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The dimensions of bank risks in crediting agriculture can be analyzed 
starting from the stages of the unfolding of the crediting process, stages 
that lead to an estimate of the actual risk and the prospective risk. These 
bank risks can be propelled by liberal or hazardous bank practices, by the 
risks manifested in agricultural activity, especially agricultural 
production, and the elements that lead to a non-performing agriculture. 
Bank risks in crediting agriculture impose upon commercial banks the 
high quality management of these risks and the selection of complex 
insurance products, specific for agriculture. 
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Crediting agriculture, like any other banking activity, means a 
certain risk. The risk is permanent in any business, and mainly in the 
activity of farms, the risk being produced or not, depending on the created 
conditions. 
 The crediting risk, as an element of general bank risk, can be defined 
as a phenomenon appearing during the unfolding of the bank crediting 
operations and it produces negative effects upon the entire bank activity. 
These negative effects upon the bank refer to the deterioration of the 
business quality, the portfolio quality for credits and the diminishing of 
profit or even loss, which in turn may lead to the disfunctionality of the 
bank. 
 Bank risks for crediting, which are assumed during their activity, 
may be regarded under three aspects, namely: 

- the assuming by the bank of the non-reimbursing risk for the loan 
given to the client; 
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- the risk of the credited business; 
- the risk of client bankruptcy. 
The banks follow permanently the risk quantification, especially when 

giving credits to economic sectors with high risk exposure, like agriculture. 
 The crediting risk, as an important element of bank risks, and its 
three dimensions, are as in the figure that follows: 

     
       
 

 
      

 
 
 
       
        
 
 
 

Figure 1: The dimensions of bank crediting risk 

For banks it is extremely important to identify risks in all the five 
stages of the unfolding of the crediting process, namely in the stage of 
request, analysis, approval, giving and reimbursing credits, because each of 
the stages has specific risks. All these risks can be regarded as components 
of the crediting risk. For instance in the stage of approving credit one can 
identify elements of the crediting risk, the legal risk and the credit approval 
competency risk. The legal risk refers to the risk assumed by the bank in the 
process of legal instrumentation for the client’s approval file. The 
competency risk in approving the credit refers to the volume of the 
approved credit and its framing within the competency limits in approving 
for the territorial bank unit. 
 For the reducing and efficient management of risks in crediting 
agriculture the banks analyze the following elements: 
- the financial performances of the credited client; 
- the prognosis of future performances for the period that follows until 
fully reimbursing the loan; 
- the preservation modality, the quality and structure of guarantees on the 
part of insurance towards the bank; 
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- the use and management of the given credit; 
- the constitution of resources for reimbursing the credit and the payment 
of incurred rates; 
- the evolution and influences of the external competitive environment on 
the credited client; 
- the investment policy for the farm and its technical progress; 
- the insurance contracts for taking over the specific risk in agricultural 
activities with the aid of insurance companies; 
- the rights from insurance payments in favor of the commercial banks; 
- the access to specific information in agriculture; 
- the way of implementing new things and the novelty elements in the 
activity of the farm. 

Crediting represents the activity with the highest degree of risk 
within bank activities. Agriculture is the sector with the highest risk among 
all economic sectors. So one may conclude that the risk in crediting 
agriculture (and agricultural exploits respectively) is a major risk which is 
assumed by any commercial bank employed in crediting agricultural activity 
and especially agriculture production. 

The dimensions of bank risks in crediting agriculture can be 
analyzed starting with the stages of the unfolding of the crediting risks. This 
approach presumes the reconsideration of the crediting risk in agriculture in 
the sense of estimating an actual risk and a prospective risk. The actual 
crediting risk can be found in the stages of request, analysis, approval and 
giving the credit, namely in the first four stages of the crediting process, and 
the prospective risk can be found in the reimbursing stage, meaning the last 
stage of the unfolding of the crediting process, a stage considered to be the 
most important and with major financial consequences for the bank. The 
risk in crediting agriculture, a component and dominant element in the bank 
risk can also be propelled by liberal or hazardous bank practices, such as: 
- over-crediting; 
- adopting liberal practices; in giving credits; 
- promoting exceptions from the fundamenting of loans, namely a 
superficial analysis of the financial situation for the credited client; 
- the insufficient analysis and deepening of the solicited guarantees; 
- the giving of credits on political and clientele criteria and not on the basis 
of the bonity analysis of the soliciting client. 
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All these bank practices may lead to or may constitute causes of 
bank bankruptcy. 

