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Agricultural Lending – Self Study Guide for Loan Officers

LESSON TWO

The importance of agricultural knowledge

Objective: to examine the agricultural loan cycle, typical loan products and ways of building up 
knowledge of agricultural markets and good customers.

1. AGRICULTURAL LOAN CYCLE

The relationship between borrowers and a financial institution is governed by the fact that there is 
a gap between the moment when a loan is disbursed and the loan is fully repaid.  Because of this 
particular nature of loan transactions, where money is advanced in exchange for the promise of 
future (re)payments, moral hazard is a major issue and must be controlled by decreasing 
asymmetric information between borrower and lender.  This is done through a number of stages 
that aim at obtaining sufficient information on which to base the loan decision, plus follow-up 
measures to ensure that the loan is repaid on time.  These various stages are referred to as the loan 
cycle.

Diagram 1: A typical loan cycle

Let us quickly review the key features of each step in a loan cycle and note any specific differences 
for agricultural lending.

i) Loan application

Potential borrowers fill out an application form, sometimes with the assistance of a loan officer.  
Ideally, completed applications are received by loan officers who can directly process them and 
decide on a date for an initial client visit, or alternatively advise the applicant why the application 
will not be accepted. Occasionally completing an application form may be combined with the initial 
client visit but this precludes the implementation of a filter mechanism to keep costs under control.  

A filter mechanism aims to ensure that only those farm households that have a fair chance of being 
accepted as clients are visited in the next step of the loan cycle.  The filter consists of a number of 
key indicators that provide a quick pre-assessment of the potential creditworthiness of the 
customer.  Indicators might include:
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 Farm size – there will be a minimum below which farming is not normally profitable;

 Enterprise efficiency factors e.g. yield levels;

 A variety of income sources;

 A minimum level of family labour and evidence of permanent residence.

ii) Client visit

The collection and cross-checking of data on-site is the key to determining repayment capacity and 
the willingness of a client to meet the repayment requirements.  Qualitative information about the 
client, his/her farm or business and his/her family is a basic requirement for assessing management 
capacities and the trustworthiness of the information given. Quantitative information forms the 
basis for a detailed analysis of projected cash flow as well as the assets and liabilities of the farm 
household.  The information collected should also allow the loan officer to determine whether any 
of the assets could be accepted as loan collateral. 

iii) Loan appraisal

The information collected during the farm visit must be organised and assessed in order to arrive at 
a prudent loan decision.  If available, computer software can support and substantially increase the 
efficiency of this process.  With appropriate computer software, calculations are made 
automatically, balance sheets and cash flow projections are generated more quickly, consistency 
checks can be automated and sensitivity analyses carried out more easily.  In addition, basic 
information can be stored for further statistical analysis. 

Loan officers prepare appraisal reports which may be submitted to a Credit Committee for approval 
or rejection. Loan officers themselves can be delegated responsibility for approving (or rejecting) 
certain loans (including loan conditions such as amount, term, interest, collateral, frequency of 
payments etc).  An assessment of the client’s willingness to repay must be part of the loan officer's 
recommendation, for which he/she is fully accountable.

iv) Loan decision  

Loan decisions are usually made by credit committees.  The composition of the committee generally 
depends on the loan amount, with larger loans being decided by higher levels of management.  
Many microfinance institutions have successfully delegated lending decisions of small loan amounts 
to loan officers.

Credit committees review the loan appraisal carried out by the loan officer, check for consistency 
with loan procedures and policies and discuss critical aspects of the proposed loans.  Usually, the 
loan officer who has carried out the loan appraisal attends the credit committee to defend his/her 
proposal.  On some credit committees, non-staff members are present.  Involving local community 
leaders in the loan decision process can provide important insights and help ensure high quality 
lending decisions. 

Credit committees form an important part of the risk management strategy of the lending 
institution. They carry out a vital internal control function by providing a second opinion on 
proposed loans.

v) Disbursement  

After a decision has been made on a loan application, clients should be informed immediately of the
outcome.  Timely access to loans is a key factor for low income clients, so the time between the 
decision and disbursement of funds should be kept as short as possible.

