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Due to their highly democratic and locally autonomous nature, cooperatives have a potentially 
strong role in reducing poverty and social exclusion, and promoting rural and national development 
(Develtere et al. 2008; Birchall 2004, 2003). However, the development of cooperatives has been 
limited by inadequate research. There is a dearth of up to date literature on the status of African 
cooperatives since the liberalization of the agriculture sector in the mid-1990s (Wanyama et al. 
2008). In addition, policymakers, practitioners, and others harbor outdated views on cooperatives, 
hampering progress in the sector. Cooperatives in Uganda, especially those involved in cash crops, 
successfully provided agricultural-related services to farmers until the mid-1980s. At that time, due 
to political instability, liberalization of markets, and mismanagement, among other reasons, almost 
all the cooperatives failed. However, a few survived, and cooperatives are enjoying a revival in 
Uganda. This policy note is based on a case study of the recent revival and reform of the 
agricultural cooperative sector in Uganda.

In recent years, the Ugandan government has shown 
commitment and interest in reviving the cooperative 
sector.  The government has strengthened surviving 
cooperatives and promoted the establishment of new 
marketing and financial cooperatives to reach farmers 
with services that contribute to improving rural 
livelihoods and reducing poverty. The Uganda 
Cooperative Alliance (UCA), an independent umbrella 
organization of cooperatives, is spearheading reforms 
of the sector by promoting sustainable cooperatives 
that provide services for the poor. The reformed 
cooperatives offer a complimentarity of services by 
combining access to financial services through Savings 
and Credit Cooperative Organizations (SACCOs) with 
bulk-marketing services for farmer produce through 
Area Cooperative Enterprises (ACEs) and Rural 
Producer Organizations (RPOs). The reformed 
cooperative movement is expected to avoid many of 
the mistakes made by agricultural cooperatives in the 
past, to increase rural incomes, and to link farmers to 
profitable markets, with the overall goal of decreasing 
rural poverty. This policy note considers the following 
questions:  

 How are these reformed cooperatives organized? 
 How are they avoiding past mistakes and ensuring 

sustainability? 

 And how are they contributing to improving rural 
livelihoods and reducing poverty? 1 

Methodology 

This policy note summarizes findings from case 
studies of eight Area Cooperative Enterprises (ACEs) 
from the Eastern and Western regions of Uganda, 
engaged in different enterprises, such as maize, 
banana, coffee, beans, and honey. From each selected 
ACE, three registered member Rural Producer 
Organizations (RPOs) were selected and researchers 
randomly picked about fifty members from the three 
RPOs – 407 cooperative members were interviewed in 
total.  The researchers also conducted interviews with 
eight ACE managers and 22 RPO chairpersons. The 
data was collected between January and May 2010.  

                                        
1 The research was conducted within the multi-country research 
project “Making Rural Services Work for the Poor: the Role of 
Rural Institutions and their Governance for Agriculture-Led 
Development.” The project was carried out by IFPRI, Humboldt 
University and Makerere University. The authors are grateful to 
Todd Benson, Ephraim Nkonya, Prof. Dr. Markus Hanisch, Prof. 
Bernard Bashaasha and Dr. Margaret Mangheni for their remarks 
and facilitation during the research project. 

This policy note is drawn from materials assembled for a draft 
chapter of a PhD dissertation being prepared by the first author. 
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Restructuring and reorganizing post-
liberalization cooperatives  

Since the liberalization of agricultural markets in 
Uganda in the early 1990s, the cooperative sector has 
gone through a dynamic process of rehabilitation and 
restructuring, adjusting to the conditions of a 
liberalized economy. The previous old structure of 
cooperatives had been vertical and hierarchical, with 
farmers at the lowest level sending their produce to the 
primary societies and the primary societies then 
sending it to the unions (see Figure 1). The unions sent 
the produce to the marketing boards, which had the 
responsibility to find export markets for it. After 
liberalization, a new model for cooperative marketing 
emerged. Other traders entered the markets, competing 
with the unions to obtain produce from farmers for 
marketing. As a consequence, the unions had a lower 
supply of produce and their business operations proved 
unprofitable. The marketing boards became 
dysfunctional and gradually collapsed. Most of the 
unions collapsed as well, affecting the continued 
survival of the primary societies.  

