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Overview of Course

At the end of the lectures on Agribusiness Managegmbe students
should be able to understand and explain the Seopeconcepts of
Agricultural Business Management, Various types @&gribusiness
organizations, Enterprise selection, Various teghes involved in
production planning and control, agribusiness slensimaking process,
government policies as they affect agricultural ibess farm growth,
and marketing management, legal organization ardstiategies, and
economics of agricultural business.

Study Unit

Modulel Meaning and Scope of Agribusiness

Unit 1 Definition of Agribusiness

Unit 2 Scope of Agribusiness

Unit 3 Agriculture, agribusiness and societal pesg
Unit 4 Why we study agribusiness

Module2  The Concept of Agribusiness M anagement

Unit 1 What is Agribusiness Management?

Unit 2 Functions of Agribusiness Management

Unit 3 Environmental Factors Affecting Managefainctions
Unit 4 Farm Management Decision

Unit 5 Types of Agricultural Business Organization

Module3  Agribusiness Organizations

Unit 1 Peculiarities of Agricultural Business Onggations

Unit 2 The Nature of Agricultural Business Orgatians

Unit 3 Factors that inform the choice Agricultur8usiness
Organization

Unit 4 Types of Agricultural Business Organization

Module4  Enterprise Selection

Unit 1 The Meaning of an Agribusiness Enterprise

Unit 2 Agribusiness Enterprises in Nigeria

Unit 3 Agribusiness Enterprise Selection Steps

Unit 4 Factors to Consider in the Selection of agriBusiness

(e.g. a Crop) Enterprise
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Agribusiness Management Information and Decision
Making

Agribusiness Management Information

Farm Management Decision:

The Agribusiness Management Decision Making
Procedure

Tools for Agribusiness Decision Making

Agribusiness Growth and Expansion

Strategies for Increased Production anésSal
Vertical Integration

Horizontal Integration

Diversification

Public Policies Affecting Agricultural Business
Development

Agricultural Policies and Agribusiness gitbw

Agricultural Research Policy

Unit Agricultural Finance and marketing s

Agricultural  Extension  Services and Manpower
Developments Policies

Unit 5: Rural Development Policy and Watesaurces

policy

Legal Organization and Tax Strategies Related to
Agribusiness M anagement

Understanding the Legal Environment of Bess
Organizations in Nigeria

Legal Matters in the Operation of Foreignn@anies in
Nigeria

Taxation in Nigeria

Tax Administration in Nigeria

Economic Principles Related to Agribusiness
M anagement

Principle of Cost

Principles of Diminishing Returns

Principles of Substitution in Choice of Ptiaes
Principles of Firm Assets Valuation and Depation
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Module10 Agribusinesses Marketing M anagement

Unit 1
Unit 2

Unit 3
Unit 4
Unit 5

The Agribusiness Marketing System

Agribusiness  Marketing  Structure, Conduct dan
Performance

Agribusiness Marketing Margin Analysis
Price Determination in Agribusiness Marketi
Marketing Mix in Agribusiness
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MODULE 1 MEANING AND SCOPE OF
AGRIBUSINESS MANAGEMENT

Unit 1 Definition of Agribusiness

Unit 2 Scope of Agribusiness

Unit 3 Agriculture, agribusiness and societal pesg
Unit 4 Why we study agribusiness

UNIT 1 DEFINITION OF AGRIBUSINESS
Unit Structure

1.1  Introduction
1.2  Learning Outcomes
1.3  Main Content
1.3.1 Perspectives to the concept Agribusiness
1.3.2 An Encompassing Definition of Agrainess
1.4  Conclusion
1.5 Summary
1.6 References/Further Readings/Web Resources
1.7 Possible Answers to Self -Assessment Exercises

@1.1 Introduction

Dear students | welcome you to Unit 1 of Module fltlds Course

AEM509 Principles of Agricultural Business Managermerhis a five

hundred level course and as such you must be famtilat agribusiness
is a large and growing segment of any particulaalreconomy. In

Nigeria, agribusiness operations need adequatenipi@nproduction

management, and marketing beyond those of convaititarming

systems. To be able to properly manage an agriessirnt is imperative
that one is acquainted with what constitutes arbaginess.

@1.2 L ear ning Outcomes
By the end of this unit, you should be able to:

. Define agribusiness
o And identify the various types of agribusinesses.
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1.3 Main Content
1.3.1 Per spectives on the concept Agribusiness

Many authors provide different perspectives on thefinition of
agribusiness. Some of these perspectives arectesfriFor instance,
Ezike et al (2009) defined agribusiness as the process by hwhic
corporate business organizations supply inputsucchase farm outputs
and process them for eventual distribution. Othefinitions are
however more far-reaching. David and Goldberg (3987 example, in
their definition, perceived agribusiness as the sotal of all operations
involved in the production of enterprises on thenfathe manufacturing,
and distribution of farm supplies and the equaliratas well as
dispersion services (such as storage, processitaydadization,
grading, pricking, transportation and distributiafYarm products.

This last definition covers all the aspects of agjture in which a
business idea may subsists and is more accommgd#tan other
definitions. It however does not touch on the outpansformation
aspect.

1.3.2 An encompassing definition of Agribusiness

Agribusiness describes all economic activities thavolve the
distribution and or transformation of the raw matsr that are from
agricultural sector and non-agricultural sector;os final products
could be used for agricultural purposes and adredalenterprises.
Agricultural business refers to a set of farm bassnand management
activities that involve the production of food, pigion of agricultural
products within and outside a country. Agricultufalisiness also
embodies wood and plant production all other foyesctivities
including fisheries.

Agribusiness can be operated at formal and nondblavels depending
on the desired goals of its originator. The chamastic of this economic
sector in Nigeria is fast-changing, especially witte current move
towards more certification of some of the compondeids of
agriculture.

Self -Assessment Exercise

1. Give the encompassing definitions of agribusir
2.0utline the dispersion services in agribusiness.

1.4 Conclusion
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We have seen in this unit that the various de@ngi provided by
individual authors do not address all the possilypes off
agribusinesses, and noted a more encompassingtidefin

Ml.S Summary

In this unit, we have learnt the following:

. the shortcomings of some definitions of agribussnes

. a more accommodating definition of agribusinesoiving all
aspect of agricultural enterprises.

o an agribusiness may be formal or informal

I ﬂﬂ .
=211 6 References/Further ReadingsWeb Resour ces

David , J. H. and R.A. Goldberg (1987). Agribusmédanagement
(2ed). New York: McGraw Hill International Edition.

Ezike, K.N.N, Nwibo, S.U. and Odoh, N.E (2009). #grsiness and
finance. Enugu, John Jacobz classic. Pp 238
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Ml.? Possible Answersto Self -Assessment Exercises

Self -Assessment Exercise 1: Give the encompassing definitions of
agribusiness.

Answer:

Agribusiness describes all economic activities timablve the
distribution and or transformation of the raw mtsr that are
from agricultural sector and non-agricultural sectehose final
products could be used for agricultural purposes$ agro-allied
enterprises.

Agricultural business refers to a set of farm bass and
management activities that involve the productioin faod,
provision of agricultural products within and oudisia country.
Agricultural business also embodies wood and ppaatiuction
all other forestry activities including fisheries.

Agribusiness can be operated at formal and nondbrevels
depending on the desired goals.

Dispersion servicesinclude storage, processing, standardizal
grading, pricking, transportation and distribujionf farm

products.

ion,
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UNIT 2 SCOPE OF AGRIBUSINESS
Unit Structure

2.1 Introduction
2.2  Learning Outcomes
2.3  Main Content
2.3.1 Sectors of Agribusiness
2.3.2 Agribusiness Employment opportesiti
2.4  Conclusion
2.5 Summary
2.6  References/Further Readings/Web Resources
2.7 Possible Answers to Self -Assessment Esesc

“':ﬁz.l INTRODUCTION

Dear students | welcome you to Unit 2 of Module fltlds Course
AEM509 Principles of Agricultural Business Managerdn the last
unit we learnt that the various definitions prowdd®y individual authors
do not address all the possible types off agritessas, and noted a
more encompassing definition. Also that agribusines a large and
diverse sector that encompasses economic actiuiodsding culturing,
processing, extracting and distribution.

In this unit you will be exposed to the Scope ofiBgsiness.

@2.2 L earning Outcomes

By the end of this unit, you should be able to:

. Identify the components of agribusiness
. Identify the diverse opportunities under each eSthcomponents
o Note strategic roles played by each segment.

2.3 Main Content
2.3. 1 Sectorsof Agribusiness

Ebong (2007) in his review of the scope of thalagriness, perceived
agricultural business as having three independsrtbss, which are the
Input sector, the Farm Production, and the Outpubduct) sector.
These sectors are discussed as follows.
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a. Input Sector: this sector deals with the conceptualization,igies

production and distribution of all resources thatve as building units
that are required to service a transformation B®ade order to achieve
one or more products. The farm firm business cowersh areas as
Agrochemical input supplies e.g fuel, fertilizeresticides, herbicides
and veterinary, feed machinery and equipment sepglig tractor wheel
barrow, spade, matches, tyres, etc., agriculturarf€ing from formal

and non-formal sources and labour supplies botledkand unskilled.

The input sector supplies agribusiness productiin the needed inputs
in the production process.

The cost of acquisition of inputs has an influeanehe financial health
of the input sector which directly impacts on thelllbeing of the
production sector in general. As inputs pricesease and farm income
remains relatively stable, producers will reduceirthutilization of the
more expensive inputs and substitute other ressurgeruts for them.
This is termed the production substitution effdor, instance, if the
more expensive inputs are machinery, farm firmg$ wske less of it and
substitute manual labour for it. This explains th@vnward-sloping
nature of the demand curve for tractors of agnizaltproduction.

b. Farm Production Sector: the farm production sector of agribusiness
covers such areas as the aquaculture, forestry production and
livestock where the physical transformation of famputs to outputs
takes place. As this sector grows in size, levauifand efficiency, the
other sector of agribusiness are affected. Theesscaf this sector has a
vital and direct impact on the financial standted tnput supply and the
product sectors of the agribusiness.

The increase in the scale of production leads teernbthe output being
made available to the product sector for onwardcgssing and
distribution. As farm prices remain fairly stablexpenses increase,
pressure is exerted on farm, firms and rancheishpyove efficiency.
Today the cost-price squeeze is so serious thdupts are unable to cut
costs or improve production efficiency to the exteecessary to deal
with the problem. This explains why small farms twome to cut down
production while larger farms become larger.

c. Output Sector: accepts diverse economic activities that could be
directly identified within the agriculture domaim &om related fields
which is otherwise called agro-allied sector. Thetpat sector is also
referred to as the product sector and is the firator in the agribusiness
production and distribution system. The output et the largest of
the agribusiness sectors as its functions range frooduct processing
to marketing and distribution of these products warious consumers
either as raw materials for further production oraf consumption.
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Notable examples of the product processing incléded processing of
garri, bread, cornflakes, tomato, foo-foo, beef, custassdmovita,
cerelac etc.; beverage manufacturing: cocoa drsdds drinks, beer and
Nescafe; Confectioneries such as sugar, chocolz&e, biscuits,
sweets, etc. Food packaging and canning such aatdocan beef,
canned beans and other quality foods. Tobacco gsowginto snuff and
treated leafs, cigarettes etc., wood processing dmchiture making,
Cotton processing into textiles, hide and skin psstng example
smoked, canned and frozen fish.

Another important function of the product sectethe marketing and
distribution of the outputs from the productiontee@nd the processed
products to final consumers. This function is perfed by the
middlemen who include wholesalers, the
producers/processors/manufacturers  themselves, ilersta and
commodity board and co- operatives agents. The itapoe of this
sector can be further highlighted by showing thagnewhen food is
abundant, faulty handling and distribution can makmavailable to the
consumers and therefore result in food and nut@tiasecurity.

2.3.2 Agribusiness Employment opportunities

The different sectors of agribusiness present aayasf opportunities

for the generation of employment. USDA specificalytlined the types

of agribusiness employment (skills and knowledg#izat by those
employed in agribusiness) as follows:

I. Agricultural production and propagation of animakspimal
products, plant products, forests, and forest prtsdu

il. The provision of services associated with agricaltyproduction
and the manufacture and distribution of suppliegdusn
agricultural production.

iii. The design, installation, repair, operation, andvismg of
machinery, equipment, and power sources, and thsetretion
of structures used in agricultural production.

iv.  Any activities related to the inspection, procegsinand
marketing of agricultural products and primary bggucts.

V. Any aspects of greenhouse, nursery, landscaping, ather
ornamental horticultural operations.

vi.  The conservation, propagation, improvement, anlization of
renewable natural resources.
vii. ~ The multiple uses of forests lands and resources.

Self -Assessment Exercise

1. What do you understand by farm production seztagribusiness?
2. State the agribusiness employment opportunities.
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2.4 Conclusion

In this unit, we have leant that agribusiness erpasses a whole lot of
business activities related to agriculture whiclargpthree sectors and
offers numerous business opportunities.

/0
/ /2.5 Summary

In this unit we learnt that the scope of agribustis wide. Specifically,
we noted that:

e businesses engaged in the production and suppbgocultural
inputs are forms of agribusiness,

e the farm production units are also agribusiness,

e the service providers (marketing, processing, foag, servicing
etc.) are also agribusiness firms, and

e agribusinesses offer a whole lot of business oppdres for self-
employment.

'] 2.6 References/Further Readings/Web Resour ces

Ebong, V. O. (2007) Agribusiness Management in avdli®ing
Economy. The Nigerian Perspective, Robertmindtgrivational
Publishers. Pp 1 - 6.

Kay, R. D. (1986). Farm management planning, Contamnd
implementation (2ed). McGraw-Hill Book Comparmp 43 —
106.
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MZ] Possible Answersto Self -Assessment Exer cises

Self -Assessment Exercise
1. What do you understand by farm production seztagribusiness?

Answer :

Farm Production Sector: the farm production sector of agribusing
covers such areas as the aquaculture, forestryy production anc
livestock where the physical transformation of famputs to outputs
takes place. As this sector grows in size, levaudfand efficiency, the
other sector of agribusiness are affected. Theesscaf this sector has
vital and direct impact on the financial standlod input supply and th
product sectors of the agribusiness.

2. Types of agribusiness employment:

I. Agricultural production and propagation of animakmimal
products, plant products, forests, and forest prtsdu

il. The provision of services associated with agricaltyproduction
and the manufacture and distribution of suppliegdusn
agricultural production.

iii. The design, installation, repair, operation, andvismg of
machinery, equipment, and power sources, and thstretion
of structures used in agricultural production.

iv.  Any activities related to the inspection, procegsinand
marketing of agricultural products and primary bggucts.

V. Any aspects of greenhouse, nursery, landscaping, ather
ornamental horticultural operations.

vi.  The conservation, propagation, improvement, antization of
renewable natural resources.
vii.  The multiple uses of forests lands and resources.

2SS
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UNIT 3 THE ESSENCE OF MANAGING
AGRICULTURE ASBUSINESS.

Unit Structure

3.1 Introduction
3.2  Learning Outcomes
3.3 Main Content
3.3.1 The need to manage agribusinesses
3.4  Conclusion
3.5 Summary
3.6  References and other source
3.7 Possible Answers to Self -Assessment Esesci

@3.1 Introduction

Dear noble students, | welcome you to Unit 3 of Miedl of this
Course AEM509 Principles of Agricultural Businessaddgement. In
the last unit we learnt that agribusiness encongsasswhole lot of
business activities related to agriculture whiclargpthree sectors and
offers numerous business opportunities. And for anginess to be
successful, there is need to be an efficient afidiexit management.
The business of agriculture, in same vein, requigesd planning, and
organization to be successful. In this unit, wellslearn the why it is
necessary to manage agribusinesses.

@2.2 L ear ning Outcomes
The objective of this unit includes:

. To understand the need for agribusiness management.

11

3.3 Main Content

3.3.1 The need to manage Agribusinesses

Agriculture in many parts of the world does notyoobncern itself with
the provision of food and raw materials anymoree dea that it can be
a job like many of the other regular or defined &yments has sunk in
many places and is still growing in many other ptacThe conscious
progressive transition of agriculture from subsiste level to a more
profit- oriented venture, which can play more sigant roles in
personal and national progress, has led to theloj@went of the

10
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concept of agribusiness. This encompasses themtitat the business
of agriculture needed to be handled like any othedern-day business
in order to maximize the potentialities of agricué.

This idea of agribusiness is that agriculture needbe treated as a
serious business from the planning stage of pramlutd the final place

of the final commodity. That is to say, from thamhing stage, through
the production stage, marketing, and processingaitzsrto the point of

final use, agricultural businesses must be managghdthe principles of

regular business (while keeping in mind, its pewultharacteristics).
Doing this implies an improvement in the managenoér@in agricultural

business and will lead to improved outcomes. Figlrepresents

traditional agriculture and business-minded agtisel at a glance.

Traditional Agriculture
Agriculture managed asa
business
. improved planning
. heightened business oni-
- entation
. Poor planning . a defined business
5 pooc business ocentation . ’ a viai"ie altemative em-
ployment option
. prosperousjob
® poverty * increased
. low income Income
. low contribution societal *increased Prcﬂuctivi:ty
Progress *increased efficiency
* prosperity
*im proved society

Fig 1: Traditional agriculture and modern agribesis compared.

Traditional agriculture is characterized by pocarwling, poor business
orientation, etc., leading to entrenched poventygl poor contribution to
societal progress. On the other hand, agricultwieen managed as a
modern-day business brings about efficiency andpenty.

Self -Assessment Exercise

1. State the characteristics of traditional agtioe.
2.What is the need for managing agribusiness?

11
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3.4 Conclusion

We have noted that for agriculture to yield persoaad societal

prosperity, it must be managed like a regular bessn Doing otherwise
will lead to poor efficiency and poor planning, whiwill eventually

lead to the continuation of the vicious cycle oveay.

19

3.5 Summary

In this unit, we have learnt that:

o agriculture needs to be managed like other modayn-d
businesses,

. managing agriculture as a business will lead toreiased
efficiency and prosperity,

. traditional agriculture is fast becoming businessited, hence

the need to manage it using modern managementideesn

: 3.6 References/Further Readings/W eb Resour ces

Ezike, K.N.N, Nwibo, S.U. and Odoh, N.E (2009). #grsiness and
finance. Enugu, John Jacobz classic. Pp 238

Kay, R. D. (1986). Farm management planning, Cdntamnd

implementation (2ed). McGraw-Hill Book
Company. Pp 43 — 106.

12
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MBJ Possible Answersto Self -Assessment Exercises

Self -Assessment Exercise

1. State the characteristics of traditional agriculture.
Answer :

Traditional agriculture is characterized by pocarwling, poor business
orientation, etc., leading to entrenched poventygl poor contribution to
societal progress

2. The need to manage Agribusiness:
Agriculture in many parts of the world does notyoabncern itself with
the provision of food and raw materials anymoree dea that it can b
a job like many of the other regular or defined &yments has sunk i
many places and is still growing in many other pfacThe conscioy
progressive transition of agriculture from subsiste level to a mor
profit- oriented venture, which can play more sigaint roles in
personal and national progress, has led to theloj@went of the
concept of agribusiness. This encompasses themtitat the business
of agriculture needed to be handled like any othedern-day business
in order to maximize the potentialities of agricué.

W on 5 0D

13
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UNIT 4 AGRIBUSINESS MANAGEMENT AND
SOCIETAL PROGRESS

Unit Structure

4.1 Introduction

4.2  Learning Outcomes

4.3  Main Content
4.3.1 Agriculture, agribusiness and societal prsgre
4.3.2 The need to understand agribusiness managemen

4.4  Conclusion

4.5 Summary

4.6 References/Further Readings/Web Resources

4.7 Possible Answers to Self -Assessment Exercises

@4.1 Introduction

Dear noble students, | welcome you to Unit 3 of Miedl of this
Course AEM509 Principles of Agricultural Businessaddgement. In
the last unit we learnt that for agriculture tolgli@ersonal and societal
prosperity, it must be managed like a regular bessn Doing otherwise
will lead to poor efficiency and poor planning, whiwill eventually
lead to the continuation of the vicious cycle oveay.

Agriculture remains the bedrock of the developma&nmany nations.
Nigerian has great potentials in agriculture andlddeverage it for
societal development. Bearing this in mind, the dnde leverage
agriculture in the developmental goals of our nadjo through
agribusiness management will be addressed in tfitis u

@4.2 L ear ning Outcomes

The learning objectives of this unit include:

. To understand the strategic position of Nigeriancadfure

. To understand the linkage between agriculture ahdrosectors
of the economy

o To understand the numerous opportunities that earcrbated

through good agribusiness management
o To understand the transformational potentials obaginess.

14
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Main Content
4.3.1 Agriculture, Agribusiness and Societal Progress

Many developed nations of the world have had teldage agriculture at
one point in time to energize their drive towardsistal advance in the
form of industrialization and poverty reduction. rRaglture remains the
bedrock of the Nigerian economy and its develogiggbusiness nature
has continued to play huge role in the economy. [liileages among
agriculture, agribusiness, and societal progressligcussed below.

I Funding and mutual reinforcement: at the take off-stage of the
industrial age, the agricultural sector relies ooceeds from the
extractive sector like the agricultural sector. Migeria for
example, the funds from the agricultural sector hkyed roles
in the growth of other sectors like manufacturingd ahe oll
industries. At some point too, funds from the bémef industries
are used in the development of agriculture andbagmess
through their use in the acquisition of equipménd|s, and the
funding of research and training.

. Provison of energy: both workers in the industrial and
agricultural sectors as well as the masses thabmpaé both
sectors need the energy to work and survive. Tiergy is
provided by both sectors in primary and processeths$, and
facilitated by the agribusiness sector.

iii. Raw materials and value addition: the animal, crops, fisheries,
forestry sectors of the agriculture supply the mal® necessary
for the agro-allied and non-agro allied industrieShe
agribusiness component serves as a link and &oititWhile the
primary units are concerned with the productiontioé raw
materials, the agribusiness chain ensures the detlween the
producers and the end-users of the raw materials.irfStance,
the cotton producer, with profit motive, producesten which is
made available to the textile factories through #geibusiness
chain. The primary sector (farm firm) benefits frahis value
addition through increased demand and enhancedspiitis, in
addition to the conversion of the cotton to clotheads to an
increase in incomes, and eventual societal advastem

iv. Provision of labour: as industries expand they get to need more
hands in the form of labour. The agricultural paan liberates
some of her excess labour to the industry and gredtural
value chain. The excess labour so liberated cant#to the
expansion of the industrialized economy, leading ttee
advancement of society. It turns out too that at emoment of
distress in the industrialized economy, the agticel sector is
always ready to accommodate labour liberated feritidustrial

15
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sector. A good number of folks who had lost thels§ at some
point in time, as well as some retirees, have loafhlt back to
agriculture.

V. Poverty reduction: the agriculture sector, by law, remains open
to serving workers of all classes and levels. Rdtipersonnel
also find it easy to engage in many agribusinesgwes along
the agriculture value chain. This helps to incregsesonal
income, reduce the incidence of poverty and couteilio GDP
growth.

