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Abstract 

This paper examines the extent of cooperative behaviour in rural Uganda as recorded in the 
most recent nationally representative household survey. Summary statistics on the presence 
of marketing cooperatives, recently formed National Agricultural Advisory Services farmers’ 
groups, and risk sharing networks are presented. The determinants of the existence of 
marketing cooperatives and a farmer’s decision to participate in newly formed groups are 
explored. Initial results indicate civil conflict, ethnic homogeneity and reported levels of trust 
have some impact in determining the presence of marketing cooperatives and the propensity 
of farmers to participate in newly formed groups. 
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1. Introduction 

Smallholder agriculture in Sub-Saharan Africa is exposed to pervasive market failures, 
translating into missed opportunities and sub-optimal economic behaviour. The lack of credit 
for instance, severely constrains investment capacity, while the lack of crop insurance is one 
factor that contributes to farmers’ focus on low risk-low returns production strategies. Such 
market failures are often rooted in high transaction costs: markets fail when the expected 
costs of transacting are greater than expected gains from transaction. When markets do 
exist, smallholder farmers often find it more difficult to access them. Although often more 
efficient in production, smallholders tend to face a comparative disadvantage when it comes 
to accessing inputs and marketing their output where important potential for economies of 
scale exist (Poulton et al. 2005). This is often because smallholders face disproportionately 
high transaction costs, in particular when these costs are invariant with the quantities 
commercialized (Goetz, 1992; Key et al. 2000; Fafchamps and Hill 2005). When smallholder 
farmers are autarkic they have lower levels of specialization, lower productivity and hence 
lower income (Timmer 1997; von Braun and Kennedy 1994).  

Cooperative behaviour can help address market failures by lowering and mitigating 
transaction costs, in particular by reducing some of the fixed costs of transacting. The 
importance of encouraging cooperative behaviour is well recognized in Uganda. A clear 
indication of government support for cooperatives and farmer groups was given by the 
Minister of Finance, Planning and Economic Development in the Budget speech of 2005, in 
which wealth creation through such forms of cooperative behaviour was mentioned as a 
preferred vehicle for reducing poverty (Mrema 2008). Encouraging effective collective action 
is one of the main approaches identified in the Marketing and Agro-processing Strategy of 
the PMA and farmer groups are being used in a wide array of marketing projects such as 
Technoserve, DANIDA’s ASPS, and USAID’s APEP. Savings and Credit Cooperatives 
(SACCOs) are being promoted by the government to facilitate access to credit. In addition, 
the principle of cooperative behaviour underlies the use of model farmers as a means of 
disseminating new technologies and production practices to many farmers.  

However the extent and quality of cooperative behaviour varies widely from one community 
to another. For example, some villages have set up groups that are able to undertake 
collective marketing, whilst other villages have groups that essentially just act as an easy 
conduit of information and training. Other villages have little cooperative behaviour at all. 
Analysis suggests that there are a number of potential benefits to engaging in cooperative 
behaviour that are currently unmet. Fafchamps and Hill’s (2005) study on coffee producers in 
Uganda indentified room for benefits via collective selling to save on transportation costs. 
However, such mechanisms were seldom observed. A reading of the literature and 
interviews with stakeholders also highlighted that very little (or no) aggregate data on these 
groups is readily available, leaving key statistics such as the percentage of rural households 
involved engaging in these groups or some kind of cooperative behaviour, and the proportion 
of groups involved in different activities essentially unknown.  

This paper aims to contribute to an improved understanding of the level and type of 
cooperative behaviour present in rural Uganda. It uses questions asked in the community 
and household surveys fielded as part of the Uganda National Household Survey in 2005, to 
provide some information on the extent of cooperative activity in rural Uganda, some 
determinants of marketing cooperative existence, and some determinants of participation in 
newly formed farmer groups.  

2. Review of literature and framework for analysis 

For the most part this paper concerns itself with a particular type of cooperative behaviour: 
cooperation in the production and marketing of agricultural products. As such the paper 
focuses on marketing cooperatives and the establishment of farmer groups under the 
National Agricultural Advisory Services (NAADS) programme. However, associational life is 
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not limited to these activities. Cooperative behaviour can also help in the provision of public 
goods such as quality education and health services (through Parent Teachers 
Associations), in providing access to credit (through SACCOs), and in the provision of 
insurance, such as through burial societies which insure against the costs of funerals. 
Reinikka and Svenson (2007) detail how increased parental involvement in the running of 
schools improved educational outcomes in rural Uganda. Jones (2008) details how burial 
societies (given different names in different parts of Uganda, sometimes called Akiyo, 
Amorican, or Engozi) are one of the most important rural institutions and provide some form 
of social protection to households in the event of the death of a family member (also see 
reference in Namuddu 2007).  

Mrema (2008) provides a history of the cooperative movement in Uganda. He relates how 
the strength of cooperatives has waxed and waned since independence, affected by the 
strength of leadership, government and donor support, and civil conflict. By the beginning of 
the 1990s, prior to liberalization, cooperatives monopolised agricultural marketing activities. 
Liberalization of domestic markets occurred relatively quickly and completely in Uganda in 
the 1990s. Prior to liberalization cooperatives had been the main means by which farmers 
accessed markets, particularly for export crops such as coffee, cotton and tobacco. After 
liberalization farmers were able to sell through traders, and cooperatives found that their high 
overhead costs prevented them from being competitive.  

Although cooperatives had offered stable prices, the prices paid for marketed commodities 
were often quite low and full payment was only received many months after harvest. Since 
liberalization the majority of farmers have accessed input and output markets individually, on 
the spot market. For example Fafchamps and Hill (2005) report that in the early 1990s 
cooperatives were responsible for 90 percent of the primary processing of coffee, whilst in a 
2003  survey of coffee farmers only 1 in 490 recorded sales was made to a cooperative. As 
the importance of cooperatives diminished and a number stopped functioning, so too did the 
services they offered, such as provision of inputs. As in other countries in Sub-Saharan 
Africa who undertook similar liberalization measures, it was expected that the private sector 
would step in to provide farmers with the necessary inputs, commercialization services, 
access to credit and price stability. However, with the exception of a few cash crop sub-
sectors, such private sector services did not develop (for reviews of other countries’ 
experience in this regard see Dorward et al. 2004 and World Bank, 2008). 

