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Foreword

Farm business management is a broad field of learning which can be 
undertaken at many levels. The Farm Business School (FBS) curriculum 
has been designed to build farmers’ capacity to engage in profitable 
farming. It is a very practical curriculum based on the principle of 
learning by doing. 

This manual, the Training exercises of the FBS curriculum, provides 
the material which forms the working basis for the course of 
instruction. There are 100 exercises organized around 28 themes or 
topics. The exercises help the farmers explore and acquire knowledge 
and skills in farm business management ranging from basic business 
concepts and entrepreneurship to analysing, setting goals and planning 
for improvements in the farm business. Farmers will also be guided 
through a systematic process of implementing their farm business 
plans and evaluating the results they achieve. 

Farmers will learn specific tools such as benchmarking, mapping and 
other means to measure the effectiveness of their farms. They will 
learn about analysing and comparing enterprises to determine which 
are the most profitable and what affects profitability. They will 
understand the cyclical nature of a farm business and the risks that 
their farm business might face and how to plan for them.

In the process of developing a farm business plan for their own farm 
business, they will learn how to plan marketing, and labour, to assess 
cash requirement and funding sources and to mobilize finance, and to 
purchase inputs and materials. They will consider how and with whom to 
form partnerships – both with other producers as well as with various 
actors in the value chain.

The theme of entrepreneurship runs throughout the whole FBS 
curriculum. The aim is to inspire the participants and build their 
capacity and passion to organize and manage their farms as profit-
making businesses and taking full responsibility for all the risks. 



xii 

The programme is led by a trained, experienced facilitator who has 
personally been through the FBS curriculum. Rather than teaching, 
the facilitator assists and guides the participating farmers through 
the exercises as they work to acquire specific learning objectives. 

All of the exercises are accompanied by practical activities. Most 
of these activities are carried out in the FBS venue. Some include 
‘field trips’ to visit successful farmers, to explore farm businesses 
and investigate markets they might use. They will work individually 
and in teams. They will hear from experts and question successful 
entrepreneurs to learn first-hand from those with mature experience 
in various aspects of farm business management. 

At the end of the full course, farmers will have the opportunity to 
test their knowledge and skills on their farm businesses when they 
implement their unique farm business plans. And they will have the 
opportunity to reflect on the outcome of their farm business plan, and 
to improve it for the next season.

The Authors
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Section 1
INTRODUCTION

TO THE EXERCISES





Before beginning with the exercises, 
the following provides general information 

about use, structure and how they are to be conducted.

Layout of exercises

To make planning easier exercises are presented in the same format 
as set out below.

Element For each exercise ...
Objectives There is a clearly stated objective.
Key questions There is at least one key question to 

explore.
Key points to cover Key points are presented in bullet form.
Process A brief description of the process to be 

followed is presented.
Guidelines Steps for processes are suggested 

(if required).
Side-track Additional guidance is given or clarifications 

are made (if required).

The exercise framework

Element Take this into consideration
Objectives Each exercise is designed to achieve discrete 

and specific outcomes that will generally be 
either knowledge or a skill. Most exercises 
have a single objective; some will have two.

Key questions Each exercise examines at least one question 
that is worded to help focus the thinking 
of the farmers around the objective of the 
exercise.

Introduction 3



4 Introduction

The exercise framework (continued)

Exercise Take this into consideration
Key points to cover Each exercise is designed to cover a number 

of points that will help answer the question 
and fulfil the objective of the exercise. In 
most cases these point`s are presented in 
bullet form; in a few cases they are presented 
as a brief narrative explanation. They are not 
meant to be exhaustive, but are meant to 
present the essential learning that is needed. 
Facilitators may need to adjust the key points 
to suit their particular circumstances or the 
circumstances of the participating farmers.

Process The exercises are designed to help participants 
gain some knowledge or skill. For each exercise 
a brief description of the way the exercise 
is to be carried out is given. The details and 
the specific methods of the process (such as 
group sizes, use of materials, whiteboards) are 
left to the discretion of the facilitator based 
on his or her knowledge of the farmers and 
their farming circumstances. Where possible, 
the process is meant to be interactive and/or 
experiential – giving the farmers an opportunity 
to ‘do something’ and to contribute to the 
learning.

The general procedure is to explain the 
purpose/objective of the exercise, provide the 
farmers with information, explain the steps of 
the exercise, have the farmers complete the 
exercise, and then to discuss the outcomes in a 
plenary discussion as a means of consolidating 
learning. Some of the exercises include 
suggested guidelines that provide a sequence 
of steps to follow.

When group work is indicated, it is suggested 
that this be handled in two stages. The ‘first
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The exercise framework (continued)

Exercise Take this into consideration
stage’ would be work to be done by the 
designated groups (e.g. discussion, planning); 
the ‘second stage’ would be presentations by 
the group followed by discussion by the plenary 
of the farmers. The intention is to maximize 
input and participation (through the groups) 
and to reinforce learning (through collective 
reflection and dialogue). 

Some of the exercises refer to enterprise 
groups or teams. These are groups or teams of 
participants working on the same enterprise. 
Organizing such teams will make the relevant 
exercises easier to conduct and for the 
farmers to assist one another in the exercise. 

About conducting exercises

The following briefly discusses certain aspects of conducting the 
exercises. In each case, the facilitator will have to decide what to 
include; such decisions will need to be made well in advance of conducting 
an exercise.

Aspect For each excercise ...
Interactive 
processes and visual 
representations

The facilitator will need to decide on how 
to best facilitate interactive learning and 
participation including the use of white/
chalk boards, cards, flipcharts, role-play and 
activities.

Experiential learning The facilitator will need to determine the most 
effective ‘experience’ to facilitate learning 
including the use of games, simulations, field 
trips and demonstrations.
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About conducting excersizes (continued)

Aspect For each excercise ...
Guest presenters/ 
Panel

Decide if there is value in including input 
from a guest presenter and/or setting up a 
panel with which the farmers can interact. It 
will also be important to brief these guests 
well in terms of the objectives of the FBS in 
general and of the exercise in particular and 
in terms of the learning-by-doing philosophy 
of the FBS system.

Groups and teams The facilitator will need to set up an appropriate 
team or group. Depending on the nature of the 
exercise, the framework suggests a team that 
is meant to be 2-3 participants; where the 
activity warrants it, a group is suggested. A 
group would generally be 3-5 participants, but 
others may need to be larger. In each case, the 
facilitator will need to decide what the best 
arrangement is.

Study materials The facilitator will need to decide what and 
how much printed information to give to the 
farmers. Handouts for participants have not 
been included in this collection of materials.

Recording lessons and 
other information

The facilitator will need to suggest (possibly 
provide for) ways to record information and 
lessons learned. These might include exercise 
books, pre-printed worksheets, notebooks.

Embedded learning The facilitator will need to identify the 
embedded learning. Except where the exercises 
are specifically linked, this means that the 
knowledge or skill needed to complete the 
exercise has been covered. 

For example, the benchmarking exercises 
include enterprise budgets as one of the 
measures of performance. The benchmarking 
exercises do not provide any information or 
instruction on enterprise budgets, but ‘assume’ 
the farmers already know about the concept
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About conducting excersizes (continued)

Aspect For each excercise ...
and how to use them. It is up to the facilitator 
to check what knowledge is embedded in each 
exercise and decide whether or not that 
knowledge or skill needs to be learned before 
proceeding with the intended exercise.

Choosing exercises Many of the exercises are ‘stand-alone’ and 
can be conducted without having to conduct 
a previous exercise and without having to be 
followed up by another exercise. However, 
several of the exercises are linked and it 
is better if these linked exercises were 
conducted together and in sequence.

Sequencing exercises Exercises are numbered sequentially. Except 
where exercises are linked, the numbering is not 
intended to indicate any sequence in application. 
The facilitator will want to consider carefully 
the sequence of exercises when designing the 
FBS curriculum for each school.

NOTE

It is important that facilitators review the material well in advance 
of each session to make sure that all is in order and that they are 
familiar with the related subject area.

The exercises may be shortened or made longer, according to the 
needs of the particular farm business school. It then becomes the 
job of the facilitator to adjust the materials required to match the 
changes made. Facilitators may also decide to add other exercises, 
which they are free (and encouraged) to do. Any exercises added 
would need to be considered in terms of the budgets they require. 

It is recommended that facilitators understand the importance of 
energizers to gain the attention of the participants and have at hand 
a list of possible energizers that could be used when necessary.  This 
has not been included as part of the FBS package.  
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OUTLINE OF THE EXERCISES
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Commercial farming environment 

A first step to assisting farmers move toward more 
profitable market-oriented farming is by helping them to 
understand the changes taking place in commercial farming 
and how these affect their farm businesses. In the initial 
exercise of this collection farmers will begin to explore 
this changing environment and the challenges they face. 
They will discuss why they farm the way they do and how 
this has changed over the years.

Exercise 1 - The changing farming environment
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 Exercise 1
 The changing farming environment

Objective • To develop participants’ knowledge 
of the environment in which farm 
commercialization is taking place.

Key question • What changes are occurring to impact on 
my farming systems?

Key points to cover • In the past people farmed for food.
• Now, more and more people are farming for 

cash to pay for things they cannot produce.
• This change requires farmers to look 

carefully at the profitability of their farms.
Process • Interactive exercise using diagrams to 

explore the change in purpose of farming 
by comparing the relative importance of 
farming for food with farming for cash.

Guidelines 1. Team of 3-5 discuss why they farm. Is it 
to produce food to eat? Is it to generate 
cash? Is it for both food production and 
for cash? Rather than using words, they will 
use two circles; one representing farming 
for food, and one representing farming for 
cash. If they are farming more for food 
than for cash, then make the ‘food’ circle 
larger than the ‘cash’ circle. If they think 
they are farming equally for ‘food and cash’, 
the circles should be of equal size (see the 
following example).

2. The teams discuss how this ratio has 
changed over the last 10 years and to use 
circles to demonstrate the ratio ten years 
ago and five years ago. 

3. The teams share their diagrams. Discuss 
the changes shown. What does it mean? 
Are farmers farming more for food or for 
cash? Why has this changed? 

4. The teams discuss what is likely to happen 
in the next 5-10 years. They use circles 
again. 



12                                                         Commercial farming environment

Exercise 1 (continued)

Guidelines 5. The teams share their diagrams. Discuss   
    what this implies for how they run their 
    farms. Is farming for cash different than 
    farming for food? If yes, how? If not,
    why not?

Example
Diagram of the changing commercial environments

  10 years
ago

5 years
ago Now

$ $ $
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The commercial farm environment 
is rapidly changing and presenting new 
production and marketing opportunities
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Farming as a business 

For farmers to keep pace with the changing environment, 
they need to see their farms as businesses. This exercise 
will help farmers understand the difference between 
farming for food and farming for profit. They will look at 
the three key elements of any market-oriented farm: input 
supply, the production unit and the market.

Exercise 2 - Seeing the farm as a business
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 Exercise 2
 Seeing the farm as a business

Objective • To create awareness and introduce the 
concept of farming as a business and build 
consensus about the meaning of business. 

• To understand important aspects of the 
farm businesses that the farmers are 
managing.

Key question • What is farming as a business?
Key points to cover • The farm business is made up of three main 

parts: input supply, the production unit and 
the farm. 

• Inputs go to the production unit where 
products are made and products go to the 
market to be sold. This is the physical flow 
of a farm business.

• Money is spent on inputs. Inputs are used to 
produce a product. The product is sold on 
the market for money. The money returns 
to the farm. Some of it is used to buy more 
inputs. This is the financial flow of a farm 
business.

Process • Engage the farmers in a discussion around 
the three key elements of a farm business 
– the production unit, the input supply and 
the market – and main activities associated 
with each element of the farm. It should 
include the flow of resources and cash 
through the farm. The discussion should 
be linked to Exercise 1 examining the 
increasing need to farm for cash and how 
running the farm as a business achieves 
this. (See ‘Farming as a business’, Section 
3, Figure 3a in the FBS Handbook.)
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The farm business cycle 

Farm businesses follow a specific cycle based on diagnosing, 
planning, implementing and marketing and, finally, evaluating. 
The cycle then begins again. In this way the farm business 
is subject to continual improvement using this systematic 
and methodological approach. The exercises listed under 
the next topic are intended to take the participant through 
all stages of the farm business cycle.

Exercise 3 - The farm business cycle  
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 Exercise 3
 The farm business cycle

Objective • To understand the element of the farm 
business cycle.

Key question • What is farming as a business?
Key points to cover • What are the elements of the farm business 

cycle?
Process • Diagnosing. Work done to study a business 

and to identify problems that are limiting 
performance (finding out what is wrong) 
and opportunities to improve performance 
(finding out what more can be done).

• Planning. Making decisions about the steps 
to follow to achieve an objective or goal. It 
is about looking into the future.

• Implementing. Ensuring that the plan 
can be realized. This involves organizing, 
producing, monitoring and marketing. 
Organizing involves arranging the resources 
and people needed to carry out the plan. 
Monitoring. Involves keeping track of 
progress being made on tasks and activities 
of the plan; checking to see if things are 
going as planned.

• Evaluating. Deciding whether or not the 
plan worked and whether or not the goals 
were achieved. It involves taking a longer 
look at what has been done and measure it 
against the original expectations.

Process Engage the farmers in a discussion around 
the basic farm business cycle. (See ‘The farm 
business cycle’, Section 3, Figure 3b in the 
FBS Handbook.)
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Applying the farm business cycle 

This topic provides five additional exercises which will allow 
farmers to apply the business cycle to a farm business. It 
involves reading Sam’s story which demonstrates the key 
parts of the business cycle: diagnosis, planning, implementing 
and marketing, and evaluating. The story line follows the 
key parts – one for each exercise. These can be read or 
told prior to the relevant exercise.

Diagnosis 
The first exercise provides insight to the diagnosis stage 
of the farm business cycle. It shows that while diagnosis is 
done carefully, it can also be done very simply. The exercise 
reinforces the understanding that diagnosis is the first 
step in making a farm business more profitable.

Planning
The next exercise explores planning. Once a diagnosis 
has been done, ideas about possible changes will emerge. 
Planning addresses the questions such as what and how 
much to produce and how to produce it.  Planning ensures 
that changes and new ideas are carefully thought through 
before being implemented.  

Implementation
The next stage of the farm business cycle is implementation. 
The exercise provided outlines three of the main elements 
of implementation: organizing, producing and monitoring. It 
shows that, while it is important to stay as close to the 
plan as possible, it may be necessary to make some small 
changes along the way.
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Marketing
Marketing is the final element of implementation in the 
farm business cycle. It is one of the most critical aspects of 
farming for profit and as such has been treated separately. 
As with the other stages in the cycle, marketing needs to 
be planned carefully. The farmer needs to consider how 
to prepare the product for the market, how to package 
it and how to transport it to the market. And, of course, 
he must sell the product which includes deciding on a final 
price. Marketing is discussed in detail by exploring the main 
elements of marketing: preparing, packaging, transporting 
and selling.

Evaluation
The next exercise takes the farmer through the steps of 
evaluating the farm business plan. These should help the 
farmer identify the key indicators of farm performance 
and compare them to the plan (targets). 

Key aspects of a farm system
In order to improve their farm businesses, farmers need to 
understand the key aspects of a farm business. This allows 
them to focus on the most important things that affect 
its performance. The last exercise under this topic should 
assist a farmer in identifying these key aspects in relation 
to input supply, production and marketing. 

Exercise 4 - Farm business cycle: Diagnosis
Exercise 5 - Farm business cycle: Planning
Exercise 6 - Farm business cycle: Implementing 
Exercise 7 - Farm business cycle: Marketing
Exercise 8 - Farm business cycle: Evaluating 
Exercise 9 - Key aspects of a farm business
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Sam’s	story

Part 1 
Diagnosis	(finding	opportunities)

Sam had returned to his village after 4 years. He had gone to the city 
to look for work. His primary education had got him several different 
jobs. Life in the city had been exciting, but very hard work. Now his 
family wanted him to return to the village to take over the family’s 
1.5-hectare farm that his father was now too old to manage. Sam was 
happy to return, but he needed to make sure he could earn enough 
money to support his family now and in the future.

Sam talked to a number of farmers in his village to find out 
what the current farming practices were. He realized that most 
farmers were growing the same crops - beans, onions and maize. 
When he asked them why, they said because everyone else did; 
it was what they had always grown. He also learned that these 
farmers were selling their produce to the first buyer who came 
to the farm.

Sam decided to find out what were the most viable products to 
produce. He went to the nearest town and talked to shopkeepers 
and traders. He found out that there was a high demand for garlic. 
He also found three shopkeepers who said they would buy garlic 
from him, provided the garlic was of good quality. They said they 
normally paid $0.50 per kg. 

Sam knew that growing garlic was like growing onions, so he should 
be able to grow it.

Next, Sam decided to find out if he could make a profit growing 
and selling garlic. He visited some farmers in neighbouring village 
and learned from them that garlic was a profitable crop.

Finally, Sam spoke to the extension worker. She advised him to 
start with a ¼ hectare of garlic. She also told him he should be 
able to harvest about 750kg to 1 000 kg per hectare. So on ¼ ha, 
he should be able to produce between 190 and 250kg of garlic.
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After making all of his investigations, Sam decided to grow garlic 
on ¼ ha of his farm. On the rest of the farm he would plant beans, 
onions and maize.

Part 2
Planning

Sam had decided to grow ¼ ha of garlic. Based on what he learned 
from the market, from the other farmers and from the extension 
worker, Sam set himself a goal of marketing 1 000 kg of garlic to 
the three shopkeepers in the nearest town. 

He figured out that if he sold 1 000 kg to the shopkeepers he 
would receive $500.

Now Sam had to make a plan. First he found out what inputs he 
would need (including seed, fertilizer, pesticides, labour). 

Next he found out how to package the garlic so that it would be 
acceptable to the three shopkeepers. In this case it was small net 
bags. 

Next he found out the best way to transport the garlic from his 
farm to the shops. 

And finally, he found out how much it would cost for all these 
inputs. It would cost him $100. This meant he would make a profit 
of $400. 

After making his plan, the next thing Sam had to do was implement 
his plan. He had to buy his inputs, organize his labour, prepare his 
land and plant his crops. He also had to get organized to package 
his garlic and transport it to the three shopkeepers.

Part 3
Implementation	(producing,	monitoring,	controlling)

When Sam had all the right inputs, he prepared his land and planted 
his crop. But within a month Sam realized that the germination 
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was poor and the growth of the garlic was not as expected. He 
went to the extension worker who advised Sam to replant part 
of the garlic using a different variety of seed. Even though it 
cost him extra to get new seeds for planting, he knew he had 
made a promise to several buyers in the market to supply good 
quality garlic. He did his sums, and knew that he would still make 
a profit.

This time the germination was much better. A few weeks later, 
Sam’s garlic was almost ready, and it was looking good.

He knew the crop would come in later than the original plan, so 
he made new arrangements for transport. This did not cost him 
anything extra.

When it got close to harvest time, Sam purchased the packaging 
he needed to market his garlic in the three shops.

Shortly thereafter, Sam harvested his garlic. He was a month 
later than expected, but the crop looked good.

Part 4
Implementation	(marketing)

As the garlic was harvested from the field, it was checked and 
cleaned. The bad cloves were thrown away. The rest was packed 
into the net bags and put into boxes. 

When everything was weighed, Sam discovered that he had 900 
kg. It is a little less than his goal. But Sam did his sums and knew 
that he would still make a profit.

The transport arrived just as organized. The boxes were packed 
and Sam took his garlic to the three shopkeepers. So far everything 
was going as planned.

At first, the first shop refused to take his garlic because Sam was 
one month late. But Sam showed the shopkeeper the quality of his 
produce and convinced him to buy it. 



 23

The second shop agreed to take the product, but he wanted to 
pay Sam after sixty days. Sam explained that this was his first 
crop and wanted to keep selling to this shopkeeper but couldn’t 
if they couldn’t make a better deal on payment. In this way Sam 
persuaded the shopkeeper to pay 50% now and 50% in sixty days. 

The third shopkeeper refused to pay the agreed price. He said 
that he was able to get cheaper garlic from another farmer. Sam 
showed the shopkeeper the quality of the garlic. He also told him 
that his competitors had bought the garlic at the agreed price. In 
this way Sam convinced the shopkeeper to pay the agreed price. 
And he paid cash.

Part 5
Evaluation

 
Sam came back home a very happy man! But he realized that his 
task was not done. He had to evaluate his garlic business. 

He needed to compare what he planned with what actually happened. 
He must also calculate how much profit he has made. 

He noted that he had to replant the garlic. He had used the wrong 
seed. Next time he would check with the extension worker before 
buying inputs.

He did not expect the one shopkeeper to be worried that he was 
late with his crop. Next time he would be sure to keep his buyers 
informed. 

He also did not expect to be asked to be paid in 60 days. Next 
time he would check on that when setting up his market.

Did he make a profit? Sam knows that the income from sales is 
not equal to profit. He has to subtract all costs from the sales. 
He sold all 900 kg of garlic. He got $0.50 per kg. Thus his total 
income was $450. His costs were $120 including the $20 for the 
additional seed. So his profit was $330.
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So Sam was very happy. This was the first time he had been 
responsible for the family farm. It made more money this year 
than last year. His parents were also very happy. They asked him 
what he was going to do with the farm next year. He said he would 
investigate more opportunities. He would look again at the market. 
He would speak to the extension worker and other farmers. When 
he had enough information, he would decide what to do. 

But today, Sam wanted to celebrate. So he invited his family and 
friends to a party. All of them wanted to know how Sam had made 
so much money from his farm. He told them the whole story.
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 Exercise 4
Farm business cycle: Diagnosis

Objective • To learn to diagnose a farm business.
Key question • What does it mean to diagnose a farm 

business?
Key points to cover • Diagnosing is the first step toward making a 

farm business more profitable.
• Diagnosis is the process of examining 

the farm business in terms of how well 
it is functioning and what is affecting its 
profitability.

• Part of diagnosing includes looking for new 
opportunities.

Process Read Part 1 of Sam’s story. Discuss the 
following questions:
• What did Sam realize about the farmers in 

his village?
• What did Sam decide to do? How did he do 

it? Why is this important?
• What did Sam learn from his visit to the 

market (shopkeepers and traders)?
• What did Sam decide to do? Why could he 

be confident about this?
Lead a discussion to cover the ‘Key points’ 
above.
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 Exercise 5
Farm business cycle: Planning 

Objective • Learning to plan a farm business. 
Key question • What does planning a farm business entail?
Key points to cover Planning includes deciding: 

• What to produce;
• How much to produce;
• How to produce; 
• What inputs are needed (including farming 

requisites, land, labour and equipment);
• How to market produce; 
• How much profit can be made.

Process Read Part 2 of Sam’s story and discuss Sam’s 
farm business plan in terms of the six key 
points listed above.

Guidelines 1. Part 2 of Sam’s story. Ask the farmers 
to describe Sam’s plan. Note that in this 
story, Sam planned everything. He planned 
what to produce, how much to produce, how 
to produce it, what inputs he would need, 
how to market his produce and how much 
profit he could make. 

2. Explain that, once they have decided what 
to produce, it is critical to make a careful 
plan that explains what they need to do. 
Reiterate that this is what Sam did.
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 Exercise 6
Farm business cycle: Implementing

Objective • To understand the steps taken to 
implement a farm business plan.

Key question • What are the main elements of implementing 
a farm business plan?

Key points to cover • Implementing a farm business plan includes: 
• Organizing. Getting materials and other 

resources in place.
• Producing. Carrying out all the technical 

operations needed to produce the crop or 
product.

• Monitoring. Checking that everything is 
going according to plan and making small 
changes to the plan where needed.

Process Read Part 3 of Sam’s story and discuss how 
Sam implemented his farm business plan in 
terms of organizing, producing and monitoring, 
as explained above.

Guidelines 1. Part 3 of Sam’s story. Ask the farmers the 
following questions:

• After making his plan, what did Sam 
do next?

• What happened after Sam planted his 
garlic? What did he do about it? Why?

• When it got close to harvesting time, 
what did Sam do?

2. Lead the discussion to cover the points in 
‘Key points to cover’. Explain that the whole 
purpose of making a plan is to implement 
it. It is important that the plan be carried 
out just as it was planned.
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 Exercise 7
Farm business cycle: Marketing 

Objective • To understand the steps involved in 
marketing an agricultural product.

Key question • What are the main elements of marketing 
an agricultural product?

Key points to cover • Marketing an agricultural product includes: 
• Preparing the product for the market 

(e.g. cleaning, slaughtering);
• Packaging the product according to 

the market demand;
• Transporting the product to the 

market;
• Selling the product to a buyer (this 

includes pricing the product).
Process Read Part 4 of Sam’s story and discuss how 

Sam marketed his product in terms of the 
four points listed above.

Guidelines 1. Part 4 of Sam’s story. Mention that the 
harvesting and packaging went well.

2. Ask the following questions. What 
happened when Sam took the garlic to the 
three shopkeepers? What did he do about 
it? Why?

3. Explain how marketing is a very important 
part of the farm business. It includes 
preparing the product, packaging, 
transport, and selling.
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 Exercise 8
Farm business cycle: Evaluating 

Objective • To understand the steps involved in 
evaluating a farm business plan.

Key question • What are the main elements in evaluating a 
farm business plan?

Key points to cover • Evaluating a farm business plan includes 
assessing performance of the farm 
business in terms of:

• Meeting production targets;
• Meeting marketing targets;
• Meeting profit targets;
• Identifying what went according to 

plan and did not go according to plan 
and why;

• Identifying changes to make in the 
farm business plan for the following 
production season.

Process Read Part 5 of Sam’s story and discuss 
how Sam evaluated his farm business plan, 
the results of the evaluation and how this 
changed his plan for the next season. Lead 
the discussion using ‘Key points to cover’.

Guidelines 1. Part 5 of Sam’s story. Ask the following 
questions:

• After Sam sold all his garlic and went 
home, what did he do?  Why? 

• What are some of the things Sam 
learned from his evaluation? What did 
he do about it?

• Did Sam make a profit? How did he 
know? What did he plan to do about it?

2. Lead the discussion again using ‘Key points’. 
Explain how evaluating is also an important 
part of a farm business. It helps the 
farmer to know what went well and what 
went wrong. It helps the farmer know how 
to improve his farming business to make it 
more profitable.
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 Exercise 9
Key aspects of a farm business

Objective • To understand some of the most 
important aspects of a farm business in 
preparation for writing farm business 
plans. 

Key question • What are the key aspects of a farm 
business?

Key points to cover • A business is meant to be viable and 
successful.

• Aspects that affect the business viability 
are linked to the inputs, production, markets 
and the general commercial environment. 

• These aspects or key success factors 
should be favourable and the farmer should 
always be able to cope with issues of risk 
in the farm business.

• The aspects include:
• What can I produce?
• How do I produce it?
• Is it possible to produce it on my land?
• What resources and inputs are needed 

and where to get them?
• What labour do I need?
• What is the best market for the 

product?
• What price can the product get in the 

market?
• Is it profitable?
• Do I have enough cash?
• What are the risks and what to do 

about them?
See the following box for questions to be 
asked when evaluating a farm.

Process Plenary discussion around the ‘Key question’ 
and the ‘Key points’ above.
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Exercise 9 (continued)

Guidelines 1. Ask the farmers to describe the most 
important aspects of a farm business. 

2. Brainstorm the most important things they 
think they need to know and be able to do 
to make their farm businesses successful. 

3. Use the list under ‘Key points’ as a check 
to make sure all points are covered. 

Key questions for evaluating 
important aspects of a farm business

Ask the working groups to work through and answer the following 
questions.

Resource base. How possible is it for the farmer to develop 
commercial farming operations? Are there opportunities to expand 
the resource base? 

Resource degradation. Could the resource base be damaged 
by more intensive use of external inputs, such as soil erosion, 
deterioration of the soil structure or pollution?

Technical	efficiency	of	production. How successful is the farmer 
in turning inputs into outputs for given production methods? Are 
there opportunities to expand commercial farming operations? 
Are there improvements in quality that could be made to the 
output from existing production activities?
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Key questions for evaluating (continued)

Modern production methods. How good is the farmer’s 
knowledge of modern production methods that are available 
for use? Are there opportunities to adopt improved methods 
in existing production activities? 

Production threats. Are there dangers such as increased 
incidence of pests and diseases, or insufficient knowledge of 
new production processes?

Financial structure. How sound is the financial position of 
their farm business?

Product markets. How well does the farmer understand the 
markets for outputs that are produced on the farm? Does the 
farmer understand the product requirements for new outputs to 
be sold in commercial market outlets? Are there new marketing 
opportunities for outputs from existing production activities? 
Is the new market outlet reliable and/or sustainable? 

Market security. How strong are the market linkages for 
commercial farm activities?

Risk management. How capable is the farmer of identifying 
and managing the risks facing the farm business?

Community-based demands on the farm family. Are there 
specific community-based demands on the farm family that 
restrict their ability to develop a more commercial farm 
business? 

Financial structure. Is access to funds for development likely 
to be a problem? 

Goal	 conflicts. Are additional demands on time for the farm 
family associated with the development of more commercial 
farm business likely to conflict with other non-farm goals?
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Farm	profit,	income,	cost	

The five exercises of this topic are linked. They begin with 
the concept of farm profit and how to calculate it. Then 
the farm business is discussed in terms of the individual 
enterprises (which forms the basis for calculating 
enterprise budgets) followed by an exercise dealing with 
the difference between enterprise profitability and farm 
profitability. The next exercise helps the farmer understand 
the difference between variable and fixed costs and how 
they affect the profitability of the individual enterprises 
of the whole farm.  

There are many factors that affect the profitability of a 
farm. These can include the cost of producing and marketing 
the enterprise, the price of the product sold and the level 
of production. The final exercise of this topic is intended to 
provide the guidance necessary on the factors that affect 
the profitability of a farm and individual enterprises. Once 
a farmer knows how these factors affect profitability, he 
or she will be able to take action to improve the overall 
profitability of the farm.

Exercise 10 - Understanding farm profitability
Exercise 11 - Farm business and farm enterprises
Exercise 12 - Understanding enterprise profitability   
Exercise 13 - Variable and fixed costs
Exercise 14 - Things that affect the profitability 
                      of a farm business
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 Exercise 10
Understanding	Farm	Profitability	

Objective • To understand and appreciate the concept 
of profit as related to a farm businesses.

• Calculate farm profit.
Key question • What is profit?

• Where does profit come from?
• What is income?
• What are costs?

Key points to cover • It is important to separate farm income 
and profit from household income; the farm 
business is separate from the household.

• Farm income. Money received from selling 
products and the value of produce consumed 
and given away (this includes the value of all 
the products produced on the farm). Income 
is calculated by multiplying the quantity of 
the product sold, eaten, used or given away 
with the price of the produce in the market. 
Quantity is specified in terms of a unit of 
measure, e.g. kg, bags, bottles. Price is 
specified in terms of a unit of measure, i.e. 
$/kg, or $/bottle. Hence it is referred to as 
the unit price.  