4.3.2 Theneed to Understand Agribusiness M anagement

As agriculture in Nigeria progressively transiterfr the subsistence
level to higher levels of the business consciousngss important for
one to have a good grasp of the principles behimel éffective
management of agricultural businesses. Below amgesof the reasons
we need to study agribusiness.

I. Agribusiness provides poverty reduction and incanbancing
opportunities that could be explored for the adeament of
personal and societal goals. World over, poverguection is
anchored in that sector that employs the majority tloe
population (World Bank). This sector, in most coigd like
Nigeria happens to be the agriculture sector whias provided
huge opportunities for the enhancement of the welfd people.
The utilization of these opportunities can be ewlednthrough a
thorough understanding of tested principles of mgama
agribusinesses. If we know that agriculture is aifmess and
handle it well with the knowledge of agribusinesamagement,
individuals and society will be better for it.

. A good understanding of agribusiness managememtfuvther
expose the employments opportunities available e t
agricultural value chain. This will also assistnraking the most
rational investment decisions For instance, if viedg value
chain of a commodity, say cassava, diligently, weyrfind the
most profitable components of the chain and inwest. By so
doing, we are able to tell the best segment ofvddae chain to
invest in. The study of agribusiness managemermt la¢dps in
developing strategies that will aid in the captafeggood market
shares. The understanding of agribusiness marketargagement
strategies analysis will be of great in the undeding of the
marketing environment and guide the agribusinessrerse to
in the best way to capture key segments of the eark

iii. A good understanding of agribusiness and its managge helps
to better appreciate the business environmentlamthterplay of
many forces- natural, political and economic. Thderstating of
the influence of these forces will guide us to &etprepare,
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project and plan in order to minimize losses andimee gains
arising from the interplay of these forces. A gagréisp of the
agribusiness management, for instance, will guisienumaking
decisions on inflation, prices of certain commaaditiike fuel, as
well as political changes, among others, so agheretake of the
advantage for better gains, or avoid their negatiygacts.

Self -Assessment Exercise

1. Explain the need to understand agribusiness gesnent.
2. Write short notes on raw materials and valuetimahd

4.4 Conclusion
This unit exposes the fact that agriculture caneweraged for societal
progress through effective agribusiness management.

M4.5 Summary

In this unit, you have learnt that:

o agriculture occupies a strategic position in nalatevelopment,

. agriculture has a link with other sectors of theremmy,

. numerous opportunities can be created through good
agribusiness management,

o agribusiness management has potential for societal

transformation.

.6 References/Further Readings/Web Resour ces

Ebong, V. O. (2007). Agribusiness Management in evdlbping
Economy. The Nigerian Perspective, Robertmindegrivgtional
Publishers. Pp 1 - 6.

Kay, R. D. (1986). Farm management planning, Contamd

implementation (2ed). McGraw-Hill Book Company. Bf —
106.

17



AEM509 PRINCIPLES OF AGRICULTURAL BUSINESSMANAGEMENT

MAJ Possible Answersto Self -Assessment Exercises

Self -Assessment Exercise

1. Explain the need to understand agribusiness geanent.

Answer:

I. Agribusiness provides poverty reduction and incaniancing
opportunities that could be explored for the adeament of
personal and societal goals. World over, poverguection is
anchored in that sector that employs the majority the
population (World Bank

. A good understanding of agribusiness managememtfuvther
expose the employments opportunities available he|t
agricultural value chain. This will also assistniraking the most
rational investment decisions.

iii. A good understanding of agribusiness and its manage helps
to better appreciate the business environmentlamhterplay of
many forces- natural, political and economic. Thderstating of
the influence of these forces will guide us to &etrepare
project and plan in order to minimize losses andimee gains
arising from the interplay of these forces.

2. Raw materials and value addition: the animal, crops, fisherig
forestry sectors of the agriculture supply the mal® necessary
for the agro-allied and non-agro allied industrieShe
agribusiness component serves as a link and &oititWhile the
primary units are concerned with the productiontioé raw
materials, the agribusiness chain ensures the Hetlween the
producers and the end-users of the raw materials.irfstance
the cotton producer, with profit motive, producesten which is
made available to the textile factories through #geibusiness
chain. The primary sector (farm firm) benefits frahis value
addition through increased demand and enhancedspiitis, in
addition to the conversion of the cotton to clotheads to an
increase in incomes, and eventual societal advastem

L
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MODULE 2 THE CONCEPT OF AGRIBUSINESS

MANAGEMENT
Unit 1 The Meaning of Agribusiness Management
Unit 2 Functions of Agribusiness Management
Unit 3 The Agribusiness Manager and the Management
Environment
Unit 4 The principles of agribusiness management

UNIT1 MEANING OF AGRIBUSINESS MANAGEMENT
Unit Structure

1.1  Introduction
1.2  Learning Outcomes
1.3 Main Content
1.3.1 Back ground to Agribusiness Management
1.3.2 The Meaning of Agribusiness Management
1.4  Conclusion
1.5 Summary
1.6  References/Further Readings/Web Resources
1.7 Possible Answers to Self -Assessment Exercises

@1.1 Introduction

Dear noble students, | welcome you to Unit 1 of Mied2 of this
Course AEM509 Principles of Agricultural Businessaddgement. In
the last unit of Module 1, we learnt that agrictdtean be leveraged for
societal progress through effective agribusinessagement. As earlier
noted, for agriculture to yield prosperity, it hts be managed with
modern-day business ideology. In this unit we shdiinate ourselves
with the meaning of agribusiness management.

It is, therefore, necessary to understand the @inmiemanagement as

an art and science, in the light of modern-day lagginess
organizations.

@1.2 Learning Outcomes
In this unit, we shall learn:

o Explain the need for agribusiness management
o Explore the meaning of agribusiness management.
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il 1.3 Main Content

1.3.1 Background to Agribusiness Management

The success of any human endeavour depends gogathe quality of

decision making associated with the nature of cempbprocesses
surrounding related activities. Thus, individuate always confronted
with sensitive and non-sensitive decisions making fmman and

material resources towards achieving their ovanédirests or goals. The
most important goal of every agribusiness is proftximization.

The human resources needed to achieve the goas afgribusiness
include labour (energy and ideas), while the maleinclude the inputs
needed by the organization. A crop enterprise wdkd seed, land
agrochemicals, labour and equipment. Also, a lo®starmer needs the
animals, the feed, and the pens, and so on, asaw/ébour. in the same
way, the aquaculture producer needs the fingerlipgad, feed, water
source as well as labour. Similarly, a processing ill need the raw
materials, labour, power/fuel and equipment. Theene and human
inputs need to be effectively harnessed for thecess of the
organization.

The functions of planning, monitoring, supervisiamordination and
others are required for this harnessing to takeepldVithout these
functions, the inputs, if employed at all, will baphazardly employed,
leading to the non-actualization of organizatiog@édls. Consider a cook
(manager) who has all the ingredients (inputs) eded prepare a pot of
soup. Such a cook will need to plan well and cowté the ingredients
effectively to prepare a good pot of soup. The jnbessdifference
between the tastes of many pots of soup made Ilarelift cooks with
the same access to all the needed ingredientsisodilne differences in
the cooking (or managerial) abilities of the cooksus, for an
agribusiness to be successful, the managementohlas éffective and
efficient. We now proceed to define managementraotd its position in
the success of agribusiness enterprises and byicatiph, national
development.

1.3.2 The Meaning of Agribusiness Management

In agribusiness, the decisions on agribusinessuress are made on
what we want to achieve, how we want to achiewnd a review of the
outcome. The efforts of ensuring that instructioolgjlectives are set up,
executed and evaluated describe what is callechdreagement process.
Different definitions and explanations of managemeahound; Kay
(1986), Adegeye and Ditto (1981) and Dessler (2008 Ebong (2007)
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asserted that agribusiness management could lreededs the active
process of decision making to ensure planned amdraited use of
available human and material resources to achlevepgrofit motive of

the practitioners. For instance the decision on hlowroduce, what
commodity to produce, where to produce them, thentjty of input to

employ in their production, whether these inputsusth be owned or
rented, and the level of the output to produce,imu@ortant decisions
that determine the success or otherwise of anpagiriess organization.

In responding to these questions, the strategieshefagribusiness
manager entail the use of material and human reseuiThis presents
management as an art and science of using peoplematerials to
achieve organizational goals and suggests thasubeess or otherwise
of an agribusiness is determined by the qualitysahanagement. A key
to the successful management of agribusiness epéing responsibility
for leadership and making business decisions throtige skillful
application of management principles. The pecuiewiof agricultural
commodities make its management a bit differentnfrinose of other
businesses. Klonsky (2011) and Ebong (2007) subditthat
management of agribusiness is extremely seasodaiteproducts are
perishable commodities.

Self -Assessment Exercise

1. What are the strategies of the agribusiness geaxfia
2. For agribusiness to be successful, managemesitimu...?

1.4 Conclusion
In this unit, you have learnt that because of thednto elicit prosperity

from agribusinesses, management of agribusinessbewspproached as
a systematic component of agribusinesses.

Ml.S Summary

In this unit, we have learnt that:

o agribusiness must be properly managed as regahngs t
combination of resources,
o the answers to the firms questions has to be appeda

systematically.
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M1.7 Possible Answers to Self -Assessment Exses

Self -Assessment Exercise
1. What are the strategies of the agribusiness geafia

Answer:

The strategies of the agribusiness manager ehtiise of material and
human resources. This presents management as anddcience o

using people and materials to achieve organizatigoals and sugges

that the success or otherwise of an agribusinestetisrmined by thg
quality of its management. A key to the successfanagement g
agribusiness is accepting responsibility for leadgr and making
business decisions through the skillful applicatioh managemen

principles.

2. For an agribusiness to be successfulhe management has to
effective and efficient. We now proceed to definenagement and no

its position in the success of agribusiness ent&piand by implication,

national development.

—
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UNIT 2 FUNCTIONS OF AGRIBUSINESS
MANAGEMENT

Unit Structure

1.1  Introduction

2.2  Learning Outcomes

2.3  Functions of Agribusiness Management

2.4  Conclusion

2.5 Summary

2.6  References/Further Readings/Web Resources
2.5 Possible Answers to Self -Assessment Exercises

@2.1 Introduction

Dear noble students, | welcome you to Unit 1 of Mied2 of this

Course AEM509 Principles of Agricultural Businessaddgement. In
the last unit we learnt that because of the neeglitd prosperity from

agribusinesses, management of agribusiness muapf®ached as a
systematic component of agribusinesses. For an busginess

organization to meet its goal of profit maximizatiaa number of roles
have to be played by the management.

In this unit, we shall learn the functions of agsiness management.

@IZ.ZLearning Outcomes

By the end of this unit, you should be able to:

o identify the functions of agribusiness managemamd,
explain the strategic importance of each of thefions.

Ll> 3 Main Content

2.3.1: Functions of Agribusiness Management

Dessler (2008) and Ebong (2007) view the managewfeagribusiness
as having a series of functions to perform. Thasections include
planning, organizing, directing, coordination amatol.

I. Planning Function
This involves the establishment of the organizatiogoals and the
strategies for accomplishing them. It entails atliro@ of the objectives
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of the organization, the resources available foetng them, and the
steps that need to be taken to achieve them. Tdmnjplg function in
agribusiness contains a number of steps. Thess stejpde identifying
and defining a problem, acquiring initial infornat| identifying
alternative courses of action, analyzing each radiere, and selecting
one. It is the most basic management function asedns deciding on a
course of action, procedure and policy. Nothing tappen in any
agribusiness setup until a course of action isctste

. Organizing Function

Organizing is an operational function of agribussienanagement that

depends heavily on the coordination of the entiusirbess system.

Organizing function involves arranging people antheo resources

together in a coherent manner. Doing this entails:

(1) setting up the structure.

(i)  determining the job to be done.

(i)  selecting, allocating and training of persah

(iv) establishing relationships with the busines$-up and staffing
them.

Organizing remains an action step in agribusineasagement. Until
the employees understand themselves and the aigisas cooperation
and coordinated action will impossible to achieve.

iii. Directing Function

It is the responsibility of the agribusiness mamaget to direct
resources and personnel. Directing implies routiegpurces to where
they are mostly needed to ensure proper implementat the plan. It
involves such actions as assigning duties and nesdpiities,
establishing the result to be achieved, delegatnthorities where
necessary, creating a conducive working environimemd carrying out
the assigned duties effectively. For a maximumltésibe achieved, the
agribusiness managers must take the interest of sta$f into
consideration and the need to re-evaluate evepy istehe directing
function in order to achieve the desired goals.

iv. Coordinating Function: The coordinating function of
agribusiness management involves the pulling tegaththe actions of
different groups of people in such a way that tbgoa of one group
provides and aids the working of the other. Therdmating function

can be effective only if a conducive working enwineent is provided
for success. It provides for the free flow of infation and the growth
and development of the workers.

I Controlling Function: Controlling in management describes an
information system that monitors plans and processensure that they
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are meeting the established goals. Men and maet@hot all the time
work as perfectly as they should, hence the nee@ form of control.
Controlling entails taking appropriate actions &mge men and materials
to stay on course towards meeting organizationalsgcChanges may
occur after the plan had been implemented thatcearse the result to
deviate from the expected. A warning note may beessary to effect
any remedial action in the event of a deviatiomfrassigned duties. The
controlling function therefore monitors and makesecessary
adjustments to keep organization resources ang goatourse.

Self -Assessment Exercise

1: What does organizing function entail?
2. Explain the controlling function of management.

2.4 Conclusion

For the effective realization of organizationaletijves, it is imperative
for the management to undertake a number of inpamident functions.
Undertaking these functions helps to give the fian sense of
responsibility and focus.

MZ.S Summary

In this unit, we have learnt that:

o managing an agribusiness entails preparing a meygnizing
men and materials, directing people, coordinatiregdffairs of a
firms and providing an effective control mechanism.

N
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MZJ Possible Answers to Self -Assessment Exses

Self -Assessment Exercise
1. What does organizing function entail?

Answer:

This entails:

(1) setting up the structure.

(i)  determining the job to be done.

(i)  selecting, allocating and training of persah

(iv) establishing relationships with the busines$-up and staffing
them.
2 Controlling Function:

Controlling in management describes an informatgystem that
monitors plans and processes to ensure that theynaeting the
established goals. Men and materials do not all timee work as
perfectly as they should, hence the need for a fafmcontrol.
Controlling entails taking appropriate actions &mge men and materials
to stay on course towards meeting organizationalsgcChanges may
occur after the plan had been implemented thatceaise the result to
deviate from the expected. A warning note may beessary to effecgt
any remedial action in the event of a deviatiomfrassigned duties. The
controlling function therefore monitors and makesecessary
adjustments to keep organization resources ang goatourse.
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UNIT 3 THE AGRIBUSINESS MANAGER AND THE
MANAGEMENT ENVIRONMENT

Unit Structure

3.1 Introduction
3.2  Learning Outcomes
3.3 Main Content
3.3.1 The agribusiness manager and his desired
qualities.
3.3.2 The agribusiness management environment
3.4  Conclusion
3.5 Summary
3.6  References/Further Readings/Web Resources
3.7 Possible Answers to Self -Assessment Exercises

@3.1 Introduction

Dear students, | welcome you to Unit 3 of Modulef2this Course

AEM509 Principles of Agricultural Business Managerdn the last

unit we learnt that for the effective realizatiorf organizational

objectives, it is imperative for the managemenuiridertake a number of
interdependent functions. Undertaking these funstibelps to give the
firm a sense of responsibility and focus. The managnt of an

agribusiness firm is undertaken by a manager. efffective discharge
of this duty, there are certain qualities that thanager is expected to
possess. Again, the manager and his firm exisnirrazironment that
influences their duties. It is important for the mager to have these
gualities and understand the elements of these@maents.

@3.2 Learning Outcomes

By the end of this unit, you should be able to:

o The qualities of a good manager

o The environment in which he operates

. The likely influence of the environment on the peniance of
his duties.
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3.3 Main Content

3.3.1 The agribusiness manager and his desired qitads

The agribusiness manager is that person who casuéshe duty of
using men and materials to achieve the objectivarofagribusiness
organization. The manager provides the agribusiwgbsleadership and
who must be a good change agent. Because thetigoos pivotal to
the success or otherwise of the organization, adgagribusiness
manager should:

a. be a goal-oriented individual a good manager must be one that
is able to conceptualize, and objective and focuschieving it.
Having such an orientation reflects in goal settamgl strategic
planning toward the actualization of set goals.,

b. accept responsibilities managers carry on their shoulders the
dreams of an organization. A manager is eager welebrated if
things go well. a good manager will however alsoepat blames
for whatever goes wrong.,

C. have a good analytical ability it takes a good analytical ability
to effectively plan. The same set of skills is regud to make
adjustments to plans. A manager with good analysk#s will
be more efficient in the combination of resourc&ich a
manager will be positioned to better analyze masieiations,
demand and supply scenarios, macroeconomic indites
inflation, foreign exchange rate, as well as weathlements.
Analysis of such components of the agribusinessremwent is
necessary for the survival and success of agribases.,

d. not be afraid of taking risk : agricultural busises come with
great risks. Such risks include weather vagaries;raeconomic
instability, pests and diseases, and insecurityprgmothers.
However, good management abilities require thaksribe
understood and taken, rather than abandoning andsssi
initiative. Since investments risks correlate pasyi with
returns, it behooves the manager to be astute.ifipikes that he
takes calculated risks.

e. have a good initiative: the ability for innovativess is one that a
manager must have. The manager should be goodaatirig”
something good. The manager must be able to thingide the
box, and develop rational alternatives to solvimgbems. for
instance, while it is normal to keep feeding bnailevith chaff
after they had reached maturity (for economic reas@a good
manager may think of using them for barbecue, essing them
and refrigerating them.,

f. be highly intelligent: in order to plan well, caomate well,
organize well and monitor effectively, the managarst have a
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good intelligent quotient. Intelligence is useflthe analysis of
issues and in making rational decisions.,

g. possess the ability to coordinate and motivate retf@ greater
productivity. It is important for a manager to lable to
effectively use men to deliver organizational go#lsmanager
with good initiative can tinker with a new way ofotivating his
staff.

h. be technically competent: because he is a profeski@a good
manager must know his job. It is not enough to bears
intelligent, and innovative; it is important for agribusiness
manager to be technically sound in agriculture agdcultural
business.,

I. be able to understand trends and make forecastsvith sound
analytical skills, the manager should be able teefy into the
future. This will help him organize his resources@dingly to
take either advantage of a good outlook or avoidngpending
disaster.

J. be able to develop workable plansaa good manager has to be
able to develop SMART (Specific, Measurable, Achize,
Realistic, and Time-bound) goals. This helps thseir®ss stay
focused and organized.

k. be flexible- that is, know that today's decision ymae wrong
tomorrow. The manager must be adaptive to changusjess
environments. For instance, the use of the inteimehighly
employed today in marketing research, and it wile b
unprogressive to continue to insist on an old method
interviewing consumers-like the use of paper qoastaires.

L. be ready to learn even from his subordinates: am-eopinded
manager is able to learn from the experiences dadsi of his
subordinates. he should be open to all ideas andgvmn them.
Information from junior staff working at the mairrgoluction,
processing or marketing units, as well as otheti@es; may
prove useful in achieving organization goals asl sl setting
new ones. For instance, a salesman or even a “rbotgr may
drop a hint about the perception of a productiom’# output.
Such information which can lead to the setting oka goal, and
may sometimes elude marketing agents/researchexg,come
from street gossip.

m.  be abreast with the development in the value chauh related
environments. The manager needs an inquisitive raladgside
an analytical one, in order to be abreast with ietaf
happenings in his business environments. Thisheiib him to be
astute and creative — and know what to do per time.
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3.3.2 Environmental Factors Affecting Managerial Functions

The management process of agribusiness is seri@ifdgted by a
number of environmental factors which, accordingBbong (2007)
include (i) Formal Education (ii)Socio-culturadctors (iii) Lego-
political aspects (iv) Economic variables.

I Formal Education

Formal education of the manager is an essential taiceffective
management in any agribusiness enterprise. The radueated the
manager is, the better his managerial ability. Sachanager becomes
more open perceptive, thinks faster and more is @bperform through
a tailor-made education or with a high formal ediocel attainment.

. Socio-Cultural Factors

Socio-cultural factors play a significant role imaping the effectiveness
of the managerial process. They represent the pasérful factors and
one that the manager has the least control overinBtance, a manager
has to mix freely with different groups of peopléhadiverse cultural
backgrounds. The knowledge, belief, art, moralstamms, and habits
acquired by the employees as members of a giveletgaaffect their
productivity.

iii. Lego-Political Factors

This reflects various salient variables and usu#tlgy include such
factors as government regulations on duties, labdaws, salary
increases through collective bargaining, fringe dfigés), bye-laws and
statutes that affect the operation of an orgarmmati Inconsistency in
public policies on agribusiness development andipal instability in a
given economy have important bearings on the fongtg of the
management process of agribusiness organizations.

iv. Economic Variables

The effect of this on management depends on theoegiz system of
the country operates. For instance, in a socialigstem, the
effectiveness of a manager will be hampered byalistee demands by
the central authority. In a free-market economycapitalist economy
where prices are not stable, the supply and admuisof agribusiness
inputs will be greatly affected adversely. Undeclswa system, other
factors like political instability, foreign exchaagproblems, rapid
economic expansion, industrial unrest, and entreshcgovernment
bureaucracies are likely to set in.

Self —Assessment Exercise

1. Explain how formal education and sc-cultural factors affec
managerial functions.
2. Explain the effect of economic variab
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3.4 Conclusion
For the manager to effectively discharge his dutiesneeds to possess
some personal qualities and understand the vamderments of his

operational environments. The absence of any dfetivelll negatively
affect his job performance.

0)
MB.S Summary

In this unit, we have learnt that:

. the agribusiness manager needs to be astute andcetul.

. the agribusiness manager operates an environmanh#éeds to
be understood for the effective discharge of hisedu

o each element in the operational domain of a manlageiserious

implications for the performance of managerial fiores
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MB.? Possible Answers to Self -Assessment Exsed

Answers to Self —Assessment

1. Explain how formal education and socio-cultufattors affect
managerial functions.

Answer:

Formal Education:Formal education of the manager is an essentigl aid

to effective management in any agribusiness enserprThe more
educated the manager is, the better his managabidity. Such a
manager becomes more open perceptive, thinks fastemore is abl
to perform through a tailor-made education or wéhhigh formal
educational attainment.

WD

Socio-Cultural Factors Socio-cultural factors play a significant role|in
shaping the effectiveness of the managerial prodédssy represent the
most powerful factors and one that the managertiradeast contro‘l
over. For instance, a manager has to mix freell ditferent groups of
people with diverse cultural backgrounds. The kremlge, belief, art,
morals, customs, and habits acquired by the emptogs members of|a
given society affect their productivity.

2. Economic Variables:
The effect of this on management depends on theoegic system of
the country operates. For instance, in a socialigstem, the
effectiveness of a manager will be hampered byalistee demands b
the central authority. In a free-market economycapitalist economy
where prices are not stable, the supply and adimquisof agribusines
inputs will be greatly affected adversely. Undeclswa system, othe
factors like political instability, foreign exchaagproblems, rapid
economic expansion, industrial unrest, and entreshcovernmen
bureaucracies are likely to set in.

