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This paper investigates the factors influencing the effectiveness of second-tier rural producer 
organizations (RPO) in linking their members to output markets in Uganda. Effectiveness of an RPO 
is expressed as the percentage of farmer members who used the RPO for marketing some of their 
production in 2009. To identify factors that influence RPO effectiveness, a censored least absolute 
deviations estimator regression was run. The explanatory variables considered as possible factors 
that influence RPO effectiveness included democratic governance mechanisms, the skills of 
leaders, RPO size, financial base, gender composition of the membership, and bulking distance. 
Results show that RPO size, democratic leadership and higher proportions of women membership 
in RPOs have a significant positive effect on RPO effectiveness. On the other hand, the proportion 
of RPO leaders trained in leadership and involved in related business activities have a significant 
negative effect on RPO effectiveness. 

Introduction 

Government agencies, the donor community, and non-

governmental organizations have rediscovered the 

important role of rural producer organizations (RPOs) 

in rural development, especially in enhancing 

smallholder market access. The renewed interest in 

smallholder marketing has been driven by changes in 

the global agricultural economy stemming from trade 

liberalization and globalization. In such an 

environment, improving smallholder competitiveness 

becomes essential. However, because of the many 

constraints limiting the ability of smallholder farmers 

to individually compete in agricultural markets, 

collective action in the form of RPOs is seen as a 

potentially effective tool for improving the 

competitiveness of smallholders in the market. 

In Uganda, marketing RPOs were reinitiated in the 

1990s to fill a ‘marketing gap’ that resulted from the 

collapse of the earlier cooperative system and the 

implementation of structural adjustment programs (see 

Bigirwa 2005; Opio-Odongo 1980; Najjingo & 

Sseguya 2004). In reviving the cooperatives, 

government withdrew from marketing activities, which 

included price regulation, quality assurance, and 

provision of trade finance and production credit 

(Mwesigye 2006). Since the cash crop market had 

been built around marketing boards with cooperatives 

acting as collection agents (Flygare 2007; Mwesigye 

2006), the withdrawal of government created a 

vacuum in agricultural marketing that was expected to 

be filled by the private sector, NGOs, and producer 

organizations. 

In an effort to close this ‘marketing gap’, the 

government of Uganda stressed the importance of 

forming a hierarchy of farmer associations as a 

framework for the commercialization of smallholder 

production (Diaz 2004). The establishment of RPOs 

has been facilitated by different development 

stakeholders – the government, NGOs, private sector 

firms, and the donor community. This has resulted in 

considerable variance in the way RPOs operate. 

However, few studies have been conducted to assess 

whether marketing RPOs in Uganda are effectively 

linking their members to the market and how their 

effectiveness can be improved. 

This research sought to identify the factors that 

influence the effectiveness of second-tier marketing 

RPOs in linking their members to output markets. 

Organization of marketing RPOs in Uganda 

Second-tier marketing RPOs in Uganda can be broadly 

categorized into two major types – area cooperative 

enterprises (ACEs) and associations. The former are 

constituted by a membership of primary cooperative 

societies while the latter may comprise individuals 

only, groups only, or a mixture of both groups and 

individuals. In both cases, farmers have to pay some 

form of fees or purchase shares to become members.  

Most marketing RPOs have an additional structure, a 

Savings and Credit Cooperative (SACCO), where all 
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monetary transactions for the RPO are handled. To 

facilitate financial transactions, all group members 

open accounts in the SACCO with which the RPO is 

affiliated.  

All RPOs undertake multiple activities, including 

facilitating access to agricultural extension services, 

provision of market information, and the processing 

and transportation of produce, although the level of 

involvement in each activity varies between RPOs. In 

terms of the organization of produce marketing, 

members (either groups or individuals) deliver their 

produce to the second-tier RPOs, which sell the 

produce on their behalf, deducting a commission on 

the sale to finance their own operations.
  

