957 1 .328 2.113 

Undisclosed bank charges .362 .587 .379 1 .538 1.436 

Bad perso3l experince -1.398 .851 2.698 1 .100 .247 

Constant -2.816 5.935 .225 1 .635 .060 

c) Independent variables: Gender  female - 0, male -1;      marital status,  married - 0,  single - 1;        Age group (18-35 year)- 1,  (36-65  years)- 2 

 Education 1- (upto O’level), 2 – (above O’level);         Religion- Christian-0,  Muslim-1;         Monthly expenditure- (UGX 1- UGX 2 million) - 0, (Above 

UGX 2 million to UGX 3 million) - 1, (Above UGX 3 million– UGX 4 million) - 2, (Above UGX 4 million – UGX 5 million)- 3;     Satisfied with banking 

services- No-1, Slightly – 2, Yes – 3;     Trust the banking sector- no-1, slightly-2, yes-3              Long Distance to bank- yes-1, slightly-2, no-3,       

Privacy may be compromised yes-1, slightly-2, no-3,    Marketing on banking products  no-1, slightly-2, yes-3        Trained on saving no-1, slightly-2, 

yes-3   Shared bank account   yes-1, slightly-2, no-3,       Money safer elsewhere  yes-1, slightly-2, no-3,        Do you use your mobile phone for 

banking Yes -0,  No -1,   High bank charges yes-1, slightly-2, no-3, Are lines long – Yes- 1, Slightly- 2, No-3;    Are bank staff rude Yes-1, Slightly- 2, 

No- 3; Are complaints handled fast – No-1, slightly- 2, Yes- 3; Minimum bank balance high Yes-1, Slightly-2, No-3; Are banking products appropriate – 

No-1, Slightly-2, Yes- 3; Are banking hours convenient No-1, Slightly-2, Yes-3; Do you feel despised by bank staff; Yes-1, Slighly-2, No-3;  Are some 

bank charges not clear or not disclosed Yes-1, Slighly- 2, No – 3; Bad experience Yes-0, No-1;  N/A- 0, reported as missing variables.   
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Appendix  14: Model summary and Anova tests – full LPM model- factors affecting usage 

 

Table a: Model Summary 

 

Model Summarya,c 

Model R 

R 

Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

Change Statistics 

R Square 

Change 

F 

Change df1 df2 

Sig. F 

Change 

1 .644b .415 .267 .419 .415 2.805 24 95 .000 

a. Comm. Bank Account = yes, Formally employed = no 

 

Table b: Anova  

 

ANOVAa,b 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 11.840 24 .493 2.805 .000c 

Residual 16.711 95 .176   

Total 28.552 119    

a. Comm. Bank Account = yes, Formally employed = no 

 

 

 

 

 

 

 

 



 

 

 

342 

 

Appendix  15: Predicted range values for LPM (full and parsimonious models)- factors affecting 

usage 

 

Table a: Residual Statistics – full model 

Residuals Statisticsa,b 

 Minimum Maximum Mean Std. Deviation N 

Predicted Value .63 2.40 1.61 .327 108 

Std. Predicted Value -3.116 2.521 .009 1.038 108 

Standard Error of Predicted 

Value 

.123 .299 .186 .036 108 

Adjusted Predicted Value .51 2.50 1.61 .353 108 

Residual -.895 .727 .028 .372 108 

Std. Residual -2.134 1.733 .066 .887 108 

Stud. Residual -2.513 1.844 .072 1.000 108 

Deleted Residual -1.242 .865 .033 .476 108 

Stud. Deleted Residual -2.588 1.868 .070 1.008 108 

Mahal. Distance 9.184 59.406 23.268 9.522 108 

Cook's Distance .000 .125 .011 .018 108 

Centered Leverage Value .077 .499 .196 .080 108 

a. Comm. Bank Account = yes, Formally employed = no 

b. Dependent Variable: Level of Activity 

 

Table b: Residuals Statistics – parsimonious model 

 

Residuals Statisticsa,b 

 Minimum Maximum Mean Std. Deviation N 

Predicted Value .81 2.19 1.62 .285 127 

Std. Predicted Value -2.784 2.048 .033 1.000 127 

Standard Error of Predicted 

Value 

.056 .177 .104 .026 127 

Adjusted Predicted Value .77 2.20 1.62 .289 127 

Residual -.972 .827 .004 .391 127 

Std. Residual -2.363 2.011 .011 .951 127 

Stud. Residual -2.484 2.108 .009 .989 127 

Deleted Residual -1.074 .909 .003 .424 127 
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Stud. Deleted Residual -2.539 2.139 .007 .996 127 

Mahal. Distance 1.420 22.733 7.691 4.327 127 

Cook's Distance .000 .072 .009 .014 127 

Centered Leverage Value .011 .178 .060 .034 127 

a. Comm. Bank Account = yes, Formally employed = no 

b. Dependent Variable: Level of Activity 
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Appendix  16: Tests for binary logistic regression (full modes)- factors affecting usage 

 

Table a: Omnibus test 

Omnibus Tests of Model Coefficientsa 

 Chi-square df Sig. 

Step 1 Step 65.872 24 .000 

Block 65.872 24 .000 

Model 65.872 24 .000 

a. Comm. Bank Account = yes, Formally employed = no 

 

Table b: Model Summary 

Model Summarya 

Step -2 Log likelihood 

Cox & Snell R 

Square 

Nagelkerke R 

Square 

1 75.404b .457 .626 

a. Comm. Bank Account = yes, Formally employed = no 

b. Estimation terminated at iteration number 7 because 

parameter estimates changed by less than .001. 

 

Table c: Hosmer and Lemeshow Test 

Hosmer and Lemeshow Testa 

Step Chi-square df Sig. 

1 7.632 8 .470 

a. Comm. Bank Account = yes, Formally 

employed = no 
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Table d: Classification table 

Classification Tablea,b 

 

Observed 

Predicted 

 
Level of Activity Percentage 

Correct 
 

innactive Active 

Step 1 Level of Activity innactive 30 9 76.9 

Active 7 62 89.9 

Overall Percentage   85.2 

a. Comm. Bank Account = yes, Formally employed = no 

b. The cut value is .500 
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Appendix  17: Tests for binary logistic regression (parsimonious modes)- factors affecting usage 

 

Table a: Omnibus Test 

Omnibus Tests of Model Coefficientsa 

 Chi-square df Sig. 

Step 1 Step 50.203 9 .000 

Block 50.203 9 .000 

Model 50.203 9 .000 

a. Comm. Bank Account = yes, Formally employed = no 

 

Table b: Model Summary 

Model Summarya 

Step -2 Log likelihood 

Cox & Snell R 

Square 

Nagelkerke R 

Square 

1 132.644b .307 .416 

a. Comm. Bank Account = yes, Formally employed = no 

b. Estimation terminated at iteration number 5 because 

parameter estimates changed by less than .001. 

 

Table c: Hosmer and Lemeshow Test 

 

Hosmer and Lemeshow Testa 

Step Chi-square df Sig. 

