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AGRICULTURE ECONOMICS 

Is the study of allocation of scarce 

resources such as land, labor, capital 

in an optimum way in order to 

provide maximum goods and 

services. 

Basic economic concepts. 

Scarcity. refers to a situation where 

by the resources are limited in 

supply and are therefore insufficient 

to supply all the goods and services 

needed. 

Choice. this is the act of deciding 

which resources should be allocated 

to meet production needs and satisfy 

the consumer’s needs. 

Opportunity cost. is the value of 

the best foregone alternative when 

choice is made. Opportunity cost 

does not exist when; there is no 

other alternative and when item is 

free or plentiful. 

A farmer has a piece of land on 

which he can produce Irish potatoes, 

cabbages and carrots. The yields 

and selling prices of the three crops 

are shown below. 

crop Yield(kg) Selling 

price 

(shs/kg) 
Irish 

potatoes 200 60 
Cabbages 1400 80 
carrots 1500 100 

A farmer decided to produce 

carrots. 

a) Assume the cost of 

producing any of the three 

crops is the same. 

calculate the farmers’ 

opportunity cost of 

producing carrots (show 

your working) 

Revenue from Irish potatoes 

 = 2000x60 = 120,000 

Revenue from cabbages 

=1400x80 = 112,000 

Revenue from carrots = 

1500x100 = 150,000 

The opportunity cost of 

growing carrots is 120,000 

(Irish potatoes) 

b) Give a reason for your 

answer in (b) above. 

Because this is the value of the 

second best alternative/second 

highest value crop. 

Economic Questions. When an 

entrepreneur is making decisions 

(choice) in production, he answers 

the following questions. 

 What to produce? 

 How to produce? 

 How much to produce? 

 When to produce? 

 Where to produce? 

 For whom to produce? 

Explain the factors of production 

in relation to agricultural 

production. 

These are factors that make 

production possible. 

land. Is provided by nature and it 

includes soil, vegetation, water, 

mineral and oil deposits, wild 

animals and rocks. 

labour. Refers to both physical and 

mental human efforts extended in 

production. It may be skilled, semi-

skilled or unskilled. 

labour force. is the number of 

people or workers at a given time 

who are paid wages or salaries or 

remuneration. 

State the factors that determine 

labour supply. 

 Scale of salary or wage 

paid. 

 Location of the place of 

work. 

 Level of education or skill 

required for the work. 

 Conditions at place of 

work. 

 Length of training period 

for the skill. 

 Government policy. 

 Age of the people, i.e. 

Productive age. 

 Number of hours worked 

per day. 

 Mobility of labour. 

 Health status of workers. 

 Size of the population. 

 Type of investment or 

enterprise. 

 Allowance or motivations 

available. 

Describe the types of labour 

commonly used on the farm. 

a) Family labour. This is 

labour offered by family 

members on their small 

holdings. it is in most 

cases not paid for. 

b) Hired labour. This is 

labour supplied by casual 

workers for wage. 

c) Operational labour. This 

is labour supplied by 

permanent workers on a 

farm who are either 

employed on a farm 

permanently or on 

contract for salary 

payment. 

Outline the factors that determine 

the efficiency of labour. 

 Climate. Good weather 

makes workers or people 

to work well. 

 Health of the workers. 

Healthy people work well 

and become more 

efficient. 

 Social environment. Good 

relations and motivation 

influence the quality of 

work. 

 Peace of mind. Workers 

with a peace of mind tend 

to work well. 

 Education or training 

acquired. Skilled 

manpower produces good 

quality work. 

 Good working conditions. 

 Technology leads to more 

labour efficiency. 

 Degree of specialisation. 

workers become more 
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efficient when they 

specialize in particular 

sectors.  

 Good and prompt 

payment tend to improve 

on efficiency of labour. 

 Qualities of other factors 

of production. If the 

quality of land, capital and 

management is good, 

labourers will be efficient. 

Capital. Refers to all man-made 

resources which help in production 

of the desired product. 

Describe the types of capital. 

a) Fixed/Durable capital.    

These are resources which 

are long term and once 

acquired they cannot be 

reduced or got rid of 

within a short period of 

time due to changes in 

production. E.g. Farm 

implements, farm 

machinery, farm 

buildings, fences, 

breeding animals and 

perennial crops.  

b) Working capital. This is 

capital required for daily 

running of the farm 

business such as seeds, 

fertilizers, fuel, feedstuffs, 

pesticides among others. 

They diminish with time 

in the production process 

and so they are used only 

once. 

c) Liquid capital. This is 

capital in form of cash. 

E.g. ready cash at bank, at 

hand or shares in financial 

institutions. 

Management (Entrepreneurship). 

Refers to risk taking and initiative 

by an individual called a manager or 

a group (management). 

Outline the roles of a manager at 

the farm. 

 Risk bearing i.e. Takes 

responsibility of profit or 

loss  

 Decision making. 

 Implementing investment 

decision. I.e. Starts the 

business. 

 Making innovations. 

 Combines the factors of 

production to produce 

certain goods or 

commodity 

 Plans, organizes, leads, 

controls and adjusts the 

production process. 

Qualities or skills of a good 

manager. 

A good manager should be; 

 Knowledgeable in the 

farming practices. 

 Hard working. 

 Responsible. 

 Prudent. 

 Consistent. 

 Ambitious. 