To compensate for these missing markets, in recent years the government has encouraged 
the development of farmer groups stating, “farmers operate more effectively in the market 
place if they are organized, and can aggregate demand for inputs and bulk produce for sale” 
(PMA 2005). NAADS has formed many farmer groups throughout Uganda since 2001 to be 
conduits for training and extension services, some of which includes assistance in accessing 
inputs and marketing. A comprehensive review of NAADS activities is provided in Benin et al 
(2007). As they summarize: “NAADS promotes development of farmer organizations and 
empowers them to procure advisory series, manage linkage with marketing partners and 
conduct demand-driven monitoring and evaluations of the advisory services and their 
impacts” (Benin et al 2007, p.1). By 2005 the NAADS programme was operational in 29 
districts and 13,202 farmer groups had been registered. Interviews with stakeholders suggest 
few farmer groups (except those supported by donors or NGO programmes) undertake 
collective sales of output or procurement of inputs. Low levels of trust and lack of liquidity are 
cited by those working with farmer groups in Uganda as explaining some of the reticence to 
become involved in collective marketing. Outside of input and output marketing, a new 
initiative of the government is supporting the development of Savings and Credit 
Cooperatives. 

Although there are substantial potential benefits to cooperation, there are many examples 
from recent history of the failure of rural producer organizations to provide services. Producer 
organizations have played a major role in the successful performance of the family farm in 
many industrialized countries (Malassis, 2000). In the European Union, for instance, there 
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are some 30,000 agricultural cooperatives with 9 million members, accounting for 50 percent 
of the overall market for inputs and 60 percent of the market for products (Mercoiret et al., 
2006). In the United States, cooperatives control about 80 percent of dairy production and 
most specialty commodity production. Many success stories have been witnessed in 
developing countries as well, such as in India (Sharma and Gulati, 2003), Chile (Berdegue 
2001), Guatemala (Von Braun, Hotchkiss and Immink, 1989), Kenya and Ethiopia (Stall, 
Delgado and Nicholson, 1997). However, there are also many examples of failures in service 
provision (e.g. Chirwa et al, 2005). In Sub-Saharan Africa for instance, benefits derived from 
membership in a rural producer’s organization remained very low for nearly 1000 Rural 
Producers Organizations in Senegal and Burkina Faso (Bernard et al. 2008). Similarly in 
Ethiopia, Bernard and Seyoum-Taffesse (2007) find that 40 percent of all cooperatives 
officially engaged in marketing their members’ output had not sold anything in 2005. 

As the realised or perceived cost-benefit ratio of group formation and membership varies, so 
too will the incidence of endogenously formed groups and a farmer’s decision to participate 
in them. Bernard et al (2008) also shows that the activities a given group decides to 
undertake will vary with factors that affect the perceived cost and benefit of a given activity. A 
number of studies have suggested the following factors are of importance in determining the 
presence of associations that assist farmers in accessing markets (however it is important to 
note that for some factors, such as trust and social homogeneity it can be difficult to establish 
a causal relationship between the characteristics of a community and the development of 
economic associational life):  

 Access to markets: Improved market access tends to favour the development of 
marketing cooperatives in that it facilitates their ability to provide inputs to members 
and to find a buyer for crops marketed collectively. As such we would expect remotely 
located communities to have fewer cooperatives (Bernard et al 2007). However, 
proximate markets also offer an easy outside marketing options to community 
members, and as the group-lending literature has demonstrated increased outside 
options reduce the viability of a group. Ahlin and Townsend (2004) show that models 
of group lending formulated by Stiglitz (1990) and Banerjee, Besley and Guinnane 
(1994) predict that the success of group lending projects depends on the credit 
options available to individuals outside of the group.  

 Size of community: The success of a cooperative depends on its ability to reduce the 
fixed costs of transacting with markets. The per unit fixed costs fall with the quantities 
bought and sold, and as such one would expect larger communities to be more able 
to sustain marketing cooperatives. However, one may expect a non-linear relationship 
as when communities become very large, the costs of coordination (and perhaps also 
the level of social cohesion, see discussion below) increase making cooperation more 
costly and less likely. In the group-lending literature, Karlan (2005) provides evidence 
that when group members are more easily able to monitor and enforce repayment of 
other members, repayment and savings rates are better and attrition is lower. 

 Agro-potential and wealth of community: Models of group lending predict that 
individuals with higher productivity will be able to repay loans more effectively (Stiglitz 
1990, Banerjee, Besley and Guinnane 1994, Ghatak 1990, Besley and Coate 1995). 
It may also be the case that wealthier communities are better able to overcome the 
liquidity constraints often present in collective marketing (liquidity constraints that 
arise as a result of the need to wait to make sales with other farmers). However, 
empirically identifying the relationship between wealth and cooperative marketing can 
be difficult given reverse causality and omitted variables. Measures of agricultural 
potential can help identify this relationship. 

 Social homogeneity: Heterogeneity within a community affects participation rates 
(Alesina and la Ferrara 2002) and public good provision. Investing in group formation 
can be considered a form of public goods provision. A large literature (largely applied 
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to the US) has shown that community homogeneity increases the provision of public 
goods and that when there is a large difference in the characteristics of the main 
contributors and beneficiaries of a public good, the level of spending on the public 
good is lessened (Cutler, Elmendorf and Zeckhauser 1993, Poterba 1997, Goldin and 
Katz 1998, Alesina, Baqir and Easterly 1999, Alesina and Ferrara 2000). 
Habyarimana et al (2007) have shown this relationship to hold true in urban Uganda 
also, by using experimental games to compare public goods contribution for groups of 
differing ethnic homogeneity. As their analysis notes, there are a number of reasons 
why such a relationship between homogeneity and investment in public goods may 
exist: individuals may feel more altruistic to members of their own ethnicity and 
therefore invest more in public goods that their fellow co-ethnics may benefit from; 
individuals from the same ethnicity may be better at producing public goods as a 
result of better communication techniques or more effective sanctions; and individuals 
may expect others from their ethnicity to be more likely to cooperate or behave 
trustworthily thereby increasing the expected return from public good investment. In 
their analysis they find no evidence that individuals are more altruistic with regard to 
other individuals from their same ethnicity, but they do find evidence that individuals 
from the same ethnicity are better able to impose sanctions on each other and expect 
each other to behave more cooperatively (i.e. they have higher levels of trust in co-
ethnics). Their findings confirm the findings of studies that suggest groups with higher 
social sanctions ensure higher repayment rates (Banerjee 2002, Karlan 2005, Ahlin 
and Townsend 2004, and Wydick 1999), and that social sanctions are more effective 
in socially homogenous communities (Miguel and Gugerty 2004). The findings are 
also consistent with the finding that social homogeneity is correlated with higher 
levels of trust in other group members (Glaeser et al 2000).  

