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Savings groups are viewed as one way of improving financial inclusion. Most of 

Ugandan smallholder farmers are financially constraint. This makes it difficult for them to use 

agro inputs that can improve their productivity. They resort to savings groups in order to improve 

their financial inclusion. The objective of the study is to determine the factors that affect 

participation in savings groups in Uganda. The Heckman two-stage procedure was applied on the 

primary cross-sectional data collected from 249 respondents in Sironko district of Uganda in 

2018. Our study finds that smallholder’s annual income and number of years in education 

significantly and positively affect the decision to participate in savings groups. However, 

smallholders earning more annual incomes do not participate in savings groups. Other positive 

significant factors include the number of dependants in the household and having dependants in 

secondary school, households headed by female, the number of other community groups that a 

smallholder farmer is participating in, having small businesses or part time employment as main 

source of income as compared to farming, and trust. Smallholder farmers requiring higher loan 

amounts than can be provided and those that find support from other organisations do not 

participate in savings groups. The Ordinary Least Squares was used in the second step 

accounting for selectivity bias to determine frequency of getting loans from the savings groups 

within a year. Farmer’s age, being a female farmer, having a leadership position in the savings 

groups, and main source of income being small business instead of farming positively affected 

the frequency of getting loans from the savings groups in the previous year (of 2017). The 

frequency of getting loans was affected negatively by annual income and having a weekly 

income. However, the frequency of getting loans increase with income for smallholder farmers 

earning more than an equivalent of 1106.28 USD. The study concludes that several factors affect 

the existence of savings groups. Uganda has to address some socio-economic issues in order to 

sustain the savings groups for financial inclusion.