The Uganda Cooperative Alliance (UCA), as an apex 
body, was affected as well, since it was supported by 
the cooperative unions. To survive and revive the 
fallen cooperative movement, the UCA focused on 
organizing and strengthening grassroots farmer 
organizations to maximize membership and build the 
commitment of members. Grassroots community-
based organizations, parish farmers associations and 
other smaller farmer groups were all organized under 
Rural Producer Organizations (RPOs). These are 
primary cooperative organizations located at the 

village or parish level. RPOs were strengthened to act 
as cooperatives where produce supplied by members is 
bulked and marketed collectively. At the sub-county 
level, the Area Cooperative Enterprises (ACEs) were 
introduced to act as smaller cooperative unions for the 
RPOs. A number of RPOs in a sub-county merge to 
form an ACE. The ACE looks for better markets for 
members’ produce and bargains for higher prices. The 
ACEs have the option of marketing produce to any of 
the many buyers on the market, with the objective of 
obtaining competitive prices for farmers produce. An 
ACE may also trade with the cooperative union of 
which it is a part, if the union offers a competitive 
price. Both the RPO and the ACE may register as 
members of the union and trade directly with it. 
Produce may also be sold to individual traders on the 
local market or on contract with other larger traders 
with links to international organizations operating in 
export markets. 

An important aspect of the restructured cooperatives is 
the linkage between RPOs, ACEs and SACCOs, which 
has been termed a “tripartite system.” In this system, 
the RPOs, who are the producers, supply produce to 
the ACE, which looks for markets for the produce. The 
SACCOs provide financial assistance to the farmers, 
who are registered members of the SACCO, and to the 
ACE. Members can access loans from the SACCO 
using the produce that they supply to the ACE as 
security. Payments after sales of produce are made to 
the individual SACCO accounts of farmers. This 
system works like a micro-warehouse receipt system. 
Nationally in 2010, there were over 64,000 individual 
members of 352 RPOs forming 55 ACEs. These RPOs 

Figure 1: Old and new models of agricultural cooperative marketing activities in Uganda 

OLD  NEW 



3 
 

and ACEs are linked to 42 SACCOs which deliver 
financial services (UCA 2010). 

These reformed cooperatives are meant to be managed 
as profitable business units competing with other 
private traders in agricultural output markets. To 
effectively compete with private traders and make a 
profit to benefit their members, RPOs and ACEs must 
minimize their overhead costs and market large 
volumes of the produce of their member farmers. To 
kick-start the operations of newly established ACEs, 
UCA provides payments to cover the wages of ACE 
managers during the first year to reduce ACE 
operational overhead costs, and provides some office 
equipment and logistics. Thereafter, the cooperatives 
are expected to make profits from their business and 
operate relatively independently. 

The reformed cooperative bodies promote 
diversification of their marketing enterprises beyond 
the traditional cash crops of cotton and coffee. UCA 
encourages ACEs to bulk and market at least three 
products to ensure an all-year business pattern, thereby 
encouraging members to extend their production 
beyond a single product. Diversification of member 
production reduces the risks of crop failure and low 
prices during the peak production season. 

Ensuring sustainability of cooperatives 

The agricultural cooperative structure in Uganda 
needed reforms to help farmers adjust to the changing 
business environment of a liberalized market economy 
and to revive the fallen cooperative movement. 
Learning from past successes and failures of 
cooperatives in Uganda and the experiences of other 
cooperatives in Africa, the UCA pursued a number of 
strategies to ensure sustainability and promote the 
development of the cooperative sector. Among these 
strategies are: supporting cooperatives as independent 
business units; building autonomous democratic 
institutions; providing technical education to improve 
the productivity and profitability of member farmers 
and training members on best practices in the 
operations of agricultural cooperatives; and promoting 
clear policy guidelines for the operations of the 
cooperatives. Table 1 shows what cooperative 
members interviewed for this study felt was the most 
important effort being made at governance reform to 
promote sustainable development within their specific 
cooperative bodies. 

