
 

FARMING ORGANISATIONS 
 

Farming organizations are those organizations that are involved in assisting farmers to produce, 

transport, store, process and market agricultural products. 

 

Types of farming organizations in Uganda: 
 

i) Cooperatives. 
 
ii) Government extension training centers e.g. district farm institutes. 
 
iii) Research stations e.g. Kawanda, Namulonge, and Kabanyolo e.t c. 
 
iv) Group farms e.g. prison farms of ministry of internal affairs. 

v) Out grower schemes. 
 

vi) Settlement schemes 
 
vii) Young farmers’ association of Uganda i.e. mostly in secondary schools. 
 

Benefits of farming organizations in Uganda 
 

i) Farmers share overhead costs. e.g. depreciation on machinery, house rent and permanent 

labour. 
 
ii) The organization is able to buy inputs in bulk making the farmer buy at lower price.  

 

iii)  Organizations eliminate the unnecessary profits made by middlemen in trade / business. 
 
iv) Can integrate marketing processes like storage, packaging, and transporting etc. thereby 

reducing marketing costs. 
 
v) Provide high quality management since it can employ skilled personnel. 
 
vi) Increase the bargaining power of the farmers to get higher prices for their products. 
 
vii) Members can get marketing information / pieces of advice which are not normally available 

to individual farmers. 
 
viii) It is easier for them to sell their products overseas where they get more profits. 
 
ix) Members are able to participate in business and get exposed to commercial life. 
 
x) Leadership and unity is developed among members where such organizations exist. 

 

xi) Such organizations can be used to transform traditional farming methods in rural areas. 
 
xii) It is easier for the farmers to get inputs such as improved seeds, fertilizers, hoes and other 

tools etc. 
 
xiii) Members can obtain credit facilities to help them in their farming activities more easily. 
 
xiv) Members can get access to extension services more easily. 
 



xv) Some members may be employed in the organization. 
 
xvi) Members share profits/ dividends I losses. 
 
xvii) Encourages members to save. 
 
xviii) Members get improved storage facilities, transport services. 
 
xix) They find market to the farmers produce. 
 
xx) Provide processing facilities of farmers produce. 
 

Problems of farming organizations in Uganda: 
 

a) Low levels of literacy affect the effectiveness of members to participate. 

U) Poor management and accounting / lack skills. 
 
iii) Inadequate support from government/Government policies. 
 
iv) Unfair competition from more powerful individuals and private companies. 
 
v) Poor storage facilities. 
 
Vi) Corruption by management. 
 
vii) Inadequate financing of the organization makes it difficult to attract skilled managers and 

administration. 
 
viii) Some farmers’ organizations operate seasonally although they continue to draw salaries and 

allowances. 
 
ix) Most of the organization are specialized and therefore affected when the price of the 

commodity they deal in falls i.e. price fluctuations. 
 
x) Political, influence / interference. 

xi) Political instability /insecurity. 

xii) Poor transport facilities 

xiii) Poor communication system. 
 
xiv) Lack of markets for their productions. 

 

CO-OPERATIVE SOCIETIES 
 

A cooperative society is an association of persons who voluntarily join together for the purpose 

of carrying out a business. they are owned and controlled by those who formed them and these 

people are entitled to share in any profits made. 

 
 

 

 

 



FACTORS NECESSARY FOR THE SUCCESS OF A COOPERATIVE SOCIETY 
 

i) Adequate financing / sound economic base; for running operation costs like payment of 

labourers. 
 
ii) Adequate volume of business; in order to benefit from economies of scale. 

 

iii) Clear goals and objectives known to all members; for directing the activities of the society. 
 
iv) High level of managerial ability and honesty; to reduce embezzlement and corruption. 
 
v) Limited interference from the government; to ensure proper running of the society’s 

activities. 

vi) High level of education for all members to create equality. 

vii)  Good will from all members. 
 
viii) Loyalty of the members; so that they can fully support the activities of the society. 

 

Principles that govern the activities of a co-operative society 
 

i) Open membership to all person interested regardless of the sex, religion, race or political 

beliefs. 
 
ii) Democratic control of the affairs of the society. All members must have an equal say i.e. one 

man one vote. Management is done by elected officials. 
 
iii) Joining or leaving the society is on voluntary basis. 
 

iv) Promotion of education among the members of the society. 
 

v) Promotion of goods and services at small cost to members and general public 
 
vi) Limited interest on share capital 
 
vii) Neutral in community concerning politics or race or tribe. 