• Farm costs. Money spent to produce and 
market products; the value of all the things 
used to produce products on the farm.

• Farm profit. Money left over from income 
after the costs are deducted.  If the total 
income less the total variable costs gives a 
negative number (that is, it is less than zero), 
then the enterprise is making a loss. This 
means that the costs are greater than the 
income or the income is less than the costs. 
If the total income is greater than total 
variable costs the calculation gives a positive 
number (that is greater than zero), then the 
enterprise is making a profit. The larger the 
resulting total, the greater the profit.
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Exercise 10 (continued)

Process Brainstorm the concepts of income, costs and 
profit and guide a discussion around them. 
Discuss the issue of separating the farm 
income/profit from the income sources of 
the household.

Guidelines 1. Ask what is profit and why it is important. 
Lead the discussion to the idea that 
profit is the money left over from income 
after the costs are deducted.

2. Brainstorm the following questions:
• Where does profit come from?
• How do you know that you have made 

a profit?
3. Ask participants to define ‘income, 

costs’ and ‘profit’. Lead the discussion to 
definitions given above. 

Side-track The idea behind the discussion on ‘Farm 
income, Farm profit’ and ‘Farm costs’ is to 
introduce the idea that the farm business 
is separate from the household. While the 
household relies on the income from the farm 
and other sources, the profitability of the 
farm is based on the income and costs related 
to the farm and not the household. This will 
help reinforce idea of farming as a business. 

Discussing farm costs also opens the way 
to discussing variable and fixed costs that 
is needed to be able to discuss enterprise 
profitability as separate from whole farm 
profitability later in the programme.

Examples of household expenses include food, 
schooling, clothing, health.
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 Exercise 11
Farm business and farm enterprises 

Objective • To understand the difference between 
the farm business and farm enterprises.

Key question • What is the difference between a farm 
business and a farm enterprise?

Key points to cover • Farm business refers to the whole farm as a 
business.

•  The farm is made up of individual enterprises 
(e.g. maize, groundnuts, pigs).

• Each crop or kind of livestock produced is 
an enterprise. A farmer may produce maize, 
beans and eggs. Each of these products is an 
enterprise. Maize is an enterprise; beans is an 
enterprise; eggs is an enterprise. Together 
they make up the farm business as a whole. 

Process Brainstorm the concepts of farm business and 
farm enterprises and guide a discussion around 
them.

Guidelines 1. Ask the farmers to describe their own 
farms. Do they produce only one product? 
How many produce both crops and animals? 
How many produce more than one crop? 
How many raise more than one type of 
animal?

2. Lead the discussion to the idea that a 
farm business is made up of different 
enterprises as described in ‘Key points to 
cover’.

3. Explain that sometimes farmers make 
decisions about the whole farm business 
and other times they make decisions about 
a specific enterprise. Therefore it is 
important to understand the difference.
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 Exercise 12
Understanding	enterprise	profitability

Objective • To understand the concept of enterprise 
profitability in relation to the whole farm.

Key question • What is enterprise profitability?
• How is enterprise profitability different 

from farm profitability?
• What are the key factors of profitability?

Key points to cover • An enterprise refers to one single crop or 
product. A farm may have more than one 
enterprise. Many farmers like to study 
their whole farm. This is important to do, 
but studying the whole can sometimes hide 
problems or opportunities within an individual 
enterprise. Therefore, it is also important to 
study each enterprise individually.

• Enterprise profitability is similar to farm 
profitability. In order to make a profit, the 
enterprise’s income must be greater than 
the enterprise’s costs. 

• As a business, each enterprise has three key 
elements: inputs, the production unit and 
markets. (See ‘One enterprise production 
unit’, Section 3, Figure 3c in the FBS 
Handbook.) Each of these elements affects 
profitability.  Inputs and production activities 
create costs for the enterprise. Marketing 
creates costs, but is the source of income 
for the enterprise.

• If income is greater than costs, then the 
enterprise will make a profit. If the income 
is less than the costs, then the enterprise 
will make a loss.
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Exercise 12 (continued)

• It sometimes happens that a farm is 
profitable even if one of its enterprises 
is not profitable. Therefore, it is 
important to determine the profitability 
of each enterprise to make sure that an 
unprofitable enterprise is not being carried 
by the profitable enterprises. A farm 
business should not have any unprofitable 
enterprises as these will reduce the profits 
of the whole farm.

Process Plenary discussion around the profitability of 
the individual enterprises of a farm. Lead the 
discussion to the understanding that each 
enterprise has unique income and costs. If 
the income is greater than the costs, then it 
makes a profit. If the income is less than the 
costs, then it makes a loss. An enterprise that 
makes a loss reduces the profits of the whole 
farm. (See ‘Income, costs, profit or loss’, 
Section 3, Figure 3d in the FBS Handbook.)

Guidelines 1. Ask the farmers to discuss the difference 
between a farm and an individual enterprise. 
Lead the discussion to the understanding 
that an enterprise is a single crop or animal 
type and that a farm may have more than 
one enterprise.

2. Ask the farmers to explain their 
understanding of profit. Lead the 
discussion to the understanding that 
profitability is determined by income and 
costs.

3. Ask the farmers to identify the three key 
elements of an enterprise and what happens 
in each element. How do these contribute 
to the costs or income of the enterprise?
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Exercise 12 (continued)

4.   Explain that each enterprise has its own 
      income and its own costs. Therefore, it 
       has its own profits (or loss). See Figure 3c
          again to show how each element contributes
       to the cost and income of the enterprise. 
5.    Refer again to Figure 3d to reinforce the
       idea that income minus costs determines
       profit/loss.

Side-track Part of this exercise will repeat some of the 
points covered in Exercise 10.

In ‘Tools and resources’ (See Item 3.8 in 
the Handbook) there is more information 
on enterprise profitability. There is also an 
exercise on enterprise budgets (See Training 
exercises) which is a formal way to accurately 
measure enterprise profitability.
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 Exercise 13
Variable	and	fixed	costs

Objective • To understand the difference between 
variable and fixed costs and their 
application to farm profitability.

Key question • What are variable costs?
• What are fixed costs?
• How do these affect farm profitability?

Key points to cover • Variable costs. The costs of actual production. 
They apply to specific enterprises on the 
farm. They vary as output changes and occur 
only if something is produced. They do not 
occur if nothing is produced. Variable costs 
can be allocated to specific enterprises. 
Examples of variable costs include:
• The cost of seeds;
• The cost of fertilizers;
• The cost of fuel for machines;
• The cost of hired labour; 
• The cost of livestock feed; 
• Veterinary costs.

Each individual category of variable costs is 
calculated by multiplying the quantity of the 
input used with the unit price for that item. 
Quantities and costs are specified in term of 
the unit of measure which can be kg, bags, tons, 
bottles.

• Fixed costs. Fixed costs are costs that apply 
to the farm as a whole. They do not vary with 
changes in production output of a specific 
product; they remain the same (fixed) 
regardless of the output. Even if there is no 
output, there will still be fixed costs.
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Exercise 13 (continued) 

• Examples of fixed costs include:
• The cost of purchasing a tractor or a 

piece of equipment which is used on 
the whole farm;

• The cost of implements and tools;
• The cost of a head of livestock for 

draft power;
• The cost of a packing shed;
• The cost of farm infrastructure (e.g. 

fencing).
Process Brainstorm on the concepts of variable and 

fixed costs and guide a discussion around them 
including identifying examples of each. Lead the 
discussion to include the examples of variable 
and fixed costs given above.

Guidelines 1. Ask the farmers to brainstorm what 
they know about variable and fixed costs. 
Write their ideas on the board under the 
appropriate headings. Lead the discussion to 
the definitions given in ‘Key points to cover’.

2. Ask participants to list examples of variable 
costs and write them on the board. Again 
lead the discussion to cover the variable 
costs listed in ‘Key points’. Highlight that 
these costs vary with production and can be 
allocated to a single enterprise. 

3. Ask participants to list examples of fixed 
costs and write them on the board. Lead the 
discussion to cover the fixed costs listed 
in the points to cover. Highlight that these 
costs do not vary with production and cannot 
easily be allocated to a single enterprise.
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 Exercise 14
Things	that	affect	the	profitability	of	a	farm	business	

Objective • To understand the factors that affect 
the profitability of a farm business.

Key question • What are the main things that affect farm 
profitability?

Key points to cover Farming for profit is different and more 
complex than farming for home consumption. 
Farm profits are affected by:
• Inputs,  input costs  and suppliers (the right 

ones, being available when needed)
• Market (location, distance, accessibility);
• Market demand (what, when and how much);
• Market prices; 
• Credit (accessibility, affordability);
• Competitors;
• Technology (for production and marketing).
• (See Figure 3e, ‘Things that affect 

profitability’, in Section 3 of the FBS 
Handbook.)

Process Brainstorm and guide a discussion around the 
key factors that affect profitability of a farm 
business paying close attention to how they 
affect profitability (positively and negatively).

Guidelines 1. Ask the farmers to think of things that can 
affect the profitability of a farm business. 
Lead the discussion to covering the points 
given above (Consider capturing their ideas 
in a diagram).

2. Explain the following and encourage discussion: 
When we only produced food for our families, 
farming was much simpler. It was not always 
easy, but it was not so complex. Now, when 
we need to generate cash to buy things we 
cannot grow on our farms, farming becomes 
more like a business. We have to be aware of 
many things. We have to make sure that we 
grow and sell enough products to cover the 
cost of production and to give us a profit.
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Cash	flow,	cash	availability		

Cash is the life-blood of a farm business. Unless a farmer 
has enough cash to pay for the inputs, labour and other 
costs, he or she will not be able to run the business. The 
following exercise is intended to show how the cash inflow 
and outflow can be measured and compared; how to prepare 
a cash flow. Determining the cash flow should enable a 
farmer to identify the times in the production season when 
he or she may run short of cash. Based on this knowledge 
the farmer could prepare a plan to raise the cash needed. 

Exercise 15 - The flow of cash through the farm business   
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 Exercise 15
The	flow	of	cash	through	the	farm	business	

Objective • To understand the concept of cash flow 
and its impact on managing the farm 
business.

Key question • What is cash flow?
• What is cash inflow?
• What is cash outflow?

Key points to cover • A cash flow shows the farmer how much cash 
flows into the farm business each month and 
how much flows out of the farm business 
each month or over a certain period of time. 

• If in any month the cash flow out is more 
than the cash flow in, then the farmer knows 
he has to find extra cash for that month.

Process Develop a realistic practical exercise to help the 
farmers calculate a cash flow for a farm business 
based on an enterprise they are familiar with 
(an example is provided below). 

The key questions to answer are: 
• Will I have enough cash available to implement 

the farm enterprise(s)? 
• Will I need to borrow cash, and if so how 

much and when will I need it?
Side-track This exercise can be done two or three times 

in conjunction with a number of exercises. Cash 
flow is included in the business plan exercises. 
The first time it is done can be more conceptual 
and less based on calculations. As the farmers 
gain more confidence and experience, the 
difficulty of the exercise can be increased.
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Example
Cash	flow	exercise

The season for this farmer starts in September until August of the 
following year. 

In September he has no expenses.
In October he will pay $90 for labour for land preparation.
In November he will pay $50 for seed, $50 for fertilizer and $90 
for labour for planting. 
In December he will pay $20 for pesticide. 
In January he will pay $54 for labour for weeding.
In February, March and April he has no expenses.
In May he will pay $90 for labour for harvesting.
In June the farmer sells his produce and receives an income of $590.

Write the above information into a cash flow table as shown.

1. Add up the costs for each month. 
• In September the farmer needs no cash.
• In October he needs $90.
• In November he needs $190.
• In December he needs $20. 
• In January he needs $54.
• In February, March and April he needs no cash.
• In May he needs $90.

He will spend a total of $444 over the whole production season.

2.  Ask for each month. Does the farmer have enough cash in that
     month, or will he have to borrow the money?

3.   Write ‘Cash needed’ under the last activity. Add up the amounts
      in each month and put the total at the bottom on the same line
      as ‘Cash needed’

4.    Identify how much cash will flow into the farm. (The farmer has
       an income of $590 from tomatoes in June.)

(Refer to the cash flow table on the following page)
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Planning for risk

One of the biggest factors that contribute to the failure 
of farm business is not identifying and planning for risk. 
The following exercise helps the farmer understand risk 
and how to plan for it so that if the potential risk does hap-
pen, a plan is in place to minimize its effect.

Exercise 16 - Risks in farming   
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 Exercise 16
Risks in farming 

Objective • To understand risk, how it affects a farm 
business and how it can be managed.

Key question • What is risk?
• How does risk affect a farm business?
• How is risk managed?

Key points to cover • Risk refers to things that could happen that 
can harm the farm business. 

•  Farmers need to think about potential risks 
ahead of time and be prepared for them. 

•  Potential risks include:
•  Changes in market prices;
•  The possibility of low yields;
•  Increases in costs of production; 
•  Loss of labour;
•  Pests and diseases.

Process Plenary brainstorming around the following 
questions:
1. What can happen to the production part of 

the business? 
2. You know that your enterprise is technically 

feasible, but what could go wrong with 
production? What action do you need to put 
in place? 

3. What can happen to the marketing part? 
4. What can happen to the financial part?  
5. What can happen to the human part of the 

business? 

Follow-up questions:
1. What is the effect of a drop in the market 

price of a product? 
2. What is the effect of a pest infestation? 
3.  What is the effect of a delay in the delivery 

of fertilizer from your supplier? 
Discussion should lead to identifying risks and 
how to handle them.



 49
Exercise 16 (continued)

Guidelines 1. Have the participants prepare a blank 
table similar to the one in the example 
below.

2. Ask the farmers to think about their 
farms. Ask enterprise groups to discuss 
the specific risks. Have the participants 
list the risks in their blank tables.

3. For each risk they should identify what  
harm it can do, and how to handle it as 
shown in the example below.

4. Encourage discussion. Have they covered 
all the risks? Will their plans to address 
the risks work?

Example
Risk	identification	and	management

Risk and what harm it can do How to handle the risk
Produce can be damaged on the 
way to the market. This can 
result in a lower market price.

Make sure the produce is 
properly packaged.

Market price can drop. This 
would result in lower profits.

Study the market and decide 
whether to sell early or late; or 
to sell all at once or a little at a 
time.
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Entrepreneurship

This section on entrepreneurship covers three aspects: 
entrepreneurial competencies, strategic planning and 
negotiating skills. Entrepreneurial competencies are 
covered in five exercises: 

• A panel discussion with local entrepreneurs;
• Brainstorming on the characteristics of an entrepreneur 

based on the panel discussion;
• A self-reflection of the entrepreneurial characteristics;
• A visit to a local entrepreneur;
• Learning from the visit.

These exercises are linked and will require advance 
preparation. The facilitator will need to arrange several 
well-spoken and successful entrepreneurs (at least 2 or 3) 
to participate as panel members. Preferably they should be 
people with whom the farmers can identify. They should 
be working in something related to agriculture such as 
processing or marketing. Each panel member will need to 
be briefed as to the purpose of the panel discussion. They 
should each be asked to present a 5 to 10 minute story 
about themselves and the business they are managing. 
Thereafter they should be prepared to answer questions. 
The visit to a local entrepreneur also requires preparation. 

Exercise 17 - Competencies: Panel discussion with    
                      entrepreneurs 
Exercise 18 - Characteristics of an entrepreneur  
Exercise 19 - Self-reflection on entrepreneurial 
                      characteristics
Exercise 20 - Visiting a local entrepreneur
Exercise 21 - Learning from the visit to the local 
                      entrepreneur 
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Exercise 17

Competencies: Panel discussion with entrepreneurs 

Objective • To understand what is an entrepreneur.
• To identify the characteristics of an 

entrepreneur.
Key question • What is an entrepreneur?

• What are the characteristics of an 
entrepreneur?

• How do I rate myself as an entrepreneur? 
Key points to cover • Possible questions to ask the panel:

• Why did they start the business? 
• How long have they been in their 

business? 
• How long did it take to start making 

profits? 
• How did they know they could make a 

profit? 
• What is the most important thing to 

do as an entrepreneur?
• What do you need to be careful about 

as an entrepreneur?
• What are the most important 

characteristics of an entrepreneur? 
• What about risk? Are they risk-

takers?
Process Plenary discussion and preparation before the 

entrepreneurs arrive. Review of questions to ask 
and agreement on who will ask which question. 
Panel discussion with local entrepreneurs.

Guidelines 1. Before the panel discussion, brainstorm 
questions the farmers can ask the panel. 
Lead the discussion to cover the questions 
listed above.

2. Start the panel discussion by introducing 
the panel members.

3. Ask each panel member to tell his story.
4. Encourage the farmers to ask their 

questions and record the answers.
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Exercise 18
Characteristics of an entrepreneur 

Objective To explore the characteristics of an 
entrepreneur.

Key question • What are the characteristics of an 
entrepreneur? 

Key points to cover • Some key characteristics of an entrepreneur 
are: 
• Like being your own boss (they like to 

control themselves instead of being 
controlled by others);

• Self-confidence;
• Sense of urgency;
• High energy;
• A willingness to risk money and security;
• Ability to inspire and energize others;
• Strong willed;
• Ability to learn from failures;
• May devote a disproportionate amount 

of time to their business;
• Very competitive;
• May lack some business skills;
• A ‘never, never, never quit’ attitude;
• Honest and trustworthy.

Process Groups brainstorm to list characteristics 
of entrepreneurs. Groups report results to 
plenary to develop a comprehensive list of 
entrepreneurial characteristics.

Guidelines 1. Organize teams to discuss and agree on five 
(5) key characteristics of an entrepreneur.

2. Ask each team to share and explain the 
characteristics they agreed on. 

3. Discuss which of these are the most important
Side-track It may be valuable to capture the discussion in 

a diagram. (See example diagram in Exercise 19, 
under ‘Process’.)
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Exercise 19

Self-reflection	on	entrepreneurial	characteristics	

Objective • To self-reflect on entrepreneurial 
characteristics.

Key question • How do I rate myself as an entrepreneur?
Key points to cover • Characteristics of an entrepreneur as 

developed in Exercise 18 (or through some 
other means if that exercise was not used).

Process Using the agreed list of characteristics, teams 
of two interview one another one characteristic 
at a time assessing for themselves ‘how much’ 
of the characteristic do they have (strong or 
weak) and what they need to develop. Suggest 
that they use the following format to record 
their assessment.

Entrepreneurial characteristics
How much of this do 

I have?
What do I need 

to develop?
Strong         Weak (?)

Teams report results to plenary for discussion 
and thinking about possible actions to take to 
strengthen their entrepreneurial skill.
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Exercise 20
Visiting a local entrepreneur 

Objective • To learn first-hand from an entrepreneur 
in his or her business.

Key question • What is it really like to be an entrepreneur?
• What makes this business successful? 

Key points to cover • See an entrepreneur in action.
•  Experience entrepreneurship first hand.
•  The key things to look for and ask about are:

•  How the business is managed in terms of 
input.

•  Production and marketing.
•  What makes this business successful?

Process Prior to the visit, teams brainstorm questions to 
ask the entrepreneur. Teams report to plenary 
discussion to agree on questions to ask the 
entrepreneur.  During the visit, the farmers ask 
and record answers to their questions. 

Guidelines 1. Small groups discuss what they would like to 
learn from the business and the entrepreneur 
they are going to visit. 

2.  Ask each team to list key questions that they 
wish to ask (see list above).

3.  Visit to the entrepreneur. Encourage them to 
ask their questions and to record the answers.

Side-track The facilitator will need to arrange the visit 
with an honest, well-spoken, and successful 
entrepreneur – preferably someone with 
whom the farmers can identify who is 
working in something related to agriculture 
such as processing or marketing. One of the 
entrepreneurs who participated in the panel 
discussion may be suitable.

The entrepreneur will need to be informed 
about the purpose of the visit. It will be helpful 
if a programme or agenda is prepared with the 
entrepreneur. 
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Exercise 21

Learning from the visit to the local entrepreneur 

Objective • Learning from the visit to the local 
entrepreneur.

Key question • What did I learn from seeing an 
entrepreneur in action?

Key points to cover • Key points will be determined by the 
answers obtained in during the visit.

Process Team discussion of the answers to the questions 
recorded during the visit to the entrepreneur; 
they should prioritize answers in terms of 
importance to them and consider:
• How their thinking about their own farm 

businesses is affected by the things they 
have learned about entrepreneurship.

• What they might want to change about their 
farm businesses.

Teams report results to plenary for discussion 
to consolidate learning.
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Negotiating skills

Negotiating is an important skill needed by all successful 
entrepreneurs. It is used when purchasing inputs, hiring 
labour, engaging transport and pricing products at the 
market. The better a farmer is at negotiating, the better 
his chances are to improve the profitability of his farm 
business. The next five exercises help farmers explore 
the concept of negotiation and to access and develop their 
negotiating knowledge and skills.

Exercise 22 - What do I know about negotiating?
Exercise 23 - Things I need to know to negotiate 
                       in the market
Exercise 24: - Assessing my negotiating knowledge
Exercise 25: - Assessing my negotiating skills
Exercise 26: - Assessing my negotiating skills, 
                       continued   
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Exercise 22

What do I know about negotiating? 

Objective • To understand what negotiation is.
Key question • What is negotiation?

• What is involved in negotiation?
Key points to cover • Negotiation is a process whereby two parties 

discuss an issue and arrive at an agreement.
• Negotiation usually requires both parties to 

compromise, where each will give up something 
and hold on to something in order to come to 
an agreement.

Process Plenary brainstorming about the concept of 
negotiating starting with whatever experience 
they have had, focusing on what the negotiations 
entailed and what was involved in the process. 
Lead the discussion to negotiating in relation to 
marketing farm business products.

Guidelines Most people have had some experience 
negotiating. Ask: Have they had any experience 
negotiating anything? They may have negotiated 
marketing a product, or the price of clothes 
they want to buy. Some will have negotiated 
a marriage. All of these are valid forms of 
negotiating that can be used to leverage learning 
in this exercise.
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Exercise 23
Things I need to know to negotiate in the market

Objective • To identify the knowledge needed in a 
market negotiation.

Key question • What type of information is needed to 
negotiate effectively?

• What negotiation skills are needed in 
marketing?

Key points to cover • Farmers should know the following things to 
strengthen their position in a negotiation:

• The range of buyers available; 
• Which crops have a strong demand (and 

a low supply);
• Current and past market prices and 

conditions;
• The break-even cost of production;
• The marketing costs involved to take 

the produce from the farmgate to the 
final market;

• How different marketing processes get 
done and how long they take to complete;

• The very lowest price that they can 
accept;

• A fair price for the product even if they 
want a higher price.

Process Plenary brainstorming and discussion leading to 
identifying at least all the factors listed above. 
Lead the discussion with the question: What is 
needed to improve their position in a negotiation?
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Exercise 24

Assessing my negotiating knowledge 

Objective • To self-reflect on the strength of my 
negotiation knowledge.

Key question • How do I rate my negotiation knowledge?
Key points to cover • Negotiation knowledge as developed by 

the FBS group.
Process Teams of two interview one another one skill at 

a time, assessing for themselves the extent to 
which they have the knowledge (strong or weak) 
and what they need to develop. Suggest that 
they use the following format to record their 
assessment:

Negotiation knowledge
How much of this do 

I have?
What do I need 

to develop?
Strong         Weak (?)

Teams report results to plenary for discussion 
and think about possible actions to take to 
strengthen their negotiation knowledge.
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Exercise 25
Assessing my negotiating skills

Objective • To identify the skills needed to be 
successful in a negotiation.

Key question • What are the skills of a successful 
negotiator?

Key points to cover • Farmers should know the following things to 
strengthen their position in a negotiation:

• Able to say ‘No’;
• Listening actively (without responding);
• Staying focused on the goal;
• Self-control; not getting emotional, but 

being conscious of one’s own emotions;
• Being conscious of the emotions of the 

other party;
• Able to see the situation from the 

other party’s point of view and what the 
other party wants (without necessarily 
agreeing with them);

• Able to see ways that both parties ‘win’;
• Able to concede unimportant or less 

important details;
• Able to make basic calculations quickly 

(e.g. the impact of a quantity or price 
change).

Process Plenary brainstorming on the skills needed to 
be successful in a negotiation with a view to 
generating the above list of skills.
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Exercise 26

Assessing	my	negotiating	skills,	continued	

Objective • To self-reflect on the strength of my 
negotiation skills.

Key question • How do I rate my negotiation skills?
Key points to cover • Negotiation skills as developed by the FBS 

group.
Process Teams of two interview one another one skill 

at a time, assessing for themselves the extent 
to which they have the skill (strong or weak) 
and what they need to develop. Suggest that 
they use the following format to record their 
assessment:

Negotiation skills
How much of this do 

I have?
What do I need 

to develop?
Strong         Weak (?)

Teams report results to plenary for discussion 
and think about possible actions to take to 
strengthen their negotiating skills.
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Analysing the farm business

The initial step in analysing a farm is to create a reliable 
sketch map that shows how the land is used, what products 
are produced and the inputs and technology used. The first 
exercise of this topic then is to prepare a map of the farm 
following the example diagram shown. The drawing does 
not have to be exact, but it should be easy to identify 
the structures, the location of enterprises and the water 
points. Such a map assists the farmers to analyse the actual 
strengths and weaknesses of their farm businesses in terms 
of the use of land, choice of enterprises, technology and 
inputs, labour, harvesting, marketing and other important 
aspects. After determining the strengths and weaknesses, 
the farmers are assisted to make plans to translate these 
into actions and to build on the strengths or overcome 
weaknesses. The five exercises provided are designed to 
encourage a way of thinking about the farm business so 
that the farmer is ever conscious of its strengths and 
weaknesses and routinely and methodically acts in response 
to them.

Exercise 27 - Mapping the farm
Exercise 28 - Analysing the enterprises of a farm
Exercise 29 - Assessing the strengths 
                      and weaknesses of a farm
Exercise 30 - Understanding the strengths 
                      and weaknesses of a farm
Exercise 31 - Translating strengths 
                      and weaknesses into action 
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Exercise 27

Mapping the farm

Objective • To produce a sketch map of each 
participants farm.

Key question • What enterprises do I have on my farm 
and what products do I produce?

• What technology and inputs do I use?
Key points to cover • How the land is used;

• What technology is used;
• What products are produced; 
• What inputs are used.
See the example of a sketch map below.

Process The farmers work together to draw sketch 
maps of their farms. 

When the maps are done, ask the farmers to 
compare farms. How are they similar? How are 
they different? Why? Look for common points.

Side-track Participants should not worry about accuracy or 
drawing to scale. Use whatever writing materials 
are available. Simple pencil drawings will be 
sufficient. 

Example sketch map
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Exercise 28
Analysing the enterprises on my farm

Objective • To understand the relationship between 
the different enterprises on the farmers’ 
farms.

Key question • Do the enterprises on my farm compete 
with each other?

• Do the enterprises on my farm supplement 
each other?

• Do the enterprises on my farm complement 
each other?

Key points to cover • A farm may have more than one enterprise.
• Competitive enterprises compete with each 

other for the same resources.
• Supplementary enterprises do not affect 

each other. 
• Complementary enterprises are those that 

contribute to the production of another. (See 
following box for additional information.)

Process Plenary discussion led by the facilitator covering 
the points listed above.

Guidelines 1. Ask the farmers to think about what they 
produce on their farms and what they do 
with their produce. How do these enterprises 
relate to each other? Do they compete for the 
same resources? Does one enterprise support 
the production of another enterprise?  Does 
one enterprise use resources that would 
otherwise not be used?

2. Explain the meaning of competitive, 
supplementary and competitive enterprises.
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Additional information about enterprises

Competitive enterprises
Enterprises ‘compete’ when they use the same resources. For 
example, if a farmer does not have enough labour to harvest two 
different crops at the same time, one crop can only be increased if 
the other is reduced. 

Supplementary enterprises
Enterprises ‘supplement’ one another when they use resources that 
might otherwise not be used. For example, a farmer has fish and duck 
enterprises. The duck droppings are utilized by the fish in the fish 
pond, which could otherwise have been wasted. In such a case, the 
two enterprises are supplementary; the ducks supplement the feed 
for the fish. Another example is if a farm is located in an area that 
has early and late rains it may be possible to grow one crop to make 
use of the early rains and a second crop that makes use of the late 
rains. The resource, water, is not left unused. The two crops do not 
compete for water because they require the resource at different 
times of the year. These two enterprises are supplementary.

Complementary enterprises
Enterprises ‘compliment’ one another when they interact in a 
supportive two-way process. For example, poultry produces manure. 
The manure can be applied as a fertilizer to crop enterprises. The 
maize grain can be fed to the poultry. This relationship between the 
livestock and crop enterprises shows that the two are complementary.
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Exercise 29
Assessing the strengths and weaknesses of a farm

Objective • Identify the most important aspects 
influencing the farm business.

Key question • What are the most important aspects that 
influence a farm business?

• What are strengths?
• What are weaknesses?

Key points to cover • Strengths are generally positive things 
about the farm that contribute to 
profitability.

• Weaknesses are generally negative things 
about the farm that hamper profitability.

• Some of the important influencing factors are:
• Use of farm land; 
• Choice of crops, livestock and poultry;
• Farming technology and input use;
• Labour supply and use;
• Harvesting, post-harvest, storage and 

packaging; 
• Marketing, transport and delivery 

arrangements;
• Savings, capital formation and use;
• Records and record-keeping;
• Linkage to input suppliers;
• Linkages to markets;
• Linkages to financial institutions;
• Networking with other farmers or 

farmer groups.
Process Use facilitated brainstorming to help the 

farmers arrive at a credible list of factors that 
influence the farm business. Discuss each of the 
factors and help the farmers prioritize them in 
order of importance and/or significance of the 
impact on the farm business.
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Exercise 30

Understanding the strengths and weaknesses of a farm

Objective • Understand the strengths and 
weaknesses of their farm businesses.

Key question • How well is my farm performing?
• What are my farm’s strengths?
• What are my farm’s weaknesses? 

Key points to cover • The farmers consider the strengths and 
weaknesses of their farms based on the 
influencing factors identified in Exercise 29 
under’ Key points to cover’ (and developed in 
the following example).

Process Small group discussion to identify their farms’ 
strengths and weaknesses for the influencing 
factors followed by group presentations, plenary 
discussion and reflection.

Guidelines 1. Ask the farmers to reflect on the strengths 
and weaknesses of their farm operations. 
Write answers on a white/black board.

2. Ask the farmers how they measure the 
performance of their farm. What indicators 
do they use? How do they know that a 
particular enterprise is weak? Write their 
answers on the board. 

3. Organize the farmers into enterprise groups.
4. Ask the groups to brainstorm on what might 

be the key issues to be evaluated on their 
farms. 

5. Groups report results to the plenary. Write 
the answers on the board.

6. Check the list made by the farmers against 
the list of influencing factors. If any of these 
are missing from the board, add them to the 
list on the board.