1 5.112 8 .746 

a. Comm. Bank Account = yes, Formally 

employed = no 
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Table d: Classification Table 

Classification Tablea,b 

 

Observed 

Predicted 

 
Level of Activity 

Percentage 

Correct 
 

innactive Active 

Step 1 Level of Activity innactive 33 20 62.3 

Active 10 74 88.1 

Overall Percentage   78.1 

a. Comm. Bank Account = yes, Formally employed = no 

b. The cut value is .500 
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Appendix  18:  Frequency Tables – factors affecting usage 

 

 Table a: Are you satisfied with banking services?  

Satisfied?a 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid No 45 31.5 31.5 31.5 

Slighty 76 53.1 53.1 84.6 

Yes 22 15.4 15.4 100.0 

Total 143 100.0 100.0  

a. Comm. Bank Account = yes, Formally employed = no 

 

Table b: Do you feel your money is safer elsewhere than in a bank? 

 

Safer elsewherea 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid yes 52 36.4 36.9 36.9 

slightly 45 31.5 31.9 68.8 

no 44 30.8 31.2 100.0 

Total 141 98.6 100.0  

Missing na 2 1.4   

Total 143 100.0   

a. Comm. Bank Account = yes, Formally employed = no 

 

 

Table e: Have you or someone you know gone through a bad banking experience? 

 

Bad perso3l experincea 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid yes 119 83.2 83.2 83.2 

no 24 16.8 16.8 100.0 

Total 143 100.0 100.0  

a. Comm. Bank Account = yes, Formally employed = no 
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Table d: Do you trust the banking sector? 

 

Trusta 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid no 32 22.4 22.4 22.4 

slightly 78 54.5 54.5 76.9 

yes 33 23.1 23.1 100.0 

Total 143 100.0 100.0  

a. Comm. Bank Account = yes, Formally employed = no 

 

Table e: Do you feel lines in the banking halls are long? 

 

Long linesa 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid yes 65 45.5 46.1 46.1 

slightly 65 45.5 46.1 92.2 

no 11 7.7 7.8 100.0 

Total 141 98.6 100.0  

Missing na 2 1.4   

Total 143 100.0   

a. Comm. Bank Account = yes, Formally employed = no 
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Appendix  19: Descriptive statistical tables (LPM) – factors affecting usage 

 

Table a: Full model  

 

Descriptive Statisticsa 

 Mean Std. Deviation N 

Level of Activity 1.61 .490 143 

Gender .61 .490 143 

Marital status .38 .486 143 

 Age Group 1.55 .499 143 

Education 1.68 .469 143 

Religion .17 .381 143 

Monthly Expenditure .69 .782 143 

Satisfied? 1.84 .668 143 

Trust 2.01 .677 143 

Distance 2.76 .583 142 

Privacy 1.64 .773 138 

Marketing 2.55 .830 142 

Trained on saving 2.01 .996 141 

Shared account 2.92 .358 143 

Safer elsewhere 1.94 .826 141 

Use mobile phone .71 .454 143 

High bank charges 1.36 .677 142 

Long lines 1.62 .629 141 

Rude staff 2.48 .661 141 

Complaints handled fast 1.49 .595 138 

Appropriate products 1.83 .715 132 

Convinient hours 2.79 .544 142 

Despised by staff 2.73 .600 137 

Undisclosed bank charges 2.47 .769 130 

Bad perso3l experince .17 .375 143 

a. Comm. Bank Account = yes, Formally employed = no 
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Table b: Parsimonious model  

 

Descriptive Statisticsa 

 Mean Std. Deviation N 

Level of Activity 1.61 .490 143 

Religion .17 .381 143 

Satisfied? 1.84 .668 143 

Privacy 1.64 .773 138 

Safer elsewhere 1.94 .826 141 

Long lines 1.62 .629 141 

Rude staff 2.48 .661 141 

Appropriate products 1.83 .715 132 

Bad perso3l experince .17 .375 143 

a. Comm. Bank Account = yes, Formally employed = no 
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Appendix  20: Case processing summary – factors affecting quality of banking services accessed 

by the middle class 

 

Table a: Full model 

Case Processing Summarya 

 N Percent 

Included 260 70.8% 

Excluded 107 29.2% 

Total 367 100.0% 

a. Comm. Bank Account = yes 

 

Table b: Parsimonious model 

 

Case Processing Summarya 

 N Percent 

Included 333 90.7% 

Excluded 34 9.3% 

Total 367 100.0% 

a. Comm. Bank Account = yes 
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Appendix  21: Full models of coefficients and significance of variables in the equation on quality 

of banking services used by the middle class.  

 

Table a: Linear Probability Model (full model) 

 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) .099 .466  .213 .831 

Gender -.017 .065 -.012 -.264 .792 

Marital status .059 .073 .039 .817 .415 

 Age Group .109 .072 .074 1.501 .135 

Education -.064 .098 -.032 -.650 .516 

Religion -.016 .104 -.007 -.154 .877 

Monthly Expenditure .000 .035 .000 .005 .996 

Level of Activity .435 .112 .217 3.896 .000 

Do you Trust the banking sector? .232 .065 .218 3.558 .000 

 Do you feel banking halls look sophisticated? .020 .052 .018 .389 .697 

Do you feel the distance to the bank is far? .023 .052 .022 .454 .650 

Do you feel your privacy will be compromised 

because of operating a bank account? 

.074 .044 .087 1.681 .094 

Has anyone marketed banking products to you?  -.003 .049 -.003 -.058 .954 

Have you been trained on saving .034 .038 .043 .895 .372 

Do you shared a bank account with another person? -.005 .060 -.004 -.078 .938 

Do you feel your money is safer elsewhere than in a 

bank? 

-.001 .050 -.001 -.018 .986 

Do you use your mobile phone for banking? -.180 .091 -.127 -1.988 .048 

Do you feel bank charges are high?  .150 .055 .132 2.728 .007 

Do you feel the lines in the banking hall are long? .127 .057 .110 2.212 .028 

Are ban staff rude? -.022 .061 -.020 -.360 .719 

Are your complaints handled fast? .120 .057 .112 2.130 .034 

Do you feel the minimum balance is high? .010 .047 .010 .221 .825 

Do you feel the banking products are appropriate?  .021 .054 .021 .389 .698 

Do you feel banking hour are convenient? -.030 .051 -.026 -.576 .565 

Do you feel despised by bank staff? -.059 .065 -.049 -.901 .368 

Does the bank levy unclear/undisclosed bank charges -.020 .045 -.022 -.443 .658 

Have you or someone you know gone through a bad 

experience?  

.134 .088 .069 1.522 .129 
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Do you fear technology risks associated with using 

your phone for banking?  

-.011 .035 -.016 -.302 .763 

Do you feel the cost of using a mobile phone for 

banking is high? 

-.035 .044 -.056 -.789 .431 

Do you feel the instructions for using your phone for 

banking are complicated?  