 

viii) Share of profits. Share fairly all the proceeds or dividends from the society. profits which 

are not used for investment are paid to members in proportion to the amount of trade each 

member has transacted through the society. 

 

Types of co-operatives. 
 

1. Consumer co-operatives; these are societies which operate or sell retail shops to assist 

members in selling their products 
 
2. Marketing co-operative; these avail market for the members’ products. 
 
3. Savings and credit cooperatives; these encourage members to save and provide members 

with loan facilities for investment 
 
4. Transport co-operatives; these provide transport facilities for members’ products. 



 

5. Service co-operatives; these provide services like storage of agricultural products and 

insurance 
 
6. Processing co-operatives; there function is to add value to agricultural commodities by 

changing them into more utilizable forms. 
 

The functions / benefits of co-operatives. 
 

1. Give credit to farmers; for investment in agriculture 
 
2. Buy produce in bulk and retail them to farmers at reduced prices. 
 
3. Provided transport to farmers; hence increasing profitability of agricultural enterprises 
 
4. Provide inputs to the farmers at reduced prices; making it easy for the farmers to afford 
 
5. Provide improved storage to the farmers; to prevent spoilage 
 
6. Help to process the farmers produce; to add value to the products so as to fetch better prices. 
 
7. Help to share profit and losses; hence avoiding total loss to an individual farmer. 
 
8. They have better bargaining power therefore negotiate for better prices for farmers produce. 

 
9. Encourage farmers to save; which increases their standards of living 

 

10. Provide education to farmers; which increases their output, income and employment in rural 

areas. 
 
11. Provide extension services to farmers; to improve production 
 
12. Carry out market research; to avoid exploitation by middlemen 
 
13. Market farmers’ products; to avoid exploitation by middlemen and avoid 
 

spoilage of produce in stores. 
 

14. Advertise farmers produce; to create awareness of the products to the consumers 
 

15. Enable farmers to share overhead costs 
 
16. Provide jobs to the farmers 
 
17. Encourage leadership spirit among members 
 
18. Enable farmers get exposed to business and commercial life 

Differences between co-operative societies and non-co-operative private sector business 

organizations. 

 

Co-operative societies Non co-operatives 
  

Membership is open to everyone irrespective Membership is not pen to every one 
  

  

  

 



of religion, sex, tribe language or sex  
  

It is run on democratic basis Decision making is by few people 
  

Joining  and  leaving  the  society  is  entirely A member may be forced to leave by others 

voluntary against his will 
  

Profits are shared equally among Profits are shared according to the number of 

 shares held 
  

Main  purpose  is  to  provide  services  to Purpose is to maximize profits on investment. 

members  
  

 

Problems or reasons for the collapse of co-operative societies in Uganda. 
 

1. Lack of skilled management personnel; resulting into miss management 
 
2. Lack of finds/capital; making it hard to run co-operative activities 
 
3. Lack of proper transport system; leading to spoilage of produce on the way 
 
4. Lack of storage facilities; leading to spoilage of produce 
 
5. Price fluctuations of agricultural products; which discourages farmers from production 
 
6. Irregular payment of farmers produces; this discourages farmers from producing 
 
7. Un favourable government policies; for example, banning of certain product from the market 

resulting into total loss 
 
8. Political instability; leading of destruction of property 
 
9. Lack of market for their produce; leading to losses 
 
10. Seasonality in operation; leading fluctuation in members’ income 
 
11. Unfair competition from more powerful individuals or companies 
 
12. Lack of government support; leading to collapse of the societies 
 
13. Poor communication system; leading to disagreements among members 
 
14. Lack of commitment from members; hinders proper running of the cooperatives 
 
15. Low level of literacy affects effectiveness of members to participate 
 

Steps taken to solve some of the problems facing the co-operatives 
 

i) Carry out seminars and in service courses to improve on the management 
 
ii) Education of the farmers; to ensure that they can adequately participate in the running of the 

cooperative 
 
iii) Fighting political instability to avoid destruction of property 



 
iv) Fighting sectarianism and tribalism; to ensure that appointments are made on merit and 

there is no in fighting in the society 
 
v) Encouraging diversification to ensure that the cooperative is in business throughout the year 
 
vi) Giving credits to the cooperative societies to enable them purchase farm produce and 

finance other activities 
 
vii) Building necessary infrastructure to enable the cooperatives societies transport to the storage 

or market centres. 
 