 Flexible 

DEMAND, SUPPLY AND PRICE 

THEORY 

DEMAND Refers to the quantity of 

goods and services that consumers 

are able and willing to buy at a 

particular price, time and place. 

Demand schedule. Is the 

presentation of the relationship 

between demand and price in 

tabular form. 

Demand curve. The representation 

of the demand schedule in the form 

of a graph. (draw the demand 

curve). 

The law of demand; states that the 

higher the price of a commodity, the 

lower the quantity demanded and 

vice versa.  

Factors influencing demand. 

 Price of related goods or 

services. 

 Population size and 

consumption. 

 Income level of 

consumers. 

 Taste and 

preferences of the 

consumer. 

 Price of the 

commodity 

 expectations/speculat

ion. 

 Government policy. 

 Advertisement. 

 religious and 

customary beliefs. 

 age. Certain 

commodities are 

more demanded by 

youngster than elders 

e.g. chocolate. 

 Season or festivities. 

 Quality of the 

commodity. 

Elasticity of demand. It is the 

sensitivity of demand to change in 

price. OR the degree of 

responsiveness of demand to 

changes in price. It is calculated 

using the formula below; 

ED =   
%𝑡𝑎𝑔𝑒 𝑐ℎ𝑎𝑛𝑔𝑒 𝑖𝑛 𝑞𝑢𝑎𝑛𝑡𝑖𝑡𝑦 𝑑𝑒𝑚𝑎𝑛𝑑𝑒𝑑

𝑝𝑒𝑟𝑐𝑒𝑛𝑡𝑎𝑔𝑒 𝑐ℎ𝑎𝑛𝑔𝑒 𝑖𝑛 𝑝𝑟𝑖𝑐𝑒 
 

Exercise. if the price of maize in the 

market falls from Shs 500 to Shs 

400 per kilogram and the quantity 

which is bought increases from 100 

to 130 kilograms, calculate the 

percentage change in quantity 

demanded and elasticity of demand. 

Types of elasticity of demand. 

Elastic demand. A small change in 

price brings a greater change in 

demand. Its ED is greater than one. 

luxury goods show this type of 

elasticity. 

Inelastic demand. A greater change 

in price of goods does not bring 

about a noticeable change in 

quantity demanded.  agricultural 

products show this type of elasticity. 

Its ED is less than one. 

Unitary. A change in price causes 

the same change in quantity 

demanded. Its ED is equal to one. 

Explain the factors that affect 

elasticity. 

 Necessity of the good. 

Inelastic demand for 
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essential goods, and 

elastic for luxuries. 

 Substitution. Availability 

of a substitute makes 

demand more elastic 

 Price of the commodity. 

Demand for cheap 

commodities tend to be 

inelastic even for poor 

people. 

 Durability. durable good 

always have inelastic 

demand because they are 

bought once.  

 Consumer’s income. rich 

people pay any price 

whereas poor people stop 

buying even when there 

is a slight change in price. 

 Future expectations. a 

speculated fall in price 

leads to more of the 

quantity demanded. 

 Convenience of the 

commodity. this will 

influence people to buy 

the commodity at any 

price level. 

Demand schedule of tomatoes. 

Price 

shs/kg 

Quantity 

demanded 

(kg) 

ED 

10 200 - 

8 300 2.5 

6 400 1.33 

4 500 0.75 

2 600 0.4 

 

Define the term SUPPLY? This is 

the amount of a product that farmers 

or producers are able and willing to 

offer for sale at a given price in the 

market at a specific time. 

The law of supply; states that the 

higher the price of a commodity, the 

higher the quantity offered for sale 

and the lower the price, the lower 

the quantity offered for sale. 

Define elasticity of supply (ES) 

This Is the degree of responsiveness 

of quantity supplied to changes in 

price. 

ES=
%𝑡𝑎𝑔𝑒 𝑐ℎ𝑎𝑛𝑔𝑒 𝑖𝑛 𝑞𝑢𝑎𝑛𝑡𝑖𝑡𝑦 𝑠𝑢𝑝𝑝𝑙𝑖𝑒𝑑

𝑝𝑒𝑟𝑐𝑒𝑛𝑡𝑎𝑔𝑒 𝑐ℎ𝑎𝑛𝑔𝑒 𝑖𝑛 𝑝𝑟𝑖𝑐𝑒 
 

Exercise. If the price of pineapple 

changes from Shs 500 to Shs 1000 

per kilogram, it causes the supply to 

increase from 200kg to 500kg. 

Calculate the elasticity of supply. 

Types of elasticity of supply 

Elastic Supply. A small change in 

price causes a great change in 

quantity supplied and ES is greater 

than 1. 

Inelastic supply. A very big change 

in price causes a very small change 

in quantity supplied and ES is 

between 0 and 1. 

Unitary elastic supply. a change in 

prices causes an equal change in 

quantity supplied and ES =1 

The table below shows demand 

and supply schedule in a market. 

Demand 

(kg) 

Price 

per kg 

(Ug Shs) 

Supply 

(kg) 

10 800 37.0 

15 750 36.0 

21 700 34.0 

27 650 32.5 

35 600 30.0 

42 550 27.0 

50 500 23.5 

58 470 19.5 

70 400 15.0 

90 350 10.0 

 

Equilibrium price. The price at 

which quantity demanded equals the 

quantity supplied and the market is 

left clear. Or the price when forces 

of demand and supply are equal. 

Describe the types of COSTS 

incurred in agricultural 

production. 