Table 1: Perception by members of most important 
effort to ensure sustainability of their cooperative 

How cooperatives are ensuring 
sustainability Percent 

Autonomous democratic institutions 50.1 

Clear policy guidelines 23.6 

Independent business unit 15.5 

Cooperative education 10.8 

n = 407  

Source: IFPRI/Humboldt University Uganda Cooperatives 
Survey, 2009-10. 

 

Promoting cooperatives as independent 
business units 

The reformed cooperatives engage in self-sustaining 
business practices. This principally involves bulk 
marketing of produce from members and charging a 
commission for the produce sold. The commission is a 
source of revenue to run the operations of the 
cooperatives. Unlike in the period up to the early 
1990s when the collapse of the cooperative union 
resulted in the collapse of the primary society, the 
reformed cooperatives ensure that both the ACE and 
the RPO are organized as business entities with some 
form of self-generated revenue from commission 
charges, shares, and membership fees.  In their bulk 
marketing, the cooperatives negotiate for higher prices, 
selling to the highest bidder on the market, in contrast 
to the old cooperative structure where the cooperative 
union only sold to the marketing board. In addition, 
some ACEs engage in diversified businesses beyond 
marketing, such as promoting value-addition to the 
produce they handle. 

Promoting autonomous democratic 
institutions 

The ACEs are generally closer to the farmers and serve 
a smaller operational area than the earlier cooperative 
unions. They focus on promoting member participation 
within their RPOs and the broader ACE by 
encouraging member involvement in meetings, broad 
and inclusive decisionmaking processes, and regular 
elections of cooperative leadership. From the field 
survey, researchers found that 87 percent of the 
cooperative members sold over 80 percent of their 
total marketed produce through the cooperatives, 
demonstrating that most RPO members in the area 
patronized their ACE and participated in its operations.  

The cooperatives are organized and operated through a 
bottom-up approach with the members closely 
participating in the decisionmaking of their leaders. 
Ninety-eight percent of the cooperative members 
interviewed said that their cooperatives held regular 
meetings. The yearly Annual General Meetings are 
generally well attended, with over 68 percent of 
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surveyed members reporting attending. Interviews also 
show that members assume full ownership of their 
cooperative and are committed to its success. Of the 
members surveyed, 91 percent said they felt fully 
included in the decisionmaking process of their 
cooperative because they were allowed to give their 
views, and their opinions were heard and considered. 
Eighty-nine percent of those surveyed, of whom 34 
percent were female, agreed that women participated 
effectively in decisionmaking in their cooperatives.  

Promoting cooperative education 

The reformed cooperatives provide training for both 
their members and the managers of the cooperatives. 
Eighty-nine percent of members surveyed reported 
having received some form of training through their 
RPO or ACE. Most of the training is on issues related 
to the functioning of the cooperatives, such as group 
dynamics, agronomic practices, or post harvest 
management. However, cooperative leaders also 
occasionally organize special training sessions to 
address specific challenges. For example, farmers from 
Tigebwa Development Association, an RPO-registered 
member of Nyabubare ACE, received value-added 
training for their banana crop by learning to make 
banana wine.  In addition, the cooperative leaders 
receive training in managerial and entrepreneurial 
skills. These training services are provided by the 
regional offices of the UCA, the district and sub-
county National Agricultural Advisory Services 
(NAADS) extension services, and certain NGOs 
working in the districts. 

