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PARTICIPATORY APPROACHES

This module introduces the class to participatory 
methods and tools that can be applied to the teaching 
and application of farm management particularly among 
farmers with limited literacy and numeracy skills. Here 
the class will explore a number of participatory and 
symbol based methods that can be used by extension 
workers to assist farmers in making better farm 
management decisions. The materials covered complement 
the farm management tools covered in Module 4.

Module 5 — Introduction 1
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Preparing for Session 5.1
Overview of participatory 

methods and tools

Learning outcomes
Understand (i) the different ways

to collect data using participatory methods,
(ii) acquire the ability to choose

between methods 

Training aids
Exercise 5.1A (Participatory approaches)
Handout 5.1A (Overview of participatory 

methods and tools)

Notes

Market-oriented farm management for trainers of extension workers 
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Overview of participatory methods and tools

In this session the participants will learn about 
participatory methods for data collection and analysis 
and the role they have in farm management extension. 
Guidance is also given on how to choose appropriate 
methods. The session ends with a refl ection on their 
advantages and disadvantages. 

Session 5.1 — Trainer’s notes 3

Module 5 — Participatory approaches

Opening statement
Now that you have learned

the different tools that can be used 
in farm management, you are in a position 
to apply them as part of your extension 

work. As many of you will be working with 
farmers that may not have the strong 
writing and number skills, participatory 

approaches have been seen to be 
particularly relevant and useful. 
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Exercise 5.1A
Participatory approaches

Purpose: To clarify our understanding of participatory approaches. 
  (Participants should have read Handout 5.1A prior to this exercise.)

Method: Mind mapping and presenting.

Materials: (i) Flip chart paper or newsprint, (ii) thick marking pens.

Allow 60 minutes for this exercise

Procedure

1. Divide the participants into three groups.

2. Assign each group one of the following tasks.

 Team 1:  Participatory data collection methods.

  Team 2:  Participatory methods for collecting,
    analysing and sharing data.

   Team 3: Using participatory methods.

3. Work to be done:

Team 1
Participatory data collection methods

Review the handout and make a mind map 
outlining all the participatory data collection methods.

4 Session 5.1 — Training notes
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Exercise 5.1A (continued)

Team 2
Participatory methods for collecting, analysing and sharing data

Review the handout and make a mind map 
of all the additional participatory methods 
for collecting, analysing and sharing data.

Team 3
Using participatory methods

Review the handout and make a mind map
that answers the following questions:

(i) What are participatory methods?

(ii) Why are participatory methods important to farm management?

(iii) How do you choose a method?

(iv) Who collects data?

(v) Who uses data?

(vi) What are the advantages of participatory methods?

(vii) What are the disadvantages of participatory methods?

4. Ask each team to present their mind maps. Keep track of the main points in 
the handout to make sure that all the material is covered.

Allow about 15 minutes for presentations
(15 minutes for each team)

Session 5.1 — Training notes 5
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Overview of participatory methods 
and tools

Participatory approaches are essentially tools used to 
facilitate participation by a wide range of stakeholders. 
Participatory methods are used to help people work with 
data and information. They can be used to collect, analyse, 
and share data and information. Some participatory methods 
can also be conducted using symbols to represent numbers 
and words. This is especially helpful when participants are 
semi-literate or speak different languages. Developing and 
using symbols will be covered briefl y in Session 5.3 (Symbol-
based methods and calculations).

Importance of participatory methods

There are a number of participatory methods that are a 
set of principles and provide tools to be used to facilitate 
a community of farmers to become aware of and analyse 
their problems and potentials. These methods are used in 
farm management so that farmers are able to realize and 
analyse their problems in input procurement, production and 
marketing. An individual or group approach can be applied in 
using these methods. In this session we shall focus on the 
group approach. Some of the participatory data collection 
methods include the following:

Rapid rural appraisal (RRA). As the name implies, a Rapid rural appraisal (RRA). As the name implies, a Rapid rural appraisal (RRA).
small team is involved in conducting a rapid appraisal of 
the agricultural setting that might include identifying 
constraints and opportunities in farming. RRA consists of 
a series of techniques for “quick and dirty” research that 
generate results of less apparent precision, but of greater 
evidential value. 

Module 5 — Participatory approaches

Space for notes
and questions
for the facilitator
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Overview of participatory methods and tools (continued)

Participatory rural appraisal (PRA). Similar to RRA, but Participatory rural appraisal (PRA). Similar to RRA, but Participatory rural appraisal (PRA).
with greater participation of local farmers. PRA is a way 
of learning from and with farmers to investigate, analyse 
and evaluate constraints and opportunities, and to make 
informed and timely decisions. PRA can be used for example 
to obtain information about the villages, assess production 
potential and conduct economic feasibility, and social 
acceptability studies of particular technologies. Monitoring 
and evaluation of specifi c project activities can also be done 
in timely and focused manner using PRA techniques. 

Primary data collection techniques are:

• Group interview techniques
• Focus group interviews
• Key informant interviews
• Seasonal calendars*
• Transect walks*
• Venn diagrams*
• Observation*

*See session 5.2

Group interview techniques. Group interviews are useful Group interview techniques. Group interviews are useful Group interview techniques.
for tapping the collective knowledge or memory of groups 
of farmers or the community. Controversial issues or issues 
that are not very clear from the informal survey could 
be used as topics or themes for group interviews. The 
extension worker does not need formulated questions or 
statements but should have a clear idea of the issue that 
they would like to discuss. They should be able to guide 
and direct the discussion. This needs some special skills. 
Farmers should be encouraged to talk openly about the issue 
under discussion. It is best to orient the discussion about 
what most people in the group/community do instead of what 

Market-oriented farm management for trainers of extension workers 



Overview of participatory methods and tools (continued)

individuals do. The aim is often to gain consensus of issues 
under discussion but the extension worker should be mindful 
of the social dynamics of the group. Very often one farmer 
may dominate; wives often do not like to contradict their 
husbands; young farmers may hesitate to contradict their 
elders. Extension workers should be aware of these realities 
beforehand so that they can handle them better.   

Focus group interview/discussion. Focus group interview 
is another form of group interview addressing a specifi c 
topic/issue confronting the group. Typically some six to 
eight people discuss a particular topic in detail under 
the guidance of a facilitator. When the ideas and opinion 
is needed at fi eld level about a specifi c problem or 
intervention, then a focus group interview is the most 
appropriate technique to use. This type of discussion 
may reveal the perspective, attitude, understanding and 
reactions of farmers. To get the maximum benefi t, the 
group interview is cost effective, can be carried out quickly 
and can obtain a wide range of information. 

Key informant interviews. This is a process of data Key informant interviews. This is a process of data Key informant interviews.
collection from interviews with selected and knowledgeable 
persons. Key informants are not only people with a high 
status, they may be also farmers with specifi c knowledge 
about a particular type of farming. Visiting key informants 
and local organizations is not only useful to gather 
information, it also provides an excellent opportunity 
for awareness raising and for building relationships for 
cooperation. A list of possible key informants and their 
knowledge base is shown below.

Handout 5.1A  9
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Overview of participatory methods and tools (continued)

Data collection from interviews 

Key informants Knowledge base

Extension/development workers General farming situation, macro- and micro-level 
constraints

Research workers Potentials, opportunities

Village elders Historic developments, tradition, customs, consensus

Priests/religious leaders Beliefs, taboos, religious obligations

Women Gender issues, decision-making, family member roles

Local businessmen, traders, 
merchants

Marketing channels, banking, loan conditions, prices, 
trade regulations, transport, storage facilities

Women farmers Socio-religious-cultural and economic constraints 
on them as producers

Progressive farmers Development opportunities, adoption of new 
technologies, prerequisites for adoption

Staff of development projects 
or agencies

Local experience

Mangers of processing factories, 
commodity delivery schedules

Demand projections, pricing, quality issues, quota 
systems, marketing boards

Market-oriented farm management for trainers of extension workers 
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Module 5 — Participatory approaches

Overview of participatory methods and tools (continued)

Some additional participatory methods
for collecting, analysing and sharing data

A number of methods can be used to engage farmers in 
the collection, analysis and sharing of input, production and 
marketing data, and information. Some methods are more 
specifi c and accurate, some are more general, and some 
focus on particular types of information while others include 
a wide range of information. The table on the following 
page illustrates some of these methods and they are then 
outlined in detail in Session 5.2.

In addition to these methods, it is possible to implement 
most of the farm management tools (e.g. gross margins, 
labour analysis) using a symbol-based method where numbers 
are replaced with symbols.

Choosing a method

Different participatory approaches can be used for 
collecting, analysing and sharing data and information. The 
method used should be determined by: (i) the purpose of 
the exercise; (ii) use, (iii) availability of resources: money, 
people, vehicles, etc. In many cases, combinations of these 
methods would be used to generate the information that 
farmers require.

Choosing a method that is appropriate and feasible 
depends on a number of factors: 

What needs to be accomplished?
What do you need to do: assess, register,

compile, analyse or disseminate information?
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Participatory methods and tools

Method/tools Type of data to be collected

Seasonal calendars • Production/productivity of different crops
• Labour/food availability
• Amount and/or cost of inputs
• Farm income changes over time and expenditures 
• Rainfall patterns
• Use of certain products in the community over time
• Crop/livestock/ human diseases
• Prices, marketing
• Migration

Transect walks • Details about the environmental, economic 
 and social resources in the locality
• Location of pests, soil erosion, resource use
• Problems of different zones

Maps and mapping • Location, size and production problems 
• Social/physical structure of the farmers
• Resource allocation within the farm/variations

in resource access

Trend lines • Farmer perception of change in the local environmental,
 economic, social and institutional patterns
• Price/market or product (changes over time)
• Migration, yields

Venn diagrams • Perceptions on importance of local groups 
and institutions

• Clarifying decision-making roles and identifying potential
confl icts between different socio-economic groups

• Identifying links between and among different groups

Semi-structured 
interviews/
group discussions

• Collect production data or production practices
• Input supply (sources, prices)
• Collect data on off-farm,  on-farm demonstrations
• Marketing systems

Observation • Cross-checking data obtained through interviews
• Resource use
• Marketing packaging, marketing outlets

Flow diagrams • Flow of commodities and cash in a marketing system
• Production cycle for a major commodity
• Effects of major changes or innovations

Participatory theatre 
or drama

• Main changes in relative values 
 and use of natural resources
• Changes in social relations 
 (i.e. gender roles in decision-making)
• Marketing systems or linkages
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Overview of participatory methods and tools (continued)

Do you need quantitative or qualitative information?
Quantitative methods are useful when you require 
numeric information such as how much, how many,

the frequency of… 

Qualitative methods are more appropriate 
when you want to understand attitudes, opinions, 

experiences and priorities.

What context and medium 
would be most appropriate?

Choices include written, oral, visual and dramatic. 
The choice depends on how the people involved prefer 

to communicate, how they are able to communicate, 
and on their level of literacy and numeracy.

Suitability of the method
The method you choose must produce the information 
you want. There is no point selecting a method simply 

because it is fun or easy for the farmers to do. 
Whatever method you choose, it must be able to produce 

the kind of information being sought. 
And the information it produces must be reliable.

Who collects the data?

Data can be collected by any number of stakeholders. 
Farmers and other participants should be encouraged to 
record data and information generated by these methods.  
A detailed recording of the process is critical. Often, a 
great deal of information is lost because of failure to take 
good notes and relying too much on the products of the 
chosen methods (e.g. a diagram or a map). 

Module 5 — Participatory approaches
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Overview of participatory methods and tools (continued)

In the process of collecting the data, one must assess 
the quality of information. To do this one must carefully 
listen, observe, probe and judge. As data is developed, it 
is important to regularly review the process and assess 
information. It is important to leave the farmers to conduct 
the participatory methods without much interruption. The 
extension worker should guide them, but must be objective 
in guiding the process as well as in collecting, analysing, 
or sharing the data. Extension workers should encourage 
farmers to keep or take record of the process.

Who uses the data?

Data from participatory methods can be used by a number 
of people. Interested users include:

• Farmers. Individuals or groups of farmers who have Farmers. Individuals or groups of farmers who have Farmers.
participated directly in the exercise should have keen 
interest in the data and information produced.

• Other community members. Community members who Other community members. Community members who Other community members.
have not directly participated or who may not directly 
benefi t from the planned activities may be very 
interested in knowing how things are going.

• Local institutions. If the participatory results are Local institutions. If the participatory results are Local institutions.
relevant to their tasks and priorities, local institutions 
will have interest in the data and information.

• Government services staff, research or donor 
organizations. These may also be interested in knowing, organizations. These may also be interested in knowing, organizations.
(collectively or individually) results in order to focus 
their activities.

Market-oriented farm management for trainers of extension workers 
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Overview of participatory methods and tools (continued)

Advantages and disadvantages 
of participatory methods

Advantages

• Data can be easily validated with the farmer groups.
• The methods enhance farmer-to-farmer dissemination 

of farm management technologies.
• Methods enhance understanding of local situations.
• The process encourages participation and learning among 

the participants, encourages a two-way process of 
exploration, questioning and learning.

• Information can be collected from literate and 
 illiterate people.
• Methods are simple to use, relying mostly on oral and 

visual techniques.
• The methods facilitate making full use of local knowledge 

and experience, limiting the imposition of outsider’s 
preconceptions on local conditions. Local people are given 
the opportunity to describe how they do things, what 
they know and what they want.

Disadvantages

• It is very easy to go off-track and collect 
 unnecessary data.
• It is a time-consuming process.
• Quantifi cation of data can be diffi cult with some 
 of the methods.
• It is not always the case that participatory process 

leads to consensus; it may, in fact, expose deep 
differences and confl ict among various groups.

Module 5 — Participatory approaches



Preparing for Session 5.2
Use of methods and tools

Learning outcomes
To understand and be able to apply
a selection of participatory tools

Training aids
Exercise 5.2A (Participatory methods)

Exercise 5.2B (What do you see?)
Handout 5.2A (Seasonal calendars)

Handout 5.2B (Transect walks)
Handout 5.2C (Venn diagrams)

Handout 5.2D (Trend lines)
Handout 5.2E (Flow diagrams)

Handout 5.2F (Participatory theatre)
Handout 5.2G (Maps and mapping)

Handout 5.2H (Semi-structured interviews)
Handout 5.2I (Observation)

Notes

Market-oriented farm management for trainers of extension workers 

16 



Session 5.2 — Training notes 17

Use of methods and tools

In this session, the participants explore a range of 
participatory methods that can assist them in more 
effectively applying the farm management tools discussed 
in the previous module. Because participatory methods 
are increasingly included in training of extension workers 
the participants may already be familiar with some or all 
of the methods included in this session. The facilitator 
will need to determine what the participants already 
know and cover only those methods that they are 
unfamiliar with or would like to review. 

Module 5 — Participatory approaches

Session 5.2 — Training notes 17

Opening statement
The only way to learn participatory 

methods is to practise them. The session 
features two exercises that permit 
participants to practise some of the 

methods presented. But the best way to 
gain confi dence in learning how to apply 

these tools is through testing and trying 
them out with farmers in the fi eld.
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Exercise 5.2A
Participatory methods

Purpose: To understand use of participatory methods and tools.

Method: Discussion and practical drawings.

Materials: (i) Large sheets of paper, (ii) thick marking pens, 
  (iii) heavy paper or light cardboard, (iv) scissors, 
  (v) stones, beans, other objects for markers.

Allow 90 minutes for this exercise

Procedure

1. Ask the participants to get into their ‘farm teams’

2. Allocate each team one method to practise. Exclude the following methods:
  • Maps (Handout 5.2G): they have done a lot of work on maps already.
  • Semi-structured interviews (Handout 5.2H): it is not feasible in the 
   classroom setting.
  • Observation (Handout 5.2I): it will be done as a group exercise.

3. Each team should decide what it wants to learn from their particular 
participatory exercise. These should be written into a short list of 

 intended outcomes.

4. Each team is to follow the guidelines provided for each of the methods. 
 See handouts.

5. Each team shares their results.

Discussion questions:

• What were the main issues or problems in the enterprise you looked at?
• What problems did you encounter in using the method?
• What type of data can be collected by the method you used?

18 Session 5.2 — Training notes
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Purpose:  To improve the ability of participants to observe small changes.

Method: Observation.

Materials: (i) Table, (ii) 30—35 small objects (e.g. pen, paper clip, coin,
  small jar, ring, stamp), (iii) pen and paper.

Allow 60 minutes for this exercise

Procedure

1. Place all but fi ve of the objects randomly onto the table.
 Keep the remaining fi ve out of sight.

2. Ask the participants to gather around the table and study its contents 
 for one minute.

3. Ask them all to leave the room and to return when you call them.

4. While they are out of the room, remove between 5 and 10 of the objects.
 Add the fi ve new objects.

5. Call the participants back into the room.

6. Ask each participant to write down which objects are missing 
 and which objects are new, and to compare their fi ndings.

7. Repeat the exercise to see if they can improve their skills.

If there is time and if it is appropriate
the facilitator may wish to make use of the

“game of observation“ outlined on the next page.

Exercise 5.2B
What do you see?

Session 5.2 — Training notes 19
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A game of observation

1. Write the names of each participant on a small piece of paper. Fold 
them so the name cannot be seen. Ask each participant to take one 
name. Keep a record of who has whose name. No one except the 
facilitator should know who has whose name.

2. Ask participants to spend the day observing the person whose name 
they have drawn without letting that person know. If someone 
notices they are being observed, they should not let anyone know.

3. The object is to identify two characteristics of the observed 
person. One characteristic should be a physical habit, frequently 
scratching an ear. (They should not look for anything that would 
embarrass the other person.) The second should be a word or 
phrase or expression the observed person uses frequently.

4. Each participant should write down these two characteristics plus 
their own name on the paper with the name of the person they are 
observing and give this to the facilitator. (The paper will have the 
name of the person being observed, the two characteristics and 
the name of the person making the observation.)

5. On a separate piece of paper, each participant should write 
down their own name and the name of the person they think was 
observing them. This should also be handed to the facilitator. 

6. At the next group meet (at least four hours after the names were 
assigned), ask each person whom they thought was observing them. 
Check this against the list and the papers handed in. If it is the 
same, ask how they knew. If it is different, ask why they thought 
the ‘wrong’ person was observing them? For those who were not 
‘caught’, ask what they did to observe without being noticed.

7. Read out the characteristics and see if the group (including the 
observed one) can identify the person by these two features. 

Discuss the results with a view 
to learning better skills in observation.

20 Session 5.2 — Training notes20 Session 5.2 — Training notes
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Handout 5.2A  21

Seasonal calendars

1. Find a large open space for each group. 
2. Calendars can be drawn on a large paper or can be 

traced in the sand or on dirt fl oor using stones 
or leaves for quantifi cation.

3. Draw a line all the way across the top of the cleared 
space (or paper). Explain that the line represents a year, 
and ask how farmers divide the year up (e.g. months, 
seasons). The scale to use is the one that makes sense to 
the participants. Ask the farmers to mark the seasonal 
divisions along the top of the line.

4. It is usually easiest to start the calendar by asking 
about rainfall patterns. Ask the participants to put 
stones under each month (or division) of the calendar 
to represent relative amounts of rainfall (where more 
stones equal more rain).

5. Once fi nished with rainfall another line can look at labour 
for the farm activities (indicating time periods of high 
labour intensity). Make sure the labour calendar and all 
subsequent calendars perfectly align with the rainfall 
calendar.

6. This process is repeated, one line under another until 
all the seasonal issues of interest are covered. Some of 
the issues to be covered could also include food or water 
availability, income sources and expenditures.

7. Calendars can be done with groups separate, men 
and women groups and then compare.

8. Discussion questions will be based on the variations on 
the calendars.

Examples on the following two pages show a calendar 
completed using words and numbers, and a version of the 
same calendar using symbols. 

Space for notes
and questions
for the facilitator
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Transect walks

For the purposes of this exercise, you will be using the 
grounds around the training venue to practise the transect 
walk. The following guidelines are written in terms of a 
village or farm. You have simply to apply them to your 
situation.

1. Divide the farm team into groups of 2—3 each. Make the 
group as diverse as possible.

2. Assign each group a responsibility to carry out during 
the walk. For example, one group may focus on soils, land 
use and cultivation; a second on trees, vegetation and 
water resources; and a third on infrastructure, housing 
and services. 

3. Use the village map (map of the training facility 
and grounds) to decide on the route to follow. The 
route must be planned and should take in many of the 
different physical zones types of vegetation, land use 
areas and sections of community as possible. It is often 
a good idea to start from the highest point in the area. 

4. Depending on the size of the area to be covered and the 
nature of the terrain, transect resource assessments 
can be done by foot, animal, cart or motor vehicle. But 
the slower modes are preferable because they allow for 
greater observation. 

5. Observations under the corresponding sections and 
discussions should be done as you walk across. Identify 
contrasts and changes as you move along.

6. Afterwards the groups share the information from their 
resource assessments walks to construct the transect 
diagram(s) together on paper or on a blackboard to 

Market-oriented farm management for trainers of extension workers 
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Transect walks (continued)

 promote further discussion. The team should identify 
possible opportunities and/or solutions to the problems 
discovered during the assessment of resources. An 
example diagram is given below.

7. Add the identifi ed opportunities and problems and their 
possible solutions to the initial list of intended outcomes.

8. After conducting the walk and drawing up the transect 
diagrams for the larger area (e.g. the community), 
extension workers are encouraged to ask individual 
farmers to assess the availability and access to 
resources for their own farms. Transects per farm 
allow teams to observe more closely farm practices, 
achievements and indigenous technologies; it identifi es 
specifi c problems and their possible solutions.

Soil Rocky Gravel Gravel Sand Clay

Land use Forest Farmland
Grazing Village Farmland

Grazing Farmland

Crops and 
vegetation

Trees
Bamboo

Grass
Shrubs
Millet

Sesame
Beans

Hibiscus

Sorghum
Groundnuts

Problems Erosion Drought
Pests

Drought
Low soil
fertility

Opportunities
Fuel wood

Timber
Bamboo

Pasture
Rain-fed
farming

Market
Transport

Water
Credit

Health care

Pasture
Rainfed
farming

Flood 
farming
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Venn diagrams

The following provides guidance for applying Venn diagrams 
in a village community. You will have to adapt it to your team 
farm.

1. Organize the team into 2—3 separate focus groups 
(e.g. women and men), including a mix of socio-economic 
groups. Be sure that the poorest and most disadvantaged 
are included or have their own groups as appropriate.

2. Find a clear level space or work on a large piece of paper. 
The Venn diagram can be traced on the ground or a large 
sheet of fl ip chart paper.

3. Each group lists:

• all the products/services that they consider important;
•  all the local groups, organizations and outside 

institutions that are most important to them. 

4. The participants consult and agree on the relative 
importance of each product, service, organization, etc. 
For each, cut out a paper circle: large, medium or small 
(large = most important, small = least important). The 
name or symbol of each organization should be indicated 
on the circle representing it. Cut out a circle for the 
community (farm); also give it a size to indicate its 
importance.

5. The participants consult and agree on relationship 
between/among these products, services, etc. both to 
each other and to the community/farm. 

Market-oriented farm management for trainers of extension workers 
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Venn diagrams (continued)

6. Discuss as many institutions as possible and ask the 
participants to position them in relation to each other. 
The circles are then arranged on the ground/paper to 
represent these relationships. Use the following as a 
guide for arranging the circles: 

• Circles at the outer edge of the diagram = 
 no contact or limited contact.
• Circles in the centre of the diagram = 
 closer cooperation/contact.
• Circles close to, touching, or overlapping each other = 

degree these work together.
• Circles close to, touching or overlapping the community 

circle = work with community but has other functions 
outside.

7. Institutions can be viewed in terms of input supply, 
credit providers, market linkages or service providers 
in crop and livestock production. The data can also be 
viewed in terms of gender or wealth.

Picture of a Venn diagram
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Input 
suppliers

Village community

Veterinary 
services

Schools Health 
services

Extension
service
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Trend lines

The guideline is written for a community, but it can be 
applied to many other situations. For the purpose of the 
training exercise, apply the guidelines to your farm team. 
Because your farm team is imaginary, use your knowledge as 
an extension worker to create a history.

1. Organize the participants into groups. Each member will 
take a turn as facilitator. Divide the time by the number 
on the team/group. This will give everyone a chance to be 
a facilitator.

2. Decide on a time period you want to explore (make it at 
least 20 years).

3. Draw a large blank graph on paper for each trend to 
be explored. Explain how left of the horizontal axis 
represents the past and the far right represents 
the present. Ask what intervals (e.g. year, events in 
history) should be used along the bottom axis (e.g. 1995, 
2000, 2005). Explain how the estimates of increase 
and decrease are to be shown on the vertical axis. 
(Remember to take turns facilitating.)

4. Ask the participants about important changes in the 
community. Questions to ask while facilitating include:

• What are the most important environmental trends 
 (e.g. drought, erosion)?
• What are the most important economic trends (e.g. 

prices, costs of inputs, yields, livestock production)?
• What are the most important demographic trends 

(e.g. out-migration, increase of female-headed 
households)? 

• What other trends are important?
• What are the linkages between the trends?
• What is getting better and what is getting worse?
• What trends impact on women and men differently?

Market-oriented farm management for trainers of extension workers 
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Trend lines (continued)

5. As the questions are explored, get an indication of 
high, medium or low (or some other relevant distinction) 
that can be assigned to a given year or period. Put a 
mark on the appropriate place on the graph. When you 
have covered all the time periods for a single question, 
connect all the points with a line. The line for each 
question should be different. Give a key to indicate 
what issue the lines represent.

6. The trend lines show the increase to decrease of, say, 
demand of product or price of product over time. See 
the example below.

Key

   Prices of cabbages (over the years)

   Prices of tomatoes (over the years)

Module 5 — Participatory approaches

medium

low

high

   Prices of cabbages (over the years)

   Prices of tomatoes (over the years)   Prices of tomatoes (over the years)

2002          2003          2004          2005
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Flow diagrams

These guidelines are presented for general use. You will 
need to adapt them for your farm team. Take turns being 
the facilitator. Divide the time available by the number of 
members in your farm team. This will give you the amount of 
time each member should serve as facilitator.

1. Create a space on the ground or on a large piece of paper.

2. Consult and agree on the processes or relationships to be 
analysed. This should be simply general problems being 
faced by the farm, a community or could be focused on 
a specifi c crop or enterprise that interests the farmers. 
The group should come to a consensus on the specifi c 
enterprise or area they want to examine. (For this 
example, choose from input, production or marketing 
issues affecting your farm team.)

3. Farmers discuss and list their problems using symbols or 
labels to illustrate each problem as it is identifi ed. The 
facilitator explains that often problems are connected 
and the next step is to look at the connections between 
the problems identifi ed. Which problem seems to be the 
biggest or most general? You may wish to use a scoring 
system to identify the ‘end’ problem. Identify that one 
at the bottom of the diagram. It is possible there will be 
more than one signifi cant problem, but it is more likely 
that other problems are causes of the major problem.

Problems can be of many kinds and of different natures. 
The problem usually represents the failure or unsatisfactory 
progress toward a particular objective. A household may 
have an objective of being prosperous. A farmer might 
have the objective of high profi ts. Failure to achieve these 
objectives becomes the problem. Therefore, a general 
household or community problem might be: hunger and 
poverty. A more specifi c farming problem might be: low 
income (losses) from the farm.  

Market-oriented farm management for trainers of extension workers 
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Flow diagrams (continued)

4. The group now looks for the direct causes of the end 
problem(s). As they are identifi ed the symbols are placed 
on the diagram and arrows are drawn in to represent 
the causal relationships between the problems. Each 
problem is represented on the ground once only. The 
causes of those problems are identifi ed and added to 
the diagram. These may be from the original list or may 
be newly identifi ed. The process is continued until the 
participants are happy that all the problems have been 
included and all the connections identifi ed. 

5. The problems at the edge with no identifi ed causes are 
the “root causes”. If the logic of the diagram is correct 
and has been carefully done, solving the root causes 
will result in solving the other problems. It is useful to 
discuss the possible solutions to these root causes with 
farmers and identify which ones can be infl uenced by 
farmers themselves and which cannot.

6. The positive effects of the solution can be traced back 
on the diagram, turning problems into solutions, e.g. lack 
of draught power becomes adequate draught power.

This analysis can be used by the farmers to prioritize the 
possible solutions that they would like to explore. Their 
focus can now be trained on the real issues (root causes) to 
assist them to make better farm decisions. An example of a 
fl ow diagram is shown on the next page.

Module 5 — Participatory approaches

Note
Generally, it is advisable to exclude the 
problem of a general lack of money from 
the diagram as it can dominate and be seen 
as the source of all the problems. This 
tends to hide the causes of lack of money.
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Example of a fl ow diagram

High 
population

Expensive inputs

Few inputs

Limited
grazing

No land

Unreliable
rainfall

Thin cows

Poor post-harvest
handling Limited 

draught 
power

Low prices 
for cattle

Low crop
production

Poor crop quality

Low farm income

Hunger and
poverty

Key
Root cause

Intermediate 
problem/cause

End problem
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Participatory theatre

Participatory techniques in the form of drama or theatre 
are used to create short problem posing scenes and to 
enable the audience to probe, refl ect on and respond to 
issues of concern to them provoked by the drama. This 
approach poses questions and problems, rather than supply 
answers and solutions, in order to bring change in the 
community’s and farmers’ perceptions of the world and 
themselves as individuals within it, allowing the community 
and farmers to examine their attitudes towards the 
unresolved dilemmas in the drama that refl ect their lives.

A question is chosen for which section that provokes 
discussion. A theme and a question relating to each 
other are discussed and farmers can relate to their own 
situations. 

There are two ways to present dramas. One is straight 
performance followed perhaps by group discussion among 
those watching the performance. The other is with audience 
participation where the ‘performers’ engage the audience 
in developing the story. This is done by stopping the 
performance at a ‘critical moment’ where a decision has 
to be made and asking the audience for ‘advice’. Then the 
performance resumes following the advice given.

1. For this exercise, the team consults on an important 
issue facing their farm.

2. They then work out what could be done to improve the 
situation.

3. They develop a dialogue among the performers that will 
help the audience hear the problem and the solution.

An example of a drama is given on the next page.

Module 5 — Participatory approaches
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Participatory theatre (continued)

The following is a guide to developing a drama to share 
information about pest management. In this case the 
product is potatoes. In practice, the author would use a crop 
relevant to the message being shared. 

FARMER 1 (Bill) visits Farmer 2 (Joan).

FARMER 2 complains about pests in her potatoes.

FARMER 1 tells Farmer 2 about his use of a pest 
management system, which he learned about from the 
extension worker (or farmer fi eld school, radio). 
Farmer 1 invites Farmer 2 to his fi eld.

FARMER 1 and Farmer 2 are at Farmer 1’s fi eld.

FARMER 1 shows Farmer 2 his healthy pest-free potato 
crop.

FARMER 2 expresses amazement and asks for information 
about where to learn this pest management technique to 
improve her own crop.

FARMER 1 tells Farmer 2 about the extension worker (or 
farmer fi eld school, radio programme).

FARMER 2 says she is going to follow up on that right away.

FARMER 1 and Farmer 2 meet again after Farmer 2 learned 
about and applied the pest management system. Farmer 2 
tells Farmer 1 about the improvement of her crop. Now that 
her crop is healthy, she gets a better price.

She is very grateful to her friend and gives him a gift that 
she bought at the market with some of her profi ts. 

Market-oriented farm management for trainers of extension workers 
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Maps and mapping

The community members are the best experts of their area. 
The community village map initiates dialogue among the 
community members. Similarly, farmers can be engaged in 
developing individual farm maps or maps showing the spatial 
arrangements of their farms. Because everyone has done 
mapping in Module 2, no one will do a mapping exercise.

1. A large open space should be found and the ground 
cleared. (Alternatively work on a large piece of paper. 
When using paper, where it says to place, participants 
can draw or cut out symbols to place on the map.) 

2. Start by placing a rock or leaf to represent a central and 
important landmark. 

3. Participants are then asked to place other things on 
the map that are important in the village. Each time 
something is placed on the map, a record should be 
made of what it is (e.g. large fl at stone represents the 
community hall). Participants should not be interrupted 
unless they stop drawing in which case questions can 
be asked such as whether there is anything else of 
importance that should be added.

4. Discuss the map both as it is being developed and once it 
is fi nished. Discussion questions may include:

• Who makes decisions about who can use land or water?
• Does the village have land that is held in common? 
 Who decides how common resources will be used?
• Where do people go for water, fi rewood and grazing?
• Are the rights of access different for women and men?
• Which of the indicated resources are the most 

problematic? Why?

Module 5 — Participatory approaches
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Maps and mapping (continued)

If you are working on the ground, be sure to transfer the 
map (including the key to symbols) to paper.

The facilitator may ask participants to indicate some things 
they would like to see in their village that are not currently 
on the map. These can be added to the map. Discussion can 
be held to identify ways of fulfi lling these visions

In the case of the farm map it should be properly identifi ed 
and sizes of fi elds determined to assist in planning activities 
for possible investments such as land levelling, irrigation or 
drainage systems. 

Market-oriented farm management for trainers of extension workers 
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Semi-structured interviews

The semi-structured interview is a form of guided 
interviewing where only some of the questions are 
predetermined. 

The interviewers choose a topic (or facilitate the group to 
choose a topic) to explore. 

The interviewers prepare a list of topics (checklist). From 
these, some basic starting questions are developed. These 
will be used to start the interview and to move on to the 
next main issue once the other area has been adequately 
covered. (Again, like a checklist.) As the predetermined 
questions are discussed, new questions come up during the 
interview. 

The interviewing team consists of 2—4 people of different 
disciplines. They make it very clear that the objective of 
the interview is to learn from the farmers. 

Begin the question by referring to someone or something 
visible. The interview is conducted informally and there is 
mixing of questions with discussion. The team should be 
open-minded and objective and avoid value judgements. Only 
one member should do the note taking.  It is important to 
take note of non-verbal signals during the discussion. 

During the interviews avoid making conclusions for the 
farmers, lecturing or advising, repeating questions, asking 
sensitive or leading questions. It is important to probe 
further on issues and listen carefully.

Be aware of the farmers’ schedules. Time interviews so they 
do not interfere with important activities.

Module 5 — Participatory approaches
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Observation

The observation method is usually used together with other 
methods. It involves observing objects, events, process, 
relationships or people and recording these observations. 

Direct observation is a good way to crosscheck respondents’ 
answers. 

Use of checklist to do observations systematically is 
recommended.

This works well when doing a livelihoods analysis 
or resource map.

Market-oriented farm management for trainers of extension workers 
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Preparing for Session 5.3
Symbol-based methods and calculations

Learning outcomes
Understanding and applying

symbol-based calculation methods

Training aids
Exercise 5.3A (Symbol-based calculations 

of gross margins)
Handout 5.3A (Symbol-based methods 

and calculations)
Handout 5.3B (Example of a participatory 

budget for maize)

Notes
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Symbol-based methods and calculations

In this session the participants will learn about symbol-
based communication and the role it can play in agricultural 
extension, particularly among semi-literate and semi-
numerate farmers. The methods will include gross margins, 
food requirements and labour analysis. With this basic 
practice, they should be able to apply the skill to other tools 
such as break-even and cash fl ow.

