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I N T R O D U C T I O N  

We often claim to measure “income” but we aren’t always clear about what specifically we are 

measuring.  There are a variety of ways to measure income. In fact, most of the income measurements used 

are related and are built upon the same handful of components. But we often have a preference for only one 

approach, or don’t know the best situations for different measures. The “best” measurement depends upon the 

circumstances and exactly what activities are being evaluated. Understanding how they are related will help 

us become stronger at measuring income. It will also facilitate communications used across projects by using 

terms more precise than “income.”    

This paper contains the following 

• A brief explanation of how income can be broken into a handful of components,  

• A table of different income-related indicators,  

• Supporting description and discussion for each of the indicators   

The table and supporting description of indicators are meant to be a reference for choosing indicators 

when designing projects and logical frameworks.  Additionally, it is hoped that this document will help people 

better understand the measurement of income and create clarity when people discuss different income 

measures. 

Many of these income indicators can be used for general economic development projects as well. But, this 

paper addresses some of the variables that are specifically important to agriculture and uses examples based 

upon agricultural programming. The hope is that the indicators will be more easily understood and used if 

presented in a focused context.  
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As simple as… 

In its simplest analysis, economic activity is someone using inputs (be it land and seeds, cloth and a sewing 

machine…) and labor (their own, plus family or hired help) to produce a commodity, and then selling that 

commodity. They are paid for their labor if the price they receive is higher than their initial investment in 

purchasing inputs.  

When this is broken down into an “enterprise budget” (below), we see that there are cash inflows 

(revenues) from sales and cash outflows (expenses) to pay costs such as hired labor or material inputs. The cash 

inflows can increase for two reasons: 1) Increased volume through producing or selling more1 or 2) increased 

value of the product, resulting in a higher price. Income can also increase a third way; by decreasing the 

amount of money flowing out, or the expenses. So, increased income can happen for three reasons. 

• Produce/ Sell more 

• Receive a Higher Price 

• Decrease expenses2 

 

Sample Enterprise Budget 

Item Unit Number of Units Price per unit ($) Total ($) 

Revenue:    $ 495 

Potato Kg 600 0.24 144 

Ginger Kg 1300 0.27 351 

Expenses:    $ 217 

Land Preparation 

(Labor) 
Day 3 2 6 

Seeds(Potato) Kg 150 0.20 30 

Seeds (Ginger) Kg 250 0.30 75 

Planting (Labor) Day 4 2 8 

Fertilizer/ Pest 

Control 
Bag 5 1 5 

Harvest Labor Day 12 2 24 

Packing Materials Lump - - 7 

Transportation Kg 1900 .01 19 

Land Rent Acre/ Year .2 175 35 

Taxes Acre/ Year .2 40 8 

Profit (Revenue – 
Expenses) 

   $ 278 

                                                 
1 In situations where production is consumed at home, family income can increase through higher production, 

whether it is sold or not. For commercial production, increased production can only increase financial income if 

it is sold. There are also situations, such as increased market access, where increased sales can occur without 

an increase in production. 
2 There are situations where someone can have higher expenses associated with making a higher quality 

product, but still increase their income through higher revenue (which offsets the increase in expenditure). 
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C O M P O N E N T S  

Quantity 

Produced 

Quantity Sold Price (per unit) Amount of Land 

Cultivated 

Expenses* 

A B C D E 

In order to start measuring and calculating income, one must first gather data on a few key components. 

Within the development context, production must be broken down into quantity produced (A) and quantity 

sold (B) because for many producers (especially subsistence farmers), the amount that they grow and 

consume is as important as the amount that they grow and sell. Data on price (C) must be gathered to see the 

value of their product3. The amount of land cultivated (C) will also impact production and must also be 

collected to calculate some of the indicators below. The last component to track is cash outflow, or expenses, 

which is more difficult to measure and will be further discussed below.  Each of these components is discussed 

in more detail on page 4. 