viii) Giving storage support programmes e.g. building large stores for the societies. 

 
ix) Facilitation of the farmers to interact with other farmer, trade fairs, conferences etc. 

 
x) Provision of extension services to increase the quantity and quality of farm produce and so 

ease its marketing 
 
xi) Providing farm inputs at reduced prices to facilitate investment. 

 
xii) Expansion of markets both local and external e.g. through COMSA and PTA 

 
xiii) Strict anti-corruption measures to reduce corruption and emblements of cooperative 

finance. 

 

FARM MANAGEMENT. 

It is the practice of applying knowledge acquire in order to produce efficiently. It also involves 

application of the principles of economics i.e. using the cheapest means of production to get 

maximum profits. 

A good farm manager makes use of his knowledge of various disciplines in arriving at the 

answer to his management problems. 

The farm manager is basically a decision maker and the function of decision making is very 

important since a wrong managerial decision can throw a would be successful farmer out of 

business. The following steps are important in decision making; 

• Problem recognition/identification. 

• Collection of data/information. 

• Analyzing alternatives. 

• Making a decision. 

• Taking action 

Roles of a manager at the farm. 

• Risk bearing i.e. Takes responsibility of profit or loss  

• Decision making. 

• Acting on the decision once made i.e. implementing investment decision.  

• Making innovations.ie developing ideas and making observations. 

• Combines the factors of production to produce certain goods or commodity 

• Plans, organizes, leads, controls, coordinates, directs the business, record keeping 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 

 

 
 

FARM RECORDS 
 

Farm records are written documents of the activities carried out on the farm containing 

information for future reference. 
 

Characteristics of a good farm records. 
 

i) Should have a title 
 
ii) Should be easy to prepare 

 
iii) Should be of the correct format 

 
iv) Should be accurate containing all the relevant information. 

 
v) Should be easy store and handle 

 
vi) Should be easy to interprete 

 
vii) Should be specific i.e. should have a specific period 

 

Importance of keeping the farm records by a farmer 
 

i) Enables a farmer to find out whether he is operating on a loss or profit. 
 
ii) They guided the farmer in planning and budgeting hence enables him to make sound 

decisions. 

 

iii) They enable farmers to make comparisons among themselves and thus be able to improve 

their managerial skills and efficiency 
 
iv) Records enable the farmers working on cooperative basis share profits and losses. 
 
v) They help in tax assessment. 
 
vi) Good records help the farmer to find out those areas that need to be improved. 
 
vii) They enable the farmer find out the contribution of each enterprise to the overall progress of 

the farm. 
 



viii) They enable the farmer to remember his debts so that he can pay them promptly. 
 
ix) They enable the farmer to determine the number of workers and their wages. 
 
x) With good farm records a farmer can be able to obtain loans from banks. 
 
xi) They help the farmer determine his financial position. 
 
xii) They help in settlement of an estate after the death of the farmer. 
 
xiii) They show the history of the farm and tis development. 
 
xiv) They act as incentive to the farmer as they show his progress. 
 
xv) Helps farmers to cull unproductive animals. 
 
xvi) It helps the farmer in valuing the farm in case of sale. 
 
xvii) Are legal requirements in certain countries. 
 
xviii) They help the farmer in making insurance claims. 
 

TYPES OF FARM RECORDS 
 

(i) Crop production 

Records Such records show 
 
• The kinds of crops in the field e.g. beans, cassava 
 
• Size of the land covered by each crop 
 
• Depths of planting, weeding, spraying 
 
• Expected dates of harvesting 
 
• Crop products in store 
 
• Yields of previous crops 
 
• Inputs such as fertilizers, chemicals etc. 
 
(ii) Livestock production records 
 

Such records show 
Milk production records, this shows

 



• Name or number of the cow, Date of milking, Time of milking, Total liters of milk produced, 

Remarks. 