 Level of trust: Alesina et al (1999) show that it is not just community heterogeneity 
that matters in public good provision, but the prevailing attitudes towards 
heterogeneity that exist within the community. Measures of trust have been found to 
correlate with civic involvement (Brehm and Rahn 1997). Additionally, experimental 
studies have shown that expectations of trustworthiness of an individual affect the 
behaviour of those trusting that individual (Barr 2003; Ashraf et al 2004; Burns 2004). 
However, given levels of trust are likely to be influenced by the nature and frequency 
of social interactions it is difficult to determine a causal relationship between trust and 
group formation or participation. 

In addition to those mentioned above, other individual characteristics will also influence a 
household’s expected profit from participating in an existing group. Participation in 
community groups has often been found to be higher for larger-scale farmers, perhaps on 
account of the fact they have more to gain as a result of being a member of group that 
facilitates access to markets. However, when individual farmers operate on a large scale, the 
per unit fixed costs of transacting are also lower when they access the market as individuals 
(Weinberger and Jutting 2001). A non-linear relationship between scale and participation 
may be expected. More educated farmers may be more likely to participate in a group given 
their greater ability to influence the decisions it makes. For this reason farmers that are better 
connected politically may also be more likely to participate in groups.  

In Sections 4 and 5 these relationships will be tested with regard to the existence of 
marketing cooperatives in rural Uganda, and a household’s decision to participate in a newly 
formed NAADS farmer group. Section 3 discusses the data and methods that will be used. 

3. Data and methods 

The Uganda National Household Survey 2005/06 (UNHS) was a nationally representative 
survey of 7426 households in 765 communities undertaken by the Uganda Bureau of 
Statistics in 2005 and 2006. Full details of the survey and the sampling design used can be 
found in UBOS (2006). A household questionnaire which collected data on the 



 5

socioeconomic characteristics of households and a community questionnaire which collected 
information on the health, education and economic infrastructure of the selected communities 
were administered as part of this survey. In addition an agricultural questionnaire collected 
information on the agricultural activities of 5907 agricultural households included in the 
national household survey. Whilst the aim of the survey was not to assess the presence, 
quality and determinants of group behaviour; information was collected on the presence of 
farmer groups and levels of trust between individuals of the same ethnicity and from one 
ethnicity to another. In this paper information collected on households and communities in 
rural areas is used to assess the presence of cooperatives, and to explore the determinants 
of the presence and participation in such groups.  

In the analysis data from the UNHS is supplemented with data from two other sources: (i) the 
Ugandan Population and Housing Census 2002, and (ii) development domain analysis from 
Omamo et al (2006). From the Ugandan population census, published data on ethnicity at 
the district level and migration at the sub-county level is used. Detailed data on the numbers 
of each ethnicity living in a given district is used to generate measures of the share of the 
population from each ethnicity. District measures of ethnic fractionalization and polarization 
are constructed with this data using the following formulas from Esteban and Ray (2008): 

 

 

where  is the share of the population belonging to ethnic group . As discussed in Esteban 
and Ray (2008) we would expect individuals in districts that are more fractionalized to exhibit 
lower levels of trust and cohesion than individuals in districts that are more homogenous or 
polarized. However as Esteban and Ray (2008) note, the measure of polarization defined 
above assumes that “individuals in each group feel equally alien towards all groups other 
than their own” which is unlikely to be the case in Uganda where some ethnic groups are 
quite similar and some ethnic groups have long histories of conflict, whilst others do not. 
These measures are a first step at capturing salient ethnic differences, but further work 
would ideally distinguish between the types of ethnicities in a given locale.  

Detailed data on the number of people within a given sub-county that were born within the 
district, born in another district in Uganda, and born outside of Uganda are used to construct 
measures of internal and international migration for a given sub-county. The measure of 
internal migration is approximate given that it is possible for an individual to have moved from 
one part of a district to another and not be recorded in this measure. However, given the 
homogeneity of ethnicities within a given district, it is envisioned that this measure of 
migration should to some extent capture a measure of outsiders versus insiders in a given 
sub-county (although it is important to note that a given ethnicity can be dominant in more 
than one district).  

The development domain analysis of Omamo et al (2006) is used to provide estimates of 
areas of high agricultural potential and low agricultural potential. District level estimates are 
generated from this work. The original estimates were kindly supplied to us by the authors.  

Together these three data sources are used to: (i) present information on the presence of 
cooperatives, farmer groups and other cooperative activities in rural communities in Uganda, 
and (ii) to assess the level of participation of households in newly formed farmer groups. In 
each instance, descriptive statistics will be presented, and regression analysis will be 
conducted using exogenous measures where possible to identify the existence of 
relationships hypothesized in the previous section.  

There are thus two levels on which analysis is undertaken: 
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 At the community level, the existence of marketing cooperatives and NAADS groups 
is assessed using community data from the community survey and district or 
community aggregates generated from the household survey, census data and 
development domain assessment. These results are presented in Section 4.  

 Household participation in newly formed groups is assessed using household data 
from the household survey and community or district characteristics from the 
community level analysis where appropriate. These results are presented in Section 
5.  

Weights are used when nationally representative statistics are presented or when nationally 
representative regressions are run. When data from analysis of a non-representative sub-
sample is presented weights are not used. When weights are used this is indicated in the 
table.  

Before proceeding to the presentation of results we briefly comment on the generation of 
community and district level measures from household data. In each community ten 
households were sampled to be included in the socioeconomic household survey. Data from 
these ten households is used to generate community level estimates of the level of trust and 
the incidence of shocks in the community. However, with only ten households sampled from 
each village, the error with which these community estimates are made is very large. We 
would not expect it to be biased given the random sample of households within a community, 
but it may contain little useful information for analysis if the measurement error is too high. A 
higher level of aggregation, although providing average information for a wider geographic 
area, will ensure more accurate estimates. To allow for this, district level estimates are also 
generated. On average 145 households are sampled from each district. Given stratification in 
the selection of communities at the district level, household data is weighted in the 
generation of district level estimates.  

4. The presence of farmer cooperatives 

There are two measures of the existence of cooperatives and farmer groups that can be 
constructed from the community questionnaire conducted as part of the UNHS. The first uses 
questions on the presence of input market and output market cooperatives within the 
community to generate a dummy taking the value of 1 if either of these two types of 
cooperatives was recorded as being available. The second constructs a dummy variable 
taking the value of 1 if the community recorded that one or more farmer groups had been 
established under the NAADS programme. The data suggest that NAADS groups were set 
up in nearly all villages where the NAADS programme was operational: in only eight villages 
were NAADS was operational were groups not established. The two measures thus capture 
the presence of quite different institutions. The first indicates the presence of an institution 
that is currently active in marketing and could have been formed endogenously or 
exogenously, the second indicates an institution that was recently formed as part of an 
exogenously driven initiative and may not be active in marketing.  