7. Encourage discussion around each of the 12 
aspects. Which are most important? Why? 
What needs to be evaluated more carefully?
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Exercise 30 (continued)

8.   Ask the farmers to now choose what they 
       consider to be the 3 most important business 
      aspects. 
9.    Start with the first of the 3 business aspects 
       chosen and ask the groups to brainstorm the 
      strengths and weaknesses of each.
10.  Groups report results to plenary discussion.   
      Which is the greatest strength? Which is 
        the greatest weakness? Why? How do these 
       affect their farm businesses?
11.   Repeat this process for the remaining 
       aspects as time permits.

Side-track It may be necessary to break this exercise up 
into shorter sessions.

It is unlikely there will be enough time to cover 
all the factors in the farm business school, 
so it is important that the farmers become 
comfortable with the idea and the practice of 
analysing their farms in this way.
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Example 
Strengths and weaknesses inventory

Use of farm land
Strengths
• My farm produces enough food for my family with some surplus 

to sell
• My farm is good for many crops

Weaknesses
• I don’t know which of my crops is most profitable
• I am not sure which is the best land for each enterprise 

and for my cattle

Choice of crops, livestock and poultry
Strengths
• My crop and livestock enterprises are complementary
• My yields are better than average

Weaknesses
• I get a very low price for my poultry
• The quality of my cattle is poor

Farming technology and input use
Strengths
• I have all the tools I need to produce my crops
• I am able to borrow a tractor from my brother-in-law
• 
Weaknesses
• I do not have any place to store inputs, 

so I must buy small quantities at high prices
• Inputs are not always available when I need them

Labour supply and use
Strengths
• I have a lot of sons to help me on the farm
• There are many farm workers in the area
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Weaknesses
• The younger farm workers are not very reliable
• Many workers have AIDS

Harvest, post-harvest, storage and packaging 
Strengths
• I have a good supplier of bags for my grain
• Other farmers and I work together to speed up the harvest

Weaknesses
• I do not have any good place to store my harvest so I must sell it 

as soon as it is harvested
• I sometimes have to wait for harvesting equipment

Marketing, transport and delivery arrangements
Strengths
• Transport is usually easy to obtain
• The market is not far from my farm

Weaknesses
• Transport is very expensive
• The market place is often crowded

Savings, capital formation and use
Strengths
• There are honest money lenders in the village
• Some of the suppliers allow us to buy on credit

Weaknesses
• Interest rates are very high
• I often do not have cash when I need it

Records and record keeping
Strengths
• I know that records are important
• I am able to read and calculate

Weaknesses
• I do not know what records to keep
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• Suppliers do not always give receipts

Linkage to input suppliers
Strengths
• Input suppliers are not far from my farm
• The quality of inputs are generally good

Weaknesses
• Bigger farmers get first choice on the inputs 
• We do not have a cooperative for inputs

Linkages to markets
Strengths
• The cost of a stand at the market is very affordable
• The market is open to all farmers, not just the big farmers

Weaknesses
• I never know the price of my products until I get to market
• Many of us produce the same crop so there is often too much of 

the same product and we can’t sell it all

Linkages to financial institutions
Strengths
• Banks advertise on the radio, so we know what is available
• There is a savings scheme in the village

Weaknesses
• There are no banks in our village
• Banks require security that I do not have

Networking with other farmers or farmer groups
Strengths
• We work together during harvest
• I can sometimes store grain at a neighbour’s farm

Weaknesses
• We do not have a cooperative for inputs
• The bigger farmers do not want to help us
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Exercise 31
Translating strengths and weaknesses into action

Objective • To identify the most important strengths 
and weaknesses affecting the farmers’ 
farms and to decide what action to take.

• Create the mind-set and capacity 
to reflexively identify strengths 
and weaknesses and to act on them 
methodically and systematically to 
improve farm profitability.

Key question • What are the strengths and weaknesses 
of my farm?

• How can I use my farm’s strengths to 
improve the profitability of my farm?

• How can I correct my farm’s weaknesses?
Key points to cover • Strengths and weaknesses are clues to what 

needs to be done to improve farm profitability. 
Identifying them should be used as a basis 
for taking action with a focus on improving 
farm profitability.

• As a farmer goes through the season he will 
find many strengths and weaknesses. It is 
important that the farmer first identifies 
how the strength or weakness affects the 
farm business or a specific enterprise and 
then makes and implements a plan to do 
something about it.

• The process of identifying strengths and 
weaknesses and then determining possible 
lines of action should become an ingrained 
behaviour that is done reflexively – as a 
matter of course. 

Process • Plenary explanation of the concept of 
strengths and weaknesses in relation to a 
farm business.

• Group work to analyse the strengths and 
weaknesses of the farmers’ farms.
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Exercise 31 (continued)

Guidelines 1. Lead a discussion around the concept of 
strengths and weaknesses.

2. Organize small groups (use the same groups 
as those used for Exercise 30). 

3. Each group chooses one strength and one 
weakness (from any of the business aspects 
covered) that they feel makes the biggest 
impact on the profitability of their farm 
and for each consider one possible action 
they could take that would help improve the 
profitability of their farm. 

4. Group discussion is followed by group 
presentations and plenary discussion and 
reflection. (See ‘Translation to action’ in the 
following box.)

Side-track Repeat the process for other strengths 
and weaknesses until it is clear the farmers 
understand how to do this and are comfortable 
with the idea of reflection-based learning.

This is not meant to be an abstract exercise; 
the farmers should be encouraged to implement 
their plans and reflect on the outcome.
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Example
Translation to action

Strength
• My farm produces enough food for my family with some surplus 

to sell

Possible action
Plant only the amount of land required to produce the food crops my 
family consumes and plant the rest to a higher value, more marketable 
crop

Weakness
• I am not sure which is the best land for each enterprise and for 

my cattle

Possible action
Invite an extension worker to my farm to look at my land and advise 
me on what parts of my land to use for crops and what parts to use 
for my cattle
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Appraising the market

Marketing is a core function of any profit-making farm business. 
Farmers need to understand how the different markets work and 
the relative value of using local, regional, national and international 
markets. Value-adding is the process of increasing the value of 
a raw farm enterprise or agricultural product by improving the 
product. Adding value gives the farmer more bargaining power, 
as he is marketing a product that is closer to the form in which 
it will be used by the end-consumer.

The final two exercises of this topic are related to a visit to 
a nearby market that is relevant to the farmers’ farming 
circumstances. This will give the farmers first-hand insight into 
the workings of the market. They will be able to see how produce 
gets to market, what quantities are demanded, who the buyers 
are, how the money is handled and what happens to the produce 
that is not sold. Then they have the opportunity to reflect on 
what they observed and how they might apply this to their own 
farming businesses. The following preparations are suggested:

1. Identify a suitable market.
2. Make sure that there is enough going on for the farmers to 

learn (there needs to be a good variety of products sold at the 
market).

3. Make sure that there are enough marketing outlets the 
farmers can explore.

4. Find out the best day and time to visit the market.
5. Identify some people that the farmers could talk to about the 

market.
6. Organize transport (if required).
7. Gather published information and talk to people who are 

knowledgeable about the market to find out about conditions 
and opportunities relevant to the farming circumstances.

Exercise 32 - Understanding the basics of the market
Exercise 33 - Value adding through marketing
Exercise 34 - Where can we market our products?
Exercise 35 - Visiting the market: Preparation and visit    
Exercise 36 - Visiting the market to examine potential: 
                       Report back
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Exercise 32
Understanding the basics of the market

Objective • To understand the marketing process.
Key question • What is marketing?

• What are the main steps in marketing?
Key points to cover • Definition of a market. A market is a place 

where the exchange of goods and services 
takes place. A market is made up of sellers, 
buyers, products and prices. Marketing is the 
process of exchange between the producer 
(farmer) who sells, and the consumer who 
buys.

• Marketing channel. Products may pass though 
a number of hands to get from the farmer 
to the final consumer or user. All the stages 
together from farmer to the final consumer 
are called the marketing channel. At each 
stage value is added to the product, and at 
each stage a cost is added to the product. 
The costs include things like transport, 
storage, packaging and handling fees.

• If farmers sell in the local market their profit 
margin might be high, but they can only sell 
small amounts. 

• If the product reaches the city market or 
the international market, then farmers can 
sell larger amounts. But such sales would need 
the support of traders and others along the 
way. Each of them would add value and cost 
to the product. Because the costs are higher, 
the profit margin will be lower. 

• A product exists only if someone is willing to 
pay for it (someone who buys it).

• A product can be sold only if it has a customer.
• Marketing is therefore critical to the success 

of the farm business.
(See Figure 3g, ‘Marketing is the exchange of 
goods and services for money’ in Section 3 of 
the FBS Handbook.) 
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Exercise 32 (continued)

Process Engage participants in a discussion around what 
they know about marketing based on the ‘Key 
points to cover’.

Guidelines    1. Ask the farmers what they understand by 
marketing. Write key words of their replies 
on the board. 

2. Lead the discussion to the following definition 
given in ‘Key points’.

3. Ask the farmers to discuss their experiences 
in marketing. Use the following questions to 
guide the discussion:

• Who has sold products at the market? 
• What products did they sell? 
• What quantity did they sell?
• How did they take the product to the 

market?
• How well did this work? 
• What was the market like? 
• What difficulties did you have? 
• What would you do differently?

4.  Teams of 3-5 select a product that they are 
      familiar with and answer the following 
      questions:

• Who is the final consumer? 
• What are the different ways to market 

their product?
• What are some of the constraints or 

problems you might experience when 
selling their product?

• Explain about the marketing 
channel.

• Lead the discussion to cover the 
final points given in ‘Key points’.
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Exercise 33
Value adding through marketing

Objective • To understand the concept of value 
adding.

Key question • What happens to products as they move 
through the market?

• How does movement through the market 
processes affect costs and values?

Key points to cover • Products may pass though a number of hands 
to get from the farmer to the final consumer 
or user. All the stages together from farmer 
to the final consumer are called the marketing 
channel.

• At each stage value is added to the product. 
• At each stage a cost is added to the product. 

The costs include things like transport, 
storage, packaging, and handling fees.

• If farmers sell in the local market their profit 
margin might be high, but they can only sell 
small amounts. 

• If the product reaches the city market or 
the international market, then farmers can 
sell larger amounts. But such sales would need 
the support of traders and others along the 
way. Each of them would add value and cost 
to the product. Because the costs are higher, 
the profit margin will be lower. 

(See Figure 3h, ‘Marketing channels: At each 
stage a cost is added’, in Section 3 of the FBS 
Handbook.) 

Process Engage participants in a discussion around what 
they know about value-adding in the market 
aimed at an understanding of the diagram shown 
in Figure 3h.
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Exercise 34

Where can we market our products?

Objective • To understand the importance of knowing 
what market outlets are available for the 
farmers’ products. 

• Develop capacity to make informed 
decisions about which market to use.

Key question • What are the different market outlets 
available for the product? 

• What quantities do they want? 
• When is the best time to use these 

markets? 
Key points to cover • How does the product get to market?

• How much of the product can the market 
handle?

• When does the market want the product? All 
year long? Only in certain seasons?

• What kind of packaging is used, if any? 
• How is the product handled and who handles 

it?
• What is the physical condition of the product? 

Does this change? How? Why?
• Who owns the product being sold? The 

producer? Someone else? How does this work?
• Who buys the product?
• How are products paid for? 
• How is the money handled?
• What happens to products that are not sold?

Process Engage participants in a discussion around the 
current and potential marketing of one or two 
of their products with the aim of reinforcing 
their understanding of what market outlets are 
available for their products, their knowledge 
about those markets and develop capacity to 
make decisions about which market to use.

Side-track Some of the farmers may have very little 
knowledge of alternative markets for their 
products. It may help to do some research 
before conducting the exercise.
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Exercise 35
Visiting the market: Preparation and visit

Objective • To set up teams to visit a nearby market.
• To prepare questions for the visit.
• To visit a relevant market.

Key question • What questions do I need to ask in order 
to assess the market we will visit?

Key points to cover Questions to ask to assess a market:
• How does the product get to market?
• How much of the product can the market 

handle?
• When does the market want the product? 

All year long? Only in certain seasons?
• What kind of packaging is used, if any? 
• How is the product handled and who 

handles it?
• What is the physical condition of the 

product? Does this change? How? Why?
• Who owns the product being sold? The 

producer? Someone else? How does this 
work?

• Who buys the product?
• How are products paid for? 
• How is the money handled?
• What happens to unsold products?

Process Form investigation teams. Each teams needs to:
• Choose two products to investigate at the 

market.
• Be familiar with the questions they will need 

to ask when visiting the market.
• Agree on a way to record and report back on 

the information gathered from the market.
• Understand that their mission is to answer 

all of the questions for both of their chosen 
products.

• Understand that they will gather information 
by talking to different people in the market 
place.

• After preparing, visit the chosen market.
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Exercise 35 (continued)

Side-track The idea is to ensure that two teams cover 
each product. This will allow for greater 
learning after visiting the market. It is 
better if the teams share only one product 
in common.
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Exercise 36
Visiting the market to examine potential: Report back

Objective • To reflect on the information gathered 
from the market.

Key question • What did we learn from the visit to the 
market?

• How will this change our production and 
marketing strategy?

Key points to cover See Exercise 35 for questions to ask to assess 
a market.

Process Investigating teams report back for each of the 
chosen products covering the questions above 
(or the questions developed during exercise 
34). Include in this a discussion about how the 
farmers might now change their production or 
marketing decisions. 

Side-track • Do not spend too much time on little details. 
The aim is to get a picture of how marketing 
works. 

• This can be a lengthy process, so it may be 
useful to take a break about halfway through 
the list of products.
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Benchmarking

In order to do the benchmarking exercises, the farmers will 
need to visit some farmers in the area that are performing above 
average. The farmers who are performing well can be used to 
set the benchmark for performance by other farmers. Before 
running this session the facilitator will need to identify which 
farmers to visit and inform them in time to prepare for the FBS 
participants. 

There are five exercises for this area of learning. The first 
three exercises can easily be done at the same FBS meeting. 
The fourth exercise is the visit to the farmers whose farms 
have been identified as benchmark farms. This may need a whole 
day on its own. The fifth exercise is a report-back session. 
Depending on how long the farm visits take, it may be advisable 
to hold the report-back exercise on a separate day as well.

Exercise 37 - The basics of benchmarking
Exercise 38 - Benchmarking: Measuring 
                       the performance of my farm
Exercise 39 - Benchmarking: Measuring 
                       the performance of my farm using an 
                        enterprise budget
Exercise 40 - Benchmarking: Visiting benchmark farms  
Exercise 41 - Benchmarking: Report back from farm visits 
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Exercise 37
The basics of benchmarking

Objective • To understand what benchmarking is. 
• To demonstrate to farmers how particular 

benchmarks can be used.
Key question • What is benchmarking?

• What should be compared when 
benchmarking?

Key points to cover • Benchmarking is a comparison of the 
performance of one farm against a farm 
that is performing well. 

• It involves gathering information from 
farmers who have used good practices on 
their farms. The information is used to 
compare performance with another farm.

• Benchmarking is a good practice. It helps 
the farmer stay focused on ways to make 
the most of their farm resources.

• Assessment factors to be compared include:
• Land 
• Labour
• Capital
• Input supply
• Production
• Post-harvest marketing
• Infrastructure
• Management

Process Plenary discussion around the concept of 
benchmarking. Brainstorm with the farmers and 
lead the discussion to developing questions to 
be asked for each of the elements listed in ‘Key 
points’. 

Guidelines 1. Start with one of the benchmarking 
assessment factors (e.g. land) and ask the 
farmers to think about what they would need 
to know about their farms and a benchmark 
farm in terms of land.
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Exercise 37 (continued)

2.  Lead the discussion to questions similar to 
     those shown in the example below.
3.    Repeat the process until all the benchmarking 
      assessment factors have been covered. 

Side-track Benchmarking requires accurate records from 
the benchmark farm and from the farm that is 
being compared to it.

Example
Questions for benchmarking

Benchmarking factor

Questions

Land
• What is the total farm area?
• What are the individual plot sizes?
• How far are the plots from home?
• Who owns the land?
• How much land is planted to the different enterprises?
• Is there any intercropping? How much?
• What is the condition of the land? Fertility? Erosion? 

Labour
• How many family members can work on the farm?
• What are the total hours needed per enterprise?
• How much labour is hired? From where? What are they paid?

Capital
• What are the available stocks and reserves of food, cash, other?
• How much livestock is available?
• What machinery, tools and equipment are available? 

What condition is it in? 
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Example 
Questions	for	benchmarking	(continued)

Input supply
• What purchased inputs are used? From what suppliers? Are the 

inputs of good quality, reliable supply. What prices are being paid? 

Production
• Are the performances of any enterprises outstanding? 
• What is produced? What yields are achieved? What is the quality?
• What inputs are used? What levels are applied? When are they 

applied? 
• How much of the crop is consumed by the household? How much 

is sold at market?

Post-harvest marketing
• Where is produce marketed? 
• How is it marketed? 
• How attractive is the market? What is the demand for the 

product?
• What prices are achieved? Are these the best prices? 
• Are there ways that marketing can be improved?

Infrastructure
• What buildings are on the farm?
• How are the roads to the markets?
• How are the farm roads?
• What is the source of energy for the farm (e.g. electricity)?

Management
• How is the farm managed? 
• Does the farmer keep records? 
• Does the farmer plan for the future? 
• What suggestions can I pick up?
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Exercise 38

Benchmarking: Measuring the performance of my farm

Objective • To establish the performance of the farm 
of each participant.

• To establish a basis for comparing the 
farmers’ farms with a benchmark farm.

Key question • How is the benchmark farm performing?
Key points to cover • Each farm needs to be assessed in terms 

each of the following benchmarking 
factors:

• Land 
• Labour
• Capital
• Input supply
• Production
• Post-harvest marketing
• Infrastructure 
• Management

• Key measures of performance include the 
following:

• Yields and selling prices;
• Variable costs;
• Enterprise budgets for each enterprise;
• Total fixed costs;
• Overall profitability of the farm.

Process Enterprise teams work through the assessment 
factors answering all the questions developed 
during Exercise 37. Teams report to plenary 
discussion to confirm the information to be 
used in benchmarking in preparation for the 
visit to the benchmark farm(s).

Make final preparation for the visit to the 
benchmark farm.
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Exercise 38 (continued)

Guidelines 1. Organize enterprise teams.
2. Starting with one benchmarking assessment 

factor (e.g. land) ask each team to answer 
the questions developed in Exercise 37.

3. Teams report answers for the assessment 
factor for plenary discussion and confirming 
the information for use in benchmarking.

4. Repeat the process for the rest of the 
benchmarking assessment factors.

Side-track This exercise has many sub-exercises; one for 
each of the factors listed above (or agreed to in 
an earlier exercise). 

To complete this exercise, the farmers will 
need recent records about their farms in order 
to complete this exercise.
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Exercise 39

Benchmarking: Measuring the performance 
of my farm using an enterprise budget

Objective • To establish the current enterprise 
budget of the farm of each participant in 
preparation for benchmarking.

Key question • How is my farm performing in terms an 
enterprise budget?

Key points to cover • An enterprise budget needs to be calculated 
for each farm.

Enterprise budget for ___________(enterprise)
Income Quantity Price Value

Product sold
Product consumed
Total income

Variable costs
Seed
Fertilizer
Chemicals
Labour
Harvesting
Total variable costs

Enterprise budget

Process Enterprise teams work together to prepare an 
enterprise budget for their selected enterprise.  
Teams report results to a plenary discussion.

Side-track Refer to Exercise 97 for guidance on 
calculating an enterprise budget profitability.
Using enterprise budgets for benchmarking 
should be used only if the participating 
farmers are very comfortable with the tools.
If this exercise is used, in order to complete 
it, the farmers will need up-to-date information 
about their farms. It may be necessary to assist 
the farmers in preparing their records. It may 
also be advisable to conduct the exercises on 
farm records before conducting this exercise

 89
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Exercise 40
Benchmarking: Visiting benchmark farms

Objective • To gather information from the farmers 
on the selected benchmark farms.

• To compare the performance of farms 
with a view of finding ways to improve 
farming operations.

Key question • How well is the benchmark farm 
performing?

Key points to cover • Key information to gather or calculate:
• Yields and selling prices;
• Variable costs;
• Enterprise budgets for each enterprise;
• Total fixed costs.

• Overall profitability of the farm.
• Assessment using the same factors used to 

assess the farmers’ farms.
• Enterprise budget calculations (optional).

Process Assign teams to gather the information to 
conduct the assessments using the elements 
and questions developed in Exercise 37 and to 
calculate the enterprise budget (if it is decided 
to use it for benchmarking).
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Exercise 41

Benchmarking: Report-back from farm visits

Objective • To compare the performance of the 
farmers’ farms to the benchmark farm(s).

Key question • How does my farm compare to the 
benchmark farm?

Key points to cover • Enterprise budget calculations.
• Assessment using the same factors used to 

assess the farmers’ farms.
• Participants should: 

• Look for areas where their farms 
are performing well compared to the 
benchmark. 

• Look for areas where they are weak that 
require attention.

• Identify the cause and effects of the 
difference in performance.

• Think about what they can learn from 
the best farm visited.

Process The assigned teams organize the information 
they gathered on the benchmark farm(s) 
according to the assessment factors, calculate 
enterprise budgets for the benchmark farms 
(if used), and compare their own farms to the 
benchmark farm(s). The teams report and 
discuss their findings. They should identify 
one or two of the most important they need 
to improve to get closer to the benchmark and 
develop a plan to implement the changes.



92 

Visions and goals for the farm business

The first step in planning is to create a vision and goal for 
the farm business. A vision is essentially a statement about 
how the farm business will look after some period of time – 
at least five or ten years. It is a description of the future 
of the farm business. In order to achieve the vision, the 
farmer identifies goals for the farm business that will push 
the farm business, step-by-step, towards its vision. 

Exercise 42 - Creating a vision for the farm business 
Exercise 43 - Setting goals for the farm business
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Exercise 42

Creating a vision for the farm business 

Objective • To develop a vision for the farmers’ farm 
businesses.

Key question • How do I want my farm business to 
develop in the next five years?

• How can I improve my farm? 
• What is my vision for a better farm? 
• What will my farm be like in five years’ 

time?
Key points to cover • A vision is a statement about what the future 

will look like. 
• A vision should be something to be achieved 

over five years. 
• Visions are meant to be real; ‘not just a 

learning exercise for the school’. They are 
meant to be used as a reference guide to 
improve individual farms.

Process Plenary discussion of the concept of visions 
followed by group brainstorming to develop 
individual vision statements. Groups report 
results to plenary discussion.

Guidelines 1. Ask the farmers what they understand by a 
vision. Lead the discussion to the definition 
that a vision is a statement about what the 
future will look like.

2. Ask those participants who have one to share 
their vision for their farm. 

3. Explain that the purpose of this exercise 
is for each of them to describe what their 
farm looks like ‘five years from now’.

4. Organize small groups to discuss and answer 
at least the following questions for each 
participant’s farm:
• How can I improve my farm? 
• What is my vision for a better farm? 
• What will my farm be like in five years’ 

time?
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Exercise 42 (continued)

Guidelines 5.   Groups share their farm visions with the 
      plenary to confirm or change their visions.
6.   Reaffirm that visions are meant to be real. 
      They are not empty words. They should guide 
     the development of the farm business.

Side-track Some of the farmers may struggle with this 
exercise because it works more with ideas and 
thoughts than with practical things. To help 
them the facilitator may want to give individual 
attention to certain farmers using an example. 
(See the following example ‘Vision of an individual 
farm’.)  However, avoid participants copying the 
example vision.

Some participants may consider their visions 
very personal and may not want to share them 
with others.

The farmers may feel that they should have 
the same or similar visions. They should be 
encouraged to set visions that reflect their 
individual hopes and dreams.

The farmers may set visions that are more 
relevant to the family than to the farm business 
– or they mix visions for both. One of the 
purposes of the FBS is to help farmers see 
their farms as businesses, thus encouragement 
in adopting this approach in creating visions. 
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Example 
Vision for an individual farm

At the end of 5 years I will operate my farm as a business enterprise 
in a cost effective way to make farming enterprise economically 
viable way. To do this I will do the following:

Production
• Make careful farm production plans to enable me to take advantage 

of the market demands. 
• Use farm resources optimally and without waste in the production 

process.

Marketing products
• Always gather market information and identify market 

opportunities for farm products.
• Properly manage harvesting, post-harvest losses and storage.  
• Ensure product quality, convenient packaging and timely delivery 

of the products.

Profits
• Ensure farm expenditure does not exceed income. 
• Save a minimum of 10% from the annual income as a contingency 

insurance fund.

Managing my farm as a business
• Keep careful records of all farm operations, inputs and production 

outputs.
• Record and monitor all income and expenses.
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Exercise 43
Setting goals for the farm business

Objective • To understand the importance of having a 
farm business goal.

• To recognize that farm businesses usually 
address more than a single goal. 

• To understand the balance between 
family and business goals.

Key question • What goals need to be put in place to 
realize the vision of the farm business?

Key points to cover • Goal setting is a necessary first step in 
managing the farm business.

• A goal should be linked to the farm business 
vision.

• A goal is something specific to be achieved 
by a specific time.

• A goal should be measurable.
Process Plenary discussion of the concept and importance 

of goal setting. Teams work on setting goals for 
individual farms. They work around the question: 
What do you need to achieve and by when to 
realize your vision?  Teams report results for 
plenary discussion.

Guidelines 1. Plenary discussion about setting goals. Lead 
discussion to the following understandings: 

• Setting goals is a necessary first step in 
managing the farm business. 

• Goals are linked to their visions. 
• A goal is something specific you want to 

achieve by a specific time. 
• A goal should be measurable.

2.  Explain that the purpose of this exercise is 
for the farmers to decide what goals they 
need to put in place to realize their visions. 

3. Small groups assist each other to set goals 
by asking each other: What do you hope to 
achieve for your farm? And by when? 

4. Groups report results to plenary to confirm 
or amend their goals.
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Exercise 43 (continued)

Side-track The process of formally setting goals may be 
unfamiliar to the farmers. It may be useful 
to have each team work on one goal that they 
can share with the plenary to gain confidence 
in applying the process. Then return to their 
groups to continue setting goals for the rest of 
the members of the group. (See the following 
example ‘Business goals’).

Participants may believe that they should have 
the same or similar goals. This is not so. Just as 
their visions do not have to be the same, their 
goals do have to be the same. The goals set by 
a farmer need to be directly related to the 
farmer’s vision.

As with creating the vision, farmers may set 
family goals as opposed to goals purely for the 
farm business – or they might mix them. One of 
the purposes of the FBS is to help farmers see 
their farms as businesses, thus encouragement 
in adopting this approach in setting goals may be 
needed.
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Example 
Business goals

• Increase profit by 100%
• Increase income by 100%
• Find and use a market that brings a more competitive price 
• Increase yield by 50%
• Making money to achieve a certain living standard
• Producing enough food from the farm to feed the family and to 

market produce for profit
• Ensuring that family members have enough leisure time 
• Fulfilling social obligations and helping the extended family 
• Ensuring the financial and physical security of family members
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Strategic planning

Once farmers have created a vision and set goals for their 
farm businesses, they need to develop a strategic plan that 
identifies the actions that need to be taken to achieve the 
goals that will lead the farm business to fulfill its vision. 
Strategic plans should be realistic and based on facts. 
They should not be a statement of high hopes that are not 
supported by sound information about the farm and about 
other aspects of the value chain. Strategic plans should be 
clear, structured and able to stand up to hard questions as 
might be raised by a bank or other funding agency. Part of 
strategic planning is to identify and understand what stra-
tegic planning options exist for the farm business. After 
exploring options, farmers need to develop a strategic plan 
that is specific to their own farm businesses. 

Exercise 44 - Understanding strategic planning
Exercise 45 - Understanding strategic planning options
Exercise 46 - Developing a strategic plan
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Exercise 44
Understanding strategic planning

Objective • To understand strategic planning in the 
context of a farm business.

Key question • What is strategic planning?
• How does planning apply to a farm business?

Key points to cover • Being strategic means to focus on the key 
ways or main activities of the farmer to 
achieve his or her objective. 

• Strategic planning involves selecting the 
vision, mission, values and objectives of the 
farm business; analysing the external and 
internal environments; and crafting the best 
strategy for the farm business in its current 
environment. 

• A strategy is the overall long-term plan for 
the farm business. It sets out the goals that 
the farmer wants to achieve and the ideas to 
achieve those goals. 

• Strategic management is the process of 
planning the strategy, implementing it, 
monitoring the outcomes and adjusting the 
strategy over time as conditions change. 

• Strategic management is also a state of 
mind and an attitude. Strategic farmers are 
forward thinking, proactive, and focused on 
where they are going and how they intend to 
get there in the long-term.

• Business strategies are practical and realistic 
actions that lay out the plan showing how the 
business’s goals will be reached.

• Strategies should be made up of planned 
actions and quick but measured reactions to 
changing circumstances.

• A simple common sense rule to follow when 
developing strategies is to take advantage of 
the internal strengths of the farm business. 
A farm business strategy should focus on 
what farmer/farm is good at doing.
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Exercise 44 (continued)

• Other aspects of strategic planning are:
• Strategic implementation. This is 

concerned with organizing the farm in a 
way that ensures that the strategy can 
be effectively implemented. It involves 
designing structures and procedures and 
obtaining and directing the resources 
needed to put the strategy into action.  

• Strategic control. This involves 
designing ways to monitor and control 
the implementation process, comparing 
actual results to the goals and 
objectives set, monitoring the business 
environment and making changes to the 
farm structure, implementation plan or 
even the strategy to meet the goals and 
objectives.

Process Brainstorm the concept of strategic planning. 
Lead the discussion to cover the points listed 
above.

Guidelines 1. Discuss the concept of planning. What is a 
plan?

2. Discuss the concept of being strategic. How 
can one be strategic? Lead the discussion to 
the idea that being strategic means to focus 
on the key ways or main activities that will 
lead the farmer to his objective.
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Exercise 45
Understanding strategic planning options

Objective • To understand strategic planning options.
Key question • What strategies can help improve the 

profitability of a farm business?
Key points to cover • Successful farmer-entrepreneurs can 

increase their profits and create value 
through pursuing different strategies, the 
most common of which are to:
• Diversify. Increasing the number of 

products being produced and sold.
• Lower costs. Producing the product at 

the lowest possible cost. 
• Expand the size of the business. 

Increase the size of the farm business 
by increasing the area or volume of 
production.

• Add value to the enterprise. Adding 
value to the existing products by 
processing or changing it according to 
buyers’ wants.

• Specialize. Reducing the number 
of enterprises to just a few highly 
marketable and profitable enterprises 
and focus on them.

• Differentiate the product. Make the 
product different and better than 
those of their competitors.

• Integrate. Linking the farm business 
with other farm businesses or other 
businesses in the value chain.