I N D I C A T O R S  

For a more in depth description of each indicator, including examples of when they are the most 

appropriate, please refer to the page listed in the last column.  

Name Formula Times to use 
Expect 
change in… 

Page 

Yield 
Production / 

Land 

(A / D) 

• In order to measure efficiency (productivity) 

• When much of the production will be consumed in the 

household   

• Barter economies or production for household consumption  

• When change is expected in both amount produced and land 

cultivated, but the objective is only to change production 

• In conjunction with other income indicators to isolate changes 

in production 

A, D- change in D 

not part of 

objective 
5 

Value of 
Production 

Production x 

Price 

(A x C) 

• To express increases in production in monetary terms 

• To capture the impact of price (whether the total production 

will be sold or not)  

• Barter economies or production for household consumption  

A  5 

Sales 
(Revenue) 

Quantity Sold x 

Price 

(B x C) 

• When most of the production is sold 

• Cash crops (or other businesses) 

• When you expect to have an impact on more than one factor 

(Production, Quantity Sold, Price) 

• When working across many sub-sectors 

• When gathering expenses is not feasible 

A, B and/or C 6 

Profit 
Sales – Expenses  

(B x C) - E 

• When most of the production is sold 

• Cash crops (or other businesses) 

• When you expect to have an impact on multiple factors 

(Production, Quantity Sold, Price, Expenses) 

• When working across many sub-sectors 

and 

• When gathering expenses is feasible 

• When working on inputs 

• When you want to capture the impact of vouchers, business 

training, 
• When you want to promote understanding among 

beneficiaries of how to calculate profit 

A, B, C and/or E 7 

                                                 
3 Price, whether monetary or non-monetary as in a barter transaction, reflects what someone else is willing to 

give up in order to obtain the product, and thus represents the value. 
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M O R E  O N  E A C H  O F  T H E  C O M P O N E N T S  
Quantity Produced can increase because of many factors, including better seeds, better agricultural 

techniques, decreased crop loss, and more land planted with the crop. Mercy Corps programs work on many 

of these aspects. But for any given project, we want to be able to separate the aspects we are working on 

(high quality seeds, improved agricultural techniques) from those that are not intended project impacts (such 

as more land being planted).  

Generally, an increase in quantity sold comes from an increase in production. There are some cases where 

farmers grow enough, but can’t access markets. In this case, there can be an increase in quantity sold without 

an increase in quantity produced. If the household sells any of its production, you will want to make sure that 

you gather quantity sold (along with quantity produced).   

Prices change frequently, and can result from improved product quality, better marketing practices, or 

fluctuation within the market. It is important to gather both the “farm-gate” price and market price in order to 

control for market fluctuations. The “farm-gate” price can be gathered directly from farmers, and the market 

price can be collected from a simple survey of shops or markets in the project area. It is important to account 

for market fluctuations because they are usually influenced by far too many factors for a single pr If we don’t 

differentiate between the changes that can be accredited to project interventions and changes that are 

normal market fluctuations, than we don’t really know the impact of our interventions.  

Amount of land cultivated needs to be measured because it is the only way to calculate ‘yield’ in standard 

terms - per unit of land.  Obviously, if the amount of land planted increases we would expect to see an 

increase in production, while yield per unit of land can still remain the same. But, if the intent of the project is to 

increase “productivity” (a measure of efficiency), then changes in the amount of land cultivated must be 

measured to see if the yield is increasing regardless of changes in the amount of land cultivated.  