Table 1 presents the proportion of rural communities recording the presence of either of 
these two institutions. Nationally 12 percent of communities report a marketing cooperative is 
present and almost one quarter (24 percent) report a NAADS farmers group has been 
established. These numbers vary a little from region to region: the NAADS programme was 
more active in forming groups in the centre and the west of the country, whilst cooperatives 
are present more in the northern region of Uganda than elsewhere. Although seemingly quite 
different, it may be the case that there is some overlap in the two types of institutions 
identified. If NAADS groups are performing cooperative style marketing functions a NAADS 
group may have been recorded as also being a cooperative. However the data presented in 
Table 2 suggests this is not the case. Only 2 percent of communities report the presence of 
both a NAADS farmers group and a cooperative. The majority of NAADS farmer groups (22 
percent) and the majority of cooperatives (7 percent) are located in villages without the other. 
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NAADS was just as likely to establish a farmers group in a community with a cooperative as 
in a community without one: 24 percent of 524 communities without a cooperative have a 
NAADS farmers group and 23 percent of the 52 communities with a cooperative have a 
NAADS farmers group, very little difference. 

Table 1: Presence of cooperatives and NAADS farmer groups  

 Proportion of rural 
communities with a 

cooperative for input or 
output transactions (%) 

Proportion of rural 
communities with at least 

one farmers group 
established by NAADS (%)

National  12 24 

  Central 10 28 

  Eastern 13 19 

  Northern 19 17 

  Western 13 32 

Source: Authors calculations using UNHS 2005, data weighted to be 
nationally representative. 

Table 2: The relationship between cooperatives and NAADS farmer groups 

Proportion of communities with: (%)  

Neither cooperative or NAADS group: 69 

Cooperative, but no NAADS group: 7 

NAADS group, but no cooperative: 22 

Both cooperative and NAADS group: 2 

Source: Authors calculations using UNHS 2005. 

 

Table 3 presents some more information on the services NAADS was providing to these 
communities. The main service reported by nearly all communities under the NAADS 
programme was extension, i.e. the provision of information on new agricultural technologies. 
Two-thirds of communities under the NAADS programme reported assistance in accessing 
inputs, but it is not clear whether this is through assistance in accessing input markets or by 
provision of certain inputs. Almost one-fifth reported assistance in marketing.  

Table 3: Services provided through the NAADS programme 

 Number of communities 
reporting this service to 

be provided 

As a proportion of 
communities receiving 

NAADs services 

Information on new technology 137 95% 

Access to inputs 95 66% 

Access to credit 10 7% 

Marketing assistance 28 19% 

Other services 24 17% 

Source: Authors calculations using UNHS 2005 

 

Although marketing cooperatives and farmer groups are the focus of this paper, there are a 
number of other associations that form an important part of the fabric of social and economic 
life in rural communities in Uganda (see discussion in Section 2). Whilst there are limits to 
the extent to which this can be documented with this data set (given few questions asked 
about the presence and functioning of such associations) there is some additional evidence 
on other types of cooperative behaviour: parent-teachers associations (PTA) in the nearby 
school, the holding of a village-wide meeting in the last six months to discuss community 
problems, and the extent of risk sharing networks. This information is presented in Table 4. 
The table indicates that the majority of nearby schools (89 percent) have a parent-teachers 
association associated with them. Additionally 60 percent of communities report holding a 
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meeting in the last six months to address communal problems. This corresponds well with 
the high levels of meeting attendance reported in Benin et al (2007). Both of these numbers 
indicate a much higher degree of associational life than the cooperative and farmer group 
numbers alone would indicate.  

Table 4 also presents information on how households coped with shocks experienced in the 
five years prior to survey. Aggregating this data at the community level shows that 6 percent 
of household use informal borrowing to deal with shocks and 27 percent of households report 
receiving help from friends or family. Both of these, but particularly the later, indicate the 
presence of some form of informal risk sharing networks in place to help households in the 
face of shocks. Such informal risk sharing networks have often been reported to be effective 
at helping uninsured households deal with idiosyncratic shocks. However closer 
consideration of the proportion of households reporting to receive help from friends or family 
to deal with shocks may indicate the presence of more formalised risk sharing associations. 
A large proportion of households (84 percent) in which the head of the household or another 
member of the household died, received help from friends or family. This is much higher than 
the proportion of households receiving this type of help in the face of any other type of shock 
and may in part be picking up support received from burial societies. 

Table 4: Other cooperative behaviour 

 National Central Eastern Northern Western 

Proportion of communities in which (%)….      

the nearest school has a Parent Teachers 
Association 

89 88 80 100 96 

a community meeting was held in previous 
6 months to deal with a problem

60 55 60 56 59 

Proportion of households in community 
which reported (%)… 

     

informally borrowing  to deal with shock 6 2 6 3 13 

receiving help from friends and family to 
deal with shock 

27 24 32 40 28 

Proportion of family deaths in which help 
from friends and family was received (%) 

84 82 77 85 89 

Source: Authors calculations using UNHS 2005, data weighted to be nationally representative. 

 

Before turning to multivariate estimation of what may determine the presence of 
endogenously formed (or maintained) marketing cooperatives, some correlates of the 
presence of marketing cooperatives and NAADS groups are presented. Table 5 presents 
summary data on measures of agro-ecological potential and market access in communities 
with and without cooperatives and NAADS groups, and Table 6 presents summary data on 
measures of trust, ethnicity and social capital in communities with and without cooperatives 
and NAADS groups. Given NAADS groups were externally placed we would not expect any 
of these measures to vary between communities with and without NAADS groups. They 
would only vary if, in the implementation of NAADS, a conscious or sub-conscious decision 
was taken to target certain communities. Indeed there are only a few occasions in which the 
characteristics of communities that are presented differ significantly between communities 
with and without NAADS groups. NAADS groups were more likely to be established in 
districts classified as being of high agricultural potential in the development domains analysis 
of Omamo et al (2006) and were more likely to be established in districts reporting lower 
levels of trust. 