Session 5.3 — Training notes 41Session 5.3 — Training notes 41

Opening statement
Review of Handout 5.3A. In Module 4, we explored 
seven different farm management tools requiring 
calculations. These can be divided into two groups.

Complex calculations

• Gross margin budgets
• Marketing margins
• Break-even
• Sensitivity analysis
• Cash fl ow

Simple calculations

• Food requirement
• Labour analysis

Each of these can be conducted using both numeric 
and symbol-based methods. The basic principle for 
symbol-based calculations applies to both groups: 
that is, numbers are replaced with symbols. We shall 
use an exercise to learn to apply this method.



Market-oriented farm management for trainers of extension workers 

Exercise 5.3A
Symbol-based calculations of gross margins
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Purpose: To practice translating numeric gross margins into symbol-based 
  gross margins. (Participants should have read and studied 
  Handouts 5.3A and B prior to this exercise.)

Method: Symbol design, drawing, gross margin matrix.

Materials: (i) Sticks, stones, twigs, seeds, (ii) clear ground.

Allow 180 minutes for this exercise

Procedure

1. Ask the participants to form their farm teams.

2. Each team should select the gross margins for one crop and one livestock 
enterprise (if time permits). It is important that the size of the enterprise 
is set in terms of area planted or the number of livestock kept. 

3. Each group should draw a matrix or grid on the ground similar to the seasonal 
calendar. Ask the participants to describe the different months in the top 
row of the grid, in the form of symbols. Time is represented on the matrix 
by columns. Each column could signify a month, week, day or any other period 
of time. If months are chosen, the fi rst column becomes the fi rst month, the 
second the second month, and so on. 

4. The second row shows the activities carried out each month. Group members 
need to agree on the symbols used to describe each activity. Don’t forget 
what the symbols symbolize. From the third row on, indicate the resources 
used. This could include labour, machinery and any other inputs.  Other rows 
should include cash expenditure and value of output and income. 

5. Quantities could be shown by numbers of beans, with a value attached to 
each one. For example, in September, nine stones could be placed in the 
fi rst column to indicate the ninth month. The amount of fertilizer used can 
be denoted by the number of beans, each representing a bag. Labour can be 
represented by number of persons or labour days. The number of people 
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Exercise 5.3A (continued)

 can be symbolized by sticks and another symbol used for labour days. Group 
members should indicate the quantity of the resource required in each month, 
by placing a specifi c number of counters in the relevant cell in the grid. 

6.  In the same way, the cash expenses and income generated by the enterprise 
can be denoted by the number of beans allocated. Income could be shown in 
terms of produce marketed and production retained for home consumption. 
The aggregated number of beans shows the total income. 

7. The groups should now calculate the ‘end balance’ of resources. This can be 
worked out by comparing resources used (expended) and income received. It 
is important that all the outputs and inputs of the enterprise are included in 
this calculation and not just those given cash values. Subtract the beans used 
from those required to produce the income. If there are beans that remain 
in the output row, it means that the gross margin is positive. Conversely, if 
more beans remain in the expenditure row it means that the gross margin is 
negative. The end balance can be expressed in both physical and cash forms 
(e.g. as three bags of maize and $100 cash). Alternatively, if a cash loss 
is made it can be expressed as three bags of maize less $100 cash. More 
commercially orientated farmers may want to convert all resources into cash 
terms and calculate the profi t.

8. After constructing the gross margins each group should then present their 
fi ndings to the other members. All the groups should get a chance to present 
their gross margins.

Session 5.3 — Training notes 43Session 5.3 — Training notes 43

Note
For farmers who fi nd counting a problem, the following 
technique should be of help when determining balances:

• Gather the counters representing the amount 
of the resource used as an input.

• Gather the counters representing the amount 
of the resource produced as an output.

• Take one counter from each pile (i.e. to form a pair) Take one counter from each pile (i.e. to form a pair) T
and continue until no counters are left in one of the piles.
The remaining counters indicate the size of the balance.
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Symbol-based methods and calculations

In Module 4, we explored nine different farm management 
tools, seven of which require calculations. These can be 
divided into two groups:

Complex calculations Simple calculations

• Gross margin budgets
• Marketing margins
• Break-even
• Sensitivity analysis
• Cash fl ow

• Food requirement
• Labour planning

Each of these can be conducted using both numeric and 
symbol-based methods. The basic principle for symbol-based 
calculations applies to both groups: that is, numbers are 
replaced with symbols. 

When applying this method with farmers, the extension 
worker will have to decide how to create the symbols. If 
the calculations are done in a room where paper and pens 
are available, then it is possible to draw the symbols. If 
they are done in the fi eld (e.g. on the ground), it may be 
necessary to create symbols with rocks, beans, sticks. 
In either case, the fi rst step is to create a matrix or 
framework that represents the farm management tool (e.g. 
gross margin, cash fl ow).

In this session, we are going to look at creating a symbol-
based food requirement, labour analysis and gross margin. 
Once you have mastered the symbol-based gross margin, you 
will be able to apply this to the other complex calculations.

Space for notes
and questions
for the facilitator
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Symbol-based methods and calculations (continued)

Simple calculations

Translating simple calculations (i.e. food requirement and 
labour analysis) from a numeric to a symbol-based method 
simply requires one to create symbols for concepts and 
numbers. An example of each is given on the following pages.

In addition, a typical enterprise budget for maize using 
concepts and numbers including a symbol-based version is 
given in Handout 5.3B. 

Food requirement. We shall recall 
from Session 4.6 that the basic food 

requirements in numeric form are:

Family size
(people)

Family size
(people)

Family size Food required
each year (kg)
Food required
each year (kg)
Food required

1 240
2 480
3 720
4 960
5 1 200
6 1 440
7 1 680
8 1 920
9 2 160

10 2 400
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To translate this to a symbol-based method 
we need to create symbols for 

concepts and numbers:

Family 
size

Family 
size

Family Annual food 
requirement

= 1 = 10 = 100

= 5 = 20 = 500

= 10 = 50 = 1 000

giving ...
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This participatory budget was constructed by a group of women farmers in 
Buhera District, Zimbabwe. The budget shows the resource outputs and inputs 
for 1 acre of maize. When constructing the budget, symbols and counters were 
used on the ground.

* Reference: FAO 2007, Participatory farm management methods for analysis, decision making and 
communication by P. Dorward, D. Shepherd and M. Galpincommunication by P. Dorward, D. Shepherd and M. Galpincommunication
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Symbol-based methods and calculations (continued)

Additional use of symbol-based methods

Below is a simple example of another use of symbol-based 
methods. 

Information sharing: analysing market options.

This is a simple method to visually demonstrate the effect 
of using different markets on net income.

Three farmers from Njoro grow and market bananas. One 
sells in Njoro. The second sells in Nakuru. The third sells in 
Nairobi. Using participatory methods, the extension worker 
can help the farmers compare their marketing choices and 
demonstrate the effect each choice has on price, transport 
costs for marketing and net income.

An example of a matrix to analyse the choices is set out 
below.

Njoro Nakuru Nairobi

Farmer
A

Price ooooo
Transport ooooo
Net income oooo

Farmer
B

Price oooooo
Transport oooooo
Net income oooo

Farmer
C

Price oooooooooo
Transport oooooooooo
Net income ooooo

Key  o = $100



Review of Module 5

At the end of this segment 
participants will have the basic understanding 

and skills to apply participatory methods 
and symbol-based tools in support 

of market-oriented farming.
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The following outline will guide the facilitator 
in a brief review of the activities of this module.

Session 5.1
Overview of participatory 

methods and tools
Purpose of this session: 

To introduce the participants to 
participatory approaches that can be used 

for data collection, analysis and dissemination. 

Learning outcomes
(i) Understanding the importance of 

participatory approaches for better communication  
with farmers and in particular will less literate 

and numerate farmers and the different methods 
that can be applied, (ii) selecting the most appropriate 

method to match a particular situation. 

Session 5.2
Use of methods and tools

Purpose of this session: 
To provide the participants with examples 

of participatory methods/tools 
that can assist them as extension workers 

to better communicate with farmers. 
These methods/tools are intended to complement 

those covered in the previous module. 

Learning outcomes
(i) Understanding the relevance and usefulness 

of participatory methods/tools in farm management 
and (ii) developing skills in their application. 

Market-oriented farm management for trainers of extension workers 



Closing questions
Ask participants if they feel that the overall purpose 

of the module has been achieved and 
if they have improved their understanding of 
the concepts behind the methods and tools,

and the skills and competency in applying 
symbol-based approaches to farm management. 

Make reference to each of the methods 
and tools discussed previously.
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Session 5.3
Symbol-based methods 

and calculations
Purpose of this session: 

To introduce extension workers to 
symbol-based methods of application of 

the farm management tools previously discussed. 
These methods can assist farmers to quantify 
and analyse the use of their farm resources 
and improve their decision making processes.

Learning outcomes
Understanding (i) different ways of collecting data

using ‘symbol-based’ methods, (ii) the ability 
and skills to select and use the methods chosen.

Module 5 — Participatory approaches
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The purpose of Module 5 is to engage farmers in the 
pursuit of farm management goals. Here we will explore 
participatory and symbol-based methods of working with 
the various farm management tools.











































































































































































































Module 1
FARM MANAGEMENT

  

Market-oriented
farm management

for trainers 
of extension workers  

AFRICA

Module 7
REVIEW, EVALUATION,

EXAMINATION

6

TRAINING 
 MATERIALS FOR

AGRICULTURAL 
MANAGEMENT,

MARKETING 
AND FINANCE



For further copies of this publication
and the information on FAOʼs activities

related to farm management
please contact:

Agricultural Management Group
Rural Infrastructure and Agro-industries division

Food and Agriculture Organization of the United Nations
Viale delle Terme di Caracalla 

00153 Rome, Italy

Fax: (+39) 0657056850
E-mail: AGS-Registry@fao.org

Web site: http://www.fao.org/ag/ags/index_en.html 

This publication is also available on the Internet at:
http://www.fao.org/ag/ags/subjects/en/farmMgmt/training.html



Market-oriented
farm management

for trainers 
of extension workers

AFRICA

Module 7
REVIEW, EVALUATION,

EXAMINATION

Food and Agriculture Organization of the United Nations
Rome, 2007

TRAINING 
 MATERIALS FOR

AGRICULTURAL 
MANAGEMENT,

MARKETING 
AND FINANCE

6



The designations employed and the presentation of material in this information 
product do not imply the expression of any opinion whatsoever on the part 
of the Food and Agriculture Organization of the United Nations concerning 
the legal or development status of any country, territory, city or area or of its 
authorities, or concerning the delimitation of its frontiers or boundaries.

ISBN 92-5

All rights reserved. Reproduction and dissemination of material in this information product 
for educational or other non-commercial purposes are authorized without any prior 
written permission from the copyright holders provided the source is fully acknowledged.  
Reproduction of material in this information product for resale or other commercial 
purposes is prohibited without written permission of the copyright holders.  Applications 
for such permission should be addressed to the Chief, Publishing and Multimedia Service, 
Information Division, FAO, Viale delle Terme di Caracalla, 00153 Rome, Italy or by e-mail 
to copyright@fao.org

© FAO 2007



Module 7 — Review, evaluation, examination

REVIEW, EVALUATION, EXAMINATION . . . . . . . . . . . 1

Session 7A
Changes in perception . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3

Session 7B
Reflection, consultation, action  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7

Session 7C
If I were facilitator . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17

An interval: Farm team humour . . . . . . . . . . . . . . . . . . . . . . . . . . . 21

Session 7D
Training evaluation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23

Session 7E
Training examination . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31

Answer guide
Training examination . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45

Course summation and closing ceremony . . . . . . . . . . . . . . . . . . . . . 53

Module 7 — Contents iii





Module 7 — Introduction 1

REVIEW, EVALUATION, EXAMINATION

In this final module of the training programme it is time 
to evaluate what has been achieved and to consider 
ways to implement in practice what has been learned. A 
number of specially designed test sequences are provided 
here. Each includes a pre-test review dealing with 
certain aspects of the programme followed by a test 
form to be completed by participants or others who may 
have been involved in the training. These are meant to 
be flexible in application and can be used in several ways:

• as a formal in-class review and testing exercise 
administrated by the facilitator(s), subsequently 
graded, returned to the participant and followed  
by a possible class discussion;

• as a standard classroom exercise typical of others 
in this training programme entered into by both the 
facilitator(s) and the participants. Test forms are 
then completed by the class as a joint effort with 
help by the facilitator(s) if required;

• as a completely independent exercise by participants 
alone even after the course is over.
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Changes in perception

A test to see if class perceptions 
regarding farming, farm management 

and market-oriented farm management
have changed from those first percieved
and recorded in Module 1, Session 1.3A.

Session 7A — Pre-test review  3
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4 Session 7A — Pre-test review

Market-oriented farm management for trainers of extension workers 

Allow up to 60 minutes
to complete both review and test

Procedure

1. Have the participants refer to the impressions they listed 
 at the beginning of this course in Handout 1.3A.

2. Divide the participants into teams of 3—4 and have each team
 as a group discuss the answers that they listed in that first survey 
 and the changes in their perceptions  between then and now.

3. Then, using the worksheet provided in Handout 7A, each participant
 should (i) identify individually perceptions that have changed, (ii) record
 how they have changed, (ii) after discussion again with the group,
 appraise and record the significance of the changes.

4. Ask each team  in turn to share its findings (one numbered perception
 for each group) until all nine perceptions have been covered. Distribute
 the test form provided in Handout 7A for each person to complete. All 
 notes and reference materials are permitted.

Note
It is difficult to anticipate what participants 
will say. There will undoubtedly be some change 
in perceptions. The main issue is to encourage 
reflection, critical thinking and seeing the 
dynamic nature of market-oriented farm 
management.

Changes in perception

To reasses initial views of class members
about farming, farm management

and market-oriented farm management
and to identify what has changed
since the beginning of this course



Test form 7A  5

Changes in perception

In Session 1.3 the following statements related to farming, 
farm management and market-oriented farm management 
were asked. Now that this programme has come to a close, 
read each statement again; think briefly about it and decide 
whether you “agree” or “disagree” with the statement, or 
if you “don’t know”. Circle the appropriate word under each 
statement. When finished, compare these to your answers 
from Handout 1.3. Has there been a change?  If so, what 
changed and why? If not, why not? Record your answers in 
the space provided.

Statement Agree Disagree Don’t know

1. The main purpose of having a farm 
    is to produce food for the family

    Change/no change: why?

2. The purpose of farm management
    is to optimize production on the farm

    Change/no change: why?

3. The main purpose of farming
    is to generate income

    Change/no change: why?

4. Farming should result in personal satisfaction

    Change/no change: why?

(continued on next page)
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Changes in perception (continued)

Statement Agree Disagree Don’t know

5. The purpose of farm management is to maximize
    profits from the farm

    Change/no change: why?

6. It should be the goal of every farmer to produce
    agricultural goods only for the market

    Change/no change: why?

7. To be profitable, farmers need to keep detailed 
    records of income and expenses

    Change/no change: why?

8. Market-oriented farm management requires 
    formal training

    Change/no change: why?

9. Semi-literate farmers can learn about market- 
    oriented farm management 

    Change/no change: why?

Other comments

6 Test form 7A
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Reflection, consultation, action

A self-guided reflection by class members
on the impact of what they have learned, 
how this has led to a better understanding 

of the role of an extension officer,
and the formulation of an initial plan to train

fellow extension workers and farmers
in market-oriented farm management.

Session 7B — Pre-test review  7
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8 Session 7B — Pre-test review

Market-oriented farm management for trainers of extension workers 

Allow 60 to 90 minutes 
to complete both test and review

Procedure

1. Distribute the test form provided in Handout 7B for each person
 to complete. Participants are free to work in groups of 3—4, but are
 are not required to do so.

2. Ask each participant in turn to share the results of their reflections
 reviewing one section at a time (there are five sections). Encourage
 discussion among the participants.

3. At the end of the session the facilitator should collect all test forms.
 These should be copied for ideas to be used in future programme
 formulation. Then return the tests to the respective participants so
 they can add them to their records.

Note
• It is difficult to anticipate what participants will say. 
 What is important is that participants articulate their
 learning. All learning should be encouraged and celebrated.
• Participants will find value in translating what they have
 learned into action. 
• Detailed planning will help them commit to the next step in
 the training programme — that of sharing what they have
 learned with farmers and fellow extension workers.

Reflection, consultation, action

To reflect on the most important thing 
each participant has learned, 

how this has influenced the participant,
and plan how to carry the concepts learned
to farmers and fellow extension workers
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Reflection, consultation, action

1. What is the most important thing 
   you have learned in this course?

 

Content

Process

Other

Module 7 — Review, evaluation, examination



10 Test form 7B

Reflection, consultation, action (continued)

2. How has this influenced your understanding of your work 
as a/an ______________________________?

 

Content

Process

Other

(your job title)

Market-oriented farm management for trainers of extension workers 
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Reflection, consultation, action (continued)

3. Which part of this course do you want to implement 
when you return to work? Why?

4. Implementation plan

To develop an implementation plan 
you will need to think about the following:
• Goal • Action • Measuring • Steps •

• Goal •
What will you achieve by implementing your plan? 

What is the result you are after?

Module 7 — Review, evaluation, examination



Reflection, consultation, action (continued)

• Action •
What are you going to do? 

What is it you are going to implement?

• Measuring •
How will you know you have achieved your goal?

• Steps •
What steps do you have to take to implement your plan? 

What resources do you need? Who might be your partners 
in this plan? When can you complete each step?

12 Test form 7B

(for additional space for steps see table opposite)
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Reflection, consultation, action (continued)

5. Reflection

I will review and reflect on the outcome 
of my plan on the following dates:

16 Test form 7B

(date)

(date)

(date)

Market-oriented farm management for trainers of extension workers 

Notes

Notes

Notes



If I were facilitator

Participants are asked to put themselves
in the position of the facilitator and

 to comment on what they might have done.
This exercise will also help them when later
they are planning their own programmes.

Session 7C — Pre-test review  17
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18 Session 7C — Pre-test review

Market-oriented farm management for trainers of extension workers 

Allow 40 to 60 minutes 
to complete both test and review

Procedure

1. Distribute the test form provided in Handout 7C to each person.
 Divide the participants into groups of 3—4. Ask each group to discuss
 the points listed one by one.

2. During this exchange, participants can begin to record their answers
 on the test form. Participants do not have to agree. The purpose of
 the group discussion is to encourage consultation and the sharing of
      ideas to assist them in formulating their own answers.

3. Now invite individuals to share several of their thoughts with the
 entire class. This should not be a requirement. Some members may 
 be reluctant to share their thoughts openly.

Note
It is important that the facilitators refrain 
from defending themselves if criticized. Be 
very open to learning from the participants 
about trainer performance.

4. At the end of the session the facilitator should collect all test forms.
 These can be used to improve the next presentation of the materials.
 Copy them and return them to the participants.

If I were facilitator

To encourage participants to begin
to plan how they would present

this training programme to others
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If I were facilitator

A number of days have been spent in this course. You have a 
unique perspective to give on the training. What would you have 
done differently? Take sufficient time to provide complete 
answers to the questions below.

What I would do if I were the facilitator

Style of presentation

Relationship with participants

Use of visuals

Module 7 — Review, evaluation, examination



If I were facilitator (continued)

Use of games and demonstrations

Providing feedback

Management of venue, accommodation, meals

Other

20 Test form 7C
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Module 7 — Review, evaluation, examination

An interval
Farm team humour

Here farm teams are given a chance
to tell a story about this training course.

These sessions are meant to be humorous but
the focus should be on the learning experience 

 with an effort to clarify what has been learned 
and put it into perspective.

Not all evaluations need to be based
on serious aspects of the course. One of the
richest forms of reflection is storytelling.
It is suggested that stories by the class 

be introduced at this point as a break between
sessions of review, evaluation and testing.
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Training evaluation
Individual participants are given a chance

to evaluate and to comment freely
regarding all aspects of the course

 and then record the results for future use.

(Arrange for someone who is not
directly connected to the facilitator

to manage the training evaluation exercise.)

The developers of this course and the facilitators
are committed to the continual improvement

of this training programme. To do this,
they need honest and constructive feedback

from all those who have participated.
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Market-oriented farm management for trainers of extension workers 

Allow 60 minutes 
to complete both test and review

Procedure

1. Distribute the test form provided in Handout 7D. Ask each person
 to complete the questionnaire.

2. At the end of the session the facilitator should collect all test forms.
 These should be copied for ideas to be used in future programme
 formulation. Then return the tests to the respective participants so
 they can add them to their records.

Note

Evaluations are meant to be kept confidential 
and will not be discussed. This is to ensure 
that participants will be more apt to answer 
completely and honestly all questions.

Training evaluation

To review the entire course
and record in detail the

feedback of the participants



Training evaluation

In this questionnaire you will be asked your opinion on 
various aspects of the training course for purposes of 
evaluation (you do not need to sign your name). In each 
question you are presented with a statement to which 
you should respond on the answer sheet. Your possible 
answers are:

A
Strongly disagree

B
Disagree

C
Neutral response

D
Agree

E
Strongly agree

General

1. I understood from the course outlines what was expected of me.

2. I think that this course was well organized.

3. I found that I could use things that I learned here in my other work.

4. I felt enthusiastic about studying market-oriented farm management.

5. I have been given sufficient guidance in order to help me cope with this course.

6. I would recommend this course to other extension officers.

Test form 7D  25
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Other comments



26 Test form 7D

Training evaluation (continued)

The facilitator(s)

7. Facilitator(s) presentations were clear. 

8. Facilitator(s) presentations were well delivered.

9. I felt comfortable enough to participate in the class discussions.

11. We covered relevant areas in these sessions.

12. The facilitator(s) made good use of handouts and other course materials.

13. Facilitator/class relationships promoted a productive learning environment.

14. The facilitator(s) inspired enthusiasm for this course.

Other comments

Market-oriented farm management for trainers of extension workers 

10. I would be able to apply concepts I learned in these presentations to other aspects
      of my work.
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Training evaluation (continued)

Practicals/exercises

15. I found that we covered relevant areas in practicals/exercises.

16. I found it beneficial to work in a small group in the practicals/exercises.

17. I found that the feedback on the practical work was useful.

Other comments
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Training evaluation (continued)

Course materials and skills

28 Test form 7D

Other comments

18. I think that I have gained a clear understanding of the concepts and principles 
      of this subject.
19. I found that working on a ‘paper farm’, creating symbols, etc. was a useful way 
      to learn the content of the course.

Market-oriented farm management for trainers of extension workers 



Training evaluation (continued)

Intended learning outcomes

Test form 7D  29

Other comments

20. I now have a meaningful understanding of the framework of market-oriented
     farm management in Africa and farm economic systems.
21. I now have some meaningful skills in communicating basic economic concepts, 
      such as income, cost, profit and margins, in number-based formats.
22. I now have some meaningful skills in communicating basic economic concepts, 
      such as income, cost, profit and margins, in non-number-based (bean-based) formats.
23. I now have the understandings and skills I need to be a more effective 
      extension worker. 

Module 7 — Review, evaluation, examination



Training evaluation (continued)

Learning modes

25. I found the participatory exercises a useful way to learn.

26. I found the participatory exercises a useful tool for carrying out my extension work.

30 Test form 7D

 What do you perceive are the strengths of this training?        
                                                       

 If you could make changes to this course, what would they be? 

24. I feel that being given more personal responsibility for learning on my own 
      or with a study group (farm team) will help me with my extension work.

Market-oriented farm management for trainers of extension workers 
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Module 7 — Review, evaluation, examination

Training examination
This course has been based on the study

of the concepts and tools required,
and the practice of skills relevant

for market-oriented farm management.
Now participants will test their ability

to apply the principles that they have covered.

For the last session we have developed
an examination to be taken by the entire class.

When completed it will be marked
so that particpants will have a clear idea

of how much and how well they have learned.
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Allow 90 minutes
to complete the final examination

Procedure

1. Arrange seating for writing the examination.

2. Distribute the examination form provided in Handout 7E 
 to each person. This is an open-book test (notes and classroom
 materials are permitted).

3. Each person taking part completes the examination. Some monitoring 
 by the facilitator to clarify participant queries may be required.

4. Upon completion the facilitator makes an arrangement for marking each
 examination paper, possibly photocopying some for the record and then
 returning them to individual participants.

Training examination

To test the understanding of theory
and to test the skills learned



Training examination

NAME OF PARTICIPANT

____________________________________________________

DATE OF COURSE

______________________________

     

Question 1 2 3 4 Total

Possible points 15 25 30 30 100

Score

This exercise tests your ability to apply some of the 
concepts learned in this programme. It should take 
about 90 minutes to complete. Answer all the questions. 
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Training examination (continued)

Question 1
(15 points)

Mrs Shiluli owns a 3 ha farm. She grows 1 ha of wheat, 1 ha of maize and 1 ha 
of millet. She lives with her four children plus her brother and his two children. 
Each year she tries to grow all the coarse grains needed by her household 
(i.e. 240 kg per person). She has worked out the gross margins for her three 
crops for last season. These are given on pp. 37, 38 and 39. Based on all this 
information, complete the following.

34 Test form 7E

 Participant work space 

Market-oriented farm management for trainers of extension workers 



Training examination (continued)

Give answers to question 1
(1 point each)

a. How much food must Mrs Shiluli grow each year for her household?

b. How much food is Mrs Shiluli’s household consuming each year?

c. How much surplus food could Mrs Shiluli add to the crops that she sells  

   each season?

d. Which is Mrs Shiluli’s most profitable crop?

e. What was the whole farm gross income for Mrs Shiluli’s farm?

f. What was the whole farm gross margin for Mrs Shiluli’s farm?

g. What price did Mrs Shiluli get for her millet last year ($/tonne)?

h. What price did Mrs Shiluli get for her maize last year ($/tonne)?

i. What price did Mrs Shiluli pay for planting her millet last year ($/ha)?

j. How much millet did Mrs Shiluli harvest last year?

k. How much maize did Mrs Shiluli sell last year?

l. How much wheat did Mrs Shiluli’s household consume last year?

m. What was Mrs Shiluli’s total cash income from crop sales last year?

n. What was Mrs Shiluli’s net cash income from crop sales last year?

o. Why does Mrs Shiluli’s net cash income not cover her variable costs?
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Training examination (continued)

Question 2
(25 points)

Let us say that Mrs Shiluli’s household agreed to eat only 2 000 kg from two 
crops (in equal amounts) and sell all of the third. She gets the same yields/ha  
as given in the gross margins. Refer to the gross margins for maize, millet and 
wheat on the next three pages.

Give answers to question 2
(5 points each)

a. Which crop would bring the greatest profit; 

    which crop would she sell and not eat? 

b. How many hectares of millet would she grow?

c. How many hectares of maize would she grow?

d. How many hectares of wheat would she grow?

36 Test form 7E

 Participant work space 
Participants that answer all four questions correctly,  receive an additional 5 points bounus. 
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Mrs Shiluli’s 
gross margin for maize

Income Unit value Quantity Value ($)

Sales 400 4 1 600

Consumed 400 1 400

Total 2 000

Variable costs

Seed 200

Fertilizer 100

Pesticide 150

Hired labour 200

Family labour 250

Transport 100

Ploughing 200

Planting 250

Harvesting 200

Total variable costs 1 650

Gross margin 350

Training examination (continued)
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Training examination (continued)

Mrs Shiluli’s 
gross margin for millet

Income Unit value Quantity Value ($)

Sales 300 1 300

Consumed 300 2 600

Total 900

Variable costs

Seed 100

Fertilizer 100

Pesticide 50

Hired labour 100

Family labour 150

Transport 50

Ploughing 50

Planting 50

Harvesting 100

Total variable costs 750

Gross margin 150
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Training examination (continued)

Mrs Shiluli’s 
gross margin for wheat

Income Unit value Quantity Value ($)

Sales 750 2 1 500

Consumed 750 2 1 500

Total 3 000

Variable costs

Seed 300

Fertilizer 250

Pesticide 150

Hired labour 200

Family labour 250

Transport 100

Ploughing 200

Planting 250

Harvesting 200

Total variable costs 1 900

Gross margin 1 100

Module 7 — Review, evaluation, examination
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Training examination (continued)

Question 3
(points 30)

Define the following and give two examples of each from a small-scale farm.

Give answers to question 3
(2 points each)

a. Natural capital

Definition

Example

Example

b. Financial capital

Definition

Example

Example
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Training examination (continued)

c. Physical capital

Definition

Example

Example

d. Human capital

Definition

Example

Example 

e. Social capital

Definition

Example 

Example
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Training examination (continued)

Case study — read and then complete Question 4.

In western Uganda there is a village about 15 km outside Kasese — a 
regional centre. Twenty families live in the village, which is about 5 km 
from the tar road to Kasese. Each family has a piece of land around their 
homestead. Each has about 1 ha of land. Ten families grow maize. All of the 
families grow plantain (starch banana). Five of the families grow vegetables 
because they are the only ones with direct access to the stream that 
runs near the village. For the last two years maize yields have been lower 
than normal — no one seems to know why. All efforts to get the extension 
officer to help have failed. One youth who studied at the agricultural 
college thinks it may have to do with maize seed the farmers keep for 
planting.

An association was formed to process the plantain leaves into a paper-
like product, which are then painted or embroidered and sold to a craft 
marketeer in Kasese. 

The community shares a large grazing area for livestock. It has never been 
measured, but is about half the size as the village itself. It is located along 
the stream. All of the families eat maize and vegetables. All of the maize 
crop is consumed within the village. About half the plantain and vegetables 
are sold in Kasese. They also eat fish from the stream, but in the dry 
season there are few fish because the water is low. 

Most families own a donkey and cart, and so they take turns carrying 
the vegetables and plantain to market in Kasese. Other foods, such as 
chicken, eggs, milk, are generally produced by various families and traded 
in kind at the local village market. Other goods, such as clothing, soap, dry 
goods, beans and small household items, are sold at the local shop, which 
also serves as the post office. The shop also has the only telephone in the 
village. A mobile clinic comes to the village once a week. There is a two-
class school for the children. Older scholars travel to Kasese. Either they 
ride a bicycle or stop the bus along the tar road. 

The roads inside the village are dirt roads and are maintained by a work 
party organized among the youth in the village by the local authority. The 
road from the village to the tar road is in good condition, except in the 
rainy season when is gets many potholes. 

About half the households have one person who travels daily to work in 
Kasese.
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Training examination (continued)

Question 4
(points 30)

Identify and assess the various kinds of capital in the village.

Give answers to question 4
(2 points each)

Capital Link to 
social capital

Sustainability 
(e.g. limiting factors)

Natural

Physical
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Training examination (continued)

Capital Link to 
social capital

Sustainability 
(e.g. limiting factors)

Financial

Human

Social

44 Test form 7E
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Question 1 2 3 4 Total

Possible points 15 25 30 30 100

Score
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Answer guide* — Training examination

* Distribute to participants only after completion 
of the classroom examination or if participants 

are to administer the examination by themselves.



Answer guide (continued)

Question 1
(15 points)

a. How much food must Mrs Shiluli grow each year for her household?

b. How much food is Mrs Shiluli’s household consuming each year?     

c. How much surplus food could Mrs Shiluli add 

    to the crops that she sells each season?         

 

d. Which is Mrs Shiluli’s most profitable crop?       

e. What was the whole farm gross income for Mrs Shiluli’s farm?     

f. What was the whole farm gross margin for Mrs Shiluli’s farm?     

g. What price did Mrs Shiluli get for her millet last year ($/tonne)?     

h. What price did Mrs Shiluli get for her maize last year ($/tonne)?     

i. What price did Mrs Shiluli pay for planting her millet last year ($/ha)?    

j. How much millet did Mrs Shiluli harvest last year?      

k. How much maize did Mrs Shiluli sell last year?       

46 
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8 x 240 = 1 920 kg

2 + 1 + 2 = 5 t = 5 000 kg

5 000 - 1 920 = 3 080 kg

Wheat

900 + 2 000 + 3 000 
= $5 900

150 + 350 + 1 100 = $1 600

$300/tonne

$400/tonne

$50/ha

3 tonnes (3 000 kg)

4 tonnes (4 000 kg)



Answer guide (continued)

l. How much wheat did Mrs Shiluli’s household consume last year?     

m. What was Mrs Shiluli’s total cash income from crop sales last year?    

n. What was Mrs Shiluli’s net cash income from crop sales last year?    

o. Why does Mrs Shiluli’s net cash income not cover her variable costs?    

Question 2
(25 points)

a. Which crop would bring the greatest profit; 

    which crop would she sell (and not eat)?  

b. How many hectares of millet would she grow?        

c. How many hectares of maize would she grow?       

d. How many hectares of wheat would she grow?       
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2 tonnes (2 000 kg)

300 + 1 600 + 1 500 
= $3 400

3 400 - 1 900 - 750 - 1 650 
= -$900

The family consumes too 
much of the crops;

Mrs Shiluli does not sell 
enough of her crops

Wheat

1 ha = 3 000 kg so 3 000/l = 1 000 X
X = 1/3 or 0.33 or 0.35 ha

1 ha = 5 000 kg so 5 000/l = 1 000 X
X = 1/5 or 0.2 ha

3 ha - 0.33 ha (millet) - 0.2 ha (maize)
= 2.2 ha or 2.47 or 2.5 ha



Natural capital are the resources that occur naturally or that are not 
created by man.

Financial capital includes cash, credit, loans or income that farmers and 
their households use to achieve their farm management and livelihoods 
objectives.

Income, equity.

Cash, credit, loans. 

Water, wildlife, soil.

Land, plants (trees, flowers, herbs, shrubs, etc.). 

Physical capital consists of the producer goods and the basic 
infrastructure goods needed to support the farm and livelihoods. 

Roads, telecommunications, electricity, access to a clean water supply 
and sanitation, secure shelter. Infrastructure goods perhaps unique to 
farming include irrigation canals and water to farm edge, government 
storage facilities, railway sidings. 

Seed, fertilizer, equipment, livestock, farm fences, wells, pumps and 
irrigation equipment.
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Answer guide (continued)

Question 3
(points 30)

a. Natural capital

Definition

Example

Example

b. Financial capital

Definition

Example

Example

c. Physical capital

Definition

Example

Example
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Human capital represents the skills, knowledge, ability to labour and 
good health that, together, enable persons to pursue a livelihood to fulfil 
their personal objectives.

Knowledge and/or skills in: farming, production, marketing, management 
and planning. 

Labour on the farm.

Social capital is the available social resources upon which people draw 
in pursuit of their livelihood objectives.  It consists of informal social 
networks and formal organizations used by individuals, households and 
communities to get things done — whether it be farming, business or 
provision of basic needs.