.047 .045 .086 1.046 .297 

Are internet banking services reliable? -.005 .038 -.007 -.120 .904 

Are ATM services reliable? .086 .035 .145 2.430 .016 

b. Independent variables 

 

Gender  female - 0, male -1;      marital status,  married - 0,  single - 1;        Age group (18-35 year)- 1,  (36-65  years)- 2 

 Education 1- (upto O’level), 2 – (above O’level);         Religion- Christian-0,  Muslim-1;         Monthly expenditure- (UGX 1- UGX 2 

million) - 0, (Above UGX 2 million to UGX 3 million) - 1, (Above UGX 3 million– UGX 4 million) - 2, (Above UGX 4 million – UGX 5 

million)- 3;     Active  bank account user, No-1, Yes- 2;   Trust the banking sector- no-1, yes-2              Long Distance to bank- yes-1, no-

2,       Privacy may be compromised yes-1, no-2,    Marketing on banking products  no-1, yes-2        Trained on saving no-1, yes-2   

Shared bank account   yes-1, no -3,       Money safer elsewhere  than a bank? yes-1, no-2,        Do you use your mobile phone for 

banking Yes -0,  No -1,   High bank charges yes-1, no-2, Are lines long – Yes- 1, No-2;    Are bank staff rude Yes-1, No- 2; Are 

complaints handled fast – No-1, Yes- 2;    Minimum bank balance high Yes-1, No-2;    Are banking products appropriate – No-1, Yes- 2;     

Are banking hours convenient No-1, Yes-2;     Do you feel despised by bank staff; Yes-1, No-2;       Are some bank charges not clear or 

not disclosed Yes-1, No – 2;      Bad experience Yes-0, No-1;        Fear of technology related risks? yes-1, No- 2;      High cost of using 

mobile phone for banking Yes-1, No- 2;       Complicated instructions for using mobile phone for banking yes-1, No- 2;        Internet 

banking reliable – No-1, Yes- 2;     ATM reliable No-1, Yes- 2;        N/A- 0, reported as missing variables.   
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Table b: Ordinal logistic regression (full model) 

Parameter B 

Std. 

Error 

95% Wald Confidence 

Interval Hypothesis Test 

Exp(B) Lower Upper 

Wald Chi-

Square df Sig. 

Threshold [Satisfied? =1] 5.708 2.2391 1.319 10.096 6.498 1 .011 301.159 

[Satisfied? =2] 9.139 2.3111 4.609 13.668 15.636 1 .000 9308.029 

Gender -.279 .3118 -.890 .332 .801 1 .371 .756 

Marital status .113 .3440 -.562 .787 .107 1 .743 1.119 

 Age Group .603 .3352 -.054 1.260 3.238 1 .072 1.828 

Education -.004 .4924 -.969 .961 .000 1 .994 .996 

Religion -.466 .5343 -1.513 .581 .760 1 .383 .628 

Monthly Expenditure -.127 .1620 -.445 .190 .615 1 .433 .881 

Level of Activity 1.673 .6200 .457 2.888 7.278 1 .007 5.327 

Do you Trust the banking sector? .747 .3321 .096 1.398 5.060 1 .024 2.111 

 Do you feel banking halls look 

sophisticated? 

.235 .2443 -.244 .714 .926 1 .336 1.265 

Do you feel the distance to the 

bank is far? 

.061 .2364 -.403 .524 .066 1 .798 1.062 

Do you feel your privacy will be 

compromised because of 

operating a bank account? 

.062 .2022 -.334 .458 .093 1 .760 1.064 

Has anyone marketed banking 

products to you?  

-.046 .2243 -.485 .394 .041 1 .839 .956 

Have you been trained on saving .087 .1741 -.254 .428 .251 1 .617 1.091 

Do you shared a bank account 

with another person? 

-.242 .2957 -.821 .338 .667 1 .414 .785 

Do you feel your money is safer 

elsewhere than in a bank? 

.184 .2500 -.306 .674 .544 1 .461 1.203 

Do you use your mobile phone 

for banking? 

-.468 .4071 -1.266 .330 1.321 1 .250 .626 

Do you feel bank charges are 

high?  

.619 .2993 .032 1.206 4.277 1 .039 1.857 

Do you feel the lines in the 

banking hall are long? 

.711 .2936 .135 1.286 5.859 1 .015 2.035 

Are ban staff rude? -.193 .2800 -.742 .356 .476 1 .490 .824 

Are your complaints handled 

fast? 

.531 .2767 -.011 1.073 3.684 1 .055 1.701 
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Do you feel the minimum balance 

is high? 

.118 .2126 -.299 .534 .306 1 .580 1.125 

Do you feel the banking products 

are appropriate?  

-.006 .2632 -.522 .510 .000 1 .983 .994 

Do you feel banking hour are 

convenient? 

-.041 .2190 -.471 .388 .035 1 .851 .960 

Do you feel despised by bank 

staff? 

-.160 .2954 -.739 .419 .294 1 .587 .852 

Does the bank levy 

unclear/undisclosed bank 

charges 

-.301 .2099 -.713 .110 2.062 1 .151 .740 

Have you or someone you know 

gone through a bad experience?  

.138 .4158 -.677 .953 .110 1 .740 1.148 

Do you fear technology risks 

associated with using your 

mobile phone for banking?  

.020 .1770 -.327 .367 .013 1 .910 1.020 

Do you feel the cost of using a 

mobile phone for banking is 

high? 

-.202 .1982 -.590 .186 1.039 1 .308 .817 

Do you feel the instructions for 

using mobile phone for banking  

are complicated?  

.300 .1992 -.091 .690 2.262 1 .133 1.349 

Are internet banking services 

reliable? 

-.112 .1697 -.445 .220 .438 1 .508 .894 

Are ATM services reliable? .526 .1812 .171 .882 8.444 1 .004 1.693 

(Scale) 1b        
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b. Gender  female - 0, male -1;      marital status,  married - 0,  single - 1;        Age group (18-35 year)- 1,  (36-65  years)- 

2 

 Education 1- (upto O’level), 2 – (above O’level);         Religion- Christian-0,  Muslim-1;         Monthly expenditure- (UGX 

1- UGX 2 million) - 0, (Above UGX 2 million to UGX 3 million) - 1, (Above UGX 3 million– UGX 4 million) - 2, (Above 

UGX 4 million – UGX 5 million)- 3;     Active bank account user, No-1, Yes- 2;     Trust the banking sector- no-1, yes-2              

Long Distance to bank- yes-1, no-2,       Privacy may be compromised yes-1, no-2,    Marketing on banking products  no-

1, yes-2        Trained on saving no-1, yes-2   Shared bank account   yes-1, no -3,       Money safer elsewhere than in a 

bank  yes-1, no-2,        Do you use your mobile phone for banking Yes -0,  No -1,   High bank charges yes-1, no-2, Are 

lines long – Yes- 1, No-2;    Are bank staff rude Yes-1, No- 2; Are complaints handled fast – No-1, Yes- 2;    Minimum 

bank balance high Yes-1, No-2;    Are banking products appropriate – No-1, Yes- 2;     Are banking hours convenient 

No-1, Yes-2;     Do you feel despised by bank staff; Yes-1, No-2;       Are some bank charges not clear or not disclosed 

Yes-1, No – 2; Have you or someone you know gone through a bad banking experience Yes-0, No-1;        Fear of 

technology related risk when using mobile phone for banking; yes-1, No- 2;      High cost of using mobile phone for 

banking Yes-1, No- 2;       Complicated instructions when using mobile phone for banking yes-1, No- 2;        Are internet 

banking services reliable – No-1, Yes- 2;     Are ATM services reliable No-1, Yes- 2;        N/A- 0, reported as missing 

variables.   
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Appendix  22: Frequency Tables  

 

Table a: Level of Activity 

 

Level of Activitya 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid innactive 56 15.3 15.3 15.3 