B2
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UNIT 4 PRINCIPLES OF MANAGEMENT
Unit Structure

4.1  Introduction

4.2  Learning Outcomes

4.3  Main Content
4.3.1 Frederick W. Taylor's principles of managsrn
4.3.2 Henri Fayol’s principles of management

4.4  Conclusion

4.5 Summary

4.6  References/Further Readings/Web Resources

4.7  Possible Answers to Self -Assessment Esesci

@4.1 Introduction

Dear students, | welcome you to Unit 4 of Module®f2this Course

AEM 509 Principles of Agricultural Business Managerh In the last

unit we learnt that for the manager to effectiveiischarge his duties, he
needs to possess some personal qualities and tarmierthe various

elements of his operational environments. The ateser any of these
will negatively affect his job performance.

The principles of management refer to a set of gluids applied in an
organization in the management of men and mateiaaleffective job
performance.

Two principles will be discussed in this unit:

I. that of Frederick W. Taylor, and
. that of Henri Fayol

@4.2 Learning Outcomes
By the end of this unit, you should be able to::
o The principles proposed by Frederick W. Taylor &ahri Fayol

o The short comings of Taylor’s principles of managemn
. The reason for the adoption of Fayol’s principlésnanagement.
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4.3 Main Content

4.3. 1Frederick W. Taylor’s Principles of Management

Frederick W. Taylor viewed management as pure sei¢hat is based
on principles and theories. To him, the failurdiohs can be blamed on
inefficiency that occurs due to poor management. ddganced the
principle of:

o Cooperation among management and workers in oalendet
organizational objectives,

. scientific training of workers,

. careful and scientific selection of work-force,

o Clear - cut/unambiguous determination of each wdske
responsibilities and areas of operation.

. Equitability of distribution of responsibilities amg workers and

managers, such that the manager takes respornysilidit
organization, planning and supervision.

Shortcomings Taylor’s principles of management

While Taylor’s principles lead to efficiency at thiam level, it has been
criticized for

o being too limited to restricted domains, and

o for its failure to see management as both art amhee.

4.3.2 Henri Fayol principles of management (Fayol'sverview
of management)

Fayol was a French nationalist and industrialisbgéh book “General
and industrial management” was first published 916 In that book,
Fayol distinguished between elements of managearhiprinciples of
management and stipulated the attributes of a goadager which
include:

o good physical fitness,

Integrity and good attitude to business,

mental stability and vigour,

sound education, and

high level of experience

The book also identified roles performed in a bess enterprise to
include:

. Managerial activities,

. Technical or production activity,
. Commercial activity,

. Accounting and statistics
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o Financial activity

o Security operations and protection
Fayol is now recognized as the Father of modernagament
due to the general adaptability of his principlBlse principles of
management proposed by Henri Fayol have been atlagtess
all spheres/sectors as the basic guidelines for dffiective
management of human resources. The 14 principles
management identified by Fayol in his 1916 booldtstrial and
General Administration” include.

1. Division of Work.

This principle stipulates that workers should bsigised specific roles
which will eventually fit into the whole bit of therganization’s
aspiration. This principle, when adopted will le¢ad

. a deep sense of responsibility by the worker, and

o efficiency of job performance

2. Matching Authority and Responsibility.

Under this principle assigned responsibilities mbst balanced by
corresponding authority. Without corresponding attl (power) it
will be difficult for a worker to carry out assigtheesponsibilities.

3. Discipline.

This principle concerns what is acceptable and vdhaot, and spells
out sanctions for violating anyone of the set ruéeml regulations.
Agribusiness managers must make this rules andatgus clear and
apply them, in order to instill discipline in theovkers. The approach
applied to this end may be formal or informal.

4. Unity of Command.

From the lower level up to the last but one leesiery worker should
answer to a particular boss alone and there shmrilib confusion as to
who this boss is. That is to say that a workerughbe answerable to
only one supervisor who should be clearly known.

5. Unity of Direction.

This principle stipulates that the whole organimatshould be headed
by only one person, from whom the direction of #deévities, goals, and
policy should flow.

6. Subordination of personal (to the General Interest)

The interests of individual workers need to be sepped and
overridden by the interest and aspirations of thgawization. The
worker is by this principle required to sacrificés hinterest for the
organization.
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7. Remuneration.

Remuneration for workers has to be fair. It habeéd<nown and should
be based on the level of efforts as well as thegmal productivity of

workers. The agribusiness manager in order totedicd sustain high
organizational efficiency must be fair in remungrgthis staff

8. Centralization.

This requires all activities and ideas to be ind&m with central a
command of the organization. Activities of workersy not be in
opposition to centrally determined goals.

9. Scalar Chain.
This principle refers to the chain of managemeut @mvides for a clear
command chain of communicating and executing d&acssi

10.  Order.
This principle encourages clearly spelt out posgiof people, idea, and
materials. Every one of these must have their phecdime.

11.  Equity.

The principle of equity stipulates equality of semgs. It encourages the
notion that what applies to anyone in a situatiarstiapply to another in
the same circumstance.

12.  Stability of Tenure

This principle concerns the need for a career &irador personnel and
the certainty of the duration of time of each stastay on the job. Itis
usual to state this in the employee’s engagemetiérleand the

conditions of service. Such an ideal avails thekeprtthe assurances
needed to commit themselves to the organizaticspgations.

13. Initiative.

The worker must be encouraged to, as much aspbssible, and as
much as it is within the organization’s domain gpmation, have the
freedom and zeal to tinker with new ideas.

14.  Esprit De Corps (comradeship)

This principle deals with the need to have theitspirfriendship, mutual
respect, and comradeship, as well as that of wgrkinharmony and
unity to enhance teamwork, and achieve collectovag

Answers to Self —Assessment

1: State Frederick W. Taylor’s principles of maeagnt.
2. What is spirit de corps?
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4.4 Conclusions

The principles of management entail the guideliaygslied by managers
for effective delivery of business objectives bessawf its general
adaptability; the Fayol's 14 principles of manageitgave come to stay
as the most dependable guidelines across all sector

M4.5 Summary

In this unit we have been exposed to:

Taylor’'s principles of management,

the shortcomings of Taylor’s principles of manageim

Fayol’s principles of management,

why Fayol's principles of management are considehsdmost
acceptable.

== .6 References/Further Readings/Web Resources

Barnard, F., J. Akridge, F. Dooley and Foltz, D12). Agribusiness
Management. 4th  Edition. Routledge Publishers, USA

Magbool, A and Adeel, A (2017). Principles of Agrdiness

Management. University of Faisalabad
file:///C:/Users/HP/Downloads/Principles of Agrilisss Man
agement.pdf
https://www.iedunote.com/14-management-principhesiri-

fayol
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MBJ Possible Answers to Self -Assessment Exees

Self —Assessment Exercise

1: State Frederick W. Taylor’s principles of managment.
Answer:

Frederick W. Taylor viewed management as pure seig¢hat is basef

on principles and theories. To him, the failurdiohs can be blamed on

inefficiency that occurs due to poor management. ddganced the

principle of:

o Cooperation among management and workers in oalendet
organizational objectives,

. scientific training of workers,

. careful and scientific selection of work-force,

o Clear - cut/unambiguous determination of each wdske
responsibilities and areas of operation.

o Equitability of distribution of responsibilities amg workers and

managers, such that the manager takes respornysilidit
organization, planning and supervision.

2. Economic Variables:
The effect of this on management depends on theoegic system of
the country operates. For instance, in a socialigstem, the
effectiveness of a manager will be hampered byalistee demands b
the central authority. In a free-market economycapitalist economy
where prices are not stable, the supply and adiquisof agribusines
inputs will be greatly affected adversely. Undeclswa system, othe
factors like political instability, foreign exchaagproblems, rapid
economic expansion, industrial unrest, and entreshcovernmen
bureaucracies are likely to set in.

B2
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MODULE 3 AGRIBUSINESS ORGANIZATIONS

Unit 1 Peculiarities of Agricultural Business Onggations

Unit 2 The Nature of Agricultural Business Orgatians

Unit 3 Factors that inform the choice Agricultur8usiness
Organization

Unit 4 Types of Agricultural Business Organization

UNIT 1 PECULIARITIES OF AGRICULTURAL
BUSINESS ORGANIZATIONS

Unit Structure

1.1  Introduction

1.2  Learning Outcomes

1.3  Features of Agricultural business orgamretin Nigeria
1.4  Conclusion

1.3 Summary

1.4 References/Further Readings/Web Resources

1.7 Possible Answers to Self -Assessment Exercises

@1.1 Introduction

Dear students, | welcome you to Unit 1 of Modulef3this Course
AEM 509 Principles of Agricultural Business Managerh In the last
unit we learnt that the principles of managemeriaiéthe guidelines
applied by managers for effective delivery of besm objectives
because of its general adaptability; the Fayol's fddnciples of

management have come to stay as the most dependaldelines

across all sectors. Agriculture as a business mefia exists with its
peculiarities. By the end of this unit, you shoudd able to: those
features that are peculiar to Nigerian agribusiness how agriculture
as a business differs from other businesses. Tlreulipaties of

agriculture in Nigeria need to be understood foe tkffective

management of agribusinesses.

@1.2 L ear ning Outcomes

By the end of this unit, you should be able to::

o The features that make agricultural business irefigpeculiar
o How these peculiarities may influence managemeintiaes.
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il 1.3 Main Content

1.3.1 Features of Agricultural business organizations in
Nigeria

Some of the features of the most common of agni@ssies in Nigeria
are discussed below. These factors have greateimfks on the
understanding and management of agribusiness aajams.

I. The agribusinesses in the country comprise numeopesators
of varying sizes, ranging from small-scale soleppietorship to
large corporations. In spite of the difference ires, however,
these are all liked together. This linkage requastiteness in
organizational management. For instance, the cémwmaer and
his firm are linked to the producers of beverages.

. Most primary agribusiness products are perishahbtk r@quire
quick uptakes for marketing or processing.

iii. In Nigeria, like in many other places, the level family
ownership of many agribusiness organizations i$1.hig such
cases, decision-making is limited to family expece and may
be void of the ideas of modern-day agribusinessiedines most
of these businesses are inherited and may not mailcd effort
to expand.

iv. ~ There is a substantial degree of complexity and
interconnectedness among the various players iaghibusiness
sector. Each of these players engages in sometsmedl but
useful roles in these complex relationships. Fromdonsultants
responsible for designing, the managers responfiblelanning,
the input manufacturers and suppliers, farm opanatpersonnel,
processors and manufacturers and those who plajtaticg
roles like packaging, financing, retailing, trangpton, the
various food chains operators, etc., we find numenlayers in
the sector, all contributing their bits.

V. These millions of businesses are all built (dinedt indirectly)
around the millions of small- scale farmers who aggin the
production of numerous kinds of farm outputs. Whilese
farmers rely on policies, markets and inputs todpoers, their
outputs are the raw materials needed by the valdesg firms. It
is practically impossible for the other agribusmesurticipants to
exist and function without the farmers.

vi.  Thus, in many cases, the seasonality of the prirpapguction
influences the operations of the other participahtss easy to
observe that the input producers are more activeglahe pre-
cropping sand cropping season than at other pemddle the
value-adding firms are busier at the post-harvesbd.
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vii.  Natural disasters like drought, diseases outbrdiials; as well
pest infestations pose great risks to agribusisessese can, and
have led to lots of losses among Nigerian agritessroperators

viii.  Agribusinesses may be easily affected by governnpetities
and programmes. For instance, shortly after theb2€l&ctions
there was poor cash circulation that led to deea®mand for
some commodities like aquaculture outputs. The @con
situation eventually led to high input prices, whigave in turn
affected the prices of agricultural outputs. Faatle of policies
like fertilizer subsidy and a ban on agriculturabguce can be
helpful on the development of agribusinesses. Thgern
agribusiness operator has developed some thick against
disappoints and policy summersault.

ix.  There is a minimal influence of the vagaries iné¢ional forces
on Nigerian agribusiness, especially the cop settue influence
is however higher on the livestock and aquaculfuines relying
more on foreign inputs. Generally, however, theemgty of
Nigerians has continued to minimize the influend¢eexternal
shocks on agribusinesses.

X. The agribusiness sector operates in a unique nsagtaicture
where the homogeneity of the various products makes
differentiation difficult. In many cases, are smagribusinesses
competing in a relatively free market with are maajlers and
fewer buyers.

Self -Assessment Exercise

1: Mention at least 3 natural disasters of agribess.
2. What agribusiness linkage?

1.4 Conclusion

The peculiarities of agricultural enterprises ingélia and their
dissimilarities with other sectors call for a m@aeéaptive approach to
their management. The managers must therefore stader these
peculiarities for effective agribusiness management

19

1.5 Summary

In this section, we have learnt that Nigerian aggibesses require
special management skills as they:

. are mostly on small-scale level, and are scatteaedoss
numerous areas,

o are interconnect with some complexities

o are affected by the vagaries of weather and govenhpolicy
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o are characterizes family ownership
o are not easily affected by foreign interferences

1.6 ReferencesFurther Readings/Web Resour ces
Akinysoye, V. (2005). Agriculture and administration Nigeria: analysi
s of policies, pro-grammes and  administration. dsag
Macmillan. 598Pp

Downey, W.D and Erickson, S.P (1987) Agribusinessnagement.
(2ed). McGrawhill. pp477

Snodgrass, M.M and Wallace, E.T. (1977). Agricdtieconomics and
resource use. New Delhi. Prentice Hall. p.17
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Ml.? Possible Answersto Self -Assessment Exercises

Self -Assessment Exercise

1: Mention at least 3 natural disasters of agribess.

Answer:

Natural disasters include drought, diseases ouibrefloods; pes

infestation.

2. The agribusinesses in the country comprise numerous operators

varying sizes, ranging from small-scale sole pmtprship to large

corporations. In spite of the difference in sizZeswever, these are &
liked together. This linkage requires astutenessonganizationa
management. For instance, the cocoa farmer anfirmsare linked to

t
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the producers of beverages.
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UNIT 2 ECONOMIC ENVIRONMENTS AND NATURE
OF AGRIBUSINESS OWNERSHIP

Unit Structure

2.1 Introduction

2.2  Learning Outcomes

2.3 Main Content
2.3.1 The Laissez-faire economic environment
2.32 Nature of Agribusiness Ownership in

Nigeria

2.4  Conclusion

2.5 Summary

2.6 References/Further Readings/Web Resources

2.7 Possible Answers to Self -Assessment Exercises

@2.1 Introduction

Dear students, | welcome you to Unit 2 of Modulef3this Course
AEM 509 Principles of Agricultural Business Managamh In the last
unit we learnt that the peculiarities of agricuttuenterprises in Nigeria
and their dissimilarities with other sectors call fa more adaptive
approach to their management. The managers musfdhe understand
these peculiarities for effective agribusiness nganzent.

Agribusinesses exist in an economic environmente THigerian
economic environment allows anyone to own and dperan
agribusiness. This macroeconomic policy environnagtermines the
nature of the agribusinesses and needs to be uooe@rsor proper
management.

@2.2 L earning Outcomes
By the end of this unit, you should be able to::

o The lasses-faire economic environment
o The ownership nature of agribusinesses in Nigeria

2.3 Main Content
2.3.1 The Laissez-faire Economic Environment
Laissez-faire isan economic policy of minimum goweental

interference in the business and economic affairendividuals and
society. The term laissez-faire means, in Frenalow to do”. Thus the
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government allows individuals and even her, to uatke business
activities without intervening beyond the provisiohguidelines that are
meant to ensure compliance with laws and ordere dlidelines relate
to the procedure for registration, the competitivamework, and

taxation issues, among others. Agribusiness orgtioirs in Nigeria,

therefore, sprang up in this environment. Klonsk91(1) observed that
the development of agribusiness from a laissee-faperation calls for
its organization for efficient operation in a grogieconomy such as
Nigeria.

2.3.2 Nature of Agribusiness Ownership in Nigeria

An agribusiness venture could be privately or pmplowned. Private
ownership exists when individuals exercise thetragid responsibilities
of ownership. Private ownership of agribusinesaeNigeria is the most
common. These include single ownership of farmuingupply, and,
marketing and processing firms, and the ownershgnoilar businesses
by more than an individual. These include the nwumersmall-scale
agricultural ventures scattered across the country.

Public ownership also exists when the governmeeti¢Fal, State, or
Local) creates exercises and enjoys ownership giglihere are a
number of production and processing agribusinesasfiacross the
country either at the local, state, or federal goneent level. Instances
may also exist where both the government and mivatividuals

jointly own agribusiness enterprises.

Self -Assessment Exercise

1: What is The Laiss+faire Economic Environmer
2. Explain the nature of agribusiness ownershifigeria

2.4 Concluson

It has been noted that the lass’s faire economwtr@mments provided
by the government permits anyone to legally own apegrate an
agribusiness.

[IW 2.5 Summary

In this unit, we have:

. noted the “free to do” economic environment in whic
agribusinesses exist in Nigeria.

o noted that the government plays the role of proygdihe
framework for the establishment and operationgyoibasinesses
in the country.
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o seen that individuals, groups, governments are freeown
agribusiness in this free to do environment

m

=

~—12.6 ReferencesFurther Readings/Web Resour ces

https://www.ksre.k state.edu/kams/succession/firmdtdgricultural Bu
siness Structures.pdf https://www.britannica.copiftaissez-
faire. Retrieved 23 January, 2022
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MZ.? Possible Answersto Self -Assessment Exercises

Self -Assessment Exercise
1: What is The Laissez-faire Economic Environment?
Answer:

Laissez-faire isan economic policy of minimum goweental
interference in the business and economic affairendividuals and

society. The term laissez-faire means, in Frenalow to do”. Thus the

government allows individuals and even her, to utadte busines
activities without intervening beyond the provisiohguidelines that ar
meant to ensure compliance with laws and order.

2. An agribusiness venture could be privately or publicly owned.
Private ownership exists when individuals exerctee right and
responsibilities of ownership. Private ownership agfribusinesses i
Nigeria is the most common. These include singl@erghip of farm
input supply, and, marketing and processing firamgl the ownership @
similar businesses by more than an individual. €hewxlude the
numerous small-scale agricultural ventures scattaceoss the country.
Public ownership also exists when the governmeeté€Fal, State, 0O
Local) creates exercises and enjoys ownership gigfihere are

number of production and processing agribusinesssfiacross th
country either at the local, state, or federal goneent level. Instance
may also exist where both the government and mivatividuals

(ORR2)
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jointly own agribusiness enterprises.
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UNIT 3 FACTORS THAT INFORM THE CHOICE
AGRICULTURAL BUSINESS ORGANIZATION

Unit Structure

3.1 Introduction
3.2  Learning Outcomes
3.3 Main Content
3.3.1 Factors that inform the choice of AgricultuBusiness
Organization
3.4  Conclusion
3.5 Summary
3.6  References/Further Readings/Web Resources
3.7 Possible Answers to Self -Assessment Exercise

@3.1 Introduction

Dear students, | welcome you to Unit 3 of Modulef3this Course
AEM 509 Principles of Agricultural Business Managerh In the last
unit we learnt and noted that noted that the lasiie economic
environments provided by the government permitsonayto legally
own and operate an agribusiness, depending on goak skills, the
operating environment or the amount of capital laédeé to him, the
demand for his products or services, one may sélect a number of
agribusiness organizations.

@3.2 L earning Outcomes
By the end of this unit, you should be able to:

o What factors one need to consider in selecting foren of
agribusiness organization to establish and operate

it} 3.3 Main Content

3.3.1 Factors affecting the choice of an Agribusness
Organization

In deciding whether to organize an individual preforship, a

partnership, or a corporation, the following bdaictors should be taken

into consideration:

1. The owner(s) objectives and philosophies of thiébaginess: the
goals of the owner(s) of a business as well as ghieling
ideology are important factors to consider in teéedmination of
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the form of business organization to float. In aion where a
business-man is more interested in having the tmatrol over

the business, the best bet will have to be a saprigtorship.

There are also instances where a fellow is intedeshly in being

a co-owner of a business, and may not be interéstiee day-to-

day running of the business. In such a case, tttagyahip option

may be considered. Another consideration may bievest in a

corporation.

The size of the agribusiness being started. Buoéstbn on what
type of agribusiness organization to establishige determined
by the desired size of the business. This may theeimced by the
amount of capital available as well as how muctetitme owner
has to put into the business, among others. Apolerietorship

may be considered in the event where one has btdet-up

capital or where he has little time for the busines

The organizing cost and the nature of work assediatith the

task of organizing it. The cost of an organizatias,well as the
related nature of work associated with an orgaimirabf the

resources are factors to also be considered ictsgjethe form

of agribusiness to establish. A civil servant wias hess time for
organizing an agribusiness may consider options dna time

friendly and that do not demand so much time.

The initial capital outlay available for the bussse This is the
most critical of all determinants of agribusinesgamizations. No
matter the ideology, the time one has and thetglidi organize
resources, the ability to raise the amount of ehpieeded for the
commencement of the business is an important ceradidn in

the selection of what agribusiness organizatioestablish.

The amount of capital required for operations. Asftbm the

initial capital outlay, the capital required foretlperations of the
organization is another very important factor tonsider. A

business requiring a high volume of capital to may not be the
best for a man with poor access to running cosis.ekample, a
catfish production business that requires hundoddhousands
Naira for its daily operations may be better esshigd as a
corporation or partnership, while that which regaira few

hundred Naira to run every day may best be esteduligs a sole
proprietorship.

Other factors to consider in the establishmentroagribusiness
organization are:

The ease of obtaining additional capital.

The tax liabilities and options available

The involvement of the owner(s) in the managemedt @ntrol

of the agribusiness.

The desired method of distributing earnings asH ri
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11.  The factors of stability or continuation and trienf ownership
available.

12. ease of function

13. size of the target market

Self-Assessment Exercise

1. How does the amount of capital required for apens affect the
choice of an agribusiness organization?
2. State the factors to consider in the estabksttimof an

agribusiness organization.

3.4 Conclusion

The establishment and operation of an agribusimeslligerian are
activities that have to be carefully thought outthwconsideration for
some personal and environmental factors.

1

3.5 Summary
In this unit, we have learnt that:

o the operating environment, the tax liabilities, thige of the
market, the required capital, the ease of accessamital and
additional capital, the risk, the stability and tonoity of
business, etc., all influence the choice of theibaginess
organization to establish and operate.

==13.6 References/Further ReadingsWeb Resources

Ebong, V. O. (2007). Agribusiness Management in evdlbping
Economy. The Nigerian Perspective, Robertmindegrirgtional
Publishers. Pp 1 - 6.

https://www.ksre.k state.edu/kams/succession/firsdiAgricultural Bu
siness Stru ctures.pdf
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MBJ Possible Answer sto Self -Assessment Exer cises

Self-Assessment Exercise

1: How doesthe amount of capital required for operations affect the
choice of an agribusiness organization?