Shared labour (human assets): labour contracts, work parties, or  
shared labour.
Shared equipment (physical assets), financial assets (loan/savings 
schemes).

Common access to natural assets: rivers, lakes, wildlife, indigenous crops 
and common grazing land.
Collective structures of group organization, cooperatives, societies  
or farmers associations.
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Answer guide (continued)

d. Human capital

Definition

Example

Example

e. Social capital

Definition

Example

Example
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Answer guide (continued)

Question 4
(points 30)

Capital Link to 
social capital

Sustainability 
(e.g. limiting factors)

Natural

1. 10 ha of farmlands
2. Common grazing land
3. Fish in stream
4. Access to stream

1. Common property
2. Common property
3. Common property

1. Few in dry season
2. Low in dry season

Physical

1. Road access to regional 
   centre (Kasese)
2. Village roads
3. Maize
4. Plantain
5. Chicken, eggs, milk
6. Two-class school
7. Bicycle(s)
8. Donkey carts

1. Maintained by work party 
   organized among the youth 
   in the village by the local 
   authority 

2. Share for marketing

1. Dirt section potholed in 
rainy season

2. Maize yields down

3. No high school; children 
    must ride/walk long 
    distance to bus to Kasese 
    school

Financial

1. Income from jobs 
   in Kasese
2. Income from vegetables 
    and plantain sold in Kasese
3. Local village market
4. Local shop
5. Supply of clothing, soap, 
    dry goods, beans and 
    small household
6. Telephone

1. Trading in kind

Market-oriented farm management for trainers of extension workers 
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Answer guide (continued)

Capital Link to 
social capital

Sustainability 
(e.g. limiting factors)

Human

1. Farming skills
2. Youth with agric training
3. Organized local authority
4. Marketing organizing skills 1. Group management

1. Limited knowledge (don’t 
   know why maize yields 
   are down)

Social

1. Common grazing land
2. Post office
3. Mobile clinic
4. Work party organized 
among the youth in the 
village by the local authority 
to maintain roads
5. Access to bus transport 
along tar road
6. Organized marketing

1. Common property

2. Mutual assistance

3. Informal groups

1. Only once a week

Module 7 — Review, evaluation, examination
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Course summation 
and closing ceremony



Notes



Notes
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The following is a list of the AGSF series TRAINING MATERIALS 
FOR AGRICULTURAL MANAGEMENT, MARKETING AND FINANCE

1. Farm planning and management for trainers of extension workers 
 in the Caribbean, 2004 (CD-ROM, English).
2. Horticultural marketing extension techniques, 2004
 (CD-ROM, English).
3. Farm planning and management for trainers of extension workers.
 Asia, 2006 (Hard copy and CD-ROM, English).
4. Integrating environmental and economic accounting at the farm level,
 2005 (CD-ROM, English).
5. Curso de gestión de agronegocios en empresas asociativas rurales 
 en América Latina y el Caribe, 2005 (CD-ROM, Español).
6. Market-oriented farm management for trainers of extension workers.
 Africa, 2007 (Hard copy and CD-ROM, English).

In preparation

• Farm planning and management for trainers of extension workers. 
 Latin America (CD-ROM, in Spanish). 
• Training manuals on farmer business schools. Asia and Africa. 

Other work

• FAO Pacific Farm Management and Marketing Series 3, Helping small 
 farmers think about better growing and marketing (Hard copy)*.

* Copies soon to be available from AGSF



For further copies of this publication
and the information on FAOʼs activities

related to farm management
please contact:

Agricultural Management Group
Rural Infrastructure and Agro-industries division

Food and Agriculture Organization of the United Nations
Viale delle Terme di Caracalla 

00153 Rome, Italy

Fax: (+39) 0657056850
E-mail: AGS-Registry@fao.org

Web site: http://www.fao.org/ag/ags/index_en.html 

This publication is also available on the Internet at:
http://www.fao.org/ag/ags/subjects/en/farmMgmt/training.html



Market–oriented farm management training covers many 
aspects that have to be integrated into extension. As such 
a review and examination of what market-oriented farm 
management is all about is required. Module 7 reviews what 
has been learned during the training programme and how 
extension workers intend to apply the concepts and tools 
of farm management to their day-to-day work. 



Overview 1

Market-oriented farm 
management for trainers of 
extension workers in Africa

Overview



Overview 2



Overview 3

Context

Africa has many smallholder farmers who for years 
have farmed primarily for household food consumption 
with some surplus sold to the market. 

Farming forms an important part of livelihoods 
strategy, but has not been approached as a business.

Farming has not been approached as a profit-making 
undertaking.



Overview 4

Context

Globalizing markets present challenges and 
opportunities for small-scale farmers.

Africa is moving more and more to a cash economy; 
increased demand for food, fibre and fuel in cities.

Smallholder farmers need to consider ways and means 
of exploiting opportunities in markets.



Overview 5

Context

Important to gain understanding, skills and 
competence in farm management practices that aim 
at increasing incomes for farmers by selling in the 
market.

Farm management has often remained neglected in 
agricultural extension, in both the training of 
practitioners and in the job descriptions of extension 
workers. 

Extension in the past has focused largely on issues of
production and productivity, limiting itself to the 
transfer of technologies.



Overview 6

Context

The singular focus on production and technologies is 
not sufficient to meet the changes occurring at all 
levels of farming locally, nationally, regionally, 
internationally.

As smallholder and family farms become more and 
more integrated in the market economy, they have 
moved to more intensified ways of production, using 
‘modern’ inputs and machinery, thereby increasing 
their productivity and total production.



Overview 7

Context

Farmers are increasingly diversifying their activities 
in relation to market opportunities. 

Diversification means introducing new crops (like 
livestock) or new activities (like post-harvest 
processing and storage).

There are changes and advances occurring everywhere 
and on every front. 

Inputs, equipment, technologies, social and labour 
structures and market opportunities are all changing 
and these are impacting on the livelihoods of 
smallholder farmers.



Overview 8

Context

For many farmers this situation is relatively new. 

Farmers now have to manage combinations of land, 
labour and other resources in a significantly 
different manner than in the past.

Farmers are confronted with problems they did not 
know before, such as variations in costs of fertilizers 
and other inputs.



Overview 9

Context

Farmers face difficulties in selling their produce at a 
good price.

They experience strong fluctuations in market prices 
and demands too extreme to meet the specific quality 
requirements needed for their products.

In short, they are confronted with farm management 
problems for which their past experience is of little 
support.



Overview 10

Context

Cannot speak about farmers, their farms and farm 
management without understanding the broader setting 
of the systems in which they find themselves.

Each farm operates in a unique system. While most 
farm systems have a number of aspects in common, 
each farm is unique. 



Overview 11

Context

While the diversity of farming systems is enormous, 
according to different climates, ecological zones, socio-
economic and socio-political situations, what is of central 
importance is the understanding that principles of 
market-oriented farming can be applied to most farming 
systems.



Overview 12

What is market–oriented farm management?

Market-oriented farm management is a term used 
to capture a body of concepts and skills aimed at 
supporting farmers who have begun to adjust 
(orient) their farming activities to the opportunities 
and demands of the market.

Farm management is all about making decisions on 
the farm. 



Overview 13

What is market–oriented farm management?

Market-oriented farm management is all about making 
decisions on the farm that enable farmers to farm 
for profit, expanding their potential. Focuses 
attention on efficient production of farm products 
for profitable sale.

Effective market-oriented farm management should 
help farmers and their families sustainability and 
continuously increase their wealth over time and allow 
them to have more choices in life.



Overview 14

Aim of the training programme

Farmers need to learn new skills. 

But what are these skills and to what kind of 
situations can they be applied? 

This is what this training programme is all about: 
understanding some of the management challenges 
facing market-oriented farmers and mastering the 
tools which can be used to tackle them.

The first step is for you to understand farm 
management and learn how to use tools which can be 
applied by the farmers with whom you work.



Overview 15

Aim of the training programme

In this training programme you will learn about and 
practice the application of basic concepts and tools of 
market-oriented farm management to situations 
relevant to your own experience.

The principles and tools presented in this training may 
at first seem somewhat involved and complex; as the 
course progresses you will see that it is not about 
numbers and accuracy, but about understanding and 
awareness. 



Overview 16

Aim of the training programme

The primary outcome will be knowledge, understanding 
and skills which will better equip you to assist farmers 
particularly as they become more market-oriented.

The  aim is to contribute to building capacity by 
improving your skills as extension personnel and 
through you, the farmers with whom you work.



Overview 17

Note 1

It is not the intention of this training course to get 
you to change farmers into market-oriented farmers.

The aim is more to help farmers understand why they 
make the choices they make and how to improve their 
decision-making skills.



Overview 18

Note 2

It is up to you to apply the concepts and tools learned 
in this training to the unique settings of each of the 
farmers and groups of farmers to whom you give 
management advice.

You will also want to acquire a general understanding 
of how farmers and farming systems are linked to the 
global environment in which these are functioning.



Overview 19

Note 3

The degree to which farmers themselves are an 
integral part of the governance and delivery of 
extension services will largely determine how 
successful and effective extension services can be. 

Success rests in partnerships with farmers; 
incorporating farmer-to-farmer approaches, working 
informal groups of farmers and working with formal 
farmers’ organizations , at village, district and 
national level.



Overview 20

The learning principle

Experiental learning.

The general format is a combination of individual 
readings, group review and in class exercises.

Exercises will be highly interactive.

Creative learning, training and presentations kills



Overview 21

The learning principle

The programme is guided by a facilitator, but all
need to actively participate; interaction, critique,
evaluation.

You are responsible for your own learning.

It is essentially a process of discovery through
reading, discussion, practice and reflection
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Training programme overview

Module 1: Getting started
Module 2: Understanding the farm setting
Module 3: Farm management decision-making
Module 4: Farm management tools
Module 5: Participatory approaches
Module 6: Planning
Module 7: Review, evaluation, examination



Overview 23

Training programme duration

The training programme runs for about 14 days. 

It can be lengthened or shorted, but 10 days is the    
minimum.



Module 1 1

Module 1
GETTING STARTED

Session 1.1 Getting to know one another
Session 1.2 Building a shared vision
Session 1.3 Farming and market-oriented farm          

management
Session 1.4  Possible roles of extension workers



Module 1 2

Introduction

The purpose of the programme is to train you, via 
interactive learning, to help and support smallholder 
farmers who are beginning to sell or are already selling 
produce.

The aim is to increase  the capability of farmers to 
manage their farm more effectively.

This module is intended to set the learning foundation 
for the duration of this programme.



Module 1 3

Session 1.1 
Getting to know one another

Welcome !



Module 1 4

Getting to know one another

The purpose of this session is to prepare you to work 
and learn together, (group creation, unity and trust) 
and put you at ease with one another.

It will also help build participatory skills in 
preparation for shared learning experiences.   



Module 1 5

Session 1.2
Building a shared vision

Learning outcomes: 
Establishing ground rules for the training

Identify expectations and concerns about the programme
Develop a common understanding about the process and    

outcome of the programme
Develop skills: interviewing, presentation, question 

formulation



Module 1 6

Building a shared vision

The purpose of this session is to set ground rules, 
identify expectations and concerns, and develop a 
common understanding about the process and 
outcomes of the programme.

The ‘ programme guidelines ‘ and exercise will help 
create unity of vision among you and outline the basic 
conceptual framework to be used throughout.



Module 1 7

Programme guideline

1.  You are ‘collaborators’ in this training programme; you 
all work together helping one another learn. The 
facilitator guides the learning process, but all of us, 
including the facilitator, will share the learning 
experience.

You are responsible for your own learning and are 
expected to share your experiences to enhance the 
learning opportunities.



Module 1 8

Programme guideline

2.  To participate in this programme no formal training 
and / or background in farm management is 
required.



Module 1 9

Programme guideline

3. The programme is designed to better equip you in 
your efforts to help farmers improve the 
profitability of their farms. The focus is market-
orientated farm management.

Farmers need to understand how to improve farm
management, take informed decisions on producing 
food and generating income, become less vulnerable 
and more sustainable.



Module 1 10

The conceptual framework

1.     Farm management can be defined as planning and 
implementing activities on a farm for the purpose of 
sustainably supporting a farmer.

Market-oriented farm management focuses 
attention on efficient production of farm goods for 
profitable sale off farm. 



Module 1 11

The conceptual framework

2.   The framework that will run throughout the 
programme is a simplified model of the basic 
elements to be explored in generating income and 
profits on a farm.

INPUTS       THE FARM & PRODUCTS        MARKET



Module 1 12

The conceptual framework

3.    Inputs are defined as those things, like seeds,  
fertilizers, knowledge, skills, etc, which are 
necessary for production on the farm.

4.   The farm is defined as the place where crops and      
animals are raised for the purpose of producing
certain goods including food and fiber products.

5.   The market is the place where farm products are 
sold and / or consumed. 



Module 1 13

The learning approach

Learning means gaining understanding and insight
about concepts, principles and building practical
skills.

1. This programme uses experiential and participatory 
learning; you will learn by experiencing and
doing things together. 

2. The learning will take place mostly in interactive 
groups.These methods are used to ensure you acquire 
understanding, insight and skills needed to assist 
farmers.



Module 1 14

The learning approach

3. Each session of the programme has specific      
learning outcomes for knowledge, understanding 
and/or skill. This enables you to track progress in 
learning throughout the programme. 

Insight will come through personal and group 
reflection on both content and practice.



Module 1 15

The learning approach

4.     Each day you will receive some instruction, will 
participate in practical classroom exercises, group 
discussions and individual work.

Above all you will be given the opportunity to 
practise the tools you learn.



Module 1 16

The learning approach

5. Tools are basically instruments to enable you to      
analyse the various aspects of farm management. The 
programme will help you understand tools and how and 
when to use them. 

6.   Some of the concepts will be new to you, hence one 
of the first things you need to do is to build your 
own glossary of terms and concepts.



Module 1 17

The learning approach

7. Further throughout the programme make notes about 
how you can apply what you are learning. At the end of 
the programme you will be asked to develop a plan for 
applying what you have learned and practiced. 

8.   As you go through the programme, you are encouraged 
to participate as much as possible.



Module 1 18

The learning approach

9.  Tools can be number–based or symbol based. Using 
these visual expressions, you can help farmers 
learn.

10.  With symbol-based tools you can also work with 
farmers who have difficulty with literacy and 
numeracy.
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Learning outcomes

1. Understand the value and place of market-oriented 
farm management in an agricultural extension 
programme.

2. Understand the fundamentals of (i) how profits are 
made on the farm, (ii) the input-production-
marketing relationships, (iii) the importance of 
these relationships to farm profitability.

3. Acquire specific skills to (i) analyse farming 
operations and propose plans, (ii) develop a basic 
whole-farm plan, (iii) develop and use a whole-farm 
cash flow.
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Learning outcomes

4. Understand the value of using symbol-based tools 
and working with groups of farmers.

5.    Acquire skills  to apply a range of participatory 
tools to help farmers implement market-oriented 
farm management on their own farms.

6.    Understand the importance of sustaining natural   
and other resources which are linked to the farm. 
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Session 1.3 
Farming and market-oriented farm 

management

Learning outcomes:
A shared understating of the issues.

Understand one another’s perceptions 
about farming and market-oriented farm 

management.
An appreciation of the diversities and 
similarities of thought in the group.
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Farming and market-oriented farm
management

The objective of this session is to help you develop an 
understanding of one another’s perceptions and 
beliefs about farm management.

We shall examine our shared views to discover 
diversities and similarities of thought in the group.

If we learn to appreciate the diversities and 
similarities in ourselves we will be more effective in 
our work in support of farmers.
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Session 1.4 
Possible roles of extension workers

Learning outcomes:
A shared understanding of the roles of  

extension workers, their relationships with 
farmers and various role players.
Understand the generation and 
dissemination of information.

Understand extension methodologies.
Self-awareness of one’s knowledge and 
preferences relevant to extension in 
market–oriented farm management.
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Possible roles of extension workers

The objective of this session is to broaden 
understanding of the possible roles you can have and 
methods of agricultural extension to use when 
engaging with farmers, particularly in reference to 
market-oriented farm management.

A range of methodologies will be explored and how 
they can be used. This will provide some insight into
the organizational environment in which you operate. 
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Module 1 : Review

• Do you believe that the overall purpose of the module 
has been achieved ?

• Group creation, cohesion and trust
• Building a shared vision about the programme.
• A shared understanding of some of the issues and of 

one another’s perceptions about farming and market-
orientated farm management

• Possible roles of the extension worker
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Module 2: 
UNDERSTANDING THE FARM 

SETTING
Session 2.1 The farm and its enterprises
Session 2.2 The farm and its resources-

natural, human, physical, financial      
Session 2.3 Understanding social capital
Session 2.4 Input and markets; where profits are made
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Introduction

Farm management can be seen from two perspectives;

(i) the farm, the farmer and the input–output relationships of farming,
(ii) the resources used by the farmer; natural, human, physical, 

financial and social.

Resources affect the decisions made and by studying them
we will begin to define the complex decision-making
boundaries of the farm.
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Introduction

Most of you are trained in technical (production)
decision-making,  here the overall system will be
covered.

This includes many complex elements both within and
outside the farm boundaries and we will also
learn that even small farms are highly complex.

You will develop virtual farms to visually plot
enterprises, the decision-making boundaries and the
factors that impact them.
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Session 2.1 
The farm and its enterprises

Learning outcomes:
Understand the farm and its physical 

boundaries
Understand farm enterprises

Understand the connection between cash 
and food, farm and household

Understand the whole system in which the 
farm operates
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The farm and its enterprises

In this session you will learn the basic concepts needed
for the study of market-oriented farm management ;the
farm as a production unit with various enterprises.

The farm will also be seen in terms of its function as
the source of household food and income. 
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The farm and its enterprises

The essential features of a farm are;

(i) the productive resource base (usually land),
(ii) farm inputs and outputs, 

(iii) the farmer as decision-maker and manager.

To apply farm management principles and tools the 
farmer must establish the boundaries of the farm. 

The first type of boundary is the physical boundary. 
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The farm and its enterprises

A farm can be defined as essentially a portion of land 
on which a particular household undertakes 
agricultural activities as part of its livelihood.

The land or any part of the land may be privately 
owned, hired from another owner, or used as part of a 
common property arrangement.
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The farm and its enterprises

The agricultural activities on land may include 
cultivating crops, tending livestock, managing fruit 
trees, exploiting forestry resources or a combination 
of these.

In terms of farm management each activity is called 
an enterprise.

A farm often consists of more than one enterprise, 
although there may be one main enterprise.
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The farm and its enterprises

Farms vary in size from smallholdings of less than a 
hectare involved in subsistence production to large 
plantations covering thousands of hectares.

In this training programme the  focus is on small- to 
medium-size family farms that are partially or fully 
integrated into the market.
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The farm and its enterprises

In Africa, farms are generally interwoven within the 
(extended) family structures of which the farms are 
a part. 

Within the same household different farms can be 
found, constituting more or less independent 
production units. 

The common feature of the farm is its ‘unity of 
management’.
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The farm and its enterprises

Farming may also involve social/community factors. 

A farm, apart from land, may also include structures 
erected on the land.
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The farm and its enterprises

Generally a farm is made up of several enterprises.

Each enterprise requires inputs and produces a 
specific output. This is called an input-output 
relationship.

Inputs are things put into the production process 
such as land, labour, implements, seed, mechanization 
(tractors) fertilizer, pesticides. 

Outputs are the things that are produced like 
harvested crops, milk, meat, eggs.
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The farm and its enterprises

In many cases, the enterprises on a farm are 
interlinked; some of the output of one enterprise is 
used as an input on another. 

Farm management is the effective and efficient 
organization of the input-output relationship and 
process, with an objective of earning profits from  
farming.



Module 2 14

Cash and food crops

Many farmers use their farms to provide food for 
their households. 

Some farmers use their farms to generate cash 
income for their household. 

In some cases, farmers will use their farms to 
provide food for their homes and for cash.
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Cash and food crops

Over the last 30-40 years, there have been many 
changes in the way local, regional, national and 
international economies work. 

More and more farming families find they need cash; 
growing farm products specially for markets (maybe 
in addition to growing food crops).
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Cash and food crops

The changes in these economies have created new 
opportunities to market current and new enterprises. 

Consequently, a larger number of farmers have 
entered markets offering more food products for 
sale.



Module 2 17

Cash and food crops

A notable outcome of increased demand for food is 
the increasing numbers of farms that specialize in 
market gardening around towns.

In such cases, farmers produce bulk food crops, like 
maize or cassava in specific areas and livestock 
products such as milk, eggs, beef, chicken, pork and 
mutton.
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Cash and food crops

Deciding whether to farm for food or cash or for 
both is a difficult decision to make.

The principles and tools of farm management help 
farmers decide how to use their farms to meet their 
food and cash needs.
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Market-oriented production and the need for 
improved management

Life is very difficult for many farmers. There are 
often shortages of cash and food in the household. 

Decisions about the household and about the farm 
often conflict with each other. 
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Market-oriented production and the need for 
improved management

There is more and more need for cash to buy the 
things the household needs, so many farmers need to 
farm for cash. 

Most food farmers do not have the knowledge and 
skills of farm management and so they find it 
difficult to farm profitably.
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Market-oriented production and the need for 
improved management

Farmers must make decisions about running their 
farms. Essentially they must decide:

What to produce?
How to produce?
How much to produce?

Each of these three decision areas involves decisions 
about inputs, decisions about production and decisions 
about marketing.
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Market-oriented production and the need for 
improved management

Deciding what to produce, how to produce and how 
much to produce is influenced by many factors 
including food requirements, income requirements and 
a range of technical factors.

Basic training in the principles and tools of farm 
management can help farmers organize their farms 
and to make the necessary decisions to make them 
more profitable and to meet the objectives of their 
families.
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Session 2.2
The farm and its resources- natural, 

human, physical, financial

Learning outcomes :
Understand the different kinds of capital 

used on farm.
The relationship of farm management and 

its resources.
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The farm and its resources

In this session you will explore and understand
the range of resources used by farmers on their farms.
The resources, also referred to as capitals,  will be
covered in a livelihoods framework of natural, human,
physical and financial capital. (Social capital will be
discussed in the next session). 

The importance of maintaining and enhancing resources
to ensure sustainable profits from the farm enterprise
will be emphasized.
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The farm and its resources

The working base of the farm is composed of a 
number of resources. Resources can be divided into 
five categories called ‘capital’: natural, human, 
physical, financial and social capital.

In general these resources are either owned and/or 
controlled by the farmer, owned by someone else and 
hired by the farmer, or are common property to 
which the farmer has access.
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Natural capital

Natural capital (natural resources) is classified into 
three broad categories;

(i) ‘biological, renewable resources’ which includes such natural 
resources as rangeland (grazing-land), forests, fish and wildlife, 

(ii) ‘non-renewable resources’ which is land and its productive
powers, 

(iii) water. 

Sustaining the productive capability of natural capital 
is a very important part of farm management
because natural capital is the primary resource used 
for both food production and profits.
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Natural capital
Biological, renewable resources are often common 
property such as grazing land and forestland (except 
legally protected forest or game reserves and 
national parks).

In many societies access to cultivated land for 
grazing is free after harvest. In many regions of 
Africa registered land ownership is still uncommon. In 
such cases, land tenure rights are exercised through 
unwritten customary law.

Land and water area are often also regarded as 
common property; where resources are accessed 
through customary practice or through more modern 
laws.



Module 2 29

Human capital

Human capital refers to people; the skills, knowledge, 
ability, good health and human power available to 
farmers to carry out their farming activities.

An important human resource to the farmer is labour.  
Labour may be provided from the farm family, it may  
be hired, or it may be obtained through a customary     
social contract or practice.
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Human capital

In many parts of Africa, customary social contracts 
exist. Such contracts generally make mutual aid 
possible under an unwritten reciprocal agreement.

Human capital is among the most complex resource 
used by a farmer. Many of the most difficult 
decisions made by a farmer involve human capital.



Module 2 31

Physical and financial capital

Physical and financial capital are the things and funds 
available to farmers to carry out farming activities.

Physical capital includes producer goods like seed, 
fertilizer, equipment, planted trees and livestock. 

Financial capital includes cash, savings and access to
credit.
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Farm capital and financial management

Each of these types of capital represent decisions a
farmer must make:

What is the condition of the crop lands? Grazing land?
What crops can be grown?

How much land should be allocated to which enterprises?
How much labour is needed? What source of labour is

best? Family? Hired?
What equipment, seed, tools and infrastructure is

needed for each enterprise?
How should the farm be financed? With cash? With

loans? A combination?
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Farm capital and financial management

A farmer faces these and many other decisions   
about resources every year and sometimes every day.

The more farmers understand the role of farm capital 
and how it relates to farm management, the better 
their positions will be to make decisions to increase 
the sustainability and profitability of their farms 
over the years.
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Natural capital

Natural resources form part of the ‘assets’ of a 
farmer. As such it is capital employed to create 
profits. So we refer to natural resources as natural 
capital.

A farm management issue for natural capital is;

How can farmers use natural resources both sustainably and 
profitably?

Because market-oriented farm management works 
largely in economic terms, it is useful to think of 
natural resources as part of the capital base of a 
farm.
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Natural capital

Land

Vegetation

Water 

Fish 

Wildlife
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Human capital

Farming uses several forms of human capital  
including labour and management, which it draws from 
various sources.

Human power is a critical element of farm 
productivity.

Five types of labour are commonly called upon in 
small-scale farming.
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Types of labour

Family labour

Communal labour

Social work contract

Sharecropping

Hired labour
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Functions within the household in relation to 
labour availability

Labour is not a single homogenous input. It consists of 
variations in terms of age and gender groups. 

Division of labour is important to improve efficiency 
and productivity. 

Division of labour by gender is being increasingly 
questioned as societies adopt new social standards 
based on the principle of equality of women and men.

Different roles and responsibilities of men and 
women have implications on labour availability and 
productivity.
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Impact of social factors on labour availability 
and productivity

Various factors affect labour productivity and 
availability including:

Cultural practices 

Religious rites 

Climate 

Ill health

Death  

Migration in search of employment 

Nutritional status of family members
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Physical and financial capital

Physical capital consists of the producer goods and 
the basic infrastructure needed to support the farm 
and livelihoods. 

Producer goods are those things which farmers need 
to produce their products, like seed, fertilizer, etc.

Infrastructure consists of changes to the physical 
environment that help farmers to meet their basic 
needs and to be more productive, like roads, access to 
a clean water supply etc..
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Physical and financial capital

Financial capital includes cash, credit, loans or income 
that farmers and their households use to achieve 
their farm management and livelihoods objectives.
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Sources of financing and credit

Self-financing

Credit Financing
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Accessing financial capital/credit

Viability of the proposed plan or previous
success

The character and ability of the farmer

Security

The cost of the loan

Advantages of credit/loans

Limitations of credit /loans for farmers
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Farmer, market-orientation and resources

Three challenges faced by farmers :

1. Farmers are attracted by strong market demand
and good prices for their products,

2. Farmers are under strong pressure from their
dependents for a better life,

3. Farmers need to preserve the productive powers
of their farm.
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Farmer, market-orientation and resources

Hence a farmer needs to be :

1. A good farm business manager,

2. A capable decision-maker in the household, 

3. A wise user of resources.
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Session 2.3 
Understanding Social Capital

Learning outcomes: 
Understand the different ways of sharing 

natural, human, physical and financial 
resources

Understand the advantages and 
disadvantages of sharing
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Understanding social capital

In this session you will explore the concept of social
capital and the role it plays particularly in
smallholder farming.  

Social capital can be defined as the institutions, 
relationships and norms that shape the quality and
quantity of a society’s social interactions.
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Understanding social capital
Social cohesion is critical for rural communities to 
prosper economically and for development to be 
sustainable.

Social resources consist of informal social networks 
and formal organizations used by farmers , the farm-
household and communities to exchange resources 
and information.

The strength of social capital depends upon shared 
interests, common or mutual agreements on 
norms/rules, mutual trust and reciprocity within the 
rural community.
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Understanding social capital
Social capital involves interaction between individuals   
and groups. These interactions can be informally or   
deliberately arranged.

The interactions increase confidence among the 
farming community to act for the overall benefit of 
members. Interactions help farmers to get to know 
each other and develop networks.

Social capital is dynamic and is both used and built 
through interactions where people share resources, 
knowledge, skills and values. 
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Understanding social capital
A useful way of looking at social capital is to ask the 
questions: 

(i) Who owns it? 
(ii) Who has access to it? 
(iii) What are the relationships between people like?
(iv) What rules, norms and sanctions exist?
(v) How is social capital used?
(vi) How strong are the connections and networks?
(vii) What types of social arrangements exist?
(viii) How effective are local groups?
(ix) What are their weaknesses and how can they be  

addressed? 
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Understanding social capital

If the resource is collectively owned or held and 
there is access to it by the collective, then it is a 
social asset.

Conversely, a bicycle may belong to a single person; it 
is privately owned and it can become a shared 
resource if the owner decides to make it available . 
But in reality the owner has the power to withdraw 
the asset ( bicycle).

In the case of human assets, one cannot own a person, 
so a shared human resource would be defined more by 
the right of access.
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Five categories of social capital
Shared natural capital
Where communities have shared access; rivers, lakes, common 
grazing lands, shared crop lands, wildlife and fish.

Shared human capital
Includes social work contracts that can be called upon by   
members of the community.

Shared physical capital
Includes items like equipment, buildings, fences which are  
owned collectively to which the collective has access. It also 
includes privately held items which may be made available under 
a cooperative arrangement within a group of people.
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Five categories of social capital
Shared financial capital
This is where financial assets are held collectively by the group; 
group savings, group loans, group investments.

Institutional social capital
Formal and informal social organizations that provide services, 
support and safety nets to the community. Some of the 
institutions may be structures that govern access to natural, 
human, physical and financial capital.

A cooperative is an example of institutional social capital which 
provides access to physical and financial capital to its members. 
A village bank is another example of institutional social capital 
providing access to finance.
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Social capital characteristics

The intangibles
Beyond the more tangible forms mentioned, social capital can    
be also characterized by four elements:

Relations of trust

Reciprocity and exchanges

Common rules, norms and sanctions

Connectedness, networks and groups
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Social capital characteristics

Relations and trust
Trust is the common thread in all forms of social capacity; 
‘thrust lubricates cooperation’. Social obligation and trust can  
replace time, money and energy when carrying out an activity.

Reciprocity and exchanges
Social capital often works on two levels; (i) where reciprocity or 
exchange is specific and timed, (ii) where reciprocal exchange is 
less defined.
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Social capital characteristics

Common rules, norms and sanctions
It is rare that these are openly negotiated, they are known and  
understood, as they are traditional and have been passed from 
generation to generation.

Connectedness, networks and groups
Can be formal to informal groups to looser development 
networks. Connectedness consists of five groupings; (i) local 
connections, (ii) local-local connections, (iii) local- external 
connections, (iv) external-external connections, (v) external 
connections.
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How is social capital used?

In many parts of Africa, social capital is an important 
means of survival and forms the foundation for 
society and for economic activity.

Social capital is used for many economic activities on 
farms such as buying of inputs, marketing of produce, 
exchange of information, mutual help, and 
accumulation of savings and provision of loans.



Module 2 59

How is social capital used?

Social capital arrangements are used to manage more 
effectively labour, common property, infrastructure, 
finance, credit, organization, access to inputs and 
marketing, and knowledge (both acquired and 
indigenous).

Social capital also  fulfills a welfare purpose within 
the village community, collecting funds for funerals or 
weddings and health.
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How is social capital used?

Social capital is usually formed when people in the 
rural community come together either formally or 
informally to use their resources, such as labour, 
savings, land and water etc.
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How is social capital used?

Social capital implies group action or joint action 
involving more than a single farmer.

Group action brings benefits; 
More effective
More efficient

Higher level of information
Discipline
Support 

Psychological stimulation
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Functions of social capital

Providing mutual help at key times of the year when 
labour demands are great.

Sharing resources in periods of personal tragedy  and
celebration.

Providing food assistance at times of austerity and
drought.

Reciprocity in breaking bottlenecks through the
provision of scarce resources.
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Functions of social capital

Construction/development of community projects.

The pooling of assets in order to expand the 
production potential.

Creating a safety net in times of hardship.
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Types of social capital arrangements

The means of providing additional labour or other 
resources by farmers can be classified as;

Informal 

Commercial 

Cooperative 

Sharecropping

Communal Labour
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Types of social capital arrangements

Informal arrangements
These imply that help is given on a friendly basis without 
involving financial transactions and legal bindings.
Relatives, friends and  neighbours are most commonly
used.

Commercial arrangements
Services made in expectation of payment and profit. Such        
arrangements do not carry any social obligation, but social ties
may reinforce the contractual agreement. 
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Types of social capital arrangements

Cooperative arrangements
Grouping of farmers are established for mutual benefit of  
users; initiated by farmers, with prior discussion, formal   
commitment and legally binding for a period of time.

Sharecropping
The farmer makes another person ( called a sharecropper)      
responsible for a particular crop, which the latter cultivates
and harvests. The sharecropper is not paid a wage, but is
allowed to keep a share of the crop yield.
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Types of social capital arrangements

Communal labour
A common practice in which villagers work together. There are 
many societies where communal labour groups are the 
only means of supplementing family labour.  Groups may be
formed by kinship, neighbours and age, and organized on the      
basis of reciprocity, with incentives offered in kind. 
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Weaknesses of social capital arrangements

Breakdown of informal arrangements
Commercial and market trends are undermining the traditional 
basis of neighbour help and mutual aid; 

Farm enterprise specialization
Increase in enterprise output

Awareness by more commercially minded farmers of the value
of time

Need for more formal labour arrangements
Need for more skilled labour

Hiv/aids.  
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Weaknesses of social capital arrangements

Breakdown of more formal arrangements
In group work conflicts often arise. This may be caused by 
group size, heterogeneity of members, ineffective leadership 
etc. Conflict may lead to; 

Inadequate provision to its members 
Lack of member commitment 

Low cohesion 
Performance and sustainability 
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Weaknesses of social capital arrangements

Conflict can occur within all social capital 
arrangements mentioned. The causes of conflict are 
complex.
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Common sources of social conflict:

1. Failure of communications

2. Formation of splinter groups

3. Difficulty in reaching consensus

4. Commitment of group members
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Common sources of social conflict:

5. Interpersonal conflict

6. Group cohesion

7. Lack of trust and corruption

8. Lack of understanding
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Addressing weaknesses

Groups size and composition

Effective leadership

Management training programmes

Organizational arrangements

Management procedures
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Session 2.4 
Input and markets:where profits are made

Learning outcomes:
Understand how money is made on the farm

Understand the role of inputs in 
profitability

Understand the concept of the market
Understand the role of markets in 

profitability
Understand the market for products
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Inputs and markets-where profits are made

In this session you will be introduced to the off-farm 
management activities of input supply and marketing. 