There are various forms of disbursement.  In order to avoid loan resources being spent on assets 
other than those agreed upon in the loan contract, some institutions try to transfer at least part of 
the loan amount directly to suppliers using purchase orders.  Other lenders give loans in kind, while 
some prefer to disburse the loan in cash.  Disbursing loans in cash acknowledges the fact that loans 
are needed to meet people’s financial needs, rather than just for specific projects.  However, when 
larger investments are financed with a loan, e.g. a tractor, it might be advisable to pay the amount 
directly to the supplier to avoid a large amount of money “burning” for too long in the hands of the 
borrower.
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vi) Follow-up / monitoring during repayment period

Strict control is necessary to make sure that repayments are made on time.  Repayment discipline is 
essential for any prudent lending programme.  Unfortunately in many countries there has been a 
history of subsidised agricultural lending programmes with rather lax enforcement mechanisms for 
repayment.  Where this has occurred, it is of particular importance for new rural financial 
institutions to communicate clearly to their clients that they will be strict on loan repayment.

Monitoring of the borrower can be done in two ways:  directly and indirectly.  Direct monitoring 
takes place when loan officers visit clients on site after loan disbursement.  For farmers, these visits 
should be scheduled for moments that are critical for the agricultural production process, e.g. 
during the breeding period or prior to harvesting.  This should help the loan officer to identify at 
the earliest possible moment potential problems that could cause delays in repayment or endanger 
the entire repayment.  As continuous monitoring of borrowers is particularly costly in rural areas, 
timing and sequencing of monitoring visits have to be carefully planned.

A popular indirect monitoring device is based on close observation of the timeliness of repayments.  
Unlike the direct method that takes place prior to repayment dates, this technique is applied when 
payments fall due.  As soon as repayments are in arrears, the financial institution should implement 
an immediate, standardised follow-up procedure.  Quick action, i.e. within the first few days after 
a payment is overdue, is needed to make clear to the borrower that timely repayment has top 
priority for this financial institution.

Whether direct or indirect methods are more appropriate depends on the loan product.  Agricultural 
loans with a maturity of 9 months or more that are repaid in one single instalment at the end of the 
loan cycle require some direct monitoring.  In contrast, agricultural loans which fix payment 
instalments in accordance with the cash flow may be more efficiently monitored with indirect 
methods.

vii) Repayment  

The final payment marks the end of the loan contract.  At this point it may be useful to put a rating 
on the client’s overall loan performance.  This rating can be used for future loan decisions, and may 
facilitate easy access to a repeat loan.  If repayment performance has been inadequate, future loan 
access should be restricted, if not barred. 

Financial institutions can actively influence repayment performance in many ways.  Specifically in 
agricultural lending, the necessity of long distance travel to make loan repayments at the financial 
institution can provide an important obstacle in timely repayment performance.  

AGLEND use a number of techniques to facilitate borrower repayment:

1. Repayments are scheduled for days on which farmers usually come to town, for example on 
weekend market days.

2. AGLEND’s offices are located close to the farmers'  market at the central bus stop so that they 
can be easily reached.

3. Office hours are very flexible and include evening and weekend services.

4. There is a mobile unit operating in some regions with low population density to increase 
accessibility and customer friendliness.

5. AGLEND has established a very good relationship with the major wholesale traders, marketing 
co-operatives, rice mills etc. in the different regions.  Borrowers have the possibility of signing
an agreement with their loan contract that allows the companies buying the farmers' crops to 
pay AGLEND directly from the harvest proceeds. 
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1. Which are the most important phases of the loan cycle for controlling moral hazard?

2. In what way would you expect the agricultural loan cycle to differ from other loan cycles, e.g. 
for consumption loans or loans for urban micro-entrepreneurs?