Process Present and discuss the options listed in ‘Key 
points’. (See ‘Explanations of strategies to 
improve farm business profitability’ in the 
following box.)

Guidelines 1. Prepare cards with the options given in 
the points to cover. (see the following box 
‘Strategy options’.)



 103
Exercise 45 (continued)

2.  Brainstorm ideas about how a business can 
      improve its profits. Encourage common sense 
     but creative ideas. Lead the discussion to 
     ideas such as making the business bigger, 
      produce more goods, improve product quality, 
     produce something no one else produces, get 
     a better price, use cheaper inputs. Write 
     these on cards. Put the option cards on the 
     board/wall.
3.   Group the suggested ideas under the relevant 
     option cards. 
4.   Discuss the options using the input from the 
          farmers’ discussion to lead to the explanation.

Side-track Develop a visual representation of the options 
listed in the points to cover and use these during 
the presentation to reinforce learning.
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Example 
Strategy options

DIVERSIFY
LOWER COSTS

EXPAND
ADD VALUE
SPECIALIZE

DIFFERENTIATE
INTEGRATE

Explanations	of	strategies	to	improve	farm	business	profitability

Diversifying. Diversifying means increasing the number of products 
being produced and sold. Successful diversification strategies look 
at under-utilized resources on the farm, unfilled local demand and 
the knowledge and skills of the farmer. Diversification increases the 
sources of income, which spreads the risk of loss. Diversification also 
often brings new knowledge and skills to the farm.

Lowering costs. A low cost strategy focuses on producing the product 
at the lowest possible cost. It is the most commonly used strategy 
in farming. It involves finding less expensive resources and inputs 
and using more efficient production systems. It can also involve 
increasing volume to reduce the per-unit cost. When products cost 
less to produce, they can be sold at lower, more competitive prices 
and still make profits.

Expanding the size of the business. For many farmers, one way of 
creating value is to increase the size of the farm business. This works 
only if the farm is already profitable and competitive. Expansion of 
the business can take different forms: increasing sales and profits 
as well as the physical and financial assets of the farm. This is a 
growth strategy. But growth can take different forms and directions. 
Typical growth strategies include capacity expansion, replication and 
modernization. 

Adding value to the enterprise. Another option is to increase income 
by adding value to existing or diversified enterprises. Adding value
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Example 
Strategy	options	(continued)

to a product depends on buyer needs. Farmers have to identify what 
different buyers look for as value. 

Value-addition requires careful analysis seeking ways to improve 
the existing produce. By adding value, farmers can target different 
buyers with different products of different value to meet changing 
market demands. 

Specializing. This strategy involves reducing the number of enterprises 
in the farm business to just a few that receive the full attention of the 
farmer. When farmers specialize, they develop the product specially 
to meet market demands. They will also expand the volume of the 
product through capacity expansion, replication and modernization.

Differentiating the product. This strategy is where farmers make 
their product different and better than those of their competitors. 
A farmer following this strategy strives to create unique perceptions 
about the product among buyers and consumers. It usually implies that 
the production and marketing processes are different from those of 
competitors in a way that is preferred by buyers and this enables the 
farmer to charge a higher price. An example is the development of 
high-value products with a small but well-defined market niche, such 
as organic vegetables. 

Differentiation comes from the nature of the product, from the 
information that farmers have about their buyers, the way the 
product is presented and the way it is distributed. Often a brand 
name can be established by selling directly to consumers or selling to 
consumers through retailers or exporters. 

Integrating. There are two kinds of integration, horizontal and 
vertical.

Vertical integration is where one organization (in this case a farm) 
controls or is involved in one or more ‘links’ in the value chain. The 
farm may integrate forward into the processing of products or 
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Example 
Strategy	options	(continued)

commodities, or it may integrate backwards into the input/supply 
segment of the value chain. 

Horizontal integration is where one organization (again, in this case a 
farm) joins with other farms at the same place in the value chain and 
produces the same product.
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Exercise 46

Developing a strategic plan

Objective • To develop a strategic plan for the 
farmers’ farms.

Key question • What strategy/strategies should I use to 
achieve my vision?

Key points to cover • Review of strategic options from Exercise 
45.

Process Enterprise teams review the strategic options 
with a view to choosing which option or options 
they will follow as key strategies for improving 
the profitability of their farm businesses. 
Enterprise teams report decisions to plenary to 
confirm/amend their choices. Enterprise teams 
then consider lines of action that need to be 
taken to implement their chosen strategy or 
strategies. Enterprise teams report results to 
plenary to confirm/amend action plan.

Guidelines 1. Ask enterprise teams to review (for each of 
the farmers’ farm businesses) the strategic 
options as outlined in Exercise 45, asking the 
following questions:

• What is the key problem(s) limiting my 
farm business? Which strategy(ies) 
addresses that problem(s)?

• What is the key opportunity(ies) available 
to my farm business that I have not yet 
taken up? Which strategy(ies) addresses 
that opportunity(ies)?

• If I cannot implement more than two of 
the strategic options, which two would I 
choose? Why? 

• Of these two, which seems to be the 
best choice? Why?
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Risk
Risk is one of the biggest factors that contribute to the 
failure of farm business is not identifying and planning for 
risk. The following exercise helps the farmer understand 
risk and how to plan for it so that if the potential risk does 
happen, a plan is in place to minimize its effect.

Exercise 16: Risks in farming   
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Exercise 45 (continued)

2.  Enterprise teams report their decisions to 
     the plenary for discussion to confirm or 
     amend their choices. The discussion should 
     focus on:

• Does the chosen strategy address the 
problem/ opportunity?

• Does the chosen strategy fit in with the 
participant’s vision for his farm business?

• Enterprise teams assist each other to 
develop lines of action (action plan) for 
the chosen strategy(ies). They should 
consider the following:

• What is the sequence of steps needed 
to implement the strategy?

• What resources would be needed and 
where and how will they be obtained?

• Who will be responsible for each step?
• How will the farmer monitor and measure 

his progress?
3.   Enterprise teams report results to the 
      plenary for discussion to confirm or amend 
      their plans.

• Is the action plan practical?
• Will the action plan lead to implementing 

the chosen strategy? 
• Has the farmer identified the correct 

resources? Has he identified them all?
• Is his plan for monitoring and measuring 

progress practical?
4.    Wrap up the discussion by emphasizing the 
       importance of actually implementing these 
       plans.
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Farm enterprises

A part of developing a farm business plan includes choosing 
enterprises. This requires an analysis of current enterprises 
and possible choices for the future. Each enterprise option 
needs to be tested for viability. Is it technically possible? 
Is it profitable? What labour would be required? If it is 
technically feasible to produce an enterprise, then it is 
necessary to find out if the enterprise can be profitable. To 
do this the farmer needs to develop an enterprise budget. 
Another factor in determining if a farmer should produce 
an enterprise is to assess the input requirements for the 
enterprise and still another factor to consider is the labour 
requirements for the enterprise.

Exercise 47 - Choosing enterprises
Exercise 48 - Assessing the technical feasibility 
                      of the enterprise
Exercise 49 - Choosing enterprises for my farm 
                      based on profitability
Exercise 50 - Assessing the input requirements 
                      for the enterprises
Exercise 51 - Labour requirements 
                      for the enterprises
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Exercise 47
Choosing enterprises

Objective • To make an initial choice about what 
enterprise(s) to produce.

Key question • What enterprise is the best for my farm?
Key points to cover • What I am capable of producing?

•  What do I think I can market?
•  What enterprise do I think will be feasible?

Process Brainstorm with the farmers about the 
possible enterprises they could produce in the 
coming season. The discussion should focus on 
the questions in the key points to cover and 
should lead to each participant making an initial 
enterprise choice. 

Side-track The result of this exercise should be a number 
of enterprises that the farmers can explore 
when planning for the coming season. Encourage 
looking at both crop and livestock enterprises 
and at enterprises that the farmers know about, 
but are not currently producing. 

In preparation for this exercise, the facilitator 
should research and develop a list of enterprises 
for the farmers to consider.
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Exercise 48

Assessing the technical feasibility of the enterprises

Objective • To check if it is possible to produce the 
selected enterprise(s).

Key question • Is it technically possible to produce the 
product?

• What factors determine technical 
feasibility?

Key points to cover Key technical factors: 
• Crops

• Soil (type, depth, drainage, fertility). 
Ensuring that the soil is suitable for 
the chosen crop(s).

• Climate (rainfall, temperature). 
Ensuring that the climate, rainfall 
and temperature are suitable for the 
chosen crop(s).

• Topography (slope of the land). 
Ensuring that the topography is 
suitable for the chosen crop(s).

• Water availability. Ensuring that 
there is access to sufficient suitable 
water to produce the chosen crop(s).

• Livestock
• Vegetation/Grazing. Ensuring that 

there is access to sufficient suitable 
grazing (or alternatives) to raise the 
chosen livestock. 

• Climate (rainfall, temperature). 
Ensuring that the climate, rainfall and 
temperature are suitable for raising 
the chosen livestock.

• Topography. Ensuring that the 
topography is suitable for raising the 
chosen livestock.

• Water availability. Ensuring that 
there is access to sufficient, suitable 
and clean water to sustain the chosen 
livestock.
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Exercise 48 (continued)

Process Plenary discussion/brainstorming on technical 
factors that affect feasibility. Enterprise-
based teams review selected enterprises using 
the agreed factors. Teams report results for 
plenary discussion. Teams may want to update 
their enterprise budgets after the plenary 
discussion.

Guidelines 1. Enterprise teams start with one of the 
technical factors (e.g. soil) relevant to their 
chosen enterprise and assess the extent to 
which that factor is suitable for producing 
that enterprise. Assessment is done by first 
establishing what the enterprise requires 
(e.g. soil type, depth, drainage) and then by 
establishing what is the actual situation on 
their farms. 

2. Each participant sets up a table to record 
the information and comparison as follows.             
Factor: soil
What 
the crop 
requires

What my 
farm has

Is it 
suitable?
(Yes/No)

If no, can 
it be made 
suitable; 
How?

• For any factor that is not suitable, the 
participant needs to determine if it can 
be made suitable; and if so, How?

• If it is not suitable and cannot be 
made suitable, then the enterprise is 
not technically feasible and therefore 
cannot be produced.

3. Repeat the process for each of the factors. 
[Note: As long as a technical factor is 
found to be suitable, the enterprise team 
continues the assessment. As soon as one 
factor is found to be unsuitable, they stop 
the assessment.]
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Exercise 48 (continued)

Side-track The discussion should ultimately lead to a review 
of the selection of enterprises to either confirm 
or change the selection.

This exercise should be done before assessing 
the profitability of an enterprise. There is no 
point to selecting an enterprise that is profitable 
in theory, but is not actually technically feasible 
for the farmers.

To complete this exercise, participants will need 
to know technical information about the type and 
condition of the soils on their farms, the climate 
(how much rain falls and when), the slope of their 
lands, the type and condition of the vegetation 
on their land and the availability and access to 
water for crops and/or livestock. It may be 
necessary to assist the farmers in finding this 
information before starting the exercise.
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Exercise 49
Choosing	enterprises	for	my	farm	based	on	profitability

Objective • To understand what is needed to choose 
enterprises.

• To select enterprises for the farm 
business plan.

• To provide an opportunity for farmers 
to learn how to assess profitability and 
select enterprises.

• To show the farmers the usefulness and 
application of the data collected over the 
season.

Key question • Which enterprises should I have on my 
farm?

• Which enterprise is most profitable?
• What resources are needed for each 

enterprise?
Key points to cover • Which enterprises were the most profitable 

last season?
• What new market opportunities did they 

learn about last season?
• What enterprises are technically feasible to 

produce on their farms?
• What are the enterprise budgets for each of 

the enterprises being considered?
Process Create teams and assign them 2-3 enterprises 

from those produced in the previous season. 
Teams calculate enterprise budgets for one 
of their assigned enterprises; one hectare 
for crops and one unit for livestock. Discuss 
the results to determine which are the most 
profitable enterprises and select enterprises 
for the next season.

Side-track • This exercise should be done only if an 
enterprise is technically feasible.

• The aim is that the enterprise budgets will 
be used to choose enterprises for the next 
season. 
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Exercise 49 (continued)

Side-track • Some of the enterprises may not be profitable. 
The farmers should not produce unprofitable 
enterprises unless there is a clear social 
reason to do so (e.g. preferred food).

• Some enterprises will be more profitable than 
others. The farmers should think carefully 
about whether or not they want to produce 
less profitable enterprises. They should also 
think in terms of linking issues like handling, 
labour and financial requirements. 
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Exercise 50
Assessing the input requirements for the enterprises

Objective • To determine the inputs required for 
each of the selected enterprises.

Key question • How much of each input will I need? 
• What are my sources of supply?

Key points to cover • Inputs for crops generally include seed, 
fertilizer and pesticides, and implements 
like tools. 

• For livestock, inputs include things like feed, 
drugs, vaccines, tools and small equipment. 

• The inputs should correlate with the 
enterprise budgets calculated in the 
previous exercise.

• For each input, the farmer needs to know 
how much is needed, what its application 
rate is, the amount needed for 1 hectare, 
when it is needed and who can supply it.

• If there is no (reliable) supplier, then it will 
not be possible to produce the enterprise.

Process Enterprise teams work together to list the 
inputs required by the selected enterprises. 
Teams report results for plenary discussion. 
Teams may want to update their lists after the 
plenary discussion.
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Exercise 50 (continued)

Guidelines 1. Participants set up two tables as follows.

Crop
Imput Details Application 

rate/ha
Amount 
required 
for 1 ha

When 
needed

Potential 
supplier

Livestock
Imput Details Application 

rate/unit
Amount 
required 
for 1 unit

When 
needed

Potential 
supplier

2.  Enterprise teams discuss the input 
      requirements (they may want to refer to the 
     information provided by the facilitator). In 
     each case they should provide details 
     about the input (e.g. 3:2:1 fertilizer, back-
     pack sprayer; grower mash), the application 
     rate, the total required for one unit (e.g. ha) 
     of production and when it is needed and 
     possible suppliers.
3.  Enterprise teams report results to plenary 
     discussion to confirm/amend assessment of 
     input requirements.
4.  Take care to review the reports, particularly 
      if there is known supplier. If there is no 
      supplier, then it may not be possible to   
      produce the enterprise.

(See also the blank form ‘Input requirements for 
1  hectare of crop enterprise’ in the box following.)
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Exercise 50 (continued)

Side-track This exercise should be done only if the 
enterprise is technically feasible and profitable.

Participants may not know what inputs are 
required for various enterprises or what 
application rates to use. Prior to conducting this 
exercise, the facilitator should prepare input 
information for a range of enterprises and make 
it available to the farmers.

It may be useful to invite an experienced 
extension crop or livestock specialist to help 
with this exercise. 

The discussion should ultimately lead to a review 
of the selection of enterprises to either confirm 
or change the selection.
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Input requirements for 1 hectare of crop enterprise

Crop: _____________________

Imput Details Application 
rate/ha

Amount 
required 
for 1 ha

When 
needed

Potential 
supplier

Seed
Fertilizer
Pesticide
Herbicide
Tools
Equipment
Input requirement for 1 unit of livestock

Livestock: ___________________
1 unit = _______________ animals

Imput Details Application 
rate/unit

Amount 
required 
for 1 unit

When 
needed

Potential 
supplier

Feed
Drugs
Vaccines
Tools
Equipment
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Exercise 51
Labour requirements for the enterprises

Objective • To determine the labour requirements 
and availability for each of the selected 
enterprises.

Key question • How much labour is needed?
• Is the required labour available?

Key points to cover • For each enterprise the following must be 
decided:

• How much labour is needed?
• How much family labour is available?
• How much labour must be hired?
• When will hired labour be needed 

(months and number of hours/days)?
• Where will hired labour be obtained?

• For crop enterprises labour will be needed for 
production activities like land preparation, 
planting, weeding, pest control and harvesting. 

• For livestock enterprises labour will be 
needed for production activities such as 
feeding, watering, cleaning and handling. 

Process Plenary discussion around the following 
questions:

• Do any of them use family labour only?
• Do any of them hire labour? 
• Do any of them use communal labour or 

traditional work parties?
• How do they decide whether or not to 

hire labour?
• How do they decide when they need 

labour?
• Where do they get hired labour?

Enterprise teams to work on a labour plan for 
each of the selected enterprises. (See the 
following example ‘Labour plan’.)

Plenary review of results.
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Exercise 51 (continued)

Guidelines 1. Each participant prepares a table to 
record their labour plans similar to one 
in the example following this excercise.

2. Enterprise groups think about all of 
the activities needed to produce the 
products and record these under 
‘activity’ in the table. 

3. Crop enterprise teams should think 
about activities like land preparation, 
planting, weeding, pest control and 
harvesting. 

4. Livestock enterprise teams should think 
about production activities such as 
feeding, watering, cleaning and handling. 

5. For each activity enterprise teams 
estimate how much labour the activity 
needs. How many workers will they 
need? For how many days will they be 
needed? Record this in the table.

6. For each activity, enterprise teams 
determine for each participant how 
much family labour is available. Each 
farmer records this in his or her table.

7. For each activity, enterprise teams 
determine how much labour needs to be 
hired. Each farmer records this in his 
or her table.

8. Enterprise teams discuss and determine 
for each participant where he will find 
labour to hire.

9. One participant from each team 
presents his labour plan for plenary 
discussion around the following 
questions:

• Does the plan make sense? 
• Is it missing anything?
• Have we overlooked anything?
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Exercise 51 (continued)

10.  After confirming the labour plans,   
       discuss the results around the following 
       questions:

• Did any group think they would need 
to hire labour? 

• What did they decide to do? How did 
they decide to do it? 

11.   Wrap up the exercise with a discussion 
       leading to the importance of developing a 
       labour plan before the season starts.

Side-track This exercise should be done only if the 
enterprise is technically feasible and profitable.

Note: If any enterprise group finds that it will 
not be able to get the labour needed, then they 
will have to choose another enterprise and start 
the planning over from the beginning.

Example
Labour plan

I need____(5)____workers for a total of____(105)_____days.
I need____(3)____workers from my family.
I need to hire____(2)____workers according to the following plan.

Activity When
Labour needed Family labout 

available
Labout 

to be hired

No Days 
each

Total
days No Days 

each
Total
days No Days

each
Total 
days

Land
preparation Oct 5 6 30 3 6 18 2 6 12

Planting Dec 5 4 20 3 4 12 2 4 8
Weeding Jan 5 6 30 3 6 18 3 6 18
Harvesting Mar 5 5 25 3 5 15 2 5 10
Total 105 63 42

I will hire labour from: ________________________________
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Preparing and using a business plan 

The first round of learning focuses on planning for the 
next season and it is suggested that the farmers develop a 
business plan for a single enterprise. This plan would then 
be implemented and progress monitored as part of the 
continuing programme. (This would include the facilitator 
accompanying the farmers in implementing their business 
plans by visiting the farmers on their farms and offering 
on-site advice and encouragement.) After the completion 
of that production season, the farmers would analyse 
their results and see how they can improve their business 
plans for the next production season. The second round of 
planning should then be for all of the enterprises of each 
of the farmers’ farms. The following seven exercises to be 
used over two production seasons will guide this process.

Exercise 52 - Business plan: The overall concept 
                      and format
Exercise 53 - Business plan: Recording the background 
                      and establishing the production plan    
Exercise 54 - Business plan: Labour requirements
Exercise 55 - Business plan: Market plan
Exercise 56 - Business plan: Profitability
Exercise 57 - Business plan: Cash availability
Exercise 58 - Business plan: Risk management
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Exercise 52
Business plan: The overall concept and format

Objective • To understand the concept of a farm 
business plan.

• To set out the format for a farm business 
plan.

Key question • What is a farm business plan?
• What does a farm business plan look like?

Key points to cover • A farm business plan is a plan that records 
the most important decisions and actions 
affecting the operation of the farm business. 

•  It is a way to make sure that all the things 
that need to be done are done. 

•  It is a way to make sure that they are done in 
a way that makes the farm more profitable. 

•  A farm business plan can be very simple or 
very complex.

Process Plenary discussion led by a presentation of the 
concept of a business plan, its function and its 
importance; followed by the presentation of a 
blank format. (See the folowing example ‘Farm 
business plan format’.)

Guidelines The facilitator may want to: 
•  Consider giving the farmers a printed copy of 

the example business plan format.
•  Consider asking the farmers to bring an 

exercise book in which to record their 
business plan.
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Example 
Farm business plan format

Background

Name Village/District Period of the plan

My vision

My goal

Farm production plan
Crops/horticulture procedure
Crop type Area (ha) Output (Kg/ha) Total output (Kg)

Livestock production
Type of animal Number of animals Yield per animal Total yield

Input requirements
Crop:____________ Ha to be planted:_________
Input Details Application 

rate/ha
Amount required for ha 

to be planted
When 
needed

Potential
supplier

Seed
Fertilizer
Pesticide
Herbicide
Tools
Equipment
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Farm	business	plan	format	(continued)

Input requirements
Livestock: ________
Number of units:____________ Number of animals:_________

Input Details Application 
rate/unit

Amount required for 
units to be produced

When 
needed

Potential
supplier

Feed
Drugs
Vaccines
Herbicide
Tools
Equipment

Sketch map showing the allocation of enterprises on a 3.7-ha farm

Market plan

Enterpise: Expected quantity to sell
Marketing factor Buyer 1 Buyer 2 Buyer 3
Expected 
quantity
to sell (units)
Location
Amount buyer 
will take
Market price
$/unit

Enterprise 1
1.5 ha

Enterprise 2
1.2 ha

Enterprise 3
1 ha
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Market plan (continued)

Enterpise: Expected quantity to sell
Marketing factor Buyer 1 Buyer 2 Buyer 3
Preparation
requirements 
and cost
Packaging
requirements 
and cost
Transport option
and cost
Marketing
cost/unit ($)
Who takes it to 
market
Other

Labour plan

I need____(5)____workers for a total of____(105)_____days.

I need____(3)____workers from my family.

I need to hire____(2)____workers according to the following plan.

Activity When
Labour needed Family labout 

available
Labout 

to be hired

No Days 
each

Total
days No Days 

each
Total
days No Days

each
Total 
days

Land
preparation Oct 5 6 30 3 6 18 2 6 12

Planting Dec 5 4 20 3 4 12 2 4 8
Weeding Jan 5 6 30 3 6 18 3 6 18
Harvesting Mar 5 5 25 3 5 15 2 5 10
Total 105 63 42

I will hire labour from: ________________________________
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Cash availability

Do I have enough cash available to implement the farm enterprise? 
(a) I have the following cash available to use for my 
     enterprises: _____
(b) I need the following amount of cash for my enterprises:

Enterprise 1 __________
Enterprise 2 __________
Enterprise 3 __________

Total cash needed  _____________
(    ) Yes, I have enough cash
(    ) No, I do not have enough cash

(c) The amount of extra cash I need is____________________
(d) I need the extra cash in the following months _____________
(e) I can get the money from the following sources ____________

Source Amount

Risk

Risk Mitigating strategies
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Exercise 53
Business plan: Recording the background 

and establishing the production plan

Objective • To record the background to the business 
plan.

• To establish the production plan for the 
selected enterprise.

Key question • What are my visions and goals?
• What is the production plan for my 

chosen enterprise(s)?
• How will the enterprises be allocated on 

my farm?
Key points to cover Applied learning from Exercises 42, 43, 47 

and 50.
Process Plenary review of Exercises 42, 43, 47 and 

50, and the decisions made about choosing 
an enterprise. Enterprise teams revisit their 
visions, goals, and their enterprise selection 
for each participant in the team. 

Decide on the actual production plan and use 
the production plan to determine actual input 
requirements for the selected enterprise(s).

Teams report results to plenary discussion 
leading to confirming or amending enterprise 
selection.

Guidelines 1. Lead a discussion to review the 
processes and results from Exercises 42. 
43, 47 and 50. 

2. Enterprise teams review and confirm/
amend visions and goals for each 
participant in the team. Record the final 
visions and goals in the business plan.

3. Enterprise teams discuss the production 
plan for their chosen enterprises using 
these questions. 



 131
Exercise 53 (continued)

Crop enterprises:
• How many hectares of the crop will you plant?
• What yield per ha do you expect?
• What total output do you expect?
Livestock enterprises:
• How many animals will you produce/raise/

manage?
• What yield per animal do you expect?
• What total output do you expect?
4.   Each participant in the team draws a sketch 
      map of their farm showing the location and 
      distribution of the chosen enterprise(s).
5.   Participants share the results with the 
      plenary for confirmation and/or amendment.
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Exercise 54
Business plan: Labour requirements

Objective • To confirm the labour requirements for 
the selected enterprise(s). 

Key question Based on the production plan for next 
season:
• How much labour do I need and when do I 

need it?
• How much labour do I have at home and 

when is it available?
• How much labour do I need to hire and 

when do I need to hire it?
Key points to cover • Applied learning from Exercise 51.
Process Plenary reminder of the process, followed by 

teams revisiting their labour plans in the light of 
their new production plan(s) and record revised 
labour plans in their business plans. Teams 
report results to plenary discussion leading to 
confirming or amending labour requirements.

Guidelines 1. Facilitator reminds participants of the 
process followed in Exercise 51 to develop a 
labour plan.

2. Using the following questions, enterprise 
teams work together to review the labour 
plans in the light of their new production 
plans (Exercise 50):

• Do the number of hectares or animals 
affect the amount of labour or amount 
of time required for any activity?

• If there is a change, does it change the 
availability of labour from the household?

• Does any of this affect the amount of 
labour to be hired?

3. Participants record their revised labour plans 
in their business plans.

4. Teams report to plenary discussion to confirm 
and/or amend their labour plans.
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Business plan: Market plan

Objective • To develop a market plan for the 
enterprise(s) I have selected.

Key question • What markets are available to me?
• Which market is most profitable?
• What arrangements do I need to make?

Key points to cover • Applied learning from Exercises 32-36.
• The market plan is linked directly to the 

production plan developed for the selected 
enterprise(s).

• Many things influence the price obtained 
for a product. One of those things is 
where the product is sold. Options include: 
a buyer who comes to the farmgate; the 
market closest to the farm; a more distant 
market. Each market will pay a different 
price for the product. 

• The price obtained when the product is 
sold at the farm is called the farmgate 
price. It is usually the lowest price to 
get for the product. But selling at the 
farmgate does not involve transport 
costs; while the price is lower, the costs 
are lower too.

• The market price is the price obtained 
when the product is sold to a market away 
from the farm. To sell at this market 
will have additional costs at least for 
packaging and transport.

• The extra money that must be paid to 
prepare the product and transport it to 
the market is called the marketing cost. 
This cost is added to the farm gate price 
and is the lowest price that should be 
accepted in the market. (See the following 
example ‘Market plan’.)
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Exercise 55 (continued)

Process Brainstorm the idea of different markets and the 
related prices. Base the discussion on what the 
farmers learned from analysing and visiting the 
market. Enterprise teams work on developing a 
market plan for their chosen enterprises taking 
into account the new production plan (especially 
the total output) expected. 

Guidelines 1. Ask the farmers to recount what they 
learned previously about marketing and the 
market they visited. Lead the discussion 
to cover the key points of farmgate price, 
marketing costs, market price and the 
minimum price they should accept if they 
sell their product at a market away from 
their farms. (The minimum price is the 
sum of the farmgate price plus the cost 
of transport and packaging)

2.  Brainstorm with them the possible markets 
for their products. Guide the discussion 
with the following questions:

• What do they know about them? 
• What quantities do they want? 
• When is the best time to use these 

markets? 
• What else do they know about these 

markets?
• What else do they think they need to 

learn about these markets?
3. Taking these markets into consideration, 

ask the farmers to consider the following 
questions:

• What price will you get for your 
product if you sold it at your farm 
gate?

• What price will you get for your 
product if you sold it at the market?

• What costs will you have to take your 
product to the market?
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Exercise 55 (continued)

4.   Enterprise teams confirm the total 
      quantity of the chosen enterprise each 
      team member expects to produce in the 
      next season.
5.   Each participant sets up a table along the 
      following lines:
Enterprise: Expected quantity to sell:
Marketing 
factor

Buyer 1 Buyer 2 Buyer 3

Expected 
quantity to sell 
(units)
Location
Amount buyer 
will take
Market price 
$/unit
Preparation 
requirements & 
cost
Packaging 
requirements & 
cost
Transport 
option & cost
Marketing 
cost/unit ($)
Who takes it 
to market
Other

6.   Teams make a list of the possible markets, 
      the quantities they sell to/through that 
      outlet, the possible price they would get, 
      and any requirements affecting access to or 
      using that market (e.g. quality, packaging).  
      They should record the information in 
      their tables.
7.   The teams should next consider: 

• How much of the product can the market 
handle?
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Exercise 55 (continued)

• When does the market want the product? 
All year long? Only in certain seasons?

• What kind of preparation is needed (e.g. 
cleaning, slaughtering)? What will this 
cost?

• What kind of packaging is needed? What 
will this cost?

• How will the product be transported to 
the market? What will this cost?

• Who will take the product to the market?
8.  After considering these points, they should 
     record the essential information in their 
     tables.
9.  Ask a few of the farmers to share their 
     market plans. Discuss the plans with a view 
     to confirming and/or changing the market 
     plans. Are they realistic? Are they 
     challenging? Are there better options?

Side-track If the farmers have done Exercises 32-36, they 
will have both a theoretical and experiential 
understanding of marketing products that are 
familiar to them, but they will not have previously 
developed a specific market plan. Therefore, 
this exercise may require more time and more 
direct input from the facilitator.  

They may also require additional information 
about the market in terms of demand, prices, 
packaging, costs and fees, transport. 
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Example 
Market plan

The farmer has 1 000 kg of beans for sale. There are two buyers. 
One near the farm and one in a nearby town. Buyer 1 (in town) offers 
$0.65/kg and will take a maximum of 800 kg. Buyer 2 offers $0.55/kg 
and can take all 1 000 kg. Both markets require some preparation of 
the product (cost $0.02/kg). There are no transport costs to Buyer 
2, but to get the beans to buyer 1 will cost $0.03/kg. Buyer 2 also 
requires that the beans be packed in bags; this will cost $0.02/kg.

Based on this information, the farmer made the following market 
plan.

Enterprise: Beans Expected 
quantity to sell:

1 000kg

Marketing aspect Buyer 1 Buyer 2
Expected quantity to 
sell (units)

Nakuru General Market Monare’s Fruit & 
Vegetables

Location Nakuru Local
Amount buyer will take 800kg 1 000kg
Market price $/unit $0.65/kg $0.55/kg
Preparation 
requirements & cost

Must be free of stems 
and stones 
$0.02/kg

Must be free of stems 
and stones
$0.02/kg

Packaging requirements 
& cost

Must be bagged
$0.02/kg

Can be loose
No cost

Transport option & cost Sam’s Transport
$0.03/kg

Hand cart
No cost

Marketing cost/unit ($) $0.07/kg $0.02/kg
Who takes it to market Son Me
Other Must get there early Closes at 4pm
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Exercise 56
Business	plan:	Profitability

Objective • To establish the profitability of the 
enterprise(s) I have selected.