Answer:

The amount of capital required for operations. Asftcbm the initial
capital outlay, the capital required for the opiera of the organizatio
is another very important factor to consider. Aibass requiring a hig
volume of capital to run may not be the best fonan with poor acces
to running costs. For example, a catfish productimrsiness tha
requires hundreds of thousands Naira for its dapgrations may b
better established as a corporation or partnershigle that which
requires a few hundred Naira to run every day mest be established
as a sole proprietorship.

D =~ (h D O

2. Other factorsto consider in the establishment of an agribusiness
organization are:

. The ease of obtaining additional capital.

. The tax liabilities and options available

o The involvement of the owner(s) in the managemedt@ntrol
of the agribusiness.

o The desired method of distributing earnings asi ri

o The factors of stability or continuation and tremf ownership
available.

J ease of function

o size of the target market
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UNIT 4 TYPES OF AGRICULTURAL BUSINESS
ORGANIZATION

Unit Structure

4.1 Introduction
4.2  Learning Outcomes
4.3  Main Content
4.3.1 The Sole Proprietorship
4.3.2 Partnership
4.3.3 Limited Company (Company Farming)
4.3.4 Agribusiness Cooperatives
4.4  Conclusion
4.5 Summary
4.6 References/Further Readings/Web Resources
4.7 Possible Answers to Self -Assessment Exercises

@4.1 Introduction

Dear students, | welcome you to Unit 3 of Modulef3this Course
AEM 509 Principles of Agricultural Business Managerh In the last
unit we learnt and noted that the establishment @peration of an
agribusiness in Nigerian are activities that havéé carefully thought
out, with consideration for some personal and emvirental factors.

It is therefore the careful evaluation of the abfaeors decisions that
can help in the selection of most appropriate fasmagribusiness
organization. The different types of agribusinessnf which a selection
can be made include sole proprietorship, partngrshgribusiness
limited company, agribusiness cooperative and &aieing.

@4.2 L ear ning Outcomes

By the end of this unit, you should be able to:

. The different forms of agribusiness organizations
o The characteristics of these organizations
. The strengths and weaknesses of these organizations
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4.3 Main Content

4.3.1 The Sole Proprietor ship

Sole proprietorship relates to businesses owned naadaged by an
individual. This is considered the oldest simplastl the most popular
form of agribusiness organization. In most devetbpations of the
world, the agribusiness sole proprietorship is sy y@opular form of
organization but the organization structure of bhusiness tends to be
affected seriously by inadequate finance. Agriaqaltu sole
proprietorship has only one owner, who takes a@lrikks, enjoys all the
profit and makes all the managerial decisions. Tidsvidual therefore
takes the responsibilities (risks) of all that desfrom these decisions.
In Nigeria, about 80% of the people are engageso#es proprietors in
agribusiness enterprise with more than 50% engaigirtige production
field of agriculture, forestry and fishery. These usually supported by
immediate family members.

It should be noted that this form of agribusinesssinot usually need
any formal application to be approved by the goveant before starting
operation. Because they are not registered legaldy do not pay taxes
except they are recognize by tax collectors.

4.3.1.1 Advantages of sole proprietor ship

The advantages enjoyed by the sole proprietorsiajonty dwell on the

flexibility of the business. These advantages &eussed as below.

I. The owner exerts complete control over plans, ognes,
capital, policies and other management decisions.

il. The owners of such businesses are usually freaytmut a
number of new ideas

iii. In most of the cases, legal formalities are notessary and
license fees are low.

iv. There are little or no tax liabilities.

V. Termination or modification of the agribusinesgasy.

vi.  This form of organization requires minimal amourit initial
capital.

vii.  Under good financial standing of the proprietonders would be

most wiling to extend lending (funds) to the preporship.
4.3.1.2 Disadvantages of sole proprietor ship

Despite the above advantages, the sole proprigpofates a number of
hurdles as shown discussed as below.
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I. Possession of limited amount of capital for theding process
thereby limited the size of the agribusiness ang ftleducing the
production scale.

il. Risk is great since the owner is personally andmitédly liable
for all debts to creditors. Lenders are alwaysigent to lend
money to private owners of agribusiness except &/keHaterals
are provided as security for such loans.

iii. Sole proprietorship lacks stability and continusty it depends
solely on person. The death of that person in efeexs the
business.

iv.  The burden of overall direction and coordinationyrba beyond
the proprietor’s capacity when the business becdangs.

4.3.2 Partnership

Partnership is a business that is owned by an association of dw

more people(usually not exceeding 50) who share in both risk and
profit. It constitutes about 10% agribusiness gqutses operating in
Nigeria. Partnership Act of 1990 defines partngrsis the relationship
that subsists between two or more people carryurglawful business

with a view to making profit. Due to limited andsufficient funds

available to the sole proprietor, it is often neeey for individual to pull

their resources (capital, labour, management, éspeetc.) together in
order to reap income of scale.

In partnership, an agreement is required. Partigeragreement can
either be written or oral or on contract betweentigs involved.
Nevertheless, it is strongly advisable that paghgr agreement be
written to avoid any misunderstanding among menael for ease or
reference. This agreement may set forth respectights and
obligations, determine the share of ownership &rhepartner and state
how profits or losses will be appropriated.

4.3.2.1 Typesof Partnership

Partnership in agribusiness can be divided intat2gories:
1. General partnership
2. Limited partnership

General partnership: In this form of partnership, all the partners
possess the right and power to act as agents aifloélthe partnership.
They are also eligible to participate in the dathanagement and
operations of the agribusiness. The partners &lacesall the liabilities
of the business equally. One may find for exampleice production
enterprise in which some individuals put their fartdgether and still
participate in the day to day running of the eniegs.
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Limited partnership: in this form of partnership, the business is
required to have at least one general partner whesponsible for the
daily management and operations of the business.p&ticipation of
the other members of the partnership in the daiywmg of the business
is usually on a limited basis. for example, in mangtances, it is
possible for find a partnership in which a felloantributes the fund for
a business and the other contributes the techeigagrtise as seen in
some aquaculture production enterprises. In thiangement, some
partners may not bear the full legal liability ofganeral partner, even
though they contribute the capital needed for thaning of the
business. Such partners are called limited partn@ischnically
speaking, the liabilities of a limited partner diability is “limited” to
the volume of funds he contributed to the business.

Advantages of Partnership

i. Partnership brings together more resources (huwcegital etc.)
than the sole proprietorship.

i Partnerships are less formal than companies. Relatiless
administrative efforts and simpler accounting megoare
required.

ii. Partnerships also require less legal rigor and ewetp to
companies. The operations and registration of pesinps do not
come with the high level of legal processes a®mganies.

iv. Except in the case of written agreements, agril@ssin
partnerships can easily be review in the light oféwn
developments

V. It benefits from the enormous talents of the indlisls partners
that are involved in the agribusiness.
Vi There is also greater access contacts, experiemnc&reowledge.

Each of the partners comes to the table with thiéerent arrays
of experience, knowledge and business contact,ngjivine
business higher chances of success.

vi. ~ They are very much motivated in nature than proprship in
terms of good welfare scheme for the workers.
vii.  Credit is more easily available, because all pastnare

personally liable for the debts of the partnership.

iX. Partnerships enjoy higher levels of privacy. Unli@mpanies
which are required to make certain information dabthem
public, partnerships enjoy a good degree of privacy

X. In Partnership the partners only pay tax on thecatied shares,
and no tax is paid in the business as a whole.
Xi. Partnerships, owing to the number of partners ahdirt

experiences, knowledge and skills, have the adganté making
better decisions.

Xii. Unlike the sole proprietor who will find it diffiduto attract a
partner, the general partnerships find it easy dmia new
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partners. it is also possible for partnershipotattract good staff
to the business with the promise that they couldobe a
partners

Disadvantages of Partnership

Vi.

Vii.

viil.

In a general partnership each partner is personalhy
unlimitedly liable for all the debts of the agriliusss firm.

A limited partnership suffers the lack of both readnds for
business and talented people as compared to aratiqgro

There is a high likelihood of lack of instability@ discontinuity
of the partnership in a limited partnership. Faxtdike
disagreements, lack of trust, and sometimes death work
against the stability and continuity of an agrilesis partnership
arrangement.

The size of the agribusiness firm is limited to thartners’
resources, since the scale of securities in theketsris not
possible as it would be with a corporate ownership.

There is the issue of unlimited liability. Sinceetlpartnership
itself has no legal status, the partners are paliyolable to any
risk linked to the partnership. Any debts owed log partnership
are settled from the personal pockets of the iddiai partners. if
the business runs into a serious debt, the pregerfithe partners
may be at risk of being confiscated and sold tarctbe debts.
This risk is further exacerbated by the fact tha¢ @artner can
commits other partners. For instance, a partner witertakes a
risky activity on behalf of the firm will eventugllead others into
problems should the activity leads the firm intdoide

Unlike the sole proprietorship who commands sonestige, a
partnership lacks any sense of serious recognition.

Because of its legal status, and its likelihood irtstability,
clients may prefer to deal with companies insteé2lients often
want to minimize risk; hence, instead of dealingthwi
organizations that have low stability status, theyuld rather
prefer to deal with companies.

While partnerships are more likely to raise monedfsi than sole
proprietorship, their access to is constrainedhgyrtlegal status.
Banks and other lenders prefer to see more traaspar
accounting systems and a defined legal persontdityfirms,
which partnerships lack because they are not fegafiuired to
have them.

There are potentials for conflicts in partnershif@metimes,
conflicts arise from how the reward of a particidativity should
be distributed especially where some partners hat ip
considerably more efforts than others. There is #i® possible
of some partners desiring to have the final sayabbrmatters.
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There is also a position of conflict in the aspafcivhat direction
partners would want the partnership to take.

X. As opposed to a sole proprietorship, the partnersamy
partnership arrangement suffer from the loss obrawny, and
may find ideas which the feel are the best forfitme jettisoned
by other partners.

Xi. Unlike sole proprietorship in which the owner camilaterally
decide to retain some of its profits, partnershigshave to share
their profits if one of them is against it.

Xii. The process of decision making in a partnershiysiglly slower
than that of sole proprietorship because of thel nedave every
member make their inputs. This can lead to timee.lom
agribusinesses, where a lot of activities are seresitive, a delay
in taking decisions can have damaging consequences.

xii. ~ The developments of partnerships are constrained phethora
of issues, some of which have been outlined. Fantpte, the
limitation place on its access to funds, can liniissdesire for
expansion. Individual differences and the consetaleconflicts
can also hinder the progress of partnerships. atle ¢f personal
legal status by the partnership also constrainfsoin making
progress. For instance, it is impossible for iatguire asset, and
it suffers from the loss of those clients who wowént to do
business with organizations that have legal petgmsa

4.3.3 Limited Company (Company Farming)

Most Nigerian farmers are either operating as gmprietorships or in
partnership. Company status has not been usedldaoga extent in
farming as in other business due to a natural tahoe of farmers and
other agribusiness operators to load themselvésenxira administrative
burden. However, company farming is growing in dapty for large
farms. Here a few or many individuals may grougntlselves to carry
out farming with the same rights and duties as rafividual person.
These individuals follow legal procedures to incorgie their
companies and raise resources. The resources &varirof stocks and
shares. While the stocks and shares belong totheiduals, the assets
belong to the company.

The form of organization that embodies these aiteb is the
corporation which is limited by shares that indiwad contribute and
hence the name Limited Liability Company. AccordiogHayes (2020)
“a limited company (LC) is a general form of incorption that limits
the amount of liability undertaken by the compansgtsareholders.
It refers to a legal structure that ensures thatligbility of company
members or subscribers is limited to their stakthencompany by way
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of investments or commitments. In a legal sendiepited company is a
person”.

A limited company (corporation) is therefore a “lpaglithorized by law
as a private person and legally endowed with varimaghts and duties”,
among them to receiving, own and transfer propgrtgnake contracts,
and to sue and be sued. (Webster Dictionary, 1970).

A limited company can raise large amount of capdatlay for the

faming business by selling stocks or shares of ostme to investors.
The accumulation of these capital resources prevajortunities for
the shareholders who are essentially the ownettseofompany to make
profit (dividends) if it succeeds.

4.3.3.1 Typesof Limited Liability Companies

There are two types of limited liability compani@$ese are:
. private companies
o public companies

Their differences are as follows:

1. In Nigeria, the maximum number of members in a aBv
company is 50, whereas there is no limit to the Inemof
members in a public company, although the minimwmb50

members.

2. A public company is listed on a stock exchange amile a
private company is held privately by members.

3. While a public company is required to have up tdirgctors, a

private company can have 1 director.
4. While a public company can invite the general publo
subscribe to her shares private limited liabiliyrgpany cannot.

L egal Processesfor Registering a Company

The establishment of a corporation is undertakerioigwing certain

legal processes and meeting requirements that are sumbersome
than those of sole proprietorship and partnershipsme of the
requirements for the establishment of a corporadien

1. Articles of incorporation.

2. By-laws

3. Stock certificates

Articles of incorporation: These are a set of official documents that
need to be submitted to the government (in ageesyonsible for the
registration of a company in order to legally doeuts the creation of
a corporation. these usually contain essentialrinédion such as the
name of the company, its physical address, the atmand type of
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stock to be issued, among others (Kenton, 2020Nigeria, anyone
who intends to register a company will have to apph the Cooperate
Affairs Commission the government agencies registnaof companies
in Nigeria.

Bye-Laws. these are set of rules made by a company to asgaind
control the activities of its members. These ralesset by shareholders
within the limited permitted by higher authoritiesregulations. Hence,
while the owners of company in Nigeria can seerthdes, the rules
must not violate the constitution or the regulasioguiding the
establishment of companies or any legal guidelines.

Stock certificates: these are documents that indicate (as evidehee) t
number of shares owned by individuals in a company.

As earlier stated, shares/stock are raised toatarrun a company. it is
important to mention the meaning of these termmassing.

Stocks/Shares: the two terms are used interchangeably to mean
financial equities or securities that denote thenexship of a company.

If you own a stock or shares in a company, youoaeof the owners of
that company. More technically however, stock(sjers to part
ownership of one (or more) company(ies) while shawwnership refers

to ownership of a company. So, one who owns a stoekcompany has
shares in that company. If he has stocks, it mbarisas shares in some
companies. So, one who has 3 stocks, has shaBesoimpanies.

Following this logic, the ownership of companiesvia the buying of
shares from that company. Doing this gives yowaksin that company.
Shares of stock are sold to members of public wi® isterested in
becoming parts of the ownership of the corporation.

Typesof shares

The types of shares include
1. Common shares

2. Preferred shares

Common shares: owners of common shares are the ones that have th
voting rights, and so, determine the future on mgany. The common
shares are the most common to hold and the hodtersisually in the
majority. These shares have the biggest potenfalslong term
investments. The profits are not fixed: they vaithwhe performance of
the company, and are also not guaranteed.

Preferred shares: the owners of preferred shares have no votinigt rig

and so cannot decide on the future of the comp@ingir dividends are
fixed and guaranteed in perpetuity. These sharensldre the first in
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line in dividend sharing and in the sharing of camy assets in the
event of liquidation of the company.

Advantagesof Limited Liability Companies

Vi.

Vii.

The main advantage of a limited liability comparyg( corporate
farm) is its limited liability. This feature guaraes that
shareholders are liable for damages only on thenéxaf their
shareholders.

Limited liability company have unlimited lifespaithis allows
farm firms to make long -range plans and thus eamuit, train
and motivate the best talent.

An investment in a publicly held company is liquitht is, can
easily be converted to cash, be being bought altl o stock
exchange. This liquidity ensures them to raiseldager sums
than other form of agribusiness organization.

Shares are easily transferable. Owners of sharas eesily
transfer them to others by trading them on the kstoarket,
while interested members of the public can easilyuae them
on the same platform.

For a private limited liability company, the risk takeover is
low, since it is restricted to 50 persons.

A limited liability company has a legal personalifyhis gives it
an edge over sole proprietorship and partnershipgegds ability
to raise funds, and patronage.

In Nigeria, the Company and Allied Matters Act (CAM
requires at just 1 director for any private limitdibility
company. This implies a great deal of powers ferdirector, and
the attendant freedom as against issues earlieedndor
partnerships.

Dlsadvantag&s of Limited Liability Companies

The most serious disadvantages lie on the reguolagguiring

limited company to publicly disclosed its financasd certain
corporate operations. Disclosing the company’s ifgrahargin

increase its vulnerability to an unpleasant contipeti

There is a plethora of legality and complies foritred that an
incorporated company must meet. These, accordindrréal-

young and Evans (2019) include holding of board tings,

general meetings, getting the accounts auditednter@ance of
statutory register and filing of annual return witle Companies
Registry each year. There is also the need to comith tax and
labor laws.

The restriction placed on the trading of her shameske it

difficult for a private limited liability companyotraise funds for
expansion or for engagement in other promising awaotes.
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Self -Assessment Exercise
\ 1: Outline the disadvantages of Limited Liabilitpi@panies.

4.3.4 Agribusiness Cooper atives

Cooperatives associations are non-profit orgargmati formed to
provide goods and services to members. A cooperaociety is a
business organization in which members pool trespurces together to
achieve common economic goal. Agribusiness coopertseek to
make profits for her members. Such cooperativese alue to number of
issues. The Nigeria small-scale farmers (agribssinmen) like their
counter parts in other developing countries ofwleld, face a number
of problems. These range from the use of crudeoandiated tools and
techniques of production to lack of access to ntark@thers include the
issue of fragmented and small size of holdings, lmeome, low
yielding crop varieties and livestock, breeds, ladkproduction and
consumption credit as well as fund mobilizationnather problem is
the low level of access to viable extension sesvighich is supposed to
provide education, new ideas and new methods ofcwdgrral
production, processing, marketing and management.

These problems put together have constrained theniaption of
Nigerian agriculture leading to low production, fil@ency of resources
use (low productivity and resource wastage). Thalfresults is a poor
agricultural sector, low contribution to total Gso®omestic Product
(GDP), low contribution to foreign exchange earsingmong others.

To escape poverty and optimal use of agricultiraburces, agricultural
value chain participants engage in cooperativea &xm of business
organization. Cooperation developed as a usefutrument for
promoting the interest of those who voluntarily @together to solve
most of the problems outlined above and enhande dlaa individual
welfare.

Nature of Agricultural cooperatives

Depending on the type of agribusiness venture bearged out, co-
operatives can be classified as “Producer”, “Coretinor “Credit
Cooperation”.

a. Producer Cooperatives

These include those formed by participants engaged with primary
production. Examples may include livestock coopeeat crops
production cooperatives spread all over the countnyd fisheries

62



AEA 509 MODULE 3

cooperatives which are spread in the riverine a@af€ross River,
Akwa lIbom, Delta, Rivers, Bayelsa and Lagos states.

b. Consumer cooperatives

Consumer cooperatives take care of the processimagketing and
distribution of agricultural products produced bymber. They also
grant loans to member to facilitate their procegsiBuch cooperatives
vary among the states of the Federation includiogée for Cocoa in the
Western states, palm produce and rubber in theeffasind southern
states and grains in the Northern states of Nigeria

C. Agricultural credit cooperatives

These are associations that are formed for theosempof thrift and
credits. They borrow funds from other financialtingions for onward-
lending to member and also provide saving facditie

d. Farmers multipurpose cooper atives

As the name implies they offer two or more serviwethose involved in
it. Most multipurpose cooperatives assist farmersltain improved
inputs and serve also as village banks, while sthkembine production
with marketing and processing of agricultural proeluThe growth of
cooperatives in Nigerian agriculture has been eragmd by favourable
government policies designed to help individual mfars help

themselves. Therefore government rarely interfemegheir activities.

What government does however is provide the nevs onth subsidies,
tax exemption and matching grants for infrastruadttevelopment as
well as enact legislation that gives them theialegatus.

I mportance of agricultural cooperatives

The following are some of the importance of agtiztal cooperatives to

members.

I. The educational programmes of cooperative sociedashe used
as means of extending and introducing improvedneidyies to
member. Cooperatives in agriculture have the olecof
educating members. This helps members to acceshil use
information. Cooperatives can also easily approagtension
agencies to help organize trainings in productimanagement
and marketing, etc., for her members.

il. Cooperatives can also serve as important chanoelmndrketing
the products of members (Osuntogan, 1980). Codpesatre
able pool their resources together to create a Witk viable
markets so her members can sell their productss s been
demonstrated for many commodities like Soya beary]
Cassava, where cooperative members are able tedswatheir
outputs to meet up the industrial demands by aertgro-
processing companies.
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Cooperatives can also assist members acquire mitanlike
seeds, fertilizers and farming equipment at redwoed.
Agricultural value chain participants have the ofpoities to
receive credits at lower cost through their coopezasocieties as
well as drive other benefit of large scale operaiioproduction,
marketing, credit and input purchases.

Agricultural cooperatives also have the opportesitof being
considered for grants. Many grants offering orgamans like the
governments and international aid agencies prefedeial with
agricultural participants as a group, and coopezatoffers a way
of grouping agricultural participants with the sameal. This
thus makes it easier for agricultural participatdsaccess the
much needed grants for the expansion of their agifess.

Advantages of agribusiness cooper atives

1.

The cooperative offers opportunities to resouraar moembers to
excel. A member of a cooperative is able to aahibvough the
cooperative, what he would not have been able aekialone.
The cooperative is thus an avenue to achieve ojacties by
using collective resources.

The cooperative offers an opportunity for the criesslization of
ideas. Members of a cooperative have an opportwhitgarning
from one another through the sharing of ideas.

Beyond the business goal, members of cooperatings/ ¢he
collective and individual good will of the coopevat and the
members at needy moments. The cooperative as @ gl her
members usually rally round their members duringrmaots of
joy, griefs and ceremonies.

Cooperatives do not require long legal proceduseset formed, hence
are easy to establish.

Disadvantages of cooperatives

1.
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Cooperatives are likely to suffer from lacktaist for certain
members. Since trust is a key ingredient in then&diion of

cooperatives, the absence of it poses serious tthoeahe

continued existence of the organization.

There also the issue loss of autonomy. A simgéenber cannot
decide on the course of action for the cooperafives is unlike

the case of the sole proprietorship where the owredtes all the
decisions and determines the course of events sogrgss for
the organization. The lack of autonomy in a coofpzanay lead
to the non-adoption of a workable idea proposedabgingle

member.
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3. There are bound to be delays in the decisioRingaprocess
since members need to be consulted on mattersefdsidns to
be reached.

4. Quarrels, disagreements are highly likely inop=ratives,

especially when and where selfish interests anditamb take
begin to take the center stage.

Self -Assessment Exercise
| 2: Differentiate between articles of incorporatimd bye-laws.

4.4 Conclusion

There exist a number of options to consider in theice of an
agribusiness organization. These options have theispective
characteristics, merits and demerits, which needb& carefully
considered.