3. How should a lender respond to late payments? What are the procedures followed in your 
institution?

2. TYPES OF AGRICULTURAL LOAN PRODUCTS

Loans to farmers can be provided for different purposes and different lending terms.  The most 
common types are:

 Seasonal Loans for Working Capital.  These loans are used to buy agricultural production inputs 
such as seeds, fertiliser and tools, as well as financing operating costs such as wages for hired 
farm labour.  It is important that these loans fit in with the seasonal nature of agricultural 
production.  They are usually short term.

 Harvest Loans.  These are short-term loans used to hire labour or machinery at harvest time.  
They may also be used to finance other marketing costs .

 Short term Improvement Loans.  These are loans used to invest in durable improvement 
measures to increase farm productivity, such as a water pumps for irrigation, but repaid over a 
relatively short term of 1 -2 years. 

 Long term Investment Loans.  These are loans used to purchase real estate or heavy machinery 
for long-term use, such as tractors.  In livestock activities, buying animals can also be classified 
as an investment loan.  In addition, investment loans are used to finance the establishment of 
perennial crops such as coffee, fruit or rubber trees that will require several years before 
generating returns.

Loan terms

As you can see, loan terms range from a few months to a few years.  The definition of whether a 
loan term is short, medium or long differs from country to country and institution to institution.  A 
possible classification refers to short term loans as loans with a repayment period of up to 12 
months, medium term loans up to 36 months and long term loans beyond 36 months.

Medium and long term loans are more difficult for farmers to obtain, as they involve substantially 
higher risks for the agricultural lender.  Establishing a long term client relationship, however, can 
reduce default risk and provide lending institutions with the information needed to assess other 
longer term investments in the future.
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Disbursement schedules

Whether an entire loan is disbursed in one or several instalments will vary according to the loan 
purpose, i.e. the activities to be financed.  In the case of wheat production, for example, there are 
different financial needs during the production cycle.  At the beginning of the production cycle, 
seeds are purchased.  During the growing period, fertilisers and pesticides are applied at different
times.  At the end of the production cycle, there might be a need for financing harvest labour 
and/or renting a combine harvester.  

Generally, agricultural lending terms as well as disbursement schedules should reflect the real 
situation of the farm and household unit as regards the repayment capacity of the farmers and their 
cash-flow situation.  Therefore the design of agricultural loans requires appropriate information 
about financial needs, patterns of loan demand, the mix of agricultural activities and associated 
cash-flows, as well as the risks involved.

Farmers do not only need finance for agriculture, but also for many other non-farm economic 
activities and consumption purposes.  Thus they may need loans for:

 Working or investment capital in non-farm enterprises;

 Consumption purposes between planting and harvest;

 Special events such as medical costs, school fees, weddings, funerals, etc. 

Diversifying their loan portfolio over these different financing needs allows agricultural lenders to 
balance the seasonal nature of agricultural lending.  While farm production loans will always
produce peak demand periods in the year, a lending institution with a diversified loan portfolio, 
including non-agricultural loans, will be able to manage liquidity and profitability more easily.

Credit Lines or Overdrafts

A credit line or overdraft facility that allows farmers the flexibility to draw funds when they wish, 
up to their credit “ceiling” - which is equivalent to an approved loan - might offer the best solution 
for farm finance.  However, credit lines can be more complex for an institution to manage and 
smaller financial institutions tend to stick with fixed term loan products and defined disbursement 
and repayment schedules.

4. What type of loans do small farmers usually ask for in your country? 

5. Under what circumstances should a financial institution consider giving more than one loan at a 
time to a client?

6. Do you think your institution could manage credit lines for farmers?
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3. FINDING GOOD CUSTOMERS

Financial institutions have to market their products like any business.  To build up an agricultural 
loan portfolio, therefore, it is important to undertake promotion in ways that ensure the prospect 
of capturing clients who have a sound income and risk profile, even though you may be concerned 
to reach poorer, smaller farmers.  

Let's look at how AGLEND target their marketing efforts to high potential clients,
thus securing good customers in a cost effective and efficient way.