Explicit costs. These are costs that 

are easy to recognize and quantify 

such as costs of fertilizers, feeds, 

seeds, drugs, and hired labor. 

Implicit costs. These are costs that 

are not easily recognizable and are 

often forgotten in farm accounting. 

they include farmers own labour, 

family labour, interest on the 

farmers own capital, and rent of 

farmers own land. 

Fixed costs. these are costs that do 

not change with the level of 

production, the costs persist 

irrespective of the level at which the 

farmer is producing. they include 

maintenance costs on buildings, 

depreciation on machinery and 

equipment.  

Variable costs. These are costs 

which change with the level of 

production. for example, amount of 

feeds changes with number of layers 

kept, drugs, fertilizers, labour etc. 

Total costs. This is the sum of 

variable costs and fixed costs. 

PRODUCTION FUNCTION. This 

is the physical relationship between 

inputs and outputs. It shows the 

quantity of output that may be 

expected from a given combination 

of inputs. OR. Is the mathematical 

relationship that describes the 

quantity of output produced from a 

given quantity of inputs. Y = f(x) 

output is a function of input  

 The types of inputs are; 

 Variable inputs like casual 

labour, fertilizers, seeds, 

feeds, fuel, pesticides, 

livestock drugs etc. These 

inputs vary with the level 

of production. 

 Fixed inputs are those that 

do not vary with the level 

of production e.g. 

machinery, permanent 

labour, etc. 

Define the following terms; 

Average product, marginal 

product, total product.  

Total product (TP). Is the total 

physical output produced by a given 

level of input. 

Average product (AV). Refers to 

total output divided by total input 

used in production. i.e. is output (y) 

per unit of variable input (x). 

AP = 
𝑡𝑜𝑡𝑎𝑙 𝑜𝑢𝑡𝑝𝑢𝑡 (𝑦)

𝑖𝑛𝑝𝑢𝑡 (𝑥)
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Marginal product (MP). Is an 

extra output produced by addition of 

an extra input and is calculated as; 

MP = 
𝑐ℎ𝑎𝑛𝑔𝑒 𝑖𝑛 𝑡𝑜𝑡𝑎𝑙 𝑜𝑢𝑡𝑝𝑢𝑡(∆𝑦)

𝑐ℎ𝑎𝑛𝑔𝑒 𝑖𝑛 𝑎𝑚𝑜𝑢𝑛𝑡 𝑜𝑓 𝑖𝑛𝑝𝑢𝑡 (∆𝑥)
 

Marginal revenue (MR). Is the 

additional income received from the 

sale of marginal products. 

Marginal cost (MC). This is the 

cost of each additional unit of input 

used in the production of marginal 

product.  

Relationship between total product, 

average product, and marginal 

product as amount of labour on a 

hectare of land is allowed to vary 

land Labor 

(x) 

TP 

(y) 

MP 
∆𝑦

∆𝑥
 

AV 
𝑦

𝑥
 

1 1 4 4  

1 2 9 5  

1 3 15 6  

1 4 19 4  

1 5 22 3  

1 6 24 2  

1 7 25 1  

1 8 25 0  

1 9 24 -1  

1 10 21 -3  

 

 Using the information given in 

the above table, plot tree curves 

showing; total physical product, 

marginal physical product, 

average physical product. 

Explain what happens in each of 

the zones or regions named in the 

graphs. 

Zone 1 

 Total product increases at 

an increasing rate until 

when the MP reaches the 

peak 

 Average and marginal 

product also increases. 

 It ends at a point when AP 

curve intersects with MP 

curve. 

 Farmer under utilizes 

resources. 

  irrational zone. 

Zone 2 

 starts at the point where 

the MP starts declining 

and stops where the MP is 

zero and when TP is at 

maximum. 

 producer uses the 

resources to the maximum 

and makes maximum 

profit.  

 Rational zone. 

Zone 3 

 TP decreases, MP is 

negative. 

 Farmer over utilizes the 

resources. 

 Irrational zone. 

In which region would a farmer 

find it most profitable to produce 

and why? 

In region 2 (rational zone) because 

of the maximum profits realized. 

the farmer utilizes the resources 

optimally. 

Why are zones 1 and 3 referred to 

as irrational zones. 

In zone 1 the farmer under utilizes 

resources whereas in zone 3, the 

farmer over utilizes resources and 

gets diminishing returns. 

Outline ways through which 

profits can be increased in 

production. 

 By reducing on the costs, 

e.g., replacing one cheap 

factor with another that is 

costly. 

 least combination of 

factors of production. 

 Using improved or 

scientific methods of 

farming such as use of 

fertilizers, planting 

improved seeds and 

keeping improved animal 

breeds. 

 

 

Types of production function 

a) Increasing returns. In 

this type, each additional 

unit of input results in a 

larger increase in output 

than the preceding unit. It 

is rare in agricultural 

production and is only 

experienced in the initial 

low levels of input 

application. 

b) Constant returns. The 

amount of output 

increases at the same rate 

for each additional unit of 

input, i.e. The returns are 

constant to the input 

factor. this form of 

production is very rare in 

agriculture. 

c) Decreasing returns. Each 

additional unit of input 

results in a smaller 

increase in output than the 

preceding unit. it is the 

most common type of 

production function in 

agriculture.  

Economic laws and 

principles. 

The law of diminishing 

returns. It states that ‘if 

successive units of a variable 

input are added or increased, to 

a fixed factor, while all other 

factors or inputs are held 

constant, at first the output 

increases until a peak is 

reached, beyond this point, 

continued addition of the extra 

unit of the variable input will 

give less proportion returns to 

each successive unit of the 

variable factor.” 