1

4.5 Summary
In this unit, we have learnt about characteristiesrits and demerits of

sole-Proprietorship,
partnership

limited liability companies
agribusiness cooperatives
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mzw Possible Answer sto Self -Assessment Exer cises

Self -Assessment Exercise
1: Disadvantages of Limited Liability Companiesare:

I. The most serious disadvantages lies on the regualagquiring
limited company to publicly disclosed its financasd certain
corporate operations. Disclosing the company’s ifgrahargin
increase its vulnerability to an unpleasant contipeti

. There is a plethora of legality and complies foiitresd that an
incorporated company must meet. These, accordindrréal-
young and Evans (2019) include holding of board tings,

general meetings, getting the accounts auditednter@ance of

statutory register and filing of annual return witte Companie
Registry each year. There is also the need to comith tax and
labor laws.

iii. The restriction placed on the trading of her shameske it
difficult for a private limited liability companyotraise funds fo
expansion or for engagement in other promising awaotes.

Self -Assessment Exercise
2: Differentiate between articles of incorporation and bye-

laws.
Answer:

UJ

Articles of incorporation: These are a set of official documents that

need to be submitted to the government ( in ageesponsible for th
registration of a company in order to legally doemts the creation @
a corporation. these usually contain essentialrinéion such as th
name of the company, its physical address, the atand type of

stock to be issued, among others (Kenton, 2020Nigeria, anyone

who intends to register a company will have to apph the Cooperat

Affairs Commission the government agencies redisinaof companies

in Nigeria.

Bye-Laws. these are set of rules made by a company to atgaind
control the activities of its members. These ralesset by shareholde
within the limited permitted by higher authoritiesregulations. Hence

while the owners of company in Nigeria can se tmeles, the rules

must not violate the constitution or the regulasioguiding the

[

=

A

D

establishment of companies or any legal guidelines.
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MODULE 4 ENTERPRISE SELECTION

Unit 1 The Meaning of an Agribusiness Enterprise

Unit 2 Agribusiness Enterprises in Nigeria

Unit 3 Agribusiness Enterprise Selection Steps

Unit 4 Factors to Consider in the Selection of agriBusiness

(e.g. a Crop) Enterprise

UNIT 1 THE MEANING OF AN AGRIBUSINESS
ENTERPRISE

Unit Structure

1.1 Introduction
1.2  Learning Outcomes
1.3  Main Content
1.3. 1: The Meaning of an Agribusiness Enterprise
1.4 Conclusion
1.5 Summary
1.6 References/Further Readings/Web Resources
1.7 Possible Answers to Self -Assessment Exercises

@1.1 Introduction

Dear students, | welcome you to Unit 1 of Modulefithis Course
AEM 509 Principles of Agricultural Business Managerh In the last
unit we learnt and noted that there exist a nunolbeptions to consider
in the choice of an agribusiness organization. €hgstions have their
respective characteristics, merits and demeritsicltwmeed to be
carefully considered.

What makes an enterprise an agribusiness ente?phisd what range

may agribusiness enterprises cover? These aresthes addresses in
this unit.

@1.2 L earning Outcomes

By the end of this unit, you should be able to:

. The meaning of an agribusiness enterprise
. The domains of agribusiness enterprises.
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1.3 Main Content

1.3.1 Meaningof an Agribusiness Enterprise

An enterprise in agricultural sector is any agribass unit that
combines resources to achieve its objective(s). @gribusiness
enterprise can be defined as a firm, owned andabgeroy a single
person (sole-proprietorship) or group of peoplet(paship), engaged in
agric-related business (Abass, 2013). It may alsoabthe level of
corporation and cooperatives.

In Nigeria, Agribusiness is being viewed as a vgagment of the
economic. This follows from the role of agricultuas the dominant
sector of the economy and a significant contribt@aural economy and
prosperity. Agribusiness remains important in teraisprovision of
employment, poverty alleviation, and export earsing

An agribusiness enterprise could be a unit engagdde production of
inputs/machinery, a particular crop, livestock gmmocessing any raw
resources to consumable goods. At this point,iamale individual will
face the question of what to produce as any busimgerates in a
changing and dynamic society, which opportunitiesweell as goals
change over time making periodic reassessment djpdtements in the
business necessary Ebong (2007) and Kay (1986).

However, Klonsky (2011) in his farm managementeserinaintained
that the selection of enterprises is critical itedmining whether or not
the goals will be met through farming or agro-retaactivity.

Self -Assessment Exercise

1. Agribusiness is a vital segment of the economyNigeria.
Discuss.
2. What is an agribusiness enterprise?

1.4 Conclusion

An agribusiness enterprise may be seen as anyudigre-related
venture. It may be owned by an individual or a grai persons, and
exist with a wide domain of agriculture-related imesses; and is
recognized as an important sector of the Niger@amemy.
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1.5 Summary
In this section, we have learnt:

o that an agribusiness enterprise may be any busimteeest
related to agriculture- with in the production segor the
services/support and value addition segments

o the position of agribusiness enterprises to thehig economy

|
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M1.7 Possible Answersto Self -Assessment Exercises

Self -Assessment Exercise

1: Agribusiness is a vital segment of the economy in Nigeria.
Discuss.

Answer:

This follows from the role of agriculture as thendioant sector of th
economy and a significant contributor to rural emoy and prosperity.
Agribusiness remains important in terms of prowvisaf employment
poverty alleviation, and export earnings.

D

2. An enterprise in agricultural sector is any agribusiness unit that
combines resources to achieve its objective(s). @gribusiness
enterprise can be defined as a firm, owned andatgeroy a single
person (sole-proprietorship) or group of peoplet(Eship), engaged in
agric-related business (Abass, 2013). It may alsoabthe level of
corporation and cooperatives.
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UNIT 2 AGRIBUSINESS ENTERPRISES IN NIGERIA
Unit Structure

2.1 Introduction

2.2  Learning Outcomes

2.3  Main Content
2.3.1 Categories of Agribusiness Enterprises ireN&y
2.3.2 Some Agribusiness Enterprises in Nigeria

2.4  Conclusion

2.5 Summary

2.6 References/Further Readings/Web Resources

2.7 Possible Answers to Self -Assessment Exercises

“':)12.1 Intr oduction

Dear students, | welcome you to Unit 2 of Modulefdthis Course
AEM 509 Principles of Agricultural Business Managerh In the last
unit we learnt and noted that an agribusiness pnsermay be seen as
any agriculture-related venture. It may be ownedahyindividual or a
group of persons, and exist with a wide domain gricalture-related
businesses; and is recognized as an importantrsettthe Nigerian
economy.

From the inputs sector, through the production agetd the post
production sectors exist a plethora of conceivalblgribusiness

enterprises from which selection can be made. Thataprises will be
identified in this section.

@2.2 L ear ning Outcomes

By the end of this unit, you should be able to::

o The categories of agribusiness enterprises, and
. Some agribusiness enterprises in Nigeria.

2.3 Main Content

2.3.1 Categoriesof Agribusness Enterprisesin Nigeria

Agribusiness enterprises may also be viewed broddiyn two
perspectives namely
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o those that own and operate farm:These are those involved in
the production of crops, animals and fish for huro@ansumption
. those that provide essential goods and services to these farms

and on their output. These are those involved with farm inputs
and services as well as those involved with theegladdition to
the products from the farms. In the former categovg have
suppliers of inputs like machinery, equipment, sedtmicals,
feed, etc., as well as financiers and consultaimsthe latter
categories are processors, financiers, marketarssgorters, etc.

Each enterprise in any of the above categoriebaginess may be small
or large scale.

2.3.2 SomeAgribusiness Enterprisesin Nigeria

Available agribusiness enterprise options in Ngenay include that are
involved with the following from the inputs sectothrough the
production sector to the post production sectorstexa plethora of
conceivable agribusiness enterprises from whichcgeh can be made.

The following are some agribusiness enterprise®dppities in Nigeria

I. Agric input production, and supply (eg supply ofeds,
agrochemicals etc.),

. Agri-equipment/machinery ~ manufacturing,  supply and
maintenance ,

iii. Arable crop production (eg production of cassavamy
soybeans, corn, wheat, groundnut, melon, etc.),

iv. Permanent crop production (production of cocoa,beup oil
palm, etc),

2 Fruits and vegetable production (eg. production leéfy
vegetables, water melon, etc),

vi.  Agric produce processors, (e.g. processing of gamking of
fish, production of garri etc.),

vii.  Agric-produce exportation,

viii.  Extraction (eg. of pulp, gum Arabic, rubber sap)etc

iX. Production/extraction of juice (mango juice, orafgee etc.),
X. Retailing of agric-produce,

Xi. wholesales of agricultural produce,

xii.  Livestock production,

xiii.  Operation of butcheries, slaughter houses,

xiv.  Processing of milk,

xv.  Tractor hiring,

xvi.  Agricultural consultancy,

xvii. Extension services,

xviii. Veterinary services, and

xix.  Financial services, among others
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Self -Assessment Exercise

1: List any five agribusiness supplies.
2.Mention any 4 examples of arable crops.

2.4 Conclusion
We have noted the various conceivable units ofbagiess units

available from the inputs sector, through the potidn sector to the
post production sectors and their broad categories

MZ.S Summary

In this section, we have learnt:

. the different categories agribusiness enterprisethe Nigerian
economy, and
o the various conceivable agribusiness enterprisdsgaria
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MZJ Possible Answer sto Self -Assessment Exer cises

Self -Assessment Exercise
1: List any five agribusiness supplies.

Answer :

. Agribusiness supplies include inputs like machineguipment
seed, chemicals, feed, etc., as well as finanaiedsconsultants. In the
latter categories are processors, financiers, nenkeransporters, etc.

2. Arable crops include: cassava, yam, soybeans, corn, wheat,
groundnut, melon.
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UNIT 3 AGRIBUSINESS ENTERPRISE SELECTION
STEPS

Unit Structure

3.1 Introduction

3.2  Learning Outcomes

3.3  Agribusiness Enterprise Selection Steps

3.4  Conclusion

3.5 Summary

3.5 References/Further Readings/Web Resources
3.7 Possible Answers to Self -Assessment Exercises

@3.1 Introduction

Dear students, | welcome you to Unit 3 of Modulefdthis Course
AEM509 Principles of Agricultural Business Managerdn the last
unit we learnt and noted the various conceivablésurt agribusiness
units available from the inputs sector, through piheduction sector to
the post production sectors and their broad caiegjor

Before committing one’s resources (funds, time amérgy) into a
venture, it is important that an individual or aogp of individuals
carefully follows some steps. These steps willreated in this unit.

@ 3.2 Learning Outcomes

By the end of this unit, you should be able to:
. various steps that one needs to follow to selecagnibusiness

enterprise.
-

111

3.3 Agribusiness Enter prise Selection Steps

When the question of what enterprise to select i3¢as necessary for
the individual to be guided by steps required tgage in enterprise
selection process. The steps include the following:

3.3. 1 Setting of Goals: Every individual has his or her own view of
goals. These goals need to be more specific ansbnamtiented.
Furthermore, these goals should be measurablemie seay and have a
time frame associated with them. When writing doyaur goals, also
write down the time frame and ways you can meastreir
achievement. This will help in evaluating the swscef your business
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and in developing an implementation plan. The feifgy is a list of
guestions that can be used to help develop yowsflgoals:

o Is your primary reason for farming to maximize ine® to have
a rural lifestyle, to provide income for family mbsers, or other?

. What other activities are you involved in, and wiaae the
priorities of these activities relative to the fabusiness?

. Do you want to devote full-time effort to the agrdiness

enterprise or you would prefer to run the entegpos the basis
of part-time?

. How much are you willing to be restricted by timedacapital
demands of your farm business?

o Do you want to eventually transfer the ownersHiphe farm to
a partner or family member?

o Is income from the farm and/or sale of the farmnaportant part

of your retirement plan? What is the desired peredween
initial investment and cash returns? Do you wantetrn new
skills through self-study or formal training?

3.3. 2 Establish an Inventory of your Resources: The availability of
resources will ultimately limit your choice of erpeises simply because
the resource requirements among enterprises vatist Af resources
typically includes

. land,

) labor

. capital

) management

3.3. 3 Consder access to markets. This is the most commonly
overlooked factor in the enterprise selection pssceBut in fact, it can
be your most limiting constraint. Simply because uyacan
produce/grow/process something does not mean yosealit. And just
because you can sell a product does not meart thdit be profitable. A
third possibility is that you will be able to sell product at a money
making price but that you will only be able tolselimited amount of
the product; that is, less than the total amotnat you are able to
produce. Consider your market potential carefuflit is a product that
has never been tried before in your area plank®e saveral years to get
established.

3.3. 4 Cash flow/resources issues. Be realistic about your cash flow
situation and plan accordingly. For each of thasia which you might

need to expend resources, create a list of theuress available. This
will be compared later to the resources requiredheyenterprise you

are considering. A written list will enable you éasily check off the

requirements on the enterprise resource requirehsetdater on.
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3.3. 5 Develop a List of Possible Enterprises. After identifying your
goals and resources, markets and markets, develggt af possible
enterprises. The following set of questions shdeiph.

o Which enterprises are predominant in your area?

. Are there enterprises which interest you that Haaen successful
in other areas in similar soil and climate condiso(i.e.,
enterprises that have potential in your area bue mt yet been
established)?

. What crops or livestock have been raised on yonod lm the

past?

o Which are the enterprise types with which you feebre
personally compatible: livestock, field crops, aah crops, small
fruits, vegetables, ornamentals, growing transglamiising seed?

3.3.6 Determine Which Enterprises Are Compatible With Your
Resources. Carefully evaluate the potential for each of @mgerprises
on your list. This can be done by systematicallynparing the resource
needs for each enterprise to the resources awilabetermining the
resource requirements for each enterprise will @iobprequire a good
deal of homework. A good place to start is by tadkio other growers in
your area or elsewhere about their experience télenterprise you are
considering. Your state agricultural extension agreryour area is also a
good place to start.

To the extent possible, answer the above raisedtigus for each
enterprise, and check for compatibility to yourowses as you go
along. Also make note if the resources are notlava but are
obtainable should the enterprise be selected. Eoettient possible,
answer the above raised questions for each ergeypaind check for
compatibility to your resources as you go alongoAinake note if the
resources are not available but are obtainablelditbe enterprise be
selected.

Self -Assessment Exercise

1: Explain the importance of market access in @nigx selection.
2.How do you develop your setting of goals?

34 Concluson
In order to select an enterprise to invest in oneshmcarefully follow

some steps. These steps are meant to guide thestanvmto an
enterprise compatible with reality of his goalsd aasources.
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1

3.5 Summary

In this section, we have noted that in order t@dehn enterprise, one
must have to:

set goals

establish an inventory of resources

note availability of resources

note cash flow issues

draw a list of possible enterprises and

select that one that is compatible with his resesirc
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MBJ Possible Answer sto Self -Assessment Exer cises

Self -Assessment Exercise
1: Explain the importance of market accessin enter prise selection.
Answer:

Access to markets. This is the most commonly overlooked factor ia
enterprise selection process. But in fact, it banyour most limiting
constraint. Simply because you can produce/growAs® somethin
does not mean you can sell it. And just becausecgousell a produg
does not mean that it will be profitable. A thirdssibility is that you
will be able to sell a product at a money makiniggrbut that you wil
only be able to sell a limited amount of the prdgltizat is, less than th
total amount that you are able to produce. Carsigbur marke
potential carefully. If it is a product that hasveebeen tried before i
your area plan to take several years to get esteduli

2.Thefollowing isalist of questionsthat can be used to help develop
your list of goals:

o Is your primary reason for farming to maximize ine® to have
a rural lifestyle, to provide income for family mbars, or other?,

. What other activities are you involved in, and wiaae the
priorities of these activities relative to the fabusiness?

. Do you want to devote full-time effort to the agrdiness

enterprise or you would prefer to run the entegposa the basi
of part-time?

. How much are you willing to be restricted by timedacapital
demands of your farm business?

o Do you want to eventually transfer the ownersHiphe farm to
a partner or family member?

o Is income from the farm and/or sale of the farmmaportant part

of your retirement plan? What is the desired peredween
initial investment and cash returns? Do you wantetrn new

th

—+

e
[

A

skills through self-study or formal training?
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UNIT4 FACTORSTO CONSIDER IN THE SELECTION
OF AN AGRIBUSINESS ENTERPRISE (E.G., A
CROP)

Unit Structure

4.1  Introduction

4.2  Learning Outcomes

4.3  Main Content
4.3.1 Environmental factors affecting a Crop Emniemp
4.3.2 Technical factors affecting a Crop Entempris
4.3.3 Organizational factors affecting a Cropdepitise
4.3.4 Economic factors affecting a Crop Enterprise

4.4  Conclusion

4.5 Summary

4.6 References/Further Readings/Web Resources

4.7 Possible Answers to Self -Assessment Exercises

@4.1 Introduction

Dear students, | welcome you to Unit 3 of Modulefdthis Course
AEM509 Principles of Agricultural Business Managerdn the last
unit we learnt and noted that in order to selecemierprise to invest in
one mush carefully follow some steps. These stepsreeant to guide
the investor into an enterprise compatible withitgaf his goals, and
resources.

Agriculture may be influenced by natural elemenishsas geographical
location and climatic conditions as well as soao+reomic and
institutional factors (Oliver, 2003). This is truef the Nigerian
agriculture. In addition, there are the influenoédemand and supply as
well as the international trade factors.

The plethora of factors influencing agribusinessNigeria makes it
important for anyone contemplating an enterprisearefully consider
the options available and be well guided in essalnig any. When the
enterprise concerns crop production, attention nesgiven to other
factors such as land, climate, access to informatitanagement skills,
and markets, and labour.
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@4.2 L ear ning Outcomes

By the end of this unit, you should be able to:

o State environmental factors affecting a crop emieep

o List the technical factors affecting a crop entisgr

o Identify the organizational factors affecting agenterprise
o Classify the economic factors affecting a crop gortse.

i} 4.3 Main Content

4.3.1 Environmental factor s affecting a Crop Enterprise

The environmental factors and questions that nedx tanswered about
them before selecting a crop enterprise are disdusiew:

4.3.1.1 Land. Consideration must be given to the type of laegluired
for the crop enterprise. The following questiongdé¢o be asked and
answered:

How much land do you have available?

What is the physical profile and topography of ldned?

What is the soil texture, drainage capability anttient levels?
Which types of weeds are growing on the soil?

Which other crops have been grown on the land

What is known about variety adaptability in yovea??

What are the effects of spacing on yield and gyalit

What is your personal experience with the crop?

What is the research base for the crop under ceraidn?
Where else is the crop grown?

o Is acreage increasing or decreasing?

4.3.1.2 Climate: On the climatic condition, one will have to aglet
following questions

. What is the average rainfall in your area and waenthe rainy
periods?

. When are the first and last frost dates and howhnhuve the
actual dates varied historically?

. What are the high and low temperatures for youa ared when
do they occur?

o What is the average daily temperature?

o What is the day/night temperature variation?

o What is the direction and strength of winds?
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4.3.1.3 Irrigation Water. The following questions might be expedients
on irrigation water.

Where does your water come from and what is it?cos

What is the water quality?

Do you have water rights?

Are you within an irrigation district?

When is irrigation water available to you and inavhmount?
What type of irrigation system do you have?

What are the differences in cost and efficiencmsalternative
systems?

4.3.2 Technical Factors Affecting a Crop Enterprise

The following technical factors and related questidhat need to be
answered about them before selecting a crop ergerpr

4.3.2.1 Farm Structures: The questions to ask with respect to farm

structures include:

. What type of buildings do you have on the propartg what is
their condition?

. Do you have structurally sound fences?

. If you feel you need additional buildings or fencésive you
checked the cost of constructing them?

4.3.2.2 Machinery and Equipment: there is the need to have the
following question answered as far as machinery eudpment
are concerned.

What type of farm power machinery do you have?

What farm implements do you have?

What is your transportation equipment: truck, pigk-or trailer?
What is the capacity and efficiency of the equiptfien

Have you considered leasing/renting some equiptent

What are the possibilities of contracting equipmepérators in
your area?

4.3.2.3 Labor Factors. necessary questions to be answered concerning
labour include.

what level of skilled and unskilled labour do yoeed?

What are your labor needs on a monthly basis?

Are you planning to use mostly family or mostlyedrlabor?

Have you checked out the regulations of the Lalaov?

Have you considered the opportunity cost of usiogryown
labor?
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4.3.3 Organizational factor s affecting a Crop Enterprise

Below are some organizational factors that cancaffegribusiness
enterprises and what to consider about them.

4.3.3.1 Management. Concerning management, we should want to
answer the following questions:

o Management skills: record keeping, personnel managég
budgeting, familiarity with tax and other relevdatvs - do you
consider these to be adequate?

o What are your mechanical skills?

o Which are your knowledge strong points: plant pbigsy,
animal health, pest management, greenhouse produetic.?

. Would you prefer handling a diversified farm or wbuwou
prefer one or two major enterprises?

4.3.3.2 Information Access. in this regard, the following questions need

to be raised.

o Are you familiar with the agricultural informationlelivery
systems?

. Are you able to access the resources of thesensy3te

o Is sufficient information available for the entagas in which
you are interested? Are you willing to learn newliskf they are
required?

4.3.4 Economic factor saffecting a Crop Enterprise

The following economic factors need to be considdreview of the
guestions raised.

4.3.4.1 Finance: on financial considerations, the following questi@re
pertinent.

How much capital are you willing/able to invest?

Are you able or willing to borrow capital?

What are the credit options?

What is your cash flow situation?

Is a high rate of return on your investment imaotto you?
Are you willing to consider risky enterprises?

4.3.4.2 Marketing Factors: questions in this regards include:

. Do you have a preferred marketing method, say; @rotetailer,
direct (roadside stand, farmers market, U-pick)ppaative,
contract with processor?

o What is your proximity to various potential markets
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o Have you contacted potential markets for their eglvon crop
selection?

o How much time are you willing to spend marketinguyo
products?

o Do you have cooling facilities for perishable proth? Are you

familiar with marketing regulations for the enteges you are
considering?

Self -Assessment Exercise

1. Mention any 4 management skillsin agribusiness.
2.Give 5 examples of management skills.

4.4 Conclusions

In order not to fail in a crop venture; an agrilmesis enterprise owner
interested in crop production must give heeds tdate questions
concerning the climatic environmental factors, asllvas technical,
organizational and economic factors.

M4.5 Summary

In this section, relevant questions on the compayilof environmental,
technical, organizational, and economic factorshwan agribusiness
enterprise were treated. Specifically, we learat iimportant issues to
consider if an agribusiness enterprise is to sutoedude.

o the suitability of land, and climatic condition

o the type of machinery, housing, and labour regyjire

. the management requirement, as well as the infesmateed,
and

o the financial and market considerations.
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MA.BPossi ble Answer sto Self -Assessment Exer cises

Self -Assessment Exercise
1: Mention any 4 management skillsin agribusiness.
Answer:

Management skills: record keeping, personnel mamagg budgeting
familiarity with tax and other relevant laws.

2. Management skills: record keeping, personnel management,

budgeting, familiarity with tax and other relevdavs - do you conside
these to be adequate?