Key question • What profit can I expect from the 
enterprise(s) I have selected?

• What is the enterprise budget for the 
enterprise(s) I have selected?

Key points to cover • Applied learning from Exercise 12.
Process Plenary reminder of the process, followed 

by teams with the same enterprises working 
on calculating enterprise budgets for their 
selected enterprises. Teams report results 
to plenary discussion leading to confirming or 
amending their enterprise selection and/or 
their production plans.

Side-track Calculating enterprise budgets for the 
first time for a real-life situation can be a 
daunting experience. The facilitator may 
need to provide more guidance and support to 
ensure the farmers feel confident about their 
calculations and the potential profitability of 
their selected enterprise(s).

As an alternative to the enterprise budget, 
the facilitator may want to have the farmers 
assess the profitability without calculations. 
This would require the farmers getting a 
general sense of the income they can obtain 
from selling their product(s). What price 
could they get? And of the cost of production. 
What has been their experience in the past? 
Has the enterprise been profitable? If not, 
what was the issue? Can it be corrected? 

It should not occur that a selected 
enterprise is not profitable, as earlier in 
the FBS programme a range of profitable 
and non-profitable enterprises should have
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Exercise 57
Business plan: Cash availability

Objective • To establish how much cash I need and 
when I need it to be able to produce my 
selected enterprise(s).

Key question • How much cash do I need and when do I 
need it?

• How much cash do I have and when is it 
available?

• How much cash do I need to borrow and 
when?

• Where will I find the cash I need to 
borrow?

• When will I be able to pay back the cash 
that I borrow?

Key points to cover • Applied learning from Exercise 15.
Process Plenary reminder of the process, followed 

by teams with the same enterprises working 
on calculating cash flows for their selected 
enterprises. Teams report results to plenary 
discussion leading to confirming or amending 
their production plans.

Exercise 56 (continued)

emerged. However, if it does happen that the 
selected enterprise is not profitable, then 
the affected participants will have to select 
another enterprise and restart their farm 
business plans.
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Exercise 57 (continued)

Guidelines 1. Review the lessons from exercise on cash 
flow.

2. Enterprise groups work on cash flows for each 
participant in the group using the following 
procedure.

• Set up a cash flow table as shown below.

• Review the production plan and the 
marketing plan. Calculate the expected 
income from sales from the chosen 
markets and determine in which month 
the cash will be received. Write this 
amount in the appropriate month. 

• Review the production plan. For each 
activity decide when it will be carried 
out (e.g. buy seeds) and how much 
cash will be needed. Do not forget 
marketing costs, which may not be 
in the production plan. Write these 
amounts in the appropriate boxes.

• Add up the income for each month and 
record it in the appropriate boxes. 
Add up the costs for each month and 
record them in the appropriate boxes.

Activity Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Total
Cash 
inflow
Crop 
sales
Cash 
available
Cash 
outflow
Cash 
needed
Net cash 
flow
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Exercise 57 (continued)

• For each month calculate the 
difference between cash in and cash 
out to show the cash requirements for 
each month and identify the months 
with a cash shortfall. 

• For each month where there is a cash 
shortfall, each participant needs to 
decide if he will use his or her own 
cash or borrow money.

3.  Each participant needs to decide where 
     to borrow the needed cash and record 
     this in the business plan. 
4.  Ask some of the farmers to share their 
     cash flows and credit plans for discussion. 
     Are the cash flows accurate? Have plans 
      been made to find credit for the months in 
     which there is a cash shortfall?

Side-track Calculating cash flow for the first time 
for a real-life situation can be daunting. 
The facilitator may need to provide more 
guidance and support to ensure the farmers 
feel confident about their calculations and 
scheduling of loans. Particular attention 
should be given to the source of any loans 
needed and the attending interests rates and 
repayment requirements.

It is recommended that this be linked to the 
exercises on developing negotiating skills 
which can be applied when negotiating with 
credit givers. 
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Exercise 58
Business plan: Risk management

Objective • To determine the risks associated with 
my selected enterprise(s).

• To develop a risk management strategy 
for my farm business.

Key question • What are the risks associated with 
producing my selected enterprise(s)?

• What actions should I take to limit these 
risks or to limit the impact of these 
risks?

Key points to cover • Applied learning from Exercise 16.
Process Plenary reminder of the process, followed by 

teams with the same enterprises identifying 
risks and developing a risk management 
strategy for their selected enterprises. Teams 
report results to plenary discussion leading to 
confirming or amending their risk management 
plans and/or their production plans. 

Guidelines 1. Review the exercise on risk management.
2. Participants to set up the table shown below.

Risk and what harm it can 
do

How to handle the risk

3.  Enterprise teams discuss the risks to their 
     new production plans. Consider broad areas 
     such as production risks, marketing risks,  
     financial risks and labour risks. For each area 
     they should identify the potential risk and 
     how it can be handled.
4.  Ask some of the farmers to share their risk 
     management strategies. Discuss them: Have 
     they identified all the major risks? Are the  
     management plans adequate? 
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Exercise 58 (continued)

Side-track Identifying risks and developing risk 
management strategies for the first time 
for a real-life situation can have very serious 
impact on the success of the farm business. 
The facilitator may need to provide more 
guidance and support to ensure the farmers 
feel confident about their risk management 
strategy. Particular attention should be given 
to the proposed risk mitigation actions. 
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Developing an action plan

An action plan is essentially a list of actions, tasks and ac-
tivities organized in the order in which they should be done, 
when they will start, how long they will take and who is re-
sponsible for doing them. Developing and using an action 
plan reinforces a steady, systematic approach to running 
the farm business and reduces impulsive decision-making.  

Exercise 59 - Developing an action plan 
                      for the farm business plan   
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Exercise 59

Developing an action plan for the farm business plan

Objective • To develop an action plan to implement 
the farm business plan.

Key question • What specific actions must I take to 
implement each of the elements of my 
farm business plan? 

Key points to cover • Example of an action plan. (See example 
‘Action plan for my farm business’ following).

• Review plans for input requirements, labour, 
marketing, cash flow and risk management 
with a view of identifying specific actions to 
be taken.

Process Plenary explanation of an action plan followed 
by teams with the same enterprises working 
on developing action plans to implement each 
of their business plans. Teams report results 
to plenary discussion for confirmation and/or 
amendment of their action plans.

Guidelines 1. Explain the concept of an action plan. Refer 
to the example provided.

2. Participants to set up the table shown below.

Action Start date Duration Responsibility

3. Enterprise teams work together to develop 
action   plans for each participant. Use the 
following steps:

• Review the production plan;
• Identify all the work that needs to be 

done to implement the plan (e.g. buy seed, 
buy fertilizer, hire labour, confirm market, 
arrange transport);

• For each task, identify when it must start. 
How long will it take to complete? Who will 
be responsible for doing the required work?
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Exercise 59 (continued)

4.  Each participant records the relevant  
     information in his or her table. 
5.  Ask some of the farmers to share their 
     action plans. Discuss them: Do they cover 
     everything they should? Is anything 
     missing? Is the timing of work 
     appropriate?

Side-track Consider having the farmers consolidate 
the action plan into a chart set out by date.  
(See both the example ‘Action plan’ and the 
‘Annualized action plan’ following.)
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Example 
Action plan

Action plan for my farm business plan
Action Start date Duration Responsibility

Input requirements
Arrange finance for 
buying inputs

1 Jan 2 weeks Sam

Confirm supplier and 
sale price for each 
input item

10 Jan 5 days Sam

Arrange transport to 
collect/deliver inputs.

15 Jan 1 day Joseph

Place order/Collect 
inputs from supplier.

15 Jan 1 day Joseph

Labour
Hire 2 workers 15 Jan 2 weeks Sam
Hire 2 workers 1 March 4 weeks Sam
Hire 2 workers 1 May 2 weeks Sam

Cash management
Borrow cash 1 Feb 1 week Joseph

Market plan
Negotiate contract 1 May 1 week Joseph 
Organize transport 1 May 1 week Sam
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Record-keeping

The following three exercises explore the wisdom of keep-
ing records and the nature of farm business records and 
discuss the following seven types of records:

• Production records;
• Labour records;
• Cash inflow records;
• Cash outflow records;
• Home consumption records;
• Profit and loss records;
• Fixed asset records.

While there can be many more records than these, if a 
farm business keeps at least these seven types of records, 
then the farmer will be in a very strong position to evaluate 
the performance of his farm business and to plan to make 
it more profitable. 

Exercise 60 - Role play: 
                      The wisdom of keeping records
Exercise 61 - Keeping records
Exercise 62 - Types of farm records
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Exercise 60
Role-play: The wisdom of keeping records

Objective • To understand and appreciate the 
importance of keeping farm records. 

Key question • Why are farm records important?
Key points to cover • Being a good producer is no longer enough in 

today’s changing economy. Farmers must also 
be good managers; and this requires accurate 
information that is easy to find when needed.

• When farmers keep and use records, they 
will: 

• Know how much money they received, 
how much money they spent and how it 
was spent.

• Know how much the amount of inputs 
and materials are used to grow the 
enterprise.

• Know the price of produce sold and cost 
of inputs.

• Be able to calculate whether they are 
making a profit or a loss.

• Be able to make better decisions on what 
to buy and sell.

• Be able to remember easily who owes 
them money and who they owe money to, 
so that they cannot be cheated.

• Farmers often do not keep records 
because:

• They do not understand the importance 
of records.

• They do not know what records to keep 
or how to prepare them.

• They feel it is too complicated. 
• They feel they do not have time.

Process 1. Two volunteers perform the role-play outlined 
below followed by a discussion around what 
happened in the play. Lead the discussion to 
the understanding that records would have 
removed the confusion.
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Exercise 60 (continued)

Process 2.  Farmers share their experience with 
     keeping and using farm records and discuss 
     the importance of farm records and what 
     can go wrong if they are not kept. Lead the 
     discussion to the relevant points in ‘Key 
     points to cover’.
3.  Discuss why farms do not keep records. Lead 
     the discussion to the relevant points in ‘Key 
     points’.

Guidelines 1. The two volunteers perform the role-play. 
2. When the play is done, discuss it; ask the 

following lead questions:
• What happened in the role-play?
• Answer: Jessica and Paul got into a 

fight over money because she did not 
believe Paul about how he used the       
$1 100 from the sale of their maize.

• Why did Jessica not believe her husband 
used all the money properly?

• Answer: To her mind there was a lot of 
money. It could not have been used up 
so quickly.

• What could have been done to avoid the 
confusion on how the money was spent?

• Answer: Keep records.
3. Ask the farmers which of them use records 

(of any kind). What kind of records do they 
use? Why do they use these records?

4. Discuss with the farmers why it is important 
to keep records. What is the purpose of 
records? How can records help farmers? 
What can happen if records are not kept? 
Write their answers on the board.

5. Ask why some farmers do not keep records. 
Lead the discussion to cover the points given 
in ‘Key points’. Discuss ways to address these 
reasons.
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Exercise 60 (continued)

Side-track This exercise is based on a role-play. Before 
doing the exercise, prepare two of the farmers 
to perform the brief skit presented in the box 
below. 

Role play about recordkeeping
Argument between Paul and his wife Jessica

Jessica: I need some money to buy a dress for Easter.
Paul:   I have no money.
Jessica: What?  We sold 50 bags of maize for $1 100. How did it 
                  get finished?
Paul:          We spent the money on household needs and some was 
                  invested in the poultry business.
Jessica: You are lying. You must have eaten all the money. It was 
                  too much to get finished just like that.
Paul:          You woman, you call me a liar?
Jessica: No, but just show me the records that prove it.
Paul:          I can’t
Jessica: Why?
Paul:          I didn’t keep records.
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Exercise 61

Keeping records

Objective • To know which records to keep and how to 
keep them.

• To understand the use of records.
Key question • What is a record?

• What types of records are needed for a 
farm business?

• How are they used?
Key points to cover • A record is written proof of what happened 

or what is happening or expected to happen. 
A record can also be a written proof of what 
was said and who said it. 

• The kind of information needed by a farm 
business that can be recorded in records 
includes:

• Quantity and price of inputs purchased;
• Quantities and prices of products sold;
• Money paid to labour;
• Cash borrowed from a money-lender;
• Hectares, yields, irrigation rates, kinds 

and quantities of inputs used and when 
they were used.

• In a farm business it is important that 
records are written.

• If records are kept, then the farmer 
knows at all times how his business is 
doing. He has a clear indication if he 
is making a profit. And he will be in a 
stronger position to negotiate.

• If records are not kept, then the farmer 
is never certain about the current 
situation of the farm business. This will 
put him in a weaker position to negotiate.

• Useful/Important farm business records 
include:

• Production records;
• Labour records;
• Cash inflow records;
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Exercise 61 (continued)

• Cash outflow records; 
• Home consumption records;
• Profit and loss records;
• Fixed asset records.

Process Plenary discussion on four themes:
• Defining a record;
• Identifying the kinds of recorded information 

needed by a farm;
• The value of keeping records and the dangers 

of not keeping records;
• Types of records that should be kept by a 

farm business.
Lead the discussion to cover the information 
given in ‘Key points’. 

Guidelines 1. Ask farmers to define what a record is. Write 
their ideas on the board. Lead the discussion 
to the explanation given in ‘Key points’.

2. Ask the farmers what kind of information 
they need to manage their farm business 
that can be recorded in records. Write their 
ideas on the board. Again lead the discussion 
to the list of information in ‘Key points’.

3. Discuss the value of writing information 
down versus trying to remember it. What are 
some of the advantages of written records? 
What are some of the problems with relying 
on memory? Lead the discussion to cover ‘Key 
points’.

4. Brainstorm with the farmers about the types 
of records that should be kept by a farm 
business. Write their answers down. Lead 
the discussion to cover at least the types of 
records listed in ‘Key points’. 
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Exercise 62

Types of Farm Records

Objective • To become familiar with seven farm 
records that are particularly important to 
a farm business.

Key question • What are production records?
• What are labour records?
• What are cash inflow records?
• What are cash outflow records? 
• What are home consumption records?
• What are profit and loss records?
• What are fixed asset records?

Key points to cover •	 Production records. Provide information 
on production output. This record helps 
the farmer to understand how well his 
production programme is performing. It 
can be used to compare performance of one 
farm with another. A production record is 
necessary for assessing our farm business 
plans.

•	 Labour records. Provide information on 
the number of people required for each 
activity and the number of hours they will 
take each day. Such information will assist 
the farmer to understand the labour 
requirements for each activity.

•	 Cash	 inflow	records. Provide information 
on the activities that require the farmer 
to receive money particularly from the 
sales of the products of the enterprise.

•	 Cash	outflow	records. Provide information 
on the all the important activities that 
require the farmer to spend money either 
to buy inputs or pay for services and 
operations. 

•	 Home consumption records. Records 
produce that has been stored, consumed, 
or given as gifts to relatives, friends and 
family members. It can also record produce
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Exercise 62 (continued)

that is lost or spoiled after harvest. The 
main purpose of the record is to provide 
information on the amount and the value of 
what the family has consumed from the farm 
or has given away.

•	 Profit	 and	 loss	 records. Helps keep track 
of profits and losses. The record needs to 
clearly identify which enterprise is being 
measured.

Each profit and loss record covers a specific 
period of time. For crops, it is usually a cropping 
season. For vegetables the period may be a few 
months. For grain crops the period may be a 
year. For tree crops this could be many years. 
For livestock the period will be from the point 
of purchase to the point of sale

•	 Fixed asset records. Provide information on 
the important items of fixed costs related 
to the enterprises on the farm. Each item 
includes the date of purchase, the purchase 
price (cost) and the life of the item.

(See following examples of completed record 
forms.)

Process Plenary discussion about each of the seven farm 
business records.

Guidelines 1. Start with production records. Explain the 
purpose of the record as outlined in ‘Key 
points to cover’. Ask the farmers what kind 
of information they think would be needed 
in a production record. Write their ideas on 
the board with the idea of constructing the 
example record. Lead the discussion to cover 
the example of the record provided and (if 
advisable) the additional information about 
the record. 

2. Repeat the process until all seven types of 
records have been covered. 
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Exercise 62 (continued)

Side-track The facilitator may want to give each farmer 
a copy of each of the example records as well 
as of the additional information about these 
records.

Example
Production record: Crop

Enterprise Land size (Ha) Expected yield/ha Total yield (tons/
kgs/bags)

Maize 2 ha 3 000kg/ha 6 000kgs
Groundnuts 1 ha 2 000kg/ha 2 000kg/ha

Example
Production record: Livestock

Enterprise Number of 
animals

Expected 
Yield 

Cycle Total yield 

Layers 200 216/layer/
cycle

10 months 43 200 eggs

Dairy cows 5 20 litres/
cow/day

1 year 36 500 litres
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Example
Labour record

Date Activity Number 
of people  
working 

Number of 
hours taken

Total number 
of hours 

taken
10 Oct 2012 Land 

preparation
2 people 2 hours 4 hours

20 Nov 2012 Planting 1 person 6 hours 6 hours
21 Nov 2012 Planting 2 people 5 hours 10 hours

Example
Cash	inflow	record	

Enterprise: Eggs

Date Sales/ 
Output

Quantity Unit Price 
($)

Total 
Income ($)

Comments

12/04/08 Sold eggs 20 trays $4 80 Sold to 
hospital

15/04/08 Sold eggs 10 trays $3 30 Sold at 
town 

market
20/04/08 Sold eggs 15 trays $3 45 Sold at 

town 
market

22/04/08 Sold eggs 12 trays $3 36 Sold at 
town 

market
25/04/08 Sold eggs 18 trays $2 36 Sold at 

farm gate
Total 227
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Example
Cash	outflow	record

Enterprise: Eggs

Date Operation/ 
Input

Quantity Unit Cost 
($)

Total 
Cost ($)

Comments

25/1/08 Purchase 
point of lay 

hens

20 hens 15 300 Bought 
from 

Monare’s 
1/2/08 Feed for 

laying hens
1x 50kg 

sack
70 70 Bought 

from 
Shiluli’s

18/2/08 Vaccines for 
laying hens

1 injection 
per hen; 
70 hens

1 70 Bought 
from 

Monare’s 
25/2/08 Constructed 

chicken 
housing

2 rooms 35 70 Did some 
of the 
work 

myself
5/03/08 Purchased 

layers
10 hens 16 160 Bought 

from 
Monare’s

5/03/08 Transport 
costs to 

take eggs to 
market

1 5 5 Hired from 
Nakuru

5/03/08 Packaging/ 
Cartons

100 10/100 10 Bought at 
Agricor

6/03/08 Paid workers 2 x 10 
days

3/worker/
day

60 Hired from 
village 

programme
Total 745
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Example
Home consumption record

Enterprise: Eggs
Date Consumed 

items
Quantity Unit price 

($)
Total 

Value ($)
Comments

1/2/08 Eggs 10 $.25/egg 2.50 Family 
18/2/08 Eggs 15 $.25/egg 3.75 Mrs Ndlovu
25/2/08 Eggs 5 $.25/egg 1.25 Spoilt
5/03/08 Eggs 20 $.25/egg 5.00 Family
5/04/08 Eggs 12 $.25/egg 3.00 Family

Total 62 15.50

Example
Profit	and	loss	record

Enterprise:  Maize/ 5 ha      For the period: March – May 2012
Quantity Unit Price or Cost ($/unit) Total  ($)

Income
Sales

Home consumption
Other

Total Income (a)
Expenses

Inputs and materials:  
Seed
Fertilizer
Pesticide

Field operations:
Land preparation
Ploughing
Planting
Weeding
Harvesting

Total Costs (b)
Profit/Loss (a-b)
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Example
Fixed asset record

Date of 
purchase

Item Purchase 
price ($)

Life (years) Comments

1/2/08 Hand tools 800 10 To be 
replaced 

during 2011
3/4/08 Sprayer 1 000 10 Bought from 

Monare’s
4/4/08 Irrigation 

pipes
2 000 10 Bought from 

Agricor
6/7/08 Houses for 

laying hens
1 500 40 Built it myself
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Purchasing inputs and materials

Much of the profits of a farm business are tied up in the 
inputs and other materials needed to produce the farm 
business’ enterprises. An important aspect of this is finding 
the best supplier for each input. Farmers need to think 
about what makes a good supplier. Identifying suppliers, 
visiting them and then reflecting on the information gained 
helps farmers make sure they are working with the best 
suppliers for their farm businesses.

Exercise 63 - Matching inputs and suppliers 
Exercise 64 - Visiting input suppliers
Exercise 65 - Visiting input suppliers: Report back
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Exercise 63

Matching inputs with suppliers

Objective • To understand how to obtain inputs and 
materials for use in the farm business. 

Key question • What suppliers supply which inputs?
• What qualities do I look for when 

choosing a supplier?
• What are the best suppliers for my farm 

businesses?
Key points to cover • Whatever plan is implemented, inputs and 

equipment need to be purchased before 
production starts. 

• The quality, availability and price of inputs, 
materials and equipment affect the 
productivity and profitability of the farm 
business.

• Each of the inputs comes from a supplier. 
Therefore, the supplier has a lot of influence 
over the profitability of the farm business. 

• Some suppliers provide good service. They 
sell good quality inputs at good prices. Other 
suppliers may have good prices, but are far 
away from the farm. Others may try to sell 
old stock. Some are reliable. Some are not. 

• It is important to investigate and decide 
which is the best supplier for each input.

Process Plenary explanation of the importance of 
investigating and deciding which is the best 
supplier for each input needed by the farmer. 
Enterprise teams set up a ranking system with 
relevant criteria, identify potential suppliers 
and rank them using the criteria. Individual 
participants decide which supplier to use for 
each input required. Enterprise team report 
results to plenary discussion to compare ratings 
and choice of suppliers. Discussion should lead 
to confirming and/or amending decisions.
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Exercise 63 (continued)

Guidelines 1. Lead a discussion on the importance of 
investigating and deciding which is the best 
supplier for each input needed by the farmer. 
What influence does a supplier have on a farm 
business? What makes a good supplier? What 
qualities would it have? What suppliers do 
they currently use? Why? Are they satisfied? 
Why? Why not? Do they provide the quality 
needed? What about the price? Is there 
another supplier that offers the same input 
at a better price? What about reliability? 
Does the supplier usually have enough of 
the input in stock? What other factors can 
be considered? Service? Technical advice? 
Transport? Location? Credit or payment 
arrangements?

2. Agree on 5-10 key qualities that one would 
look for in a good supplier (e.g. price, product 
quality, availability, reliability, technical 
support). Write these on the board.

3. Enterprise groups/teams set up the table 
shown.

Suppliers
Inputs

4.  Teams identify 5-10 inputs common to their 
     enterprise (e.g. seed, fertilizer, ploughs) and 
     write these in the table above.
5.  Teams identify 4-5 suppliers of agricultural 
     inputs and write these also in the table 
     above. 
6.  We can see which input is supplied by which 
     supplier.
7.   Now the teams set up a second table which
      can be found on the following page.
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Exercise 63 (continued)

Guidelines Suppliers
Qualities

8.  Teams write the agreed quantities and 
      suppliers and in the second table.
9   Teams discuss each of the suppliers in 
     terms of the agreed qualities. (See the 
     following examples, ‘Identifying suppliers’ 
     and ‘Rating suppliers by quality’, to illustrate 
     these exercises.) As shown, if a supplier 
      rates high on a quality then put 5 marks in the 
     appropriate space. If the supplier rates low 
     on that quality, put 1 mark in the appropriate 
     space. Repeat this for each quality and each 
     supplier.
10. Teams report results to plenary discussion 
      for confirmation and/or amendment.



Example 
Rating of suppliers

Identifying suppliers
SUPPLIERS

INPUTS Nakuru 
Farm 
Supplies

Rift Valley 
Agriculture

Shiluli’s 
Farm 
Dealer

Agricor

Seed X X X
Fertilizer X X X
Pesticide X X X
Ploughs X
Implements X X X X
Tools X X X X

Raking suppliers by quality

SUPPLIERS
INPUTS Nakuru 

Farm 
Supplies

Rift Valley 
Agriculture

Shiluli’s 
Farm 
Dealer

Agricor

Price /// //// // /
Quality /// /// // ////
Availability /// /// //// //
Reliability //// // /// /////
Technical support / /// / /////
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Exercise 64

Visiting input suppliers

Objective • To do a first-hand ranking of suppliers.
Key question • Which is the best supplier for the inputs 

in need?
Key points to cover • Asking the suppliers the following 

questions:
• What services do you provide?
• What are the terms of payment? 

Is credit available? What are the 
terms? Is collateral required? If so, 
what form?

• What are the requirements, 
prerequisites or other conditions for 
farmers to access the inputs?

• Is the input linked to contract 
farming? If so what are the terms? 
How is the cost of inputs deducted?

• Is group lending of inputs preferred 
compared to individual lending?

• What minimum and maximum 
quantities can be purchased? 

• What are the transport options and 
at what cost?

Process Facilitator assigns enterprise teams to specific 
suppliers. Enterprise groups decide on inputs 
to investigate and prepare for the visit to 
their assigned suppliers. During the visits, the 
supplier is asked the questions listed above and 
their answers recorded.

Guidelines 1. Organize the farmers into enterprise 
groups. Tell each group which supplier they 
are going to visit.

2. Explain that the purpose of the visit is to 
assess the suppliers and look for ones that 
best meet the needs of the farmers. 

3. Ask each group to agree on the inputs they 
want to investigate and what attributes 
they are looking for. 
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Exercise 64 (continued)

Guidelines 4.  Ask the groups to discuss what information 
     they want to get from the supplier. Lead 
     the discussion to agreement on at least the 
     questions listed in ‘Key points to cover’.
5.  Ensure each group has a way to record 
     answers during the visit.

Side-track Prior to the visits, the facilitator will need to 
decide how many suppliers to be visited. If there 
are a lot of participants, it would not be a good 
idea to have them all visit the same supplier at 
the same time. After deciding on the number, 
the facilitator will need to identify, select and 
visit the suppliers (to prepare them) before the 
visit by the  farm business school.
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Exercise 65

Visiting input suppliers: Report back

Objective • To discuss and learn from the visit to 
input suppliers.

Key question • Which supplier is best for my farm 
business? 

Key points to cover • Answers to questions raised during the visit 
to the input suppliers

Process The enterprise groups assigned to suppliers 
organize their information and then present 
it to the plenary. The aim of the discussion is 
to identify which suppliers should be used for 
different inputs.

Guidelines 1. Ask each group to consult and finalize the 
assessment of each supplier they visited. 

2. Ask each group to tell about their experiences 
and findings from the visit to suppliers. 
Which supplier did they visit? What inputs 
did they investigate? What attributes did 
they investigate? How well did they measure 
up to the criteria? Ask them to present their 
findings. 

3. When each group has finished, discuss how 
this affects their individual ‘farm business 
plans’. 

Side-track • The facilitator will need to decide if this 
exercise will be done before or after farm 
business plans have been developed. If it is 
done before, then the results can be used 
when planning the input requirements. If it 
is done after, then the farmers may want 
to review their plan for inputs and make 
some changes.

• Depending on how long the visits take, it 
may be advisable to schedule the report 
back for the following week.
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Mobilizing	finance

Most small-scale farmers do not have access to the cash 
needed to run their farms as a market-oriented farm busi-
ness.  They need to carefully assess possible sources of 
finance. Part of choosing a source of finance is assessing 
them and deciding which offers the best option. They also 
need to understand the role of credit and the risks and 
responsibilities it entails. Before borrowing money, they 
should also look at the possibility of saving as a means of 
raising cash

Exercise 66 - Assessing sources of finance
Exercise 67 - Understanding the role of credit
Exercise 68 - Understanding the role of savings

   



 171
Exercise 66

Assessing	sources	of	finance

Objective • To know the possible sources of 
financing, including their advantages and 
disadvantages.

Key question • Where should I get my cash for my farm 
business?

• Which is the best source of cash and how 
do I know?

Key points to cover • Preparing a cash flow tells the farmer how 
much cash he will need to borrow and when 
he will need to borrow it.

• There are many possible sources of cash: 
• One’s own savings; 
• Borrowing from relatives or friends;
• Borrowing from traders; 
• Borrowing from buyers;  
• Bank credit;
• Credit against produce sold;
• Grants (from donors/government).

• Each source has advantages and 
disadvantages. Some of these include 
interest rates, availability, capacity, 
potential for misunderstanding, formal 
versus informal, terms of repayment, 
conditions of the loan.

• Farmers need to take great care in deciding 
where to source loans.

Process Plenary discussion about the link between the 
cash flow and the decision to get a loan. Lead 
the discussion to the point of importance of 
taking care when deciding on where to source 
the loan. Plenary brainstorming to identify 
potential sources of loans. Groups consider 
the advantages and disadvantages of each. 
Based on the discussions each participant 
makes a decision about where to source the 
loan needed.



172                                           Mobilizing finance

Exercise 66 (continued)

Guidelines 1. Lead a discussion about the link between 
the cash flow and the decision to get a 
loan. Lead the discussion to the point of 
importance of taking care when deciding 
on where to source the loan.

2. Brainstorm to identify sources of finance. 
From whom have they borrowed money 
before? What other sources are there? 
Lead the discussion to cover at least the 
list of sources shown in ‘Key points’. Write 
all the sources on the board. 

3. Choosing 1 or 2 sources, brainstorm the 
advantages and disadvantages of these 
sources. Lead the discussion to cover at 
least the advantages and disadvantages 
included in the points to cover.

4. Groups to set out the table below.

Source of 
finance Advantage Disadvantage

5. Groups discuss the list of sources of 
income and agree on 4-5 sources to 
evaluate and write these in the table.

6. Starting with the first source in the 
table, the group discusses the advantages 
and disadvantages of using this source of 
finance and write these in the table. 

7. Groups discuss the results of the 
evaluation and each participant decides 
which source(s) of finance he will use.

8. Groups report results to plenary 
discussion. Who has chosen which source? 
Why? Discuss the advantages and 
disadvantages. Are they reasonable?
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Exercise 66 (continued)

Side-track 1. The farmers may have very limited 
knowledge about sources of finance outside 
their village. The facilitator may want 
to prepare a list of potential sources of 
finance and some background information 
about them.
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Exercise 67
Understanding the role of credit

Objective • To discuss things to consider when 
accessing credit.

Key question • What are the things the farmer needs to 
consider before accessing credit?

Key points to cover • Credit or a loan is money borrowed from 
finance institutions (e.g. banks), money 
lenders, family and friends. 

•  Borrowed money must be repaid over a 
certain predefined period with interest.

•  Repayment on credit needs to be included as 
a cost to the business.

•  Some of the benefits of credit include:
•  Allows the start up of a current 

enterprise with a good market.
•  Allows for expansion of an enterprise.