Active 311 84.7 84.7 100.0 

Total 367 100.0 100.0  

a. Comm. Bank Account = yes 

 

Table b: Trust in the banking sector 

 

Trusta 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid no 39 10.6 10.6 10.6 

yes 328 89.4 89.4 100.0 

Total 367 100.0 100.0  

a. Comm. Bank Account = yes 

 

Table c: High Bank Charges 

High bank chargesa 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid yes 335 91.3 91.8 91.8 

no 30 8.2 8.2 100.0 

Total 365 99.5 100.0  

Missing na 2 .5   

Total 367 100.0   

a. Comm. Bank Account = yes 
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Table d: Long lines 

Long linesa 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid yes 334 91.0 92.3 92.3 

no 28 7.6 7.7 100.0 

Total 362 98.6 100.0  

Missing na 5 1.4   

Total 367 100.0   

a. Comm. Bank Account = yes 

 

Table e: ATM reliable 

ATM reliablea 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid no 22 6.0 8.1 8.1 

yes 250 68.1 91.9 100.0 

Total 272 74.1 100.0  

Missing na 95 25.9   

Total 367 100.0   

a. Comm. Bank Account = yes 

 

Table f: Complaints handled fast 

Complaints handled fasta 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid no 143 39.0 40.6 40.6 

yes 209 56.9 59.4 100.0 

Total 352 95.9 100.0  

Missing na 15 4.1   

Total 367 100.0   

a. Comm. Bank Account = yes 
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Table g: Complicated instructions when using mobile phone for banking 

 

Complicated instructionsa 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid yes 82 22.3 34.5 34.5 

no 156 42.5 65.5 100.0 

Total 238 64.9 100.0  

Missing na 129 35.1   

Total 367 100.0   

a. Comm. Bank Account = yes 
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Appendix  23 : Predicted range values for LPM (full and parsimonious models)- factors affecting 

usage 

 

Table a: Residual Statistics- Full model 

Residuals Statisticsa,b 

 Minimum Maximum Mean Std. Deviation N 

Predicted Value 1.02 3.32 2.42 .438 260 

Residual -1.657 1.411 .007 .503 260 

Std. Predicted Value -2.529 1.975 .208 .856 260 

Std. Residual -3.083 2.625 .013 .936 260 

a. Comm. Bank Account = yes 

b. Dependent Variable: Satisfied? 

 

 

Table b: Residuals Statistics – parsimonious model 

Residuals Statisticsa,b 

 Minimum Maximum Mean Std. Deviation N 

Predicted Value .96 3.31 2.31 .503 343 

Residual -1.646 1.429 -.014 .513 343 

Std. Predicted Value -2.687 1.966 -.015 .995 343 

Std. Residual -3.142 2.728 -.027 .979 343 

a. Comm. Bank Account = yes 

b. Dependent Variable: Satisfied? 
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Appendix  24: Testing the Model  for suitability – Ordinal Regression Analysis 

  

Table a: Omnibus test – Full model 

Omnibus Testa,b 

Likelihood Ratio 

Chi-Square df Sig. 

148.746 31 .000 

a. Comm. Bank Account = yes 

 

 

Table b: Omnibus test - Parsimonious model 

Omnibus Testa,b 

Likelihood Ratio 

Chi-Square df Sig. 

203.470 9 .000 

a. Comm. Bank Account = yes 
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Appendix  25 : Descriptive Statistics LPM-  factors affecting quality of banking services of the 

middle class. 

 

Table a:  Full Model 

 

Descriptive Statisticsa 

 Mean Std. Deviation N 

Satisfied? 2.31 .722 367 

Gender .53 .500 367 

Marital status .35 .476 367 

 Age Group 1.59 .493 367 

Education 1.85 .360 367 

Religion .12 .322 367 

Monthly Expenditure .89 .996 367 

Level of Activity 1.85 .360 367 

Trust 2.44 .678 367 

 Sophisticated 2.55 .653 327 

Distance 2.55 .675 366 

Privacy 2.03 .855 362 

Marketing 2.66 .710 366 

Trained on saving 2.28 .923 364 

Shared account 2.78 .558 364 

Safer elsewhere 2.31 .789 362 

Use mobile phone .48 .511 367 

High bank charges 1.40 .637 365 

Long lines 1.61 .627 362 

Rude staff 2.39 .657 364 

Complaints handled fast 1.72 .670 352 

High minimum balance 2.50 .715 331 

Appropriate products 2.07 .704 345 

Convinient hours 2.66 .640 366 

Despised by staff 2.67 .604 350 

Undisclosed bank charges 2.24 .814 351 

Bad perso3l experince .17 .375 367 

Fear technology 1.44 1.107 367 

High cost of mobile phone 

banking 

1.24 1.176 367 
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Complicated instructions 1.64 1.337 367 

Internet banking reliable 1.09 1.047 367 

ATM reliable 1.84 1.224 367 

a. Comm. Bank Account = yes 

 

 

Table b:  Parsimonious Model 

 

Descriptive Statisticsa 

 Mean Std. Deviation N 

Satisfied? 2.31 .722 367 

 Age Group 1.59 .493 367 

Level of Activity 1.85 .360 367 

Trust 2.44 .678 367 

Privacy 2.03 .855 362 

Use mobile phone .48 .511 367 

High bank charges 1.40 .637 365 

Long lines 1.61 .627 362 

Complaints handled fast 1.72 .670 352 

Bad perso3l experince .17 .375 367 

ATM reliable 1.84 1.224 367 

a. Comm. Bank Account = yes 
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Appendix  26: Linear Probability Model- Full model of coefficients and significance of variables 

in the equation on quality of banking services used by the middle class.  

 

Model 

Unstandardized Coefficients 

Standardize

d 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) -2.539 1.194  -2.127 .037 

Gender -.059 .130 -.043 -.456 .650 

Marital status .083 .152 .061 .547 .586 

 Age Group .130 .143 .097 .907 .368 

Education -.056 .147 -.039 -.380 .705 

Religion .111 .169 .063 .657 .514 

Monthly Expenditure .110 .093 .128 1.178 .243 

Are you an active bank account holder?  .399 .149 .293 2.669 .010 

Do you trust the banking sector?  .259 .169 .162 1.530 .131 

 Are banking halls sophisticated .244 .195 .126 1.253 .215 

Is the distance to your bank far? .152 .232 .061 .657 .514 

Do you feel that your privacy may be compromised? .410 .172 .238 2.385 .020 

Has anyone marketed banking products to you?  -.100 .171 -.062 -.583 .562 

Have you been trained on saving .094 .132 .070 .708 .481 

Do you shared a bank account with another person? .129 .294 .042 .440 .662 

Do you feel your money is safer elsewhere than in a bank? -.084 .159 -.058 -.527 .600 

Do you use your mobile phone for banking? -.243 .146 -.165 -1.661 .101 

Do you feel bank charges are high?  .296 .217 .141 1.367 .176 

Do you feel the lines in the banking hall are long? .415 .258 .167 1.611 .112 

Are ban staff rude? .050 .150 .037 .333 .740 

Are your complaints handled fast? .255 .143 .190 1.784 .079 

Do you feel the banking products are appropriate?  .098 .158 .070 .617 .539 

Do you feel banking hour are convenient? .279 .268 .102 1.041 .302 

Do you feel despised by bank staff? -.051 .184 -.030 -.277 .783 

Does the bank levy unclear/undisclosed bank charges .028 .152 .020 .182 .856 

Have you or someone you know gone through a bad experience?  .226 .178 .127 1.271 .208 