To the extent that cooperatives were endogenously formed or maintained in a given 
community, we may expect some of the characteristics presented to differ significantly 
between communities with cooperative and communities without. Multivariate analysis is 
required to test such relationships, but Table 5 and Table 6 suggest that communities with 
cooperatives are located closer to town, are more likely to be in districts classified as being of 
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high agricultural potential and are much less likely to be located in districts in which civil 
conflict took place in the five years prior to the survey (2000-05). This latter finding is a very 
strong relationship. On average, one in ten communities reported experiencing civil conflict, 
yet only one in one hundred communities with a cooperative had experienced civil conflict. 
This corresponds to the history of the cooperative movement in Uganda as being directly 
jeopardised by the presence of conflict (Mrema 2008). It may be that were a longer history of 
conflict recorded for these communities this would have differed significantly between 
communities with and without cooperatives also.  

Although the differences are rarely significant, a number of measures of trust and ethnic 
homogeneity are higher in communities in which cooperatives are present than in 
communities in which they are not present. The proportion of households receiving help from 
friends and relatives in the presence of a shock or loss of a household member is also higher 
in communities with a cooperative than those without. To test the importance of these 
findings we now turn to multivariate analysis. 

Table 5: Correlates of the presence of NAADs groups and cooperatives: agro-ecological potential and 
market access 

  Input or output cooperative NAADS groups 

 National 
Commu-

nities with

Commu-
nities 

without 
P-value 

test of diff.
Commu-

nities with 

Commu-
nities 

without 
P-value 

test of diff.

Proportion of communities experiencing the following between 2000-05:

Drought 0.52 0.53 0.51 0.794 0.58 0.50 0.125 

Floods or hailstorms 0.08 0.06 0.08 0.570 0.06 0.08 0.423 

Proportion of respondents in community reporting the following between 2000-05:

Pest attacks 0.12 0.13 0.12 0.594 0.12 0.12 0.874 

Bad seed quality 0.03 0.02 0.03 0.633 0.02 0.03 0.414 

Livestock epidemic 0.06 0.08 0.06 0.199 0.06 0.07 0.190 

Proportion of communities in a district with: 

High agricultural potential 0.39 0.56 0.38 0.021 0.48 0.37 0.031 

High population density 0.77 0.80 0.76 0.627 0.80 0.76 0.301 

Electricity 0.16 0.22 0.16 0.290 0.18 0.16 0.628 

Distance to town , km 38 31 39 0.004 37 39 0.431 

Total households in community  169 168 169 0.942 182 165 0.231 

Average price of land in community 
(million Ugandan shillings / acre) 

0.80 0.76 0.80 0.738 0.67 0.77 0.366 

Source: Authors calculations using UNHS 2005, data weighted to be nationally representative. 
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Table 6: Correlates of the presence of NAADs groups and cooperatives: trust, ethnicity, and social capital 

  Input or output cooperative NAADS groups 

 

National

Commu-
nities 
with 

Commu-
nities 

without

P-value 
test of 

diff. 

Commu-
nities 
with 

Commu-
nities 

without 

P-value 
test of 

diff. 

District characteristics        

Proportion of people in district reporting:        

High levels of trust in people in the village from the 
same ethnicity 

0.73 0.73 0.73 0.923 0.71 0.73 0.002 

High levels of trust in people from other 
 ethnicities 

0.53 0.54 0.52 0.167 0.50 0.53 0.006 

Less trust in people from other ethnicities 0.34 0.32 0.34 0.069 0.35 0.34 0.528 

District fractionalization index 0.39 0.35 0.39 0.169 0.42 0.38 0.117 

District polarization index 0.13 0.12 0.13 0.208 0.14 0.12 0.001 

Share of largest ethnic group in district (%) 74 77 74 0.262 73 75 0.286 

Sub-county characteristics        

People in sub-county born:        

in the same district (%) 88 89 88 0.524 86 88 0.214 

born in another district in Uganda (%) 11 11 11 0.827 12 11 0.293 

born outside of Uganda (%) 1.2 0.6 1.4 0.000 1.5 1.2 0.488 

Community characteristics        

Proportion of communities experiencing civil strife 
between 2000-05 

0.10 0.01 0.11 0.000 0.07 0.11 0.133 

Number of land related disputes in village 6 5 7 0.436 5 7 0.306 

Proportion of communities with a PTA 0.92 0.86 0.92 0.212 0.95 0.91 0.009 

Proportion of households in community relying on help 
from friends and relatives in face of shock

0.27 0.30 0.27 0.227 0.28 0.27 0.630 

Proportion of deaths for which help from friends and 
relatives was received 

0.84 0.85 0.83 0.721 0.84 0.83 0.929 

Source: Authors calculations using UNHS 2005, data weighted to be nationally representative. 

 

Section 2 discussed other work and analysis that provides some hypotheses about the 
determinants of the existence of a cooperative. These models suggests that the presence of 
cooperatives may depend on distance to market, size of village, and the wealth of the village, 
and that some of these relationships may be nonlinear. These relationships are tested for 
this data and results are presented in Table 7 below.  

Both a linear probability model and a logit model are used in the estimation. The linear 
probability model has the advantage of imposing a very simple functional form on the data 
during estimation. A logit model has the advantage of restricting the estimated probabilities to 
lie within the 0 to 1 range, the range of feasible probabilities. Results for the linear probability 
model are presented in column 1 of Table 7, and results for a logit in column 2. As can be 
seen switching between estimation methods does not change the qualitative impact or the 
significance of the estimates, and so in the remaining analysis only the linear probability 
model results are presented.  

The results show that cooperatives are less likely to exist in more remote communities (as 
found in other studies) and are more likely to exist in larger communities, although the utility 
of increasing the number of households decreases for larger communities. Cooperatives are 
also more likely to exist in the areas of high agricultural potential and higher valued land. 
However the R-squared is low, suggesting little of the existence of cooperatives is explained 
by this model. 
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Table 7: Basic model for existence of a cooperative 

Dependent variable: presence of 
marketing cooperative 

Linear probability model Logit model 

Coefficient t-stat Coefficient z-stat 

Distance to town -.0010409 -2.31** -.017138 -2.21** 

Number of households in community .0006875 1.80* .008389 1.89* 

Square of household number -.0000010 -1.90* -.000012 -1.89* 

High agricultural potential .1006550 2.84*** 1.234164 2.85*** 

ln (value of land in community) .0372229 2.41** 2.065465 1.49 

Square of ln (value) -.0021266 -2.36** -.087108 -1.66* 

Dummy for Eastern region .0477398 1.15 .490432 1.09 

Dummy for Northern region .1165380 2.24** 1.558778 2.37** 

Dummy for Western region .0329371 0.85 .413969 0.84 

Constant -.1320931 -1.19 -15.618220 -1.70* 

Number of observations 493 493 

F-test of joint significance of regressors F(9, 484) = 2.15** F(9, 484) = 1.71* 

R-squared 0.0390  

Source: Authors calculations using UNHS 2005, data weighted to be nationally representative. 