 
Breeding records; this shows

 

 

• Identification number of sire/dam (cow), Breed of the bull or sire, breed of the cow, Heat 

period, Date of service, expected date of calving, Date calved, Number of gestations, Sex of 

the calf, Birth weight, Identification number of the calf, Next heat, Remarks 
 
Health records

 

 

• Name or identification number of the animal, Type of diseases diagnosed, Treatment given, 

Vaccination program, Date of treatment, Breed of the animal, Remarks. 
 Inventory records 
 

These records show that all assets the farmer owns and the cash value of each asset as well as cash 

at hand and in the bank. Such records are usually made at the beginning of the financial year 

(opening valuation) and at the end of the financial year (closing valuation). Farm assets that are 

usually indicated in the inventory record includes the following. 

• Land, Crops in the field, Buildings, Machinery and equipment, Animals, Inputs in store 

(e.g. drugs, fertilizers, seeds for planting, livestock feeds, etc.), Store products for sale such 

as crop harvests. 

 

The assets should be valued basing on the current market prices. The inventory record enables 

the farmer to estimate or workout the net worth for the farm. 

Identification records; this show information on the animals with their tag number, 

identification marks. 
 

Financial records. These show the; Profits, losses, daily income, total sales. 

 

Feeding records; These show the amount of feeds given to animals in a specified period of 

time. 

 

      Farm accounts; These include financial documents, financial books and financial   

statements. 

a) Financial documents are invoices, receipts, delivery notes, purchase order and 

statements. 

Invoice; this is issued to the farmer when he orders for farm inputs and it shows the quantity, 

price and cost of delivered goods. 

Receipt; it’s a financial document issued by the seller to the buyer as a proof that the items 

bought have been paid for. 

Delivery note; it is prepared by the seller to the buyer showing the items included in the 

order and supplied to the buyer. 

Purchase order; this is prepared by the buyer to the seller on the goods he wants to obtain.  

Statement; this is a bull showing details of various orders over a period of time after 

receiving several supplies. 

 



b) Financial books are inventories and cash books. 

• Inventory; this is where a farmer records everything he owns on the farm. 

• Cash book; this shows the receipts and expenses on the farm over a specified period. 

 

A simple cash book 

Date Amount of 

income 

particulars 

Amount of 

payment received 

Amount of 

payment made 

07/04/2021 100 trays of eggs 

sold @ 10,000 

1,000,000= ……………… 

09/04/2021 10 bags of feed 

purchased 

………………….. 250,000= 

Total  1,000,000= 250,000= 

 

c) Financial statements; these are records that show the financial status of the enterprise. 

They include; 

• Balance sheets 

• Trading or profit and account. 

• Budget. 

 

TRADING ACCOUNT/PROFIT AND LOSS ACCOUNT 
 

It is a projection of sales and receipts against purchase and expenses to determine the profit or 

loss of the business. This is a farm record which shows all transactions carried out by the farmer 

throughout the financial year. 
 

Major features of a profit and loss account or trading account/Kind of information that is 

contained in a profit and loss account 
 
i) Title. showing the names of the owner of the farm and the duration. e.g. a profit and loss 

account for Mr. Kato’s farm for the year ending 31st December, 2012  
 
ii) Purchases and expenses. A list of commodities and services spent on. They are entered on the 

left hand side. 
 
iii) Sales and receipts. a list of commodities offered by the farm that generate earnings. They are 

entered on the right hand side 
 
iv) Total expenses and total receipts are indicated below the lists of expenses and receipts 

respectively. 
 
v) Opening valuation, this refers to the value of all the items that a farmer has at the beginning of 

the year. It is entered under purchases and expenditure column. This is because it is assumed 

that if the farmer had to buy the farm at the beginning of the year, that would be his expenditure. 

vi) Closing valuation; This refers to the value of the farm at the end of the year. It is entered on 

the sales and receipt side. This is because if the farmer sold off the farm at the end of the 

year, that is the amount of money that he would receive. 



 
vii) There is a net loss or a net profit. A net profit is obtained when the value of sales and receipts 

exceed the purchases and expenditure. 
 
viii) A net loss is got when the value of purchases and expenditure is greater that sales and 

receipts. 
 
ix) A net profit appears under purchases and expenditure side while a net loss appears on the 

sales and receipts side. An example of a trading account (profit and loss account) 

 

A TRADING ACCOUNT/PROFIT AND LOSS ACCOUNT OF KIGUMBA INTENSIVE 

SECONDARY SCHOOL’S FARM FOR THE YEAR ENDING 31/12/2003. 