The principle of profit 

maximisation. It states that 

profit is maximum when 

marginal cost is equal or 

almost equal to the marginal 

revenue. it aims at obtaining 

the highest returns at a 

minimum cost per unit of input 

factor used. it is based on the 

concepts of cost and revenue 
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What are FARM RECORDS? 

They are written accounts of all the 

activities of a farm or the 

information stored for future 

reference. 

Outline the characteristics of good 

records. 

 Simple to make. 

 Concise. 

 Accurate. 

 Complete. 

State the importance of farm 

records to the farmer. 

 They enable a farmer to 

know whether he/she is 

making profits or not and 

the unproductive 

enterprises are dropped. 

 They assist in farm 

planning and budgeting 

for the farm. 

 They enable a farmer to 

make sound decisions. 

 They help farmers to 

share profits and losses at 

the end of a financial 

season, in case of 

cooperatives. 

 They provide labour 

information that can be 

used to calculate the 

terminal benefits of the 

worker. 

 They help the farmer to 

obtain a loan from money 

lenders because good 

records reveal the 

financial position of the 

farm. 

 They are used to assess 

the farmers’ income tax 

and this save the farmer 

from being overtaxed. 

 They remind the farmer to 

pay his debts in time. 

 They help a farmer to 

launch the claims to the 

insurance companies in 

case of losses. 

 They assist a farmer in 

carrying out management 

practices on the farm e.g., 

breeding and culling. 

 They are useful in 

comparing the efficiency 

of the farm with other 

9similar farms in the area 

or elsewhere.  

 They are useful in 

compiling national 

agricultural statistics. 

 They act as an incentive to 

the farmer by revealing 

those areas that require 

improvement. 

 They help to determine 

the value of the farm in 

case of sale. 

 They help to settle 

disputes in case of death 

of the farmer. 

 They facilitate research 

work on the farm. 

 Health records help in 

effective control of pests 

and diseases. 

 They help to show the 

history of the farm and its 

development. 

 They are legal 

requirements in some 

countries. 

 They show whether farm 

plans are being operated 

properly. 

 They efficiency of a 

farmer, they are used in 

calculation of the 

efficiency of a farmer. 

What are the limitations of record 

keeping.? 

 They require skill, i.e. 

Knowledge of accounts. 

 They are tiresome and 

require a lot of time to 

prepare. 

 They are costly because 

they require account 

books, and hiring 

technical people with 

skills in specialized 

records. 

Describe the type of records kept 

by a farmer. 

 Breeding records. these 

indicate the date the 

animal is on heat, dates of 

service, dates of calving, 

sex of the calf, sire and 

dam. 

 Feeding records. they 

show the amount of feed 

given to the animals daily 

and the type of feeds 

given. 

 Production records. 

these show the daily 

production of the animals 

kept, they include, egg 

production records, milk 

production etc. 

 Health records show the 

identity of the animal, 

name of disease 

diagnosed, date of 

treatment, kind of 

treatment given, any 

comments or examination 

made. 

 Labour records show the 

number of workers on the 

farm, level of 

qualification, type of work 

done by each worker and 

amount of work supposed 

to be done by each 

worker. 

 Inventories show all the 

assets the farmer owns 

together with the value for 

each item. 

  Account records 

include; cash analysis, 

profit and loss account, 

balance sheet and gross 

margin analysis. 

What is a profit and loss account? 

This is a financial statement which 

shows all the transactions carried 

during the trading period usually a 

year and it reveals whether the 

business made a profit or loss. OR 

This is a financial statement shows 

expenses, sales and receipts during 

the trading period or a stated period 

usually one year. 

Describe the features of a profit 

and loss account. 

 It has a heading stating the 

duration in which the 
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transaction or business is 

carried out. 

 It has two sides, the 

purchase and expense 

side, then the sale and the 

receipts side. 

 It has an opening 

valuation put on the 

purchase and expenses 

side. 

 It has a closing valuation 

put on the sales and 

receipt side. 

 It has either net profit or 

loss, and the net profit is 

put on the purchase side 

whereas a net loss is put 

on the sales and receipts 

side. 

Distinguish between opening 

valuation and closing valuation 

Opening valuation. Is the value of 

all the assets that the farmer starts 

with at the beginning of the 

financial year. It is put on the 

purchase side because it is assumed 

that if the farmer was to buy that 

farm, that is the money he would 

spend. 

Closing valuation. is the money 

and assets of the business at the end 

of the financial year. 

Title. 

Purchase 

and 

expenses 

Sale and 

receipts 

Opening 

valuation 

Closing 

valuation 

total  

Net  

profit/loss 

 

Total  

 

Define a balance sheet. This is a 

financial statement drawn to show 

the financial position of a business 

at a particular time. OR 

It is a financial statement showing 

assets and liabilities at a particular 

time. 

Assets. Are productive resources 

owned by the farmer such as farm 

structures, raw materials, machinery 

and farm water supply system. 

Liabilities. Are what a business 

owes for goods supplied or debts 

incurred when running the farm 

including bank loans and bank 

overdrafts. 

Capital. Are man-made resources 

used in production of other goods or 

wealth used in production 

Balance sheet of Mr. Kato’s farm 

as at 31st December 2011. 