The dimensioning of bank risks in crediting agriculture is also given 
by the specific and peculiarities of the risks manifested in the activity of 
agricultural exploits, namely the agriculture production. Generally farms are 
confronted with risks determined by natural factors, risks produced by 
conjectural factors and risks generated by the perishable character of the 
agriculture products. 

The risks determined by the natural factors affect the level of 
outcome per hectare, the seasonality of production and the quality of 
agriculture products. 

The risks produced by conjectural factors influence the rapport 
between the request and offer of agriculture products on the market, the 
organization of marketing networks, the viability and economic strength of 
firms dealing with the commerce of agricultural products, the purchasing 
power of consumers, etc. 

The risks generated by the perishable character of agricultural 
products as manifested on the depreciation of quantity and quality for 
agriculture products if the interval between the reaping of products and their 
marketing is not reduced to a minimum. 

The risk generated by the perishable character of agriculture 
products is manifested in two directions: 
- one part of the products depreciate and can not be marketed any longer; 
- in order to counter-balance the loss generated by the perishable character 
the producer reduces the price in order to increase sales. 

The dimensioning of risks in agriculture which influences and 
propels the bank risk in crediting agriculture are the following (figure 2): 
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Figure 2: Risks in agriculture 

 
Form the figure above one can observe that all the three categories 

of risks in agriculture eventually affect the selling of the agriculture 
production. The stage of selling the agriculture production represents the 
final stage of the production process in agriculture, a stage in which the 
income is obtained and also the financial results. The level of income 
obtained through the selling of agriculture products and the financial results 
directly influence the capacity of the agriculture customer to reimburse 
credits requested from the bank. But the risk of not reimbursing the loan or 
the requested credit represents one of the components of the bank risk 
(Figure 1). In conclusion one might say that risks in agriculture generate and 
propel the bank risk in crediting agriculture. 
 In literature there are various approaches of the risks at which 
agricultural exploits are submitted. These approaches refer to the 
classification of risks depending upon the climatic factors, legal factors or 
regulation factors, and also the delineation of risks in two categories: 
commercial risks and non commercial risks. In my opinion the elements 
leading to a lack of performance in agriculture in our country also presents 
elements of risk in crediting agriculture. These are: 
- the excessive division of lands; 
- the dimensioning conditions of family farms; 
- the age and educational traits of the people managing the majority of 
farms; 
- the degree of perceiving and accepting novelties; 



FACULTATEA DE MANAGEMENT AGRICOL 

- the insufficiency of income, which does not allow for adequate 
technology; 
- the risks at which agricultural producers are subjected; 
- the pressure on the part of the natural and economic environment. 

All these risk elements manifested in the activity of farms make 
banks have a high prudence in giving credits for this sector and to the 
request of excessive insurance. This fact leads to the restraining of access 
for agriculture clients to bank credits. The dimensioning of bank risks in 
crediting agriculture is also influenced by the maladapting or slow response 
of the banks to actual economic conditions, which are permanently changing 
in the business, economic and social Romanian environment. In order to 
reduce the economic and financial risk to a minimum agricultural exploits 
must develop agricultural activities in an integrated system (plant 
production, animals, manufacturing, industrialization and selling of 
agriculture products). The food integration represents also the central 
element on the process of forming of a performing food industry. The 
dimension of bank risks in crediting agriculture imposes upon the 
commercial banks the high management of these and the selection of 
complex insurance products, specific for agriculture, which to cover the 
operational risks continually diversifying. The commercial banks have in 
view the efficient management of the entire risk portfolio with which they 
are confronted. 
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