• Risks associated with credit include:
•  If credit is not well utilized credit can 

lead to further impoverishment.
•  A farmer’s reputation may be at stake 

for failure to pay back.
•  Interests rates may be too high and 

off-set positive gains for the farmer.
•  Credit should only be accessed under the 

following circumstances:
•  There is a cash flow problem but enough 

funds are guaranteed to be generated 
(e.g. by the end of the season).

• There is a farm business opportunity or 
potential but the farmer lacks funds to 
invest.

•  It is inappropriate for a farmer to use 
credit when:

•  The farmer foresees the possibility of 
not being able to pay back the loan.

•  If the terms and conditions are not 
favourable. For example, the payment 
period is not favourable it is ‘no’.



Exercise 67 (continued)

• When there is no plan to use the credit.
• When borrowing to pay another loan – 

never repay a loan with another loan.
Process Plenary discussion around: 

• What credit is and why and when it should 
be used.

• How credit affects the farm business.
• The benefits of using credit.
• The risk of using credit.
• Circumstances under which credit should 

be used.
• When it is inappropriate for a farmer to 

use credit. 
The facilitator leads the discussion to cover 
the information in ‘Key points to cover’
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Exercise 68
Understanding the role of savings

Objective • To understand the role of savings in 
managing a farm business.

Key question • Why is saving important?
• What are the benefits of saving and of 

group saving?
• What is involved in setting up a group 

savings scheme?
Key points to cover • Benefits of saving:

• Being able to cope with emergencies 
(particularly sickness and funerals). 
Without savings people have to borrow 
money or sell some of their assets to pay 
for these expenses.

• A good way to buy assets to develop a 
small enterprise.

• Even poor people can save, if they have 
an incentive and somewhere safe to keep 
the money.

• Benefits of group saving:
• Saving together soon accumulates into a 

larger sum and makes it possible to help 
each other with loans.

• Principles of savings and credit groups:
• A group of people.
• Having a common interest or bond.
• Who agree to save their money together, 

and
• Lend their money to each other when 

needed for good purposes and to improve 
their living standards.

• Steps a group may need to take to set up a 
savings and credit group:

• Arranging a founding meeting to decide 
on the name for the savings group or 
‘village bank’, the rules that will be 
adopted and the equipment that will be 
needed (e.g. cash box, calculator, books).
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Exercise 68 (continued)

• Arranging a series of training meetings 
for bank group members.

• Applying for a grant to cover the cost 
of equipment, if it is needed.

• Electing officers and buying equipment.
• Deciding how money will be kept and 

managed safely.
• Commencing savings activities and 

learning to complete savings passbooks 
and group financial records.

• Learning how to manage giving loans 
from group savings.

• Encouraging members to learn how 
to plan and make budgets for their 
enterprise ideas.

• Commencing lending activities after a 
minimum of  6 months savings activity.

•  Establishing system of health checks 
for the ‘bank’ or savings and credit 
group.

• Consider the kind of rules they may 
adopt. For example who is allowed to 
join, how often they would meet, where 
they would meet, how much saving 
must be brought to each meeting, 
what they will do if someone misses a 
meeting or cannot manage any savings.

Process Refer to ‘Key points to cover’. Plenary 
discussion about why saving is important. 
Encourage participants to share stories 
they know about community savings schemes. 
Brainstorm the principles of savings groups 
and the steps they need to take to set up a 
savings group.

Guidelines 1. Discuss why savings are important. (See 
following diagram.) Lead the discussion to 
cover the relevant points in ‘Key points’
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Exercise 68 (continued)

2.  Ask the participant to give examples of poor 
     people managing to save together and 
     developing institutions such as credit unions 
     or village banks. (See also the stories in the 
     examples on ‘Group savings’ below.)
3.  Brainstorm with the farmers the general 
     principles of savings and credit groups. Lead 
     the discussion to cover the relevant points in 
     ‘Key points’.
4.  Brainstorm with the farmers the steps a 
     group needs to take to set up a savings and 
     credit group. Lead the discussion to cover 
     the relevant point in ‘Key points’.
5.  Ask the farmers about the possibility of 
     starting group savings.  

Side-track • Group savings require careful consideration. 
If the group decides to explore this option, 
then a separate session or meeting just to 
work on this will be needed. It may also be 
advisable to ask someone with specialist 
expertise and experience to help.

• If savings schemes exist in the area, it may 
be helpful to arrange for the farmers to visit 
one or two of the schemes to learn from them. 
They will need to prepare for such a visit. 



 179

Examples of group savings

West Africa:
In the centre of the village is a building made of concrete blocks 
with a door and a window, which can all close safely. There 
are one or two rooms inside with a table, some chairs, a filing 
cabinet and a safe. This is the village bank. Pinned up on the 
wall inside are some big charts with all the rules and regulations 
of the village bank. These include loan policies, interest rates, 
membership rules. There is also a notice board with the minutes 
from the latest meeting of the management committee.

Important features of this village bank are:
• The villagers decided for themselves how their village bank would 

function and they are entirely responsible for it.
• The people running the bank have been trained and have all the 

technical skills needed.
• The village bank is financially independent and is properly managed 

to ensure that income earned from loan interest covers the costs.

The experience in West Africa has shown that village banks can work 
successfully even in remote areas, where there are few economic 
opportunities and where many people are illiterate. It may even work 
best in such areas because although people are poor, they identify 
closely with their villages and are prepared to work together.

East Africa
Groups of 5 to 15 women have been joining together to save money. 
They choose who they want to be with in the group and decide on 
their rules about membership. For example, only one member per 
family; members in the group must all trust each other. The women 
hold regular weekly meetings, which last about 15 to 45 minutes. All 
members must bring a minimum of 5 Rupees to each meeting to add 
to their savings.

The only equipment each group has is a small steel cash box with 
a key, pens, pencils, ruler and file, passbooks for members and 3 
ledgers. They always record members’ savings in the ledger and the 
passbooks at each meeting.
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Examples	of	group	savings	(continued)

They use their accumulated savings as a loan fund to help members 
when they are facing an emergency. These loans never exceed 100 
Rupees and are usually used for medical emergencies. The group sets 
the rules for the loans – usually they have to be repaid quite quickly.
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Linking to markets

A solid market plan is important to a successful farm 
business. Linking farmers to the market is more that just 
knowing where the different markets are, it is also about 
understanding and using market information to reduce risk, 
deciding on products and timing of production, checking 
prices, determining how to best handle the product after 
harvest. A great deal of the profitability in agricultural 
products is determined by how the product is handled after 
harvest. In addition, farmers should also give consideration 
to post-harvest processing. Products sold in their raw state 
fetch lower prices than the same product which has been 
processed.

Exercise 69 - Understanding and using market information
Exercise 70 - Understanding post-harvest management
Exercise 71 - Exploring post-harvest processing options   
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Exercise 69
Understanding and using market information

Objective To understand:
• Why farmers need information and how 

they can use it.
• What the available sources of information 

are.
• How to calculate marketing costs between 

the farmer and the market.
Key question • What does a farmer use market 

information for?
• What are some sources of market 

information?
• What support can a farmer expect from 

an extension worker? 
Key points to cover • Farmers can use market information to:

• Reduce risks associated with marketing 
(the price tells them if it is worth sending 
the product to market).

• Decide where to sell.
• Check on the prices they are getting (and 

check this against quality, packaging and 
how well they are negotiating prices).

• Decide whether or not to store their 
product (it may be more profitable to 
store the product if they think the price 
will increase).

• Decide whether to grow out of season.
• Decide whether to grow different crops 

(market information helps determine if 
different crops are profitable).

• Possible sources of market information 
include:

• Government run market information 
services (free, unbiased, not analysed, 
sometimes hard for more remote 
farmers to obtain).

• Traders (may be biased to pay lower 
prices).
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Exercise 69 (continued)

Key points to cover • Other farmers (may not have accurate 
information, may exaggerate prices).

• Extension workers.
• Marketing boards.
• Agri-processors.

• What farmers can expect from extension 
workers regarding market information:

• Knowledge about the way the marketing 
systems work for different crops and 
advice on the best ways of marketing. 

• Knowledge of the times of radio or TV 
broadcasts of market information.

• Information about possible sources of 
market information.

• Information about local buyers for 
crops, the prices they are paying and 
their terms and conditions

• Information about markets further 
away (e.g. in cities).

• Help with understanding the meaning of 
price broadcasts.

• Organizing visits for farmers to urban 
markets and for marketers to meet 
farmers.

• Information on local prices not covered 
by the regular market information 
systems.

• Help with understanding marketing 
costs and trader margins.

• Help with understanding why prices 
change.

• Advice on how to apply market 
information on crop choices, production 
technologies and production costs in 
relation to market information.

• Information about traders for new crops. 
• Assistance with establishing local market 

information services.
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Exercise 69 (continued)

• Assistance with information and 
demonstrations about packaging, grading 
and other aspects of preparing products 
for market.

Process Plenary brainstorming on the three areas:
• What farmers can use market information 

for.
• What farmers can expect from extension 

workers regarding market information.
• Possible sources of market information.
• In each case lead the discussion to cover 

the relevant points in ‘Key points’. On the 
last issue, ask the farmers to evaluate the 
extension service in providing this kind of 
help and (if needed) make a plan to improve 
it.

Guidelines 1. Ask the farmers what they think can use 
market information for. Lead the discussion 
to the points listed in ‘Key points’.

2. Ask the farmers to identify possible sources 
of information. What kind of information 
can one obtain from each? How reliable it is? 
How relevant is it to them?  Again lead the 
discussion based on ‘Key points to cover’. 

3. Ask the farmers to think about what kind 
of help they could/should get from their 
extension worker. Lead the discussion on 
‘Key points’. For each point, ask the farmers 
to evaluate the extension service they use. 
Can it be improved? In what way? Work with 
the farmers to make a plan to raise these 
issues with their extension worker.  

Sidetrack It may be useful to invite one or two extension 
workers to participate in this exercise. They 
would need to be fully informed about the 
content and the process of the exercise and 
should be asked to bring whatever information 
they can about market information services.
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Exercise 70

Understanding post-harvest management

Objective • To learn appropriate methods of 
harvesting and handling of harvested 
produce intended for sale at the market.

• To understand the difference between 
handling practices for produce destined 
for market and consumption.

Key question • Why is produce intended for the market 
harvested and handled differently from 
produce intended for home consumption?

• Why is it post-harvest management of 
produce important?

• What is the appropriate way to harvest 
and handle produce to be sold at the 
market? 

Key points to cover • Farmers need to ensure that produce they 
send to the market can fetch the best 
possible price. How the produce is harvested, 
handled, packaged and transported all affect 
the condition of the produce, which affects 
the price a buyer is willing to pay. 

• There are three principles the farmer must 
keep in mind at all times when harvesting and 
preparing produce for the market:

• Maintain quality. Good quality results 
in better prices; poor quality results in 
lower prices and sometimes no sale at all.

• Maximize shelf-life. There is often a 
delay between harvest and sale. The 
longer the product can stay fresh after 
harvest, the better the chance the 
farmer has to sell the product.

• Manage the supply of produce to the 
market. The price of a product is affected 
by quantity of that product that is 
available. The greater the quantity, the 
lower the price. Managing how much gets 
to the market helps fetch higher prices. 
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Exercise 70 (continued)

• There are five activities that affect quality, 
shelf-life and supply of produce:

• Harvesting; 
• Handling;
• Storage;
• Packaging;
• Transport.

• To maintain quality and maximize shelf-life 
the following should be considered:

• Harvesting. For each enterprise 
farmers must:
• Determine the best method of 

harvesting. The aim is to ensure 
that the produce is not damaged 
during harvest. Choice of tools, 
equipment and harvest containers 
and the cleanliness of each can 
affect quality.

• Determine the best ‘ripeness’ for 
harvesting. Some products need to 
be harvested ‘under ripe’ so they 
do not rot between harvest and the 
market. Other products have to 
be sufficiently ripe to produce the 
right taste which is an aspect of 
quality.

• Handling. After harvesting, the produce 
must be handled in such a way that as 
little damage as possible is done. Most 
produce needs to be washed to remove 
unwanted matter like dirt and insects. 
Damaged produce (e.g. bruised fruit, 
anything damaged in appearance, all 
foreign matter such as leaves) must be 
removed.

• Storage. After harvesting, produce 
must be kept safe and protected from 
contamination and damage by dirt, heat, 
water, insects and animals.
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Exercise 70 (continued)

• Packaging. The market will determine 
the kind of packaging required for 
each enterprise. Some produce can be 
packed in bulk bags or containers; other 
produce may require more individualized 
packaging.

•  Transport. Whatever the distance 
to the market, the produce must be 
transported in a way that does not 
damage the produce or expose it to 
anything that might contaminate it. 

• To manage supply of produce to the 
market, farmers should evaluate the supply 
situation in the market and the demand 
for their product before harvesting. If 
the produce can be ‘stored-on-the-tree’, 
only the quantity of produce that can be 
sold immediately in the market should be 
harvested. If it must all be harvested, then 
the harvest should be stored and quantities 
taken to the market depending on demand.

Process • Plenary discussion around how harvesting 
and post-harvest management might differ 
depending on whether the produce is for home 
consumption or for the market. Encourage 
those participants who have experience 
with marketing to share their knowledge 
about how producing for the market affects 
harvesting and post-harvest management. 
Lead the discussion to cover the relevant 
points listed in ‘Key points to cover’.

• Explain the three things that farmers selling at 
the market need to keep in mind. Also explain 
the five activities that affect quality and 
shelf-life. For each activity, ask the farmers 
to think about how the activity affects 
quality and shelf-life. Lead the discussion 
to cover the points listed in ‘Key points’.
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Exercise 70 (continued)

Process • Lead a discussion to cover the points concerning 
managing the supply of produce to the market.

Guidelines 1. Explain that when a farmer decides 
to sell his products on the market, 
this affects the way the enterprise is 
harvested and managed after harvest. 

2. Ask the farmers why this is the case. 
Encourage any of the farmers who have sold 
on the market to share their experiences 
particularly as they relate to harvesting and 
post-harvest activities. Lead the discussion 
to cover the first point in ‘Key points’.

3. Explain the three principles the farmer must 
always bear in mind when planning to sell his 
produce on the market. Ask the farmers 
what they understand by these principles and 
why they are important. Lead the discussion 
to the understanding that all three of these 
principles affect the price of the product. 

4. Explain the five activities that affect the 
quality and shelf-life of produce.  Working 
through one activity at a time, ask the 
farmers to think about how each of these 
activities affects quality and shelf-life. 
How should these activities be carried out 
in order to ensure the best possible quality 
and the longest possible shelf-life? Lead the 
discussion to the points given for each activity. 

5. Discuss the issue of managing the supply to 
the market. How does the supply affect the 
market? What can farmers do to manage 
the supply of produce to the market? 
Lead the discussion to the points given. 
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Exercise 71

Exploring post-harvest processing options

Objective • To obtain a basic understanding of post-
harvest processing options.

Key question • What is post-harvest processing?
• What options does a farmer have for 

processing his produce after harvest?
Key points to cover • While produce produced on a farm can be 

sold in its raw form, all produce must at 
some time be processed in some way after 
being harvested. Foods are processed to 
improve their digestibility and to enhance 
their appeal to the consumer. Processing 
also serves to extend the availability 
of foods beyond the area and season 
of production. Processing produce also 
provides for value addition and generating 
additional income.

• There are three stages of post-harvest 
processing.

•	 Primary processing. This refers to the 
immediate post-harvest handling activities. 
For grains this includes drying, threshing 
and shelling. Such operations reduce the 
fibre content and may extend the shelf-
life of the product.

•	 Secondary processing. Usually involves 
some form of alteration of the produce 
from its natural state to facilitate its 
subsequent use. Grains may be cleaned, 
graded, tempered or parboiled, de-hulled 
and polished or split into halves. Many 
grains are also ground, pounded or milled 
and sieved to give various grades of meal 
or flour. Tubers may be peeled, sliced and 
dried. 

•	 Tertiary processing. This involves the 
conversion of uncooked materials into 
products and food combinations for human 
consumption. 
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Exercise 71 (continued)

Process • Plenary discussion to introduce the idea of 
post-harvest processing. Lead the discussion 
to the purpose of post-harvest processing as 
outlined in ‘Key points to cover’. 

• Brainstorm with the farmers about different 
kinds of processing. Lead the discussion to the 
three stages of processing and record their 
ideas accordingly on the board.

• Discuss their current involvement in processing 
and their interest in future involvement.

Guidelines 1. Introduce the idea of post-harvest processing. 
Ask the farmers who have been involved 
in post-harvest processing to share their 
experiences. Encourage the others to 
contribute ideas. Lead the discussion to the 
purpose of post-harvest processing as outlined 
in ‘Key points to cover’. 

2. Prepare the three headings ‘Primary 
processing, Secondary processing, Tertiary 
processing’ for the board, but ‘do not’ put them 
on the board yet.

3. Brainstorm with the farmers about different 
kinds of processing. Ask them to write their 
ideas on cards and put them on the board. 
Lead the discussion to the three stages of 
processing and the points included in ‘Key 
points to cover’. 

4. Now put the three headings on the board and 
reorganize the cards placed by the farmers 
under the three headings. 

5. Ask the farmers which level of processing 
they are involved in now. Ask for specific 
examples (e.g. threshing, milling, drying, 
canning).

6. Ask the farmers which level of processing 
they would like to be involved in. Ask for 
specific examples.  

Side-track The facilitator may want to arrange a visit to a 
nearby processor such as a miller or drier.
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Contract farming

Once a farmer understands the concept of contract 
farming and the elements of a farm contract, it is helpful 
to actually visit a buyer to explore first-hand the possibility 
of this marketing option. During such a visit, farmers can 
learn what kind of market it is, where it is located, what 
products can be sold, the amount demanded, the quality 
required, the marketing costs and the prices that they can 
get. After a farm visit, farmers can then consider whether 
or not they want to use contract farming for one or more 
of their enterprises. .

Exercise 72 - Understanding contract farming
Exercise 73 - Preparing a farming contract
Exercise 74 - Preparing to visit a buyer 
                      for a farming contract
Exercise 75 - Report back on a visit to a buyer 
                      for a farming contract
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Exercise 72
Understanding contract farming

Objective • To understand contract farming. 
• To understand contract farming contracts.

Key question • What is contract farming?
• What are the advantages of contract 

farming?
• What are the challenges of contract 

farming?
• What can be done to overcome challenges 

in contract farming and how can they be 
overcome?

Key points to cover • Contract farming is when individuals or a 
group of farmers come into formal (written) 
or informal (verbal) arrangements for 
marketing their products with buyers.

• Some of the advantages of contract farming 
include:

• It can encourage small-scale producers 
to diversify into new enterprises.

• It can lead to improved production inputs 
that are provided by the contractors.

• It may help farmers get credit.
• Potential buyers can provide extension.
• The agreed price assures farmers 

of what to expect when they deliver 
produce to the buyer.

• It offers opportunities to reach markets 
that are very far away, including export 
markets.

• It can help farmers learn new production 
methods and technical skills. This will 
improve productivity and profitability.

• Some of the challenges of contract farming 
include:

• Changes in the weather, pests and 
diseases might make it difficult for 
farmers to supply the amount and quality 
of output agreed in the contract
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Exercise 72 (continued)

• If the contract requires more capital-
intensive production, the farmer may 
be required to borrow money to buy 
equipment and implements.

• An individual farmer may find it difficult 
to supply the quantity required by the 
buyers on his or her own and may not 
find other farmers to join him.

• Producing under a contract means that 
farmers are not free to run their farms 
as they want. They must farm according 
to the terms of the contract. They lose 
some control over what they do on their 
farms.

• The farmers might not be able to sell 
all their produce if it does not meet the 
quality standards set in the contract.

• Farmers might find it difficult to bargain 
for the reasonable price.

• Farmers can overcome the obstacles of 
contract farming by working together:

• Small-scale farmers can work together 
in order to increase their power to 
negotiate the terms of the contract.

• Farmers can work together to supply 
larger quantities of produce. This is 
likely to attract the interest of a buyer.

• Groups of farmers are likely to find 
it easier to share the machinery for 
production, reducing the need to borrow.

• Farmer groups are more likely to get 
grants and loans than individual farmers.

• Farmer groups can help farmers in the 
group if they are struggling to keep up 
with the terms of the contract. They 
can also put pressure on one another in 
the group to deliver according to the 
contract.
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Exercise 72 (continued)

Process Refer to ‘Key points to cover’. Plenary discussion 
around the following aspects of contract 
farming:
• What is contract farming?
• The advantages of contract farming.
• The challenges of contract farming.
• Overcoming the obstacles of contract 

farming by working in groups.
• Things to look for in contract farming.

Guidelines 1. Ask participants what they understand by 
contract farming.  

2. Ask if any of the participants have ever 
engaged in contract farming. What has been 
their experience? What type of product 
was on contract? What were the benefits? 
What difficulties were faced?

3. Ask participants to identify the advantages 
of contract farming. Lead the discussion to 
cover the advantages of contract farming 
listed in ‘Key points’. 

4. Ask participants to identify disadvantages 
of contract farming. Lead the discussion 
to cover the disadvantages of contract 
farming listed in ‘Key points’. 

5. Ask the farmers what they can do to 
overcome challenges faced in contract 
farming. Lead the discussion to cover the 
points for overcoming challenges listed in 
‘Key points’.

6. Ask participants if they are interested 
in contract farming. Why? Encourage 
discussion. 

7. Ask participants if there are possibilities 
of contract farming for their enterprises. 
Encourage discussion.
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Exercise 73

Preparing a farming contract 

Objective • To understand the elements of a contract.
• To learn how to examine a contract carefully. 

Key question • What are the main elements of a farming 
contract?

• What are the strengths and weaknesses 
of a farming contract? 

• What makes a farming contract good for a 
farmer?

• How do I know if I should sign a contract?
• What type of information is needed to 

negotiate effectively?
Key points to cover • Basic elements (see also following box):

• Contract duration;
• Quality standards;
• Production limits;
• Cultivation practices;
• Product delivery arrangements:
•  Pricing arrangements;
• Payment procedures;
• Insurance arrangements;
• Arbitration terms.

(See the following box for details.)
• Differences between contracts for grain 

and contracts for fresh produce:
• Grain can be stored and transported 

easily. It is not easily damaged. It is 
easy to handle and package. 

• Fresh produce can be easily damaged or 
spoiled due to rotting. Fresh produce 
needs special packaging and handling. 
A contract for fresh produce includes
• Packaging requirements;
• Quality requirements;
• Transport requirement;
• Storage requirements.

Process Plenary discussion on what to look for in a 
contract. Lead the discussion to include at 
least the points given in ‘Key points to cover’..
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Exercise 73 (continued)

Process Teams review the example contract to 
identify its strengths and weaknesses. Teams 
share findings with the plenary to determine 
if the contact is good for the farmer. Would 
they be willing to sign such a contract? Lead 
the discussion to the point that the contract 
is not good for the farmer. See the evaluation 
of the contract Discuss how a contract for 
fresh produce might differ from a contact for 
a grain crop. Lead the discussion to the relevant 
points in ‘Key points to cover’.

Guidelines 1. Ask participants what things they should look 
for when negotiating a contract. What should 
be in the contract? Lead the discussion to 
include the points given in ‘Key points to 
cover’. Be sure they are written on the board.

2. Go through ‘The elements of a farming 
contract’ with the farmers. 

3. Now organize the farmers into teams of 2-3. 
Give each participant a copy of the contract 
provided. (See example ‘Agreement for 
contract farming of maize’.)

4. Ask the teams to read and study the example 
contract and to identify the strengths and 
weaknesses in the contract to both parties.

5. When the teams have finished, ask each team 
to share their evaluations. Write them on the 
board. Compare and discuss their answers. 

6. Ask the farmers if they feel this contract is 
good for the farmer. Would they be happy to 
sign the contract? If yes, why? If not, how 
would they make it better for the farmers? 
Lead the discussion to the point that the 
farmers understand that the farmers do not 
have enough protection under this contract. 
The weaknesses show all the areas that need 
to be changed to protect the farmers. 
(See the box ‘Some of the strengths and 
weaknesses of the example contract’ below.)
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The elements of a farming contract

Components Description
Contract 
duration

How long the contract will last. It is usually 
from the date of signing the contract to date 
of delivery of the products and payment

Quality 
standards

What are the quality requirements; for 
example size, colour, moisture content, grade

Production 
limits

How much must be produced and delivered by 
the farmer to the buyer; for example 5 ha 
per farmer or 5 tonnes per farmer

Cultivation 
practices

How the product will be produced, for 
example use of manure only, organic farming, 
not using certain pesticides, hand harvested

Product delivery 
arrangements

Where, when and how the product should 
be delivered; for example specific locations, 
time, mode of transport, packaging

Pricing 
arrangements

What price will be paid and under what 
conditions; for example price based on quality 
and price based on quantity

Payment 
procedures

How and when the farmer will be paid by the 
buyer; for example cash on delivery, payment 
after some days or months, paid by cheque

Insurance 
arrangements

How the product is insured against things like 
fire, hailstorms, damage in transport

Arbitration 
terms

Rules for settling disagreements between 
farmers and buyers. This usually includes 
where to report the issue

Exercise 73 (continued)

Guidelines 7. Ask the farmers how a contract for fresh 
    produce like tomato or banana would be 
    different from the example contract for 
     maize. What will be the main differences?   
     Lead the discussion to cover the relevant 
     points in ‘Key points’.
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Example 
Agreement for contract farming of maize

Company A offers to buy grain maize from farmer group FG. The 
conditions under which the crop will be grown and sold are outlined 
below. 

Farmer group FG will plant no more than a total of 100 hectares for 
maize.  All crop production activities must be followed in accordance 
with Company A recommendations and instructions.

Company A guarantees to buy all grain maize produced from the 
allocated limit. Buying will be at designated locations and buying slips 
will be issued immediately after.
 
1. Buying will be at designated locations and buying slips will be 

issued immediately after purchase.
2. All maize fields must be effectively fenced against animals.
3. All necessary seed, chemicals and fertilizer will be supplied and 

charged to the farmers. Payment for pre-sowing cultivation 
charges may be advanced.

4. The pricing formula for grain purchase at 14.5 per cent moisture 
level will be as follows:

(a) Production up to 3 500 kg/ha = 20 Ksh/kg
(b) Production from 3 501 to 4 000 kg/ha = 21 Ksh/kg
(c) Production from 4 001 kg/ha and over = 22 Ksh/kg

5. Farmers are not allowed to sell maize covered under this 
agreement, either on the cob or in grain form, to any other 
buyer without the written consent of Company A. Any breach 
of this agreement will result in farmers giving up their contract.

6. Bags will be supplied by Company A, and will retain ownership 
of the bags. Any loss of bags will be debited to the farmers’ 
account.

7. Farmers will be paid when their crops have been harvested and 
sold to Company A and all outstanding crop advances have been 
deducted.
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Example
Agreement	for	contract	farming	of	maize	(continued)

If you wish to grow maize on the above terms and conditions, please 
complete this form and return it to Company A’s office before .......... 
............... so that we may reserve your quota of ........... hectares. 

Signed on ........ / ......... /20 ....
              (Day) (Month) (Year)
___________________________                   _________________
Company                                                          Farmer
Manager Representative                                (Farm No ______ )

Some of the strengths and weaknesses of the example contract

Strengths 
• The farmer and the 

buyer both know how 
much land will be 
planted to maize.

• The price is clear.
• The farmers will 

be given production 
advice.

• The supply of inputs is 
clear.

• There is finance for 
the supply of inputs 
and other activities.

• Product quality is clear.

Weaknesses
• The contract does not say 

what will happen if there is 
hail, drought, flooding or other 
‘Acts of God’ that reduce yield 
or quality.

• The contract does not say what 
will happen if the buyer or 
farmer does not meet part of 
the contract.

• The contract does not say what 
the terms of payment are. Is it 
cash on delivery? Is it payment 
after some days or months?

• The contract is not clear about 
the duration of the contact.

• The price of inputs is not clear.
• The contract is not clear 

about who is responsible for 
transporting maize to the 
designated locations.
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Exercise 74
Preparing to visit a buyer for a farming contract 

Objective • To prepare for a visit to a buyer to 
discuss a farming contract.

• To learn directly from buyers about 
contract marketing.

Key question • What do I need to ask a buyer in 
preparation for agreeing to a contract?

Key points to cover • The following questions will be helpful when 
visiting a potential market:

• What kind of market is it?
• Where is the market located?
• What products can I sell?
• How much of my product can I sell 

(quantity)?
• When must I deliver the product?
• What quality standards are required?  
• What are the packaging requirements? 
• What other requirements are there?
• What are the marketing costs involved? 
• What prices can I expect to get for my 

products? 
• How is payment made?
• What other information do I need to 

know?
• Is it a written or verbal contract?

Process Explain to teams of 3-5 they will each be visiting 
two buyers to discuss with them about possible 
marketing contracts. Review the questions 
listed in ‘Key points to cover’. The teams prepare 
for the interviews by reviewing the questions 
and assigning them to the team members. 
Thereafter they go to the market to interview 
their assigned buyers.  

Guidelines 1. Organize the farmers into teams of 3-5. 
2. Explain that the purpose of this exercise is 

to help them prepare for a visit to buyers 
to learn directly from them about contract 
marketing. 



 201
Exercise 74 (continued)

Guidelines 3.  Explain that each team will interview two 
     buyers to get information about the market. 
     Each buyer will be for a different product.
4.  Assign the teams to buyers. 
5.  Review the questions listed in ‘Key points to 
     cover.
6.  Ask them to go over the questions listed in  
     ‘Key points’ and decide who is going to ask 
     the questions. Is there any additional 
     information they want to get? 
7.  When the teams are ready, send them to the 
     market to do their investigations. 
8.  Set a date and time for their report back

Side-track Before doing this exercise, the facilitator will 
need to identify a number of buyers who can 
talk to the FBS participants about market 
contracts. To do this the facilitator will need 
to visit different markets to meet buyers. 
During these visits the facilitator will need to 
learn enough about the buyers so he can decide 
which ones to send the participants to visit. The 
facilitator will also need to decide what products 
to investigate.
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Exercise 75
Report back on visit to a buyer for a farming contract

Objective • To share learning from the interviews 
held with buyers about farming contracts.

Key question • Which of the buyers offer a fair deal to 
farmers?

• Which buyer should I make a contract 
with?

Key points to cover • Questions listed in Exercise 74.
Process Plenary discussion around the concept of Teams 

assigned in Exercise 74 report the results 
of their interviews. The teams compare the 
different buyers based on the responses to 
each of the questions in ‘Key points to cover’. 
Lead the discussions to identifying which of the 
buyers offer a fair (or the best) contract.

Guidelines 1. When the teams have returned from the 
market, give them time to go over their 
information and to prepare for a presentation 
to the rest of the FBS.

2. While the team are preparing, list the names 
of the buyers you have identified on your 
white/black board using a table similar to the 
one below.