Assets Liabilities 

  

  

Total Total 

 

State the advantages of preparing 

a balance sheet. 

 Shows the financial 

position of the farm. 

 Enables the farmer to 

acquire loans. 

 Helps in assessment of 

tax. 

 Helps in decision making. 

 Useful for the purpose of 

sharing profits. 

 Shows farmers 

possessions. 

 Shows the farmers debts 

in order to remember to 

pay them. 

 Enables the farmer to 

assess the value of a farm 

in case he wants to sell. 

 Helps in planning. 

 Shows a farmer’s credits 

in order to remember to 

follow them up. 

Define gross margin in farm 

accounting. It is the difference 

between the value of total 

production or revenue and the 

variable costs of an enterprise. 

Gross margin = total revenue – 

variable costs. 

State the uses of gross margin in 

agriculture. 

 To measure the 

profitability of each 

enterprise on the farm. 

 To find out the enterprise 

that are not earning profits 

to the farm. 

 To find out which 

enterprises is most 

profitable and expand on 

it. 

 To find out how the costs 

of production are being 

used on each enterprise. 

 To compere profitability 

of enterprises of one farm 

with another farm in the 

same area. 

 Useful in making the best 

choice/ opportunity cost. 

 

What is MARKETING? 

it refers to all the processes involved 

in transferring the goods or 

commodities from the producer to 

the consumer. 

Marketing functions. 

 Buying and selling 

 Assembling. 

 Transportation and 

distribution. 

 Packaging. 

 Storage. 

 Processing. 

 Grading. 

 Advertisement. 

 Collecting and analyzing 

market information. 

 Financing. 

Risk Bearing. 

 Standardization. 

 Labelling. 

Problems of marketing 

agricultural products. 

 Bulkiness. 

 Poor storage facilities. 

 Seasonality of crops. 

 Perishability of farm 

produce. 

 Lack of adequate market 

information. 
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 Change in market 

demand. 

 Poor transport system. 

 Lack of advertising 

facilities. 

 Competition from 

synthetic products like 

plastics and polythene. 

 Multiple taxation. 

 Long gestation periods. 

 Insecurity. 

 Price fluctuation in 

agricultural products. This 

affects farmer’s income 

especially where prices 

reduce. 

 Large number of small 

scale producers. These 

make control of prices 

difficult. 

Solutions to the problems of 

marketing agricultural produce. 

 Encourage farmers to 

establish cooperatives. 

 Establishment of buffer 

stocks. 

 Establishment of 

stabilization funds. 

 Proper education and 

extension services to the 

farmers. 

 Joining international 

agreement or trade blocs. 

 Proper regulation of 

imports of agricultural 

inputs. 

 Review and harmonize 

taxation. 

 Establishment of agro-

processing industries. 

 Market diversification. 

 Trade contracts. 

 Provide credit facilities. 

 Establishment of transport 

facilities. 

 Instituting market 

research and proper 

market information. 

What is a cooperative society? 

This is an organization set up 

voluntarily by people who have a 

common interest or objective, and 

registered legally. It is a business 

organization formed by people for 

the purpose of producing goods and 

service for themselves. They are 

owned or controlled by people who 

form them. 

Outline the functions of 

cooperative societies. 

 They give credit to 

farmers. 

 They buy produce in bulk 

and retail them to farmer 

at fair prices. 

 Provide transport to 

farmers produce to 

collecting centers. 

 Provide inputs to 

members at reduced 

prices. 

 Provide storage for 

farmers produce. 

 Help process farmers 

produce to desirable 

forms. 

 Help farmers share profits 

and losses. 

 They negotiate for fair 

prices for the farmers 

produce. 

 They carry out market 

research and give market 

information to the 

farmers. 

 They encourage farmers 

to save together. 

 They provide extension 

services to famers more 

easily. 

 They help to market 

farmers produce. 

 They enable farmers to 

participate in business and 

get exposed to 

commercial life. 

 They encourage 

leadership and community 

spirit building. 

 They lobby government 

on farmer’s interests. 

Explain the cooperative principles  

 Open membership; every 

member is free to join. 

 Organization is 

democratically controlled; 

all members have an equal 

role in society. 

  Neutrality. The society is 

neutral in terms of sex, 

tribe, religion and political 

affiliation. 

 Joining and leaving the 

cooperative is voluntary. 

 Education to members. 

They offer education to 

member on aspects related 

to the cooperative society. 

 They aim at continuous 

expansion of the society 

in all ways i.e. Volume of 

the business and members 

joining. 

 They allow members to 

buy only limited shares 

holdings in order to 

ensure that all of them 

have almost equal shares. 

 They distribute profits to 

members according to 

their contribution and 

society and the profits 

they share is a surplus 

after reinvestment.  

 They have restricted 

business that is, the 

activities of the society 

are restricted to members 

who are part and parcel of 

cooperatives. 

 Capital share; to become a 

member, one has to buy 

shares. 

 They sell the products for 

cash not credit. 

Give reasons for the collapse of 

cooperative societies in Uganda. 

 Lack of skilled 

management personnel. 

 Lack of funds to finance 

projects. 

 Corruption by managers. 

 Lack of proper transport 

system. 

 Inadequate storage 

facilities. 

 Price fluctuation of 

agricultural products. 

 Irregular payment of 

farmers produces. 
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 Government interference 

in day to day running of 

cooperative activities. 

 Political instability or 

insecurity. 

 Lack of market for their 

produce. 