Data collection and estimation 

Data was collected from 62 second-tier marketing 

RPOs and 1,377 individual members sampled from the 

four regions of Uganda. The RPOs were involved in 

collective marketing of coffee, bananas and maize at 

the second-tier level. Of the RPOs studied, 71 percent 

were initiated by external agencies such as NGOs, 

donor agencies or government, rather than being 

started out of member initiatives, and 91 percent were 

registered with the national government. Table 1 

provides additional characteristics on these RPOs. 

RPO effectiveness was measured as the proportion of 

RPO members selling their produce through their 

RPO. To identify factors influencing RPO 

effectiveness, regression analyses were run using the 

explanatory variables described in Table 2. Because 

the dependent variable is a continuous variable ranging 

from zero to 100, a censored least absolute deviations 

estimator (CLAD) regression was selected as the 

principal method of estimation. A Tobit regression was 

also run to check the robustness of the CLAD results. 

Potential determinants of effectiveness were selected 

from the literature on collective action and 

organizational effectiveness. For our explanatory 

variables, we selected factors that include the size of 

the RPO, structures of RPO governance, business 

experience and management skills of RPO leaders, 

gender composition of the membership, financial base 

of the RPO, and bulking distance. Table 2 provides a 

description of the variables used in the analysis. 

Table 3 presents the results of both the CLAD and 

Tobit regressions to examine how each of the above 

explanatory variables influences the marketing 

effectiveness of second-tier RPOs.  

Table 2—Explanatory variables used in the analysis of RPO effectiveness 

Variable Description 
Expected 

effect 
Mean 

Effectiveness in marketing of 
RPO – dependent variable 

Percentage of RPO members who use the RPO for marketing of 
at least some of their produce 

n/a 44 

RPO size, squared Total members in RPO, squared (squared term improved model fit) +/- 894,310 

Women members, percent Percentage of total RPO membership made up by women +/- 41 

Democratic governance, 0/1 Dummy variable (0/1) specifying whether or not the RPO holds 
at least two all-member meetings annually and has at least two 
additional committees (marketing, audit, finance, disciplinary, 
savings and loans), excluding the executive committee 

+/- 0.27 

Generated funds per member, 
UShs 

Aggregated amounts of share capital and profits divided by total 
number of members in the RPO (range: UShs 37 to 290,800) 

+ 12,332 

Leaders with business 
experience, percent 

Percentage of leaders (RPO chairperson, vice chairperson, 
secretary, treasurer and manager) that had ever managed a 
business (buying and selling agro-produce and petty trade) 

+ 71 

Leaders trained in leadership, 
percent 

Percentage of leaders (RPO chairperson, vice chairperson, 
secretary, treasurer and manager) that had received training in 
leadership (group leadership, financial management and book 
keeping) 

+ 85 

Bulking distance, km Average distance from member residence to the RPO 
bulking/collection center (average per RPO from RPO member 
household survey data)* 

- 2.2 

n = 62 RPOs 
Note: household data was not necessarily representative of all members of the RPOs sampled. 

 

Table 1—Key characteristics of surveyed RPOs 

Characteristic Mean Min Max 

Number of members  778 36 5016 

Year of establishment 2004 1995 2009 

Year of registration 2006 2001 2010 

Own bank accounts (%) 95 n/a n/a 

Employ staff to undertake activities (%) 65 n/a n/a 

Own storage facilities (%) 15 n/a n/a 

Add value to products (milling and 
grading) (%) 

55 n/a n/a 

n = 62 RPOs    
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Table 3—Factors influencing effectiveness in 
second-tier marketing RPOs 

Variable 
CLAD 
results 

Tobit results 

RPO size, squared 5.82*** 
(1.49) 

2.89* 
(1.93)  

Women members, percentage 0.31** 
(0.15) 

0.17 
(0.16) 

Democratic governance 0.31*** 
(0.06) 

0.24*** 
(0.07) 

Generated funds per member -5.94*** 
(2.03) 

-3.20* 
(2.43) 

Leaders with business 
experience, percentage 

-0.34** 
(0.14) 

-0.22* 
(0.15) 

Leaders trained in leadership, 
percentage 

-0.45*** 
(0.14) 

-0.45*** 
(0.16) 

Bulking distance, km -0.04** 
(0.02) 

-0.03* 
(0.02) 

Constant 0.93*** 
(0.12) 

0.90*** 
(0.18) 

Model performance pseudo-R
2
: 

0.28 
Χ

2
 (7): 

22.6*** 

n = 62 RPOs.  
***significant at 1%; **significant at 5%; *significant at 10%  
Note: standard deviations in parentheses. 
 