 

It may be that factors that affect trust also determine where cooperatives are established. As 
already noted, cooperatives were found to be much less likely to exist in communities that 
had experienced civil conflict in the five years prior to the survey, and, additionally, although 
the differences were not always significant, a number of variables that reflect the level of trust 
in a community were higher in communities with cooperatives. However, not all of these 
factors can be considered exogenous to the presence of a cooperative and so they cannot 
be included directly in regression analysis. For example higher levels of trust may be 
reported in communities where cooperatives exist because the interaction encouraged 
through the presence of a cooperative has enabled trust to develop. This could similarly be 
the case for the proportion of households that rely on informal networks of support in the face 
of idiosyncratic shocks such as death of household members. In this case it is not clear that 
we can consider the presence of one as influencing the presence of the other, the causality 
could run either way. 

However, there are arguably a number of factors influencing trust and social cohesion that 
can be considered exogenous to the behaviour of individuals within a community, and in the 
following regressions we assess the importance of these factors in determining the presence 
of cooperatives within a village. The variables that we consider as exogenous are: the 
presence of civil conflict within the community in the last five years (whilst this is a factor that 
depends on the behaviour of individuals, it is unlikely to have been influenced by the 
presence of a cooperative; the civil conflict reported is that linked to the civil and border wars 
that parts of Uganda experienced during this time); the degree of ethnic fractionalization in 
the district in which the community is located; and the proportion of migrants (domestic and 
international) residing in the sub-county in which the community is located.  

Results are presented in Table 8. The dummy indicating the presence of a civil conflict in the 
five years prior to the survey is significantly negative as predicted. Its magnitude is also 
large, suggesting that communities that experienced civil conflict are 22 percentage points 
less likely to harbour a marketing cooperative. Although the fractionalization index is the right 
sign (cooperatives are less likely to exist in more fractionalized communities), it is 
insignificant in all regressions. 
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Table 8: Extended model for existence of a cooperative 

Dependent variable: presence of 
marketing cooperative Coefficient t-stat Coefficient t-stat Coefficient t-stat 

Distance to town -.0014804 -2.83*** -.0010959 -2.41** -.0011079 -2.43** 

Number of households in community .0010390 2.47** .0008841 2.23** .0008658 2.20** 

Square of household number -.0000014 -2.39** -.0000012 -2.25** -.0000012 -2.26** 

High agricultural potential .1006957 2.87*** .0956596 2.77*** .0983084 2.78*** 

ln (value of land in community) .0354408 2.44** .0314583 2.53** .0308475 2.47** 

Square of ln (value) -.0020806 -2.31** -.0018080 -2.16** -.0017511 -2.12** 

Dummy for Eastern region .0590969 1.24 .0413138 0.95 .0554568 1.33 

Dummy for Northern region .2381662 2.95*** .2130487 2.71*** .2379654 3.28*** 

Dummy for Western region .0558223 1.22 .0313596 0.78 .0398751 1.02 

Community experienced civil conflict 
during 2000-05 

-.2270375 -4.00*** -.2234148 -3.95*** -.2224959 -3.94*** 

Fractionalization index -.1050794 -1.18 -.0542511 -0.68    

Proportion of non-Ugandan immigrants in 
sub-county 

-.3001268 -0.93        

Proportion of out of district immigrants in 
sub-county 

.2300206 0.95        

Constant -.1263004 -1.09 -.0988887 -0.99 -.1306769 -1.44 

Number of observations 475 493 493 

R-squared 0.0814 0.0705 0.0695 

F-test of joint significance of regressors F(13, 462) = 2.66*** F(11, 482) = 2.97*** F(10, 483) = 3.26*** 

Source: Authors calculations using UNHS 2005, data weighted to be nationally representative. 

 

5. The decision to participate 

Thus far the analysis has considered relationships at the community level. In this section the 
focus turns to a household and their decision of whether or not to participate in a group that 
is present in the community. The type of analysis that can be performed in this regard is very 
much limited by the data available. No information on a household’s participation in a 
marketing cooperative, in other village associations or in risk sharing networks such as burial 
societies was collected. However information was collected on a household’s participation in 
a NAADS farmer group. To assess this, a variable is used that takes the value of 1 when a 
household participates in a NAADS group; 0 when a household does not participate in 
NAADs group that exists within the village; and is missing when a household lives in a village 
with no NAADS group.  

Table 9 presents some descriptive statistics. Although only 5 percent of households 
participate in a farmers group, this is 15 percent of farmers that are located in a village in 
which a NAADS group is present. This level of participation in a newly formed group when it 
exists is very similar to 17 percent participation rates found for cooperatives in Ethiopia 
(Bernard et al 2007). 

Table 9: Participation in NAADS groups 

 n National Central Eastern Northern Western

Rural, agricultural households participating in a 
NAADS farmer group (%) 

5678 5 5 5 5 6 

Rural, agricultural households residing in 
community with a newly formed NAADs group (%)

5738 22 23 23 18 25 

Of those in such a community, percentage 
participating in a NAADS farmer group (%) 

1252 15 14 14 17 17 

Source: Authors calculations using UNHS 2005. 
 

Factors that are hypothesized to influence a household’s participation decision were 
discussed in Section 2. In sum factors that affect the benefit to the household of 
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participating—such as the size of income accrued from agricultural production, the degree to 
which the benefits are understood, or the ability to commandeer group activities for personal 
benefit (elite capture)–and reduce the perceived cost of benefiting—such as the perceived 
risk of non-cooperation or conflict within the group or the costs of coordination such as 
community size—will encourage a household to participate. 

Before turning to multivariate estimation of what may determine participation in a newly 
formed group when present, some correlates of these variables are presented. Table 10 
presents summary data on household, community and district characteristics for households 
that participated in NAADS groups and did not (households that could not participate in a 
NAADS group because there was no group omitted from the estimates. Again, whilst 
multivariate analysis is needed to determine the presence of a relationship we see that 
households that choose to participate in a NAADS group are likely to have older, more 
educated household heads, to own more land, to hold a local government position and to 
have a higher dependency ratio. They are also more likely to live in smaller communities that 
have been affected by drought and floods.  