The farm is more than a place of production, it is a 
business that requires management activities beyond 
production activities; inputs, equipment and markets 
are where profits are made.
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Inputs and markets – where profits are made

Farm management decisions do not only involve 
production related decisions. 

Farm management also requires that decisions be 
made about off-farm opportunities. 

Two key aspects of farm management are inputs and   
markets.
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How money is made on the farm

Money is made when raw materials (called inputs) are 
combined with labour (another input) and processed 
(called production) into goods that are sold to 
consumers.

If the cost of the inputs and production are less than 
the income generated by sales, then the business  
(farm) makes money.

If the cost of inputs and production are greater than 
the income generated by sales, then the business 
(farm) loses money.
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How money is made on the farm

Good production managers can be good business 
managers only when they understand clearly that 
money is made through the management of this
process:

INPUTS           PRODCUTION         MARKETS
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Inputs

Inputs can come from the farm, such as compost or 
manure, or can come from outside the farm, like 
specialized tools. 

Farmers need to know which inputs to use and where 
to get them and determine whether the additional 
cost of using inputs will generate sufficient additional 
income to cover these costs.
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Input categories

Labour

Equipment

Production requisites

Genetic material

Finance
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Input categories
Labour
People who work on the farm. In some countries labour is the 
most limiting factor to growth and profitability, caused by 
shortage of labour (especially skilled labour) and / or the cost of 
actual labour. 

Equipment 
Tools, handling equipment, implements and means of traction 
(tractors/ draught animals). Technology choice is important for 
it has to do the job that the farmer requires and fit in the 
farmer’s livelihood and household system. Farmer’s will often 
make the choice between labour and equipment.
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Input categories

Production requisites
For crop production, requisites are seed, fertilizer etc. For 
livestock production requisites are feed, medicines etc. As with
equipment, production requisites need to be appropriate to the 
farmer’s situation.

Genetic material
Trees for orchards, point-of-lay hen, day-old chicks, breeding 
stock, dairy stock, etc. These are critical inputs into the farm; 
quality and suitability for the climate and other factors are key 
issues to consider when choosing genetic material.
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Input categories

Finance
Includes cash, loans, trading agreements and credit 
arrangements. How farmers finance their enterprise can make 
the difference between profit and loss.
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Sources of inputs
The farmer’s own farm

Other farms

Private suppliers

Local general dealers

Farmers’ cooperatives

Product distributors

Importantly farmers must consider the price, quality and availability
of various sources of inputs.
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The market

Once the appropriate input and equipment has been 
selected the farmer can start producing. 

However, farm products gain value only once they 
leave the farm and are exchanged for money.
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What is the market?

The market is the place where the exchange of 
products for money takes place. 

The market is made up of sellers, buyers, products 
and prices. 

The relationship among these elements influences the 
amount of money received in exchange for products.
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What is marketing?

Marketing is the process of exchange between the 
producer (farmer) who sells and the consumer who 
buys. 

The exchange takes place when the two sides agree on 
an exchange rate (price). 

If they do not agree on a price, no exchange will take 
place. 
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Price

Price is the exchange value of a product measured by 
money. 

The price of a product is determined by two concepts: 
supply and demand.

Supply refers to how much of that product is 
available and on sale. Demand refers to how much 
consumers (people who buy it) want the product.

The balance between supply and demand sets the 
price of the product.
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Price
High prices are a result of supply being lower than 
demand. Low prices occur when the supply of a 
product is greater than the demand for the product.

Understanding the relationship between supply and 
demand will help farmers to decide on product price.

When farmers plan they need to know what prices to 
expect. When they sell they need to know what prices 
to charge.
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Why is it important to market agricultural 
‘products in Africa?

Two factors make it important to market agricultural 
products in Africa. 

First, populations in towns and cities in Africa are 
increasing. This is increasing the demand for 
agricultural products. 
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Why is it important to market agricultural  
products in Africa?

Second, the economies in Africa have changed,    
people need  and want things that require cash; school 
fees, uniforms, radios, televisions, soaps, cooking 
utensils and linens. 

Rural farm families must rely on their farms to 
generate cash income. They do this by selling 
(marketing) agricultural products.

‘Market-oriented farming’ means thinking about and 
making decisions about selling agricultural products in 
the market.
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Why is it important to market agricultural       
products in Africa?

Farmers can plan to take advantage of  marketing 
opportunities; growing enterprises for the market.

Understanding the market reduces the farmer’s risk in 
generating a cash income.

Good farm management requires a good understanding 
of the market; the decision-making boundary of the 
farm must extend to include the market.
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Marketing is finding out what the customer  
wants and supplying it

Marketing is a process where a farmer finds out what 
the customer wants, supplies it at the quality and 
price at which the customer is prepared to buy and at 
which the farmer makes a profit.

Agricultural marketing involves a number of tasks 
including harvesting, grading, sorting, packing, 
transporting, storing, processing, distributing and 
selling of produce.
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Price taker

Farmers who produce and sell in a competitive market 
with many buyers and sellers are called price takers. 

Price takers have very little influence on the price. 
They can sell as much as they want at the market 
price. 

Their marketing challenge is to cope with fluctuations 
in supply and demand during the year. 

In such an environment, successful marketing implies 
selling as much as possible at higher prices. 
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Price maker

In situations where the market may not yet exist or 
may be very small, the farmers may be a  price maker. 

This is true for specialized products produced for 
‘niche’ markets. 

Their marketing challenge is to get a higher price by 
making their products different from other similar 
products. 

This could be done by growing a new variety or 
producing a product of higher quality to be sold in 
specialized markets (e.g. mushrooms, flowers, etc.). 
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The marketing chain
The different steps involved in moving produce from 
the farm to the consumer is called the marketing 
chain. 

At the simplest level, the steps  involved may just be 
the time taken by farmers to walk to a nearby market 
and stay there until all of their produce is sold. 

At the most complex level, a product may be stored 
for long periods, transported long distances and 
processed several times before reaching the form in 
which it is finally sold.



Module 2 97

The marketing chain

The cost of marketing makes the price of a product in 
a shop or retail market higher than the price paid to 
the farmer.

Each person or agent who handles the product 
changes the product in some way and charges a fee.

This fee is added to the cost of the final product 
sold.
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The marketing chain

If the farmer sells directly to the end customer, the 
farmer will receive the full market price, but will be 
responsible for all the marketing costs. 

If the farmer sells to someone else, for example a 
processor, the farmer  will receive only the price paid 
by the processor. The processor is then responsible 
for the marketing costs.
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Costs involved in the marketing chain

Product preparation and packaging costs
Products must be prepared and packaged for      
marketing.

Handling costs
At all stages in the marketing chain, produce will have to be 
packed, unpacked, loaded and unloaded.

Transport costs
Transport by foot, bicycle, car, truck or other means are all 
costs which are added to the final price of the product. 
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Types of Markets

There are many different types of markets; some 
close to the farmer others far away. 

In some markets, farmers can sell their products 
with very little packaging, handling and transporting.

Other markets may require substantial packaging, 
handling and transporting.
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Types of Markets

Each type of market requires different information, 
different skills, and different decisions.

Most smallholder farmers sell at farm or local 
markets; you can help farmers improve their ability in 
using local markets to increase profits.

This will help farmers acquire skills, resources and 
yields necessary to access other markets.
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Types of Markets

Local Markets

Distant markets

Export/International markets

Specialized markets
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Marketing channels

A number of marketing channels exist for farmers;

Market directly from the farm

Supply processing units  

Directly supply retail outlets

Market through farm and / or market stalls

Sell through contracts to commercial farmers or processors
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Options for marketing produce

Farm-gate marketing
Consumers come to the farm to buy produce; the sale of 
vegetables from a farmer’s garden, the sale of eggs from an egg 
production unit and the sale of pigs directly from the farm. 
This type of marketing is common in traditional small farming.



Module 2 105

Options for marketing produce

Village marketing with farm stalls
Farmers may sell as individuals or they may group together to 
sell collectively. Selling at a farm stall located in the village or 
along a main road. 

Unlike farm gate marketing, the farmers take their products 
closer to the customer.
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Options for marketing produce

Produce markets
Produce markets are set up in larger villages and towns. They 
usually cater for larger-scale commercial producers and, in turn, 
supply the larger urban centres. 

These markets usually seek larger quantities of specific grades 
of produce. Farmers can use agents at the market to sell their  
produce.
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Options for marketing produce

Stock sales
Stock sales (auction system) where the sellers offer animals for 
sale and buyers offer a price for the animals. The seller may 
decide whether or not to accept the price offered by the buyer. 

The prices are not fixed. Generally, prices reflect the supply and 
demand position both locally and within the entire market. Pigs,
cattle, goats and other animals are commonly marketed this way.
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Options for marketing produce

Collective marketing
Farmers’ associations may get together and jointly market
their crop. This form of marketing is one of the basic
functions of a cooperative.
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Options for marketing produce

Contract marketing
With contract marketing the farmer sells directly to the
retailer at prices, quantities and qualities agreed to in advance.
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Options for marketing produce

Community-supported marketing
A farmer or group of farmers supported by a neighbourhood or 
community agree to provide produce at a set price or a 
proportion of yield based on the degree to which the community 
have supported them (i.e. supported their costs of production).
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Common marketing problems

Lack of market information is the most important 
problem in marketing. 

Farmers need current price information to plan 
properly.

Lack of information leads to frequent surpluses on 
the market which decrease prices.
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Common marketing problems

Lack of expertise and information; including a 
shortage of extension officers to convey information.

Low volumes and quality problems with their produce
leading to poor returns.

Government support is minimal.

Market flooding (over-supply).
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Common marketing problems

Lack of local marketing outlet infrastructure
(e.g. a lack of road-side stalls).

Lack of technical know-how on packaging and grading.

Inconsistent supply of farm products.

Little contact between producers and buyers.
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Common marketing problems

Transport, availability, costs, financing to pay     
costs.

Lack of (or access to) storage facilities and pack-
houses.

Prices of equivalent imported products are low.
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The decision-making boundary

The decision-making boundary (the farm management 
boundary) extends well beyond the production unit 
and the household.

It extends beyond the natural resource base of the 
farm. 

It includes all the factors that affect the 
profitability of the farm: inputs, production and 
markets.
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Module 2:Review

• Do you believe that the overall purpose of the module 
has been achieved ?

• You should have a good practical understanding of the 
farm setting in which market-oriented farm 
management decisions are made.

• You will have learned about small-to medium-size 
family farms and their enterprises, the farm and its 
resources including social capital, and the input/ 
production/marketing process.



Module 3 1

Module3:
FARM MANAGEMENT AND 

DECISION-MAKING
Session 3.1 The farmer and decision-making
Session 3.2 Resources and farm management             
Session 3.3 Inputs, markets and farm management
Session 3.4 Risk, vulnerability and sustainability
Session 3.5 Information and farm management
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Introduction

In this module the concept of farm management will be
introduced. Farm management decisions will be covered
relating to the five capitals, inputs and marketing. 
The concept of risk will be introduced as the importance
of data and information in management decisions.
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Session 3.1
The farmer and decision-making

Learning outcomes:
Understand the farm/family goals
Understand the farmer as manager

Understand the farm management decision-
making process

Understand the different roles family 
members play in the decision-making 

process 
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The farmer and decision-making

In this session you will learn to realistically
visualize the decision-making boundaries of a farm. 

The physical decision-making boundaries and how they
extend to the farm  household will be explored. 

You will also cover the decisions that have to be
made, who will make them and when.
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The farmer and decision-making

Decision-making is central to farm management. Each 
decision has an impact on the farm and on the farm 
household. Even deciding to do nothing is a decision 
and has an impact. 

The more a farmer is aware of the decision-making 
processes that affect farm and household, the more 
sustainable the enterprise will be and the more likely 
it will be profitable and sustainable.
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The farmer and decision-making

In many parts of Africa, farm decisions are closely 
tied to decisions made in the household. Farm 
decisions affect food availability, play an important 
role in social ceremonies and are linked to issues of 
social status and wealth.
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The farmer and decision-making

Two of the main features for understanding economic 
decision-making are;

(i) the way farm boundaries are determined 
(ii) the ultimate social objectives for which farm goods are

produced. 

In this training programme we refer to the farm 
boundaries as ‘decision-making boundaries’.
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The production decision- making boundaries

We generally first think of a farm in terms of its 
physical enterprise boundaries; land, crops, livestock, 
fences etc.

Many of you are trained only in decision-making about 
production.

The production decision-making boundaries are just 
the beginning of the decision-making boundaries of 
the farm.
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The production decision- making boundaries

Production decisions depend on a number of factors 
that fall outside the physical/ production area of the 
farm. 

One of these factors is the farm family/household.
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Farm and family household decision-making 
boundaries

In many parts of Africa, the farm and the household 
are virtually one entity. 

Decisions about the farm directly impact on the 
household and decisions about the family directly 
impact on the farm. 
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Farm and family household decision-making 
boundaries

More and more, families require cash for things like 
school fees, medicines, transports, etc.

It is useful for anyone working with a farming family 
to understand the dynamics of the farm household 
and the relative decisions.
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Farm and family household decision-making 
boundaries

Farm boundaries are determined by family structure.

There may be a family farm under the head of 
household, but the farm may have various sub-units 
over which a family member will have some level of 
control.

This will have implications for decision-making, 
particularly with reference to shared labour and 
equipment.
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Farm and family household decision-making 
boundaries

Traditionally men are heads of households, but there 
are now many variations. 

Even within a clearly established arrangement, 
different members of the family make different 
decisions for the family at different times of the 
year.
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Farm and family household decision-making 
boundaries

For each specific farm, you will need to identify not 
only the physical boundaries of a farm, but who makes 
what decisions and when.

This is necessary in order to determine the decision-
making boundaries of each farm in terms of access to 
resources, resource sharing at family level and the 
main objectives of production.
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Social and economic goals

Farmers and their families need a secure source of 
food and they seek a secure source of income. 

Many develop a strategy of producing for a market 
while at the same time ensuring food self-sufficiency 
either from the farm harvest or by use of cash to 
purchase food from the market.
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Social and economic production goals

In many countries, even though the profit 
maximization objective is of greater importance, 
farmers are still bound by social obligations within 
their own communities.

In some areas farmers are less bound by these 
obligations and are freer to focus on farming for 
profits.
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Social and economic production goals

Food security is a social goal. Generating income is        
an economic goal. These family goals often conflict. 
Uncertainty (or risk) is part of the conflict.

Often demands of food security are detrimental to   
farm profitability and it can happen that the sole 
focus on producing for the market can negatively 
affect food balances and other food security factors.
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Social and economic production goals

Market-orientated farm management skills and tools 
can be used to make more informed decisions about 
food production and income generation.
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Short-term versus long-term view

Good  farm management requires a long-term view. 

It requires thinking carefully about what might 
happen in the future as a result of a decision made 
today. 
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Short-term versus long-term view

Learning and applying principles of farm management 
enables farmers to look at their farms more 
impartially and to consider alternative actions in 
advance.

This will help improve performance and profit for the 
future.
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The farmer as a manager
Any farmer has two main jobs;

(i) To take care of plants and livestock in order to get useful 
products

(ii) To manage the farm; that is, making decisions about how to 
use the farm’s resources.
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The farmer as a manager

Decisions require making choices between  
alternatives.

Farm planning is thinking ahead about farm activities  
and making decisions some time before they will be 
carried out.

As a farmer becomes more market-orientated, the 
farmer will need to improve planning and decision-
making skills.
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The farmer as a manager

The kind of decisions farmers make as managers can 
be summarized as follows:

(i) What to produce 
(ii) Whether to produce for food, for income, or for both

(iii) How to produce it 
(iv) How much to produce 

(v) What resources will be used and when
(vi) What inputs to use and where to get them
(vii) How much of the products to sell and when

(viii) Where and to whom to sell the products and at what prices.
_
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Key aspects of decision-making

In order to make fundamental decisions farmers need 
to develop understanding and skills in four broad 
decision areas:

Diagnosis

Planning

Implementing

Monitoring & Evaluation
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Key aspects of decision-making

Learning how to make decisions in these four areas 
will put farmers in greater command of the resources 
and processes that influence their food security and 
their income generation. 

The four areas flow in a pattern which supports 
continuous learning processes about what works best 
for the farmer and the farm family.
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Key aspects of decision-making
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Diagnosis

Diagnosis means looking at the farm and household as 
it functioned over some period of time. For a first 
diagnosis, the farmer may want to understand how 
the farm has produced over several seasons.
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Diagnosis

Just like a doctor with a patient, a diagnosis will give
the farmer important clues about the ‘health’ of the
farm.

How is it producing? 
What is the condition of the farm’s resources? 

Are resources becoming more or less productive? 
How profitable is it? 

Are farm goals being achieved? 
What problems are there? 
What opportunities exist?
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Planning

Once diagnosis is complete, planning can begin;  
decisions about what, how and how much to produce. 

Some planning decisions will be based on knowledge; 
such as how much land and labour are available. Other 
planning decisions will be based on less certain things, 
such as rainfall and product prices.

The plan will also include an indication of the 
expected results in terms of yields and income.
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Implementing

Implementing means putting the plan into action. In 
general, implementing does not require major 
decisions.

Things may not always work according to plan; less 
rainfall than expected, the price of a crop changes 
etc.

During implementation, plans may need to be adjusted 
to accommodate such changes.
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Monitoring & Evaluation 

Monitoring means keeping track of what is happening 
on the farm and the plan is a guide for monitoring.

Monitoring provides the farmer with the information 
needed to evaluate the success of the plan.
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Monitoring & Evaluation

Evaluation means judging how well the farm 
performed when compared to the plan.

Did things go as planned?
Were expected yields achieved? 

Were expected incomes reached?

Monitoring and evaluation provide the information the 
farmer needs to diagnose the farm for the next 
season. It is the basis for making the next plan.
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Key aspects of decision-making

Farmers that follow these decision-making steps will 
have a very powerful process in their hands.

Just like a doctor, they will be able to know the 
‘health’ of their farm business.

If the farm is healthy the farmer will know what to 
do again, if the farm has problems, the farmer will 
possibly know why and what to do about it. 
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Key aspects of decision-making

Such a process will increase the sustainability of the 
farm. 

It will improve the family’s food security and it will 
make the family’s income more predictable and 
reliable.
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Men and women in farm management decision-
making

The role or place of women in making farm 
management decisions varies widely across Africa.

Women and men clearly have equal personal capacity 
to apply the principles and tools of farm management.
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Men and women in farm management decision-
making

Market–oriented farm management should not, in 
principle, be affected by gender. 

In practice gender may play a very important role, 
especially regarding access to resources. Women often 
have less access than men to the inputs required for 
farming.

Farm management advice needs to be carefully 
targeted in order to address gender specific issues.
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Session 3.2 
Resources and farm management

Learning outcomes:
Understand the importance of maintaining 
value and productive power of resources

Understand the role of farm management 
in the sustainable use of resources
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Resources and farm management

In this session you will cover in detail the kind of 
decisions required which affect the use and allocation 
of the five capitals used by farmers.
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Resources and farm management

Each decision has an impact on the farm and on the 
farm household.

Farmer awareness of the range of decisions and 
factors affecting those decisions, the better the 
decisions will be, the more sustainable and profitable 
the farm will be.
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Resources and farm management

We know that some of the key decisions to be made 
include:

What to produce?
Produce for food, for income, or for both?

How to produce it?
How much to produce?

What resources will be used and when?
What inputs to use and where to get them?

How much to sell and when?
Where and to whom to sell and at what prices?
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Resources and farm management

Underpinning all these decisions are the resources 
available to the farmer. 

Each decision a farmer makes is essentially about how 
to utilize farm and household resources.
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Resources and farm management

Resources or capital are categorized into five types:

Natural capital

Human capital

Physical capital

Financial capital

Social capital
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Resources and farm management

Each of these capitals is vulnerable. Each is subject 
to stresses and shocks. 

There are many pressures on these resources that 
may cause them to decrease in value or reduce in 
their productive capacity. 

There are other pressures and events which may 
completely deplete or remove the resource.



Module 3 44

Resources and farm management

Farmers have two areas of concern:

1. Productivity of resources. 

2. Profits.

To achieve both objectives, farmers will need to 
consider very carefully decisions about resource
utilization.
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Resources and farm management

Farming for profits does not imply that one must 
sacrifice resources to maximize income. 

The real goal of market-oriented farm management is 
long-term sustained profits from farming; good farm 
management demands sustainable use of resources. 
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Resources and farm management

Maintaining and improving the value and productive 
power of farm resources, sustains profits.

Good farm management embraces sustainable 
agriculture and supports sustained profits from the 
farm.
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Resources and farm management

One of the key decision areas of a good farm 
manager is maintaining the farm’s resources. 

Reducing the vulnerability of a farmer’s natural, 
human, physical, financial and social capital will help 
ensure that they are productive for many years.
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Resources and farm management

Maintaining control over the long-term value and 
productive power of resources is a very important 
part of market-oriented farm management. 

Farming for high profits in the short-term without 
taking steps to sustain resources will eventually lead 
to lower profits.

Good farm management looks for ways to put these 
resources to work in such a way that the farm will be 
profitable in both the short and long term.
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Farm management decisions :
natural capital

Farmers do not farm in isolation. They take from and 
influence natural capital. 

Natural capital is the first resource base on which a 
farm is established and run.

Farmers need to be very aware of the inter-
relationship of their farms with their natural 
resource base.
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Farm management decisions :
natural capital

Natural capital is run down and destroyed by one of 
two forces:

1. Acts of nature such as droughts, wind and floods

2. Deliberate acts of humans such as over-grazing,   
harmful production practices.
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Farm management decisions —
natural capital

Some actions that can be taken by farm managers to 
enable land remaining productive and to help make 
sure that common property also remains productive 
are:        

Improved land reclamation

Introduction of soil conservation measures

Development of better integrated on-farm livestock production 
activities
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Farm management decisions —
natural capital

While each of these steps take place at a cost, they 
have long-term benefits. They will contribute to the 
sustained profitability of the farm.



Module 3 53

Farm management decisions: 
human capital

Decisions about human capital on the farm are among 
the most important decisions made by a farmer.

Decisions about human capital represent choices in 
technologies. 

They represent productivity, technology choices and 
how the farm family earns its income. 

These decisions represent the way the family sees 
itself and the way it sees its farm.
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Farm management decisions :
human capital

With the change in economies in Africa, the 
availability and the cost of labour are changing and 
with it farmers now face serious questions.

Farmers need to decide if it is better for their 
families to sell their labour in town or to use it on the 
family farm. 

Understanding the concepts, principles and tools of 
farm management will help farmers assess the 
choices and to make better decisions.
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Farm management decisions:
human capital

You will need to take special care in assisting farmers 
with examining this aspect of farm management. 

Human capital decisions touch on societal and cultural 
issues as well as on more purely management issues.

Many of the factors to be taken into consideration 
are related to the status of women. 
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Farm management decisions:
human capital

Some technical or practical factors that might also 
be taken into account include:

(i) Issues of land rights and inheritance

(ii) Who is allowed to work outside the home 

(iii) The effect of HIV/Aids and other health issues on ‘head of 
household’.
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Options for alternative labour sources

Farmers need to think carefully about options for 
providing power on the farm and to plan for them in 
advance. 

Some of the options might include:
Labour saving technologies

Changing farm enterprises and combinations

Increasing productivity
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Labour saving technologies

Most farmers could improve the productivity of their 
labour by adopting better tools that have been tried 
out successfully elsewhere.

This may include replacing hand-labour with animal 
power by using drought animals, tractors or 
motorized implements. Each of these is an additional 
cost to the farm. 

Farmers should decide to use labour saving 
technologies only when sufficient returns can be 
generated to cover the extra costs.
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Changing farm enterprises and combinations

Market-oriented farmers should consider adding or 
changing crops carefully. This can be a very effective 
way to increase farm profitability and cope with 
labour productivity problems. 

Some possible changes include:

Intercropping

Introducing a new crop
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Increasing productivity
There are a number of ways to increase labour  
productivity ; 

Introducing new technology 

Producing more per hectare 

Choosing the right enterprises to produce

Improving farm layout

Using improved tools and working methods

Practicing good labour relations and paying wages in relation to the 
amount and quality of work done
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Increasing productivity

Good relations means treating labourers justly, paying 
fair wages and providing good supervision for hired 
labour.
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Increasing productivity

NOTE

Increased productivity based on intensification of       
cropping techniques together with mechanization 
often results in increases in labour constraints. 
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Farm Management decisions; 
physical and financial capital

Decisions made today limit the decisions you can make 
tomorrow. 

Farmers need to make both short-term and long-term 
decisions about physical and financial capital.

Short-term decisions affect long-term decisions and 
long-term decisions affect short-term decisions. 
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Long-term capital decisions in different 
enterprises

Capital invested in livestock, perennial crops, orchard 
trees or buildings cannot be readily changed into 
another form of capital which might earn a higher 
rate of return.

Once capital has been invested in durable assets it is 
committed and flexibility is lost.
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Long-term capital decisions in different 
enterprises

Capital is always limited. It should be used where it 
will add most to profits.

Different enterprises involve issues when making long-
term capital decisions.
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Tree crops

The capital cost involved in tree production is equal to 
the cost of growing that tree up to the stage of full 
production.

Taking good care of trees and controlling diseases and 
pests is very important to protect the money that has 
been spent growing the tree.

If the tree dies before it has produced anything,
capital is lost.
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Livestock

The capital cost involved in livestock production is 
equal to the cost of keeping that animal up to the 
stage it reaches full production.

Animals being kept for meat, milk, eggs or other 
products should be kept fit and healthy, so to 
produce efficiently.  Only in this way can the farmers 
get high gross margins for their livestock. 

Farmers want and need to protect investments. If 
the animal dies before producing, capital is lost.
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Livestock

In cases where farmers cannot afford to raise 
livestock, they can also hire. 



Module 3 69

Buildings

The cost of buildings can be kept very low if the 
farmers and farm families do most of the building. 

Careful repair and maintenance of buildings will make 
the buildings last longer and this will reduce 
depreciation cost. 
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Buildings

Where possible and practical, a farmer can hire a 
building. Buildings that are hired should be put to 
maximum productive use. An empty building is a waste 
of money.  

There is no use in filling a building with stored 
produce where it will be losing value; if produce can 
be sold at a good price, it should be sold.
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Machinery and equipment

Investment in machinery and equipment can be very 
profitable if the farmer can manage the finance and 
if it increases profitability. 

Mechanization can be costly both in terms of buying 
it and in terms of repairs and maintenance.
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Mechanization through animal traction

In many countries animal traction with draught 
animals is an immediate way of mechanizing.

The investment includes the animals and the 
equipment they will pull such as a plough, a planter, a 
cart or other farm implements.
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Motorized machinery and equipment, 
intermediate power driven equipment

This includes two-wheel tractors and light four-wheel 
tractors. 

Farmers can also invest in small-scale post-harvest 
equipment like threshers, mills or oil-presses; adding 
value to their products before taking them to market.
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Heavier power-driven equipment

This includes tractors, combine harvesters or 
trailers.

Hiring is an option that can be used by farmers and 
this saves on the cost of buying the machine. 
Hiring is often cheaper than buying.
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Heavier power-driven equipment

Cooperative use of machinery or sharing is another    
option.

Shared use of equipment by two or more farmers has 
often been more successful than cooperatives. 
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Short-term decisions about physical and 
financial capital

Farms require many decisions that affect the farm 
for a single season; 

Which seed to buy?

When to plant?

Which market to use?
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Short-term decisions about physical and 
financial capital

Farms also require short-term decisions which impact 
on the long-term sustainability of the farm. 

Often these decisions involve choices about what to 
do with limited cash.

Should the farmer repair a weakening fence this 
year, or use the cash to buy all the seed needed?



Module 3 78

Short-term decisions about physical and 
financial capital

Not buying all the required seed will limit income this 
year.

Not repairing the fence may allow cattle into the 
fields and destroy the crop.

Farmers will need to think carefully about the many 
short-term decisions to be made. They need to  
anticipate what long-term effect short-term 
decisions will have.
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Farm management decisions: social capital

Some farm management decisions involving social 
capital affect the farm directly. 

Other farm management decisions involving social 
capital affect common property, such as in the case 
of common forests, grazing land and water to which 
the farm family has access.
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Decisions affecting the farm directly

1. What are the sources of crop land available to me? How do I access 
that land?

2. What sources of labour are available to me? How do I access it?

3. What sources of finance are available to me? Can I borrow from family 
members? Should I be part of a group to negotiate better terms?

4. Should I buy my own tractor or alternatively hire from a tractor pool? 
Is it possible to borrow from a neighbour?

5. Should I market my own farm produce? Should I be part of an 
organized marketing group?

6. Should I buy my own inputs and materials? Should I work with others 
to buy in bulk?
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Decisions affecting common property (off-
farm)

7.  How can I access water for irrigation? Is there adequate water for
irrigation?

8.  Should we establish a community forest plantation?

9.   How should we as a community treat the watershed? How should we
organize ourselves?

10. What are the sources of grazing land available to me? How do I access
this land and vegetation? What are my responsibilities?
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Farm management decisions: social capital

All these decisions have an impact on the farmer’s
resource base and income.

Farm household decisions are inseparable from the 
social relations of farming.
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Farm management decisions: social capital

Social capital can lower the costs of performing farm 
operations. In this way it can improve the efficiency 
of farming. This often results in financial savings and 
increased income. 

Farmers coming together as a group facilitate 
cooperation and foster confidence.
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Farm management decisions: social capital

Social capital is useful in promoting collective action 
such as water saving and communal grazing. 

It helps to ensure that farmers get greater benefits 
when negotiating with powerful bodies. 

Social capital can also promote better use of natural 
and other resources, if managed correctly.
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Farm management decisions: social capital

Joint or group interventions contribute to the 
formation of social capital by developing expertise 
within the group such as;

Working together for a common good

Learning and implementing formal rules and procedures

Democratic election of leaders 

Participatory decision-making in allocation of credit and inputs 
for farm enterprise development
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Farm management decisions: social capital

Social capital arrangements provide farmers and 
other members of the rural community with full 
control over the use of resources. 

There are many benefits from such an association at 
grass roots level: 

Higher productivity 
Reduced costs 

Increased efficiency
Building of democratic group organization 
Enhanced self-reliance among the poor
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Farm management decisions: social capital

The strength of social capital arrangements lies in 
the processes that they offer and their economic and 
social benefits.
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Session 3.3 
Inputs, markets and farm management

Learning outcomes:
Understand the range of decisions farmers make 

about inputs, equipment and markets
Understand the role of the extension worker in 
supporting the farmer in making decisions about 

inputs, equipment and markets
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Inputs, markets and farm management

This session provides checklists for you to help 
farmers make decisions about inputs, equipment and 
markets. It also helps you identify your role in the 
farmer's decision-making process.
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Decisions about inputs

Farmers need to know which inputs to use and where 
to get them. 

They need to determine whether the additional cost 
of using inputs will generate sufficient additional 
income to cover these costs.
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Decisions about inputs

Inputs can be obtained from a number of sources:

The farmer ’s own farm
Another farm

Private suppliers
Local general dealers
Farmer cooperatives
Product distributors

In each case, the farmer must consider the price, 
quality and availability offered by the various sources 
of inputs.   
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Choice of inputs and equipment

When deciding on inputs and equipment there are a 
number of questions a farmer should ask:

Is it technically effective?

Is it of dependable quality?

Is its price reasonable?

Is it available locally when a farmer needs to use it?

Is it offered for sale in appropriate sizes or amounts?
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Qualities of inputs (supplies and equipment)

Technical effectiveness:
Seed, fertilizer or other items must be technically 
effective. 

Does the seed produce as promised?

Does the fertilizer perform as intended? 

Does the livestock medicine really work? 

Does the implement do the job it is supposed to do? 

Is the input or equipment appropriate to the farmer’s farm system?
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Qualities of inputs (supplies and equipment)
Quality and dependability:
Sustained quality is another important characteristic 
for inputs and equipment. 

Is equipment built to last?

Does it come with a guarantee? 

Is the seed within its expiry date? 

Do the pesticides contain any illegal chemicals?

Have the feeds been properly mixed? 

Is the supplier reliable and honest?
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Qualities of inputs (supplies and equipment)

Price relationships:
A farmer should not buy fertilizer or other inputs 
just because its price is low. 

The inputs must also be effective and of a certain 
quality.

In all events the farmers must take into account the 
price, especially the relationship between prices and 
inputs and the prices the farmer can get for farm 
products.
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Qualities of inputs (supplies and equipment)

Availability when needed:
The need for each input is highly seasonal. 

Seeds must be available shortly before planting and 
can seldom be sold at any other time of the year.

Fertilizers must be applied at specific times and few 
farmers have facilities for storing them 
satisfactorily. The same is true of pesticides, 
although small amounts of them can be held for 
future use.
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Qualities of inputs (supplies and equipment)

Quantity offered for sale:
The size of the containers in which many supplies are 
offered for sale is also important. 

Frequently containers hold more than a small farm 
needs at any one time and the farmer may not have 
facilities for storing the extra amount until the 
following year when it may be needed again.



Module 3 98

Choice of input and equipment supplier

Farmers  also need to know who are reliable and 
trustworthy suppliers of inputs, equipment, 
machinery, spare parts and maintenance supplies. 

Farmers also need to know what each supplier offers 
in terms of prices, quality and availability of inputs 
and equipment.
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Operations and maintenance

One of the key factors in profitability is maintaining 
capital. 

The better equipment is maintained, the longer it will 
retain its productive power. 

Good farm management includes care for all of the 
physical capital on the farm. 

Maintenance costs money, so as with all farm 
management decisions, the value of the maintenance 
must be measured against the income it generates. 
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Decisions about the market

Decisions about markets are among the most 
important decisions farmers will make.

They can also be among the most difficult to make 
because markets generally represent the unknown.

Farmers cannot be certain of the supply of farm 
products, the demand for certain products and the 
market prices.  



Module 3 101

Decisions about the market

Farmers can make decisions which are informed by 
knowledge of how markets have performed in the 
past. 

They can make decisions based on the best available 
information regarding the following market issues:

The market

The product

The marketing chain
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Decisions about the market

What can farmers learn about the market for the 
products they want to sell?
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The market: markets and buyers

• How is the crop/livestock produce marketed at present?

• What are the main markets and where is produce sold?

• What has been the demand for the products?

• Who buys the produce and when? In what quantities?

• What is the best day for arrival in the market?

• Who are the most important intermediaries or buyers?

• Which buyers have the best reputation?
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The market : prices and pricing
• What prices are paid?

• Is there a wide variation between the prices received by farmers for 
similar produce in the same area? If so, why?

• Is there competition between buyers?

• Do buyers provide credit to farmers and on what conditions?

• Do buyers expect credit from farmers in the form of deferred 
payment?

• What are current price levels, price policies, conditions of sale and 
payment terms found in the market?

• Is the farmer a price taker or a price maker?
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The market: prices and pricing
• What market prices are obtained (average, maximum, minimum, effect of 

different quality standards and seasonal conditions on price)?

• How can premium prices be attained?