1. They hold regular meetings with well-established irrigation co-operatives.  

In the valleys, many farmers have formed irrigation co-operatives that distribute water rights to 
their members for which they pay a fee.  There are some very well-managed irrigation co-
operatives while others are very poor.  The former have excellent irrigation systems, while
those of the latter are in poor condition and do little to enhance production.   Farmers who are 
members of the good irrigation co-operatives are more likely to be better borrowers than the 
farmers in the non-performing irrigation co-operatives.  So AGLEND’s regional credit manager 
regularly attends the meetings of the well-managed irrigation co-operatives and provides 
information about their loan products.  Farmers interested in obtaining loans can immediately 
submit loan applications.

2. They maintain close links with marketing co-operatives  

There are several marketing co-operatives that support small coffee producers and rice 
producers.  Farmers that are registered with these co-operatives have several advantages that 
enhance their income and risk profile.  They have access to good storage facilities that help to 
preserve the quality of the crops.  The co-operatives test the crop quality and certify it.  Thus 
co-operative members find it easier to sell their crops and get better prices than farmers who 
sell their products on their own.  AGLEND uses these co-operatives as a conduit for marketing 
their financial services.  AGLEND loan officers participate in co-operative meetings but also visit 
individual members to introduce their services.

3. They make contact with money-lenders  

AGLEND knows the money-lenders in the region.  These money-lenders generally provide only 
very small loans on a short-term basis.  For larger loans, farmers have to look for other 
financing sources.  AGLEND provides promotion material to money-lenders and gives them a 
little bonus for each customer they recommend to AGLEND.  Farmers who have previously 
worked with the local money-lenders and are recommended by them generally have a good 
repayment record.

4. They liaise with shops that sell high-quality agricultural inputs or machinery centres where 
farmers rent farm equipment 

AGLEND liaise with some well-known agricultural input shops and machine hire centres in the 
same way as they do with marketing cooperatives.  From the customers buying the products and 
services that these shops and hire centres offer, AGLEND can identify potential clients with 
suitable income and risk profiles. Farmers who, for example, buy internationally certified seeds 
and cellophane sheets for covering the land to stimulate a more rapid crop growth should be 
able to generate better income than those farmers who do not use these agricultural inputs.
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5. They try not to lose customers

It is important from an institutional perspective that the lender/borrower relationship does not 
end with loan repayment.  Rather, loans should be seen as part of an on-going client 
relationship, ideally involving a range of financial products which cater for differing client 
needs.  Once a loan is repaid, AGLEND loan officers seek an opportunity to speak with the client 
about future loans or other financial products.

7. What local organisations could your institution liaise with to identify good customers for 
agricultural loans? 

4. UNDERSTANDING AGRICULTURE

A thorough understanding of the agricultural sector is a fundamental prerequisite for lending 
successfully to farm households.  Sound knowledge of crop and livestock markets, production 
methods and external factors that can impact on agricultural production, is essential for loan 
officers, if they are to grasp the income and risk profile of potential borrowers.  Such knowledge 
will help them to select good customers, do better loan appraisals and, thus, enhance their loan 
portfolio quality. It will also enable the institution to design products that meet farmers' needs 
much better and to set appropriate conditions in terms of disbursement, repayment schedules and 
interest rates.

To achieve this understanding, rural financial institutions are advised to establish a comprehensive 
database of key information relating to the agricultural sector.  During the appraisal process, it is of 
particular importance to be able to compare the information collected from applicants with that of 
an “average” farm household engaged in a similar activity, in order to decide whether the expected 
income from agricultural activities is realistic or not.  This type of data must be collated region by 
region because the characteristics of agricultural activities vary from one location to the other.  
Data collection and analysis could include:

a. Production activity calendars for agricultural enterprises;

b. Prices for inputs and sales prices for crops;

c. Efficiency indicators, e.g. yields per hectare for different crops;

d. Weather information, e.g. rainfall.