 

 

 

367 

 

Codes:  

Gender  female - 0, male -1;      marital status,  married - 0,  single - 1;        Age group (18-35 year)- 1,  (36-65  years)- 2 

 Education 1- (upto O’level), 2 – (above O’level);         Religion- Christian-0,  Muslim-1;         Monthly expenditure- (UGX 1- UGX 2 million) - 0, (Above UGX 2 million to UGX 3 million) - 1, 

(Above UGX 3 million– UGX 4 million) - 2, (Above UGX 4 million – UGX 5 million)- 3;     Active  bank account user, No-1, Yes- 2;   Trust the banking sector- no-1, yes-2 ; Are the banking 

halls sophisticated – yes-1, No-2;  Long Distance to bank- yes-1, no-2,       Privacy may be compromised yes-1, no-2,    Marketing on banking products  no-1, yes-2        Trained on 

saving no-1, yes-2   Shared bank account   yes-1, no -3,       Money safer elsewhere  than a bank? yes-1, no-2,        Do you use your mobile phone for banking Yes -0,  No -1,   High 

bank charges yes-1, no-2, Are lines long – Yes- 1, No-2;    Are bank staff rude Yes-1, No- 2; Are complaints handled fast – No-1, Yes- 2;    Minimum bank balance high Yes-1, No-2;    

Are banking products appropriate – No-1, Yes- 2;     Are banking hours convenient No-1, Yes-2;     Do you feel despised by bank staff; Yes-1, No-2;       Are some bank charges not 

clear or not disclosed Yes-1, No – 2;      Bad experience Yes-0, No-1;        Fear of technology related risks? yes-1, No- 2;      High cost of using mobile phone for banking Yes-1, No- 2;       

Complicated instructions for using mobile phone for banking yes-1, No- 2;        Internet banking reliable – No-1, Yes- 2;     ATM reliable No-1, Yes- 2;        N/A- 0, reported as missing 

variables.   
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Appendix  27: Ordinal regression analysis- Full Model - Coefficients and significance of 

variables in the equation on quality of banking services used by the middle class.   

 

Parameter B 

Std. 

Error 

95% Wald 

Confidence Interval Hypothesis Test 

Exp(B) Lower Upper 

Wald Chi-

Square df Sig. 

Threshold [Satisfied? =1] 17.987 6.8936 4.476 31.498 6.808 1 .009 64813797.959 

[Satisfied? =2] 23.760 7.2636 9.524 37.997 10.700 1 .001 20844147848.777 

Gender -1.426 .8245 -3.042 .190 2.993 1 .084 .240 

Marital status .462 .8017 -1.109 2.033 .332 1 .564 1.587 

 Age Group 1.471 .9060 -.304 3.247 2.637 1 .104 4.355 

Education -.369 .9951 -2.320 1.581 .138 1 .711 .691 

Religion -.205 1.1944 -2.546 2.136 .029 1 .864 .815 

Monthly Expenditure -.015 .4989 -.993 .962 .001 1 .975 .985 

Are you an active bank account 

holder?  

2.407 .9644 .516 4.297 6.227 1 .013 11.095 

Do you trust the banking sector?  2.126 1.2545 -.332 4.585 2.873 1 .090 8.384 

 Are banking halls sophisticated 1.840 1.3864 -.877 4.557 1.761 1 .184 6.296 

Is the distance to your bank far? .059 1.2292 -2.350 2.468 .002 1 .962 1.061 

Do you feel that your privacy may 

be compromised? 

2.092 1.0781 -.021 4.205 3.766 1 .052 8.102 

Has anyone marketed banking 

products to you?  

-.790 1.0316 -2.812 1.232 .587 1 .444 .454 

Have you been trained on saving .505 .7538 -.973 1.982 .449 1 .503 1.657 

Do you shared a bank account with 

another person? 

-1.535 1.3912 -4.262 1.192 1.218 1 .270 .215 

Do you feel your money is safer 

elsewhere than in a bank? 

.059 .9142 -1.732 1.851 .004 1 .948 1.061 

Do you use your mobile phone for 

banking? 

-1.556 .8204 -3.164 .052 3.599 1 .058 .211 

Do you feel bank charges are high?  .409 1.2050 -1.952 2.771 .115 1 .734 1.506 

Do you feel the lines in the banking 

hall are long? 

4.318 2.3765 -.340 8.975 3.301 1 .069 75.009 

Are ban staff rude? 1.033 .8020 -.539 2.604 1.658 1 .198 2.808 

Are your complaints handled fast? 1.847 .8571 .167 3.527 4.645 1 .031 6.343 

Do you feel the banking products are 

appropriate?  

.015 1.0264 -1.997 2.027 .000 1 .988 1.015 
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Do you feel banking hour are 

convenient? 

-.060 1.3207 -2.648 2.529 .002 1 .964 .942 

Do you feel despised by bank staff? -.443 1.0051 -2.413 1.527 .195 1 .659 .642 

Does the bank levy 

unclear/undisclosed bank charges 

.540 .9090 -1.242 2.321 .353 1 .553 1.716 

Have you or someone you know gone 

through a bad experience?  

1.046 .9188 -.755 2.846 1.295 1 .255 2.845 

Codes:  

Gender  female - 0, male -1;      marital status,  married - 0,  single - 1;        Age group (18-35 year)- 1,  (36-65  years)- 2 

 Education 1- (upto O’level), 2 – (above O’level);         Religion- Christian-0,  Muslim-1;         Monthly expenditure- (UGX 1- UGX 2 million) - 0, (Above 

UGX 2 million to UGX 3 million) - 1, (Above UGX 3 million– UGX 4 million) - 2, (Above UGX 4 million – UGX 5 million)- 3;     Active  bank account 

user, No-1, Yes- 2;   Trust the banking sector- no-1, yes-2  ; Are the banking halls sophisticated- yes-1, No-1;  Long Distance to bank- yes-1, no-2,       

Privacy may be compromised yes-1, no-2,    Marketing on banking products  no-1, yes-2        Trained on saving no-1, yes-2   Shared bank account   

yes-1, no -3,       Money safer elsewhere  than a bank? yes-1, no-2,        Do you use your mobile phone for banking Yes -0,  No -1,   High bank 

charges yes-1, no-2, Are lines long – Yes- 1, No-2;    Are bank staff rude Yes-1, No- 2; Are complaints handled fast – No-1, Yes- 2;    Minimum bank 

balance high Yes-1, No-2;    Are banking products appropriate – No-1, Yes- 2;     Are banking hours convenient No-1, Yes-2;     Do you feel despised 

by bank staff; Yes-1, No-2;       Are some bank charges not clear or not disclosed Yes-1, No – 2;      Bad experience Yes-0, No-1;        Fear of 

technology related risks? yes-1, No- 2;      High cost of using mobile phone for banking Yes-1, No- 2;       Complicated instructions for using mobile 

phone for banking yes-1, No- 2;        Internet banking reliable – No-1, Yes- 2;     ATM reliable No-1, Yes- 2;        N/A- 0, reported as missing 

variables. 
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Appendix  28: Frequency Tables – Factors affecting quality of banking services accessed by the 

trading middle class 

 