-
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MODULE 5 AGRIBUSINESS MANAGEMENT INFORMATION
AND DECISION MAKING

Unit 1 Agribusiness Management Information

Unit 2 Farm Management Decision:

Unit 3 The Agribusiness Management Decision Making
Procedure

Unit 4 Tools for Agribusiness Decision Making

UNIT1 AGRIBUSINESSMANAGEMENT INFORMATION
Unit Structure

1.1  Introduction

1.2 Learning Outcomes

1.3 Main Content
1.3. 1 Link between Information and AgribusinessciBion
1.3.2 Importance of Information in Agribusiness Mgament
1.3.3 Qualities of Useful Agribusiness Information
1.3.4 Sources of Agribusiness Information

1.4  Conclusion

1.5 Summary

2.7 References/Further Readings/Web Resources

2.8 Possible Answers to Self -Assessment Exercises

@1.1 INTRODUCTION

Dear students, | welcome you to Unit 1 of ModulefSthis Course
AEM509 Principles of Agricultural Business Managerdn the last
unit of Module 4, we learnt and noted that in ordet to fail in a crop
venture; an agribusiness enterprise owner intatdasterop production
must give heeds to certain questions concerning dthmatic
environmental factors, as well as technical, orgational and economic
factors.

Management is essentially a decision-making businéBut the
ingredient for decision making is correct and igdgainformation. This
unit deals with how decision making in agribusinegmagement needs
to be based on germane information.
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@1.2 L earning Outcomes

By the end of this unit, you should be able to:

Relationship between information and agribusinesssibn,
Importance of information in agribusiness managemen
Quialities of useful agribusiness information. And
Sources of agribusiness information.

1.3 Main Content
1.3.1 Link between Information and Agribusiness Decision

Business Management is essentially about decisiakifrg, and relies

on useful information. Information/data are fastsich alongside their

implications that are likely to help producersdees, and consumers in
decision making (Broadway and Broadway, 2002). rimfation is an

important variable in the day-to-day managemenamy agribusiness
organization. Information/data are thus importaatduse they are the
key variables in decision-making. The decision-mgkprocess is a
mental exercise that relies on facts.

Decisions relevant to the agribusiness includings¢hrelated to the
internal affair of the business and those of theiress environment
need to be made, and sometimes, made quickly, iefigea an ever
dynamic world, if an agribusiness is to succeeaformation is needed
for decisions on the following.

I Planning: in order to plan for production, procuess,
processing, and marketing, it is important to bdaidate on key
variables. Some of these variables include thog®ioés, market
situation. Such information is helpful in makingopactions and
adopting relevant strategies.

il. Procurement: information on prices across diffeneratrkets is
useful in making procurement decisions. The goakhs to
identify the firms from which one can obtain canténputs at the
cheapest price. The timing of the procurementss a relevant
decision information variable.

iii. Production: the input combination needed for a patidn
process, what to product, how to produce them,fan@hom to
produce, are key decisions for which informationniseded.
Information is also needed for decisions on theetim produce.
This may be related to the weather or the marlk@at.ifstance, a
crop farmer will have to rely on relevant infornzation rainfall
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from the weather agency to plant his crop. In aaotiay, the
broiler producer may target a particular occasion.

iv.  Marketing: the market to target, what volume ofduoe to take
to the market, price information, the strategy épldy, feedback
from consumers, among others, are some decist@isneed to
be taken based on reliable information.

V. Expansion: decisions on expansion need to be madepaint.
Such decisions are dependent on a number of fatdonshich
information must be sought. Some of the informatioifi be
demand for the commodity in other locations, contioet
available resources, available sources/volume piuts and,
many others, are key variables in the expansionsides for
which information must be sought.

1.3.2 The Importance of Information in Agribusness
M anagement

1. Price information is useful in the optimization objectives
(profit maximization through cost minimization orutput
maximization).

2. Market information, as well as feedbacks, is usefulsales
management and customer relations.

3. Pieces of information on macroeconomic variablesd an
developments are needed by agribusinesses toiatag.v

4. Information on completion are also useful in depéailg market
retention and expansion strategies

5. Financial information is useful in determining citegptions

1.3.3 Quialities of Useful Agribusiness Infor mation

I Accuracy: Information needed for a reliable decisieed to be
reliable as well. Accuracy of information is theyef important in
agribusiness decision-making.

. Clarity: shady/clumsy information can be misleadimg the
decision-making processes. It is important for tmbe sure that
there is no ambiguity in a piece of given informatbefore using
it. Data estimates on prices for instance need d@oclearly
specified within a range.

iii. Completeness/Comprehensiveness: there is everg mhee
information needed for agribusiness decisions neexsbe
complete.

iv.  Timeliness: it is important for information needfxt decision-
making to be timely. The use of stale or obsolefermation for
decision-making can be misleading. In forecasting,example,
the goal is to obtain the most updated estimates.
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V. Reliability: the level of confidence in informatiaetermines the
level of confidence in the decision emanating fram Care
should be taken to access information from religblerces.

1.3.4 Sour ces of agribusinessinformation

Agribusiness information is basically required omrket intelligence,
news, prices, production, and the business enviemtsnand can be
sourced from the following.

Journals/ newspapers/radio/TV/social media

private information agencies

research departments of agribusiness

production and procurement records

consumers/customers

aghrwpE

Self -Assessment Exercise

1: State the difference between accuracy and ylarit
2.State the sources of agribusiness information.

14 Conclusion

Decisions determine the success or otherwise ofagnbusiness
enterprise. it is therefore important for the basgredients of decision
making (information) to be of good quality. It i@ important for this
information to be obtained from reliable sources.

19

1.5 Summary

In this unit, you learn that:

o information is needed to make a number of agribessn

decisions,

o information have to be current, accurate, and &ldin be useful
for agribusiness decision making, and

o sources of agribusiness information include privagencies,

journal, farm records etc.

= 1.6 References/Further Readings/Web Resour ces

Adegeye, A.J and Dittoh, J.S. (1985). Essentials Agfricultural
Economics. Ibadan, Impact Publishers. 251pp

Broadway A.C, and Broadway, A.A. (2004A Textbook Of Agri-
Business Management. Kalyani Publishers. 634 pp

90



AEA509 MODULE 5

https://www.ag.ndsu.edu/aglawandmanagement/agmouangematerial
s/decisionprocess

M1.7 Possible Answersto Self -Assessment Exer cises

Self -Assessment Exercise
1. State the difference between accuracy and clarity
Answer :

Accuracy: Information needed for a reliable decision neelldaeliable
as well. Accuracy of information is therefore imgamt in agribusines|
decision-making.

Clarity: shady/clumsy information can be misleading in deeision-
making processes. It is important for one to bee dhiat there is n
ambiguity in a piece of given information beforengsit. Data estimate
on prices for instance need to be clearly specifigdin a range.

2.Sour ces of agribusiness infor mation:
Agribusiness information is basically required omrket intelligence

news, prices, production, and the business enviemtsnand can be

sourced from the following.

Journals/ newspapers/radio/TV/social media
private information agencies

research departments of agribusiness
production and procurement records

[72)

n O

aghrwdbE

consumers/customers
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UNIT 2 FARM MANAGEMENT DECISION
Unit Structure

2.1 Introduction
2.2  Learning Outcomes
2.3  Main Content
2.3.1 The Goal of Farm Management Decisions
2.3.2 Factors that influence Agribusiness Managgrbecisions
2.4  Conclusion
2.5 Summary
2.6 References/Further Readings/Web Resources
2.7 Possible Answers to Self -Assessment Exescis

@2.1 Introduction

Dear students, | welcome you to Unit 2 of Modulefsthis Course
AEM509 Principles of Agricultural Business Managerdn the last
unit we learnt and noted that decisions determime $uccess or
otherwise of an agribusiness enterprise. it isetfoee important for the
basic ingredients of decision making (informatitmpe of good quality.
It is also important for this information to be alsted from reliable
sources.

The goal of any agribusiness enterprise is proéikimization. In order
to realize this goal, it is pertinent to make caledecisions. These
decisions are characterized by some factors thedl ne@ be carefully
considered in the decision-making processes. is uhit, the goal of
agribusiness decisions and the factors influenttiegn will be learnt.

@lz.z L ear ning Outcomes

By the end of this unit, you should be able to:

o The need to make sound agribusiness decisions

. The agribusiness decisions that need to be made

o The factors that need to be considered when magnipusiness
decisions

1 2.3 Main Content
2.3.1 The Goal of Farm Management Decisions

The quality of decisions taken on the various famterprises determine
to a large extent the outcome and productivity loé tagricultural
economy or the agribusiness sector. Efficiency anagement can lead
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to an increase in agricultural outputs, which wditectly affect the
national income self-sufficiency in food producticsaving of foreign
exchange earnings, and eventually meeting the d#snahour agro-
allied industries. Since the goal of the firm magragnt is that of profit
maximization, appropriate and sound managementsidesi must be
made towards allocating limited resources to a remdd production
alternatives to organize and operate the busimessway to attend its
objective. There are many decisions that affectpiwditability of any

farming business. For instance, the decision ont whproduce, how to
produce it, when to produce it, whom to produce fbe quantity of
output to produce, the combination of inputs to Empand how to
distribute the output are the key decisions a farm must make. The
farm manager decides on what to produce from adfspossible

alternatives within his reach.

The choice of what to produce depends on the derogtite consumers
and the manpower. The farmer or manager must,naater of choice,
produce what is in great demands by the consurhées must dispose
of his output for profit. But if the manager’s objfe is to produce for
home consumption (subsistence), then he will predta meet his
family taste and preference. It is important toenthtat the objective for
which the farmer produces a product affects thditguaf the product.

The agribusiness manager must also consider howraduce his

particular products. This involves the technologyemploy such as
mechanization in case of facing high demand; tipaitiio use and in
what proportion, over which enterprise are thepeallocated. The type
of production method selected determines the taiat of production

since there are different methods and techniquasaée for producing

a particular crop. The farm manager usually uses iiethod of

production that has the least cost. It is the nesjdity of the manager
to also decide on the level of output to produce.

There are many possible levels of output for anyig@dar commodity
given the available inputs. It is always advisalide managers to
produce us much as he can sell. The manager muayslchoose the
most profitable level of output to produce his givienitations.

2.3.2 Factors that influence Agribusiness Management
Decisions

Decisions taken on our farms have attendant imihica. Certain

factors likely to influence each decision must éfiere be observed, and

used as guides to taking these decisions. Accordirgay (1986) and

Ebong (2008), some of these factors are discussledvb

1. Importance: Generally, decisions vary according to their
importance which is measured by the potential gainsosses
associated with such decisions. If the size ofpbtential loss is
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greater than the potential gain, it is better tatwmmtil more
relevant information (data) is obtained before mgkisuch
decisions. For instance, the decision to crop nfamaland may
be more important than decision to fence a farma.are

2. Frequency: There are some decisions that vary with respect t
the frequency with which they are made. For examphe
decision on feeding a set of broilers is done fegdly. This kind
of decisions are routinely made, which means thdeeding
regime or schedule can be developed at the bemnoi the
feeding period and maintained until condition ofe thbirds
demands for a change.

3. Imminence: Imminence by word means the penalty of waiting in
order to make decision. Virtually all decisionsfaam have
expiring time (useful life). After the life of a dision, a penalty
will surely be paid if time is wasted in implemergi such
decision. If the penalty is low, it is better to itvéor more
information whereas in a high penalty, it is bettertake a
decision quickly.

4. Availability of Alternatives. Some situations present a multiple
of possible alternatives for decision making whutbers present
only two alternatives. For those that present pldtchoices, the
farm manager must be careful to discard a numbealtematives
based on certain criteria, and make decisions amlythose
alternatives that are relevant to impending circiamse.

5. Revocability: Decision made and revoked have attendance cost.
If the cost of changing the decision will be enousidhe farmer
may not change the decision. For instance, if yeaidk to go
into cocoa production, the cost of destroying theed is far
higher than the decision to grow yam.

Self -Assessment Exercise

1. How does availability of alternatives affectnia management
decisions.
2. Describe the Goal of Farm Management Decisions.

2.4 Conclusion
Due to the fact that decisions make or mar an agnifess enterprise the

factors that shape them have to be put into cacefmtiderations. This
will guide the manager making the most rationad@cisions.

v/ 2.5 Summary

In this unit, you have learnt that:
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. sound decisions need to be taken to further thefitpro
maximization goal of an agribusiness firms,

o these decision are those on what to produce, foonwho
produce, how to produce it, etc.,

o the level of importance, the frequency, the immaen the

available alternatives, and the consequences obkiry
agribusiness decisions, are factors to carefulhsicter in making
agribusiness decisions.

—=12.6 References/Further Readings/Web Resour ces

Broadway A.C, and Broadway, A.A (2004A Textbook Of Agri-
Business Management. Kalyani Publishers. 634 pp.

Olukosi, J.O0. and P.O. Erhabor (1988). Introductitm Farm

Management Economics Principles and Applicatiggitab
Publishers Ltd. Samaru-Zaria.
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MZ.? Possible Answersto Saf -Assessment Exercises.

Self -Assessment Exercise

1: How does availability of alternatives affect farm management
decisions.

Answer:

Availability of Alternatives. Some situations present a multiple
possible alternatives for decision making whileesthpresent only tw
alternatives. For those that present multiple amitche farm manage
must be careful to discard a number of alternativased on certai
criteria, and make decisions only on those altereatthat are relevar
to impending circumstance.

2.The quality of decisions taken on the various farm enterpris
determine to a large extent the outcome and prodiyctof the
agricultural economy or the agribusiness sectorficiBhcy in
management can lead to an increase in agricultwipluts, which will
directly affect the national income self-sufficignin food production
saving of foreign exchange earnings, and eventualleting the
demands of our agro-allied industries. Since thal gaof the firm
management is that of profit maximization, appragi and soun
management decisions must be made towards allgcdimited
resources to a number of production alternatives¢g@anize and opera
the business in a way to attend its objective. @ree many decision
that affect the profitability of any farming bussse For instance, th
decision on what to produce, how to produce it, nv@ produce it
whom to produce for, the quantity of output to prod, the combinatio
of inputs to employ, and how to distribute the aout@re the key
decisions a farm firm must make. The farm mandgeides on what t

of

O
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produce from a list of possible alternatives withia reach.
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UNIT 3 THE AGRIBUSINESS MANAGEMENT
DECISION MAKING PROCEDURE

Unit Structure

3.1 Introduction

Learning Outcomes

Steps in Agribusiness Decision Making
Conclusion

Summary

References/Further Readings/Web Resources
Possible Answers to Self -Assessment Exercise

W W wwww
NOOTRWN

@3.1 Introduction

Dear students, | welcome you to Unit 3 of Modulefsthis Course

AEM509 Principles of Agricultural Business Managerndn the last

unit we learnt and noted that due to the fact tlemisions make or mar
an agribusiness enterprise the factors that shegre have to be put into
careful considerations. This will guide the manageking the most
rational of decisions. Agribusiness decisions, lifkese of any modern-
day business have to be taken systematically. iBhit say they must
follow certain laid down procedure in order to makeality decisions.

In this unit we shall learn the agribusiness manegd Decision

making procedure.

@IB.Z L ear ning Outcomes
By the end of this unit, you should be able to:

. The need to be systematic in taking decisions, and
The steps to follow in making an agribusiness decis

L] 3.3 Stepsin Agribusiness Decison Making

The procedure for making agribusiness decisionsaldhollow the steps
outlined below.

I Identify and define the matter on which a decig®io be made.
This matter may be a problem or an opportunity. Trigal stage of
decision-making requires that an agribusiness nmanelgarly defines
the problem or opportunity upon which a decisiontasbe made. It
might take some time to get a matter clearly defibet this should be
done. A murky matter makes decision-making difficldl is important
for the matter to be specific. For instance, if ’aamers have rejected a
product, it is expedient to know the specific regsd for the rejection.
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il. Identify alternative solutions; having identifieldet problem, the
manager must, with his team think through an aofagossible
alternative solutions. In the case of an opporjuritte team must
also look out for possible alternatives to benegtifrom it. It
might be necessary for the manager to researchefudn the
matter or interact with any network he might hastake in.

iii. Collect relevant data and information; painstakefgprt must
bring deployed to gather reliable data/informattbat could be
useful in making the decision.

iv.  Analyze the alternatives and make a decision; tlsa/d
information gathered in the preceding step needsetanalyzed
using reliable analytical techniques.

V. make the decision and Implement it; based on thelteof the
analysis, the best option is adopted and implendente
Vi. Monitor and evaluate the results: in implementing decision, it

is important to monitor it step by step. It isalsecessary to
assess the result of the decision and learn whalessons are to
be learnt for the sake of the future.

vii.  Accept responsibility: the manager must thereaftacept
responsibility for the outcome of the decision.

Self -Assessment Exercise

1. How can you identify and define the matter on whacHecisior
is to be made.

2. The procedure for making agribusiness decisgihmild follow
certain steps. Discuss.

34 Conclusion

Agribusiness decisions, like those of any modemoiasiness have to
be taken systematically. That is to say they moHow certain laid
down procedure in order to make quality decisions.

1

In this unit, you we have learnt that there is né&ede systematic in
taking decisions, and the steps to follow in makary agribusiness
decisions.

3.5 Summary

.6 References/Further Readings/Web Resour ces

Broadway A.C, and Broadway, A.A (2004A Textbook of Agri-
Business Management. Kalyani Publishers. 634 pp

https://www.ag.ndsu.edu/aglawandmanagement/agmgungematerial
s/decisionprocess
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Olukosi, J.O0. and P.O. Erhabor (1988). Introductitm Farm
Management Economics Principles and Applicatidwgitab
Publishers Ltd. Samaru-Zaria.

MB] Possible Answersto Sdf -Assessment Exercises.

Self -Assessment Exercise

1: How can you identify and define the matter on which a decision is
to be made.

Answer:

This matter may be a problem or an opportunitye Tiitial stage of
decision-making requires that an agribusiness nmemelgarly defines
the problem or opportunity upon which a decisiontasbe made. It
might take some time to get a matter clearly deffibet this should be
done. A murky matter makes decision-making difficldl is important
for the matter to be specific. For instance, if ’aamers have rejected| a
product, it is expedient to know the specific regsd for the rejection.

2.Stepsin Agribusiness Decision Making

The procedure for making agribusiness decisionaldhollow the steps

outlined below.

I Identify and define the matter on which a decig®io be made.
This matter may be a problem or an opportunity. iffiieal stage
of decision-making requires that an agribusinessager clearly
defines the problem or opportunity upon which aislen is to be
made.

. Identify alternative solutions; having identifiedet problem, the
manager must, with his team think through an aofagossible
alternative solutions.

iii. Collect relevant data and information; painstakefgprt must
bring deployed to gather reliable data/informattbat could be
useful in making the decision.

iv.  Analyze the alternatives and make a decision; tlea/d
information gathered in the preceding step needsetanalyzed
using reliable analytical techniques.

V. make the decision and Implement it; based on theltee of the
analysis, the best option is adopted and implendente
Vi. Monitor and evaluate the results: in implementing decision, il

is important to monitor it step by step. It isalsecessary t
assess the result of the decision and learn whalessons are tp
be learnt for the sake of the future.

vii.  Accept responsibility: the manager must thereaféercept
responsibility for the outcome of the decision.

O
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UNIT 4 TOOLSFOR AGRIBUSINESSDECISION
MAKING

Unit Structure

4.1  Introduction
4.2  Learning Outcomes
4.3  Main Content
4.3. 1Gross Margin Analysis
4.3.2Net Farm Income (NFI)
4.3.3 Orthodox partial budgeting
4.3.2 Simple Forecasting Techniques
4.4  Conclusion
4.5 Summary
4.6  References/Further Readings/Web Resources
4.7  Possible Answers to Self -Assessment Exascis

@4.1 Introduction

My good students, | welcome you to Unit 4 of ModGlef this Course
AEM509 Principles of Agricultural Business Managerdn the last
unit we learnt and noted that agribusiness deasibke those of any
modern-day business have to be taken systematidélgt is to say they
must follow certain laid down procedure in order riake quality
decisions.

In a number of cases, making reliable decisionsireg that we subject
some data to empirical processes. This unit wilbased on some of the
empirical tools that can be used to make some @agjribss management
decisions.

@4.2 L ear ning Outcomes

By the end of this unit, you should be able to:

Gross margin analysis

Net Farm Income analysis
Partial farm budgeting analysis
Forecasting.
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4.3 Main Content

4.3.1 GrossMargin Analysis

Gross margin (GM) analysis is used to evaluatepttoditability of an
enterprise, especially where the fixed cost compbigenegligible. GM
is simply the difference between the Total Outpumionetary terms i.e,
Total Revenue (TR), and the Total Variable CostC)V

GM=TR-TVC

For instance, if in a catfish production enterpmsgach yielded 4500kg,
the Average Variable Cost (AVC) per Kg of catfish®d800 and the
revenue per kg issN1200 naira, calculate the eriger’g gross margin.
Solution:

We first estimate the Total Revenue:

TR =Output * Price

=4500*1200

=N 5,400,000

Then we estimate the TVC

TVC=Output*AVC

=4500*800

=3,600,000

Hence,

GM=5,400,000-3,600,000

=1,800,000

For business decisions, it might better to firggent the GM in terms of
unit of output. This will involve the cost of prodng a unit of the
commodity and the price of a unit of that outpuatthie above example,
we will simply have it as:

1200-800

=N 400

This is the same as dividing the GM by the totapau

=1,800000/4500  =N400

Interpretation: in this example, we find that tlafish farmers invested
N800 to produce a kilogram of catfish which hesaliN1,200, thereby
making a Margin ¢&EN400.

4.3.1.1 Advantages of grossmargin

1. GM is easy to compute

2. It is useful in comparing two enterprises with danstructures.

3 It is useful in in ascertaining the contributionesfterprises to the
offsetting of total fixed cost (TFC).

4. It is helpful in enterprise selection, and could draployed in
making a choice among competing enterprises.
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5. It is useful in the critical examination of the ianole cost
component of an enterprise. There are times whema@ager
may need to critically think through the variabtestcomponent
of a business with a view to reducing it and insieg profit. At
this point, the GM analysis offers a simple way@fiewing the
variable cost component.

4.3.1.2 Limitations of Gross margin limitation

1. It lacks the capacity to incorporate and consitier tariation in
output over time.

2. Another shortcoming of GM is that it does not cdesi
economies of scale.

3. Since the fixed cost component is an important erithe
profitability of an enterprise, GM analysis fallshost of
independently exposing the profitability of an eptese.

4.3.2 Net Farm Income (NFI)

The NFI is a further step over GM, and overcomesittability of the
GM to tell the real profit. The NFI is the totalcmme available to a firm
after subtracting the total cost from the groseneswe/ or Gross Farm
Income GFI. Simply, NFIl is GM less Fixed Cost (FC)

GFl can be seen as TR,

NFI= GFI-TC
But
TC=TVC+TEC

NFI=GFI-TVC-TFC

Note GM=TR-TVC or GFI-TVC
So

NFI= GM-TFC

The GFl is the addition of all the revenues froma different enterprises
of an agribusiness. For instance, a poultry farmy rhave an egg
enterprise, a broiler enterprise, and a feed enserpEach of these
enterprises provides some TR, the sum of whichasGFl. The Gross
Farm Income is regarded as the total value produd.the total sum
revenue per unit (Ha, Kg, etc ) of an enterprisariragribusiness.