In the rest of this section we will look at some of the information sheets that 
AGLEND loan officers use as reference material when dealing with agricultural 
clients, to exemplify what can be done.
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Production activity calendars  

Production calendars provide an overview of the main activities associated with a particular crop or 
livestock enterprise.  These calendars can provide insights into several key issues.  Firstly, they 
make it possible to identify months with a particularly high workload or demand for financial 
resources.  By comparing this with the actual situation on a particular farm, a loan officer can 
ascertain whether the farm household is able to provide inputs when needed or whether it faces a 
problem at certain times.  Secondly, when the actual work calendar for a potential borrower is 
compared with a “standard” production calendar, indirect information will be obtained about the 
farmer's level of production skills. If, for example, important production activities are not 
undertaken in a particular farm household, this suggests a potential impact as regards the quantity 
and quality of crops.  Thirdly, when combining this information with weather forecasts, we can
identify critical moments as regards risk exposure to calamities.

Here is AGLEND's pig production activity calendar:

Months
Pig Production in Highlands

1 2 3 4 5 6 7 8 9 10 11 12

Vaccination: pneumoenteritis

Vaccination: foot and mouth disease

Vaccination: brucellosis

De-worming

Vaccination: erysipelas

Provision of vitamins

Anti-rabies inoculation

Mating

Birth

Prices of inputs and sale prices of crops 

Price information on inputs and crops enables us to calculate the profitability of farm enterprises.  
In addition, historical records of prices provide insights into price trends and the level of sensitivity 
in net income that can be expected as a consequence of price volatility in input and output 
markets.
  
AGLEND has collected the following price information for the period 1998-2001:

Input prices in USD 1998 1999 2000 2001

Fertilizer
– Greenzit (NPK 17-17-17) (1l)
– Compound Fertilizer (NPK 23-23-0) (50 kg)
...

8.70
31.50

9.10
33.75

12.70
41.95

13.15
45.50

Herbicides
– Gesagard (1l)
...

12.50 12.80 13.05 24.95

Fungicides
– Dithane FMB (1l)
...

8.25 8.80 9.20 15.80

Seeds
– Carrots (Chantenay, 1 Pound)
– Tomato (Ace Royal, 1 Pound)
...

15.50
115.50

15.75
108.75

16.10
110.50

19.55
137.50
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Crops prices in USD (per 100 kg) 1998 1999 2000 2001

Coffee (previous years: 68.00-85.00 USD) 35.20 31.65 36.10 35.95

Wheat
Rice 
Maize

16.50
9.90
9.35

15.75
10.65
5.45

16.25
11.20
6.10

17.10
11.05
6.00

Carrots
Tomatoes
...

29.45
28.15

30.40
43.50

46.70
20.30

53.90
45.75

As prices can be volatile and sharp price variations from one month to the other are frequent, most 
prices should be followed up on a monthly basis.

Efficiency indicators  

There are a number of indicators which can be used to measure the physical (and, hence, financial) 
performance of a farm business.  If these indicators are calculated for the farm of a potential 
borrower and compared with an average calculated for a group of farm households of the same size, 
type and locality, this can help to determine whether the farmer has the management capacity to 
expand his activities and maintain enterprise performance. Such comparisons can also identify 
production problems or results that may be achieved in particularly favourable conditions.

These are examples of efficiency indicators collected by AGLEND:

Dairy Cows

Milk yield per year > 1,500 kg

Milk fat Above 3.0%

Pigs

Pigs per breeding sow per year > 18

50 kg attained per porker < 4 ½ months

Feed conversion rates for fattening pigs < 3.5 kg food per kg 
weight gain (3.5 : 1)

As production conditions can vary considerably across regions due to different soil and weather 
conditions, efficiency standards should be determined for each region. 

Weather information

Weather conditions have a strong impact on agricultural production.

 Rain is one of the most important production factors. A lack of rain prevents farmers planting
new crops, while growing crops may wilt and die or they may not yield as expected.  At a 
minimum, there must be enough rainfall to meet the growing requirements of a crop.  Then, 
rainfall must be correctly distributed during the crop’s growing period.  So rain must be 
reliable in terms of both quantity and timing. If rain is delayed or comes too early, it generally 
results in poor crop yields.  In areas where rainfall is unreliable, adequate provision of water 
may be assured through irrigation systems.