Table a: Level of Activity 

 

Level of Activitya 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid innactive 56 39.2 39.2 39.2 

Active 87 60.8 60.8 100.0 

Total 143 100.0 100.0  

a. Comm. Bank Account = yes, Formally employed = no 

 

Table b: Trust in the banking sector 

 

Trusta 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid no 32 22.4 22.4 22.4 

yes 111 77.6 77.6 100.0 

Total 143 100.0 100.0  

a. Comm. Bank Account = yes, Formally employed = no 

 

 

Table c: Fear of compromised privacy 

 

Privacya 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid yes 113 79.0 81.9 81.9 

no 25 17.5 18.1 100.0 

Total 138 96.5 100.0  

Missing na 5 3.5   

Total 143 100.0   

a. Comm. Bank Account = yes, Formally employed = no 
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Table d: Complaints management 

 

Complaints handled fasta 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid no 78 54.5 56.5 56.5 

yes 60 42.0 43.5 100.0 

Total 138 96.5 100.0  

Missing na 5 3.5   

Total 143 100.0   

a. Comm. Bank Account = yes, Formally employed = no 
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Appendix  29: Residual statistics -  Linear Probability Model- Factors affecting quality of 

banking services accessed by the trading class  

 

Table a: Full model  

Residuals Statisticsa,b 

 Minimum Maximum Mean Std. Deviation N 

Predicted Value .88 2.98 1.89 .438 81 

Std. Predicted Value -2.012 2.399 .102 .921 81 

Standard Error of Predicted 

Value 

.187 .412 .289 .052 81 

Adjusted Predicted Value .85 3.42 1.91 .503 81 

Residual -1.214 1.371 -.060 .442 81 

Std. Residual -2.206 2.492 -.110 .802 81 

Stud. Residual -2.490 2.924 -.125 .966 81 

Deleted Residual -1.773 1.888 -.080 .648 81 

Stud. Deleted Residual -2.596 3.110 -.124 .986 81 

Mahal. Distance 9.572 50.051 24.928 9.274 81 

Cook's Distance .000 .224 .017 .033 81 

Centered Leverage Value .105 .550 .274 .102 81 

a. Comm. Bank Account = yes, Formally employed = no 

b. Dependent Variable: Satisfied? 

 

Table b: Parsimonious model 

 

Residuals Statisticsa,b 

 Minimum Maximum Mean Std. Deviation N 

Predicted Value 1.06 2.93 1.82 .423 132 

Std. Predicted Value -1.776 2.485 -.040 .962 132 

Standard Error of Predicted 

Value 

.087 .219 .118 .033 132 

Adjusted Predicted Value 1.02 3.05 1.83 .426 132 

Residual -1.186 1.650 -.034 .471 132 

Std. Residual -2.298 3.199 -.065 .913 132 

Stud. Residual -2.341 3.313 -.070 .944 132 

Deleted Residual -1.245 1.770 -.038 .504 132 

Stud. Deleted Residual -2.384 3.453 -.069 .953 132 

Mahal. Distance 2.814 23.014 6.461 4.588 132 
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Cook's Distance .000 .099 .008 .016 132 

Centered Leverage Value .021 .173 .049 .034 132 

a. Comm. Bank Account = yes, Formally employed = no 

b. Dependent Variable: Satisfied? 
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Appendix  30 : Testing the Model  for suitability – Ordinal Regression Analysis 

  

Table a: Omnibus test – Full model 

 

Omnibus Testa,b 

Likelihood Ratio 

Chi-Square df Sig. 

60.570 25 .000 

a. Comm. Bank Account = yes, Formally 

employed = no 

 

Table b: Omnibus test - Parsimonious model 

 

 

Omnibus Testa,b 

Likelihood Ratio 

Chi-Square df Sig. 

66.120 10 .000 

a. Comm. Bank Account = yes, Formally 

employed = no 
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Appendix  31: Descriptive statistics - Factors affecting quality of banking services used by the 

trading middle class 

 

Table a: Full model 

 

Descriptive Statisticsa 

 Mean Std. Deviation N 

Satisfied? 1.84 .668 143 

Gender .61 .490 143 

Marital status .38 .486 143 

 Age Group 1.55 .499 143 

Education 1.68 .469 143 

Religion .17 .381 143 

Monthly Expenditure .69 .782 143 

Level of Activity 1.61 .490 143 

Trust 1.78 .418 143 

 Sophisticated 1.86 .344 103 

Distance 1.92 .268 142 

Privacy 1.18 .387 138 

Marketing 1.78 .415 142 

Trained on saving 1.51 .502 141 

Shared account 1.95 .217 143 

Safer elsewhere 1.31 .465 141 

Use mobile phone .71 .454 143 

High bank charges 1.11 .317 142 

Long lines 1.08 .269 141 

Rude staff 1.57 .497 141 

Complaints handled fast 1.43 .498 138 

Appropriate products 1.64 .481 132 

Convinient hours 1.94 .245 142 

Despised by staff 1.81 .394 137 

Undisclosed bank charges 1.64 .482 130 

Bad perso3l experince .17 .375 143 

a. Comm. Bank Account = yes, Formally employed = no 
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Table b: Parsimonious model 

 

Descriptive Statisticsa 

 Mean Std. Deviation N 

Satisfied? 1.84 .668 143 

Level of Activity 1.61 .490 143 

Trust 1.78 .418 143 

Privacy 1.18 .387 138 

Use mobile phone .71 .454 143 

High bank charges 1.11 .317 142 

Long lines 1.08 .269 141 

Complaints handled fast 1.43 .498 138 

a. Comm. Bank Account = yes, Formally employed = no 
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Appendix  32: Linear Probability Model- Full model of coefficients and significance of variables 

in the equation on quality of banking services used by the employed  middle class.  

 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) .801 1.032  .776 .439 

Gender .060 .091 .052 .661 .510 

Marital status .093 .101 .076 .922 .358 

 Age Group .093 .097 .079 .956 .340 

Education -.103 .216 -.037 -.478 .634 

Religion -.062 .169 -.029 -.366 .715 

Monthly Expenditure -.021 .046 -.039 -.451 .653 

Level of Activity .918 .281 .276 3.264 .001 

Do you Trust the banking sector? -.037 .183 -.016 -.201 .841 

 Do you feel banking halls look 

sophisticated? 

.064 .133 .036 .480 .632 

Do you feel the distance to the bank is 

far? 

.104 .101 .090 1.032 .304 

Do you feel your privacy will be 

compromised because of operating a 

bank account? 

.009 .165 .005 .058 .954 

Has anyone marketed banking products 

to you?  

-.055 .113 -.039 -.489 .626 

Have you been trained on saving -.108 .121 -.078 -.895 .372 

Do you shared a bank account with 

another person? 

-.070 .100 -.058 -.698 .486 

Do you feel your money is safer 

elsewhere than in a bank? 

-.159 .100 -.128 -1.587 .115 

Do you use your mobile phone for 

banking? 

.140 .179 .059 .783 .435 

Do you feel bank charges are high?  .129 .171 .060 .755 .451 

Do you feel the lines in the banking hall 

are long? 