Purchases and expenses (Shs) Sales and receipts ( Shs) 
     

Opening valuation  1,250,000 Cash in hand 800,000 
     

Poultry feeds  890,500 Cash in bank 450,000 
     

Wages  600,000 Egg sales 2,550,000 
      

Pesticides  150,000 Sales of    off 650,000 

   layers   
      

Veterinary drugs  600,000 
Sale  
of poultry 120,000 

   

manur

e   
     

Depreciation of building  200,000 
Debts 
receivable 400,000 

      

Balance on loan  500.000 
Closin
g  1,800,000 

   valuation  
      

Interest on loan  50,000    
      

Rent on land  1,000,000    
      

Debts payable  100,000    
      

  5,340,500    

      
      

Net profit  1,429,500 Net loss   

Total  6,770,000   6,770,000 

      
 

 

  

 

 

 



BALANCE SHEET 
 

The balance sheet is a financial statement which shows the financial position of the farm on a 

particular date, usually the closing date of the financial year or accounting period. A farmer draws 

up a balance sheet to find out the net capital/worth or net capital deficit. A balance sheet consists 

of assets and liabilities. 

Assets and liabilities 

Assets. Are productive resources owned by the farmer such as farm structures, raw materials, 

machinery and equipment, crops, livestock and farm water supply system. 

Liabilities. Are what a business owes for goods supplied or debts incurred when running the 

farm including bank loans, bank overdrafts, depreciation (the loss of value of a commodity with 

time). 
 

An asset consists of a list of value of all items the farm possesses while liabilities are all that the 

farm has to pay to other people. 
 

When the value of assets is greater than that of liabilities, the farm is said to solvent. When the 

value of liabilities exceeds that of assets, the farm is said to be insolvent or bankrupt. 
 

Assets cab be classified into fixed assets and current or variable assets. Fixed assets are those 

items that are permanent and can be used over several accounting years/ periods. They include 

breeding stock, permanent crops, machinery and equipment and farm buildings. 

 

Current assets are those used up in a short time, usually one financial year. They included cash in 

hand and in bank, money that the farmer hopes to receive from goods sold but not yet paid for 

(debts receivable), inputs in store, animals for slaughter and short term crops. Assets are usually 

entered on the right hand side. 
 
Liabilities 
 

They are classified into long term liabilities and short time liabilities (current liabilities). Long 

term liabilities are those debts that are to be paid for a long period, usually five years and above. 

They included loans for setting up permanent farm structures like buildings and fences, buying 

land and setting up an irrigation system. 
 
Current liabilities are those debts that are to be repaid within a period of one accounting year. 
 

Examples include cash or inputs obtained on credit, interest on loan and salaries for labourers. 
 

Liabilities are entered on the left hand side of the balance. 

 

 

 

 

 



Example of a balance sheet  
 

 

Liabilities (Shs) Assets (Shs) 
    

Long term liability  Fixed assets  
    

Bank overdraft 2,250,000 Land 1,200,000 
    

  Tractor and   1,800,000 

  ploughs  
    

  3 dairy cows 2,100,000  
 

 

Current liabilities  Current asset  
    

Debts payable to creditors 1,400,000 Crop   produce   in 450,000 

  store  
    

Unpaid wages 250,000 Crop in the field 750,000 
    

Interest on loan 140,000 2 heifers for sale 400,000 
    

Net capital 4,650,000 Feeds and drugs 900,000 
    

  Cash in bank 480,000 
    

  Cash in hand 250.000 
    

  Debts receivable 360,000 
    

Total 8,690,000  8,690,000 
    

 
 

Advantages of Preparing a Balance Sheet 

• Shows the financial position of the farm therefore enable farmer to negotiate for contracts. 

• Enables the farmer to acquire loans as they show the net worth of the business. 

• Helps in assessment of tax. 

• 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 and decision making as they enable the farmer to see whether the 

business is viable or not. 

• Shows a farmer’s credits in order to remember to follow them up. 

• they are a legal requirement for public companies and have to be published annually. 

 

 



        GROSS MARGIN 

 

This is the difference between total revenue and variable costs or This is the difference between 

total income obtained from a product and variable costs incurred in the production of that 

product. 
 

Gross margin = Total Revenue- Total Variable Costs 
 

Gross margin is usually calculated basing on a hectare of land so as to enable a comparison to 

be made between different enterprises. Thus, gross margin per hectare equals total income from 

the product minus total variable costs incurred to produce the product. The enterprise that gives 

the highest gross margin is considered to have been more profitable than the others. 
 