Market contracts Buyer1 Buyer2 Buyer3 Buyer4
Market
Location
Quantity needed
Timing requirements
Quality standards, packaging
Other requirements
Marketing costs
Market prices
How payment is made
Other information
Contract type (written/verbal)
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Exercise 75 (continued)

Guidelines 3.  When the teams are ready, ask each team to 
       report to the rest of the farmers. Encourage 
     discussion and questions.
4.  Ask the farmers to compare the different 
     buyers. Encourage discussion. Which offers 
     the best marketing option? Why? The 
     farmers should also look at the type of 
     linkages  the market requires. Some 
     marketing outlets may want supply of the 
     product throughout the year (yearly). Some  
     may want seasonal supply. Some may want a 
     once off supply. 
5.  After finishing the assessment, ask the 
     farmers which of the buyers they would like 
    to invite to the FBS. Encourage discussion.  
    Agree on a list. Explain that it may not be 
    possible to get them all to come and that it 
    may be necessary to invite other buyers as 
    well. Also explain that because buyers are  
    often competitors, they may not want to  
    come to the FBS at the same time. It may 
    take a few meetings to get through all of the 
    buyers.
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Producing safe farm products

It important to make sure that the products produced by the 
farm business are safe for human consumption. There are 
standards for ‘safe food’ which the farmer must meet. The 
World Health Organization of the United Nations  (WHO) 
has set some international standards for food safety. The 
basic principle is that farmers should ensure that the food 
they produce will not cause harm to the consumer when 
it is prepared and/or eaten according to its intended use. 
Farmers need to consider the kinds of seeds, rootstock 
and animal stock they will use, what chemicals they will use, 
how they will harvest, and how they will handle and store 
harvested products. Farmers will need to balance safety 
standards with profits.

Exercise 76 - Producing safe farm products profitably   



 205
Exercise 76

Producing	safe	farm	products	profitably

Objective • To understand how to profitably produce 
farm products that are safe for human 
consumption.

Key question • What is meant by ‘safe farm products’?
• What is required to produce safe farm 

products?
Key points to cover • Safe farm products refer to agricultural 

products (food and fibre) that are free 
from additives, contaminants, toxins or 
disease-causing organisms.

• Food is a main product of most farms. Food 
safety is defined by the World Health 
Organization (WHO) as the assurance 
that the food will not cause harm to the 
consumer when it is prepared and/or eaten 
according to its intended use.

• Harmful things can be introduced to the 
product anywhere along the value chain – 
during production, harvest, post-harvest 
operations and marketing. Therefore it is 
necessary steps be taken at every stage 
to ensure that the products produced on 
a farm and sold or used by humans is safe 
for them to eat or use.

• Farmers make many decisions that affect 
the safety of the products they produce. 
They choose:

• The kinds of seeds, rootstock and 
animal stock they will use;

• What chemicals they will use;
• How they will harvest;
• How they will handle and store 

harvested products.
• Each of these affects the safety of 

the product. 
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Exercise 76 (continued)

Key points to cover • Good farming practices can contribute a 
great deal to producing safe agricultural 
products. There are five areas to manage; 
in each case the issue is to reduce the 
presence of harmful chemicals and 
organisms.

• Soil. What is in the soil? What is being 
put in the soil? How is the soil affected 
by nearby land use (e.g. run-off from a 
cattle enclosure)?

• Water. What is in the water? What is 
being put in the water? What is the 
source of water being used? What 
feeds into the water source (e.g. run-
off from polluted soil)?

• Pest and weed control. What control 
measures are being used (e.g. natural/
biological, chemical)? What effect 
do these have on the safety of the 
product? 

• Harvesting. How clean are the tools 
and equipment used for harvesting? 
How clean are the workers who handle 
the harvest?

• Post-harvest. How is the product 
cleaned? How clean are the tools and 
equipment used? How clean are the 
workers who handle the product? 
What environmental controls are in 
place to limit the growth of harmful 
organisms?

In each case farmers need to examine their 
current situation and their options. But in 
each case, the options must also be weighed 
up against the costs and potential impact on 
profits.
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Exercise 76 (continued)

Process Plenary discussion on the concept of safe farm 
products. Lead the discussion to cover the 
definition of safe food and the factors that 
affect it. Discuss using good farming practice 
as a means to producing safe farm products. 
Lead the discussion to cover farming practices 
related to soil, water, pest and weed control, 
harvesting and post-harvest. Participants 
to examine their current practices and the 
possible options to increase the safety of 
their products. How will these options affect 
their profits? Where is the balance?

Guidelines 1. Explain the concept of ‘safe farm products’ 
and why it is important. 

2. Ask the farmers to identify the kinds of 
decisions they make that might affect the 
safety of their farm products. Write their 
ideas on the board. Lead the discussion to 
cover the four main decision areas outlined 
in ‘Key points to cover’.

3. Ask the farmers to think about when 
harmful chemicals and organisms can be 
introduced into the farm product in the 
‘farm-to-market’ process. Write their 
ideas on the board. Lead the discussion to 
cover the five areas to manage (soil, water, 
weed and pest control, harvesting, post-
harvest) as outlined in ‘Key points’.

4. Organize the farmers into groups of 2-3. 
Ask each group to examine their current 
situation and practices for each of the 
five areas to manage. They should start 
by drawing a map of their farms and 
identifying land use around them. (See 
the example ‘Map of land use on and near 
the farm’ provided below.) For each of the 
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Exercise 76 (continued)

areas of management, they should answer 
the questions shown in ‘Key points’. 
Answers should be based on their actual 
situation. As much as possible, they 
should record their answers on the map. 
Each group presents their results and maps. 

5. Encourage  discussion. What are the most 
  common ways that harmful chemicals or 
  organisms can be introduced into their 
  farm products? What can be done to 
   improve this? How will this improvement 
  affect profits? Where is the balance 
     between profits and less risk for safe 
     farm products? 

Example map of land use on and near the farm
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Partnerships among producers

Sometimes small-scale farmers cannot compete with other 
producers and players in the agricultural value chain. In such 
cases, they may want to consider joining forces with other 
farmers to improve their ability to compete and succeed. 
One of the most viable ways to work together is through 
group or collective marketing. 

Exercise 77 - Group marketing
Exercise 78 - Organizing for collective marketing
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Exercise 77
Group Marketing  

Objective • To understand the concept of group 
marketing.

• To understand the advantages and 
disadvantages of group marketing.

• To develop guidelines on how best to do 
group marketing.

Key question • What is group marketing?
• What are the advantages and 

disadvantages of group marketing?
• How can farmers arrange for group 

marketing?
Key points to cover 1. The points to cover are based on the 

story of Sarah, Sam, Mary, Victor and 
David.  See ‘Story for group (collective) 
marketing’ in the box following this 
exercise. Some of the main points are:
a) Sarah actually visited the buyer in the 
city and negotiated directly with him.
b) The four farmers had a written 
contract among themselves.
c) The four farmers had a written 
contract between themselves and the 
buyer.
d) Sarah had a verbal contract between 
herself and the transport.

2. Some of the things that could have gone 
wrong:
a) Without a contract with the buyer, 
specially written contracts, the buyer 
would have been able to lower the price 
when they delivered.
b) Without a contract among them, they 
might have disagreed on something and 
they would have no way to solve it.
c) They were lucky with the transport 
contract. It should have been in writing. He 
could have suddenly increased the price.
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Exercise 77 (continued)

Key points to cover 3.  One disadvantage is that once the    
     contract is signed, the price is fixed. If 
     they found a better price later, they 
     would not be able to take it.
4.  Advantages and disadvantages of 
     collective marketing.

Advantages

• Increases 
bargaining power

• Improves 
economies of 
scale

• Lowers 
transaction 
costs

• Better prices
• Combined small 

surplus can 
access transport 
to the market

• The smallest 
producer can 
sell at the 
same price as 
international 
marketing 
networks

• Sharing risk
• Encourages 

innovation

Disadvantages

• Possibility 
of over-
centralisation

• Levies and fees 
for the group

• Loss of individual 
flexibility

• Exploitation of 
weaker members

• Forced to accept 
prices of the 
group

Process Ask participants who have participated 
in group marketing to share their 
experience. Read/Tell the story presented 
in the box below to the farmers and 
discuss the answers to the following 
questions:
1. What did the Extension Worker suggest 

to Sarah?
2. What opportunities did Sarah and Mary 

discover in the city? 
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Exercise 77 (continued) 

Process 3.  Which opportunity did they choose?
4.  What price could Sarah get for her 
     maize at the local market? What price could   
     Sarah get for her maize at the market in 
     the city?What were the conditions for      
     getting the price in the city? What costs 
     would she have if she sold her maize in the 
     city?
5.  What did she have to do to meet the 
     conditions?
6.  What contracts did Sarah write out?
7.  How did things work out?
8. What was the difference in profit that 
     Sarah and her partners got by selling in 
     the city? 
9. What decision did the four farmers 
      make  about collective farming in the future?
10. Teams of 3-5 to review the story to 
      identify the main points.

Guidelines 1. Ask the farmers if they have been a 
part of a collective marketing scheme 
or if they know of one. What was the 
experience? What were the benefits? 
What were the pitfalls? Read the story.

2. Ask: What did the Extension Worker 
suggest to Sarah?

Answer: The Extension Worker 
suggested collective marketing

3. Ask: What opportunities did Sarah and 
Mary discover in the city?  

Answer:They could get a better price 
for their rice in the city than in the 
local market.  They could get a better 
price for their maize if they brought 
enough maize to one location, the 
buyer would be willing to send a truck. 
They could get a better price if they 
all grew the same variety of beans and 
weighed and packaged them uniformly.
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Exercise 77 (continued) 

5.  Ask: Which opportunity did they 
     choose?

Answer: They decided to start with 
maize.

6.  Ask: What price could Sarah get for her 
     maize at the local market? 

Answer:  USh250 per kg
7.  Ask: What price could Sarah get for her  
     maize at the market in the city? 

Answer:  USh310 per kg
8.  Ask: What were the conditions for 
     getting the price in the city?

Answer:  She would have to deliver 
at least 1 200 kg of maize

9.  Ask: What costs would she have if she 
     sold her maize in the city? 

Answer:  She would have the 
additional cost of R30 per kg for 
transport

10.  Ask: What did she have to do to meet 
       the conditions?

Answer:  She had to organize with 
other farmers to make up the 1 200 
kg needed. She also had to arrange 
for transport.

11.  Ask: What contracts did Sarah write 
      out?

Answer:  Four other farmers joined 
her. They each put in 300 kg. Sarah 
wrote out a contract between 
herself and the other farmers. They 
all signed it. She also wrote out a 
contract between the group and the 
buyer. This was also signed.

12.  Ask: How did things work out?
Answer:  It worked out well. All of 
the farmers delivered 300 kg to 
Sarah. The transport delivered 
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Exercise 77 (continued) 

the maize. Sarah was paid for the 
whole amount. Each of the farmers 
was paid according to the contract. 
And each of Sarah’s partners paid 
her USh1 000 for her transport and 
effort. 

13.   Ask: What was the difference in profit 
       that Sarah and her partners got by 
       selling in the city?  

Answer:  They were paid USh310 per 
kg for their maize. They had to pay 
USh30 per kg for transport. That 
means they received USh280 per kg. 
That was USh30 more per kg than if 
they sold it on the local market. 

Sarah’s partners paid an extra USh3.33 
per kg to Sarah. So they each ended 
up with USh83 000 instead of USh75 
000. Sarah ended up with USh87 000 
instead of USh75 000.

14.  Ask: What decision did the four  
      farmers make about collective farming 
      in the future?

Answer:  They agreed to talk about 
collective marketing for their rice 
and beans. 

15.  Again organize teams of 3-5 and ask 
      each team to review the story. Ask 
      them to identify the important parts 
      of the story that made the collective 
      marketing work. 
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Exercise 77 (continued) 

16.  Ask each one to share what they 
      identified. For each point, encourage 
      discussion. Why is this important? 
      What would happen if they did not do 
       this? What disadvantages were there 
       in this collective marketing 
       arrangement?
17.   When all the ideas have been shared, 
        ask the teams to brainstorm the 
        advantages and disadvantage of 
        collective marketing. 
18.   When the teams are done, ask each 
        team in turn to present their results. 
        Write them on the board. Encourage 
        discussion. Is this really an advantage? 
        Is this really a disadvantage? 
19.    Lead the discussion to cover the  
        relevant points in “Key points to 
        cover”.

Side-track This session is based on the story presented in 
the box below. Read it carefully so that it can 
be told almost from memory. The facilitator 
may want to ask one or two participants to 
read the story to the farmers. If so, they 
should to practice it before the exercise.
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Story	for	group	(collective)	marketing

Sarah, Sam, Mary, Victor and David are farmers who live near 
each other. They each have a small farm of about 5 ha. They use 
their farms to feed their families and to generate income. 

Sarah’s husband recently died and she has taken over the family 
farm. She has always worried that the farm did not bring in enough 
income. This forced her to do piece work in the nearby town. Now 
that her husband had passed, it was harder for her to be away 
from her children. She needed to find a way to make more money 
from her farm. 

The first thing Sarah did was to contact the ‘Extension worker in 
her area’. He helped her improve her production programme. This 
did bring her more income, but she wondered if there was some 
way to improve income again. 

She talked to the extension worker again. This time he suggested 
that she talk to some of the other farmers about collective 
marketing. Sarah asked: What is collective marketing? He said it 
is when a group of farmers market and sell their crops together 
to the same buyer. When they have more to sell, they have more 
power in the market. It can help to access new markets. 

Sarah was not convinced. But she visited her friend Mary and 
talked with her about it. Mary had heard of collective marketing 
before. She heard that you could make more money with collective 
marketing, but she had never tried it. They decided to go to ask 
the extension worker to go with them to the city to see what they 
could learn.

Sarah, Mary and the extension worker travelled to the city. They 
went to the market. They spoke to several buyers. They found 
out that they could get a better price for their rice in the city 
than they could in the local market. They also found out that they 
could get a better price for their maize if they brought enough 
maize to one location, the buyer would be willing to send a truck.
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Story	for	group	(collective)	marketing	(continued)

He was not willing to go from farm to farm. And they learned that 
they would get a better price if they all grew the same variety of 
beans and weighed and packaged them uniformly. 

They returned home and decided to call a meeting. Sarah and Mary 
were there. Sam, Victor and David also attended. Mary explained 
to the group that if they sold their maize on the local market, 
they could get USh250 per kg. But if they sold their maize in the 
city they could USh310 per kg. The cost of transport to get the 
product to the city was USh30 per kg if they sent 1.2 tons in one 
truck. 

David said he could not send 1.2 tons. He did not have that much 
to sell. Victor said the same thing. Mary explained that that was 
the whole point. She asked each farmer how much he or she could 
send. They each said they could send between 200 and 300kg 
each. That meant that they had between 1 000 and 1 250 kg to 
send. Sarah said this was very good. She asked if they would all 
like to join in the collective marketing. 

Everyone but David was willing to join the collective marketing 
plan. Sarah said that meant that Sarah, Mary, Victor and Sam 
would have to market 300 kg each. They all agreed. David made 
his apologies and left. Sarah, Mary, Victor and Sam agreed that 
Sarah should go back to the buyer in the city and organize the 
contract on their behalf. They got an exercise book and wrote 
out a short agreement that said they would each deliver 300 kg of 
maize to Sarah’s farm with the first harvest. Sarah would arrange 
for the transport. They would each pay USh9 000 to pay for the 
transport. They all signed the agreement. 

Sarah made all the arrangements. She got a contract for 1 200 kg 
of maize at USh310 per kg. She organized the transport as agreed. 
When the harvest started, each Sarah, Mary, Victor and Sam 
each delivered 300 kg and paid USh9 000. The transport arrived 
and Mary went with the crop to the buyer. It was delivered and 
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Story	for	group	(collective)	marketing	(continued)

she was paid USh372 000 in a cheque. She immediately took the 
cheque to the bank and deposited it into her account. 

When she got home, she told the others that everything had 
worked out well. She showed them the receipts and the bank 
deposit slips. She said as soon as the cheque cleared the bank, 
they would all get their money. 

Two weeks later, the cheque cleared the bank. They went to the 
bank to get their cash. Each one was to receive USh93 000. But 
before they took their money, Mary, Sam and Victor told Sarah 
that they did not think the final payment was fair to Sarah. She 
did all the work and had to pay for trips to the city. So they each 
agreed to pay her USh1 000. Sarah was very happy with that and 
thanked them. Then they withdrew their money and went home to 
tell their families the good news. They agreed to meet the following 
week to discuss collective marketing for their rice and beans.
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Exercise 78

Organizing for collective marketing

Objective • To develop guidelines on how best to do 
group marketing.

Key question • How can farmers arrange for group 
marketing?

Key points to cover • Collective marketing is more than a group of 
farmers just getting together to sell their 
products together. It requires some planning 
and organization.

• Some key questions and possible answers to 
consider when organizing group marketing: 

• What are the criteria to become a 
member of the scheme?
• Live within (some distance) of each 

other.
• Must have the authority to sign on 

behalf of the farm.
• Must be certified organic farmers.
• Must not farm more than (some 

number) of hectares.
• Must not be a member of another 

collective marketing scheme.
• Women only? Youth only?

• What should each member contribute to 
the scheme?
• An amount of money (fee) each year.
• At least (some number) hours a week. 

helping with the work of the scheme
• What services should the scheme 

provide to the members?
• Marketing of products.
• Value-adding.
• Collective input buying.

• How should the group be managed?
• Elected management committee.
• Appointed manager.
• Voluntary management.
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Exercise 78 (continued)

Key points to cover • How should the scheme be financed?
• Membership fees.
• Percentage of the profits on higher 

market price.
• Percentage of the profits on the 

lower input prices.
Process Plenary explanation that the purpose of this 

exercise is to explore organizing for collective 
marketing. Groups of 3-5 discuss and answer 
the 5 questions listed in ‘Key points to cover’. 
Groups report their results to the plenary. Lead 
the discussion to agreement on the answers 
to each question explaining that these will be 
guidelines for the farmers if and when they 
form collective marketing groups. Ask them if 
they are interested in organizing for collective 
marketing.

Guidelines 1. Explain that the aim of the exercise is to 
organize for collective marketing. Collective 
marketing is more than just getting together 
to sell their products. It involves a good deal 
of organization and planning.

2. Teams of 3-5 discuss and agree on answers 
to the following questions from ‘Key points’.

• What are the criteria to become a 
member of the scheme?

• What should each member contribute to 
the scheme?

• What services should the scheme 
provide to the members?

• How should the group be managed?
• How should the scheme be financed?

3. Teams share their answers. Work on one 
question at a time. Encourage discussion. Are 
these ideas acceptable? Lead the discussion 
to agreement on the answers to each question. 
Use the ‘answers’ given in ‘Key points as a 
guide.
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Exercise 78 (continued)

4.  Explain that these will be guidelines for the   
     participant when they form collective .   
     marketing groups. 
5.   Ask them if they are interested in organizing  
     for collective marketing. If, yes, they make a 
     plan to start the process.

Side-track If the farmers are interested in organizing 
group marketing, it may be helpful to invite an 
extension worker to meet with them to start 
the process.
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Partnerships along the value chain

This topic is covered by seven exercises that are interlinked. 
The exercises begin by helping farmers identify and 
describe the value chain to which they belong. Next the 
farmers name the various actors in their value chain and 
establish criteria for evaluating partners. After an initial 
evaluation is conducted and potential partners have been 
selected, they are invited to the farm business school for a 
panel discussion. This is followed by choosing certain value 
chain partners to begin negotiating with and finally a brief 
plan is developed to select a potential partner.

To prepare for the visit exercise, the facilitator will need to 
contact the actors (businesses) in the value chain that the 
farmers identified as good potential partners  (Exercise 81) 
and make arrangements for the visit. The actors will need 
to know the purpose of the visit and agree on a date and 
time for the visit. They should be informed that the FBS 
farmers are looking for potential business partners in the 
value chain. If they are not interested, then they should 
probably not be visited or invited to the panel discussion. 
It will be helpful if the actor helps prepare the programme 
for the visit.
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Similarly, to prepare for the panel discussion, the facilitator 
will need to visit the identified actors and arrange a date 
and time for them to visit the school and participate in the 
panel discussion. Each panel member will need to be briefed 
as to the purpose of the panel discussion. They should each 
be asked to present a 5-10 minute story about themselves 
and the business they are managing and how it fits into the 
value chain, what value they add, and where the product goes 
after it has come through their business. Thereafter they 
should be prepared to answer questions. They should also 
be advised that the FBS farmers are looking for partners 
in the value chain.

Exercise 79 – My value chain
Exercise 80 – Identifying partners in the value chain
Exercise 81 – Evaluating actors in the value chain 
                      as potential partners
Exercise 82 – Visiting potential partners
                       in the value chain
Exercise 83 – Panel discussion with partners 
                      in the value chain
Exercise 84 – Choosing partners in the value chain
Exercise 85 – Developing partnerships 
                      in the value chain 
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Exercise 79
My value chain

Objective • To understand what is a value chain. 
• To understand where I fit in my value 

chain.
Key question • What is a value chain?

• What are the functions of a value chain?
• Who are the actors in a value chain?
• Where do I fit in the value chain?

Key points to cover • The farmer is one part of a system of 
products, organizations, processes and 
transactions involved in transforming raw 
materials into products that are sold and 
consumed. 

• This system is called a value chain. It consists 
of all the actors involved in linking production 
to final consumption including input suppliers, 
processors, service providers and buyers to 
name a few. 

• The functions of value chain actors include:
• Primary production
• Collection
• Processing
• Wholesaling
• Retailing
• Input supply
• Financial services
• Transport 
• Packaging
• Promoting
• Advisory services

Process Plenary brainstorming about value chains. Ask 
the farmers to share what they know about what 
happens to their products after harvest and 
after they are sold at the market. Using cards 
for ‘Actors’ and ‘Functions’, develop a picture 
(on the wall or on the ground) that shows the 
value chain. Lead the discussion to identify the 
different actors in a value chain, what each one
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Exercise 79 (continued)

Process does and how that adds value to the product. 
Where is the farmer in the chain? Where is the 
consumer? How many actors and functions are 
in between the farmer and the consumer? How 
much value is added along the chain between 
the farmer and the consumer? Who gets this 
money? Open the door to discussion in another 
exercise about how the farmer can share in 
some of the value added along the chain.

Guidelines 1. Set up the table shown below.
VALUE CHAIN

Actor Function How it adds value

2. Distribute marking pens and cards to one 
(or more) of the farmers to help record 
the results of this exercise. Ask the 
farmers to explain what happens to their 
products after they leave the farm and 
after they are sold at the market (e.g. 
milling). As they explain what happens, ask 
the farmer(s) with the cards and pens to 
write the answers on their cards/papers 
while you write these down under the 
heading ‘function’. It does not matter what 
order they are in. Lead the discussion so 
all of the functions in ‘Key points to cover’ 
are listed. 

3. Go over the list one by one. Ask the farmers 
how each function adds value (e.g. easier to 
cook). As they explain how each function 
adds value, write a summary under ‘How it 
adds value’. Encourage discussion. Why is it 
important? What does it do to the price of 
the product? What does it do the cost of the 
product?
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Exercise 79 (continued)

Guidelines 4.  Go over the list again. Ask the farmers to 
     identify who is the actor who provides that 
      function (e.g. Miller). As they identify actors, 
     ask the farmer(s) with the cards and pens to 
     write them on their cards with a marking pen 
     while you write them under ‘Actors’.
5.  Working on the wall or on the floor, ask 
     the farmers to place the ‘Functions’ cards 
       in the order in which they occur. For example, 
         input supply, production, collection, transport, 
     packaging. See the following diagram. 
     Encourage discussion about the order. 
6.  When they have agreed on the order, ask 
     them to match the ‘Actors’ with their 
     ‘Functions’ by placing the function cards 
      near the actor cards. 
7.    At the end of the ‘chain’ add one more card: 
       ‘Consumer’. Explain that this string of cards 
       is the value chain. Ask where is the farmer 
       in the chain? Where is the consumer? How  
       many actors and functions are in between  
       the farmer and the consumer? How much 
       value is added along the chain between the 
       farmer and the consumer? Who gets this 
       money? Encourage discussion.
8.   Ask the farmers if they would like to get 
      some of the value that is added to their 
      products. Encourage discussion

Side-track • If cards are not available, paper cut to size 
will be adequate.

• For this exercise, only the ‘Actors’ and 
‘Functions’ need to be recorded on the cards/
papers.

• To make this exercise easier to do, it would 
help if the Actors and Functions were recorded 
either with different coloured marking pens 
or on different coloured paper. For example, 
‘Actors’ in red and  ‘Function’ in black.
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Exercise 80
Identifying partners in the value chain 

Objective • To identify potential partners in the value 
chain.

Key question • Who are the actors in the value chain my 
products move through?

• Which actors represent real opportunities 
for cooperation and partnership? 

Key points to cover • Every farmer is part of a value chain. He is 
usually an early actor in the chain. That is, 
his function (as a producer) comes early in 
the chain.

• Being early in the value chain also means 
that they received the lowest price for 
their product as little or no value has been 
added to it.

• It is important for farmers to know the 
actual players in their value chain because 
they represent the best possibility for 
capturing some of the value being added in 
the chain.

• Farmers should be able to name the actors, 
know what function they perform and how 
they link together.

Process Plenary brainstorming to identify specific 
actors in the value chain preferably using 
the value chain constructed in the ‘My place 
in the value chain’ exercise. Ask the farmers 
to identify at least one business or service 
provider for each actor card on the value 
chain. Add names until all the ‘Actor’ cards 
are covered. Ask which of these actors do 
they think might make a good partner. They 
will evaluate these service providers in the 
next exercise.
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Exercise 80 (continued)

Guidelines 1. Distribute marking pens and cards to one 
(or more) of the farmers to help record the 
results of this exercise.

2. Set up the value chain that was developed 
by the farmers.

3. Ask the farmers to look at the value chain 
and identify specific actors. Who are the 
actual actors? Ask them to identify specific 
businesses and service providers (e.g. if 
one of the actors is a miller, give the name 
of the milling business). As they give their 
answers, ask the farmer(s) with cards 
and pens to write down the names of the 
businesses on their cards. 

4. One by one, place the ‘Name’ cards on top of 
the appropriate ‘Actor’ card. See example. 
(It is good if there is more than one name 
per actor; this shows that they have more 
choices for partners.)

5. Encourage further discussion. What do they 
know about what these actors do? Do they 
buy the product or are they paid to process 
it? How are they linked to each other?

6. When all the names have been put on the 
value chain introduce a discussion about 
how this particular value chain works? What 
product is produced? What happens to the 
product as it moves along the chain? How 
does the price change as the product moves 
through the chain?

7. Ask which of these actors would they like to 
be partners with. Why? Mark the names on 
their respective cards, or write them down 
separately (they will be needed for the 
next exercise).

8. Explain that in the next exercise they will 
evaluate some of the value chain actors 
they have identified.
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Exercise 81

Evaluating actors in the value chain as potential partners

Objective • To evaluate which actors in the value 
chain would be good potential business 
partners for farmers.

Key question • What qualities should I look for in a 
potential value chain partner?

• Which of the actors in my value chain 
have these qualities?

Key points to cover • Qualities to look for in a value chain partner:
• Trustworthy, honest and truthful; 
• Reliable;
• Fair;
• Flexible;
• Open and ready to share information;
• Stays in communication with others in the 

value chain;
• Works in cooperation with others;
• Stays focused on the shared vision;
• Values the role of others in the value chain.

Process Plenary discussion to agree on the qualities the 
farmers would look for in potential partners in 
the value chain. After the qualities have been 
identified, review the value chain with the 
names developed in the previous diagram ‘My 
place in the value chain’. Discuss the qualities 
of the identified actors. Lead the discussion 
to identifying a few actors to visit and to be 
invited to the school. 

Guidelines 1. Set up the value chain with named actors 
or use the list of actors developed in the 
previous exercise.

2. Briefly discuss which of the identified actors 
they see as potential partners in the value 
chain. Why?

3. Ask the farmers what qualities they would 
look for in a value chain partner. Write them 
down on the board. Lead the discussion to 
cover at least the qualities.
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Exercise 81 (continued)

4.  Ask the farmers to discuss the qualities 
     of the actors they have identified. Guide the 
     discussion with the list of qualities the 
      farmers have developed. What kind of people 
     are they? Are they trustworthy? Do these 
     businesses know the farmers individually or 
        by name only? Have they met them personally? 
      Why do they use these actors and not others? 
     Are there other actors who do the same 
     work? Do they work with them? If not, why 
      not?
5.   Ask the farmers: Which of these actors 
     do they think would make good partners.? 
     Why? Which ones would not make good 
     partners? Why? Lead the discussion to a list 
     of a few actors that the farmers can visit 
     and invite to the school.
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Exercise 82

Visiting potential partners in the value chain 

Objective • To learn first-hand about potential 
partners in the value chain.

Key question • How does this actor fit into the value 
chain?

• What qualities does the owner have?
• Would this actor be a good partner to 

work with?
Key points to cover • Experience first-hand the work of an actor 

in my value chain.
• The key things to look for and ask about are:

• How the business is connected/linked to 
my farm business?

• What value does the business add?
• How is value added?
• What happens to the product after 

being through this business?
• What qualities does this actor have 

compared to what I am looking for?
• Would this actor be a good partner for 

me?
Process Prior to the visit, teams brainstorm questions 

to ask the value chain actor. Teams report to 
plenary discussion to agree on questions to ask.  
During the visit, the farmers ask and record 
answers to their questions. 

Guidelines 1. Small groups discuss what they would like to 
learn from the business and value chain actor 
they are going to visit. 

2. Ask each team to list questions that they 
wish to ask (see ‘Key points’ above).

3. Visit the value chain actor. Encourage them 
to ask their questions and to record the 
answers.
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Exercise 83
Panel discussion with partners in the value chain 

Objective • To learn more about potential partners in 
the value chain.

• To start the process of discussing 
potential partnership.

Key question • Which of these actors is the best 
potential value chain partner for me? 

Key points to cover • Possible questions to ask the panel:
• How do they fit into the value chain? 
• How long have they been in their 

business? 
• Do they have any partners in the value 

chain? 
• What do they know about the idea of 

partnerships with farmers? 
• What would they look for in a partner?
• What advice would they give to farmers 

who are looking for partners? 
• What are the main risks in partnerships 

in the value chain?
Process Plenary discussion and preparation before the 

entrepreneurs arrive. Review of questions to ask 
and agreement on who will ask which question. 
Panel discussion with local entrepreneurs.

Guidelines 1. Before the panel discussion, brainstorm 
questions the farmers can ask the panel. 
Lead the discussion to cover the questions 
listed above.

2. Start the panel discussion by introducing the 
panel members.

3. Ask each panel member to tell his story.
4.  Encourage the farmers to ask their questions 

and record their answers.
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Exercise 84

Choosing partners in the value chain            

Objective • To choose at least one value chain actor 
to work with toward a partnership.

Key question • Which of the actors in my value chain do 
I want as a partner?