• If the farmer is a price maker, what price strategy should be followed? What is 
the percentage mark-up? Does the set price leave a margin for profit?

• What are the various cost factors to be considered in determining the pricing 
policy?

• How does the location of the market affect prices?

• How does time of day affect prices?

• How much does the price normally fluctuate during the year?

• What credit does the buyer require and how does this affect price?
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The market : promotion

• Is the market aware of the product?

• Does the market know the volume available and how to purchase 
the product?

• Does the product need promotion?

• How can producers give advance notice of changes in their 
ability to provide the goods?
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The market: marketing costs and margins

• What are the overall costs of marketing and what are the 
marketing margins?
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The market: sales

• What factors are likely to affect sales (weather, special 
festivals, day of arrival in market)?

• What are the potentials and techniques for developing sales?
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The product: product type and form

• What products are farmers interested in producing?

• What market forms (fresh, processed)?
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The product: competition

• How competitive is the market?

• Who are the main suppliers to that market?

• Is the marketing plan being adjusted to reflect changes in  
competition?
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The product: market potential

• What demand needs to be satisfied?

• How large is the market? How much can the market absorb?

• Which market is the farmer willing and able to satisfy?

• What percentage of produce should farmers be interested in 
producing?
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The product: quality standards, packaging

• What are the grades and quality standards of the produce?

• What type of packaging is required? What is the cost of 
packaging?
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The marketing chain:  product preparation and 
packing

• Who can/should prepare and pack the product according to the 
market requirements?

• What is the cost of preparation and packing?
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The marketing chain : handling

• Who can/should handle the product?
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The marketing chain : transport

• What is the best way to transport goods to the market?

• Who provides transportation?

• What is the unit price of transport to the different markets?

• How long do the journeys take? How frequently does the 
transport leave the area?

• How efficient are the transport links?

• Should the transport of produce be pooled or sent individually?
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The marketing chain: delivery of products

• How should the product be delivered?

• What method of transportation does the consumer require?

• What methods of transportation does the producer or trader 
have?

• Can small farmers meet the markets’ delivery requirements?

• Is the crop/livestock produce stored? If so, where and by 
whom?
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The marketing chain: delivery of products

• How much of the product should be stored? 

• What storage arrangements are required?

• Are storage and stocking required to meet the buyers’ delivery
schedule?

• Are associations and cooperatives a necessary link in reaching 
the market?

• Are goods delivered directly to the buyer by producers?

• What size units does the buyer require?
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Supporting farmers with inputs and making 
decisions

You have an important role in assisting farmers 
making management decisions about inputs, equipment 
and markets. 

You can help farmers to ask the right questions about 
sources of inputs and equipment, and about the inputs 
and equipment themselves. 
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Supporting farmers with inputs and making 
decisions

You can provide farmers with information about 
inputs and equipment including:

Research information on the technical effectiveness of the 
inputs and equipment

Experiences of other farmers with the inputs and equipment

Availability of inputs and equipment in the area
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Supporting farmers with inputs and making 
decisions

You can help farmers with reliable information about 
markets including:

Prices

Quality requirements

Handling

Packaging and transport

Niche marketing opportunities
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Supporting farmers with inputs and making 
decisions

Remember

Your support for input and marketing decisions should 
always include information and guidance on the impact 
of the inputs and markets on farm profitability.
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Session 3.4 
Risk, vulnerability and sustainability

Learning outcomes:
Understand the concept and different 

types of risks
Understand farm-family strategies to cope 

with risk
Understand the concepts of vulnerability 

and sustainability
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Risk, vulnerability and sustainability

This session introducers the concepts of  risk and 
sustainability. You will learn about the different 
types of risk and what makes farmers and their 
farms vulnerable.

You will work with the idea of mapping sustainability 
to locate areas in the farming system that need 
strengthening.
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What is risk?

Small-scale farmers in Africa are particularly 
exposed to uncertainties of weather, prices and 
disease. 

Many farmers live on the edge of extreme insecurity, 
sometimes falling just below and sometimes rising 
just above the threshold of survival.
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What is risk?

Farmers do not know whether rainfall will be good or 
bad over the season. 

They do not know if the crop will be infected by 
disease.  

Risks are usually not under the control of the 
farmers themselves, so they develop strategies to 
cope with them.
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Types of risk

Risks have a direct impact on the farm family and 
their options to increase profitability and farm 
income.

Good farm management includes making decisions to 
reduce vulnerability to risk.
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Production and technical risk

Crop and livestock performance are affected by 
weather, soils, pests, diseases and wildlife. These 
cannot be predicted accurately.

Farmers experience a wide range of weather 
conditions and refer to them simply as a ‘good’ year, 
‘normal’ year and ‘bad’ year.

Poor rainfall leads to poor plant growth which may 
lead to reduced livestock fodder supplies and 
livestock production.
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Production and technical risk

Pests or diseases can also cause major yield losses.

Seed is planted and inputs such as fertilizer are 
applied before the farmer knows what the weather 
will be. 

Inputs do not change the weather.
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Marketing or price risk

The prices of farm products may vary from year to 
year or even on a daily basis. 

These changes are usually beyond the control of the 
individual farmer. 

Supply of a product is affected by a combination of 
production decisions made by many farmers and the 
weather.
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Marketing or price risk

Demand for a product is affected by the level of 
income of consumers, the strength of the general 
economy, the supply of competing products, and by 
changing tastes and eating habits.

Costs of production are another source of price risk.

While input prices do not usually change suddenly, 
they generally increase steadily year to year. Some 
inputs such as petrol and diesel are subject to sudden 
prices increases.
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Financial risk

Financial risk occurs when farmers borrow money to 
cover their farm and family needs. 

Risk may be caused by uncertainty about the interest 
rates lenders charge and their willingness to continue 
lending.

On the other end, financial risk is affected by the 
ability of the farm to generate the cash flows 
necessary for debt payments.
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Institutional risk

Institutions include organizations and businesses on 
which farmers rely for inputs, markets, information 
or finance.

Unpredictable changes in the provision of services 
such as the supply of credit, purchased inputs and 
information from traditional and modern institutions 
are also risks faced by farmers.
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Human and personal risk

Human risk refers to problems of human health and 
personal relationships that affect the farm business. 

Illness and death threaten and disrupt farm 
performance through loss of labour or reduced 
productivity of labour.

Labour migration to towns and cities reduces 
availability of labour to farms.



Module 3 134

Types of risk

Production, marketing, financial, institutional and 
personal risks exist on most farms and are often 
interrelated.

The ability to repay debts depends on production 
levels and prices received for produce sold. 

Financing of production depends on the ability to 
borrow capital and the performance of the institution 
to supply capital in time.

The different types of risk often need to be 
considered together.
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Vulnerability and the effect of risk

Vulnerability can be defined as the ability to recover 
from a stress or a shock. 

Stresses erode the productivity or value of capital. 

Part of coping with risk is reducing vulnerability.

The less vulnerable the resources, the more 
sustainable the farm. 
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Vulnerability and the effect of risk

High vulnerability leads to greater negative effect of 
risk.

The vulnerability of the family’s livelihood often 
makes it difficult to cope with risks, making the 
family less able to control or influence their 
environment to reduce or recover from stresses and 
shocks. As a result they become even more vulnerable 
to risk.
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Vulnerability and the effect of risk

Risks influence the amount and costs of inputs 
farmers use. These risks also affect crop yields and 
product prices.

As a result, farm profits are always uncertain. But 
not all of these factors have the same effect on farm 
profits.

As a result of vulnerability to risk, farmers often 
make a trade-off between maximizing profits and 
minimizing risks.
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Risk – reducing strategies

The ways a farmer deals with risk depends on their 
personality, family situation and the extent to which 
they wish to gamble. 

No two farm families are the same. 

Some farmers like to take more risk than others.
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Risk – reducing strategies

Decisions also depend on the situation of the farmer. 

Generally, the higher the demands on the family for 
cash, the less likely the family will be able to absorb 
risk; it is more vulnerable.
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Strategy : Choosing low risk enterprises

Based on their knowledge and experience, farmers 
may select enterprises or crop varieties that are 
usually reliable in preference to enterprises that 
result in variable yields between one year and the 
next. 

Low risk enterprises often give lower, but more 
predictable incomes.
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Strategy: Diversification, growing many things
Diversifying means producing more than one 
enterprise together on the farm. This can be done by 
producing more than one crop or combining with 
livestock.

Diversifying is done with the expectation that all 
enterprises will not fail together. 

If one crop does not do well, the farmer has other 
crops on which to rely. This way, the farmers’ income 
is not totally dependent on a single enterprise. 
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Strategy: Diversification, growing many things

Intercropping is a common form of diversification,    
but the benefit of diversification is often offset by    
increased costs. 

The second enterprise may make very little money.

The income the farmer makes from the two crops may 
not be as high as if the farmer specialized in growing 
just one crop.
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Strategy : Growing crops on different land 
parcels or plots

Farmers also rotate crops to protect their soils and 
stop diseases building up. This reduces costs and 
increases yields.

Growing crops in different locations on the farm 
reduces the impact of localized disease and micro-
climatic factors. 

But in order to increase the scale of their crop 
production, farmers must cultivate over a wide area 
which costs more money; the protection from risk 
needs to be weighed against the reduced income.
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Strategy : Growing crops at different times

Staggered planting of the same crop can be used to 
ensure an even supply of food over as long a period as 
possible.

Staggered planting can help cope with uncertain 
rainfall. 

Earlier planted crops may suffer, but later planted 
crops may still do well because the rains come at a 
better time for them.
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Strategy: Selecting and changing production 
practices

Farmers can spread risk by using different 
production programmes. 

Some farmers may buy inputs that control diseases or 
pests or support animal health.

These inputs reduce the chances of low yields. 

Farmers may use pesticides and fungicides to reduce 
the risk of low yields.
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Strategy: Selecting and changing production 
practices

Profits are also affected by the prices of inputs, 
using costly inputs could increase the risk of income 
shortfall; more stable yields from using costly inputs 
may not lead to a more stable income. 

Farmers may use low cost, conservation practices 
such as composting and mulching as a way to manage 
risks and reduce the amount and cost of purchased 
inputs.
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Strategy: Selecting and changing production 
practices

Determining whether or not an input reduces risk 
depends on the type of risks that the farmer is 
trying to address.

The added cost of doing this has to be compared 
against what could happen if they did not.



Module 3 148

Strategy: Maintaining flexibility

Flexibility of the farming system allows farmers to 
shift from one cropping pattern to another without a 
negative effect on farm profitability.

Farmers may change the area of land planted or the 
number of livestock kept if, for example, market 
prices change markedly. 

To avoid risking expenditure on inputs, a farmer may 
decide not to plant when rainfall is low. 
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Strategy: Maintaining flexibility
Intensive small stock farmers raising pigs or poultry 
might vary the use of their housing in response to 
price changes. 

If farmers believe prices will be good, they may 
increase production by intensifying the use of the 
facilities.

If they believe prices will be low, they may try to 
increase efficiency and cut costs. 

However, the costs associated with maintaining 
flexibility are often higher than farmers are willing 
to pay.
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Strategy: Maintaining reserves

Reserves are a quantity of something stored for the 
future or for possible emergencies.

They can be kept by farmers in the form of money, 
physical inputs, final products and food.

Keeping reserves of inputs and products could 
protect farmers from the risk of price changes.

Food reserves also provide some security against the 
risk of crop failure.
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Strategy: Spreading crop and livestock sales

Spreading sales means making several sales of a 
product during a year and can be used to reduce risk.

Farmers with marketing flexibility can spread cash 
sales and obtain a price similar to the seasonal 
average price.

This method of selling enables a farmer to avoid 
selling all production at the lowest price in the 
market.



Module 3 152

Strategy: Partial processing

Drying perishable products such as vegetables, fruits 
and meats can also be used as a strategy to reduce 
risk. 

Dried foods can be sold or used at times when the 
particular food item is out of season or in short 
supply. 

This strategy can be used together with spreading 
sales and maintaining reserves.
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Strategy: Traditional institutions and social 
arrangements

The customs and organization of traditional society 
tend to provide the individual family with a measure 
of security against risk. 
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Strategy : Maintaining resources

One of the key strategies to reduce the effect of 
risk is to maintain the farm’s resources.
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Sustainability
Sustainability is in a sense a balance between risk and 
vulnerability.

In terms of farm management, it is useful to assess 
sustainability in terms of the vulnerability of the 
farm’s resources. 

Such an assessment can be made in terms of the 
following basic factors:

Availability
Accessibility
Affordability

Appropriateness
Reliability (trustworthiness)
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Availability

A resource is considered available when it is in 
regular supply. 

In some African countries, there is a shortage of land.

In other countries labour is in short supply. 

If farm profits are dependent on a resource that is in 
short supply, the farm is vulnerable and therefore 
less sustainable.
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Accessibility
A resource is considered accessible when it is 
available and within reach of the farmer. 

In many African countries, land is accessible only to 
men, not women.

Markets often require membership, and membership 
is exclusive.
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Accessibility

Some social capital is accessible only by select 
members of the community.

Similarly, credit may be conditioned upon private 
ownership of land, making it not accessible to many 
smallholder farmers. 

If a farmer plans a farm around a resource that the 
farmer cannot readily access, then the farm is more 
vulnerable, making it less sustainable.
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Affordability

A resource is considered affordable when it is 
available at a price which allows for profits. 

Many technologies are not accessible by smallholder 
farmers because the technologies are available only 
at high prices.

Sometimes this is a problem of quantities, other times 
it is a problem of exclusivity. 

Either way, the most suitable resource in terms of 
production efficiency, may simply cost too much.
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Appropriateness

Many resources are available and accessible, but not 
appropriate to the farmer’s particular situation. 

Often inputs such as seed and fertilizer are available 
only in quantities too large for the farmer to handle.

Often equipment choices are limited to those which 
require large land sizes to make them viable.
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Appropriateness

Another aspect of appropriateness is social or 
cultural acceptability. 

In many African cultures, pork is taboo. So even if it 
is a profitable enterprise, it may be inappropriate.

As with other factors, when the profitability of a 
farm relies on a resource that is inappropriate, the 
farm is less sustainable.
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Reliability ( Trustworthiness)

A resource is considered reliable when it produces 
consistent performance or behaviour. 

Land that is known to be in good condition is reliable. 

A supplier that supplies the right inputs at the right 
time is reliable.
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Reliability ( Trustworthiness)
Reliability is linked to trustworthiness.

Can a farmer trust the supplier to deliver according to his/her word?

Will the equipment or seed variety perform as advertised or promised?

Is the market information usually correct?

If a farmer must rely on a resource (particularly a 
human resource such as labour) that is not reliable or 
trustworthy, the farmer is highly vulnerable and the 
farm is not sustainable.
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Session 3.5 
Information and farm management

Learning outcomes:
Understand the role of information in farm 

management
Understand the difference between data 

and information
Understand sources of data and 

information
Understand the role of the extension 

worker in collecting and utilizing 
management information
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Information and farm management

This session explores the role of information in farm 
management decision-making. Also it explores your 
role in supporting farmers in locating and using 
information.
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Farmer decision-making
Farmers are constantly making decisions.

Farmers require timely and appropriate information 
at every stage in the farm management decision-
making process. 

Information is needed to diagnose the farm, to set 
objectives, to plan, implement, control and monitor 
farm activities and to make more efficient use of 
their limited resources.
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Farmer decision-making

The better skilled farmers are in using data and 
information, the better their farm decisions will be.  

In addition to being able to access and interpret data 
and information and to communicate this with 
farmers, you will also need to help farmers develop 
these skills. 
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Farmer decision-making

Assisting farmers to obtain information to make 
input, production and marketing decisions is an 
important part of your work.

It is not sufficient to provide information on 
production only; input and market information is just 
as vital to the profitability of the farm.
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Farmer decision-making

As farmers become more market-oriented, you must 
also become more market-oriented.

If farmers cannot sell what they produce, then much 
of your advice on production techniques will have been 
wasted.
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Farmer decision-making

Farmers’ circumstances are not static.

There are often changes occurring that influence the 
farming operations. 
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Farmer decision-making

Whenever there is a change in the circumstances of a 
farmer, it may be necessary for you to review the 
situation with respect to target farmers, suitability 
of recommended technologies and the introduction of 
new enterprises.

Staying on top of these changes requires a good 
command of relevant data and information.
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Farmer decision-making

You have an important role in the process of 
information gathering, interpretation, and 
dissemination. 

They can be a vital element in feeding information to 
the farmer and the rural community.
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For inputs, farmers need to know

• Who are the reliable suppliers?

• Where can they obtain credit?

• What is a fair interest rate for credit?

• What inputs are available/which are the most appropriate 
inputs?

• What prices will ensure profits/how will prices affect profit?
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For production, farmers need to know

• What resources do they have available?

• What is their condition?

• What crops/enterprises are best suited to their resources?

• What skills are needed for each enterprise?

• What inputs and labour are required for each enterprise?

• What technologies are most appropriate for their resources?
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For markets, farmers need to know

• What markets exist?

• Where can they sell their products?

• What are the quality requirements?

• What are the packaging and related requirements?

• How can they get their products to the various markets?

• What will this cost?

• What prices can they expect for their products?

• How will prices affect profits?
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Farmer decision-making

You need to be good at communicating with farmers 
and passing on knew knowledge and skills.

In order to be effective as agents of information 
exchange, you have to have knowledge of sources of 
data and information and be able to obtain it quickly. 
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Farmer decision-making

Sources of data and information could include:
The experience of good farmers

The extension service itself
Private companies
Research workers

Up-to-date reference books
Libraries 
Friends 

Teachers
Agents selling equipment and inputs

Transport companies 
Traders

Wholesalers 
Retailers
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Farmer decision-making

An important skill is the ability to assess the value and 
relevance of bits of information in solving particular 
problems in the local situation. 

It is also important to know the difference between 
data and information.
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What is the difference between data and 
information ?

Data refers to the raw numbers and facts such as 
prices, costs, quantities, etc.

Information is data that is processed in a way that is 
useful for decision-making. 
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What is the difference between data and 
information ?

Information increases farmer’s knowledge, which 
leads to improved decision-making and thereby 
results in higher income and livelihood outcomes.

Access to appropriate information empowers farmers 
and assists them in their efforts to become more 
food secure and more profitable.
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The relationship between data, information and 
decision-making
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Data can be categorized into different types, 
all of which should facilitate the decision-

making process
Categories Specific data

Technical and physical

Soil characteristics: soil type, soil texture, soil analysis data, etc.
Weather: rainfall, humidity, temperature, storms, drought.
Land characteristics: slope, topography, elevation, carrying capacity, etc.
Production: yields per unit of land, yield per unit of labour
Production technology: fertiliser, disease control, seed variety, harvest and
post-harvest technologies, etc.
Labour: source of labour, seasonal labour distribution, gender, etc.

Economic

Prices: prices of inputs and products
Buyers: prices, quality requirements, terms of payment, etc.
Supply and demand: conditions
Sources of credit: conditions, terms of payment, interest rates, etc.

Social
Community culture: customs beliefs and traditions
Community organization: farmer associations, cooperatives, civic groups,
religious groups, etc.

Institutional

Support services: extension, research, banking, etc.
Private organizations: NGOs and other private organizations
Government organizations: International (e.g. UN), Regional, National,
Provincial, Local

Political Government: policies and priorities
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What is the difference between data and 
information ?

Data is useful only when it has been processed into 
information.

Farmers need information that will help them make 
decisions about their farms.

Data must be processed in a way that will make it 
relevant to the farmers’ individual situations. 

It is one of your tasks to turn data into such 
information.
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Guidelines for changing data into appropriate 
information

1. The combining and interpretation of data needs to match the 
issues of real concern to the farmers (these may differ for 
different groups of farmers).

2. The level of detail needs to match the educational level and 
literacy of the farmer.

3. Use definitions of terms and methods of presentation that 
make sense to the farmer’s numeric background and technical 
knowledge.

4. The level of complexity of the message must be suited to the 
farmer and the farming system.

5. Graphics and other visual diagrams will be particularly useful 
in focusing the farmer’s interest and aiding understanding.
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Data and information sources

Farmers and extension workers can obtain data in two 
ways:

1. They individually or together collect data first   
hand;  Primary data. 

2. They can use data collected by someone else;
Secondary data.
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Data collected first-hand

Primary data is the data you and the farmer collect 
either independently or together.

The data is collected directly from respondent(s).

The table on the next slide gives some examples of 
first-hand data. 
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Source Type of data collected

Farmer 
Semi-structured 
interviews, 
questionnaires, direct 
observation, case 
studies, etc.

Data on farm inputs, farm gate prices, yields, etc. 

Farmer 
Examination of farm 
records

Historical production & marketing information including crop yields, 
livestock production and cost.
(Note: Production records might tell the farmer and rural 
entrepreneurs and rural entrepreneurs  how successful she was at
managing the farm in the past. The combination of historical results 
and the risk preferences of the farmer and rural entrepreneurs and 
rural entrepreneurs  is useful in the planning process as well as to 
identify possible risk management strategies for the future.) 

Community, Group, 
Church/Religious leaders
Key informant interviews, 
semi-structured 
interviews

Information about members of the community or population under 
study to identify lead farmer and rural entrepreneurs and rural 
entrepreneurs s with whom the extension workers can work. 
Information about the status of social capital arrangements.

Government officials, 
including extension staff
Key informant interviews, 
semi-structured 
interviews;
Review of government 
documents

Information relating to land holdings, the farmer and rural 
entrepreneurs and rural entrepreneurs s benefiting from government 
programmes or involved in trials and demonstrations, etc.
Information about farmer and rural entrepreneurs and rural 
entrepreneurs -led initiatives, farmer and rural entrepreneurs and 
rural entrepreneurs  responses to technologies and about government 
initiatives (e.g. infrastructure development) which may impact on 
farmer and rural entrepreneurs and rural entrepreneurs s’ decisions.

Remote sensing and 
computer terminals
Direct reading from 
instruments

Technical data relevant to agriculture

Weather stations and 
laboratories
Review of published data; 
Direct readings

Rainfall, soils, vegetation, etc.
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Data collected by others

Data used by a farmer or yourself, which has been 
collected by others. 

The data could have been collected for some other 
purpose different from that of the farmers or your 
needs , but it can still be very useful. 

There are a number of these sources available to you 
and farmers which can be seen on the next slide.



Module 3 189

Source Type of data and information

Lending institutions Data on lending for agricultural enterprises and ventures.

Veterinary and fishery 
institutions

Data on livestock numbers and fish population stocking rates This data is often useful 
when planning grazing schemes or fish farming enterprises.

Publications and journals Any issue related to rural enterprise management 

Television and radio 
programmes

Data is provided on a regular basis particularly on market prices of major agricultural 
commodities.

Development projects Baseline surveys and evaluations

NGOs (Non-
governmental 
organizations)

Wide range of issues, depending on their particular areas of focus.

Agricultural input 
dealers

Product specifications, performance, prices, availability, etc.

National statistics Historical yield and price information
(Note: national data is often an average of the information collected from many farms and 
as such it does not tell the farmer and rural entrepreneurs and rural entrepreneurs  
exactly what he or she can get.  Comparing historical farm yields to that of similar farms 
in the same area is an additional source of information on how the farmer and rural 
entrepreneurs and rural entrepreneurs  can improve farm performance.)
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Your role in data and information...revisited

As farmers become more market-oriented, you must 
also become more market-oriented.

Gathering data and information on your own, working 
with farmers to gather data, working with farmers to 
process data into useful information and 
helping/training farmers in data gathering and 
processing skills are all important parts of your job.
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Your role in data and information...revisited

Most farmers tend to develop information from 
processing data gathered from their own experience.

They may gather production data from their own 
farms of other farmers.

Market data often comes from contact with traders 
(buyers). 

Input data comes from contact with suppliers.
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Your role in data and information...revisited

When you are familiar with how farmers in their area 
currently obtain data and information, you will be 
better able to facilitate the process.

Special care must be taken to ensure that data and 
information is not only about production; input and 
market information is just as vital to the profitability 
of the farm.
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Module 3 :Review

• Do you believe that the overall purpose of the module 
has been achieved ?

• You should have a good understanding of the critical 
role of the farmer as a decision-maker related to 
resources, inputs, markets, risk, vulnerability, 
sustainability and information.  
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Module 4:
FARM MANAGEMENT TOOLS
Session 4.1 Constraints and opportunities
Session 4.2 Gross margin budgeting
Session 4.3 Marketing margins
Session 4.4 Break–even budgets
Session 4.5 Sensitivity analysis
Session 4.6 Planning for food requirements
Session 4.7 Labour planning
Session 4.8 Cash flow
Session 4.9 Records
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Introduction
This module features  nine farm management tools,
all can be used at farm level and on individual farm
enterprises to analyse and plan farm management
activities.

They can be used for diagnosis of an existing situation, 
planning for the future and monitoring progress of 
farmers throughout the year. Here you will
learn when to apply the different tools and how to use
them.
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Session 4.1 
Constraints and opportunities

Learning outcomes: 
Understand the purpose of the 

instrument
Ability to know when to use the method

Ability to use the method
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Constraints and opportunities analysis

This session explains the tool of constraints
and opportunities analysis; a tool used to
identify weaknesses, potentials, the causes of the
weaknesses and strategies for building potential
strengths. 
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Constraints and opportunities analysis

The constraints and opportunities analysis is a tool 
used to identify specific problems within the farming 
system as a whole or within individual enterprises.

The tool helps a farmer identify weaknesses and 
potentials within the whole system or its parts. It 
also helps identify the causes of those weaknesses.
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Constraints and opportunities analysis

The tool can help the farmer develop strategies for 
overcoming the weaknesses and building on the 
potentials identified.

The constraints and opportunities analysis is used to 
diagnose the situation of the farm or selected 
enterprises.
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Constraints
A constraint is a situation or factor that prevents 

the goals set by the farmer from being attained.

Constraints can be physical, climatic, economic, 
institutional, social and political. 

Some of them may fall within the control of the 
farmer while others may not. 
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Constraints
A farmer uses a constraints analysis to trace the 
source or cause of a problem.

Most problems are symptoms of other problems. It is 
important that the farmer is aware of the cause of 
the problem so that the farmer doesn’t waste 
resources treating a symptom alone. 

The constraints analysis takes into account all 
factors so that proposed actions could be taken to 
address the constraints.
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Constraints
For example, let us say a farmer identifies low    
income as a constraint in an enterprise. 

Is this the cause of the problem?

What is the cause of the low income?

Low income may be due to low yield, low price or both. 
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Constraints

Low yields may be due to low input use, which may 
occur as a result of high costs or non-availability of 
inputs, lack of technology, attack of pests and 
diseases, or lack of irrigation water.

On the other side, low prices may be due to poor 
quality of production, seasonality of the produce, 
oversupplies of produce in the market, lack of market 
information, poor quality of produce, lack of storage 
facilities, lack of drying facilities etc.
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Constraints
Constraints may also be related to the physical 

factors such as soil type, climatic factors, or to 
socio-cultural, policy and institutional over which 
farmers have no control.

These constraints are not always obvious, so they      
need to be pointed out.
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Constraints

When farmers know what the real constraints are, 
they will know which constraints they can change and 
which they cannot change.

Farmers will be in a position to make decisions about 
how to change the ones they can change and how to 
change the farm to make profits within the 
constraints they cannot change.
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Opportunities

In planning for improvements on farm, opportunities 
need to be considered in the light of the identified 
constraints.

Opportunities should be identified in relation to the 
constraints in order to design improved farm plans.
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Conducting an analysis

To conduct a constraints analysis requires two tools: a 
constraints tree and a constraints and opportunities  
matrix.

A constraints tree helps the farmer trace the actual 
constraint by refining and digging deeper into the 
issue.

Having completed a constraints tree, the analysis can 
be completed by using a constraints and opportunities 
matrix.
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Example; Conducting an analysis
The farmer experiences low enterprise profitability. 
Low profitability is found to be caused by low yield 
and low price.

Here low yield is found to be caused by three 
different factors:

Untimely planning

Pest infestation

Poor soil
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Example; Conducting an analysis

Low price is found to be caused by two factors:

Poor quality produce

Selling early 

Each of these factors are in turn caused by another 
factor. 

This process of identifying the causal constraints 
continues until it reaches a logical conclusion within 
the immediate knowledge of the farmer.
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Conducting and analysis : Example of 
a constraints tree
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Example; Conducting an analysis

Note

It is important that the constraints identified must be 
real and not just possible.

In other words, they must be things the farmer knows or 
believes to be true about the farm or farm situation.
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Constraints and opportunities analysis

After a constraints tree has been completed, list the    
constraints and identify the opportunities

A format of a matrix is shown on the next slide
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Constraints and opportunities matrix

Enterprise:

Key constraints Lowest level 
constraints

Opportunities Changes to be 
made to current 
practice

Resources 
needed

Who is 
responsible
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Steps for completing the matrix
1. Enterprise: Write the enterprise that you are engaged in.

2. Key constraints: Using the constraints tree analysis as a 
guide, identify the key constraints in each particular 
enterprise. List all the constraints except the last one. (The 
last one is the lowest level constraint.)

3. Lowest level constraints: These are the constraints listed at 
the end of a particular listing of constraints. They are usually
the boxes at the bottom of the constraints tree. 



Module 4 22

Steps for completing the matrix

4. Opportunities: Decide and write down a specific opportunity to 
address each of the identified lowest level constraints; write 
specific opportunities. 

Constraints will present new objectives or opportunities to pursue. 
In some cases something will need to be fixed. In other cases, the 
constraints may point to an opportunity not considered before.
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Steps for completing the matrix

5. Changes to be made to current practice: Specify the changes 
to be made to current practices. Consider the following when 
deciding what changes to make:

(i) Practices: In what way does my current management practice 
need to be changed to address the constraint identified?

(ii) Technology: What are the current technologies available? 
What new technologies can be adapted for improving the 
enterprise?
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Steps for completing the matrix
Changes should reduce or remove existing constraints; they 
should focus on the lowest level constraint. Changes can relate 
to enterprises, the farm and the non-farm area.

For example, at the enterprise level, changes may mean changing 
an agricultural practice.  At the whole-farm level, the changes 
may include the introduction of alternative enterprises.
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Steps for completing the matrix
6.    Resources: What resources are needed (technical,

financial and human)? Is their room for expanding the existing 
resources for the enterprise selected? 

7.  Who is responsible: Identify the person (s) responsible for 
implementing the identified changes.
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Steps for completing the matrix

8. Once changes and resources have been identified,       
the overall effects on the farm system should be appraised. In 
practice, many enterprises are technically and economically 
interrelated. 

For example, higher grain yields may increase the availability of 
straw as feed for livestock. A small change may affect the 
whole farm-household system, posing many questions to be 
answered by farmers and extension workers.
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An example of a completed constraints and opportunities matrix using 

the information from the constraints tree shown earlier

Enterprise: Maize

Key constraints Lowest level 
constraints

Opportunities Changes to be 
made to 
current 
practice

Resources 
needed

Who is 
Responsible

Low profitability
-Low price

Oversupply 
on market

Introduce a 
higher value 
crop; 
Soybeans

Plant half the 
maize lands 
under Soy 
beans 

Extension 
information on 
how to grow 
Soybeans. 

Farmer with 
support from 
extension 
service

Low profitability
-Low price
-Sell too early
-Lack of product 
storage

High cost of 
investment  
relative to 
ability to 
finance

Investigate 
alternative 
options; seek 
loan

Train labour to 
pack and store 
for the market

Training 
support from 
extension 
service

Farmer with 
support from 
extension 
service

Low profitability
-Untimely planting

Lack of farm 
power

Negotiate with 
brother-in-law 
to use tractor

Use tractor on 
at least 50% of 
the farm

Low profitability
-Pest infestation

Poor 
extension 
information

Learn about 
integrated pest 
management 
at FFS

Apply ISP on 
fields

Training Farmer with 
support from 
extension 
service 

Low profitability
-Poor soil

Lack of 
fertilizer

Buy fertilizer Apply fertilizer 
on 50% of 
crops

Guidelines on 
using 
fertilizers

Farmer and 
rural 
entrepreneur 
with support 
from extension 
service
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Analyzing constraints and opportunities

Note

There is no single right or wrong set of answers

Each analysis will differ depending on the resource 
base of the farm , the farmer’s attitude toward risk 
or the reliability of information.

What is most important is that farmers begin to 
apply a systematic process of identifying constraints 
and opportunities. This will help them improve their 
farm management skills. 
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Session 4.2 
Gross margin budgeting

Leaning outcomes:
Understand the purpose of the instrument in diagnosis and planning

Understand the application of the tool for forward planning
Understand the use of the tool in choosing between alternatives

Understand when to apply the budgeting tool
Understand how to apply the tool

Ability to know when to use the method
Ability to carry out the method

How to budget for annual crops/ enterprises
How to budget for livestock and perennials
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Gross margin budgets

This session explains the concept of a gross margin, its
relation to production costs, gross income and profit. A
gross margin is a simple and powerful tool for analysis
and planning.

You will look at the components of gross margin and 
learn how to calculate it and when to use it.
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What is a gross margin budget?

The term gross margin generally refers to the 
remaining income from an enterprise after the 
variable costs are deducted;

Gross income less variable costs. 

A gross margin budget is a fairly detailed estimate of 
the output, cost and profitability of individual crop 
and livestock enterprises. 

The gross margin budget includes all variable costs 
involved in producing the enterprise.
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What is a gross margin budget?

Gross margin is not profit; it does not include all 
costs; excludes fixed costs which the enterprise 
shares with other enterprises. But it is an indication 
of the profitability of an enterprise. 

If an enterprise does not have a positive gross 
margin, then that enterprise is not profitable.
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What is a gross margin budget?

Gross margin can be used to compare the 
performance of a single enterprise using different 
farming practices and technologies. 

Similarly, it can be used to calculate the potential 
profitability of growing an entirely new crop if  
farmers  wish to diversify their products.
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What is a gross margin budget?

A gross margin is usually calculated on a unit basis. 

It can be calculated on a per hectare basis, or as a 
return to labour, based on the number of days worked 
by the farmer and his/her family. These would be 
expressed as:  

$ per ha, $ per worker, $ per person day



Module 4 35

What is a gross margin budget?

Farmers who market some farm products should 
know the costs of production and should be able to 
calculate the gross margin. 

This will help farmers to analyse the current 
performance of an enterprise using current prices 
and input-output information. 
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What is a gross margin budget?

Using the gross margin they can project information 
into the future. This will help them plan and make 
decisions. This is called budgeting.
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Components of a gross margin

The gross margin is made up of two major parts:

Gross income

Variable costs

The basic calculation for a gross margin is as follows:

Gross margin = Gross income - Variable costs
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How can gross margin be used?

Gross margin is a simple, useful and practical tool for 
assessing the comparative profitability of different 
farm enterprises or different technologies. 

Gross margin analysis can be done by simple 
arithmetic.
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How can gross margin be used?

Note

Refer to participatory methods to learn non-number 
based methods of calculating gross margins. 