-.147 .102 -.126 -1.442 .151 

Are ban staff rude? .119 .106 .095 1.123 .263 

Are your complaints handled fast? .085 .097 .071 .877 .382 

Do you feel the minimum balance is 

high? 

-.079 .135 -.045 -.582 .562 
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Do you feel the banking products are 

appropriate?  

-.038 .138 -.021 -.279 .781 

Do you feel banking hour are 

convenient? 

.030 .117 .024 .260 .796 

Do you feel despised by bank staff? -.133 .094 -.112 -1.410 .161 

Does the bank levy unclear/undisclosed 

bank charges 

.095 .119 .062 .801 .424 

Have you or someone you know gone 

through a bad experience?  

-.011 .103 -.008 -.103 .918 

Do you fear technology risks associated 

with using your phone for banking?  

-.057 .098 -.048 -.579 .564 

Do you feel the cost of using a mobile 

phone for banking is high? 

.138 .108 .113 1.275 .204 

Do you feel the instructions for using your 

phone for banking are complicated?  

-.162 .097 -.140 -1.665 .098 

Are internet banking services reliable? .149 .215 .058 .694 .489 

 

 

Gender  female - 0, male -1;      marital status,  married - 0,  single - 1;        Age group (18-35 year)- 1,  (36-65  years)- 2 

 Education 1- (upto O’level), 2 – (above O’level);         Religion- Christian-0,  Muslim-1;         Monthly expenditure- (UGX 1- UGX 2 million) - 0, (Above UGX 2 million to 

UGX 3 million) - 1, (Above UGX 3 million– UGX 4 million) - 2, (Above UGX 4 million – UGX 5 million)- 3;     Active  bank account user, No-1, Yes- 2;   Trust the 

banking sector- no-1, yes-2              Long Distance to bank- yes-1, no-2,       Privacy may be compromised yes-1, no-2,    Marketing on banking products  no-1, yes-2        

Trained on saving no-1, yes-2   Shared bank account   yes-1, no -3,       Money safer elsewhere  than a bank? yes-1, no-2,        Do you use your mobile phone for 

banking Yes -0,  No -1,   High bank charges yes-1, no-2, Are lines long – Yes- 1, No-2;    Are bank staff rude Yes-1, No- 2; Are complaints handled fast – No-1, Yes- 

2;    Minimum bank balance high Yes-1, No-2;    Are banking products appropriate – No-1, Yes- 2;     Are banking hours convenient No-1, Yes-2;     Do you feel 

despised by bank staff; Yes-1, No-2;       Are some bank charges not clear or not disclosed Yes-1, No – 2;      Bad experience Yes-0, No-1;        Fear of technology 

related risks? yes-1, No- 2;      High cost of using mobile phone for banking Yes-1, No- 2;       Complicated instructions for using mobile phone for banking yes-1, No- 

2;        Internet banking reliable – No-1, Yes- 2;     ATM reliable No-1, Yes- 2;        N/A- 0, reported as missing variables.   
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Appendix  33: Ordinal regression analysis- Full Model - Coefficients and significance of 

variables in the equation on quality of banking services used by the middle class.  

 

Parameter B Std. Error 

95% Wald Confidence 

Interval Hypothesis Test 

Exp(B) Lower Upper 

Wald Chi-

Square df Sig. 

Threshold [Satisfied? 

=1] 

25.763 21586.544

2 

-42283.086 42334.612 .000 1 .999 154409672041.6

03 

[Satisfied? 

=2] 

28.799 21586.544

2 

-42280.050 42337.649 .000 1 .999 3216960777237.

524 

Gender .478 .4924 -.488 1.443 .940 1 .332 1.612 

Marital status .000 .5577 -1.093 1.094 .000 1 .999 1.000 

 Age Group .800 .5128 -.205 1.805 2.434 1 .119 2.226 

Education -1.955 1.2447 -4.395 .484 2.467 1 .116 .142 

Religion -1.768 .9996 -3.727 .191 3.129 1 .077 .171 

Monthly Expenditure -.077 .2767 -.620 .465 .078 1 .780 .925 

Do you Trust the banking sector? 3.903 1.6977 .576 7.231 5.286 1 .021 49.568 

 Do you feel banking halls look 

sophisticated? 

-.231 .9526 -2.098 1.636 .059 1 .808 .794 

Do you feel the distance to the bank 

is far? 

-.546 .7079 -1.933 .842 .594 1 .441 .579 

Do you feel your privacy will be 

compromised because of operating 

a bank account? 

.389 .5420 -.674 1.451 .514 1 .473 1.475 

Has anyone marketed banking 

products to you?  

1.333 .8188 -.271 2.938 2.652 1 .103 3.794 

Have you been trained on saving -.631 .6263 -1.858 .597 1.014 1 .314 .532 

Do you shared a bank account with 

another person? 

-.034 .6426 -1.293 1.226 .003 1 .958 .967 

Do you feel your money is safer 

elsewhere than in a bank? 

-.500 .5487 -1.575 .576 .830 1 .362 .607 

Do you use your mobile phone for 

banking? 

-1.714 .6584 -3.004 -.423 6.777 1 .009 .180 

Do you feel bank charges are high?  21.806 21586.543

5 

-42287.042 42330.653 .000 1 .999 2951301237.233 

Do you feel the lines in the banking 

hall are long? 

1.571 1.5061 -1.381 4.523 1.088 1 .297 4.812 

Are ban staff rude? -1.008 .5776 -2.140 .124 3.048 1 .081 .365 
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Are your complaints handled fast? .739 .5709 -.380 1.858 1.676 1 .195 2.094 

Do you feel the minimum balance is 

high? 

.952 .5334 -.093 1.998 3.188 1 .074 2.592 

Do you feel the banking products 

are appropriate?  

-.349 .7254 -1.771 1.073 .231 1 .631 .705 

Do you feel banking hour are 

convenient? 

-.305 .7215 -1.720 1.109 .179 1 .672 .737 

Do you feel despised by bank staff? -1.226 .6744 -2.548 .096 3.305 1 .069 .293 

Does the bank levy 

unclear/undisclosed bank charges 

-1.309 .5238 -2.336 -.282 6.245 1 .012 .270 

Have you or someone you know 

gone through a bad experience?  

-.018 .7407 -1.470 1.434 .001 1 .981 .982 

Do you fear technology risks 

associated with using your phone for 

banking?  

.423 .5512 -.657 1.503 .589 1 .443 1.526 

Do you feel the cost of using a 

mobile phone for banking is high? 

.233 .5352 -.816 1.282 .189 1 .664 1.262 

Do you feel the instructions for using 

your phone for banking are 

complicated?  

.521 .5998 -.655 1.697 .754 1 .385 1.684 

Are internet banking services 

reliable? 