 

Results and findings 

On average, only 44 percent of RPO members in our 

sample marketed their produce through them. It can, 

therefore, be concluded that the majority of RPOs are 

not effectively linking their members to output 

markets. 

Our results show that RPOs that have a larger 

membership, a higher percentage of female members, 

and democratic governance mechanisms in place tend 

to be more effective. RPOs whose members reside 

farther from the RPO bulking or collection center are, 

as expected, less effective. Unexpectedly, our results 

show that RPOs with leaders in business or with 

training in leadership and RPOs with a stronger 

financial base also tend to be less effective. We discuss 

what may account for some of these results below.  

Democratic governance 

Governance is about the process and structure of 

decision-making. Democratic structures of governance 

are known to improve the performance of smaller 

RPOs, which are characteristically homogeneous and 

cohesive. However, there seems to be no common 

agreement in the academic literature regarding the 

significance of democratic governance in the 

performance of RPOs primarily engaged in marketing 

activities. Some analysts argue that democratic 

decision-making enhances the performance of such 

organizations, because members feel involved and are 

motivated to take responsibility. Others assert that in 

large organizations a heterogeneous membership 

reduces commitment and increases free-rider problems 

due to increased decision-making costs. In such cases, 

some observers argue, effective performance demands 

that RPOs adopt a more authoritarian governance 

structure. 

Our results indicate that democratic governance is 

likely to increase RPO effectiveness. Seemingly, by 

their participation in decision-making processes, 

members are likely to feel a sense of ownership in the 

organization, which enhances their commitment. The 

nature of democratic structures matters in this case. 

Rather than having numerous all-member meetings 

that may impose a drag on decision-making, a majority 

of RPOs (79 percent) have sub-committees that 

undertake specific roles, including marketing. These 

committees offer opportunities for power sharing 

across the membership, which enhances individual 

responsibility and commitment to the RPO. Thus, the 

executive committee and sub-committees can meet as 

regularly as necessary while all-member meetings are 

kept to a minimum, significantly reducing decision 

costs within the organization. Further analysis 

confirms this argument. First, a majority of RPOs (69 

percent) held only one all-member meeting per year. 

Second, we found in our data analysis a strong positive 

correlation between the number of executive meetings 

held annually and the level of effectiveness of the RPO 

(p<0.01).  

RPO size 

The democratic governance mechanisms described 

above also seem to solve problems associated with the 

large size of some RPOs. In practice, the RPO sub-

committees are constituted by members of the primary 

groups, including those primary groups that may not 

have been represented at the executive level of the 

RPO due to the limited size of the executive 

committee. This way, operational constraints due to 

large size such as reduced member communication 

and, thus, participation and free-riding tendencies are 

neutralized by this decentralization of responsibility 

across power-sharing structures. These governance 

structures are also regularly used for information 

dissemination to members, such that the occasional all-

member general meetings serve for review and general 

planning, among other objectives, rather than to make 

detailed decisions. 

RPO leader capacities 

Management capacity is required to enable the 

organization to access and manage resources 

effectively. Good management requires matching 

activities, skills, and leadership experience. In cases 

where leaders may not have the necessary skills for the 

activities for which he or she may be responsible, 

capacity building is seen as an indispensable solution. 

The latter is known to improve the internal structure 

and functioning of RPOs and help organizations to 
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handle economic functions more effectively. Based on 

these assumptions, one would expect that the 

effectiveness of an RPO is positively associated with 

leadership that has relevant capacities for carrying out 

their duties to the RPO. Two proxy indicators for 

management capacity were used in our analysis – the 

percentage of key leaders that (i) had been trained in 

leadership and (ii) had business experience. 