 Seasonality in operation 

due to the gestation period 

of the crops. 

 Unfair competition from 

more powerful individuals 

or companies. 

 Lack of commitment by 

members. 

 Low level of literacy 

affects effectiveness of 

members to participate. 

 Inadequate support from 

government or poor 

government policy. 

 Members had high 

expectations which were 

not met so they refused to 

sell their produce to the 

society. 

What factors are necessary for the 

success of a cooperative society. 

 A Well trained staff. 

 There should be adequate 

funds to run the business. 

 Member should be loyal 

to the society so that they 

encourage the activities of 

that society. 

 The society should have 

effective control to avoid 

misuse of funds. 

 There should be adequate 

volume of the business to 

benefit from the 

economies of large scale 

production. 

 Managers and members 

should be trust worthy. 

 Prompt payment of 

farmers produces. 

 Availability of proper 

communication, transport 

and storage facilities. 

 Political stability. 

 

 

Mention The types of cooperatives 

and give the functions of each. 

 Credit and saving 

(services) cooperatives; 

they obtain credit, 

insurance and transport 

for their members. 

 Processing cooperatives; 

these buy produce from 

small farms and process it 

cheaply and efficiently. 

 Consumer cooperatives; 

provides bulk supply and 

sell to consumers at 

relatively cheap prices. 

 Growers cooperative; 

provide facilities required 

by members for 

marketing, production, 

processing and 

transportation.  

 Primary societies; formed 

at village level to assist 

farmers/members for 

storage, marketing of each 

produce, providing credit 

and other production 

supplies. 

What is PRICE? Is the exchange 

value of a commodity or item 

Ways of determining prices of 

agriculture products. 

 Bargaining/haggling. 

 Auctioning. 

 Forces of demand and 

supply. 

 Resale price maintainace. 

 Contract agreement. 

 Fixing prices by 

government. 

 Through international 

commodity agreements. 

 Cost of production plus 

profit method. 

What factors affect the price of a 

commodity. 

 Change in demand 

Change in supply. 

 Change in government 

policy on taxation and 

subsidies. 

 Change in quality of 

commodity. 

 Cost of production 

 Season. 

 Marketing costs i.e. The 

higher the marketing costs 

the higher the price. 

 Market structure 

monopolistic and 

completive markets 

Causes of price 

fluctuation/instability of 

agricultural commodities. 

 Risks and uncertainties. 

 Climatic changes. 

 perishability of 

agricultural commodities. 

 Agriculture products have 

inelastic demand so 

excess production is 

difficult to absorb. 

 Divergence between 

planned and actual output 

which at times is less than 

planned and at times, 

more than planned. 

 Seasonality of production. 

 Stiff competition from 

synthetics like polythene, 

plastics and other 

petroleum product for 

rubber and sisal. 

 Long gestation period. 

 Bulkiness of agricultural 

products. 

 Large number of small 

scale producers. 

 Poor storage facilities. 

 Low level of 

industrialization. 

 Changing technologies. 

 Protectionism by 

developed nations. it’s 

difficult to export surplus 

agricultural products to 

developed countries 

because of heavy 

regulations and tariffs. 

 Pests and diseases and 

drought affect supply. 

 Limited market. 

 Low quality of products. 

 Lack of farmers groups or 

cooperatives thus prices of 
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the products cannot be 

predetermined. 

Ways of reducing price 

fluctuations in agriculture 

production. 

 Fixing prices by 

government i.e. minimum 

and maximum price 

legislation. 

 Diversification in 

production. 

 Improving storage 

facilities. 

 Increase in research. 

 Processing of agriculture 

products. 

 Improving technology in 

agriculture through use of 

irrigation, fertilizers etc. 

 International commodity 

agreements. These fix 

quotas and prices for both 

buyers and sellers of 

commodities to reduce 

exploitation. 

 Improving transport 

facilities. 

 Buffer stocks. Here 

surplus during plenty is 

bought by marketing 

boards and sold during 

scarcity. 

 Forming farmers’ 

organizations. 

 

RISKS AND UNCERTAINTIES. 

Risk refers to situations or problems 

farmers face but the outcome can be 

estimated basing on past experience 

and is insured against. 

Examples of risks. 

 Change in weather which 

causes destruction of 

crops, buildings and 

crops. 

 Pest and disease out break 

 Fire out break 

 Theft of produce or 

animals. 

  health of workers or 

family members. 

 Low crop yields. 

 Accidents involving the 

employer and employee. 

 Strikes of workers. 

Uncertainties. refers to a state of 

imperfect knowledge about the 

future outcome, therefore they 

cannot be measured hence cannot be 

insured against. 

Examples of uncertainties. 

 Price fluctuations. 

 Change in demand supply 

forces. 

 Change in technology. 

 Change in government 

policies. 

 Breach of contract 

between the buyer and the 

farmer or supplier. 

 Unavailability of labor. 

 Unavailability of 

agricultural inputs. 

 Yield uncertainty. 

 

Control of risks and 

uncertainties 

 Contract 

farming/production on 

contract. 

 Building owners 

equity/personal savings to 

counteract any failure. 

 Diversification to 

distribute the impact of 

losses. 

 Input rationing to guard 

against loss as a result of 

price fluctuation. 

 Flexibility i.e. Easily 

change from one type of 

production to another.  

 Improving storage 

facilities. 

 Adding value of 

agriculture products 

through processing. 

 Insurance. 

 Adopting modern 

methods of farming. 