Clear policy guidelines for cooperatives 

The reformed cooperative system focuses on providing 
clear policy guidelines to guide the operations of the 
cooperatives. At the national level, the national 
cooperative development policy outlines strategies to 
strengthen cooperatives to support national poverty 
reduction and rural development programs. At the 
grassroots level, members of cooperatives have been 
made more aware by their leaders and staff of UCA of 
the principles of cooperatives and their roles and 
responsibilities as cooperative members. All the 
cooperatives studied have by-laws that guide their 
activities and their required oversight and internal 
controls  

Cooperatives’ contribution to improving rural 
livelihoods 

It appears that the revived cooperatives are 
contributing to poverty reduction. Over 90 percent of 
surveyed members reported changes in their income 
after joining and marketing their produce through the 
cooperative, with 92 percent of these reporting an 
increase in income over the past five years (Table 2). 

For those cooperative members who reported a 
decline, the loss in income was primarily due to the 
effect of coffee wilt disease on the coffee crop in 
recent years. 

Table 2: Income changes perception 

How has your income 
changed? 

Percent 

Increased 91.9 

Decreased 5.4 

Remained constant 2.9 

n = 407  

Source: IFPRI/Humboldt University Uganda 
Cooperatives Survey, 2009-10. 

 
When asked what proportion of their income change 
they attributed to their participation in cooperatives, 
43 percent of farmers reported that between 50 and 
74 percent of their income increase was due to 
cooperative participation, while 7 percent reported that 
over 75 percent was due to their participation in a 
cooperative (Table 3). In part through their 
participation in the agricultural cooperatives, the 
economic situation of farmer members over the past 
years has improved. 

Table 3: Proportional income changes  

Income change groups Percent 

Up to 24% change 26.5 

Between 25 & 49% change 23.8 

Between 50 & 74% change 42.7 

Over 75% change 6.9 

n = 407  

Source: IFPRI/Humboldt University Uganda 
Cooperatives Survey, 2009-10. 

 
Asked how they perceived an increase in their 
incomes, cooperative members reported examples 
ranging from being able to meet basic needs of their 
household to affording two or three meals a day and 
improved quality of food (Table 4). Members also 
realized increased income savings and increased yields 
as a result of better farming practices and expansion of 
farmland. Increased incomes made it is possible for 
farmers to purchase and expand farmland and acquire 
cooking utensils, bedding, and bicycles for easy 
transportation, while others were able to diversify their 
enterprises and engage in livestock production. 
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Table 4: Increased income perception 

Perception of increased income 
(over past five years) Percent 

Able to meet household consumption needs 32.5 

Increased incomes and savings 31.0 

Increased yields 10.6 

Increase in household assets 9.7 

Bought piece of land 7.9 

Diversified production 4.9 

Expanded farm land 3.3 

n = 407  

Source: IFPRI/Humboldt University Uganda Cooperatives Survey, 
2009-10. 

 
Members of the cooperatives are optimistic about the 
economic benefits that will accrue to them over the 
next five-year period. Over 90 percent of members 
surveyed said they expected a positive change in their 
current economic situation if the cooperatives 
remained well organized (Table 5). Members were 
confident that their livelihoods would improve because 
they would be assured of an increase in production 
from expanded farmland increased yields due to 
improved farming practices. Similarly, they expected 
their income to grow for as long as the market for their 
produce was guaranteed. Other economic benefits to 
members include access to financial services and loans 
through SACCOs for their immediate financial needs 
rather than having to sell their produce at harvest when 
only low prices are offered, and access to training 
workshops to improve their farming knowledge and 
practices.  

Table 5: Future perception on economic situation 

Economic situation 
in the next 5 years Percent 

Much better 72.7 

Better 20.9 

Same 3.7 

Worse 2.0 

Much worse 0.7 

n = 407  

Source: IFPRI/Humboldt University 
Uganda Cooperatives Survey, 2009-10. 

 
About 6 percent of respondents, however, stated that 
they perceived no change or even a change for the 
worse over the next five years. This could be attributed 
to high and rising costs of living amidst and outbreaks 
of coffee and banana bacterial wilt diseases that had 
recently severely affected those crops.  

Expectations of government support to 
cooperatives 

When asked their opinion on how the government 
could support cooperatives to promote sustainable 
development and ensure cooperative members are in a 

position to add value to their produce and increase 
their market access for poverty reduction, members 
provided differing opinions (Table 6).  

