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Founding credit decision occurs as a distinct moment before the stage of 
credit approval. The important elements in founding credit decision that 
banks take into consideration are the following: credit negotiation, 
solicitor’s conduct, submitting the documents required by the bank, 
evaluation of customer’s solvency, and analysis of non-financial factors. 
These elements do not have a limiting character and they can be extended 
according to the type of credit, nature and the specific of the soliciting 
agricultural customer. 
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In the process of agricultural crediting, as with any type of crediting 

activities, there are five distinct stages, namely: credit solicitation, analysis 
and evaluation of credit, credit approval, giving and reimbursement of 
credit. Commercial banks, in each of these stages, perform a series of 
banking operations assuming responsibilities and obligations the same as the 
credit soliciting agricultural customer. The approach to credit operations 
depending on each of the five stages is extremely important in the banking 
practice because it permits a separation of responsibilities and obligations 
that both the bank and the soliciting customer have to take on. 

These responsibilities and obligations are to be found in the credit 
contract as well as in the documents that are at the basis of the credit 
granting process (credit request, reimbursement period, cash flow, 
declarations of the agricultural customer’s sole responsibility, etc.). 

The separation of the five stages in the process of credit granting for 
agriculture is important in the banking process for the efficient management 
of credits granted by the bank for agriculture. 

The decisive moments in the process of credit operations are: 
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- founding credit decision; 
- efficient management  of the granted credits by the bank for 

the agricultural customers. 
Successful process of credit operations and efficient bank 

performance depend on the professionalism with which the two dimensions 
are managed. Founding credit decision appears as a distinct moment before 
the stage of credit approval, namely the third of the four stages in the credit 
granting process. 

When founding credit decisions for agriculture the commercial 
banks take into consideration the following aspects: 

- credit negotiation and the justification of the necessity and the 
opportunity of the credit by the soliciting agricultural customer; 

- manifested conduct principles during negotiations for obtaining a 
credit by the representative of the agricultural exploitation; 

- submitting in due time all the documents required by the bank for 
the analysis of credit granting. These documents have to be submitted at the 
exact dates and in conditions specified by the bank. 

- results of the financial and economic analysis of the customer’s 
activity; 

- vocation for credit of the agricultural customer as a result of the 
evaluation of its solvency; 

- analysis of the possibilities of capitalisation of agricultural 
production and obtaining the necessary income to reimburse the credit and 
accrued interest; 

- analysis of non-financial factors that influence the activity of the 
soliciting agricultural customer. These factors influence the customer’s 
capacity to reimburse the credit at maturity and to have an efficient 
management of its own activity. 

These aspects considered by the commercial banks when founding 
credit decision take various forms and particularities depending on the 
specific of the agricultural activities and the juridical quality of the soliciting 
agricultural client. 

The elements envisaged by the banks when founding credit decision 
in agriculture are shown in figure 1. 
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Figure 1. Founding credit decision 

 
The most important elements when founding credit decision is taken 

into consideration are the following: 
1.  Credit negotiation, a stage in which the credit need and the 

maximum credit volume to be granted to the solicitor are evaluated. 
Commercial banks establish the maximum volume of credits that can be 
granted to an agricultural customer, this volume being determined within the 
maximum credit percentage envisaged by the norms specified by each bank. 
This maximum credit value is established based on reimbursement 
possibilities as well as on the possibility to pay the monthly accrued interest, 
as well as on guarantees and warranties accepted by the bank. 

Commercial banks evaluate the maximum credit volume that can be 
negotiated with the agricultural client according to specific methodologies, 
considering the category of credit, the solicitor’s solvency group, domain of 
activity (vegetal production or animal production, providing agricultural 
services, etc) and the object of credit.  After determining the maximum 
credit volume and cash flow, the bank establishes a diagram of credit 
reimbursement and the payment of accrued interest. 