This will make it possible for less literate and 
numerate farmers to make comparisons; this will 
assist such farmers in taking better decisions about 
their farms.
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How can gross margin be used?

Gross margin analysis is particularly suitable for 
farmers who are selling increasing amounts of their 
farm production in the market place. 

Comparisons can be made:

Between farmers

Within the same farm over time

Between different technologies on the same  
enterprise.
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How can gross margin be used?

Gross margin can be used as a planning tool in 
evaluating the potential value of alternative 
technologies and/ or enterprises.

This will help farmers make informed decisions about 
their future farming activities and about 
opportunities as they present themselves.
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How can gross margin be used?

The advantages of gross margin analysis include:

Information required is simple and easily collected

Analysis is easy to complete

Results are easy for both farmers and you
to understand
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How can gross margin be used?

Gross margins ensure that values for non-purchased 
inputs such as family labour, draft power and manure 
are included among the variable costs. 

When this is done, farmers begin to value these 
inputs more accurately. This in turn will help them 
make better decisions about non-purchased inputs.
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How can gross margin be used?

The results from the gross margin analysis can be 
useful in helping:

Farmers decide whether or not to adapt a technology or
farm enterprise

Farmers decide whether or not to introduce new market-
oriented enterprises

You decide whether or not to encourage
farmers to adopt a particular technology or enterprise
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Calculating a gross margin

The basic formula for calculating a gross margin is as 
follows:

Gross margin = Gross income – Variable costs
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Gross income ( value of production) for crop 
enterprises

Calculating gross income is different for annual crop 
enterprises and livestock and perennial crop 
enterprises. 

The gross income or value of production is the money 
received from the sales of produce plus the value of 
unsold produce.
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Gross income ( value of production) for crop 
enterprises

The gross income is obtained by multiplying the 
physical output by the farm gate price of the product 
and valuing home consumption. The farm gate 
represents the point of first sale. 

Gross income = yield x farmgate price
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Gross income ( value of production) for crop 
enterprises

It is generally incorrect to calculate gross income for 
the enterprise by using the price at which the farmer 
sold the produce in the marketplace or elsewhere off 
the farm. 

If the farm gate price is not known, then it can be 
calculated by deducting the costs of transportation 
and other marketing expenses from the market price.
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Gross income ( value of production) for crop 
enterprises

For example, let us say that a farmer had harvested 3 
tonnes of cassava.

The farmer sold most of it at the market for 
$200/tonne. It cost $10/tonne to take the cassava to  
market. There were no other marketing expenses. 
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Gross income ( value of production) for crop 
enterprises

The outcome of this is as follows:

The farmgate price was:$200/tonne  - $10/tonne  = $190/tonne

The  gross income was: $190/tonne  X  3 tonnes =  $570
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Gross income ( value of production) for crop 
enterprises

When farmers are planning, they will not yet have 
sales, consumption and storage data for the crop 
which has not yet been planted.

In this case they will want to estimate the gross 
income.

To do this, they need data about yield and price. If 
they know that the farm produced 3tonnes per ha 
last year and know the average farm gate price was 
$200 per tonne, then by using the formula, they can 
estimate the gross income per ha.
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Gross income ( value of production) for crop 
enterprises

No matter how much farmers sell, consume or store, 
the value of the crop (gross income) can be 
determined by multiplying yield by price.

However, a more detailed understanding of gross 
income highlights that the gross income from an 
enterprise comprises a number of sources of income: 

Produce sold 
Produce consumed by the farmer’s family/workers

The produce put into storage 
By-products.
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Produce sold

The money received from the amount of the farm 
product sold on the market is part of the gross 
income of the enterprise. 

Gross income from sales is calculated as follows:

Income from sales = Quantity of produce sold × Farmgate price
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Produce consumed by the farmer’s 
family/workers

Not all of the product produced on a farm will be 
sold. Some will be consumed (eaten) by the farm 
family and / or the workers.

This does not bring in cash directly to the farm, but 
the product has a value and therefore is included in 
the gross income. The contribution to gross income 
from produce consumed is equal to the value of the 
produce consumed.
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Produce consumed by the farmer’s 
family/workers

This value is calculated as follows:

Value of produce consumed = Quantity of produce consumed × Farmgate price
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Produce put in storage

Some of the harvest will be stored. This may later be 
sold or consumed. But either way, it has a value.

The contribution to gross income from produce stored 
is equal to the value of the produce stored.

This value is calculated as follows:

Value of produce stored = Quantity of produce stored × Farmgate price
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By-products

In addition to the main produce, the enterprise may 
also produce by-products.

An example is stover from maize or the manure from 
a livestock enterprise. 

These by-products can be sold or used on the same or 
another enterprise.
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By-products

In either case, they have value. If some or all of the 
by-product is sold, the contribution to gross income is 
equal to the income received from the sale of the by 
product. 

This is calculated as follows:

Income of by-product = Quantity of by-product sold × Price of by-product
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By-products

If some of or all of the by-product is used on the farm, 
the contribution to gross income from by-products is 
equal to the value of the by-products.

This value is calculated as follows:

Value of by-product used on the farm = Quantity of by product used × Price of by-
product
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By-products

Thus the total value of the by-product is calculated as 
follows:

Total value of by-product used on the farm =  Income from by-product sold +
Value of by-product used on the  
farm
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Gross income

Therefore, the gross income of an enterprise is 
calculated as follows:

Income from sales

Value of produce consumed

Value of produce stored

Value of by products on the farm

+

+

+

= Total gross income
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Gross income for crop enterprises; an example

Gross income of 1 hectare of maize:

Maize grain sold                11 bags of 90Kg at $13/bag = $143.00

Grain consumed at home    2 bags of 90Kg at $ 13/bag    =$ 26.00

Stover sold as by products  5 tonnes at $ 9.00/tonne     = $ 45.00

Gross income   =$214.00
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Gross income for livestock enterprises and 
permanent crops

Farming activities for perennial crops (e.g. fruit 
trees) and livestock enterprises extend over more 
than a single year. 

Here gross income is defined as the difference 
between the closing valuation of produce stored, plus 
sales (including marketable produce and by-products 
consumed on the farm) and the opening valuation of 
produced stored plus purchases.

On the next slide you can see an example of a gross 
income calculation format for a livestock enterprise. 
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Gross income for livestock enterprises and 
permanent crops

The gross income calculated for perennial crops uses 
the same calculation method. 

Changes in the values of tree crops and the value of 
produce stored on the farm would be part of the 
gross income calculation. 
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Gross income for livestock enterprises and 
permanent crops

Since it is possible to produce more than a single 
short-term crop from the same land area within a 
year, a distinction needs to be made between gross 
income for a particular season and gross income for a 
particular year. 

The gross income of a crop for the year may be the 
sum of the gross income for two or more crops grown 
during the year.
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Variable costs

Costs associated with a farm can be divided into two 
kinds of costs: variable costs and fixed costs.

Total cost of production = Variable costs + Fixed costs
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Variable costs

Variable costs are the costs of actual production. 
They apply to specific enterprises on the farm.

These costs vary as output changes. These costs 
occur only if something is produced. They do not 
occur if nothing is produced. 
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Variable costs

Typical variable costs include the cost of seeds, 
fertilizers, sprays, fuel for machines, hired labour, 
livestock feed, and veterinary costs, among others.

Variable costs can be allocated to specific 
enterprises. 

An example of variable costs for maize is shown on 
the next slide.
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Fixed costs

The fixed costs apply to the farm as a whole.

Fixed costs are costs which do not vary with changes 
in production output of a specific type of crop or 
livestock.

Fixed costs remain the same regardless of the 
output. Even if there is no output, there will still be 
fixed costs.
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Fixed costs
Fixed costs include, for example, the cost of purchasing 
a tractor or a piece of equipment which is used on the 
whole farm, and the cost of a head of livestock. 

Most of the costs of keeping a tractor, equipment and 
draft cattle remain the same if the item is or is not 
fully used. 

Fixed costs also include permanent labour, management, 
and depreciation, among others. (Depreciation is the 
costs of the declining value of things like tractors, 
machinery and buildings. Depreciation is usually 
calculated as an annual payment).
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Calculating the gross margin

Costs and income analysis are usually done after the 
harvesting of the crop at the end of the cropping 
season or year.

In the case of perennial harvest, yields and prices 
vary during the year.

Therefore, the time of analysing costs and income 
should be done for a given crop year. In such cases, it 
is important that inputs and output refer to the same 
year being considered for analysis.
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Calculating the gross margin

A calculation of a gross margin (using the figures 
from the previous examples) for 1 ha of maize is 
shown below.

Gross income    $214.00
Variable costs - $117.00
Gross margin =   $ 97.00
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Calculating the gross margin : Scaling to units 
for comparison

To be able to make comparisons, the gross margin 
calculations must be made on the same unit basis, 
such as hectare, labour or water.

If the information available to farmers is for more or 
less than one unit, then they need to convert it to one 
unit. 

See two examples on the next slides .
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Example
Farmer 1 with 0.75 hectares of millet

Source of Income Quantity   (Tonne) Farmgate price ($) Value ($)

Sales at Market 1.0 200 200

Consumed 0.5 200 100

Stored 0.5 200 100

By- Product 0.2 50 100

Total yield

Millet 2.0

By- Prodcut 0.2

Gross income

410
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Example
Farmer 1 with 0.75 hectares of millet

Gross income for the millet enterprise is $410.    
Suppose variable costs are $300

Gross income = $410
Variable cost = -$300
Gross Margin = $110
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Example
Farmer 1 with 0.75 hectares of millet

Gross margin for 0.75 hectares is $110.

But to make a comparison it is necessary to convert 
this to a unit basis, in this case 1 hectare;

$110/0.75= $147 per 1ha

Farmer 1 has a gross margin of $147 per hectare.
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Example
Farmer 2 with 1.5 hectares of millet

Source of Income Quantity   ( Ton) Farm Gate price ($) Value ($)

Sales at Market 2.0 200 400

Consumed 0.5 200 100

Stored 1.5 200 300

By- Product 0.5 50 25

Total yield

Millet 5

By- Product 0.5

Gross income

825
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Example
Farmer 2 with 1.5 hectares of millet

Suppose farmer has variable cost of $700;

Gross income = $825
Variable cost = -$700
Gross Margin = $125
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Example
Farmer 2 with 1.5 hectares of millet

Gross margin for 1.5 hectares is $125, but to make a 
comparison it is necessary to convert this to a unit 
basis, in this case 1 hectare:

$125/1.5= $83.3 per 1ha

The farmer has a gross margin of $83.3 per hectare



Module 4 82

Comparison
Total gross margin for farmer 1 is less than the total 
gross margin for farmer 2.

When gross margin is converted on a unit basis, 
farmer 1 has a higher gross margin, despite the 
enterprise is smaller.

Although farmer 2 has a larger final income, farmer 1 
has a more profitable farm.

With more land, it is likely that farmer 1 would earn 
more income than farmer 2.
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Comparison

Note

The unit of measure for a gross margin is usually the unit of the 
most limiting factor. This may include land, labour, water or 
money invested.

In the case of crops (and most trees), the unit of measure is 
normally per hectare (or acre) – that is, based on land. 

In the case of livestock, the unit of measure is production per 
head for livestock and sometimes in the case of trees, the unit 
of measure is production per tree.
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Calculating the gross margin : Converting from 
units to determine actual income

In many cases, the farmer will obtain gross margin 
information about a crop where the information is 
presented on a unit basis. 

A farmer who wants to know what the actual gross 
margin would really be, needs to convert from a unit 
to the actual size. 

To do this the farmer must multiply the per-hectare 
gross income by the actual number of hectares. 
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Example:The gross margin for maize in the area 
is $200 per hectare

Case 1 : Farmer 1 has 0.8 ha, which yield;
0.8ha x $200/1ha = $160 per 0.8ha

Case 2 : Farmer 2 has 1.6 ha, which yield;
1.6ha x $200/1ha = $320 per 1.6ha

Farmer 1 can expect to have a total gross margin of 
$160, while Farmer 2 of $320.
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Farm profit

The farm profit (or whole farm income) is an estimate 
of the overall profitability of the farm as a whole.

Farm profit is calculated by combining the gross 
margins of each of the farm enterprises and 
deducting fixed costs.

The final figure represents the profit or income of 
the farm. 

Whole farm income (profit) = Gross margins of all enterprises  - Fixed costs
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Calculation of whole farm profit; example

A farmer with 3.5 ha of land has the following gross 
margins from three enterprises.
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Example: Gross margins for three enterprises

Enterprises Ha
Gross Margin 
per hectare 
($)

Gross margin ($)

Millet 1.5 150 225

Maize 0.5 120 60

Groundnuts 1.5 200 300

Total 585
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The whole farm gross margin is $585. To calculate the 
whole farm profit, the farmer  needs to deduct the  
fixed costs;

Whole farm gross margin  $585

Fixed costs                     -$200
Farm Profit                     =$385

Example: Gross margins for three enterprises
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Calculation of whole farm profit; example

Since fixed costs do not change very much with 
changes in production, if the farmer can increase the 
gross margins on the farm, profits will automatically 
increase. 

For this reason it is possible to plan in terms of gross 
margins and leave the farm profit to look after itself.

Since most small-scale farmers in Africa have very 
few fixed costs, the gross margin is a very useful 
indicator of overall farm profit. Farmers need only to 
plan in terms of gross margins.
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Example  of the whole farm gross margin for a farm 
with livestock and crops

Enterprise Unit Gross margin 
per unit ($)

Gross 
Margin 
($)

Millet 1.5ha 150 225

Maize 0.5ha 120 60

Ground nuts 1.5ha 200 300

Goats 2 LSU* 25 50

Total 3.5ha        
2 LSU 635

*LSU   ( Livestock units) 

Fixed costs 200

Farm profit 435
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Calculation of whole farm profit; example

Note

The unit for crops is hectares and the unit for the 
livestock is LSU (livestock units).

The actual gross margin is calculated by multiplying 
the gross margin per unit by the number of units.
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Fixed costs and depreciation; an example

For example, if the total cost of a tractor were 
added to the other costs of a particular crop in one 
year, then the enterprise is likely to appear to be 
unprofitable.

To give a truer picture of profitability, the cost of 
durable capital items has to be applied over several 
years. A method is used to spread the costs of 
durable capital items over their useful life.

It gives us a fairly accurate idea of what it costs to 
use the item for a year. 
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Depreciation; an example

The cost of a tractor is $35 000. It has a useful life 
of 7 years. 

Therefore, each year, one seventh of the cost of the 
tractor is taken off its value and added to the 
enterprise costs.

The formula is as follows:

Depreciation/year =   Purchase price ($)
Useful life (years)
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Depreciation; example

$35 000 = $5 000 per year
7 years

Each year, for seven years, $5 000 will be a fixed 
cost to the farm.

This fixed cost remains on a yearly basis until the 
tractor comes to the end of its life.
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Steps for calculating gross margins

1. Determine an average yield per hectare for the 
enterprise.

2. Determine the average farm gate price for the 
enterprise (The farmer or you will need to take the 
information on prices available in the market and 
deduct all of the marketing costs from the farm 
gate to the market.)

3. Calculate the gross income from sales per hectare 
(i.e. the average yield per hectare multiplied by the 
price at the farm gate.) 
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Steps for calculating gross margins

4. Calculate the value of consumed and stored 
produce.

5.    Calculate the non-labour variable cash costs of 
inputs and materials per hectare for the enterprise. 
These should include the costs of seeds, fertilizer, 
pesticides, machinery services etc.
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Steps for calculating gross margins

6. Estimate the labour costs per hectare per activity 
for each enterprise (e.g. land preparation, sowing, 
weeding, harvesting, etc.). 

First: Determine the number of hired person-days required   
per activity per hectare. 

Second: Determine the rate of pay for hired labour.

Third: Calculate the cost of hired labour by multiplying the
number of hired person day  per activity by the
current wage rate for each activity.
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Steps for calculating gross margins

Note

In some countries there is different rate of pay per 
hectare per activity.  If this is the case, then the 
costs will be calculated per hectare per activity.

In some countries labour is hired at a fixed rate per 
day. If this is the case, then the costs will be 
calculated on the total person-days.
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Steps for calculating gross margins

7. Calculate the cost of family labour by multiplying 
the number of family labour person day days per 
activity by the opportunity cost of family labour
(i.e. the current wage rate, as in step 6).

8.    Calculate the total variable costs by summing the 
cost of inputs and materials, hired labour and family 
labour.
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Steps for calculating gross margins

9. Calculate the gross margin per hectare by 
subtracting variable costs from the gross income.

10. Repeat this calculation for each enterprise on the 
farm. 

11.   Compare the gross margins among enterprises and 
determine which is more profitable.
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Steps for calculating gross margins

Note
The procedure for calculating the gross margin in 
terms of returns to labour or per labour-day is similar 
to the previous procedures except that the total 
family labour is not included.

Returns to labour are calculated by taking total 
income less variable costs and dividing by the total 
labour days used.

Return to labour = Total income - Variable costs
Total labour days
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Session 4.3 
Marketing margins

Learning outcomes:
Understand the purpose and tool in 

diagnosis
Understand when to use the method

Understand how to carry out the method
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Marketing margins

In this session you will learn the basics of calculating
marketing margins. By understanding  and knowing how
to  use  such a tool, you will be able to help farmers
understand the reason why there are large price
differences between what farmers receive and what
market prices are.
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Marketing margins

Why is the price of a product in a shop or retail 
market often so much higher than the price paid to 
the farmer?

Getting a product from the farm to the consumer is 
part of the marketing process.

Each of the different steps involved in moving 
produce from the farm to the consumer, along the 
marketing chain involves costs.
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Marketing margins

Traders spend money on transport or packaging but 
there are many other less obvious costs. 

These costs are not always visible; those doing the 
marketing are often accused of making unreasonable 
profits. 

Farmers look at the prices paid to them by traders 
and compare them with the prices consumers pay for 
the same product. They often assume that farmers 
and consumers are being exploited.

Likewise, consumers often feel prices are too high. 
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What are marketing margins?

A marketing margin is the difference between the 
value of a product at one stage in the marketing 
process and the value of the same product at another 
stage. 

Measuring this margin shows how much has been paid 
for the marketing services for the product at that 
stage of the marketing process. It is the added cost 
of marketing.
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When are marketing margins used?

Farmers producing for the market should be aware of 
the choices that are open to them with respect to 
marketing. 

Calculating marketing costs and margins can help the 
farmer and/or you decide which marketing procedure 
will give the best benefit.

Added or marginal costs must result in at least an 
equal marginal return; otherwise, the market is not 
profitable.
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What are marketing costs and how are they 
calculated?

Marketing costs are the costs incurred when moving 
produce from the farm to the market.

There are several stages involved, in each there are 
costs incurred. 

The stages are:
Produce preparation

Packaging
Handling
Transport
Storage
Losses
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Produce preparation

The first marketing cost incurred is produce 
preparation.

This involves cleaning, sorting and grading. 

This may be done on or off the farm. Either way, the 
cost associated with preparation is a marketing cost.
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Packaging

The next cost that is normally faced is packaging. 

Types of packaging used may range from simple jute 
bags to plastic packaging for the direct transport of 
fruits to consumers in supermarkets. This too may be 
done on or off the farm.
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Handling

Handling costs are incurred at all stages of the 
marketing chain. They include loading and unloading. 

Each time a product is handled the cost per kilogram 
is small, but a product may be handled many times 
before it reaches the market. 

The total of all of these small handling costs can end 
up being quite substantial.
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Transport

Transport costs are incurred by farmers when they 
take their produce to market. 

Sometimes transport costs are very clear because 
they involve the direct payment by a farmer to the 
transport owner each time a delivery is made.

In other cases these costs are less direct, for 
example when farmers own and operate their own 
vehicles.  In the latter case, the farmer needs to 
determine the running costs of transport per 
kilometre.
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Transport

When the running costs and the quantity of products 
carried per trip are known, the cost of transport per 
kilogram or per tonne of product can be calculated. 

To calculate transport costs using their own vehicles, 
farmers need to know:

Vehicle running cost/km ($/km)

Quantity that can be carried per trip (kg or tonne/trip)

Distance to the market (km)
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Example
Calculation of transport costs

The farmer has a vehicle that can carry 200kg of produce per 
trip. The running cost of the vehicle is $0.50/km. It is 10 km to 
the market.

*  These are the costs per kg or tonne to transport 200kg. If less than 200kg is transported, then the costs 
will be higher. Thus, one way to reduce  marketing costs is to use transport optimally.

Detail Amount Unit

A. Running cost for transport $0.50 per km

B. Distance to market 10 km

C. Cost per trip (A x B) $5.00 per trip

D. Mass/weight per trip 200 kg

E. Cost per kg (C/D) $0.025 per kg

F. Cost per tonne ( E x 1000) $25.00 per tonne
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Storage

Storage is an important cost for many products. The 
main purpose of storage is to extend the availability 
of produce over a longer period than if it were sold 
immediately after harvest. 

The assumption behind storing produce for the 
market is that the price will rise sufficiently while 
the product is in store to cover the costs of storage.

The costs of storage will vary, but they are usually 
very clear because they are paid for directly.
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Losses

Losses are common when marketing agricultural 
produce. Even if nothing is actually thrown away 
products may lose weight in storage and transit.

Post-harvest losses of produce, particularly fresh 
produce, can be substantial, both in terms of quantity 
and quality. This will affect both the amount of 
product for sale and the selling prices. 

The following are common causes of post-harvest 
(marketing) losses divided in terms of quantity and 
quality.
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Losses

1. Quantity-related losses

• Large quantities of the product on the market or ‘gluts’ (as 
often happens during the main season) often means that much 
will be thrown away unsold

• Moisture loss (reduces weight of the product, e.g. grains, fruit
and vegetables)
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Losses

2. Quality-related losses

• Produce damaged while being handled or transported

• Produce deteriorates (including over-ripening) over the period 
its waiting to be sold

• Moisture loss (particularly with fruit and vegetables)
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Example;The cost of loss

A trader purchased 2 kg of green peppers from a farmer at 
$5.00/kg. 

When the trader gets to market only 1.8 kg are still available for 
sale (e.g. a loss of 10%). 

Marketing costs are an additional $2.00/kg for the 2kg of green 
peppers purchased. 

The selling price of green peppers is $9.00/kg.

Quantity lost    Market price of product       Value of loss
0.2 kg                $9.00/kg                          $1.80
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The impact of this loss on the margin to the trader can 
be calculated as follows:

Activity Quantity Price Total 20 Kg Purchase

Income from sales 1.8kg $9.00/kg $16.20 $162.00 A

Purchases 2kg $5.00/kg $10.00 $100.00

Packing and transport 2kg $2.00/kg $4.00 $40.00

Costs $14.00 $140.00 B

Margin to the trader $2.20 $22.00 (A-B)
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Example;
The cost of loss

If the trader had prevented the loss, the margin 
would have been $4.00 ($2.20 + $1.80). 

This may seem insignificant, but if the trader had 
purchased 20kg instead of 2kg, the value of the loss 
would have been $18.00 and the margin $22.00 
instead of $40.00.

This is a substantial cost.
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Other marketing costs
People using markets may have to pay market fees.

People using markets may have to pay to have the produce 
weighed.

Traders normally have to be licensed and pay licence fees.

In some markets, wholesalers charge commissions.

Taxes may have to be paid.

Sometimes, bribes are needed to get produce through 
roadblocks or to get permission to operate a business.
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More on marketing costs

There are two types of marketing costs: variable 
marketing costs and fixed marketing costs. 

Variable costs are costs which are incurred if 
marketing activities are carried out, for example, 
transport costs from the farm to the market, 
handling costs, packaging materials, parking fees, 
commissions based on weight.
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More on marketing costs

Fixed costs are costs that will be paid by the farmer 
whether or not marketing activities are carried out. 

Fixed marketing costs include taxes, insurance, fixed 
rent for the stalls, fixed salary of the workers 
involved in marketing, depreciation of the trucks, 
weighing scale and other equipment.
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Calculations

Once all the marketing costs have been calculated it 
is then necessary to put them together to work out 
the total marketing costs for the farmer.

Marketing margins are related to the prices received 
for produce. 

Costs have to be related to these prices. 
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Calculations

Farmers selling their produce directly to the market 
are likely to get different prices at different times 
of the year and even at different times of the day. 

Farmers need to understand how the markets they 
use operate, because this will affect the marketing 
margins.

The marketing margin is the difference between the 
prices farmers receive for their produce and the 
costs incurred in marketing.
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Example;
Farmer selling tomatoes

in the nearest rural market
100 kg of tomatoes are harvested by the farmer; 
there is a 10 per cent loss due to damage and other 
causes.

The remaining tomatoes (90 kg) are sold at the 
market at the prices shown in the next slide
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Example;
Farmer selling tomatoes

in the nearest rural market

The average selling price per kg is $90/100= $0.90/kg

Quantity (kg) Price per Kg Income from sales ($)

50 1.10 55

20 1.00 20

15 0.80 12

5 0.60 3

10 not sold 0

Total income 90
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Example;
Farmer selling tomatoes

in the nearest rural market
Other marketing costs charged over the season included the following:

Given all this information, it is now possible to calculate
the marketing margin.

Marketing costs Amount ($)

Market fees 1

Handling labour 2

Cost on route 1

Transport 0.50/10 kg per box (0.05/kg)

Packaging 0.50/10 kg per box (0.05/kg)
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Example;
Farmer selling tomatoes

in the nearest rural market

Quantity sold Value ($/kg)

0.9 kg x weighted average selling price of $0.90 per kg 0.81 (A)

Marketing costs

Market fees 0.01

Labour employed by farmer to pack, load and unload 0.02

Cost on route 0.01

Transport to wholesale market 0.05

Packaging 0.05

Total marketing costs 0.14 (B)

Marketing margin 0.67 (A-B)
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Calculations

Note

The market margin calculation should be conducted 
on a unit weight basis. 

You should be careful to convert all of the items to 
the same base. 

In this example the calculation is carried on a per 
kilogram basis.
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Session 4.4 
Break–even budgets

Learning outcomes:
Understand the purpose of the tool
Understand when to use the method
Understand how to use the method
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Break-even budgets

This session introduces a tool you can use to help
farmers determine break-even points of their
enterprises. 

The session will define the concept of break-even, will
examine a break-even budget and demonstrate how it is
calculated.

One use of the tool is to assist farmers becoming price
makers, not price-takers.
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Break-even budgets

We have previously estimated gross margins, by using 
average costs and prices that are the only sensible 
choices, but averages can be deceiving. 

Averages represent the common mid-point between 
two extremes, and therefore give a picture that 
intentionally does not reflect either case.
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Break-even budgets

But what happens when we move away from the 
average or expected case and toward either of two 
extremes – the best case or the worst case. 

The break-even budget is a tool used to determine 
the effect of these extreme possibilities.
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Break-even budgets

Break-even analysis is a technique for studying the 
relationship between costs and income at different 
levels of production and different prices.

A break-even budget estimates the point at which a 
farm’s gross income is equal to its total variable costs
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Break-even budgets

On one side, the break-even budget gives an 
indication of maximum acceptable level of cost. That 
is, the point at which, if costs increase, the farm will 
not be profitable.

On the other side, the break-even budget gives the 
minimum acceptable level of a benefit given an 
estimated level of cost. That is, the point at which, if 
the income decreases, the farm will not be profitable.
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Break-even budgets

Break-even budget looks at the level of the activity 
where income equals total cost, so that no profit 
(gross margin) is made. 

Break-even occurs where total variable cost and gross 
income are equal.
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Break-even budgets

One can determine break-even points for yield and 
market price. The break-even essentially answers the 
following questions:

Yield: Given a known price and cost, at what level of 
production (yield) would the farm ‘break even’ (costs 
equal income)?

Price: Given a known yield and cost, at what market 
price would the farm ‘break even’ (costs equal 
income)?
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Break-even budgets

Calculating break-even budgets in price and yields can 
help a farmer plan enterprises, particularly when the 
farmer is considering making a change in 
production/commodities (yield), inputs/mechanization 
(cost), or markets (price).

For example, a farmer might be interested in 
substituting one variety of tomato for another.
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Break-even budgets

If the production potential of the new variety is 
unknown, a break-even budget is constructed to 
estimate the minimum yield that would have to be 
achieved to make the change worthwhile.

Alternatively, if the expected yield is known but the 
price is not, the budget could indicate the minimum 
price that must be obtained to make the change 
economically feasible.

Cost variations could also be explored for the new 
variety using the break-even budget.
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Example; Gross margin for 1 ha of maize, Kenya
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Break-even yield (BY) is the yield required to recover all the costs  
incurred in production at given prices of the product and given 
input costs. The formula for calculating the break-even yield of a 
given enterprise is:

Break-even yield/ha (BY) = Total variable cost/ha
Product price

So break-even yield for the previous example is;

Break-even yield/ha (BY) = Ksh 8 500/ha
Ksh 1 000/bag

Break-even yield/ha (BY) = 8.5 bags/ha
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Example
Gross margin for 1 hectare of maize, Kenya

From the data presented, the break-even yield for 
the Kenyan maize farm is 8.5 bags per hectare.

If the actual maize yield is higher than 8.5 bags per 
ha (the break-even yield), it will be profitable for the 
farmer to grow maize. 

Conversely, if maize yield is lower than its break-even 
yield (8.5 bags per ha), the farmer will incur a loss if 
he/she grow this crop.
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Determining the break-even price

Break-even price of the product is the product price 
needed to recover all variable costs incurred in 
production at a given output level and cost of input.
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Determining the break-even price

Break-even price/bag (BP) = Total variable cost/ha
Expected yield/ha

Break-even price/bag (BP) =  Ksh 8 500 /ha
20 bags/ha

Break-even price/bag (BP) = Ksh 425/bag
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Determining the break-even price

The break-even price of maize is Ksh 425 per bag. 
This means, if the price of maize is above the  
break-even price, it will be profitable to grow maize.

If the price of maize falls below Ksh 425 per bag, 
maize farmers will sustain a loss if they grow maize.
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Session 4.5 
Sensitivity analysis

Learning outcomes:
Understand the purpose of the tool
Understand when to use the method
Understand how to use the method



Module 4 150

Sensitivity analysis

This session introduces a tool you can use to help
farmers make more informed decisions to deal with risk.
The tool analyses the sensitivity of an enterprise to
changes in such factors as yield, input and market price.
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What is sensitivity analysis?

Sensitivity analysis is an instrument that can  help 
farmers analyse the sensitivity of an enterprise to 
changes in factors such as  yield, input price and 
market price. 

It can be used to identify the critical variables and 
their effect on projected profitability.
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What is sensitivity analysis?

The tool helps answer the question: “What if…?” or 
“What would happen if?”

What if our production decreases or increases?

What if the price of our product goes up or down?

What if the cost of an input changes?

What if the family increases the amount of crop it consumes?
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What is sensitivity analysis?

This technique quantifies the outcome of a change in a 
single or combination of selected variables that 
effect enterprise profitability. 

Sensitivity analysis can be used with any of the farm 
business planning and management techniques that we 
have discussed to date to help make decisions on the 
farm.
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What influences enterprise profitability?

Yields may be only one of the factors which influence 
enterprise profitability. Others include:

The amount of harvest which is marketed, rather than consumed 
on the farm

The price received for produce sold

The prices of inputs



Module 4 155

What influences enterprise profitability?

Where maize and other food crops are concerned, the 
amount of produce marketed by the farmer may be 
even more variable than yields. 

This is because the farmer markets only that portion 
of the food crop that is not required for on-farm 
consumption. 

If yields decrease, on farm consumption may remain 
almost the same because the farmer will first reduce 
the amount of produce marketed before reducing on-
farm consumption.
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What influences enterprise profitability?

Yields and prices tend to move in opposite directions 
for food crops. 

When yields fall, there is a scarcity of the crop and 
prices tend to rise. 

When yields rise there is an abundance of the crop 
and prices tend to decline.
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What influences enterprise profitability?

The movement of prices and yields in opposite 
directions means that the enterprise budgets vary 
less than they would if prices were held constant or 
moved in the same direction as yields.

Thus, yields, on-farm consumption and prices 
together influence the farmer’s gross margin. This 
makes sensitivity analysis a very useful tool to apply
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What influences enterprise profitability?

This is illustrated by way of a simple farm budget  
example that compares the situation in a normal 
rainfall year with the situation in a bad year. 

The normal year enterprise income is assumed to be 
$320
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Example; rainfall

A simple farm budget that compares the situation in a 
normal rainfall year with the situation in a bad year.

In a low rainfall, ’bad year’, production falls by 50%,
but on farm consumption requirements remain the 
same. Consequently, the quantity of produce 
marketed also decreases.

Prices subsequently rise but the farmer's cash 
receipts are still greatly reduced
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Normal Year Bad Year

Produce yield (tonnes) 10 5

Produce consumed on-farm (tonnes) 2 2

Marketed produce (tonnes) 8 3

Farm gate price per tonne 40 55

Total enterprise cash income 320 165

Example; rainfall
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Example; rainfall

The information on yields, consumption and prices 
under the ‘bad year’ scenario provides one element of 
the total farm cash income.

Cash expenditures may also change in a ‘bad year’
depending on when the low rainfall occurs. At 
different times in the season, low rainfall will affect 
different activities.
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Example; rainfall

When low rainfall is noted before the crop is planted 
and continues throughout the crop season, a farmer 
may anticipate the effects shown on the next slide;
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Area of effect Effect

Yield Decrease

On-farm consumption of crop No change

Product price Increase

Land preparation cost Decrease

Application of materials used in planting Decrease

Application of materials used after planting Decrease

Cost of purchased materials purchased used in planting Decrease

Cost of purchased materials purchased used after planting Decrease

Harvest Costs Decrease

Example: rainfall and its effects
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Example; rainfall

If, however, the poor rains come only later in the 
season after the crop is in the ground, the following 
effects can be expected;
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Example; rainfall and its effects

Area of effect Effect

Yield Decrease

On-farm consumption of crop No change

Product price Increase

Land preparation cost Decrease

Application of materials used in planting No change

Application of materials used after planting Decrease

Cost of purchased materials purchased used in planting No change

Cost of purchased materials purchased used after planting Decrease

Harvest Costs Decrease
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Example ; Applying a sensitivity analysis

A maize farmer expects to generate a profit of Ksh
11 000 over the next year.

The farmer is concerned because a neighboring farm 
has suffered from a disease which has decreased 
crop yields by 25%. 

The question the farmer needs to answer is:

“How will my profits change if my crop gets the same 
disease?”
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Current yield of maize 20 bags

Price  of maize Ksh 1 000

Total variable costs Ksh8 700

Gross margin Ksh11 300

Harvesting cost per bag Ksh20

The following data is given about the farm
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Example; Applying a sensitivity analysis

Remember

The sensitivity analysis is used to calculate the change 
in gross margin that could occur following changes in 
selected key variables which affect profitability. 

In this case yield could change and the farmer’s 
wants to determine how this will affect income and 
profits.
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1. We calculate the change in the margin for maize in the event of the 
farmer’s crop getting the same disease as the neighbour’s crop.