Expenses are harder to measure than any of the other components for several reasons; there are many of 

them and they vary from project to project; we often don’t work in areas with great records keeping practices 

(or even literacy); and they take time to collect and analyze. However, if business training is part of a project’s 

intervention strategy, the time to conduct workshops, record costs and collect the data can be justified. In fact, 

knowing their own expenses can be very beneficial to a small farmer or business person and help them make 

more informed decisions. If gathering expenses and calculating profit for M&E purposes, it is strongly 

recommended that business planning is incorporated into project activities because of the benefit that this 

information can provide to our beneficiary. In terms of M&E, knowing costs can not only help us calculate profit, 

but also provide more detail to where increases in income came from. (Did most of this increased income 

come from our seed subsidies? Did the work with input suppliers reduce costs for our intended beneficiary? Are 

farmers making better decisions after the business training?)  
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M O R E  O N  E A C H  O F  T H E  I N D I C A T O R S  

The below indicators are organized according to their degree of complexity, not a prioritization of which 

indicators to use. Yield will only account for changes in production, but will not capture changes such as price 

or expenditure. Value of Production and Sales are the most commonly used indicators for “income,” and 

capture changes in both production and price. An increasing number of countries are starting to measure 

profit, which captures changes in production, price and expenses. 

Note that none of the indicators is called “income,” because they all measure income to, but to varying 

degrees. 

Yield: 

Formula: = Production / Land (A / D) 

Project activities expected to impact: Production and amount of land cultivated, but amount of land 

cultivated is not part of the objective 

Times to Use: 

• In order to measure efficiency (productivity) 

• When much of the production will be consumed in the household   

• Barter economies or production for household consumption 

• When change is expected in both the amount produced and the amount of land cultivated, but 

the objective is only to change production 

• In conjunction with other income indicators to isolate changes in production 

Yield is not often thought of as an “income” measurement, but it does measure productivity, one of the 

three ways to increase income. If most of the project interventions are aimed at increasing productivity, then 

yield is a good indicator to use either on its own or along with another indicator. Yield is measure efficiency, 

showing how productive a given piece of land can be. And it can help “control” for changes in the amount of 

land cultivated to see which increases in production are due to higher quality of production capacity (higher 

productivity) as opposed to a higher scale of production capacity (more land planted). 

Example: Seeds are given out for a fast growing variety of potato. Because of the seed distribution, more 

land is planted with potatoes this year than last year. But, the project wants to know the difference between 

last year’s production using the old seeds and this year’s production using the new seeds. By controlling for the 

amount of land planted, productivity can be measured and the new seed variety assessed.   

Value of Production: 

Formula: = Production x Price (A x C) 

Project activities expected to impact: Production only 

Times to Use: 

• To express increases in production in monetary terms 

• To capture the impact of price (whether the total production will be sold or not) 

• Barter economies or production for household consumption 

Value of Production can be thought of as the “theoretical revenue, if all of the production were sold.” The 

benefit is that it monetizes production, which facilitates comparison across commodities, geographies or 

groups. It can be very useful in barter economies or situations where most of the production is consumed at 

home because it give an approximate value of the household “earnings,” even if there is little actual sales. If a 

lot of the production is sold, and you want to capture changes in the amount that the producer was actually 

able to sell and changes in the price that the producer was able to receive, then Sales is a better indicator. 

Because Value of Production is a monetization of production, it is best to use a standard/ average price (for 

that area) across all calculations. Changing the price is likely to capture market fluctuations, which will not be 
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impacts of the project. If changes in price are part of the project, then it is important to see how much of that 

change the producer was actually able to realize through sales by using the Sales indicator. 

In rare cases, non-perishable commodities such as timber or handicrafts might be produced but not sold 

until prices rise. Value of production can show their approximate market value when sold, even if sales data 

does not exist during the project period. 

Note: Value of Production captures the total amount of production and can be distorted by a large 

increase in land cultivated. Value of Production per unit of Land can be used to look at productivity (similar to 

Yield) in monetary terms. A large increase in land planted will most likely increase production. But Mercy Corps’ 

interventions usually try to increase productivity through introducing higher quality of production techniques, 

not a higher scale of production. Dividing Value of Production by the Amount of Land Cultivated (A x C)/D) 

can isolate the change in productivity. 

Example: A project distributes several types of seeds and works on irrigation in response to a food shortage. 