Training in leadership: Contrary to expectations, the 

results of the analysis indicate that increasing the 

number of leaders trained in leadership by one percent 

is likely to reduce RPO effectiveness by 0.45 percent. 

Although there is no clear theoretical explanation for 

this result, we present one possible explanation. 

Qualitative results indicate that the leadership trainings 

received by RPO management team members mainly 

covered group leadership skills, financial management 

and bookkeeping. In practice, such training results in 

stronger institutionalization of rules and regulations 

within the RPO. In spite of the fact that these rules 

should serve to strengthen the RPO, the rules also 

reduce the motivation for some members to market 

their produce through the organization. For example, 

81 percent of the surveyed RPOs had written codes of 

conduct and 48 percent specified penalties for breach 

of conduct, while 42 percent used both.  

An additional disincentive for members stems from the 

fact that the majority of monetary transactions between 

the RPO and members are handled through SACCOs 

in which members must open accounts. Doing so 

demands that farmers have the financial resources that 

they can commit for the initial deposit, the purchase of 

application forms and passbooks, and the purchase of 

RPO shares. These costs are in addition to the effort of 

having to go to a SACCO to withdraw money when 

payment is finally made. To avoid such 

‘inconveniences’, some RPO members would rather 

not sell their produce through their RPOs. Thus, the 

more leaders are exposed to leadership training, the 

more they tend to enforce the rules and regulations 

they learned. These reduce the incentives for members 

to market their products through the RPO. 

Leader experience in business management: Our 

results indicate that increasing the number of leaders 

with business experience by one percent is likely to 

reduce RPO effectiveness by 0.34 percent. This 

counter-intuitive observation can be explained by the 

way RPOs run their businesses. Due to limited non-

farm sources of income in rural Uganda, some RPO 

members (30 percent), including leaders, are involved 

in buying and selling of produce. Thus leaders become 

commercial competitors of the RPO that they lead, 

transacting businesses with members of the RPO 

outside of the framework of the organization, and 

potentially using the contacts and credibility they have 

gained from the RPO to enhance their own businesses. 

In our fieldwork, conflicts of interest within the 

management of RPOs were found to be common. This 

behaviour results in the trading activities carried out 

through an RPO primarily benefitting its elite 

members. 

Financial base 

It is normally assumed that increased financial capital 

is associated with enhanced RPO performance. The 

financial base of an RPO was defined for our analysis 

as the accumulated amounts of share capital and 

profits, i.e., funds generated by the RPO, excluding 

external financial support. However, RPOs that 

generated significant funds generally also received 

significant amounts of financial support from external 

sources and owned valuable assets as well. Therefore, 

increased financial capital may lead to enhanced RPO 

performance regarding acquisition of major assets and 

an increased ability to pay cash on delivery to 

members, thereby enabling the RPO to better compete 

with other buyers in the market. However, it does not 

necessarily translate into RPOs effectively helping 

their members to gain improved access to more 

lucrative markets.  

Further analysis of RPOs that had a strong financial 

base shows that such RPOs are strongly profit-oriented 

and reach beyond their membership to make direct 

purchases from non-members as well. However, most 

RPOs do not give their members preferential benefits 

over non-members. For example, 72 percent of RPOs 

made some profit in 2009, but only ten percent 

distributed any profit to members and only four 

percent of RPOs gave members a dividend. A majority 

of RPOs (64 percent) used their profits to cover RPO 

expenses. Therefore, the ability of an RPO to generate 

more funds does not necessarily serve as an incentive 

for members to sell their produce through the RPO 

unless deliberate mechanisms are put in place to 

ensure that members benefit from increased 

commercial returns. 