Gross margin can also be used to find out the total profit of the farm. This is obtained by adding 

up the gross margins of all enterprises on the farm and subtracting the fixed costs. 
 
 
 

Gross margin of enterprise A 
 

 

Gross margin of enterprise B = Total gross margin 
 

 

Gross margin of enterprise C 
 

 

Total gross margin – Fixed costs = Profit 

Example 
 

(i) Calculate the total variable costs of cotton and maize from the data given 

 

 Cotton  Maize 
      

Ploughing  50,000/= Ploughing  50,000/= 
      

Seeds  5,000/= Seeds  20,000/= 
      

Weeding  70,000/= Weeding  30,000/= 
      

Pesticides  20,000/= Pesticides  10,000/= 
      

Picking  10,000/= Shelling  5,000/= 
      

Transport  5,000/= Transport  10,000/= 
      

Total  160,000/= Total  125,000/= 
      

      

      



 

(ii) Calculate the gross margin for cotton and maize 

Cotton: Total revenue – Total variable costs 

 
 

 = 210,000/= 

Total variable costs = 160,000/= 

Gross margin = 210,000/= - 160,000/= 

 = 50,000/= 
 
 
 

 

= 400,000/= 
 

Total variable costs= 125,000/= 
 

 

= 275,000/= 
 
(iii) Giving a reason suggest which of the two crops the farmer should 

grow. He would grow maize is more profitable/high returns. 
 

Functions of gross margin 
 

i) Helps in calculating profitability of the farm 
 
ii) It shows the financial position of the farm 
 
iii) In cooperative farming it helps in sharing profits and loses 
 
iv) It helps in comparing performance of different farm enterprises and this helps a farmer in 

making a better choice of viable enterprise 
 
v) It helps to know whether farm plans are being implemented correctly 
 
vi) Helps when in settlement of an estate in case the farmer dies. 

 

vii) helps to find out the most profitable enterprise on the farm.  
 
 
 

FARM BUDGETING 
 

It is a plan of action showing the amount of money hoped to be spent and the expected income 

from an enterprise to be under taken on the farm. The budget should set out. 
 

i) What to produce. 
 
ii) How much to produce. 
 
iii) How much resources will be required for production? 
 



iv) Expected costs. 

v) Expected returns. 
 
vi) Expected profit or loss. 

 

Advantages/Functions of the budget to a farmer 
 

a) It helps a farmer to forecast profits or foresee losses. 
 
b) It is used in decision making when comparing alternative projects are to be undertaken. 
 
c) It helps the farmer to control production on the farm. 
 
d) It assists the farmer in making effective changes in organization. 
 
e) It assists farmers to estimate the required production resources, in term s of labour, capital, 

fertilizers, feeds e.tc 
 
f) promotes coordination among the managers who execute the activities of the farm 
 
g) Provides a basis for performance appraisal 
 

 

Problems in making a budget 
 

1) Supplementary or complementary enterprises which could be produced without too much 

added costs may not be recognized by the farmer 
 
2) The farmer may not have much imagination 
 
3) There may be lack of technical information so unused resources may not be recognized 
 
4) It is important that the farmer’s interest in optimizing returns is sustained. 
 

Types of budget 
 

Partial budget 
 

This type of budget is used in planning a small or minor change on to farm. It requires estimates 

of the extra costs and the returns expected from such a change. This is relatively simple budget, 

unless it involves shifting from one type of enterprise to another. 
 

Complete budget 
 

This type of budget is made when a complete reorganization of the farm business, involving change 

in enterprise, e. g from crop growing to rearing of livestock, or when a program for an entirely 

new farm is planned. It involves costing all fixed and variable costs, as well as returns expected. 

This implies that initially the profitability of the venture will have been established. Complete 

budgets should give an estimate of the next farm income left, after expenses. This net farm income 

would be the operator’s reward for his lab our, risk bearing, and management skills. 



 
The limitations should be identified like scarce capital, efficiency or organization, soil, fertility 

etc. 
 

Steps in making complete budget 
 

(a) State objectives of the business 
 
(b) List all available resources. 
 
(c) Estimate the hectare against livestock to determine the stocking rate. 
 
(d) Estimate the physical inputs (e.g. fertilizers) and outputs. 
 