Table 10: Correlates of participation in NAADs groups 

 

National 
(rural, 

agricultural 
households)

NAADS groups 

Participating 
households 

Non-
participating 
households 

P-value test 
of difference

Household characteristics        

Age of household head, average years 44 46 44 0.104 

Education of household head, average years 7 8 7 0.000 

Female headed households, proportion 0.26 0.27 0.25 0.542 

Dependency ratio of household 0.45 0.49 0.44 0.013 

Land owned, median acres 2.25 3.5 2 0.000 

Large livestock owned, median  2 2 2 0.372 

Households in which a member holds a local government 
position, proportion 

0.15 0.33 0.12 0.000 

Trust in people from village of same ethnicity* 2 2 2 0.282 

Trust in those from other ethnicities* 3 3 3 0.221 

Proportion of households trusting those from other ethnicities less 0.36 0.41 0.37 0.391 

Community characteristics        

Distance to nearest town, average km 35 33 36 0.102 

Number of households in community 165 156 171 0.057 

Cooperative in community, proportion of communities  0.09 0.08 0.10 0.451 

Proportion of households living in communities experiencing the 
following in 2000-05:        

Drought 0.52 0.67 0.60 0.066 

Flood 0.07 0.08 0.05 0.087 

Civil strife 0.09 0.06 0.09 0.246 

Sub-county characteristics  

People born In the same district, proportion of population 0.87 0.88 0.87  

Born in another district in Uganda, proportion of population 0.11 0.10 0.11 0.149 

Born outside of Uganda, proportion of population 0.02 0.02 0.02 0.326 

District characteristics  

Proportion of households living in districts with high agricultural 
potential 

0.38 0.49 0.48 0.764 

Fractionalization index 0.39 0.39 0.41 0.225 

Polarization index 0.13 0.14 0.14 0.716 

Share of largest ethnicity 0.74 0.74 0.73 0.286 

* Survey respondents were asked whether people in the village from the same ethnic group could be trusted. The same 
question was repeated for trust in those from a different ethnic group. The response categories were: 1= Very great extent, 2= 
Great extent, 3= Neither great nor small extent, 4= Small extent and 5= Very small extent. The median response is reported. 

Source: Authors calculations using UNHS 2005. 
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The following tables present results from multivariate regression analysis of a household’s 
decision to participate in a newly formed NAADS group. Table 11 presents results of a basic 
model to estimate a household’s decision to participate in a newly formed NAADS group. 
Results from a regression in which community fixed effects were used are presented in the 
first column whilst results from a regression in which community characteristics replace fixed 
effects are presented in the second column.  

Household characteristics that can be considered exogenous to the decision to participate in 
a newly formed group are included. Household characteristics such as age, education, 
gender of the household head, the dependency ration of the household, land and livestock 
ownership and holding a local government position can all be considered as determined prior 
to the decision to join a recently formed farmers group. Variables reflecting a household’s 
activity or crop choice are not included, as although they may be important in determining a 
household’s participation they may also be affected by the decision to participate.  

The community characteristics included are those that were included in the basic model of 
the presence of cooperatives: distance to nearest town, size of the community, average 
wealth of the community (reflected in the value of one acre of land), and the agricultural 
potential of the community. A dummy taking the value of 1 if the community already had a 
marketing cooperative in existence is also included, as this may reduce the benefits to a 
household of engaging in a newly formed farmers group (if the farmer is already able to avail 
him- or her-self of cooperative services). 

Table 11: Basic model for participation in NAADS group 

Dependent variable: participation in 
NAADS group 

Basic model with 
community dummies 

Basic model with 
community characteristics 

Coefficient t-statistic Coefficient t-statistic 

Age of household head    .0012548 1.30 .0019791 2.07** 

Education of household head .0147107 4.25*** .0143158 4.07*** 

Gender of household head -.0772864 -2.04** -.0562685 -1.51 

Dependency ratio .0328647 0.52 .1043264 1.61 

ln (land owned, acres) .0418358 3.39*** .0381585 3.15*** 

Square of ln (land owned, acres) .0059702 1.58 .0024731 0.70 

Number of large livestock owned -.0012912 -0.50 -.0015217 -0.62 

Member of local government .2019637 5.60*** .1962924 5.36*** 

Distance to town, km   -.0003075 -0.50 

Number of households in community   .0007591 2.16** 

Square of household number   -.0000013 -2.40** 

High agricultural potential      .0236363 0.77 

ln (value of land in community)   -.1599811 -0.94 

Square of ln (value)   .0055819 0.92 

Cooperative present in community   -.0818381 -1.79* 

Constant -.0128734 -0.19 .9796208 0.82 

Adjusted R-squared 0.1939 0.0977 

Number of observation 829 706 

Joint significance of regressors F(8, 678) = 12.05*** F(15, 690) = 6.09*** 

Joint significance of community dummies F(142, 678) = 1.753***   

Source: Authors calculations using UNHS 2005.

 

As expected, more educated and asset-rich households are more likely to participate in a 
newly formed NAADS group. One regression suggests that older households may be more 
likely to participate, and another that female headed households may be more likely to 
participate, both unexpected results, although these do not hold across all regressions.  
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There is a large amount of heterogeneity in the participation levels across communities as 
evidenced in the strongly significant F-test of the joint significance of the community 
dummies in the fixed effects regression. The R-squared in the fixed effects regression is also 
much higher than that of the regression in which community dummies are replaced with 
variables reflecting community characteristics (the adjusted R-squared falls from 0.1939 to 
0.0977).Of the community characteristics included, the size of the community and the 
presence of a marketing cooperative strongly influence participation. The larger the 
community the more likely is a household to participate, although this effect reverses for very 
large communities. If a marketing cooperative already exists in the community a household is 
less likely to participate in a NAADS group perhaps indicating some redundancy of services 
provided by the NAADS group in this case. 

In the following table an extended model of participation is considered in which the level of 
trust of an individual is also included as a determinant of their decision to participate in a 
group. As discussed in Section 4, the level of trust of an individual is likely to both influence 
their decision to participate and to in turn be influenced by the participation decision. 
Including the level of trust directly in the regression will not shed much light on the causal 
nature of this relationship. However if the level of trust is instrumented with exogenous 
factors that influence trust, its impact on the decision to participate can be assessed. In the 
first column of Table 12, proxies for the level of trust existing within a community are 
included. These proxies are the presence of civil conflict in the five years prior to survey, the 
degree of ethnic fractionalization in the district, and the degree of migration both 
internationally and domestically. Communities that have recently experienced civil conflict 
are likely to experience lower levels of trust and communities with higher levels of 
fractionalization and migration may also have lower levels of trust. The results indicate that 
those households that experienced civil conflict are likely to experience lower levels of 
participation in newly formed NAADS groups.  