Key points to cover • Sum up all the information gathered about 
the value chain and the actors in the chain 
and identifying which actors to approach 
for considering a partnership. What are the 
strengths and weaknesses?

• What are the advantages and risks?
• Identifying what the partnership might look 

like.
• Develop a basic strategy to negotiate with the 

selected actor about starting a partnership.
Guidelines 1. Ask the farmers to choose one of the actors 

they have visited and who was a part of the 
panel discussion.

2. Draw a table on the wall along the following 
lines.

Actor
Role in
value chain
Strengths

Weaknesses

Advantages

Risks

3.  Work through the items in the table. Write 
     in the name of the actor and the role the 
     business plays in the value chain.
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Exercise 84 (continued)

4.  Under ‘strengths’, ask the farmers to list 
     the qualities the actor has that make the 
     business a potentially good partner.
5.  Under ‘weaknesses’, ask the farmers to 
     list the qualities the actor has that make 
     the business less potentially a good 
     partner.
6.  Under ‘advantages’, ask the farmers to 
     list the positive reasons to choose this 
     actor as a value chain partner. 
7.  Under ‘risks’, ask the farmers to list the 
     risks associated with choosing this actors 
     as a value chain partner.
8.  Repeat the process for as many actors as 
     the farmers want.
9.  When all the potential partners have 
       been discussed, ask the farmers to identify 
      which of these do they feel most confident 
     to approach to explore the possibility of 
     forming a partnership. Encourage 
      discussion. Take time to consider this very 
     carefully.
10. Keep a list of the value chain actors 
     chosen.
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Exercise 85

Developing partnerships in the value chain 

Objective • To develop a basic strategy for 
negotiating with a potential partner in the 
value chain.

Key question • What do I want to get from the partnership?
• What do I bring to the partnership?
• How do I see the partnership working?

Key points to cover • Farmers who want to establish partnerships 
with other actors in their value chain need to 
establish a strategy for engagement. 

• An engagement strategy includes the 
following things:

• What the farmer hopes to achieve with 
the partnership.

• What the farmer can bring to the 
partnership.

• What the farmer expects the other 
partner to bring to the partnership.

• What the farmers will not accept in the 
partnership. 

• Farmers need to investigate how they can 
participate in the value chain with their 
chosen value chain actor. Some of the things 
they can investigate include:

• What do I have do to comply with market 
standards and how can I benefit from 
this?

• What management capacities do I need 
to participate effectively in the actor’s 
part of the value chain?

• What investments do I need to make in 
my farm business in order to participate 
in the actor’s part of the value chain?

• Can I become a partner alone, or should 
I cooperate with other farmers?

Process Plenary discussion aimed at developing a 
strategy to meet with and begin negotiations 
with the actor(s) in the value chain they
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Exercise 85 (continued)

would like to form a partnership with. Lead 
the discussion to cover the points for the 
engagement strategy in the ‘Key points to cover’. 
This is followed by a discussion about what 
the farmers need to do in order to be able to 
participate effectively in the part of the value 
chain they have chosen. Lead the discussion to 
cover the relevant points in the ‘Key points to 
cover’. When these are done, guide the farmers 
to develop a specific plan to meet with the chosen 
actor(s) and arrange a follow-up meeting(s) until 
they are ready to meet with the chosen actor.  

Guidelines 1. Ask the farmers to think about preparing to 
meet with the chosen value chain actor(s). 
What strategy would they use? The following 
questions will help them define the strategy:

• What do they hope to achieve with 
the partnership?

• What can/do they bring to the 
partnership?

• What do they expect the other partner 
(actor) to bring to the partnership?

• What will they will not accept in the 
partnership?

2. Ask the farmers to think about what 
they should investigate in order to 
participate in the value chain. Use the 
following points to guide the discussion:

• What do they have do to comply with 
market standards and how can they 
benefit from this?

• What management capacities do they 
need to participate effectively in the 
actor’s part of the value chain?

• What investments do they need to 
make in their farm businesses in order 
to participate in the actor’s part of 
the value chain?
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Exercise 85 (continued)

• Can they become partners 
individually, or should they cooperate 
and work together?

3. When they have completed these two 
    steps, ask them to work out a brief plan 
    to meet with the chosen value chain 
     actor(s). The following format may assist  
     them.

• Date and venue of meeting.
• Who should arrange the meeting.
• Who should attend the meeting.
• The main points to be covered at the 

meeting.
• The work that needs to be done 

before the meeting and who will do it.
4. When they have completed their 
   plan(s), organize a time to meet again to  
   review the work to be done and to make 
    the final arrangements for the meeting(s).

Side-track The intention of this exercise is to get the 
farmers started on a pathway of establishing 
partnerships with other actors in the value 
chain. In most instances, this will be a new 
experience and therefore the farmers will 
need guidance, support and accompaniment 
through the process. The exercise will help 
the farmers establish an initial plan of action. 
To actually establish the partnerships will 
require more sustained effort and support 
from the extension service.
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Assessing the performance 
of a farm business plan

The purpose of the following set of exercises is to assess 
how the business plan improved the profitability of the 
farmers’ farms. The exercises will:

• Review farming operations at the end of the 
production year.

• Practice using farm records as a means of assessing 
performance.

• Benchmark and evaluate farm performance.
• This set of exercises assessing the performance of 

the farms using the business plan is meant to be 
carried out after the farmers have completed a 
whole production cycle with at least one enterprise. 

Realistically, the exercises can only be used if the farmers 
have compiled a farm business plan along the lines of the 
exercises provided earlier. Further, successful completion 
of the exercises relies on the records the farmers have been 
keeping about the enterprise for which they developed their 
business plan. Therefore, during the production season the 
facilitator will need to have followed-up with the farmers 
to support them with keeping records and helping to make 
sure that it is up-to-date. 

Encourage the farmers to also keep notes. The learning 
points will be important when the farmers develop their 
next farm business plan. 



 241

It is suggested that all of the review exercises be done and 
that the teams set up in the first exercises be used for 
each of the review exercises.

The points to cover for these exercises will come from the 
answers to the questions that are embedded in the guide-
lines. Therefore, to reduce repetition, the ‘Key points to 
cover’ and ‘Process’ elements of the exercise framework 
have been omitted. Similarly, the ‘Side-track’ element has 
also been excluded in favour of this introduction. There-
fore, the exercise format is simply: ‘Objective, Key ques-
tions’ and ‘Guidelines’. 

As the key learning points will come from the discussions, in 
order to make a good summary at the end of each exercise, 
be sure to keep notes of what the farmers say. 

Exercise 86 - Did I achieve my goal?
Exercise 87 - How well did my farm production 
                      plan work?
Exercise 88 - Reviewing my plan for inputs
Exercise 89 - Reviewing my plan for labour
Exercise 90 - Reviewing my market plan
Exercise 91 - Reviewing profitability
Exercise 92 - Reviewing cash availability 
                      and sources of finance 
Exercise 93 - Reviewing the risks I experienced 
                      in my risk management plan
Exercise 94 - Reviewing the evaluation process 
                      and the role of record-keeping
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Exercise 86
Did I achieve my goal?

Objective • To determine if my goal was achieved. 
• To identify what contributed to my goal 

being achieved or not achieved. 
Key question • What was my goal?

• Did I achieve it? 
Guidelines 1. Enterprise teams of 3-5 review the goal(s) 

they set for themselves for the previous 
season. They should discuss how well each 
team member has done in achieving the goals 
they set. What progress did they make? Did 
they achieve their goals? Did they do better 
than they planned? Did they fall short of 
achieving their goals? For those who achieved 
their goals, they should discuss what key 
things contributed to their success. For 
those who did not achieve their goals, they 
should identify the things that prevented 
them from achieving their goals. 

2. Teams to present what they have discussed. 
Encourage discussion and lead it to identifying 
key elements that contributed to achieving 
or not achieving results. 

3. Ask the farmers how this will affect their 
plans for the next production cycle.
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Exercise 87

How well did my farm production plan work?

Objective • To assess how well my production plan 
worked.

• To identify the factors that affected my 
production plan.

Key question • What was my production plan?
• Did I follow it? Did I have to change it? 

Why?
• What worked? What did not work? Why?

Guidelines 1. Enterprise teams of 3-5 review their 
production plans and to discuss how well their 
production plan worked. Did it give the results 
they wanted or expected? What problems 
did they have? What worked? What did not 
work? What should be done differently next 
time? They should look at every aspect of 
the plan. Is there anything that indicates 
that it is not technically feasible to produce 
this product? Soil? Climate? Slope of land? 
Elevation? 

2. Ask each team to present what they have 
discussed. Lead a discussion to identify key 
things that they should do again and things 
they should do differently. 
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Exercise 88
Reviewing my plan for inputs

Objective • To determine how effective was my plan 
for inputs.

Key question • What was my plan to obtain inputs?
• Did I follow the plan? Why? Why not?
• Did the plan work? Why? Why not?

Guidelines 1. Enterprise teams of 3-5 review their plans 
for inputs and discuss the success they had 
getting the inputs they had planned for. 
Were the inputs available when they needed 
them? How were the prices? How would they 
rate the suppliers in terms of reliability, 
price, quality of product? Would they change 
suppliers? Would they change products? 
Why?

2. Teams present what they have discussed. 
Lead a discussion to identify key things that 
they should do again and things they should 
do differently. 
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Exercise 89

Reviewing my plan for labour

Objective • To determine how effective my plan for 
labour was.

Key question • What was my plan for labour?
• Did I follow the plan? Why? Why not?
• Did the plan work? Why? Why not?

Guidelines 1. Enterprise teams of 3-5 review their plans 
for labour and discuss the success they had 
getting the labour they had planned for. Was 
the family labour available as planned? If not, 
why not? Did they hire all the labour they 
needed? Was the timing right? Was the cost 
as they had planned? How efficient was the 
labour? Did they have enough labour? Too 
much? Too little?

2. Ask each team to present what they have 
discussed. Lead a discussion to identify key 
things that they should do again and things 
they should do differently. 
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Exercise 90
Reviewing my market plan 

Objective • To determine how effective my market 
plan was.

Key question • What was my market plan?
• Did I follow the plan? Why? Why not?
• Did the plan work? Why? Why not?

Guidelines 1. Enterprise teams of 3-5 review their market 
plans for labour and discuss the success 
they had with the plans. Did they meet their 
targets? If not, why not? Did they get the 
prices they expected? If not, why not? Did 
they get the marketing costs they expected? 
If not, why not? How were the markets? 
Many buyers and sellers? Did it work out as 
you planned? Did you use the transport you 
planned? If not, why not? What was the 
quality of your produce? What will you do 
differently next time?

2. Teams present what they have discussed. 
Lead a discussion to identify key things that 
they should do again and things they should 
do differently. 
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Exercise 91

Reviewing	profitability

Objective • To determine how effective my 
profitability plan was.

Key question • What was my profitability plan?
• Did I follow the plan? Why? Why not?
• Did the plan work? Why? Why not?

Guidelines 1. Enterprise teams of 3-5 review their plans 
for profitability and discuss the success they 
had with the plans. What success did they 
have with their enterprise profitability? 
Were the planned costs same as the actual 
costs? If not, what was different? Did they 
manage to save costs? If so, how? Was the 
profit as planned? If not, why?  

2. Teams present what they have discussed. 
Lead a discussion to identify key things that 
they should do again and things they should 
do differently. 
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Exercise 92
Reviewing	cash	availability	and	sources	of	finance	

Objective • To determine how effective my plan for 
managing cash flow and sourcing finance 
was.

Key question • What was my plan for managing cash flow 
and sourcing finance?

• Did I follow the plan? Why? Why not?
• Did the plan work? Why? Why not?

Guidelines 1. Enterprise teams of 3-5 review their plans 
for managing cash flow and discuss the 
success they had with the plans. Did they 
have enough cash for the enterprise? If not, 
in which months did they have shortfalls? 
What did they do about it? How close was 
their cash flow plan to what really happened? 
What was the difference? Why?

2. Teams review their plans for sourcing finance 
and discuss the success they had with the 
plans. What sources of finance did they finally 
use? They should rate those sources in terms 
of the advantages and disadvantages they 
discussed when assessing sources of finance. 
How accurate was their assessment? What 
more have they learned? Which is the best 
source? What attributes helped you decide?

3. Teams present what they have discussed. 
Lead a discussion to identify key things that 
they should do again and things they should 
do differently.  
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Exercise 93

Reviewing the risks I experienced and my risk management plan

Objective • To determine how effective my risk 
management plan was.

• To help the farmers deepen their 
awareness of potential risks and the need 
for risk management plans.

Key question • What was my risk management plan?
• What risks did I plan for?
• What risks did I experience?
• What actions did I take and how 

effective were they?
Guidelines 1. Enterprise teams of 3-5 review their risk 

management plans and discuss the success 
they had with the plans. What risks did they 
think they would face last season? What 
plan did they put in place to handle the risk? 
Which of those risks did they actually face? 
What happened and how did they handle it? 
What risks did they face that they did not 
expect or plan for? What happened and how 
did they handle it?

2. Teams present what they discussed. Lead a 
discussion to identify key things that they 
should do again and things they should do 
differently.



250    Assessing the performance of a farm business plan

Exercise 94
Reviewing the evaluation process and the role of record-keeping

Objective • To assess the evaluation process.
• To understand the importance of keeping 

records.
Key question • How does the evaluation help me improve 

my farm business?
• What is the value of keeping records in 

relation to evaluating my farm business/
farm business plan?

Key points to cover • Records are important. 
• They provide most of the information 

needed to do an evaluation. 
• If good records are kept, then a farmer 

does not have to rely so much on his 
memory. 

• An evaluation will be more accurate which 
means his next farm business plan will be 
better.

Guidelines 1. Plenary discussion in which the farmers 
share their thoughts on the overall process 
of evaluating their farm business plans. 
What did this evaluation tell them about 
farm business plans? What was the most 
valuable lesson they learned from this first 
evaluation? Encourage discussion.

2. Lead the discussion to the idea that a farm 
business plan needs to be clear and then it 
needs to be implemented. Plans, however, are 
not fixed. They have to be adjusted as they 
are implemented. Things change and new 
things develop. So farmers have to adapt 
their plans. But, they should stick to the 
overall goal.

3. Ask the farmers to share their thoughts on 
the role of records in evaluating their farm 
business plans and their enterprises. Who 
kept their records up to date? What help did
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Exercise 94 (continued)

the records give in the evaluation? If you did 
not keep records up to date, how easy/hard 
was it to do the evaluation? 

4.  Lead the discussion to the idea that 
     evaluating the enterprise or the farm 
     requires that accurate records be kept. 
5.  After the discussion reinforced the points 
     outlined in ‘Key points to cover’.
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Assessing the FBS and its lessons 

Farmers who have been through the FBS programme will 
benefit from reflecting on their experiences and lessons 
learned. This will help them, the facilitators and the exten-
sion workers determine the farmers’ need for further as-
sistance. Such a reflection will also help improve the farm 
business school programme.

Exercise 95 - Assessing FBS lessons
Exercise 96 - Assessing the FBS
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Exercise 95

Assessing FBS lessons

Objective • To assess the progress made by 
participants in applying FBS lessons on 
their farms. 

• To reflect on experiences and results 
from applying the FBS lessons.

• To reflect on the need for follow-up 
assistance. .

Key question • How have I applied the FBS lessons?
• What results did I achieve? 
• Which lessons were helpful? Which were 

not? Why?
Key points to cover Questions assessing application of the FBS 

lessons
• What were the farm business methods they 

learned about?
• Which farm business methods do they now 

use, and what effect do they think they have 
had on their farm profits?

• What difficulties have they experienced 
in applying methods learned in the training 
programme?

• To what extent have they engaged in more 
commercial farming operations since the 
training programme?

• How has the training influenced the crops 
they now grow and livestock they raise?

• Did they may make any changes to the 
production methods that they use? Why?

• How do they think they performed compared 
with other farmers in their district who did 
not participate in the FBS training?

• If they were to continue with the training, 
what farm business method would they most 
like to have included in this training?

• Has the farm business training changed their 
attitude to their work as farmers? If yes, by 
how much and how?
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Exercise 95 (continued)

• What has been the overall effect of the 
training on their farm profit?

• What have other farmers said to them about 
the training programme?

Process Teams of 3-5 participants with the same main 
enterprise discuss and answer the questions 
listed in ‘Key points to cover’. Teams report 
their answers and discuss the strengths and 
weaknesses of FBS lessons and where and how 
they could be improved.

Guidelines 1. Enterprise teams of 3-5 discuss how 
effective and how helpful the FBS lessons 
were when applied to their farms. The aim is 
to ensure that the FBS lessons are relevant 
and to improve them where necessary. Their 
discussion should be led by the questions in 
‘Key points to cover’. 

2. Teams report their answers question by 
question. Encourage discussion. What was 
helpful? What was not helpful? Why? 

3. Based on the points raised by the farmers, 
lead a discussion to identify suggestions from 
the farmers to improve the FBS lessons and 
to make them more relevant.  

Side-track Keep a copy of the key points and the suggestions.

Organize the feedback and suggestions made 
and, where useful, followed up with further 
interviews with farmers out of FBS sessions. 
They should be shared at a meeting of FBS 
facilitators to improve FBS lessons.
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Exercise 96

Assessing the FBS

Objective • To assess the FBS. 
• To reflect on the need for changes in the 

FBS Programme.
Key question • What is my assessment of the FBS?
Key points to cover • How would they rank the farm business 

methods they were taught in terms of their 
importance to their farming operations?

• Which methods were hardest to understand 
or apply? Why?

• What is their opinion of the balance between 
learning ideas and concepts learning practical 
skills?

• How much support have they received from 
their extension agent of other farmers to 
help apply the methods learned?

• Has any follow-up training been provided to 
them from outside the FBS? If so, what kind 
of training?

• What is their opinion about the approach 
used to develop the Farm Business Plan?

• What is their opinion about the way the 
implementation part of programme was run? 
Did it cover problems and topics when they 
needed them to be covered? 

• What suggestions do they have to improve 
the FBS programme?

Process Teams of 3-5 participants with same main 
enterprise discuss and answer the questions 
listed in ‘Key points to cover’. Teams report 
their answers and discuss the strengths and 
weaknesses the FBS and where and how it can 
be improved.

Guidelines 1. Enterprise teams of 3-5 assess the FBS as 
a whole in order to improve it by discussing 
and answering the questions in ‘Key points 
to cover’. 
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Exercise 96 (continued)

Guidelines 2.  The teams to report their answers question 
     by question. Encourage discussion. What 
     was helpful? What was not helpful? Why? 
3.  Based on the points raised by the farmers, 
     lead a discussion to identify suggestions 
     from the farmers to improve the way the 
     FBS runs. 

Side-track Keep a copy of the ‘Key points’ and the 
suggestions.

Organize the feedback and suggestions made 
and, where useful, followed up with further 
interviews with farmers out of school sessions. 
They should be shared at a meeting of FBS 
facilitators to improve the farm business 
school.
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Enterprise budgets: Information and practice

Enterprise budgets
An enterprise budget is a fairly detailed estimate of the output, 
cost, and profitability of individual crop and livestock enterprises. 
The enterprise budget is also called a gross margin budget because 
profitability is based on the gross margin of the enterprise. The 
enterprise budget includes all costs involved in producing the enterprise. 

Break-even
Once the enterprise profitability or gross margin has been calculated 
it is very easy to determine the break-even price or yield for the 
enterprise. This is the minimum acceptable price or yield that covers 
the cost of production. At this level the income received will be equal 
to the cost of production and the profits will be zero. The break-
even point is useful to determine the minimum price that farmers can 
charge or yield that farmers must reach to ensure that they don’t 
make a loss. 

Partial budgeting
Farmers often have to make small changes to their existing farm 
enterprises to increase profitability. These small changes may be 
sufficient to reduce costs or increase income and generate more 
profit. This involves what is called ‘changes at the margin’. Partial 
budgeting is a technique used to assess the impact of small changes on 
the profitability of the enterprise or farm. 

The first three exercises of this topic provide detailed step-by-step 
procedures to calculate the enterprise profit as well as the break-even 
price and yield.  The last exercise provides a detailed calculation of the 
impact of these changes on farm profitability using partial budgeting

Exercise 97 – Calculating enterprise profitability: 
                      Enterprise budget
Exercise 98 – Understanding break-even price
Exercise 99 – Understanding break-even yield
Exercise 100 – Understanding partial budgeting
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Exercise 97
Calculating	enterprise	profitability:	Enterprise	budget	

Objective • To learn how to develop a budget for 
a farm enterprise as a key measure of 
profitability. 

Key question • What is an enterprise budget?
Key points to cover • The term ‘enterprise budget’ refers to the 

contribution an enterprise makes to the 
profit of the whole farm. 

• An enterprise budget is a list of income earned 
and costs incurred in producing a product. 

• It is a tool that can be used to calculate 
expected profit from an individual enterprise. 

• It helps to identify areas where the farmer 
may be losing money or where he may be 
able to improve profitability.

• The performance of an enterprise can 
be evaluated by preparing an enterprise 
budget, which is a list of the income earned 
and costs of producing a product. 

• It is used to find out the expected profit 
from a farm enterprise. 

• It is calculated on a per unit basis, such as 
a hectare of land or head of livestock, for 
one year or one production period. 

• The key elements of enterprise profit are: 
• Income. Value of the product sold, 

consumed, and given away.
• Variable costs. Cost of all the inputs, 

tools and labour used to produce the 
product.

• Enterprise profit. Income minus 
variable costs. Profits can be increased 
in the following ways:
• Increasing the yield;
• Reducing variable costs through 

alternative inputs, cheaper 
technologies, or labour saving 
mechanisms;
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Exercise 97 (continued)

• Getting a higher price for the 
commodity. (See example ‘Template 
for an enterprise budget for maize’ 
following.)

Process Plenary discussion and group work on the actual 
enterprise budget. The aim is to understand the 
concept and be comfortable with the budgeting 
process.

Guidelines 1. Ask the farmers what they understand 
by a budget. Lead the discussion to the 
understanding that an enterprise budget 
is a list of income earned and costs 
incurred in producing a product and that 
it is a tool that can be used to calculate 
expected profit from an individual 
enterprise. 

2. Introduce and explain the example 
template emphasizing that the key 
elements of any budget are income, costs, 
and profit. 

3. Brainstorm and discuss the concept of 
income (see Exercise 10). 

4. Brainstorm and discuss the concept of 
variable costs (see Exercise 13).

5. Enterprise teams work on completing an 
enterprise budget for one enterprise 
(with assistance from the facilitator).

6. Teams report results to a plenary 
discussion to determine which of the 
enterprises are profitable, which are not 
profitable (makes a loss). Which is the 
most profitable?

7. Discuss the idea of sufficient 
profit leading the discussion to the 
understanding that each farmer would 
have to decide for himself if the amount 
of profit is enough or not.
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Exercise 97 (continued)

8.  Discuss how to increase the profit in 
     the preparing budget exercise. Lead the 
     discussion to cover the points given 
     above.
9.  Brainstorm small changes that could 
     be introduced to make their enterprises 
     more profitable. Some examples include: 
     using compost or manure instead of 
     buying fertilizers, growing feed for 
     cattle instead of buying concentrates. 
10. Discuss the following questions:

• Is the change likely to bring in more 
profit?

• If it brings in more money, what are 
the reasons?

• What is likely to change? Will it 
result in an increase in yield?

• Will it lead to more income? Or will 
the change reduce the amount of 
labour used?

• Will this result in lower labour costs?
• Will this change ultimately produce 

benefits and more income?
Side-track This is a lengthy exercise and could be broken 

into 2-3 separate sessions.

This exercise can be done two or three times 
in conjunction with a number of exercises. 
Enterprise budgets are included in the 
benchmarking exercises as well as in the 
business plan exercises. The first time it is 
done can be more conceptual and less based 
on calculations. As the farmers gain more 
confidence and experience, the difficulty of 
the exercise can be increased.
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Example 
Template for an enterprise budget for maize

Enterprise budget for ________________ enterprise
Income Quantity Price Value
Product sold
Product consumed
Product given away
Total income
Variable costs
Seed
Fertilizer
Chemicals
Labour
Harvesting 
Total variable costs
Enterprise profit
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Exercise 98
Understanding break-even price

Objective • To calculate the minimum price that 
makes an enterprise profitable.

Key question • What is the minimum price that l can 
charge for my produce without making a 
loss?

Key points to cover • A break-even price is the minimum acceptable 
price that covers the cost of production. At 
this price the income received will be equal 
to the cost of production and the profits will 
be zero. Thus there is no profit. 

• The break-even price is calculated by dividing 
the total variable costs with the per unit level 
of production that the farmer thinks he or 
she can get. The required information can be 
obtained from the enterprise budget.

Variable costs/ha
Break-even

price =
Yield/ha

(See example ‘Break-even price calculation’ 
following.)

Process Explain what a break-even price is and how it 
is calculated. Use the example provided. The 
variable costs per ha are $920. Expected yield 
2 tons/ha. So break-even price = $920/2 tons = 
$460/ton.
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Example 
Break-even price calculation

The enterprise budget provides the information 
needed to calculate the break-even price

Enterprise budget for maize (1 ha)
Income
Item Quantity Unit price ($) Value ($)
Maize 2 tons 800/ton 1 600

Total income 1 600

Variable costs
Item Quantity Unit ost ($) Amount ($)
Seed 20 kg 5/kg 100

Fertilizer 2/50 kg bags 60/bag 120
Labour 1 ha 300/ha 300
Harvest 1 ha 400/ha 400

Total variable costs 920
Enterprise profit 680

Variable costs/ha
Break-even

price =
Yield/ha

$920
Break-even

price =
2 tons

Break-even
price = $460 / ton
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Exercise 99
Understanding break-even yield

Objective • To calculate the minimum yield that 
makes an enterprise profitable.

Key question • What is the minimum per hectare or unit 
yield that I need to achieve in order to 
make a profit?

Key points to cover • The break-even yield is the minimum level of 
production that must be produced to cover 
the costs of production.

• The break-even yield is calculated by dividing 
the total variable costs/ha with the per unit 
price of the produce.

Variable costs/ha
Break-even

price =
Price/unit (e.g. ton)

See following example
Process Explain to the farmers what a break-even yield 

is. Explain how the break-even yield is calculated. 
Use the example provided. The variable costs 
per ha are $920. The price of the product is 
$800/ton. The break-even yield = $920 per 
ha/$800 per ton = 1.15 tons/ha.
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Example 
Break-even yield calculation

The enterprise budget provides the information 
needed to calculate the break-even yield

Enterprise budget for maize (1 ha)
Income
Item Quantity Unit price ($) Value ($)
Maize 2 tons 800/ton 1 600
Total income 1 600

Variable costs
Item Quantity Unit cost ($) Amount ($)
Seed 20 kg 5/kg 100
Fertilizer 2/50 kg bags 60/bag 120
Labour 1 ha 300/ha 300
Harvest 1 ha 400/ha 400
Total variable costs 920
Enterprise profit 680

Variable costs/ha
Break-even

yield =
Price/ton

$920/ha
Break-even

yield =
$800/ton

Break-even
yield = 1.15 Tons/ha
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Exercise 100
Understanding partial budgeting

Objective • To understand how small changes affect 
enterprise profitability.

Key question • How do I know what impact a small change 
in my production programme might have 
on profitability?

Key points to cover • Farmers often have to make small changes to 
their existing farm enterprises to increase 
its profitability. These small changes may be 
sufficient to reduce costs or increase income; 
and in this way to generate more profit. This 
involves what is called ‘changes at the margin’. 

• Before making small changes of the farming 
system it is advisable to see how the change 
will affect the profitability of the farm 
business. 

• Partial budgeting is a technical calculation 
that can measure the specific impact of the 
change on profitability. 

• It is also possible to estimate the impact on 
profitability.

• Small changes might include:
• Using compost or manure instead of 

purchased fertilizer. 
•  Growing feed for cattle instead of buying 

concentrates.
Process Explain the concept of partial budgeting 

covering the points in ‘Key points’. Enterprise 
teams discuss potential small changes they 
could introduce to improve profitability and 
share their ideas with the plenary. Choose one 
change and lead a discussion about the impact 
of the change on profitability. Will it increase 
production without increasing costs? How? Will 
it reduce costs without reducing yields too 
much? How? Teams choose one more example 
and discuss its potential impact and present the 
results to the plenary. Lead the discussion to
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Exercise 100 (continued)

reinforce the importance of checking on 
the impact small changes might have on 
profitability. It is a good idea to do a whole 
enterprise budget.

Guidelines 1. Organize the participants into enterprise 
groups and explain the idea of introducing 
small production changes to improve 
profitability, and the need to check the 
actual impact of any proposed change.

2. Team brainstorm examples of small changes 
they could introduce. Teams share their 
ideas with the plenary. Write their ideas 
on the board. 

3. Choose one example. Then ask the 
participants if the change is likely to bring 
in more money to the enterprise, or not. 
If it brings in more money, what are the 
reasons? What is likely to change? Will it 
result in an increase in yield?  Will it lead 
to more income? Or will the change reduce 
the amount of labour used? If so, will 
this result in lower labour costs? And will 
this ultimately produce benefits and more 
income? 

4. Teams choose a second example and 
consider the effect of the small changes 
on the profitability of their common 
enterprise. They share their results 
with the plenary, giving reasons for their 
answers. 

5. Summarize the discussions and reinforce 
the importance of assessing the impact of 
small change before they are implemented. 
It is advisable to do the enterprise 
profitability budget before implementing 
the change to identify in detail the cost 
and benefits implications.
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Exercise 100 (continued)

Side-track This exercise describes the concept of partial 
budgeting without using any calculations. 
It tries to give a basic understanding of 
the concept. If the facilitator feels the 
participants can handle the calculations, 
he may wish to give them some practical 
exercises that the facilitator either knows 
or can invite someone to present.
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For further copies of this publication
and for information on FAO’s activities
related to farm business management

please contact:

Research and Extension Unit
Natural Resources Management and Environment Department

Food and Agriculture Organization of the United Nations
Viale delle Terme di Caracalla

00153 Rome, Italy

Web site: http://www.fao.org/nr/nr-home/en/



The	Farm	Business	School	(FBS)	operates	at	village	level.	
The aim is to build farmer capacity in entrepreneurial and 
management skills. It does this through a ‘learning-by-
doing’	approach.	It	enables	farmers	to	learn	and	improve	
their	 knowledge,	 change	 their	 attitudes	 and	 enhance	
their skills toward improved farm commercialization – 
while	working	on	their	own	farms.	Extension	officers	
and lead farmers are trained as facilitators. They 
organize	seasonal	training	programmes,	where	farmers	
work in small groups at their own agreed time and 
duration. The materials for the FBS are specially 
designed to work with limited resources. Participants 
need	to	be	basically	literate	and	numerate,	but	they	do	
not	have	to	have	had	any	significant	formal	education.	
The manuals provide step-by-step guidelines that take 
the facilitator and the farmers through the basics of 
farm business management – following the production 
patterns of their own particular farms.