Gender composition of RPO membership 

Studies indicate that women are often excluded from 

RPOs and, when included, do not benefit as 

significantly as their male counterparts. Moreover, 

women tend to participate in and are likely to benefit 

more if they are in organizations that are primarily 

comprised of women members. Their participation 

depends on whether they see obvious economic 

benefits from membership. Results indicate that the 

majority of RPOs in Uganda are dominated by male 

members (average 377 men, 339 women and 129 

youth), who also dominate in the organizations’ 

leadership. Except for a few cases, the majority of 

RPOs surveyed, which are mostly mixed, did not have 

gender specific policies or rules that seek to 

affirmatively guide the inclusion of different interest 

groups in RPO leadership. This implies that males and 

females join RPOs despite gender inequalities related 
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to ownership of productive assets, capabilities, 

leadership opportunities and security.  

Nevertheless, our regression results indicate that a 

higher percentage of women in the RPO is likely to 

significantly increase RPO effectiveness. On average, 

women in our sample were found to market a greater 

number of agricultural commodities through RPOs 

compared to their male counterparts (1.73 and 1.59 

types of commodities, respectively). As a result, 

women generated more revenues from RPOs 

compared to their male counterparts (average UShs 

1,069,489 and UShs 822,735 respectively). Men, on 

the other hand, generated more revenues from outside 

RPOs.  

Women’s access to market information generally was 

limited to what the RPO could provide. Yet, men had 

greater access to a variety of benefits that included 

access to information on product prices, management 

and extension training, access to credit, and 

participation in the formation of networks. In all cases, 

the differences between men and women were 

statistically significant. The differences in access to 

market information resulted in different behaviours 

between the two groups – women tended to market 

through their RPOs, while men to a greater extent sold 

outside the RPO.  Despite women’s limited access to 

RPO benefits, they still remain loyal and committed to 

selling their products through them and, as such, 

enhance RPO effectiveness. While this translates into 

enhanced group performance, limited information 

access, in this particular case, also seems to be another 

reason for women’s tendency to market through RPOs. 

Thus, strategies to increase the number of members 

marketing through the RPOs should not only seek to 

attract women members, but should also provide 

equitable access, for all members, to necessary 

information on available commercial opportunities.  

Conclusions and policy implications  

Several conclusions can be drawn from this analysis of 

the factors that contribute to the effectiveness of RPOs 

in marketing the agricultural produce of their 

members: 

1. The importance of democratic structures in the 

management of RPOs is apparent. The use of 

many sub-committees may be a better strategy to 

sharing power and enhancing the commitment of 

members than does the use of numerous all-

member meetings that may drag out decision-

making processes.  

2. Capacity building is still important. Professional 

skills training seems to affect RPO effectiveness 

more positively than does having leaders with 

many years of formal education. However, care 

must be taken as to the manner in which newly-

learned management procedures are enforced so as 

not to hinder member participation in the RPO by 

putting in place disincentives to using the RPO to 

market the produce of a member. 

3. Having leaders on the RPO executive committee 

trading privately in the same sorts of enterprises 

promoted by an RPO is a disadvantage. Conflicts 

of interest are inevitable, considering that the 

services of executive leaders are generally 

provided on a voluntary basis. RPOs should devise 

reward systems for leaders that would reduce 

incentives for their engaging in such 

counterproductive activities or put in place 

stringent rules guiding leader behavior, such as a 

leadership code that requires leaders to declare any 

conflicts of interest that they may face in 

performing their RPO leadership duties.  

4. Whereas access to financial resources is critical to 

the success of collective marketing ventures, it is 

important that RPOs have mechanisms of sharing 

proceeds from funds generated corporately by the 

RPO. Specific mechanisms of distributing profits 

must be clearly laid out and understood by all 

members so that they have an incentive for 

belonging to the RPO and marketing their produce 

through the organization. 

5. Promoting mixed gender RPOs may be an 

effective strategy for promoting RPO development 

in Uganda. However, deliberate efforts must be 

taken to ensure that all members have equal access 

to information on the operations of the RPO and 

on local market prices and conditions. Making 

deliberate efforts to recruit women members, 

increase the number of female leaders, and ensure 

that women are benefiting from RPOs should 

result in more effective RPOs.
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