Reduction in yield = current yield + % reduction

The implications are a 25% reduction in yield and the costs saved 
as a result of the drop in production

Reduction in yield = 20 bags x 25% reduction

Reduction in yield = 5 bags
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2. We calculate the decrease in gross income  as a result of the
reduced yield.

Lost gross income = reduction in yield x commodity price

Lost gross income = 5 bags x Ksh 1000/bag

Lost gross income = Ksh 5000
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3. We calculate the variable costs saved by the reduced yields. In 
this case the only variable cost affected by yield is the harvesting 
cost.

Reduced variable costs = reduction in yield x cost of harvesting

Reduced variable costs = 5 bags x Ksh 20/ bag

Reduced  variable costs = Ksh 100
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4. We calculate the overall reduction in gross margin

Reduction in gross margin= lost gross income- reduced variable costs

Reduction in gross margin= Ksh 5000 – Ksh 100

Reduction in gross margin = Ksh 4900
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5. Calculate the new gross margin based on the projected loss in
yield.

New gross margin= original gross margin – reduction in gross margin

New gross margin = Ksh 11 300 – Ksh 4 900

New gross margin = Ksh 6 400



Module 4 174

Conclusions

A 25% reduction in the yield of maize results in a 
56.6% decrease in gross margin. 

The conclusion is that the margin generated appears 
to be extremely sensitive to the problem and that 
appropriate management time should be devoted for 
its prevention.
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Link to assessing risk and vulnerability

Sensitivity analyses can help a farmer determine how 
vulnerable they are to risks. 

Using results from the sensitivity analyses and 
comparing them with break-even figures will provide 
even more about vulnerability to risk. 

Farmers will have an idea of the risk boundaries of 
their farm. This is very useful farm management 
information to have  when making decisions.
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Session 4.6 
Planning for food requirements

Learning outcomes:
Understand food requirements

Understand how to do the calculations
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Food requirements

This session introduces a tool you can use to help
farmers and their households determine the quantity of
food required to produce, for the household and for the
market. 
It is an important tool to help optimize land use and
increase profitability , while not compromising the basic
food security for the farm family. 
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Planning for food needs

For most farm families in Africa, self-sufficiency in 
food is the first objective. Consequently food 
production is a main objective for the farm. 

Self-sufficiency in food can either be obtained from 
the farm harvests or by use of cash. A majority of 
family farmers in Africa still prefer to produce their 
own coarse food needs. 

Coarse food  is basic carbohydrate foodstuffs like 
maize, root and tuber crops, sorghum, millet and rice.
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Planning for food needs

Coarse foods are differentiated from other 
foodstuffs such as oilseeds, vegetables, fruit, fish, 
meat, dairy products and others. These are of higher 
per unit value, but are needed in smaller quantities. 

They are either produced or gathered on or around 
the farm or purchased on the market. Although they 
are of great importance for the qualitative value of 
nutrition, only coarse foodstuffs are taken in 
consideration in this session.
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Planning for food needs

Families who suffer from food insufficiency generally 
also suffer from malnutrition. 

It is important to note that having sufficient coarse 
grains is only one part of food security.

Food security also includes access to other important 
food groups.
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Food and market-oriented farming

As farmers become more market-oriented they need 
to keep in mind the family’s food requirements. 

Can they risk growing only for the market and buying all the 
family’s food?

Should they grow some food for their family and some crops to 
sell? 

How much of their land should be planted to food crops for the 
family? 

How much land can be planted to crops to be taken to the 
market?
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Food and market-oriented farming

To decide, the farmer first needs to know how much 
food the family will need for the year.

The amount of food (coarse grains) an average person 
(child or adult) needs per day is 0.65 kg. This works 
out to about 240 kg per year.

Therefore, the farmer simply needs to multiply 240 
kg times the number of family members to know how 
many kilograms of coarse grains will be needed each 
year to feed the family.

See the next slide for the food requirements table.
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Family size (People)

Food required each day (kg)

1

240

2

480

3

720

4

960

5

1 200

6

1 440

7

1 680

8

1 920

9

2 160

10 2 400
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What to grow?

Now that the farmer knows how much food the family 
is going to need each year, two things are required:

(i) What grains they want to eat 

(ii) Whether to grow these grains or buy them using  
money from crops sold on the market.
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What grains do they want to eat?

This is a matter of personal preference and a matter 
of what is available.
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Grow food or buy food?

Buying food.
Can the crop planted for the market make enough 
profit to feed the family?

Risk can be reduced by:
Investigating the market and learning about what crops get what 
prices

Investigating access to the market in terms of roads, transport 
and facilities

Honestly assessing family farming skills; what can be grown 
confidently?
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Grow food or buy food?

Growing food. 
This is limited by what crops can be  grown in the 
area and the knowledge needed to grow.

Again there is a risk. 

Will the crops planted for food grow?

Can risk be reduced by making a careful calculation of family 
food needs and then converting this into hectares?



Module 4 188

Grow food or buy food?

You should be prepared to advise farmers on food 
crop options. 

Eventually a decision will have to be made.

Let us take a case where a farmer has chosen to grow 
all the food for family needs and to grow other crops 
to sell.
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How much land is needed for planting food?

The amount of land the farmer needs depends on:

The total amount of food needed

The types of crops to be grown

The expected yields of the chosen crop (s).
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Example;
A farmer with a family of 6 people

Sarah calculates that she will need 1 440 kg of grains 
to feed the family for the year.

She has 2.5 ha of land for planting. They are in two 
parcels. 

One is 1.8 ha and the other is 0.7 ha. Her crop 
choices are millet and maize. 

She wants to have them in equal quantities for her 
family. 
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Example
A farmer with a family of 6 people

In other words, she wants 720 kg of millet and 720 
kg of maize to give her the 1 440 kg. 

She knows she can get 3 tonnes per hectare growing 
maize and 0.75 tonnes per hectare growing millet. 

How much land does she need to plant to maize? 

How much to millet?
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Maize

Sarah knows that 1 ha of maize will give her 3 tonnes. This is the same 
as 3000 kg. She wants only 720 kg. 

.
If she can get 3000 kg from 1 hectare ...

3 000 kg
1 ha

How many hectares does she need to get 720kg?
720 kg
X ha

We can set these equations equal to each other ...
3 000 kg =    720 kg
1 ha           X ha
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Maize

3 000 X = 720

X =  720 =   0.24
3 000

Therefore, Sarah needs to plant 0.24 ha of maize.

This is very close to 0.25 or ¼ hectare.
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Maize

Let’s check the answer: 

If she plants 0.25 ha or ¼ ha of maize, she can expect 0.25 or ¼
of the yield.

0.25 ha × 3 000 kg/ha = 750 kg

Therefore, if she plants ¼ hectare of maize, she will have enough 
maize to feed her family.
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Millet

Sarah knows that 1 ha of millet will give her 0.75 tonnes 
of millet. This is the same as 750 kg. She needs 720 kg. 

The  calculations are similar to those for maize.

750 kg 720 kg
1 ha     X ha

750 X = 720 ha
X = 0.96 ha
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Millet

This means she should plant 0.96 ha.                    

This is almost 1 ha.

So now Sarah knows that she must plant 0.25 ha of her   
land to maize and 1 ha of her land to millet.
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Millet

In order to make sure her family has the food they need for    
the year she will use 1.25 ha of her land.

Her total land size is 2.5 ha. 

After planting the maize and the millet, she will have 1.25 ha  
(2.5 – 1.5 ha) left to plant to crops for the market.
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Millet

To make the decision of what to plant on the remaining 1.25
hectares, the farmer can use the enterprise budgets to 
calculate gross margins. In addition, she will also want to:

Look at opportunity costs and risk

Plan her market

Check on the sustainability of the input/output support for 
different crop choices

Check on her labour
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Food flow planning

In addition to understanding the quantity of food 
required in a year, it is also important to know when 
there is likely to be a shortage of food. 

This can be done through a simple matrix exercise in 
which the family consults about when different foods 
are available and when they are not. 

The following matrix is an example for a food flow.
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Example;
Food flow for a family of 6

(coarse grain requirement: 1 140kg)

Months J F M A M J J A S O N D

Total

Foods

Maize (Kg) 80 80 0 0 0 80 80 80 80 80 80 80 720

Sorghum (Kg) 90 40 40 35 35 65 65 65 65 65 65 90 720

Total 170 120 40 35 35 145 145 145 145 145 145 170 1440

Coarse Grain Requirement (Kg)

120 120 120 120 120 120 120 120 120 120 120 120 1440

Shortfall/surplus
-50 0 -80 -85 -85 25 25 25 25 25 25 50 0
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Food flow planning

Note

In the food flow matrix quantities can also be 
expressed in bags
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Food flow planning

This food flow shows that this family has a shortfall 
of grains in the months leading up to the harvest.

An investigation would highlight that one of the 
reasons they have this shortfall is because they 
consume too much each month.

A causal diagram would help the family identify why 
it is consuming more than is needed. 
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Session 4.7 
Labour planning

Learning outcomes:
Understand the purpose of the seasonal 

labour calendar
Understand when and how to apply the 

seasonal labour calendar
Understand the use in identifying solutions

Understand the impact of stresses and 
shocks on labour
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Labour planning

In this session you will learn about a tool that will help
farmers analyse their labour needs against their labour
availability. If labour is not planned it will affect
profits.  

The session will define labour analysis, when
it is used and how to carry it out. It will also examine
the effect of changes on the labour balance over the
season and explore suggested solutions.
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Labour planning

Labour refers to the people who do the physical work 
on the farm. 

All farms need labour to carry out basic activities of 
farming.

Pre-production activities, production activities, and 
marketing activities all require someone to do the 
work.
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Labour planning

Labour can be provided in kind (without pay) by the 
family.

It can be hired or it can be secured through a social 
capital arrangement.

Labour costs are often a high percentage of the total 
costs of production.

Therefore, it is important to plan carefully the use of 
family, hired and social labour.
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Labour planning

The use of labour can be planned on two levels;

Individual enterprise  

The whole farm.

Labour planning for the individual enterprise is used 
to improve the performance of the different 
operations associated with the enterprise and to 
ensure that the right number of workers are engaged 
when required.
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Labour planning

At the farm level, use of labour throughout the year 
is assessed. 

The planning of labour for an individual enterprise 
affects the labour for the whole farm. 

The two are closely linked.
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Labour planning

If a farmer makes any change which affects labour in 
an individual enterprise, the farmer will need to 
examine the impact of this change on the labour 
requirements and resources for the whole farm. 

Similarly, if there is some change to the overall farm 
operation, the farmer will need to examine the impact 
on the individual enterprises.
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Labour planning

A tool often used to analyse labour requirements and 
resources is to use a seasonal labour calendar. 

This calendar can give a visual assessment of labour 
on individual enterprises and on the farm as a whole, 
over a given period of time (e.g. month, season, 
cropping cycle, year).
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Procedure for a seasonal labour calendar

The procedure for constructing the labour seasonal 
calendar is as follows:

1. List the different farm activities to be undertaken
during the year or at a particular season by the family.

2. List the household activities to be done also during the
year or the season.
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Procedure for a seasonal labour calendar

Note

In most cases in Africa, women work both on the 
farm and in the household. Therefore it is essential 
that planning for farm labour include the household.

This will give a clearer picture of the total demand 
for labour by a farming household. 

Alternatively the labour planning could also be broken 
down by gender.
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Procedure for a seasonal labour calendar

3. Assess the labour requirements required for each enterprise 
and household activity.

4. Assess the person-days required

5. Assess family members who will be available to work both for 
household and farm activities at different periods of the year.
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Procedure for a seasonal labour calendar

6. Calculate the person-days available per month

7. Examine the labour supply based on the availability of family
members and labour shortages or where additional labour is 
required.

8. Formulate a strategy for dealing with labour shortfalls and 
surpluses (labour peaks and troughs).
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Procedure for a seasonal labour calendar

It is important to consider the peaks and troughs 
of seasonal labour availability in relation to the 
farm labour requirements. 

By modifying the cropping pattern and making 
changes to the enterprise operations it is possible 
to achieve a better allocation of labour and ensure 
its more efficient use. 
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Procedure for a seasonal labour calendar

Periods of trough can be used for general farm 
maintenance or to generate income through off-farm 
activities. 

Labour requirements during the peak periods could be 
met through the employment of either part-time or 
causal work or alternatively the introduction or use of 
more efficient mechanization or drought power.
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Example
Seasonal labour calendar in person days for labour required

(1 ha maize, 1 ha sweet potatoes and 10 livestock on communal land)
Assumes farm family can work 26 days per month
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Example...continued
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Session 4.8 
Cash flow

Learning outcome:
Understand the purpose of the tool

Understand when and how to apply the tool
Understand its use in identifying solutions
Understand the impact of changes on cash 
Understand farm and household income and 

expenses
Understand the timing and volume of cash 

short fall and ways of addressing them
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Cash flow

In this session you will be introduced to the concept and
practice of developing a cash flow, this will enable you
to help farmers where their money goes and where it
comes from. 

This puts farmers in a better position to control their
financial situation.
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What is a cash flow?

Gross margin is a tool to assess the profitability of an 
enterprise. 

Gross margin indicates how worthwhile a change may 
be if the quantities and prices assumed are realized.

When a new enterprise is introduced into the farming 
system a gross margin is usually prepared to assess 
whether the enterprise generates enough income to 
cover expenditures. But this is only a part of the 
analysis. 
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What is a cash flow?

It is also useful to assess the overall effect of the 
enterprise on the household finances. 

To do this, the farmer needs to prepare a cash flow.

The cash flow is simply the flow of money into the 
farm from sales and the flow of money out of the 
farm through purchases and other payments.
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What is a cash flow?
Common to prepare a cash flow for a farm or business 
enterprise; in the case of smallholder farm families, it is 
more useful to include the household in the cash flow 
calculations.

Farmers can use cash flow to determine the financial 
performance of their households as a whole.

It helps to assess whether the family will have enough 
money to carry out their plan or if they will be short of 
money in any month. 

Enables the farmer to find the time of the year where 
additional financial resources may be required.
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There is an important difference between a gross 
margin and a cash flow.

The gross margin looks at the overall performance of 
the farm and its enterprises, in a cash flow, only 
actual cash income is included.

What is a cash flow?
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What is a cash flow?

The difference is important because although an 
enterprise may be profitable in terms of gross 
margin, if the farmer is not selling enough of the 
crop, then the cash needed to pay inputs, hired labour 
and other cash costs may not be generated.
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Net cash flow

The net cash flow is the difference between the cash 
inflows and cash outflows. 

Net cash flow is calculated by subtracting the money 
(cash) spent over the year from the money received. 
(Non-cash items like crops consumed by the family, 
unpaid family labour, depreciation are not included in 
the flow of cash.)

Net cash flow = cash inflow - cash outflow
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Cash inflow

Cash inflow is made up of:

Sales of produce marketed

Income from wage labour and other employment

Gifts 

Loans
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Cash outflow

Cash outflow is made up of :

Purchases and payments for inputs for the farm (e.g. hired 
labour, fertilizers, seed, pesticides, animal feeds, salt licks, etc)

Land preparation costs, purchase of new machinery and other
operational costs.

Household expenses (e.g. medicine, food, school fees, taxes, 
gifts). 
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Net cash flow

The farm should try to generate a positive cash flow.

This comes about by ensuring that more cash flows 
into the farm than out of the farm. 

Analysis of a farm cash flow generates a detailed 
projection of the farmer’s ability or inability to 
finance an enterprise. 

In the absence of records, details of household 
expenditure usually have to be estimated.
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Use of cash flow

Farmers can use a cash flow to analyse their farms,  
monitor farm activities and plan for the future. 

Controlling the flow of cash in and out of the farm is 
an important task of the farmer. 
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Use of cash flow

Cash flow budgets are important in:
Developing the farm plan

Choosing between alternative farm enterprises

Comparing actual and budgeted results (to enable corrective 
action to be taken on time)

Arranging for loans.
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Use of cash flow

As a planning tool, the cash flow can be used to see 
the effect of a small change on the farming system 
or the financial impact of a complete farm plan.

It can be used to examine whether financing is 
available within the farm household, or alternatively 
if there is a need to take out a loan.

In cases where the farmer has already decided to 
take a loan, the cash flow will also indicate whether 
and when the interest and debt can be repaid.
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How to construct a cash flow

The main feature of a cash flow is that it focuses 
specifically on cash.

The non-cash items included in gross margin analysis 
are not included in a cash flow. 

Non-cash items include items such as depreciation, 
the value of family labour and food consumed at home 
are excluded.
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How to construct a cash flow

The cash flow for smallholder farmers includes the 
on-farm and off-farm (household) inflows and 
outflows.

It needs to cover;

All cash income and expenditures for the farm household

Include loans that the farm household receive from 
moneylenders, friends and lending institutions as cash inflows

Include repayment of these loans (principal and interest) as 
cash outflows.
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How to construct a cash flow

A cash flow can be calculated on a monthly, quarterly 
or annual basis.

Annual cash flows are common for longer term 
investments such as livestock and tree crops.

Monthly and quarterly cash flows are well suited to 
annual crops.

A farmer can construct a cash flow on what they are  
currently doing or they can construct a cash flow on 
the basis of what they intend to do over the next 
year.
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How to construct a cash flow

A farmer can construct a cash flow on what is 
currently being done or on the basis of what is 
intended over the next year. 

In the example that follows, we will construct a cash 
flow budget to examine the projected cash situation 
of a plan to introduce a new enterprise.

We will look at cash flow on a monthly basis over one 
year.
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How to construct a cash flow: An example

Let us imagine a farm household that earns some 
income from selling maize and cassava and rearing 
dairy cows. They also have some chickens. 

The family has three children attending school. 

The farmer wishes to introduce beans into the 
system, and  knows that the enterprise is profitable 
but wonders whether there are enough funds to 
finance the enterprise.
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How to construct a cash flow: An example

When the farmer plans the farm programme for next 
year, the farmer wants to find answers to the 
following questions:
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How to construct a cash flow: An example

How much money are the farm enterprises likely to
generate and how much cash expenditure will be needed
to cover costs?

When will they receive the money (inflow) and when will
the money be needed (outflow)?

If the amount of money they expect to receive over the
year does not cover the amount needed, how can they
make up the difference? Will it be made up by savings?
Do they have reserves? Do they have access to loans?
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1. Identify 
Inflow and 
Outflow
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2. Prepare a cash flow table: Money coming in

MONEY COMING IN Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Sales of farm products:

Maize 270 300 300 100 100

Cassava 340 120

Milk 60 60 60 60 60 60 60

Chicken 130 60

Planned sale of French beans 450 400

Total Cash Inflow 400 0 360 400 60 60 510 180 420 100 100 400
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Prepare a cash flow table: Money going out

MONEY GOING OUT Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Payments & Purchase of inputs:

Maize inputs 300 300

Cassava inputs 37

Farm inputs livestock 30 50 50 50 50 50 50 50 50 30 30 30

Chicken feeding expenses 60

Beans inputs 200 50 40 180 40

Household expenses:

Living expenses 10 10 10 10 10 10 10 10 10 10 10 10

School fees 200 140 100

Hospital Expenses 10 10 10 10 10 10 10 10 10 10 10 10

Total Cash Outflow 50 270 370 307 260 70 110 70 530 230 50 90
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3. Calculate the monthly net cash flow

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Total Cash Inflow 400 0 360 400 60 60 510 180 420 100 100 400

Total Cash Outflow 50 270 370 307 260 70 110 70 530 230 50 90

Monthly Net Cash Flow 350 -270 -10 93 -200 -10 400 110 -110 -130 50 310
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4. Calculate the cumulative net cash flow

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Monthly net Cash 
Flow 350 -270 -10 93 -200 -10 400 110 -110 -130 50 310

Cumulative 
balance 350 80 70 163 -37 -47 353 463 353 223 273 583
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5. Analyze the net cash flow

The farmer could decide not to introduce beans

The farmer could try to save some money in order to cover the 
financial shortfall 

The farmer might decide to cut back on some of the inputs used 
for growing beans 

The farmer might decide to reduce some of the area under 
maize and cassava in order to reduce costs

The farmer might sell some of his livestock to cover the 
financial gap

The farmer might decide to take a loan to cover the shortfall
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Example; using a loan

Assume that farmer Bill decides to finance the 
shortfall with a loan, Bill needs to determine how 
much of a loan is needed and whether and when 
payments could be made to repay the loan.

The shortfall which cannot be covered amounts to 
$104.
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Example; using a loan

A loan of $200 would ensure the cash flow required.

If Bill is to repay the loan over four months and is 
charged a rate of 18% interest, Bill will make 4 
payments of $59 each. The total repayment would be 
$236.
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How a loan and repayment schedule could be planned to make this 
proposal feasible.

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Monthly 
Balance 350 -270 -10 93 -200 -10 400 110 -110 -130 50 310

Proposed Loan 200

Proposed 
Repayments -59 -59 -59 -59

Cumulative 
Balance 350 80 70 263 163 153 494 545 376 187 237 547
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Example; using a loan

Assumptions:

loan of $200 paid back over 4 months

grace period of two months

interest rate at 18%

payable at four equal instalments



Module 4 250

Example; using a loan

In this example, if farmer Bill took out a loan of 
$200 , Bill would cover the financial shortfall and 
would have the funds available to repay the loan. 

The cumulative balance would then be positive for the 
entire twelve-month period showing that there is no 
more need for finances.
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Example; using a loan

Where loan options are viable it is necessary to 
understand that taking out a loan is treated as an 
inflow, but the cost of repayment (principal and 
interest) also needs to be taken into account and is 
treated as an outflow.

In conclusion farmer Bill should be confident that 
introducing  beans into the farming system is 
profitable and by taking a loan would also be 
financially feasible. 

The final decision rests with him.
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Example of a complete cash flow budget



Module 4 253

Session 4.9
Records

Learning outcomes:
Understand the purpose and importance of 

keeping records on the farm
Understand and apply some basic farm 

records
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Records

In this session you will learn about records. Most of the
farm management tools learned in module 4 depend on
reliable and accurate data and information.

Farmers who keep good records of farm activities will
be in a much better position to make farm management
tools work for them. 
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Keeping farm records

As learned in Module 3, information is an essential 
part of farm management. 

In order for farmers to be able to use any of the 
farm management tools they will need information 
about their farm. They will want to examine their 
farm’s performance over a number of years.

Without some means of recording data and 
information, farmers will find it difficult to analyse 
their farm and to plan for improvements.
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What is record-keeping and what are farm 
records?

Record keeping is a process by which data is 
systematically collected, organized and stored.

Farm records are the means of storing data and 
information so that it can be recalled and used at 
some later date.

Each of these types of records helps the farmer 
remember what has happened on the farm and within 
the business.

Farm records may also include off-farm information 
about things like market prices, input prices, and 
market demands
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Why keep records? The value of keeping 
records

The farmer can use the data and information from farm
records to:

Measure the production performance of the farm

Measure the financial performance of the farm

Examine the farm business

Plan the farm business
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Why keep records? The value of keeping 
records

Without good records, a farmer must rely on memory 
for making decisions.

Having a workable system for recording and 
retrieving data and information will make it much 
easier to improve the profitability of the farm.

The farmer will need to record, keep and be able to 
retrieve data about production, marketing, 
processing,  household consumption and expenses.
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Why keep records? The value of keeping 
records

Farm records also provide useful information for you 
to help farmers increase farm profits, adjust farm 
practices, select enterprises, determine the best use 
of available resources, obtain credit and formulate 
production plans.

Many extension workers only keep approximate 
figures for the area they are working, but it is much 
better if each farmer has accurate farm records of 
what has happened.
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Why keep records? The value of keeping 
records

Records are important management tools that enable  
you and farmers to:

Provide them with a history of what has happened on     
the farm between seasons and years

Asses the physical and financial performance of an    
enterprise or the  whole farm business

Assess how a farm is progressing over a given period

Establish a basis for budgeting and planning changes in the  
farm business
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Why keep records? The value of keeping 
records

Tell farmers how much they are earning

Facilitate advisory services to farmers  wishing to borrow 
money for investment, sales and marketing of produce

It allows the farmer to adhere to legal responsibilities on the 
farm

Apart from its potential use in farm management decision-
making, farm records are sometimes used to formulate 

national policies, programme and action plans
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Why farmers do not keep records

In many cases in Africa record keeping is not well 
developed among farmers. 

This is in part due to the low levels of education, 
literacy and numeracy. 

Very few farmers keep records and know how to use 
the information collected.
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Why farmers do not keep records

Reasons Suggested solutions

Cannot read and write Use pictorial illustrations
Get help from children/literate neighbours

Forgetting to record Making frequent contacts to remind them to record

Discouraged by low yields Encouraging farmer and rural entrepreneur to farmer and rural entrepreneur learning

Procrastinating recordings Encouraging them by examples from like farms

Tiredness after the day’s work Advise to carry record book along and make use of children

No safe place to keep record books Create a simple, secure place
Explain importance of record books to children and other family members

Don’t have record book to record in Help develop simple records
Ask government, NGO, coop, etc. to assist farmer and rural entrepreneurs with record 
books.

Farmer and rural entrepreneur’s spouse or children market without 
recording

Demonstrate to them the importance of recording sales

Lack of reasons why records need to be kept Take time to explain reasons to farmer and rural entrepreneurs

Laziness and lack of encouragement by neighbouring farmer and rural 
entrepreneurs

Encouragements and invitation to group discussions and meetings.

Not recording home consumption, gifts, donations and ceremonial 
usage

Extending the importance of recording home consumption and gifts
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Types of records

Record-keeping can be kept simple and need not take 
up much of the farmer’s time. 

There are many simple methods that have been 
devised for farmers to keep records even though 
they may not be literate. 

It does require self-discipline and commitment to fill 
them in regularly. 
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Types of records

Various types of farm records can be introduced for 
literate, semi-literate and illiterate farmers.

Farm records require self-discipline and commitment 
to fill them in regularly. 

So farmers have to be motivated by a desire to 
improve their level of income.
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Physical records

These serve the daily needs of farmers in managing 
their operations and are designed to control specific 
activities.

The records cover the main farm enterprises: crop, 
livestock, fisheries and household based food 
processing.
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Physical records

Records are used to produce specific kinds
of information.

Production records could be divided according to   
the main input;

Crop inputs

Livestock inputs

Fisheries inputs

Processing inputs
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Physical records

Physical records show the quantities of the inputs 
used and outputs obtained.

They also indicate the timing and methods of 
operation.
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Physical records

The farm map

Production records

Labour records

Machinery and equipment records

Livestock/poultry records

Marketing records
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Financial records

Financial records are used to evaluate the financial 
performance of an individual enterprise or of the 
whole farm.

Financial records help the farmer to know how well 
individual enterprises perform and contribute to 
overall farm profit at the end of the season or 
production cycle.

Financial records include the main cash transactions 
on the farm: sales, purchases and money borrowed as 
expressed in the cash flow and gross margin 
calculations. 
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Financial records

Financial records are kept in the form of accounts of 
what the farmer spends and receives.

Purchases and expenses can be recorded on one page.

Sales and receipts can be recorded on another.



Module 4 272

Simple account book

Purchases and expenses

Date Detail $ $ Detail Date

Sales and receipts
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Home consumption, income and expenditure

Records can also be kept of home consumption, of 
other non-farm sources of income, and of 
expenditure.

If the farmer uses a large part of the production to 
feed the family it should also be recorded.

This part of production does not appear as sales in the 
account book, but it has value.
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Home consumption, income and expenditure

The value of the crop includes not only what is sold, 
but also what is consumed by the farmer and his 
family.

Keeping a record of farm products consumed 
acknowledges the value of that production. 

It also ensures the farmer has an accurate record of 
production from the farm. This will help determine 
the true profitability of the farm.
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Example; Information recording

Date Detail $ Comments

Jan-01 6 eggs 2.50

Jan-15 2 kg Spinach 1.00
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Home consumption, income and expenditure

At the end of the year the farmer adds up the total 
value of home consumption.

The value is added to the farmer’s total receipts to 
give the value of total production of the farm.

The value of sales plus the value of home 
consumption, less total expenses provides an 
assessment of farm profit.



Module 4 277

Home consumption, income and expenditure

Another record could cover household non-farm 
income sources and expenditures. 

This will help the farmer to understand the role of 
the household cash flow on the farm.
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Example record of household non-farm income 
sources and expenditures.

Income 
sources

Date Item of Income Amount $

Expenditure

Date Item of Expenditure Amount $
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Records for non-literate farmers

It is possible to help farmers keep records without 
having to be literate or numerate.

For example columns can be allocated to the local 
denominations of money and amounts taken or spent 
on certain items can be recorded by making a mark in 
the relevant column.
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Records for non-literate farmers
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Principles of record keeping

Accurate and complete and filled in as soon as possible after the 
operation

Neat and written clearly

Complete by not leaving out any information

Be simple in design, easy to keep and retrieve

Easy to analyze  

Appropriate
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Principles of record keeping

Care should be made that only the really vital 
information required by the farmer is collected 
through record keeping.

The whole purpose of record keeping is to improve the 
standard of farm management. 
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Principles of record keeping

There is no value in spending time on records and 
calculations of profit and production in individual 
enterprises, if no use is made of them. 

All of the results should be compared with some 
standards as discussed.
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Module 4 :Review

• Do you believe that the overall purpose of the module 
has been achieved ?

• You should have a good understanding and basic skills 
to apply a set of farm management tools: 

• Constraints and opportunities analysis, Gross margin 
budgeting, Marketing margins, Break–even budgets, 
Sensitivity analysis, Planning for food requirements, 
Labour planning, Cash flow, Records.
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Module 5 
PARTICPATORY APPROACHES

Session 5.1: Overview of participatory methods and tools
Session 5.2: Use of methods
Session 5.3: Symbol-based methods and calculations
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Participatory approaches

This module consists of participatory methods and
tools to complement the farm management tools
covered in module 4 .

You will explore symbol-based methods to assist
farmers in making better farm management decisions.

The participatory methods and tools can be applied to
the teaching and application of farm management
particularly among farmers with limited literacy and
numeracy skills. 
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Session 5.1:
Overview of participatory methods and 

tools

Learning outcomes:
Understand different ways of collecting 

data using participatory methods
Acquire the ability to choose between  

methods
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Overview of participatory methods and tools

In this first session you will learn about participatory 
methods for data collection and analysis and the role 
they have in farm management extension. 

You will be also given guidance on how to choose 
appropriate methods.

The session ends with a reflection on their 
advantages and disadvantages.
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Overview of participatory methods and tools

Participatory approaches are essentially tools used to 
facilitate participation by a wide range of 
stakeholders.

They are used to help people work with data and 
information.

They can be used to collect, analyse and share data 
and information.
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Overview of participatory methods and tools

Some participatory methods can also be conducted  
using symbols to represent numbers and words. 

This is especially helpful when participants are semi-
literate or speak different languages.
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Importance of participatory methods

There are a number of participatory methods that are 
used in farm management, so that farmers are able to 
realise and analyse their problems in input 
procurement, production and marketing.

An individual or group approach can be applied in using 
these methods.
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Rapid Rural Appraisal (RRA)

A small team is involved in conducting a rapid 
appraisal of the agricultural setting that might 
include identifying constraints and opportunities in 
farming.

RRA consists of a series of techniques for ‘quick and 
dirty’ research that generate results of less apparent 
precision, but of greater evidential value. 
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Participatory Rural Appraisal (PRA)

Similar to RRA, but with greater participation of local 
farmers.

PRA is a way of learning from and with farmers to 
investigate, analyse and evaluate constraints and 
opportunities and to make informed and timely 
decisions.
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Participatory Rural Appraisal (PRA)

PRA can be used for example to obtain information 
about the villages, assess production potential and 
conduct economic feasibility and social acceptability 
studies of particular technologies.

Monitoring and evaluation of specific project 
activities can also be done in a timely and focused 
manner.
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Participatory Rural Appraisal (PRA)
The most commonly used primary data collection 
techniques are:

Group interview techniques

Focus group interviews

Key informant surveys

Observation ( See session 5.2)

Transect walk ( See session 5.2) 

Seasonal calendars ( See session 5.2) 

Venn diagrams ( See session 5.2) 
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Group interview techniques

Group interviews are useful for tapping the collective 
knowledge or memory of groups of farmers or the 
community.

Controversial issues or issues which are not very 
clear could be used as topics or themes for group 
interviews.

You do not need to formulate questions or 
statements, but should have a clear idea of the issue 
that they would like to discuss and be able to guide 
and direct the discussion. This needs some special 
skills.
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Group interview techniques

Farmers should be encouraged to talk openly about 
the issue under discussion.

It is best to orient the discussion about what most 
people in the group/community do instead of what 
individuals do.

The aim is often to gain consensus of issues under 
discussion but you should be mindful of the social 
dynamics of the group. 
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Focus group interview/discussion

Focus group interview is another form of group 
interview addressing a specific topic/ issue 
confronting the group.

Typically some 6-8 people discuss a particular topic in 
detail under the guidance of a facilitator.
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Focus group interview/discussion

When the ideas and opinions are needed at field level 
about a specific problem or intervention, then a focus 
group interview is the most appropriate technique to 
use.

This type of discussion may reveal the perspective, 
attitude, understanding and reactions of farmers.

To get the maximum benefit, the group interview is 
cost effective, can be carried out quickly and can 
obtain a wide range of information.
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Key informant interviews

This is a process of data collection from interviews 
with selected and knowledgeable persons.

Key-informants are not only people with a high status; 
they may also be  farmers with specific knowledge 
about a particular type of farming.
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Key informant interviews

Visiting key-informants and local organizations is not 
only useful to gather information, it also provides an 
excellent opportunity for awareness raising and to 
build relationships for cooperation.
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Possible key-informants and their knowledge base

Key Informant Knowledge Base

Extension/Development 
workers

General farming situation, macro- and micro level 
constraints

Research workers Potentials, opportunities

Village elders Historic developments, tradition, consensus, etc.

Priests/Religious leaders Beliefs, taboos, religious obligations

Women Gender issues, decision-making, family

Local businessmen, merchants Marketing channels, banking, loan prices, trade 
regulations, transport

Women farmers Socio-religion-cultural and economic; them as producers

Progressive farmers Development opportunities, adoption of new prerequisites 
for adoption

Staff of development 
projects or agencies

Local experience

Managers of processing, 
commodity delivery schedules

Demand projections, pricing, quality issues, systems, 
marketing boards, etc.
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Additional participatory methods and tools

A number of methods can be used to engage farmers 
with input, production and marketing data and 
information.