-.948 .5153 -1.958 .062 3.385 1 .066 .388 

Are ATM service reliable?  2.711 1.0882 .578 4.844 6.207 1 .013 15.047 

 

 

Gender  female - 0, male -1;      marital status,  married - 0,  single - 1;        Age group (18-35 year)- 1,  (36-65  years)- 2 

 Education 1- (upto O’level), 2 – (above O’level);         Religion- Christian-0,  Muslim-1;         Monthly expenditure- (UGX 1- UGX 2 million) - 0, (Above UGX 2 million to 

UGX 3 million) - 1, (Above UGX 3 million– UGX 4 million) - 2, (Above UGX 4 million – UGX 5 million)- 3;     Active  bank account user, No-1, Yes- 2;   Trust the banking 

sector- no-1, yes-2              Long Distance to bank- yes-1, no-2,       Privacy may be compromised yes-1, no-2,    Marketing on banking products  no-1, yes-2        

Trained on saving no-1, yes-2   Shared bank account   yes-1, no -3,       Money safer elsewhere  than a bank? yes-1, no-2,        Do you use your mobile phone for 

banking Yes -0,  No -1,   High bank charges yes-1, no-2, Are lines long – Yes- 1, No-2;    Are bank staff rude Yes-1, No- 2; Are complaints handled fast – No-1, Yes- 2;    

Minimum bank balance high Yes-1, No-2;    Are banking products appropriate – No-1, Yes- 2;     Are banking hours convenient No-1, Yes-2;     Do you feel despised 

by bank staff; Yes-1, No-2;       Are some bank charges not clear or not disclosed Yes-1, No – 2;      Bad experience Yes-0, No-1;        Fear of technology related risks? 

yes-1, No- 2;      High cost of using mobile phone for banking Yes-1, No- 2;       Complicated instructions for using mobile phone for banking yes-1, No- 2;        Internet 

banking reliable – No-1, Yes- 2;     ATM reliable No-1, Yes- 2;        N/A- 0, reported as missing variables.   
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Appendix  34: Frequency tables – Factors affecting quality of banking services accessed by the 

employed middle class 

 

Table a: Trust in the banking sector 

 

Trusta 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid no 7 3.1 3.1 3.1 

yes 217 96.9 96.9 100.0 

Total 224 100.0 100.0  

a. Comm. Bank Account = yes, Formally employed = yes 

 

 

Table b: Internet reliability 

Internet banking reliablea 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid no 91 40.6 47.2 47.2 

yes 102 45.5 52.8 100.0 

Total 193 86.2 100.0  

Missing na 31 13.8   

Total 224 100.0   

a. Comm. Bank Account = yes, Formally employed = yes 

 

Table c: Use of mobile phone for banking    

 

Use mobile phonea 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid yes 151 67.4 68.0 68.0 

no 71 31.7 32.0 100.0 

Total 222 99.1 100.0  

Missing na 2 .9   

Total 224 100.0   

a. Comm. Bank Account = yes, Formally employed = yes 
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Appendix  35: Residual statistics - Factors affecting quality of banking services used by the 

trading middle class 

 

Table a: Residual Statistics – full model 

 

Residuals Statisticsa,b 

 Minimum Maximum Mean Std. Deviation N 

Predicted Value 1.38 3.18 2.65 .284 153 

Std. Predicted Value -4.204 1.920 .123 .963 153 

Standard Error of Predicted 

Value 

.141 .337 .222 .042 153 

Adjusted Predicted Value .57 3.23 2.65 .327 153 

Residual -1.683 1.624 .008 .488 153 

Std. Residual -3.076 2.968 .014 .892 153 

Stud. Residual -3.333 3.629 .016 .999 153 

Deleted Residual -1.976 2.428 .010 .615 153 

Stud. Deleted Residual -3.453 3.789 .014 1.010 153 

Mahal. Distance 10.849 66.761 29.439 11.710 153 

Cook's Distance .000 .210 .009 .022 153 

Centered Leverage Value .061 .373 .164 .065 153 

a. Comm. Bank Account = yes, Formally employed = yes 

b. Dependent Variable: Satisfied? 

 

 

Table b: Residual Statistics – parsimonious model 

 

 

Residuals Statisticsa,b 

 Minimum Maximum Mean Std. Deviation N 

Predicted Value 1.33 2.89 2.62 .266 190 

Std. Predicted Value -5.075 1.095 .031 1.049 190 

Standard Error of Predicted 

Value 

.074 .233 .090 .028 190 

Adjusted Predicted Value 1.15 2.91 2.62 .268 190 

Residual -1.622 1.526 .018 .516 190 

Std. Residual -3.069 2.888 .034 .977 190 
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Stud. Residual -3.110 3.179 .035 1.000 190 

Deleted Residual -1.666 1.850 .019 .542 190 

Stud. Deleted Residual -3.186 3.261 .033 1.007 190 

Mahal. Distance 2.723 35.863 4.993 5.680 190 

Cook's Distance .000 .358 .008 .032 190 

Centered Leverage Value .014 .189 .026 .030 190 

a. Comm. Bank Account = yes, Formally employed = yes 

b. Dependent Variable: Satisfied? 
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Appendix  36 : Testing the Model  for suitability – Ordinal Regression Analysis – Factors 

affecting quality of banking services accessed by the employed middle class 

Table a: Omnibus test – Full model 

 

 

Omnibus Testa,b 

Likelihood Ratio 

Chi-Square df Sig. 

61.503 30 .001 

a. Comm. Bank Account = yes, Formally 

employed = yes 

 

 

Table b: Omnibus test - Parsimonious model 

 

Omnibus Testa,b 

Likelihood Ratio 

Chi-Square df Sig. 

34.205 7 .000 

a. Comm. Bank Account = yes, Formally 

employed = yes 
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Appendix  37: Descriptive statistics  - Linear Probability Model-  Factors affecting quality of 

banking services accessed by the employed middle class 

 

Table a: Full model  

 

Descriptive Statisticsa 

 Mean Std. Deviation N 

Satisfied? 2.62 .580 224 

Gender .47 .500 224 

Marital status .33 .470 224 

 Age Group 1.61 .489 224 

Education 1.96 .207 224 

Religion .08 .272 224 

Monthly Expenditure 1.01 1.094 224 

Trust 1.97 .174 224 

 Sophisticated 1.93 .251 224 

Distance 1.88 .326 224 

Privacy 1.50 .501 224 

Marketing 1.91 .286 224 

Trained on saving 1.78 .415 223 

Shared account 1.78 .416 221 

Safer elsewhere 1.64 .482 221 

Use mobile phone .32 .467 222 

High bank charges 1.06 .243 223 

Long lines 1.08 .267 221 

Rude staff 1.44 .497 223 

Complaints handled fast 1.70 .461 214 

High minimum balance 1.62 .485 221 

Appropriate products 1.87 .333 213 

Convinient hours 1.89 .316 224 

Despised by staff 1.70 .460 213 

Undisclosed bank charges 1.38 .488 221 

Bad perso3l experince .17 .376 224 

Fear technology 1.28 .449 219 

High cost of mobile phone 

banking 

1.39 .490 193 

Complicated instructions 1.66 .475 199 
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Internet banking reliable 1.53 .500 193 

ATM reliable 1.95 .228 220 

a. Comm. Bank Account = yes, Formally employed = yes 

 

Table b: Parsimonious model  

 

 

Descriptive Statisticsa 

 Mean Std. Deviation N 

Satisfied? 2.62 .580 224 

Trust 1.97 .174 224 

Use mobile phone .32 .467 222 

Rude staff 1.44 .497 223 

Undisclosed bank charges 1.38 .488 221 

Internet banking reliable 1.53 .500 193 

a. Comm. Bank Account = yes, Formally employed = yes 

 

 

 

 

 

 