We demonstrate this as follows: if on an integrdeedh, the feed mill
operator bagged 3000kg of feed which he sells & @& kg maize
section harvested 900kg of maize wogth N600 pertKe broiler section
produced 1500 kg of chicken which sold -at N1800 kgrand the
aquaculture section cropped 540 kg of fish wetth28Q per kg and the
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Honey bee section where 2000 liters of honey wasgdsted at=N2500
per liter. Calculate the GFI.

Solution
We see here that there are 5 enterprises
I. feed production enterprise (3000kg of feed ands sHEN450 per
kg)
il. maize enterprise (900kg of maize woth N600 per Kg)
iii. broiler enterprise (1500 kg of chicken wogh N1§@0 kg)
iv.  catfish enterprise (540 kg of fish woeth N1,200 kg
V. honey bee farm (2000 liters of honey was harveatdd?500 per
liter).
Next, we calculate the TR for each enterprise:
TR for the feed production enterprise
=3000*450
=N 1,350,000
TR for the maize enterprise
= 900 * 600
=N540,000
TR for the broiler enterprise
=1500 *1800
=N 2,700,000
TR for the catfish enterprise
=540 * 1,200
==N-648,000
TR for the honey bee enterprise
= 2000 *2500
=N500,000

We now compute the GFI by adding up the incomesalbfthe
enterprises on the farm.

GFI = income from feed mill enterprise+ income fromaize enterprise
+ income from broiler enterprises+ income from ishtfenterprise +
income from the honey enterprise.

=1,350,000+540,000 +2,700,000+ 648,000 + 500,000

=5,738,000

The gross income on this farm<s N5,738,000.

To calculate the NFI, we must work with cost. Lethear in mind that
each of the enterprises incurred some costs aghesé are specified in
Table in terms of the unit alongside already knamformation. Let us

assume a fixed cost ef N780,000 for the entire farm

Table 1: Data on output, value, and Variable Cost Per unit
Enterprisg Quantity| TR Variablg
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of utput . cost/unit

i (Naira) (Naira)
A Feed mill | 3000 kg| 1,350,00 200
B Maize 900 kg | 540,000 320
C Broiler 1500kg | 2,700,000 1545
D Catfish 540kg 648,000 900
E Honey 2000 L | 500,000 178
Total 5,738,000.00

With the additional information on the variable tose compute the
various TVC per enterprise as follows:
TVC for the feed production enterprise
=3000*200
=N 6000

TVC for the maize enterprise

= 900 * 320
=N288,000

TVC for the broiler enterprise
=1500 *1545
=N 2,317,500
TVC for the catfish enterprise

=540 * 900

=N 486,000

TVC for the honey bee enterprise

= 2000 *178

=N356,000.
Table 2 presents the summary of all required datdhfe calculation of
NFI.

Table 2: Data on output, value, and TVC Per enterprise

Enterprisg Quantity| TR Variable| Enterpriseg
of utput _ cost/unit| TVC
(Naira) | (Naira) | (Naira)

A Feed mill | 3000 kg| 1,350,000 200 600,000
B Maize 900 kg | 540,000 320 288,000
C Broiler 1500kg | 2,700,0001545 2,317,500
D Catfish 540kg | 648,000 900 486,000
E Honey 2000 L | 500,000| 178 356,000
Total 5,738,000 4,047,500

We can now proceed to compute the gross margiaedoin enterprise.
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Table3:

MODULE 5

Gross Margin calculation for the 5-enterprise-farm

Enterprise| Quantity] TR Variable | Enterprises| GM (TR-
of output cost/unit | TVC TVC
(Naira) (Naira) | (Naira)

A Feed mill | 3000 kg [ 1,350,00| 200 600,000 750,00p
B Maize 900 kg 540,000 320 288,000 252,000
C Broiler 1500kg 2,700,000 1545 2,317,500 382,500
D Catfish 540kg 648,000 900 486,000 162,000
E Honey 2000 L 500,000 178 356,000 144,000
Total 5,738,000 4,047,500 | 1,690,500

We note that the Total GM (TGM) which is a summatis the 5 GMs
=N1,690,500

Following the earlier derivations, and our knowrxefl cost of
N780,000, we can now deploy the GM to calculateNké

TGM-TFC= NFI

NFI=N1,690,500- =N780,000

=N910,500

4.3.2.1 Derivation of cost and returnson per unit bass

Profitability estimations are better undertakentlo& basis of a unit of
the output. The advantage of undertaking profitgbénalysis based on
a unit of output is the fact that the impact offeagout on the margin of
a kilogram can easily be noted. Plus, it is eastirtker with variable

costs in order to improve on the profit margin.

The calculations in the section on gross marginewesised on unit
variable and fixed costs. The method used in augivat these figures
was not shown. The fact is that, the cost for eéapht was calculated
by dividing the total sum of spent on the inputthg total quantity of
output. We demonstrate the calculation of an irgartunit of output as
below.

A broiler firm bought 2000 chicks at 460 Naira eagfter losing some
the firm raised only 1878 broilers to maturity. Téeerage weight of a
broiler was 2.9kg; hence the firm’s total quanétsailable for sale was:

1878*2.9  =5446.2kg.

This figure is what will be used to calculate theeded data for our
gross margin analysis. Note also, that on a pegkidm basis, he sold
his birds at 1285.0Naira. This is the price pelok@verage revenue per

kg.
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The total costs incurred on each element of inptgsas presented in the
table below. Since our calculation is on per kg$a® need to compute
the cost of each item, and the value of each catithe basis of a kg.

Calculation ofthe per kg cost of inputs: at the beginning, thentas
bought 2000 day-old chicks at 460 naira per pisoethe total cost of
day-old chicks is 920,000 NairaHe also spent a total of 3,921,264
Naira on feed. The rest of the variable costs al agefixed cost, in
addition to some other pieces information are preskin the table
below.

Table 4: Some data needed to compute the profitability for a broiler

enterprise
Items Value
Chicks 2000
Number broiler
produced 1878
Average weight of onge
broiler 2.9
Total quantity (kg) 5446.2
Price §8/KQ) 1,285
Revenue 6,998,367
Variable Cost/kg (N)
Cost of chick 920000
Cost of Feed 3921264
Cost of Labour 160000
Cost of water 27000
Cost of Medications 34000
Miscellaneous Cost 17000
Total Variable Cost 5079264
Total Fixed Cost 37,000
Depreciation of assets 37,000
é\é(satrage Total Fixed 37,000
Total Cost 5,116,264

But since our calculation has to be based on thteofiroutput (1kg of
broiler), we estimate the cost of day-old chicksetation to the output
thus:

Hence, the cost of day old chick per kg of broidegiven by;
total cost of day-old chicks/total quantity broifmoduced
=920,000/5446.2
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Thus, the amount of money spent on day old chigheaghe production
of 1 kg of broiler was 168.925 Naira.

Similarly,

by spending the sum of 3,921,264 naira on féwel cost of feed per kg

of broiler would be

3921264/5446.2
=720.

Thus, the sum of 720 Naira was spent on feed tdym® 1kg of broiler.

Using this method, all the input cost per kg ane tresulting
profitability estimates (as undertaken before) barcan be arrived at as
presented in the table below.

Table5: Computing profitability estimatesfor a broiler enterprise

112
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Items Values Value per kg of broil
a. Production output and

price

broiler harvested (kg) 1878

Average weight of one fish 29

Total quantity (kg) 5446.2

Price §8/KQ) 1,285

Revenue 6,998,36[71,285
b. Variable Costs

Cost of chick 920000 168.93
Cost of Feed 3921264 720
Cost of Labour 160000 29.38
Cost of water 27000 4.96
Cost of Medications 34000 6.24
Miscellaneous Cost 17000 3.12
Total Variable Cost 5079264 | 932.63
c. Fixed Cost

Depreciation of assets 37,000 6.79
Total Fixed Cost 37,000 6.79
Total Cost 5,116,264 | 939.42
d. Profitability indices

Gross Margin 1,919,10B352
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Net Return 1,882,10B346
Return on Investment 1.37 1.37

Other profitability indices/ratios may easily beddeed from this table.
4.3.3 Orthodox partial budgeting

Sometimes, the manager is prompted either by marf@mation, poor

enterprise performance, or higher authority to éinkith changing an
enterprise. The farm budgeting technique is a migol in the

evaluation of such plans. This proceeds under #seraption that the
intended plan has already taken place and thetpikriown. The steps
include.

1. a careful consideration of all debits including

o all Extra Cost incurred (EC), and

o all Foregone Revenue (FR), arising from the denisi
2. a careful consideration of all credit including

o Forgone Costs (CF) and

o Accruing Revenue (AR), arising from the decision.

The solution to partial budgeting is given by exaimg the following
sets of financial information:

. EC+FR, and

. CF+AR.

In doing this, three scenarios are possible:
. (CF+AR)-( EC+FR) >0

In this case, the change is a profitable one. Thibecause the total
benefit arising from the change is more than theralVcost.

o (CF+AR)-( EC+FR)<0

In this case, it makes no sense to accept the ehaimmge the total
benefit arising from the change is less than tlte@mpanying cost.

For example, a fish processor wishes to switch tourmdnut oil
extraction owing to market information. She wilcur an extra cost of
MN350,000 in the process and forego a costof NADID, The revenue
she used to get as a fish processor was N500,008 thle anticipated
revenue from groundnut is extraction=s N856,000e Thanager of the
firm is required to help her make this decisionwdfether or not to
switch.

Solution
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This information can be presented on a table ambel

EC= FR=-500,000
=N 350,000
CF==N 250,000 AR=-N856,000

We consider EC+FR and CF+AR thus:

(250,000+856,000) - (350,000+500,000)

=1,106,000-850,000

N 256,000,

and conclude that since the result of the arithenistipositive, the is a
greater benefit in new enterprise, Therefore thangk should be
accepted.

4.3.4 Simple Forecagting Techniques

Forecasting is time series based. It entails Yiseematic study of past
data, events, and information. Such studies aatyses aid in decision
making as it helps in the understanding of tremais] macroeconomics
variables that are likely to affect businesses.

The agribusiness manager must be able to foreeastit data in order
to have a guide on his business activities. The aioludes the
understanding of trends, effects of policies on r@conomic indices,
supply response, and comparisons of different saggd the past.
Forecasting techniques are numerous- ranging frionpls to highly
complex. In this course, however, we will look asieple technique:
moving average.

4.3.4.1 Forecasting based on moving aver age.

Under this technique, we rely on past data at sdetermined point in
the past to make forecasts for subsequent peribdsuld be daily,
weekly monthly, or yearly.

Example: the table below bears the yearly volumeggfs sold by a farm
from 2016-2021. Use a 3- year moving average teciast the sales for
2019, 2020, and 2021, and predict the sales fo2 282 make a
statement based on the forecast.

Trucks of eggs sold by an egg enterprise from 2016-2021

Y ear Trucks of eggs sold
201¢ 34C

2017 359

201¢ 40C

201¢ 42C
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202C 40C
2021 42¢
Solution

Using a 3-Months Moving Average technique we avertite data for
the first 3 years -2016-2018, in order to get tire¢ast for 2019

This will give us:

(340+359+400)/3

=366 (to the nearest whole number)

To forecast for 2020, we average data from 2018201
(359+400+420)/3 =393

To forecast for 2021, we average data from 2018202
(400+420+400)/3 =407 (to the nearest whole number)

To forecast for 2022, we average data from 2019%202
(420+400+423)/3 =414 (to the nearest whole number)

The manager may not need to make any serious amjustto his
production plans, based on the past volume of sales

Other methods of forecasting will provide us withona reliable
estimates by incorporating other variables asite ti

Self -Assessment Exercise

1. Outline the limitations of gross margin analysis
2.Describe the Simple Forecasting Techniques.

44 CONCLUSION

Subjecting data to empirical processes lead tabigidecision making.

|fo/|
A5  SUMMARY

By the end of this unit, you should be able to elte and use the
following to decisions:

Gross margin analysis,

Net Farm Income analysis,

partial farm budgeting analysis, and
forecasting.
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MA.? Possible Answersto Saf -Assessment Exercises.

Self -Assessment Exercise

1: Outline the limitations of gross margin analysis.

Answer:

1. It lacks the capacity to incorporate and consitier \tariation in
output over time.

2. Another shortcoming of GM is that it does not cdes
economies of scale.

3. Since the fixed cost component is an important pdrithe
profitability of an enterprise, GM analysis fallshost of
independently exposing the profitability of an eptese.

2. Describe the Simple Forecasting Techniques

Forecasting is time series based. It entails yseematic study of pas

data, events, and information. Such studies aatyses aid in decisio
making as it helps in the understanding of treraas, macroeconomig
variables that are likely to affect businesses. agebusiness manag
must be able to forecast certain data in orderaeeha guide on hi
business activities. The aim includes the undedstanof trends, effect
of policies on macroeconomic indices, supply resgon and
comparisons of different segments of the past. dasteng technique
are numerous- ranging from simple to highly complexthis course

~—+

D

»n >

L2 V)]

[72)

however, we will look at a simple technique: movangerage.
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MODULE 6 AGRIBUSINESS GROWTH AND

EXPANSION
Unit 1 Strategies for Increased Production anésSal
Unit 2 Vertical Integration
Unit 3 Horizontal Integration
Unit 4 Diversification
UNIT 1 STRATEGIES FOR INCREASED

PRODUCTION AND SALES
Unit Structure

1.1  Introduction

1.2  Learning Outcomes

1.3  Strategies for Increased Production and Sales
1.4  Conclusion

1.5 Summary

1.6 References/Further Readings/Web Resources
1.7 Possible Answers to Self -Assessment Exescis

@1.1 Introduction

My good students, | welcome you to Unit 1 of Modélef this Course
AEM509 Principles of Agricultural Business Managerdn the last
unit of Module 5 we learnt and noted that subjeriiata to empirical
processes lead to reliable decision making.

It is the goal of every agribusiness enterprisgraw. Growth could be

through increase production and sales. In this wa are going to learn
strategies for increased sales and production.

@1.2 L ear ning Outcomes
By the end of this unit, you should be able to:

. Strategies for increased sales and production.
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1.3 Main Content

1.3. 1 Strategiesfor Increased Production and Sales

Agribusinesses desire to grow and expand. This troway result from
increased production and sales. To increase priotueind sales of
goods and services, the agribusiness manager gageim a number of
strategies to increase sales and production. Sothese are:

Vi.

114

Sales promotion: this involves showing off your gwot, how it
will help the consumers, and, sometimes, how it lsamused, so
as to influence their decision to buy it.

Branding: branding entails giving your business] avariably,
its products a special identity. Although agrictdiuproducts are
not differentiable in most cases, if branded, @ fcan improve it
sales.

Display/placements: strategic placement of agncalt
commodities aids in getting possible buyers to asofit. For
instance, fish smokers who are aware of the faat &lging and
educated folks mostly prefer fish to meat may ble &b make
greater sales if they place their commodities &tesgic points,
like professors’ car park or hospitals.

Presentation/packaging: neat/hygienic and attracpackaging
can be useful in eliciting greater sales. A smolsld trader who
packages his product in neat and transparent paskagmore
likely to be patronized in a high rise area of atnoolis than
those who expose their smoked fish. The packagiriibshi”
may have probably increased the sales of “Suyadywers.
Production of efficient and healthier commoditiesodern-day
consumers of agricultural products are becomingemsingly
aware of the advantages of consuming healthier ftke
organically grown foods. The production of suchdsiuff may
therefore attract more sales than those of othfdsa, efficient
commodities like those that are easy and quickrépgre may
attract more buyers. Some commodities are notieffidn that
their preparation requires more resources. Foamt#, there are
varieties of cowpeas that take so much time to gmepThese
varieties apart from time wastage are also costlierms of the
volume of fuel (gas, kerosene, firewood, coal) meeth get them
prepared. Similarly, some varieties of agricultugatoduce
require more quantity of condiments to make thetatphle.
Online presence: the presence of a firm on thearetencreases
its potentials for sales. Agricultural good display the social
media has a wide coverage than others. This syraiegds to be
complemented by delivery logistics.
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Other strategies that could increase sales include:
. handing out samples
o partnership with related firms

In order to expand in size, an agribusiness orgginiz may adopt three
strategies these are treated in the units below.

Self -Assessment Exercise

1: What is branding?
2.Explain the concept of sales promotion.

1.4 Conclusion

An agribusiness enterprise may grow by adoptingesesonsumer and
production related strategies.

Ml.S Summary

In this unit, you have learnt that some of theteges for increased
sales and production include:

o promotion

J branding

o establishment of linkages

o online presences,

0 |

==11.6 References/Further Readings/Web Resour ces
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Retrieved January 162022,
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M1.7 Possible Answersto Self -Assessment Exer cises

Self -Assessment Exercise 1: What isbranding?
Answer:
Branding: Branding entails giving your business, and invayiaits

products a special identity. Although agricultugaloducts are ng
differentiable in most cases, if branded, a firm caprove it sales.

—

2. Sales promotion: this involves showing off your product, how it il
help the consumers, and, sometimes, how it can deel,uso as tp
influence their decision to buy it.
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UNIT 2 VERTICAL INTEGRATION
Unit Structure

2.1 Introduction
2.2  Learning Outcomes
2.3  Main Content
2.3. 1 Types of Vertical integration
2.3. 2 Reasons for Vertical Integration
2.4  Conclusion
2.5 Summary
2.6  References/Further Readings/Web Resources
2.7 Possible Answers to Self -Assessment Exescis

“':ﬁz.l Intr oduction

My good students, | welcome you to Unit 2 of Mod@lef this Course
AEM509 Principles of Agricultural Business Managerdn the last
unit we learnt and noted that an agribusiness nser may grow by
adopting some consumer and production relatecegies.

Businesses may also grow through vertical integnatvhere they take

over the value chain of their business domain. ligy énd of this unit,
you should be able to: the meaning and type ofoadrintegration.

@2.2 L ear ning Outcomes

By the end of this unit, you should be able to:

o Meaning of vertical integration

o Types of vertical integration

o The reasons for vertical integration.
|

i} 2.3 Main Content

2.3.1 Meaning and Typesof Vertical Integration

Vertical integration: this occurs where relatedusstce complementary
agribusiness functions are integrated by a firmisltthe complete
takeover of the different stages of the productiodistribution chain of
a product. It is the take-over of the supply chafa product. An
example is where a cattle fattener decides to aake breeding stage of
the cattle value chain. In this case, instead gfrtguthe cattle from the

117



AEM509 PRINCIPLES OF AGRICULTURAL BUSINESSMANAGEMENT

breeder, he takes over the breeding componenthim dase, the
complementing activities of cattle breeding andefahg have been
unified. The same cattle fattener could decidentmlve himself in a
business activity that is next to fattening-butamgr

Vertical integration could be:

) backward

as we see In the first case where the cattle fattéacided to also breed
his cattle. In this case, he wdrpdckwards in the cattle value chain. A
case of a rice trader, who decides to take oveptb@uction segment of
the rice chain, is another case of backward integraor

. forward

as in the case where the cattle fattener Viemward to also become a
butcher of the cattle he fattens. Another caseooivdrd integration
could also be seen in the case where a fish fade@des to also smoke
his fish for sale.

2.3. 2 Reasonsfor Vertical Integration

I. Taking over the control of the sources of raw malgr leading
to a decrease in their prices

. Sustainability of production owing to the assuranad raw
materials.

iii. Through vertical integration wastages of some usses are
avoided, and efficiency is increased.

iv.  Managerial efficiency is enhanced.

V. There are also economies of scale for inputs ile@agement
labour and some fixed resources.

Self -Assessment Exercise

1: What are the reasons for vertical integration?
2.Make an illustration of is vertical integration.

2.4 Conclusion

Vertical integration occurs when firms take ovex tomponents of their
value chain of their enterprises. Firms do thistake over the raw
materials sources, eliminate wastage or sustaim businesses. This
also leads to economies of scale and efficienayaiagement.
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9,

2.5 Summary

In this unit, you have learnt:

. that firms can integrate vertically in forward, amckward
manners
. that integration brings about efficiency of managam

sustainability of production, reduction in resowceastage,
among others.

i
I H

n
==12.6 ReferencegFurther Readings/Web Resources

Ezike, K.N.N, Nwibo, S.U, Odoh, N.E (2009). Argilmsss and
finance. Enugu, John Jacobz classic. Pp 238.

Downey, W.D and Erickson, S.P (1987). Agribusinessnagement.
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MZJ Possible Answersto Self -Assessment Exer cises

Self -Assessment Exercise
1: What are thereasonsfor vertical integration?
Answer:

I. Taking over the control of the sources of raw matgr leading
to a decrease in their prices

. Sustainability of production owing to the assurancd raw
materials.

iii. Through vertical integration wastages of some usses are
avoided, and efficiency is increased.

iv.  Managerial efficiency is enhanced.

V. There are also economies of scale for inputs iileagemen
labour and some fixed resources.

—

2. An example is where a cattle fattener decides to take oveeding
stage of the cattle value chain. In this caseeatstof buying the cattl
from the breeder, he takes over the breeding coergdoin this case, the
complementing activities of cattle breeding andefahg have bee
unified. The same cattle fattener could decidentmlve himself in
business activity that is next to fattening-butamgr
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UNIT 3 HORIZONTAL INTEGRATION
Unit Structure

3.1 Introduction
3.2  Learning Outcomes
3.3 Main Content
3.3.1 Horizontal Integration
3.4  Conclusion
3.5 Summary
3.4 References/Further Readings/Web Resources
3.7 Possible Answers to Self -Assessment Exercise

@3.1 Introduction

My dear good students, | welcome you to Unit 3 ajddle 6 of this
Course AEM509 Principles of Agricultural Businessaddgement. In
the last unit we learnt and noted that verticaégmation occurs when
firms take over the components of their value cloditheir enterprises.
Firms do this to take over the raw materials sajreéiminate wastage
or sustain their businesses. This also leads taczo®s of scale and
efficiency of management.

Agribusiness enterprises can also expand by mesgitigor acquiring

firms operating at the same level. This type ofadtiction is the focus
of this unit.

@3.2 L earning Outcomes

By the end of this unit, you should be able to:

o The meaning of horizontal integration, and
o The benefits of horizontal integration.

L] 3.3 Main Content
3.3.1 Horizontal Integration

Horizontal integration occurs when a firm acquioesnerges with other
firms operating at the same level in industry. Ayjuaculture firms can
decide to “buy” or merge with more aquaculture farto become a
bigger aquaculture farm. This form of expansionfemthe following

benefits:
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. Increased volume of sales.
o increased revenue

. increased size

. new market

. Economies of scale.

The offside of this type of integration is thakeidds to monopoly.

Self -Assessment Exercise

1: Define horizontal integration.
2.Mention the benefits of horizontal integration.

3.4 Conclusion

Firms can take over other firms operating at thmesdevel in the
industry in order to expand but it leads to mongpol

MB.S Summary

In this unit, you learn:

o the meaning of horizontal integration,

. the advantages (economies of scale, efficiency etdorizontal
integration,

. and the disadvantage of horizontal integration.