 Temperature affects agriculture in the following ways.  Each crop has an optimum range of 
temperature for its growth.  If the temperature falls below the minimum, crop production is 
seriously affected. Temperature affects disease incidence in crops.  It also influences the rate 
of biochemical reactions, which then impacts on the rate of growth, crop maturity and quality.
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 Natural calamities like floods, hurricanes or droughts do hit some places with a certain 
frequency.  In Bangladesh, for example, the lowlands are flooded every year and there have 
been major floods affecting the majority of the country every 5-10 years.  Natural calamities 
have a devastating effect on agricultural production as large parts or even the total harvest 
can be destroyed.

Most countries collect weather information that is available to the public.  Here is an example of 
rainfall records kept in the AGLEND office:

Precipitation by region 1992 - 2001

Regions

Average 
of last 

20 years
mm

92/93
% *

93/94
%

94/95
%

95/96
%

96/97
%

97/98
%

98/99
%

99/00
%

00/01
%

Highlands

A 612 114 94 38 95 30 94 95 39 99

B 309 83 84 37 82 28 84 89 35 65

C 356 83 79 36 66 39 87 82 40 85

Valleys

D 482 95 70 68 84 51 82 79 82 80

E 650 127 58 96 97 97 98 62 106 99

F 614 94 98 94 103 91 98 96 91 92

Tropical 
lowlands

G 1,244 114 98 100 109 115 110 104 105 98

H 1,193 90 66 114 90 86 90 71 91 87

I 1,122 183 87 117 117 150 107 122 130 141

* The figures show the actual rainfall per year expressed as a percentage of the average rainfall for 
the last 20 years (shown in the first column).

Regional enterprise profiles  

AGLEND has created enterprise profiles as reference material for its loan officers. These profiles 
summarise the most important facts and figures for each of the main agricultural enterprises in the 
regions where AGLEND works.

AGLEND’s enterprise profiles are based on real information from farmers in the selected areas. 
While agronomic information from agricultural research centres can be used in profile sheets, it
must be checked with farmers in order to provide realistic figures.  Enterprise profiles should take 
into account regional variations and differences in cultivation practices between bigger and smaller 
farms.  Profiles are regularly updated by providing incentives to the agricultural loan officers to 
gather additional information and/or adjust existing information on a continuous basis. 

The next pages show an example of a regional enterprise profile prepared by AGLEND.
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Vegetable production in the Pramot region

1 General information

Vegetable production is common in nearly all the farms in the Pramot region. In 
the Krain area the former swamp area was drained and irrigation systems have 
been built. This has given rise to the establishment of several vegetable canning 
factories in this region. Irrigation systems, however, are in a state of disrepair.

2 Minimum conditions for this enterprise

2.1 Environmental 
conditions

Besides land, access to a water source for irrigation is key. Small land areas are 
sufficient for vegetable growing.

2.2 Skills In order to grow, transplant and manage quality vegetable production, special 
knowledge is necessary. This knowledge can come either from formal agricultural 
education, �pecialized manuals or from family and friends. Strong competition 
exists among producers of early vegetables, because the first on the market gets 
the best price. Knowledge accumulated by experience is therefore jealously 
guarded.

2.3 Capital Initial capital requirement is substantial for early vegetables. It includes the 
construction of a hotbed and greenhouse, plus the purchase of cellophane,
imported seeds and fuel expenses.

2.4 Market Vegetable prices are lowest when the majority of vegetables ripen. This period 
lasts from early summer until late autumn. Highest vegetable prices can be 
achieved in winter time. Cabbage prices are very high just before the first 
harvest in May. Producers of early vegetables can benefit from these better 
prices for cabbage in April-May. Tomato and cucumber achieves the best prices in 
May and June. Generally early vegetable prices are 2-3 times higher than late 
vegetables.  Key markets are located in Pramot City and Pequeno Town.

3 History

Vegetable growing is a long-standing tradition in the Krain area due to the 
existence of irrigation. Knowledge is passed on from parents to children. 