 Choosing reliable 

enterprises that have 

fewer chances of failure. 

AGRICULTURAL CREDIT. 

Refers to the financial 

assistance given to farmers in 

form of loans to finance their 

farm production and repay with 

interest. OR it is borrowed 

capital either in kind or cash 

used by farmers to finance their 

activities. 

State the importance of 

agricultural credit to 

farmers. 

 To purchase long term 

assets such as land and 

machine. 

 To provide working 

capital to buy inputs. 

 It is used to overcome 

risks and uncertainties e.g. 

Total crop failure. 

 To cope with seasons 

pattern of production. E.g. 

Hire more labor during 

peak hours of operation. 

 To provide capital for 

construction of farm 

structures or buildings. 

 To increase the level of 

production and 

construction of stores. 

 It may be used to finance 

their activities throughout 

production season. 

 

 

List the source of agricultural 

credits or loans. 

 Commercial banks. 

 Insurance companies. 

 Private companies. 

 Agricultural cooperatives. 

 Marketing boards. 

 Individual money lenders. 

 Microfinance institutions 

such as pride, women’s 

finance trust. 

 Government schemes 

such as “Entadikwa” 

 Informal credit borrowed 

from friends. 

Distinguish between hard and soft 

loan. 

A hard loan is money borrowed 

after giving a substantial security 
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and the interest rate is high while a 

soft loan is given without a 

substantial security and the interest 

rate is low. 

Give problems of credit 

administration. 

 Shortage of capital. 

 Shortage of trained staff 

for credit supervision. 

 High rate of poor 

repayment of loans. 

 Poor management skills 

by the farmers. 

 Many farmers are still not 

aware of credit. 

 Limited facilities for land 

development. 

 Rigidity in repayment 

schedule. 

 High interest rate.  

Give reasons why farmers fail to 

pay credit. 

 High interest rate charged 

by lending institutions. 

 Farmers misuse credits. 

 Fluctuation of prices of 

the produce. 

 Failure of the enterprise 

due to natural factors and 

poor management. 

 Poor timing of credit that 

will affect overall interest 

rate. 

 Ill health of the farmer 

leading to poor 

supervision of his 

enterprises. 

 Poor marketability that 

exploits farmers. 

 Political instability leads 

to destruction of farms. 

 Short repayment period of 

the loans. 

 Death of the farmer. 

 Inadequate credit to cover 

the entire production 

period. 

 High taxation on 

agricultural products. 

 Inflation can increase 

production costs. 

Outline considerations money 

lenders make before giving loan to 

a borrower. 

 amount of money to be 

borrowed in relation to the 

purpose. 

 Type of credit that is short 

term, medium term or 

long term. 

 Interest rate to be charged. 

 Availability of Collateral 

security. 

 Financial position of the 

farm(project) basing on 

farm records. 

 Experience of the 

borrower in the proposed 

project. 

 Previous loan history. 

 The Intended contribution 

of the farmer to the 

project. 

Suggest what financial institutions 

must do to ensure that farmers 

use credit properly. 

 Provide extension services 

to farmers to show or 

educate them how to use 

loans. 

 Increase or improve on 

supervision of loans. 

 improve on loan recovery 

programme. 

 Improve on staff training 

for effective coordination 

with farmers. 

 provide farmers with 

inputs at fair prices. 

 Provide farmers with 

loans in kind. 

 Give farmers loans at the 

correct time. 

 Give adequate or 

reasonable grace period to 

pay the loan. 

 Charge fair interest rates 

on soft loan. 

 help farmers to identify 

viable projects. 

 Help farmers to choose 

the projects they can 

handle and manage. 

 

Explain four PRODUCT 

COMBINATIONS. 

Joint products. Are products 

produced by a single production 

process on the farm. e.g. beef and 

hide, wool and mutton, eggs and 

chicken. 

Competitive products. Are 

products that use the same resources 

and if the farmer transfers resources 

to increase the production of one, 

the other product will reduce. e.g., 

crops and livestock using the same 

land. 

Complementary product. Are 

products that increase together as 

the farmer transferred resources to 

increase the production of one. e.g. 

legumes planted together with grass 

in the pasture. 

Supplementary products. Are 

products whereby as the farmer 

transfers resources to increase the 

production of one product, the other 

product is not affected because they 

do not use the same resources or 

they use the same resources but at 

different times. e.g. keeping a few 

chicken on the dairy farm. 

SPECIALIZATION. Is where one 

engages in the production of one 

item/enterprise where he can feature 

best. 

Advantages of specialization 

 It is time saving. 

 High efficiency in 

production since workers 

gain a lot of experience. 

 It increases production 

which enables farmers to 

gain from the economies 

of scale. 

 Enables employment of 

specialists at different 

stages of production. 

 Regional and international 

specialization enables 

countries to exploit their 

natural resources and get 

what they cannot produce 

best. 
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Disadvantages of specialization. 

 May lead to 

unemployment in case of 

change in technology and 

fashion. 

 Leads to over dependency 

in case of international 

specialization. 

 Leads to boredom due to 

repetition of work 

 Encourages loss of 

craftsmanship since 

worker depend on 

machines to do work. 

 Encourages the use of 

specialized machines 

which cannot serve more 

than one purpose. 

DIVERSIFICATION.  Refers to 

the production of several items on a 

farm or dealing with several 

enterprises at the same time. 

Advantages of diversification. 

 It is limited by inadequate 

capital to engage in 

different enterprises. 