(e) Work out an estimate of fixed costs such as rent and interest on borrowed capital 
 

(h) The factor and product costs should be estimated as well cost of labour, management, and 
 
etc. 
 
(g) Finally, the expected profit should be worked out. 
 

Uses of complete budget 
 

(i) To obtain an estimate of the future capital requirements of the farm business. The capital 

includes farm machinery, buildings and cash. 
 
(ii) To accurately estimate the profitability of a business, taking into account appreciation of say, 

livestock, or depreciation of assets. 
 

Sources of information relevant for making a budget (Aids to budgeting) 
 

A farmer may use some of the following information for the purpose of making a budget. 
 

Results from controlled experiments or research stations 
 

Data concerning input-output relationship 
 

Data on prices of inputs and products 
 

Farm records. 

 

EFFICIENCY STANDARDS  

 Efficiency standards are those criteria that are used to determine measure or assess the 

performance of individual enterprises on a farm or the whole farm. 

  

(i) Technical efficiency. This is the assessment of the ability of a factor of production to perform 

its job properly within the required time/physical output per unit of input. or Is the measure of 

physical out per unit input. For example; 

it’s possible for a machine to be highly efficient in technical sense but may not be economically 

efficient for the farming business. we know that it’s good to mechanize agricultural production, 

yet a new tractor mechanically sound and efficient from a technical point of view cannot be 

economically useful if the enterprise is not large enough to make sufficient use of such machine. 

 



(ii) Economic efficiency. This is the assessment of the economic performance of a 

farm/enterprise as a result of using a certain quantity of inputs. Is the measure of profitability of 

an enterprise. Here the costs of production are weighed against the returns obtained. 

 

 Importance of assessing the efficiency of farm  

1. To determine whether the production methods being used are the most profitable.  

2. To enable the farmers to make decisions about certain production methods/enterprises.  

3. To compare the performance of the farms business with similar one  

4. To enable a farmer to make plans for future development of his or her farm.  

 

How efficiency in farming can be improved  

1. Improved farming methods like proper land preparation, timely ploughing, spraying /weeding. 

2. Improved management by careful planning and proper utilization of land and labour. 

 3. Mechanization to increase the rate and quality of a job.  

4. Increase production by application of manure.  

5. Acquiring knowledge relevant to the farm business. 

 6. Correct enterprise combination.  

7. Keeping of appropriate records. 

8. training of farm workers. 

9. specialisation. 

10.improvement of farm management through proper planning, proper decision making and 

organizing labour. 
 
 

Agricultural production 
 

This refers to the production of crops and animals, which are of values to man. 
 

Role of agriculture in economic development 
 

i) Source of food to sustain the lives of human beings. 
 
ii) They get income from sale of products; to help in management of family affairs. 
 
iii) Source of foreign exchange this help government provide services to the people. 
 
iv) Provides market for industrial goods like fertilizers and sprayers. 
 
v) Agriculture leads to the development and improvement of infrastructure in an area. 
 
vi) Agriculture earns capital for the development of other areas in the economy. 
 
vii) Agriculture provides employment for many people in the country. 
 
viii) Source of raw materials for use in industries e.g. cotton. 
 
ix) Source of recreation. 

x) Source of revenue for the government e.g. market. 
 
xi) Source of medical products e.g. honey 

 

 

 



Why is agriculture not developed in some parts of Uganda? 

 

i) Poor breeds of animals leading to low yields. 
 
ii) Lack of improved exotic breeds which are expensive. 
 
iii) Conservativeness of the farmers making them unwilling to accept modern farming methods. 
 
iv) Poor soils hence poor growth and yields of crops. 
 
v) Pests and diseases which destroy the crops. 
 
vi) Lack of market which discourages the farmers from farming. 
 
vii) Use of poor tools and equipment leading to low production. 
 
viii) Price fluctuation, which discourages the farmers. 
 
ix) Aridity in some parts of the country; leading to poor growth of crops. 
 
x) Cattle rustling, leading to loss of animals. 
 
xi) Lack of proper storage facilities, leading to spoilage of products. 
 
xii) Land fragmentation, leading to small sale production. 
 
xiii) Lack of processing plants, leading to sell of products in raw form fetching low prices. 
 
xiv) Perishability of agricultural products leading to spoilage. 
 