In other parts of Pramot region it is a more recent activity and most people grow 
late vegetables.  People here usually own their land. Households with little land 
and only limited access to water, grow transplants for sale. Due to a lack of 
funds, especially for the fuel needed to keep the hotbed temperature up, and a 
lack of knowledge, few farmers grow early vegetables.

4 Production methods

4.1 Decision-making Vegetable production is always a family business with specific knowledge about 
sources of seeds and methods of speeding plant development. At times, larger 
families associate to cover the investment costs of growing early vegetables.

4.2 Technical operations Early Vegetables

There are two harvests from the same plot of land – the first of early vegetables, 
mostly cabbage and tomatoes, and the second of potatoes, tomatoes, sweet 
peppers, cucumbers etc.  The second harvest is very often for family 
consumption.

Early vegetable production involves:

- Ploughing and spreading fertilizer in the autumn

- Greenhouse preparation. Cellophane can last up to 2-3 years

- Hot bed and soil preparation

- Hotbed sowing in January with own or purchased seeds.

- Plants are sprinkled with warm water

- Weeding and maintaining hotbed with coal, wood, sheep dung etc.

- Soil preparation in the greenhouse

- Transplanting seedlings to the greenhouse 2 weeks after sowing. 

[…etc.]
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4.3 Inputs used Vegetable seeds can be selected from previous year’s crop. Early vegetable 
producers usually purchase seeds from �pecialized suppliers in the capital,
incurring transport costs. Imported seeds are preferred due to better quality. 
Cellophane and chemicals are bought in local markets. In winter and spring input 
prices are higher – vegetable producers seek to make all input purchases in the 
summer right after selling harvested crops.

4.4 Labour force Required labour force for vegetable production is high. On 10 acres around 80 
man-days are required for cabbage production […]

4.5 Financial resources Vegetable growing requires significant expenditure in January and February. For 
early vegetables working capital costs are about 500 USD per 10 acres; for later 
crops it is much smaller at around 60-70 USD per 10 acres.

4.6 Equipment Greenhouse (cost: around 300 USD), electrical pump (50 USD), a tank.

5 Crop disposal

5.1 Marketing Sale of early vegetables mainly in Pramot city. Vegetables are sold on kg basis.

5.2 Processing Processing is mostly done in the Krain area. Only larger farmers sell to the 
factories there.

6 Financial calculations 1

6.1 Costs Costs include: ploughing, cultivation, seeds, fuel, cellophane, electric power for 
watering, chemicals, transport costs and market expenses.

6.2 Revenue Average yield of early cabbage is 4.7 tons per hectare; revenue varies between 
1,000 and 2,000 USD. Average gross revenue from main crop vegetables is 300-
500 USD.

6.3 Seasonal variations Revenues are generated in April/May and continue until late autumn. If early 
vegetables are grown, first income comes in March/April. 

1 These are preferably provided in detail in the form of gross margin calculations for different 
crops. 

7 General prospects

7.1 Opportunities If the farmer has the knowledge and experience, early vegetables are a highly 
profitable business venture. In addition, family consumption can be satisfied 
from the second harvest.

7.2 Limitations Significant initial capital is required and a qualified labour force is needed

In the next lesson, we will look at the first stage of the loan cycle - collecting information from 
clients and making effective field visits.
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8. Have a look at AGLEND’s price sheet for inputs and crop sales.  What are the trends?  What 
impact do price fluctuations have on the profitability of agricultural production in general and 
selected crops in particular?

9. Looking at the rainfall records, which regions are high risk in terms of weather?  Where has 
production been most affected by rainfall variation?

10. Create a spreadsheet or table which summarises the key efficiency indicators for the 
agricultural enterprises financed by your institution.  In some countries agricultural colleges or 
universities, or planning departments in Ministries of Agriculture, collect such information and 
you should try to contact them for copies of reports or publications that you can use.

11. Analyse the AGLEND sample enterprise profile for vegetable growing in the Pramot region.  
Which information is most important and which is less useful?  What additional information 
would you include?

12. Develop an enterprise profile for one of the main crops produced in the area where you are 
located.

  

This symbol indicates an exercise or calculation you can do