At the stage of credit negotiation commercial banks negotiate with 
agricultural clients the following: 

- the credit volume that can be granted; 
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- the period of credit granting and the reimbursement deadline; 
- intermediate maturity reimbursement and interest rate; 
- accrued interest and appropriate commissions; 
- adjournment period for long term loans for agricultural 

investments 
The object and dimensions of negotiation are adapted to the specific 

and the particularities of the activities of the agricultural customer soliciting 
credits. 

2. Principles of solicitor’s conduct, manifested during credit 
negotiations by the representative of the agricultural exploitation that 
solicits the credit. Commercial banks are generally up to date with the 
economic conditions of various activity sectors, especially agriculture. They 
can intermediate relations between different clients or providers and can 
contribute to the ensuring of solvability of the credited agricultural farm. 

In founding credit decision the considered conduct principles are the 
following: 

- accurate presentation of financial necessities of the agricultural 
farm, so that the support of the bank to be efficient and adapted to the needs 
of the farm; 

- transparency and cooperation with the bank in examining the 
financial previsions of the agricultural farm; 

- accurate report of data and information by the agricultural 
customer; 

- inviting the bank representative at the premises of the farm to be 
knowledgeable about its activity; 

- maintaining good cooperation relationship with the bank as it is 
the most appropriate advisor and is interested in obtaining best results by the 
credited agricultural customer; 

Commercial banks provide consultancy and expert financial 
counselling for the credited agricultural clients. 

3. Submitting documents solicited by the bank, represents another 
important moment in founding credit decision in agriculture. Documents 
should be submitted according to the conditions and terms specified by the 
bank with presentation of data and information necessary for processing the 
credit granting. Generally, commercial banks require that agricultural 
customer’s credit application to be supplemented with the following 
documents: 
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- company status, matriculation certificate and all the documents 
attesting the juridical situation and quality of the solicitor; 

- accounting documents (balance sheet, clearance balance, income 
budgets, costs); 

-  cash flow during the credit period; 
- documents attesting the ownership of goods proposed as guarantees 

for the credit and possible evaluation of these; 
- centraliser of technological specifications; 
- situation of reserves and a diagram of their use and sale, when 

credits are solicited for constituting seasonal reserves for agricultural and 
alimentary products destined for own consumption or sale for the next 
period; 

- other documents according to the nature of solicitor customer’s 
activity (authorisations, legal acknowledgement, insurance policies, letters 
of credit, etc.) 

4. Evaluation of customer’s solvency represents the analysis of the 
financing bank considering the customer’s capacity to pay its debts. 
Generally, the analysed solvency indicators represent risk indicators for 
commercial banks referring to: 

- immediate and actual solvency of the agricultural client; 
- its solvability;  
- the extent of general and financial debt; 
- economic and financial profitableness;  
These main indicators calculated by the commercial banks to 

evaluate the solvency of the agricultural customer that solicit credits lay at 
the basis of founding credit decision taken by the bank. 

5. Analysis of non-financial factors represents another important 
element in founding credit decision for agriculture. These non-financial 
factors can be internal or external. 

Internal non-financial factors refer to the following: 
- the nature and specific of agricultural customer’s activity; 
- the strategy and modality of its accomplishment; 
- the management of agricultural farm’s activity and the quality of 

information system; 
External non-financial factors refer to the following: 
- the impact of legislation and macroeconomic factors upon the 

activity of agricultural client; 
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- geographical position and dependence on providing sources and 
markets; 

- transportation and access ways used by the agricultural 
exploitation, etc. 

These five important aspects (mentioned above) that banks take into 
consideration in the analysis and founding credit decision in agriculture do 
not have a limiting character. They can be extended according to type of 
credit and nature and specific of the agricultural soliciting customer. 

Founding credit decision in agriculture, as a decisive moment in the 
process of credit operations, implies careful analysis, laborious and complex 
evaluation as well as great responsibilities of the commercial banks. 
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