Characteristics of agricultural production 
 

1. Most agricultural products are seasonal; being excess just after harvest time and scarce 

towards harvest. 
 
2. Agricultural products are bulky; and therefore difficult to store and transport. e.g. are not 

easy to store when in large quantities. 
 
3. Agricultural produce is generally perishable and cannot be kept for long e.g. tomatoes, 

vegetables, milk, meat, etc. 
 
4. Most of the crops are produced by small-scale peasants. E.g.in Uganda, for instance all the 

cotton and coffee is produced by peasants. 
 
5. There is stiff competition between some agricultural products e.g. cotton, hides with 

synthetics products e.g. nylon, polyester, synthetic leather etc. for the market. 
 
6. The demand for agricultural products in the market is inelastic. That is, a change in price 

does not influence their demand very much. 

7. It is very difficult to fully control the output of agricultural products because of other factors 

that cannot easily be controlled by the farmers e.g. weather, conditions, pests, disease attacks 

etc. 
 



8. Most of agricultural enterprises have long gestation period e.g. coffee, tea and cocoa. 
 

 

Agricultural research stations and training centres 

Research stations carry out the following 
 
1. Development of new crop varieties through breeding 
 
2. Improve the existing crop varieties 
 
3. Testing of new varieties to determine how they perform in local conditions and certification 

of seeds 
 
4. Comparing two or more varieties to compare their performance in a particular environment. 
 
5. Soil testing and determination of optimum fertilizer requirement 
 
6. Finding the best methods of protecting crops against pests, diseases and weeds 
 
7. Testing chemicals for use with crops and animals 
 
8. Improving livestock through breeding 
 
9. Finding ways of preventing and treating diseases in farm animals and crops 
 
10. Testing new machinery to observe its performance in new local conditions 
 
11. Developing of new farming machines 
 
12. Finding ways of reducing crop losses e.g.  through preservation 
 

All the information from the research centres reaches the farmers through extension agents. 

 

Ways through which extension workers disseminate or pass on the information from 

research centres to the farmers. 
 

1. Use of demonstrations 
 
2. Group talks 
 
3. Meetings 
 
4. Film shows 
 
5. Personal contact 
 
6. Radios 
 
7. Televisions 
 
8. Outdoor posters 
 

Examples of research stations in Uganda 
 

1. Namulonge 
 
2. Kawanda 
 
3. Kabanyolo 
 



4. Serere 
 
5. Namalere agricultural research station for agricultural mechanization 
 
6. Entebbe animal breeding Centre. 

 

CHOICE AND COMBINATION OF FARM ENTERPRISES 
 

In choosing combination of farm enterprises the following factors are considered 
 

1. Weather and climate; favourable temperature and adequate rainfall encourage growing of 

crops for human consumption and pastures for livestock rearing. 
 
2. Soil factors; the soil should be fertile in order to support farming. 
 
3. Topography; this is considered while constructing buildings e.g. poultry unit, farm stores etc. 
 
4. Pests and diseases; crops which are highly attacked by pests and diseases are less productive 

hence farmers ignore them when choosing crops to grow. 
 
5. Producer objectives; business orientated farmers grow crops and rear those animals which are 

highly profitable. 
 
6. Market; many farmers’ choice enterprises whose products are on high demand. 
 
7. Price; farmers will grow crops that attract high prices in the market. 

 

8. Social factors; some communities take up production of certain enterprises because of their 

cultural background e.g. the Bahima and Karamojong are basically cattle keepers 
 
9. Religious factors; some religious beliefs may prevent some farmers from engaging in certain 

enterprises e.g. a community of Muslims may not take up pig rearing. 
 
10. Government policy; the government may discourage farmers from engaging in certain 

enterprises e.g. marijuana growing. 
 
11. Availability of labour/labour intensity; farmers take up those enterprises whose labour 

requirements are affordable to them. 
 
12. Availability of inputs/seeds/fertilizers/chemicals; farmers tend to engage in enterprises where 

they can easily get the required in puts. 
 
13. The level of technology or skill required; farmers will always engage in enterprises where 

they have the required skills and expertise. 
 
14. Size of the land; farmers will take up only those enterprises which can be accommodated in 

the size of the land they have. 
 
15. The gestation period of the enterprise; enterprises with a short production period are 

preferred to those with long gestation period. 
 



16. Availability of capital; farmers invest in those enterprises which are within their capital 

range. 
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