Some methods are more specific and accurate, some 
are more general and some focus on particular types 
of information while others include a wide range of 
information.
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Method Type of data to be collected

Calendars •Production/productivity of different crops
•Labour/food availability
•Amount and/or cost of inputs
•Farm income changes over time and expenditures 
•Rainfall patterns
•Use of certain products in the community over time
•Crop/livestock/ human diseases
•Prices, marketing
•Migration

Transects •Details about the environmental, economic and social resources in 
the locality.
•Location of pests, soil erosion, resource use
•Problems of different zones

Maps/Mapping •Location, size and production problems 
•Social/physical structure of the farmers
•Resource allocation within the farm/variations in resource access

Trend lines •Farmer perception of change in the local environmental, economic, 
social and institutional patterns.
•Price/market changes over time or product use over time (changes
over time)
•Migration, yields

Venn diagrams •Perceptions on importance of local groups and institutions
•Clarifying decision-making roles and identifying potential conflicts 
between different socio-economic groups
•Identifying linkages between different and among different groups

Semi-structured 
for group 
interviews/ 
discussions

•Collect production data or production practices
•Input supply (sources, prices)
•Collect data on off-farm,  on-farm demonstrations
•Marketing systems

Direct 
observation

•Cross-checking data obtained through interviews
•Resource use
•Marketing:-packaging, marketing outlets

Flow diagrams •Flow of commodities and cash in a marketing system
•Production cycle for a major commodity
•Effects of major changes or innovations

Participatory 
2020theatre or 
drama

•Main changes in relative values and use of natural resources
•Changes in social relations (i.e. gender roles in decision making)
•Marketing systems or linkages

Participatory methods 
and tools
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Choosing a method

Different participatory approaches can be used for 
collecting, analysing and sharing data and information. 

The method used should be determined by:
(i) The purpose of the exercise; 

(ii) Use 
(iii) Availability of resources: money, people, vehicles, etc.

In many cases, combinations of these methods would 
be used to generate the information that farmers 
require.
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Choosing a method

Choosing a method that is appropriate and feasible 
depends on a number of factors:

What needs to be accomplished?

Do you need quantitative or qualitative information?

What context and medium would be most appropriate?

Suitability of the method
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What needs to be accomplished?

What do you need to do: asses, register, compile, 
anaylse or disseminate information ?
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Do you need quantitative or qualitative 
information?

Quantitative methods are useful when you require 
numeric information such as ‘how much, how many, the 
frequency of...’

Qualitative methods are more appropriate when you 
want to understand attitudes, opinions, experiences 
and priorities.
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What context and medium would be most 
appropriate?

Choices include written, oral, visual and dramatic.

The choice depends on how the people involved prefer 
to communicate, how they are able to communicate, 
and on their level of literacy and numeracy.



Module 5 26

Suitability of the method

The method you choose must produce the information 
you want. 

There is no point selecting a method simply because it 
is fun or easy for the farmers to do.

Whatever method you choose, it must be able to 
produce the kind of information being sought and the 
information it produces must be reliable.
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Who collects the data?

Data can be collected by any number of stakeholders.

Farmers and other participants should be encouraged 
to record data and information generated by these 
methods.

A detailed recording of the process is critical. 

Often a great deal of information is lost because of 
failure to take good notes and relying too much on the 
products of the chosen methods (for example a 
diagram or a map).



Module 5 28

Who collects the data?

In the process of collecting the data you must assess 
the quality of information. To do this you must 
carefully listen, observe, probe and judge. 

As data is developed, it is important to regularly 
review the process and assess information. It is 
important to leave the farmers to conduct the 
participatory methods without much interruption. 



Module 5 29

Who collects the data?

You should guide them, but must be objective in 
guiding the process and as well as in collecting, 
analysing, or sharing the data.

You should encourage farmers to keep or take record 
of the process.
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Who uses the data?

Farmers

Other community members

Local institutions 

Government services staff, research or donor organizations 
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Advantages 
of participatory methods

Data can be easily validated with the farmer groups.

The methods enhance farmer-to-farmer 
dissemination of farm management technologies.

Methods enhance understanding of local situations.

The process encourages participation and learning 
among the participants, encourages a two-way process 
of exploration, questioning and learning.
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Advantages 
of participatory methods

Information can be collected from literate and 
illiterate people.

Methods are simple to use, relying mostly on oral and 
visual techniques.
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Advantages 
of participatory methods

The methods facilitate making full use of local 
knowledge and experience, limiting the imposition of 
outsiders’ preconceptions on local conditions.

Local people are given the opportunity to describe 
how they do things, what they know and what they 
want.
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Disadvantages 
of participatory methods

It is very easy to go off-track and collect 
unnecessary data.

It is a time consuming process.

Quantification of data can be difficult with some of 
the methods.

It is not always the case that the participatory 
process leads to consensus; it may, in fact, expose 
deep differences and conflict among various groups.
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Session 5.2: 
Use of methods and tools

Learning outcomes:
Understand and be able to apply a selection 

of participatory methods
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Use of methods and tools

In this session you will explore a range of participatory
methods that can assist you in more effectively applying
farm management tools, covered in module 4.
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Participatory methods and tools

The only way to learn participatory methods is to 
practice them:

Seasonal calendars 
Transect walks 
Venn diagrams 

Trend lines 
Flow diagrams 

Participatory theatre 
Maps and mapping

Semi-structured interviews 
Observation 
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Seasonal calendar
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Transect walk
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Venn diagram
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Trend line
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Flow diagram
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Map and mapping
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Session 5.3: 
Symbol-based methods and calculations

Learning outcomes:
Understand and apply symbol-based 

methods and calculations
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Symbol-based methods and calculations

In this session you will learn about symbol-based
communication and the role it can play in extension,
particularly among semi-literate and semi-numerate
farmers.

The methods will include gross margins, food
requirements and labour planning.

With this basic practice, you should be able to apply
symbol-based communication to other tools, such as
break-even and cash flow.
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Symbol-based methods and calculations

Farm management tools can be divided into two groups:

Complex calculations
Gross margin budgets
Marketing  margins

Break-even
Sensitivity analysis

Cash flow

Simple calculations
Food requirement
Labour planning
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Symbol-based methods and calculations

Each of the tools can be conducted using both 
numeric and symbol-based methods. 

The basic principle for symbol-based calculations 
applies to both groups: that is, numbers are replaced 
with symbols.

When applying this method with farmers, you will 
have to decide how to create the symbols.
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Symbol-based methods and calculations

If calculations are done in a room where paper and 
pens are available, then it is possible to draw symbols.

If they are done in the field, it may be necessary to 
create symbols with rocks, beans, sticks.

In either case, the first step is to create a matrix or 
framework that represents the farm management 
tool. 

The next slides show an example of a symbol-based 
labour plan.
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Module 5 : Review

• Do you believe that the overall purpose of the module 
has been achieved ?

• You should have an understanding and skills to apply 
participatory methods and symbol-based tools in 
support of market-oriented farming.
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Module 6 
PLANNING

Session 6.1 The planning process
Session 6.2 Farm performance analysis
Session 6.3 Planning for the market
Session 6.4 The farm plan
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Planning

Market-oriented farming begins by determining what
buyers want, in what form and when they want it. This
module looks at what you need to know about the planning
process, farm performance and the market. This will
enable you to support farmers in preparing farm plans,
increase profitability and income.
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Planning

Note

This module is designed to give you an opportunity to 
practise a selection of tools and skills you have 
learned during the course of this programme.

Effectively you will conduct an in-depth plan of a 5 
hectare farm.
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Session 6.1 
The planning process

Learning outcomes:
Understand the planning process and the 

planning cycle
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The planning process

In this session you will look at the process of farm
planning. Typically farmers are concerned about the
future and they determine on their own what
enterprises to produce, but there is a role for you in
assisting farmers in making planning decisions.
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The planning process

Some of the decisions that farmers make when  
planning the enterprise and the farm for the future 
are:  

What crop should I produce and what variety or breed?  
What area of land do I need? 
How much should I produce? 
When should it be produced? 
How much labour will I need? 

Do I have enough cash to buy inputs and materials or will I 
need to get more? 
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The planning process

Planning is one of the stages in the farmer’s decision-
making process.

Some forward-looking planning decisions are 
immediate, others are more long-term.

Farmers often plan just for their next season or in 
some cases they plan for a number of years.
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The planning process

Planning means working things out before they 
happen.

Helping farmers  gain skills for better planning is a 
role for you.
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The planning process

Farmers who keep track of their past farm 
performance are in a better position to make good 
plans.

Farmers need to identify the strengths and 
weaknesses in their farming methods.

Before making a change, farmers should estimate 
what the results of that change are likely to be. 
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The planning process

It can only be an estimate of the outcome, because 
we cannot see into the future. Nevertheless it is 
important that we try to imagine the expectation. 

It would not be good management to change the farm 
system without having any idea of the possible or 
likely outcome. 

The method of estimating the results of a farming 
plan is known as budgeting.
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Budgets

Budgets are used to decide whether a proposed plan 
will effectively increase profits. 

Similarly, a farmer can use budgets to decide 
between two or more alternative enterprises and even 
to make whole farm plans.



Module 6 12

Budgets

Most farmers make some attempt at budgeting their 
farm plans, even though they may not work out their 
calculations on paper. 

Farmers need to be encouraged to develop the habit 
of making more formal budgets. 

By keeping some form of record it is less likely that 
some important information will be forgotten.
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The planning process
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Step 1: Formulate goals and objectives

This step typically begins with identification of the 
farm household goals and a listing of the priorities to 
the farmer and family.

This may simply consist of a single goal; maximization 
of profit or competing goals; increased profit and 
leisure.

The goals reflect the farm-family preferences.
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Step 1: Formulate goals and objectives

Some basic questions for the farmer to ask might 
include:

What are my family’s needs and what is the best way
to provide for them?

What are some of the things my family wants to
achieve?
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Step 2: Identify resources and assess potential

Here the farmer draws up the resources available to 
the farm family.

You can provide guidance using the information 
studied in Module 2 of this programme.
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Step 2: Identify resources and assess potential

In addition to a list of resources, the farmer should 
be encouraged to make a map of the farm. 

The map should show the current crops and record 
the soil types and conditions for each plot on the 
farm. The farmer should do the same for common 
land for grazing, and forestry.
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Step 2: Identify resources and assess potential

This record of the available land will serve as a guide 
as to what crops are suitable and what area may be 
grown.

It will also suggest what yields to expect.

At this stage the farmer needs to identify problems 
related to important resources such as land.
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Step 2: Identify resources and assess potential

Farmers should also take stock of themselves as 
managers and objectively evaluate capacity and 
interest to manage certain crops and / or live-stock. 

Farmers  should identify weaknesses in management 
of the business, for example, excessive debt, high 
variable costs, depreciation and the use of labour.
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Step 2: Identify resources and assess potential

The resources available set a limit on the plans which 
are possible.

It is important that any proposed plan must fit in 
with the available land, labour and financial capital, 
and with the farmer’s ability as a manager. 

It is no good trying to make a change which requires 
more of these resources than the farmer can acquire.



Module 6 21

Step 3: Identify opportunities

A careful assessment of market and consumer 
demand is required.

The market appraisal should include an assessment of 
the demand for the product, the marketing 
arrangements and probable prices that can be 
attained, availability, cost and quality of purchased 
inputs and transportation and storage of the final 
product.
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Step 3: Identify opportunities

Even if the resource inventory shows that certain 
crop and livestock enterprises are technically 
possible, choosing an enterprise must also take into 
account market opportunities.
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Step 3: Identify opportunities

For many farmers the decision on what enterprises to 
include in a farm plan is based on personal experience 
and preference, together with considerations of 
comparative advantages of the different activities. 

Some ideas and suggestions for activities can come 
from discussions held with family members, other 
farmers or with you, all of which could provide 
important sources of new information.
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Step 3: Identify opportunities

The range of potential opportunities identified and 
evaluated could be broad and would need to be 
reduced through a process of ‘short listing’ or 
shortening the list to include the most likely 
opportunities.
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Step 4 : Estimate gross margins and  choose 
enterprises

Estimates are made of the income and variable costs 
for each of the possible alternative plans.

These estimates are used to calculate gross margins.

Based on the gross margins and other factors, the 
most profitable and viable enterprises should be 
selected.
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Step 4 : Estimate gross margins and  choose 
enterprises

Note
The gross income is made by multiplying the farm gate price with
yield.

By looking at the market as the final destination of produce, it is 
important to take into account what we have called the 
marketing margin.

By taking the market price and deducting the costs, such as 
transport or handling, the farmer can arrive at the farmgate
price.
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Step 4 : Estimate gross margins and  choose 
enterprises

Note

The gross margin for each potential enterprise should be calculated on 
a per unit basis (hectare, person-day). 

The gross margins should be prepared on the basis of the most limiting 
resource. 

If land is limited, the enterprises giving the highest gross margin per 
hectare would be best.

If labour is limiting, the enterprises giving the highest gross margin per 
person-day would be the best. 

If capital is identified as the limiting resource the plan giving the 
highest gross margin per $100 of capital would be the best.
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Step 4 : Estimate gross margins and  choose 
enterprises

Usually a farm plan is for one year, and costs related 
to land, family labour, and machinery are considered 
fixed.

Therefore, in the short-run, maximizing gross margin 
is similar to maximizing profit (or minimizing losses) 
because the fixed costs are constant.



Module 6 29

Step 5: Prepare whole farm budget and action 
plan

After the enterprise profitability is calculated, 
comparisons of profitability between alternative 
business ideas can be made.

Some farmers may even prepare different farm plans 
to analyse the best options and combinations of 
enterprises.
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Step 5: Prepare whole farm budget and action 
plan

A whole farm budget checks the effect of changes in 
the cropping pattern and the introduction of new 
enterprises on the economic viability of the entire 
farm.

The gross margin for each enterprise will help the 
farmer make sure there is a match between amount 
of physical resources available to the farmer and the 
decisions taken as to the most viable enterprise for 
each land parcel on the farm.
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Step 5: Prepare whole farm budget and action 
plan

The decision would require that there is agreement 
among the following aspects:

The physical characteristics of the resource base

Market opportunities

Use of other resources (labour and capital) available to the farmer

Individual preferences of the farm family
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Step 5: Prepare whole farm budget and action 
plan

This often involves a process of trial and error. 

Once the enterprise combination has been selected, 
the farmer then assesses the overall gross margin 
and whole farm net income. 

The latter would require the preparation of an 
inventory of the fixed asset costs. 

The difference between the overall gross margin and 
the fixed costs provides an estimate of whole farm 
net income.
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Step 5: Prepare whole farm budget and action 
plan

An action plan is then prepared taking into account 
physical and financial aspects of the plan. 

The plan could include an assessment of;

Land suitability
Enterprise selection 

Planned crop rotations 
A calendar of operations 

Schedules of supplies required 
An assessment of farm investments

Labour profiles 
Cash flow projections 
Enterprise budgets
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Step 5: Prepare whole farm budget and action 
plan

One of the simplest ways to do this is with a seasonal 
calendar. This will give the farmer a visual picture of 
the plan, showing when inputs, labour and finance are 
needed, and when various activities need to take 
place.
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Step 5: Prepare whole farm budget and action 
plan

For a new farm, or a large-scale change in an existing 
farm system, a complete budget is necessary. 

For smaller changes in the farm system only variable 
costs are affected and a partial budget may be a 
sufficient guide.
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Step 6: Implement, review and reflect; putting 
the plan into action

Once the best plan for the farm has been selected, it  
has to be put into operation.

If tree crops and livestock are included in the plan, 
this may take a long time, since these enterprises do 
not reach full production for several years. 

If the farmer introduces new enterprises, farmers 
have to learn new skills and working methods to 
manage the enterprise effectively.
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Step 6: Implement, review and reflect; putting 
the plan into action

Once the new plan is fully established it should run 
smoothly without too many management problems.

The period during which the plan is put into operation 
is usually the most difficult and requires very careful 
management.
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Step 6: Implement, review and reflect; review 
and reflection

While the plan is being implemented and after it has 
been fully implemented, farmers will need to reflect 
on;

The outcomes of the plan

Evaluate it in terms of the goals set at the beginning of the planning 
process.

To what degree did the plan meet those objectives?

What adjustments can be made to correct new-found weaknesses or to 
build on new-found strengths and opportunities?
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Session 6.2 
Farm performance analysis

Learning outcomes:
Understand the purpose of performance 

analysis and its potential value in extension
Understand how to do a performance 

analysis
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Farm performance analysis

In this session, you will focus on the concept of
benchmarking; you will first identify a benchmark farm
in your area and then you will practice analysing
performance variations to highlight problems and
possible solutions. 
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What is farm performance analysis?

Farm performance analysis is a way to assess how 
farms and their enterprises are performing in 
comparison with other farms in the vicinity.

Comparative analysis is an analysis of past results, but 
it gives useful guidelines for the future.

The analysis will help farmers understand where 
weaknesses occur in their farms and identify ways of 
addressing them through better planning for profits.
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What is farm performance analysis?

Many factors affect the performance of the farm 
and the individual enterprises; level of production, 
productivity, input costs and product prices as well as 
the management skills and ability of the farmer. 

In order to assess these factors it is often useful to 
divide the farm into its separate enterprises and to 
compare each one both separately and in combination.



Module 6 43

What is farm performance analysis?

Farm performance can be carried out through three 
methods:

1. Comparing the performance of enterprises on a single farm over 
time

2. Comparing the performance of groups of farms
3. Comparing the performance of a farm with a more successful 

farm

The tools of constraints analysis and gross margin 
analysis can be used for the analysis.
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Benchmarking

Farm performance analysis through making farm 
comparisons is based on the idea of benchmarking.

Benchmarking is a practice of identifying those 
farmers who are the best at doing something and 
understanding how they do it in order to learn from 
them and improve farm performance.

Their performance is set as a standard or benchmark 
for other farmers.
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Benchmarking

Benchmarking involves studying the actual 
performance of the selected farm and comparing 
other farms of similar size and farming system for 
detailed financial and technical analysis. 

The intention is to identify strengths and weaknesses 
and steps to improve the performance of the 
individual enterprise or the farm as a whole.



Module 6 46

Benchmarking

You need to be able to calculate benchmarks for both 
average and better-managed farms.

There are several alternatives available for setting 
performance standards or benchmarks. 



Module 6 47

Benchmarking

Generally, benchmarks for farms are made up by 
averaging the actual performance data from a large 
group of farms. 

The high profit benchmarks are typically derived by 
selecting the one-third of the farms in that large 
group that are the most profitable and averaging the 
performance measures from those farms.

Benchmarking can also be conducted by comparing 
individual farms.
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How is a performance analysis carried out?

The approach taken shows the basic steps of 
comparative farm performance analysis. 

This analysis is conducted by you in collaboration with 
farmers. 

The results of the analysis can be used as a useful 
extension tool for dissemination of feedback 
information to farmers.
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How is a performance analysis carried out?
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Step 1. Group farmers according to farming 
system

Look for a common factor upon which farmers can 
be grouped. This should be a factor that is relevant 
to the group of farmers with whom you work. This 
might be land size, agro-ecological zone, or 
technological package.
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Step 2. Select farm enterprise performance 
measures

Select the farm enterprise that you want to study 
and identify key performance indicators that reflect 
farm performance.
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Step 2. Select farm enterprise performance 
measures

• Market related 
measures

• Final market price achieved
• Quality of harvested produce
• Marketing costs
• Prices attained after taking 

into account marketing costs

• Output–input related 
measures

• Yield per hectare
• Cost per tonne of packaging
• Milk produced per kilogram 

of feed
• Cost of hired labour
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Step 2. Select farm enterprise performance 
measures

A decision should be taken whether to use the overall 
indicator of gross margin per hectare, per person-day 
or per $100 of capital. 

The indicator should be the most limiting factor. This 
is to make sure the farms are compared on the same 
basis.
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Step 3. Identify successful farmers as 
benchmarks for comparative analysis

Identify which of the farmers are performing well 
and who can be used to set the benchmark for 
performance. 
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Step 4. Compare farm performance against the 
benchmark

Once the performance measures are established, 
data about the farm(s) to be compared needs to be 
collected. Such data should come from farm records. 
If these are not available, then the farmer’s memory 
will have to suffice.

When the data is available, use appropriate tools to 
analyze the farm in terms of the key performance 
measures. 
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Step 4. Compare farm performance against the 
benchmark

This stage requires making comparisons of the 
performance of the farm with the benchmark, 
including such factors as:

Overall profitability of the farm
Gross margin performance of the enterprises

Yields and selling prices
Quantities of variable inputs used

Total fixed costs
Various physical and financial performance measures identified as 

relevant to the farm or to the group of farms
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Step 5. Identify the cause and effects of the 
performance difference

Using tools like constraints analysis, you can assist 
farmers to identify what is causing the difference 
between their farms’ performance and the 
benchmark.
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Step 6. Develop and implement changes

Work should now be done to develop changes in the 
farm that can be implemented. This would include 
looking at all aspects of the farm in terms of the 
decision-making boundary. 

Farmers should look at changes in  input, production 
and marketing which are relevant to the root cause of 
the performance difference.
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Example; performance analysis

Three farm situations show low productivity, low 
intensity and high fixed costs. 

The farmers have 5 ha each on which they produce 
rice, coffee, beans and maize. They have recently 
learned that the benchmark whole farm gross income 
for a similar farm is $613. 
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Example; performance analysis

When they discussed this situation with their 
extension officer, the extension officer used the 
gross margin tool to analyse the performance of their 
farms. 

The extension officer created a benchmark based on 
knowledge of the best performing farmers in similar 
situations. Then the three farms were compared to 
the benchmark. 
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Example; performance analysis

The results were as follows :

Benchmark Farmer 1 Farmer 2 Farmer 3

Profit 613 224 526 513

Cause Low Productivity Low Intensity High Fixed Costs
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Example; performance analysis

The details of the gross margin analysis

Enterprise Benchmark Low Productivity ( Farmer 1) Low Intensity ( Farmer 2) High Fixed Costs ( Farmer 3) 

Rice 2.5 ha  x  $220/ha  
= $550

2.5 ha   x  $110/ha
= $275

3.0 ha  x   $180/ha    
=$540 

2.5 ha  x $220/ha
=$550

Coffee 0.8 ha  x  $350/ha
= $280

0.8 ha  x  $300/ha
= $240

0.8 ha  x  $300/ha
= $240

0.8 ha   x  $350/ha
= $280

Bean 0.5 ha  x $170/ha
= $  85

0.5 ha  x   $70/ha
= $  35

0.5 ha  x  $150/ha
= $   75

0.5 ha   x  $170/ha
= $  85

Maize 1.2 ha  x $40/ha
= $  48

1.2 ha  x 20/ha
= $   24

0.7 ha  x  $30/ha
= $   21

1.2 ha  x  $40/ha
= $   48

Gross 
Margin

5.0ha
= $963

5.0 ha
= $574

5.0 ha
= $876

5.0 ha
=  $963

Fixed Costs 5.0 ha   x  $ 70/ha
= $350

5.0 ha  x  $70/ha
= $350

5.0 ha  x  70/ha
= $350

5.0 ha  x $90/ha
= $450

Profit = $613 = $224 = $526 = $513
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Example; performance analysis

The extension officer then did a constraints analysis 
which examined the root cause of low profits 
compared to the benchmark. 

The results were as follows:
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Example; performance analysis

Farmer 1:
Here it was found that the yields of rice, beans and 
maize (and to a lesser extent coffee) were lower than 
the benchmark. The cause of low yields; poor soil 
fertility, pests, etc. 

This resulted in a low gross margin which resulted in 
low profits.
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Example; performance analysis

Farmer 2: 
Here it was also found that the yields of rice, beans 
and maize (and to a lesser extent coffee) were lower 
than the benchmark. The cause was more the farming 
system including technology choices, production 
systems, etc. 

This resulted in a low gross margin which resulted in 
low profits.
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Example; performance analysis

Farmer 3: 
Here it was found that yields were comparable to the 
benchmark, but that fixed costs were much higher 
than the benchmark. 

This resulted in the eroding of a sound gross margin 
resulting in low profits.
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Example; performance analysis

The analysis gave a number of possible strategies;

Cause of low profits Possible action

Low productivity ( Farmer 1) Increase crop yields by improving soil fertility, addressing problems of 
drainage, reducing the incidence of crop diseases

Try to get better market prices by using better harvest and post-harvest 
handling 

Low intensity  ( Farmer 2) Introduce new technologies and improved farm practices aimed at 
intensifying the farming system

Introduce new rural enterprises as part of a diversification process aimed 
at increasing on-farm income

High fixed costs ( Farmer 3) Reduce fixed costs through better management
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Example; performance analysis

Very often the problems of a farm may have more 
than a single cause in which case a combination of 
solutions may be needed.

There should be a realistic relationship between the 
gross margin and fixed costs. 
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Example; performance analysis

High fixed costs associated with labour, machinery, 
rent of land should be matched by intensive farming 
(a high gross margin). 

Farming with low intensity systems i.e. a low gross 
margin, can only increase their profits if they lower 
their fixed costs. 

The results of the gross margin calculations of 
enterprises from different farms need to be 
compared very carefully; the gross margin only covers 
the variable costs from total costs.
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Example; performance analysis

It should be noted that valid comparisons can only be 
made in terms of a production unit common to all of 
the farms or activities being compared.

This unit can be land area, if the land used by each 
enterprise is equally suitable.

It could also be per unit of labour per $100 of capital 
invested, or per head of livestock.
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Session 6.3 
Planning for the market

Learning outcomes:
Understand that the farmer can plan for 

the market
Understand how to develop a market 

strategy/plan
Understand how to identify opportunities 

for enterprise diversification



Module 6 72

Planning for the market

In this session you will work on developing a realistic
marketing plan. This will entail a visit to the market and
relative development of a marketing plan.
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Planning for the market

Marketing is the key to successful farm profit making.

Farmers can improve their skills in marketing by 
understanding how the market functions, collecting 
market information, formulating a marketing strategy 
and preparing a market plan.
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Planning for the market

Marketing can be quite complex for the individual 
farmer and it is often more useful if farmers market 
their produce as a group.

Likewise, it is often more useful for farmers to 
prepare a market plan as a group.

You can be useful in assisting farmers in formulating 
strategies and preparing a marketing plan and in 
facilitating group and individual farmer marketing.
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The essential principals of marketing

Farmers producing for the market should be in the 
position to answer six questions that marketing 
specialists pose that all begin with the letter "P“;

People
Plan

Product
Price
Place 

Promotion
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People

People need the farmer to be friendly, efficient and 
knowledgeable about the product.

Who are the people we market to?

Who buys the product? 

What are their wants and needs?

Who are the people marketing the product? 
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Plan

What is the plan for marketing?

What are the steps that need to be taken to market the product?

In what way will the farmer market the product to customers?
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Product

What is the nature of the product that will be sold in the 
market? (This includes the taste of the product and other 

characteristics that consumers prefer)

Is the product what the customer wants?

Are the quantity, packaging and size what the consumer wants? 

Is the appearance of the product appealing? Are the products 
labeled? 
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Product

Are the labels clear?

Can they be seen?

Are they attractive?

Does the product have a brand name?
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Place

Where is the marketplace?

How far is it from the farm? 

How should the produce be sold? 

What form of transport is proposed? 

What are the benefits of working with different types of 
distributors? 
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Place

How can distributors be supplied?

What are the requirements of the different distributors in terms 
of quantity, delivery and price? 

What are the costs involved in the different distribution options?
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Price

What price or how much is the farmer going to charge for their 
products?

Is the farmer a ‘price taker’ or  a price maker? 

Who are the main competitors? 

What are the prices that they sell for?
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Price

How are competitors likely to respond with respect to price if a
new product is introduced to the market? 

What are the price variations that exist between consumers in 
different locations? 

How can I take advantage of these differences?
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Promotion

How can I promote my product?

How can I inform people about my product? 

Do I need to advertise?

Can I afford to do so by myself? 
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Promotion

What other ways can I promote the product?

How much will it cost me if I promote them? 

How should I set my price?
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What do most customers really want?

Quality
Low price
Uniformity of produce
Sufficient quantity
Consistency
Freshness
Nutritious food
Health promoting food
Attractive products
Good taste

No pest damage
Good packaging
A wide selection
Good labeling
Knowledge of who produced it
Receiving the produce on time
Clean produce
Accessible produce
A list of ingredients
Instructions on how to prepare it.
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The marketing plan

The purpose of the marketing plan is to identify 
customers and competitors and outline a strategy for 
attracting and keeping customers.

This takes careful planning and a good understanding 
of the market in order to develop a strategy that 
ensures success.
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The marketing plan

A marketing plan for a product or group of similar 
type products should answer the following questions:

Who is the customer?

What does the customer want?

Is this product in demand?

How many competitors are providing the same product?

How can demand for the product be created?

Can the farmer effectively compete in price, quality and delivery?
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The marketing plan

A good marketing plan begins with thorough 
knowledge  of the products to be produced and of 
potential customers.

Knowing who buys and why, are the first steps in 
understanding how best to sell.

A marketing plan should cover the following topics:
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The current market situation

The general background on the market in which the 
product will be sold.

It begins with a general idea of who the buyers are 
and what they want followed by anything else that 
describes the market in which the products would be 
sold (e.g. existing supplies, packaging preferences, 
etc.).
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Constraints and opportunities analysis

Based on an assessment of the market opportunities, 
the farmer identifies the opportunities and 
constraints that the farmer faces and realistically 
evaluates the farm’s internal strengths and 
weaknesses of dealing with the market situation.
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The marketing strategy

Based on the analysis carried out above, the farmer  
draws up a plan to address the marketing objectives 
of the farm.

The strategy should include a clear definition of 
consumers, customer needs and the prices attained 
for produce sold.
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The marketing strategy

The next slide shows a constraints, solutions, 
opportunities and actions matrix.

It is one way of assisting the farmer in analysing 
what possible strategies to formulate. 

This enables the farmer, with your help, to appraise 
rapidly whether it is worthwhile producing a farm 
enterprise, provide possible solutions to problems, 
and identify opportunities to enter a market and 
make profits.
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Example; constraints, opportunities , solutions 
and actions matrix

Constraints Opportunities

No Local market
Poor transport services Potential exists for early crop production when supplies are short

Solutions Actions

Organize a local farmers‘ market
Encourage buyers to use their own transport Encourage growing early crops and develop appropriate production techniques
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Analysis of constraints and opportunities

Solutions to marketing problems are often relatively 
simple and should not require major changes to be 
made in production or new technologies to be 
introduced. 

When the marketing plans become complex they are 
more likely to fail.
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Analysis of constraints and opportunities

In the marketing plan, the farmer looks for the right 
combination of factors that will satisfy the needs of 
consumers and increase farm profits. 

The plan, once prepared, should be assessed, to see 
whether it is realistic and likely to improve the 
overall competitiveness of the farm.
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Usefulness of the marketing plan

The marketing plan directs the farmer towards trying 
to understand what the customer wants.

Why are consumers so important? 

The answer is simple. They are, ultimately the source 
of income for the farm to cover the cost of daily 
operations, to repay debts and to make a profit.



Module 6 98

Usefulness of the marketing plan

A marketing plan is necessary for any successful 
farming activity.

Marketing offers the farmer the information that, if 
applied correctly, will allow them to generate greater 
profit.

A good marketing plan may boost sales and increase 
profit margins.
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Usefulness of the marketing plan

The farmer must be able to convince customers that 
they have the best product for them at the lowest 
possible price.

If the farmer cannot convince potential customers 
of this, then they will be wasting time and money.

This is where the marketing plan comes into play and 
why it is useful. 
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The market plan should help the farmer:

Know how much produce can be sold

Plan production and have enough to sell 

Do what is needed to make a profit

Identify competitors and what they are good at by comparison to 
other farmers 
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The market plan should help the farmer:

Identify new crops to grow

Identify new and/or potential customers

Identify weaknesses in the farmer’s  management skills

Identify weaknesses in the overall business plan
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What does a marketing plan contain?

Product information

Input supply and financing

Local marketing system

Product requirement by market

Under-utilized local resources

The farming community
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Session 6.4
The farm plan

Learning outcomes:
Understand how to prepare a farm plan
Understand the changes on the farm 
(before and after) and implications on 

resource allocation
Understand the enterprise combination and 

implications that lead to higher farm 
income

Understand the iterative process of 
planning and the need to satisfy more than 

a single objective
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The farm plan

This session is the melting pot of the entire programme;
here you have to develop a farm plan through a step-by
–step process integrating the key skills and tools
learned in this programme.
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The farm plan

Objective
To develop a farm plan which generates the   
greatest profits within the constraints of such factors 
as labour, land, access to credit, mechanization.
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The farm plan

Step 1. Resource capital analysis
Step 2. Food production
Step 3. Choosing your cash crops
Step 4. Choosing your livestock enterprise
Step 5. Testing labour availability
Step 6. Sustainability check
Step 7. Farm map
Step 8. Estimate whole farm gross income
Step 9. Estimate the whole farm net income or profit
Step 10. Household cash flow
Step 11. Written report of your farm
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Module 6:Review

• Do you believe that the overall purpose of the module 
has been achieved ?

• You should have a good understanding of the planning 
process, farm performance analysis, planning for 
market and the farm plan
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Module 7  
REVIEW, EVALUATION, 

EXAMINATION

Session 7 A  Changes in perception
Session 7 B  Reflection, consultation and action
Session 7 C  If I were facilitator
Session 7 D  Training evaluation
Session 7 E  Training examination
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Review, evaluation, examination

This is the final module of the training programme and
it is time to evaluate what has been archived. It is also
time to consider ways to implement in practice what has
been learnt. 
A number of specially designed test sequences are
provided here. Each includes a pre-test review dealing
with certain aspects of the programme followed by a
test form to be completed by you.
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Session 7 A 
Changes in perception
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Changes in perception

Now that the programme is coming to a close, it is 
important that you  verify how your perceptions have 
changed regarding farming, farm management and 
market-oriented farm management.

Has there been a change?

If, yes, what has changed and why?

If to the contrary, why not?
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Session 7 B
Reflection, consultation and action
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Reflection, consultation and action

1. What is the most important thing you have learned 
in this course?

2. How has this influenced your understanding of your 
work ?

3. Which part of this course do you want to implement 
when you return to work ?Explain why ?
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Reflection, consultation and action

4.  Implementation plan
To develop an implementation plan you will        
need to think about the following:

Goal: What will you achieve by implementing your plan? What 
is the result you are after?

Action: What are you going to do? What is it you are going to 
implement?
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Reflection, consultation and action

Measuring: How will you know you have achieved your goal?

Steps: What steps do you have to take to implement your plan? 
What resources do you need? Who might be your partners in 
this plan? When can you complete each step?

Reflection
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Session 7 C 
If I were facilitator
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If I were facilitator

A number of days have been spent in this training 
programme.

You have a unique perspective to give on the training.

What would you have done differently?
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Farm team humour!



Module 7 12

Humour Interval

Not all evaluations need to be based on serious 
aspects of the course. One of the richest forms of 
reflection is storytelling.

Teams; tell a story about the training course.
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Session 7 D 
Training evaluation
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Training evaluation

Evaluate and comment freely regarding all aspects of 
the course and then record the results for future 
use.
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Session 7 E
Training examination
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Training examination

This training programme has 
been based on the study of 
the concepts and tools 
required and the practice of 
skills relevant for market-
oriented farm management.

Now you will test your ability 
to apply the principles that 
have been covered.
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