Most of the production is expected to be consumed locally, either by the household that grew it or by a 

neighbor who bartered for the food. No activities are geared toward increasing sales or increasing the price 

received. Value of Production is used to facilitate comparison across crops and in areas that had different 

amounts of irrigation to see which crops grew the best. The results also factor in general market value and show 

which crops will continue to help the area develop as it moves from relieve into recovery.  

Sales (Revenue): 

Formula: = Amount Sold x Price (B x C) 

Project activities expected to impact: Production, Quantity Sold and/or Price. 

Times to Use: 

• When most of the production is sold 

• Cash crops (or other businesses) 

• When you expect to have an impact on more than one factor (Production, Quantity Sold, Price) 

• When working on multiple commodities,  

• When gathering expenses is not feasible 

Sales will capture changes in volume produced and sold and change in price, two of the three ways to 

increase “income”. Unlike Value of Production, Sales seeks to measure the amount that the producer was 

actually able to sell, not just look at the theoretical value. And, where Value of Production can use an average 

price, tracking Sales should account for changes in price.   

Even if receiving a higher price is not the intended impact of a project, the producer will be susceptible to 

fluctuations in price if they sell all or most of their production. When collecting data about sales, also ask what 

price the producer received at the time of sales. This “farm-gate” price can be different from the market price, 

and this difference can be significant. (In some instances, the comparison between farm-gate and market 

prices can be an interesting analysis in itself- to see if farmers have gained more leverage in the market.) As 

discussed on page 4, it is important to track market fluctuations to see what part of increased income can be 

attributed to the project.  

For commercial production, an increase in the amount sold is likely a direct result of an increase in the 

amount produced. In the rare cases where limits to sales are not production related, measuring the quantity 

sold can capture other changes such as access to markets or marketing skill.  

Similar to Value of Production, Sales can help compare impacts across commodities, areas or groups.  

Example: A project is working with apple farmers to increase irrigation, eradicate a disease that is stunting 

the apple trees and reduce bruising during harvest and transportation. Better irrigation and disease eradication 

are expected to increase production, while better handling is meant to increase the price. After harvest, the 

project team conducted a survey to collect data on volume of sales and prices received. Production did 

increase, but not by much. The price on the other hand increased much more than expected. The project met 

its target for an increase in sales, but the large increase in price shocked the project team. Upon looking into it, 
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the project team found that the irrigation and disease eradication made the apples slightly larger, and thus 

meet the requirements to be export grade. Following this, the project decided to also thin the flowering trees of 

their flowers to make the tree produce fewer apples, but the apples will be of a larger size because size was the 

most important factor influencing the increase in revenue.    

Profit: 

Formula: = Sales -- Expenses ((B x C) –E) 

Project activities expected to impact: Production, Quantity Sold, Price and/or Expenses. 

Times to Use: 

• When most of the production is sold 

• Cash crops (or other businesses) 

• When you expect to have an impact on multiple factors (Production, Quantity Sold, Price, Expenses) 

• When working across many sub-sectors 

and 

• When gathering expenses is feasible 

• When working on inputs 

• When you want to capture the impact of vouchers, business training, 
• When you want to promote understanding among beneficiaries of how to calculate profit 

Profit captures all three aspects that can impact income: volume of production/ sales, price and expenses. 

Similar to Sales, this tries to gather the actual changes in volume produced, sold, price and expenditure.  

Calculating profit helps to see the whole picture. Decreasing costs can be just as important as increasing 

sales in situations where market growth is stagnant or increasing production is constrained because of climate, 

land or other factors. Examples of deceased expenses include cheaper inputs, a decrease in tax, or less hired 

labor. Profit can also help show efficiency (if a farmer is able to economize because of scale), the return on an 

investment, and if a farmer is starting to make better decisions and manage their farm in a more profitable 

way.  