The last two columns include these proxies of trust as instruments for reported levels of trust 
of individuals within the community by the household. The first of these two models uses the 
self-reported level of trust, ranging from high trust of 1 (individuals from the same ethnicity in 
the community can be trusted a very great extent) to low trust of 5 (individuals from the same 
ethnicity in the community can be trusted a very little extent). The second of these two 
models uses this variable to generate a distrust dummy taking the value of 1 if the 
respondent reported that individuals from the same ethnicity in the community can be trusted 
only a little. In both cases the four measures of civil conflict and ethnic fractionalization are 
included as instruments. The estimation method used is the Smith-Blundell procedure of 
instrumenting. This is the appropriate procedure to use when the dependent variable is a 
bivariate variable and the estimation procedure is a probit. The procedure involves including 
the residual from a linear first stage regression as a dependent variable. The significance of 
this variable provides a test for endogeneity and the coefficient and significance of the 
endogenous variable is correct. 

The degree of fractionalization is strongly significant in the instrumenting regression proving 
a good instrument for the level of trust within the community. When instrumented both the 
reported level of trust and the distrust dummy are significant and with the expected sign: 
individuals that trust others in their village less, are less likely to participate in a newly formed 
group. There is some evidence of endogeneity of this measure of trust, validating the choice 
to instrument. The results on the other variables of interest remain unchanged. Results using 
a standard linear instrumental variable estimation model are similar to the results presented. 

To the extent that the results suggest that trust may be a significant determinant of a 
household’s decision to participate in cooperative behaviour, the results indicate that in some 
areas (in particular, those with a recent history of civil conflict or those with high levels of 
ethnic fractionalization) more work may be required before functioning groups can be 
established. Determining how to build the trust that is required to enable such groups to 
function is an important question that this study has not addressed. 
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Table 12: Including trust in a model of participation in NAADS group 

Dependent variable: participation 
in NAADS group 

Un-instrumented model 
including measures of 

ethnic homogeneity 

Including reported levels of 
trust instrumented with 

measures of ethnic 
homogeneity 

Including a distrust dummy 
instrumented with 
measures of ethnic 

homogeneity 

  Coefficient t-stat Coefficient t-stat Coefficient t-stat

Age of household head .0019509 2.00** .0159825 2.74*** .0163213 2.69*** 

Education of household head .0137617 3.83*** .0692644 4.06*** .056148 3.73*** 

Gender of household head -.0682005 -1.79* -.0736249 -0.41 -.085582 -0.48 

Dependency ratio .1025007 1.55 .3060982 0.89 .1315684 0.33 

ln (land owned, acres) .0378966 3.06*** .1776919 2.78*** .1723785 2.66*** 

Square of ln (land owned, acres) .0020831 0.58 -.0103449 -0.49 -.0013700 -0.07 

Number of large livestock owned .0005863 0.18 .0035608 0.27 .0030476 0.23 

Member of local government .2127288 5.67*** .7077894 4.77*** .7320636 4.97*** 

Distance to town, km   -.0007512 -1.02 -.0031006 -0.99 -.0062223 -1.73* 

No. of households in community .0009719 2.50** .0064209 2.89*** .0064204 2.84*** 

Square of household number -.0000016 -2.63*** -.0000116 -2.74*** -.0000115 -2.67*** 

High agricultural potential    .0128095 0.39 .2151925 1.45 .1100591 0.80 

ln (value of land in community) -.224057 -1.22 -.011394 -0.01 -.845344 -1.16 

Square of ln (value) .0074319 1.14 -.000413 -0.01 .0294189 1.14 

Cooperative present in community -.0879691 -1.89* -.4706857 -2.13** -.5171115 -2.20** 

Community experienced civil 
conflict during 2000-05 

-.123994 -1.98**     3.5075990 0.68 

Fractionalization index   -.1242481 -1.37        

Proportion of non-Ugandan 
immigrants in sub-county   

-.1023442 -0.24        

Proportion of out of district 
immigrants in sub-county    

.1016334 0.54        

Reported level of trust     -1.227431 -1.87*    

Residual from first stage regression     1.127059 1.71*    

Distrust dummy         -3.5097420 -1.79* 

Residual from first stage regression         3.1232200 1.58 

Constant 1.5634830 1.20 3.5075990 0.68 3.5075990 0.68 

Number of observations 685 685 685 

R-squared 0.1055 0.1409 0.1405 

F-test of joint significance of 
regressors 

F(19, 665) = 5.25***         

LR chi-squared     LR chi2(17 ) = 89.98*** LR chi2(17) = 90.42*** 

Source: Authors calculations using UNHS 2005. 

 

6. Conclusion 

This paper has examined the presence of cooperative behaviour in rural Uganda, focusing in 
particular on the presence of marketing cooperatives and participation in newly formed 
NAADS groups. Initial results indicate the presence of marketing cooperatives varies with 
community characteristics found to influence the presence of cooperatives in other studies 
(Bernard et al 2007). Marketing cooperatives are more likely to exist in less remote areas, in 
communities with larger numbers of households (although they are less likely to exist in very 
large communities), and in communities with high agricultural potential. This study also 
explored how the history of civil conflict and ethnic fractionalization impacted the presence of 
a marketing cooperative and found that cooperatives were much less likely (by 22 
percentage points) to exist in communities that had recently experienced civil conflict.  

Since 2001 the agricultural development strategy has centred on the establishment of farmer 
groups. In contrast to marketing cooperatives these groups are exogenously created in 
communities. Individuals’ participation in these exogenously created groups is quite low (16 
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percent) compared to involvement in other forms of associational life in rural Uganda. The 
determinants of participation in these groups were examined. Individual characteristics such 
as age, education, gender and size of land ownership were found to be important in 
determining an individual’s choice to participate in these groups, as was the level of trust an 
individual had in other members of their community. This in turn was found to be influenced 
by the ethnic fractionalization of the locale in which the individual was located.  

Whilst further work is needed to understand the determinants of trust and the relationship 
between trust, ethnicity and development of farmer groups, these results point to the 
importance of an improved understanding such relationships. At a minimum the results 
suggest that the development of farmer groups will not be equally effective in all locales, and 
that some areas will require a greater level of investment in building trust before farmer 
groups will be successful. Habyarimana et al (2007) have undertaken substantial work to 
understand the relationship between ethnicity, trust and public goods provision in urban 
Uganda. Similar work is needed for rural Uganda. Furthermore this paper indicates that 
research exploring how to build trust in situations of ethnic fractionalization and recent civil 
conflict would hold important lessons for those involved in the formation of groups in rural 
Uganda. 
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