 Limited market for a 

variety of products. 

 Limited farm implements 

may discourage 

diversification. 

 It is difficult to carry out 

research on a variety of 

crops and animals. 

 It encourages subsistence 

farming. 

LAND TENURE. These are rules 

and condition governing the 

ownership and use of land in a 

specific area. OR. Is the possession 

of rights to the ownership and use of 

land. 

Forms of land tenure; private 

ownership, state ownership, 

communal ownership, lease hold. 

Advantages of individual 

ownership of land. 

 It Is easy for the farmer to 

acquire agricultural 

credit/loan. 

 Returns from investment 

are normally high. 

 Enables long term 

investment e.g. Soil and 

water conservation 

measures are carried out. 

 Farmers can easily carry 

out sound planning. 

 Land disputes are 

minimal. 

Ways of acquiring land in 

Uganda. 

 Inheritance from parents. 

 Buying a piece of land 

with or without land title. 

 Through borrowing from 

friends who have plenty. 

 Through settlement and 

resettlement schemes. 

 Through leasing. An 

individual applies for a 

lease from the state for 

specific period of time 

i.e.29,39, 49, 99, 999 

years etc. 

 Receiving land as a gift 

from friends. 

 Renting or hiring land 

from individuals who 

have plenty of land. 

Forms of land use in Uganda. 

 Agriculture. 

 Forestry. 

 Wild life conservation. 

 Mining. 

 Mortgage for loan. 

 Transport and 

communication. 

 Recreation e.g. Play 

grounds, swimming pools, 

beaches. Etc. 

 Industrialization. 

 Fishing from lakes. 

 Residential land for 

contracting house estates. 

 Urban centers. 

 Wet lands. 

LAND FRAGMENTATION. This 

is where agricultural farm land is 

split into small plots in different 

places belonging to one farmer. 

 

Causes of land fragmentation. 

 Buying pieces of land 

elsewhere. 

 Inheritance from parents 

or relatives. 

 Compensation when part 

of one’s land is taken for 

public use. 

 Gift or donations from 

friends. 

 Increasing population. 

 Limited income among 

farmers which forces them 

to sell their land in bits. 

 Farming systems like 

shifting cultivation which 

allows farmers to move 

from place to place. 

 Polygamy which forces 

the family head to own 

pieces of land. 

 Communal land 

ownership where people 

divide up land 

continuously. 

Effects of land fragmentation. 

 It is difficult to supervise 

all plots effectively. 

 A lot of time is wasted in 

moving from plot to plot. 

 Farm planning is difficult 

due to the small size of 

the fragments. 

 It encourages low 

agriculture production. 

 Theft of farm produce is 

common due to reduced 

supervision. 

 Agricultural 

mechanization is difficult 

due to the small size of 

the plots which are 

scattered. 

 It is difficult to offer 

agricultural extension 

services on such scattered 

plot. 

 It is difficult to carry out 

soil conservation 

measures due to the 

distance involved. 

 Pest and disease control 

on the fragments is 

difficult. 
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 It is difficult to control 

grazing since farmers 

have small plot that are 

prone to overstocking and 

overgrazing. 

LAND CONSOLIDATION. 

This is the pooling of small 

pieces of land to form a large 

and more productive land when 

put together. 

 

Reasons for practicing land 

consolidation. 

 To save time and transport 

costs. 

 To make supervision of 

land easier and more 

effective. 

 To facilitate 

mechanization of the 

farm. 

 To make it easy for long 

term investments in the 

farm. 

 To have sound planning. 

 It’s easier to control pests 

and diseases on the farm 

since the big portion of 

land is under one 

management. 

 Theft of farm produce is 

reduced due to improved 

supervision. 

 Agricultural production is 

increased due to increased 

size of land. 

 It is easy to carry out soil 

and water conservation 

measures. 

Disadvantages of land 

consolidation. 

 It may make people 

landless. 

 It may cause political 

unrest among the 

population as people lose 

land. 

 It’s a very costly exercise. 

Since each fragment of a 

different value. 

land title deed. This is a legal 

document that confers rights of land 

ownership to an individual. 

Importance of land title deed. 

 It acts as security to get a 

loan. 

 It acts as security to land 

ownership. 

 It acts as an 

encouragement to the 

farmer to carry out long 

term investment on the 

land. 

 It minimizes land 

disputes. 

land settlement is a planned 

transfer of population from one 

area to a land which was 

previously uninhabited. 

land resettlement. is the 

transferring of population from 

more densely populated areas 

to sparsely populated areas. 

Contribution of settlement 

schemes to agricultural 

development. 

 Increased agricultural 

production. More land has 

been put under 

agricultural production 

through settlement of the 

landless. 

 Improved land use. Idle 

land has been put to 

productive use. 

 Better use of extension 

services. Better planning 

and organization of the 

schemes allows easier 

provision of agricultural 

extension services. 

 Marketing cooperatives 

have enhanced the selling 

of farm produce. This 

helps in maximizing 

profits in agriculture. 

 Enhanced development of 

infrastructure e.g. Roads, 

water provision, 

telephones, schools  

 

Aims of establishing settlement 

schemes in Uganda. 

 To settle the landless 

people. 

 To increase agricultural 

production by reclaiming 

marginal areas. 

 To reduce population 

pressure in highly 

populated areas. 

 To ease the socio-political 

pressure created by 

squatters. 

 To facilitate efficient 

utilization of land.  

 

 

 