Table 6: Government support to cooperatives  

How should government 
support cooperatives? Percent 

Farmer trainings and extension services 16.2 

Subsidized input supply 17.4 

Increase funding 36.9 

Monitoring and evaluation 9.6 

Supportive policies and programs 13.3 

Look for better markets 6.1 

Improve road network 0.5 

n = 407  

Source: IFPRI/Humboldt University Uganda Cooperatives Survey, 
2009-10. 

Thirty-six percent of surveyed members want the 
government to provide more financial support to the 
cooperatives. Government support is, in fact, needed. 
Most cooperatives do not have enough capital to invest 
sufficiently to take advantage of economies of scale. 
One recommendation arising from this study is to 
implement an agricultural loan scheme for the ACEs 
provided through the SACCOs. This would enable 
them to buy produce from members on a cash-payment 
basis. In this way, the cooperative could consolidate 
large volumes of produce for bulk sales, lowering 
operational costs and putting it in a better position to 
bargain for higher prices.  

Government financial support for cooperatives would 
also reduce the operational overhead cost of the 
cooperatives, which is currently borne by members, 
and would reduce their marketing costs. If the 
cooperatives are able to operate at the lowest cost 
possible, prices paid to farmers for the supplied 
produce will rise. Increased farm prices mean 
increased income to farmers and improved livelihoods.  

Regardless of the amount, direct government support 
is not adequate without parallel measures to promote 
education and training and independent democratic 
cooperatives.  

Several survey members (17 percent) felt the 
government should provide subsidized agricultural 
inputs to farmers. Agricultural inputs are crucial for 
farmers to expand their agricultural enterprises, and 
the appropriate farm inputs to improve productivity, 
such as fertilizers, are unaffordable for most farmers in 
Uganda (Pender et al. 2004). While 34 percent of 
respondents reported having obtained inputs through 
their cooperatives, many of the farmers (49 percent) 
reported obtaining their inputs from private dealers. 
With access to subsidized inputs, more farmers could 
improve their productivity and gain higher returns.  
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Another desired area of government support is in the 
provision of farmer training for both the management 
staff and the members of the cooperatives. Training on 
value-addition, post harvest handling to reduce harvest 
losses, and improved agronomic practices were 
especially desired. Others agreed that the government 
should ensure supportive policies and programs that 
promote cooperative development and, as part of this, 
should put a system in place where cooperatives are 
properly monitored and regulated in their activities. 
Finally, several survey participants felt that the 
government should intensify its efforts to strengthen 
and improve markets and the road infrastructure 
linking rural areas to markets. 

Conclusion 

The purpose of this policy note is to provide 
knowledge on the revival of agricultural cooperatives 
in Uganda. The study summarized here focused on 
how the cooperatives have been reformed to adjust to 
the conditions of a liberalized market, the strategies 
adopted to promote sustainability and success, and 
how the reformed cooperatives are contributing to 
improving rural livelihoods. Evidence from the field 
shows that strategies employed to reform the 
cooperatives have included strengthening grassroots 
organizations, introducing Area Cooperative 
Enterprises to look for better markets and competitive 
prices for Rural Producer Organizations, and building 
stronger linkages with Savings and Credit Cooperative 
Organizations for access to financial services. The 
Uganda Cooperative Alliance places heavy emphasis 
on supporting cooperatives as independent profitable 
business units, building autonomous democratic 
institutions, providing technical education to improve 
the productivity and profitability and trainings on best 
practices, and promoting clear policy guidelines for the 
cooperatives. Member participation in the reformed 
cooperatives has contributed to increased incomes, 

affordability of basic household items, increased 
production and productivity, increased ability of 
members to feed their families two to three meals a 
day, and increased household savings. Reviving the 
agricultural cooperatives has proven effective in 
linking rural farmers to profitable markets, enabling 
them to more successfully bargain for higher prices, 
improving their access to financial services, and 
increasing their farming knowledge to increase 
production and productivity.  
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