Similar to Sales, Profit should capture price changes in price (including fluctuations in the market which 

should be controlled for), and is recommended for commercial production. Because it captures more aspects 

than sales, it can help look at the impact of additional interventions and is recommended for value chain 

development projects which are often complex and involve multiple activities. 

Looking at the “whole picture” through profit can help both Mercy Corps and beneficiaries better 

understand the difference between crops. Some crops can have high sales figures, but low profitability 

because of the high cost of production. It is important for Mercy Corps not only to look at the value of the crop, 

but the profitability to the farmer we are trying to help. 

Example: A comprehensive value chain project is going to try to increase the incomes of farmers through 

many interventions, including disease mitigation, grading, processing, collective marketing, and improving 

value chain governance by supporting a trade association. The project hoped to increase farmers’ profit by 

15%, but achieved an average of 60%. Upon looking at the data, production stayed steady, revealing that the 

disease mitigation at least kept the disease under control. This also meant that an increase in production had 

nothing to do with the increase in income. All farmers groups that conducted grading, processing or collective 

marketing saw a large increase in price. Grading contributed to a 15% increase in price, processing 25% and 

collective marketing 20%. But these together didn’t account for all of the increase in profit. After looking at the 

data, it turned out that between lower costs for agricultural inputs and a decrease in taxes negotiated by the 

trade association, farmer’s costs dropped by 25%. It also turned out that farmers who practiced grading but not 

processing earned a higher profit. The cost data showed that the inputs needed for processing are much 

higher than the inputs for grading, and while processing still made a profit, most of the 25% earned in higher 

prices was also lost through higher costs. 
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C O N T R O L L I N G  F O R  D I F F E R E N T  F A C T O R S   

It is also possible to use the above indicators and components to control for certain changes and isolate 

the factors that a project is expected to influence.  

Land 

Just as yield offers a way to look at productivity, dividing other income indicators (value of production, sales 

or profit) by land enables a comparison of productivity of an intervention despite changes in land cultivated.  

In many cases where Mercy Corps introduces new seeds or cultivation techniques, there is likely to be a 

reduction in another crop in order to make land available for the crop that Mercy Corps is promoting. 

Measuring total income for the crop would not take into account the opportunity cost, or loss of revenue from 

not growing the other crop. Dividing by land removes this problem by looking at the income generated per unit 

of land, whether the farmer grows one acre or 50.   

Example: A farmer is growing two hectares of ginger and seven hectares of corn before a project starts, 

and then grows five hectares of ginger and four hectares of corn because of Mercy Corps’ intervention which 

distributed ginger seeds. If the total revenue from all five hectares of ginger was measured, increases in 

revenue would reflect both the improvements from better seeds and the increased production from having 

planted more land. By looking at the revenue per hectare (or other unit of land cultivated), it is possible to 

isolate the improvement from the intervention of seed distribution. Additionally, it is not necessary to calculate 

the decreases in income from the corn not planted on the two hectares, something that would have to be 

calculated if measuring total revenue for the farmer.  

Production 

Again, the three ways to increase income are through increased production, increased price, or 

decreased expenses. Whether a project is not working on production at all or wants to control for production to 

look at the impact of a specific activity, dividing by the amount produced will take production out of the 

equation and isolate the other two variables. If using sales as the income indicator (which is price times 

production), dividing by production will only give the price again. However, if using profit, dividing by the 

amount produced will show changes in price and costs. The benefit of this is that many external factors can be 

ruled out, including increased productivity because of land or other cultivation changes and deceases in 

productivity from drought or disease. These external factors are of course important to a farmer’s livelihoods 

and should be included in overall measurement of a project. But, this control will help to isolate certain 

changes and see the impact of certain interventions at the output or activity level.  

Example: A project contains a collective marketing component. Collective marketing is supposed to give 

farmers more leverage to gain a higher price, and is also expected to decrease the costs of transporting goods 

to market. The project wants to see what part of the increased profit comes from collective marketing, and 

separate this from the improved fertilizer that was distributed. 
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