==13.6 References/Further Readings/Web Resour ces

Downey, W.D and Erickson, S.P (1987). Agribusinesanagement.
(2ed). McGrawhill. pp477

"Definition of Horizontal Integration in a SupplyChain"
smallbusiness.chron.com. Retrieved 15 January 2022

"Horizontal Integration Definition" economicshelp.org. Retrieved 15
January 2022
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MBJ Possible Answersto Self -Assessment Exer cises

Self -Assessment Exercise
1: Define horizontal integration

Answer:

=

Horizontal integration occurs when a firm acquioesnerges with othe
firms operating at the same level in industry. Ajuaculture firms cal
decide to “buy” or merge with more aquaculture farto become a
bigger aquaculture farm.

—

2.Thisform of expansion confersthe following benefits:
) Increased volume of sales.

increased revenue

increased size

new market

Economies of scale.
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UNIT 4 DIVERSIFICATION
Unit Structure

4.1 Introduction

4.2  Learning Outcomes

4.3  Main Content
4.3.1 Meaning and types of Diversification
4.3.2 Challenges with Diversification

4.4  Conclusion

4.5 Summary

4.6 References/Further Readings/Web Resources

4.7 Possible Answers to Self -Assessment Exascis

:)j 4.1 Introduction

My dear good students, | welcome you to Unit 4 ajddle 6 of this
Course AEM509 Principles of Agricultural Businessaddgement. In
the last unit we learnt and noted that firms cdee taver other firms
operating at the same level in the industry in ptdeexpand but it leads
to monopoly.

Sometimes, firms just develop new products or entav markets as
their expansion strategies. These strategies ar®tus of this unit.

@4.2 L ear ning Outcomes

By the end of this unit, you should be able to:

o The meaning and types of diversification
. The advantages of diversification
o Challenges with diversification.

4.3 Main Content

4.3.1 Meaning of Diversification
This is a method of agribusiness growth in whidhra:

I. develops new products and services or
il. enters new market(s).
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Examples of diversification by developing new products and
services:

a. If, for instance, a crops farmer decides to engaggoultry
production, he has diversified.

b. A catfish farmer who decides to engage in thessafepoultry
feed has also diversified.

C. Should a poultry farmer venture into cassava prodogc his

business would have undergone diversification.

Example of diversification entering new markets:

a. A smoked fish producer who decides to take his fsla new
market location has diversified.

b. A smoked fish producer who decides to take his Tisdde to his
Facebook page has also diversified.

That is to say, the new market does not have ta pRysical location.
Many agricultural firms have found new markets loa internet.

Thefollowing are the benefits of diversification:

I Diversification guarantees the stability of incordéversification
leads to many channels of income flow, such thanea¥one of
them does not record any income flow for a time, ¢perator
can have something to fall back to. Hence, an agnitess firm is
guaranteed stability of income flow.

il. It leads to efficiency, and economies of scalehia se of some
resources.

iii. “Sleeping” resources are “awakened” and engagegoAltry
farmer who diversifies into cassava production rpaly some of
the redundant land around his poultry pens to use.

iv.  The possibility of total collapse of the agribusads minimal
since risks are spread among the different entapri Other
enterprises can be leveraged on the aid an aitieg o

2 Diversification can open up new markets for the ios
enterprises in an agribusiness. For example, armydarmer who
has diversified into cassava production may firat gome of the
customers to whom he sells his poultry output alsed cassava.
In the same way, some of the people to whom he #edl cassava
may also be interested in chicken.

4.3.2 Challenges of Diversfication

I requires more attention, planning supervision, rnaooimg, and
coordination,

. requires more funds,

iii. it may also require some more expertise and labmumeet the
need of the new product.

iv. it may also require some legal and bureaucraticcgages,
especially for large companies.
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Self -Assessment Exercise

1: Mention the challenges of diversification.
2. State two examples of diversification enteriegvmarkets.

4.4 Conclusion
Firm diversify through two main strategies in orderexpand. These

diversification strategies yield larger markets andfidence in business
survival. There are however a few challenges tedlstrategies.

M4.5 Summary

o diversification occurs when firms develop new produor enter
new markets with their usual products

. the advantages of diversification include acqusitiof new
markets and the elimination of the fear of totadibess collapse.

o such strategies however require more manageriaitsnpunds,
risks, and some bureaucratic/legal procedures.

o challenges with diversification

.6 References/Further Readings/Web Resour ces
Unoki, K: (2013). Mergers,. Acquisitions and Glbb&mpires:

Tolerance, Diversity and the Success of M&A. Nevork
Routledge. pp. 34-64.
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mzw Possible Answersto Self -Assessment Exer cises

Self -Assessment Exercise

1: Mention the challenges of diversification.

Answer:

requires more attention, planning supervision, rnaooimg, and
coordination,

requires more funds,

it may also require some more expertise and lalbmuneet the
need of the new product.

it may also require some legal and bureaucraticcenges
especially for large companies.

2. State two examples of diversification entering new markets:

a.

b.

A smoked fish producer who decides to take his fsta new,
market location has diversified.

A smoked fish producer who decides to take his Tiskde to his
Facebook page has also diversified.

That is to say, the new market does not have ta pRysical location|

Many

agricultural firms have found new markets loa internet
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MODULE 7 PUBLIC POLICIES AFFECTING
AGRICULTURAL BUSINESS DEVELOPMENT

Unit 1 Agricultural Policies and Agribusiness giibw

Unit 2 Agricultural Research Policy

Unit 3 Unit Agricultural Finance and marketing Ras

Unit 4 Agricultural  Extension  Services and Manpower
Developments Policies

Unit 5 Rural Development Policy and Water resosioalicy

UNIT 1 AGRICULTURAL POLICIES AND AGRIBUSINESS
GROWTH

Unit Structure

1.1  Introduction
1.2  Learning Outcomes
1.3 Main Content
1.3.1 Meaning of Agricultural Policies
1.3.2 Government Policies and Agribusiness Growth
1.4  Conclusion
1.5 Summary
1.6 References/Further Readings/Web Resources
1.7 Possible Answers to Self -Assessment Exescis

@1.1 Introduction

My dear good students, | welcome you to Unit 1 ajddle 7 of this
Course AEM509 Principles of Agricultural Businessaddgement. In
the last unit of Module 6, we learnt and noted firat diversify through
two main strategies in order to expand. These difveation strategies
yield larger markets and confidence in busineswvigalt There are
however a few challenges to these strategies.

Governments world over institute a set of guidediaad ideologies that
aids to bring about improvement in all the spherelser people’s lives.
Nigeria is not an exception and her agriculturalt@eis not left out.

these sets of guidelines and ideologies are cpididies.
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@1.2 Learning Outcomes

By the end of this unit, you should be able to:

. The meaning of policy and agricultural policy

o The policy thrusts of the nigerian agricultural ipglas they
concern agribusiness development

. How nigerian government have been using policiedifferent
sectors to transform the agricultural sector

o How government policies affect agricultural growth.

i} 1.3 Main Content

1. 3.1 Meaning of Agricultural Policies

In Nigeria, there are several programmes backdayypolicies and laws
that are aimed at promoting agricultural and rweVvelopment. The
development of the sector and the rural areas gd rmhand because
agriculture, especially the primary subsector (eaopping) is
essentially rurally based. Government world overehalso noted that
since poverty is a rural (and invariably, a rurphenomenon, the
development of the two be a useful tool in poveeuction. Thus a lot
of resources are engaged in rural and agricultwaalsformation. This
concept forms the policy thrusts of many governmeanrtid, and births
the cutting edge of agricultural programmes andegts. Some of these
come in the form of intervention projects and pewmgmes, either
directly from the agricultural sector or from nogrigultural sector like
from the financial institutions, works sector, argathers.

A policy is a set of purposeful governmental instions meant to - TComment [HP1]:

achieve certain objectives. A policy could be vidvat as a complex set
of decisions to:

. to determine the allocation of resources,

. to distribute income,

o to promote growth,

. or to bring about development through the use séafi and

monetary instruments.

Agricultural policy refers to a collection of rules laws or guidelines
that point to the mindset of the government, anddesires or goals for
the agricultural sector. These may concern cradjort, export, input
supply and subsidy, land use, etc. Policy relatéh whe primary,

secondary and tertiary segments of the agricultwalues chain
(Akarowhe 2018).
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An agricultural policy conveys the decision to pesa specified course
of action aimed at improving agricultural produatipractices, ensuring
output growth and the overall development of thecatfural sector

(Eyo, 2005). More explicitly, the outcomes of agttaral policy may

include self-sufficiency in food and raw materigisoduction, rural

poverty reduction, rural infrastructural transfotima, enhanced

security, guaranteed supply of food and raw mdsgerédficiency in land

use, and employment generation, among others.

A typical agricultural policy indicates:

o policy objective,

strategies,

time phases for implementation,

financial implications and,

addresses the interest of the identified stakeinsld

Agricultural policies in Nigeria specify the framerk and action plans

of government for the achievement of increased foad materials and

export crop production as well as reduction in upkEyment,

modernization of agricultural production and attaént of better living

standard, among other things. The objectives otaljural policy, as

contained in the four National Development Planplemented during

the period 1960-1985 and subsequent rolling plamddcbe broadly

stated as follows:

1. To promote self-sufficiency in the production obéth and raw
materials for industry.

2. To improve the socio-economic welfare of (espegjahural
people engaged agriculture and ,

3. To diversify the sources of foreign exchange ewsithrough
increased agricultural export arising from adoptdrappropriate
technologies in food production and distribution.

Agricultural policy changes, determine the directiof institutional

changes, economic growth and development. Thewevi¢he Nigerian

agricultural development policies and programmegieve by Eyo

(2005) and Ebong (2007) indicate that public @e$ as it affects
agricultural business growth centres on capaciilding and technical
efficiency enhancement, research and grantinghahftial and technical
support services.

1.3.2 Government Policies and Agribusiness Growth
The Nigerian agricultural policy affects agribuseein the areas of

technical supports and financial supports. Govemntrpelicies on other
sector like those of education, health and infredtire, etc. can also
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influence agribusiness development. Below are stmepolicy areas

and how they can affect the growth and developrakagribusinesses:

a. The Nigerian agricultural research policy envisagdse
development of better breeds and varieties thannaexistence.
This strategy is helpful in greater production voks and the
attendant economic benefits. The development oftsturation
varieties and breeds, for instance, enhances theneoof output
available for sales as processing. This also imple need for
more inputs. Thus the growth of the different segimeof the
agribusiness chain (input supply, production armatessing) can
be affected by agricultural policies.

b. Agricultural policies determine the ease of ex@ond the volume
of commodities available for exports. For examplgyolicy that
facilitates the exportation and production of caasaill lead to
the expansion of cassava farms or the establishaferdw ones.
Similarly, Policies on importation can also infloenthe growth
of agribusiness in the country. Policies that disage the
importation of certain commodities (inputs and auig) can
positively influence the agribusinesses involvedhia production
of such commodities. These agribusinesses will edptneir
production to meet up the local demand for the contires.
New firms will also be established to produce themmmodities.
For example, should the Nigerian government effetyiban the
importation of fish and fish feed, a positive resge will be
elicited among operators of artisanal fisheriesidir who have to
expand their operations. In the same way, aquaeufitoducers
and fish feed producers will work to expand thaisinesses.
Thus, agricultural international trade policy cdfeet the growth
of agribusiness.

C. Government financial policies can also influenceitagsiness.
Policies that affect the interest rate and duratéroans have
great influences on the ability of agribusinesadoess credit. A
low-interest rate and a long repayment period al$ age some
form of a guarantee are helpful policies for agsibesses. A
mandate to commercial banks to grant loans to agiriess even
without collateral has been helpful in the develepmof the
agribusiness subsector. The policy on small-scatnesses has
also been helpful to agribusinesses.

d. Infrastructural policies leading to the developmemif
infrastructure related to agribusiness also infagethe viability
of agribusiness. Good road networks, complementeddund
ICT policy can facilitate a lot of linkages amonglated
agricultural participants in a value chain. In mgceémes, the use
of ICT as a marketplace for consultancy and inpipot sales
has facilitated the establishment and expansion nwny
agribusiness firms. Complemented by a good roadorét this
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can enhance the ease of transacting agricultusihésses. For
example, an order placed (through the phone) fgrald chicks
by a fellow residing in Abuja can be delivered frdbadan the
same day if the road network is good enough. TEfhahility of
electricity supply can also affect agribusines&as. policies that
can lead to a reliable supply of electricity can bmneficial to
some agribusinesses that are involved in the psowgsand
storage of some agricultural input and output. Fstance, a
poultry farmer needs electricity to store/presdmgevaccines as
well as process and preserve his dressed chickes.cdst of
doing business for firms that rely on electricity drastically
reduced if the public power supply is steady. Gaihgr the
provision of adequate rural amenities will also rease
participation in agricultural activities by ruraiellers instead of
migrating to cities.

Generally, macroeconomic policies are usually puplace to
stabilize the economy, encourage economic activitte ensure
national economic growth, minimize the vagariespa€tes and
manage international trade policies, etc, and neapdneficial to
the growth of agribusinesses (Akinyosoye, 2005). iRstance,
stable prices are good for agribusiness becauge useful in
planning. Also, exported-oriented policies can ligéne
agribusinesses through business expansion to nesedrdd and
the opening up of opportunities to establish fitimst deal in the
exportation of agricultural output. The overall m@economic
policy can be such that motivates agribusinessestaie
advantage of market forces, and ensure completivichwleads
to reasonable pricing and quality.

Health policies: a health policy (like health insace or free rural
Medicare) that reduces the level of out- of-thekatchealth
expenses have the potential to liberate more fulmisthe
expansion of agribusinesses.

Educational and training policies: policies on emiion and
training are geared towards capacity building. Thaertain
educational policies that emphasize practical agjtical training
are helpful in the growth of agribusiness. Suenings may be
in formal school certain or workshops. Administas, have
overtime established many collages and specializedersities
of agriculture, in addition to the departments, cstb and
faculties of agriculture in conventional univers#ti Informal
trainings may be embarked upon through workshops.
Security issues and related policies: Policiesepusty can also
affect the growth of agribusinesses especiallyhe aspect of
production and trading. A more encompassing bopdicing
agency coupled with hi-tech surveillance can cltke security
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menace ravaging the country and make farmers aars feel

secure to go about their businesses
Government policies sure do have influences on dnewth of
agribusinesses. Policies need to have action paintsrder to make
impacts, thus they have to be implemented somehowarder to ensure
the realization and implementation of policies, soof the essential
supporting services required by the agriculturatt@e need to be
provided through established institutions. Preskatel discussed below
are these policies and supervising institutionat@isthed to administer
them.

Self -Assessment Exercise

1: State the main objectives of agricultural palicy
2. A typical agricultural policy indicates...?

1.4 Conclusion

We have noted that government can use both agrraliland multi-
sectoral polices as and strategies develop theudigiral sector.

Ml.S Summary

In this unit, we have learnt that:

. agricultural policies are sets of guidelines anke instituted by
government to develop the agricultural sector.

o multi-sectoral policy strategies can also be dggdoto develop
agriculture.

[0
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Ml.? Possible Answers to Self -Assessment Exersise

Self -Assessment Exercise
1: State the main objectives of agricultural policy

Answer:

To promote self-sufficiency in the production folbd, and raw
materials for industry.
To improve the socio-economic welfare of (edpky) rural
people engaged agriculture and ,

To diversify the sources of foreign exchangarnings
through increased agricultural export arising fraahoption of]
appropriate technologies in food production andritistion.

A typical agricultural policy indicates:

policy objective,

strategies,

time phases for implementation,

financial implications and,

addresses the interest of the identified stakigs.
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UNIT 2 AGRICULTURAL RESEARCH POLICY
Unit Structure

2.1 Introduction

2.2  Learning Outcomes

2.3  Main Content
2.3.1 Overview of Nigerian Agricultural Researatliey
2.32 Nigerian Agricultural Research Institutes and their

Mandates

2.4  Conclusion

2.5 Summary

2.6 References

2.7 Possible Answers to Self -Assessment Exescis

@2.1 Introduction

My dear good students, | welcome you to Unit 2 ajddle 7 of this
Course AEM509 Principles of Agricultural Businessaddgement. In
the last unit, we learnt and noted that in orderatdualize policy
objectives on agricultural research, researchtute8 have been set up
to address the needs of specific mandate agriallpnroduce. These
institutes have their specific mandates. This wwilt dwell on these
institutes, their mandates, their success, anddtians.

@2.2 Learning Outcomes
By the end of this unit, you should be able to:

o The general conceptualization of the Nigerian agtical
research policy

The objectives of the Nigerian research policy

Research institutes and their respective mandates

The prospects of some of these institutes

The factors militating against the actualization their full
potentials.

i} 2.3 Main Content

2.3. 1 Overview of Nigerian Agricultural Research Blicy

Agricultural research policy of the Federal goveemnis designed to
provide support relevant to the practical need®igkerian agriculture.
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This is based on the fact that research institatiaiil work hard to
investigate the properties of agricultural commiedit and
socioeconomics and come up with ideas on their awvgments.
Instance, research into poultry could bring (and baought) about
higher egg qualities, higher carcass weight, fagtewth and strains of
birds that can easily be raised resource poor ithgials to enhance their
incomes. For example, “Noiler” a strain of bird é@ped by a Nigerian
researcher can achieve the dual purpose of eggneeat (chicken)
production in a few months, with low feeding andibiog and medical
cost implications. In aquaculture, higher yield@ps of fish can also be
developed. The development of cattle with highedlkngroducing
capacity is also a goal of agricultural researclicgoThis is also true of
higher yielding and shorter-span crops as wellrapscompatible with
the social and economic aspiration of concernedicalgiral
participants. The development of disease resigtéarits and animals
also form the mandate of these institutions. Samsétutes also had the
mandate to design and construct adaptable machkmeriln the
socioeconomic domain, research institutes had dmediate of packaging
innovations and passing them unto agricultural peceds, as well as
guiding producers in the aspect the right amoumésburces to apply in
order to be efficient in production. In sum, resbainstitutes were
established to:

. Develop high yielding breeds/strains and variet@senhanced
production and productivity.

. Develop short-duration breeds/strains and varigeties

. Develop disease and stress resistant breeds/straingarieties,

o Develop cost effective production techniques, maethes and
equipment.

. Develop breeds/strains and varieties compatibleh wihe
socioeconomic aspiration of agricultural particifsan

o Develop efficient resource combination and costimipation
strategies.

. Develop methods of passing innovations to agricaltu

participants in simplified, convincing and adop&abianner.

With this focus of generating innovations (new gleanethods and
varieties/breeds/strains) in mind, the general ahje of Nigerian
agricultural research policy is to facilitate theevdlopment of
appropriate technology and high yielding animal amgbroved crop
varieties to ensure increased production. Spettificadoption of
appropriate technologies for land preparationniaot@, harvesting,
processing and storage of farm produce as wealkaslopment of fast-
growing species of trees to enhance forestry priomhyc propagation of
agriculture and break-through for effective contblanimal and plant
diseases. The strategies adopted to achieve sfigicesplementation
of these specific objectives of the agriculturale@ch are:
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i. Establishment of research institutes in specifieaarof crops,
livestock, fisheries and forestry,
i. Funding of agricultural researches in colleges gfcallture and

universities,

ii. Establishment of quarantine service centres,

iv. Establishment of the National science and teduyl
development Ministries,

V. Establishment of agricultural extension and redealiaison
service.

2.3.2 Nigerian Agricultural Research Institutes and their
Mandates

The Nigerian agricultural research institute anceirthrespective
mandates and summarized as below.

1. Cocoa Research Institute of Nigeria (CRIN), Ibadn.
The CRIN is mandated to research into the genetmravement and
production of cocoa, cashew, kola, tea and coffee.

2. Institutes for Agricultural Research (AIR), Zaria. This
institute has the mandate to research into thetgemsprovement of
sorghum, groundnut, cowpea, cotton, sunflower, maiand the
improvements of the total-farming systems for tlo®legical zones
covered by Kano, Sokoto, Katsina, Kaduna, Kebdi Zamfara States.

3. Institute of Agricultural Research and Training (IAR&T),
Ibadan. Research into kenaf, jute, soil and water managéeasewell as
the total-farming systems for the ecological zonesered by Lagos,
Ogun, Oyo, Osun, Ondo, Ekiti, Edo and Delta States.

4. Lake Chad Research Institute (LCR), Maiduguri. The
research mandate for this institute concerns timetgeimprovement of
millet Wheat and barley as well as the total-famgnsystems for the
ecological zones covered by Borno, Jigawa, Yobenksn Bauchi and
Adamawa States.

5. National Agricultural Extension and Research Liason
Services (NAERLS), Zaria.Development, collation and dissemination
of appropriate agricultural technologies: monitgriechnology and its
dissemination: and collation and evaluation of@agtural information.

6. National Animal Production Research Institute (MPRI)

Zaria. This institute has the mandate to research intma production
and animal products.
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7. National Cereals Research Institute (NCRI), Badggi. This
institute researches into the genetic improvement of ricejaBean,
benniseed and the farming systems for the ecabdicnes covered by
Kwara, Kogi, Niger., Plateau, Nassarawa, TarabaBemie States and
the Federal Capital Territory.

8. National Institute for Freshwater Fisheries Resarch
(NIFFR), New Bussa This institute researches into the genetic
improvement of freshwater fish species and theadpction in Nigeria
as well as the long-term effects of man-made lakethe environment.

9. National Root Crops Research Institute (NRCRI)Umudike.
This institute is mandated to research into theegenmprovement of
cassava, yam, cocoyam, irish potato, ginger anctsp@atoes, as well
as the total farming systems for the ecologicalesocovered by Akwa-
Ibom.

10. National Veterinary Research Institute (NVRI), Vom. The
NVRI, has the mandate to research into all asp&iceimal diseases,
their treatment and control, as well as the devalmpt and production
of animal vaccines and sera etc.

11. Nigerian Institute for Oceanography and Marine Research
(NIOMR) Lagos. This was established to research into the ressurc
and physical characteristics of the Nigerian teridl waters, and the
high sea beyond, and research into genetic imprexaémf marine and
brackish water fish species, and aquatic resouiides.mandate of this
institute also entails research into the producéiod processing of these
species and aquatic resources.

12.  Nigerian Institute for Oil Palm Research (NIFOR, Benin
City. The research mandate of NIFOR includes the ingmmnt,
production of oil palm.

13. Rubber Research Institute of Nigeria (RRIN), BeninCity.
This institute is mandated to research into theegenmprovement,
production and processing of rubber and other |pteducing plants.

14. Nigerian Stored Products Research Institute (NRI) llorin .
Research into the improvement of storage of majod fand industrial
crops, and conduct studies on stored product pesssicide formulation
and residue analysis.
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2.3.2.1 Constraints to the implementation of reseah policies

The success of the implementation strategies hawsever been

hampered by numerous problems. According to Ey@%2@nd Ebong

(2007), these include

I. shortage of funds, especially owing to poor budget
allocations.

. patronage for reduction in the scale of functicaelvities,

iii. lack of resources, and

iv.  frequent changes in supervising Ministers, esplydmtween the
Ministry of agriculture and natural resources andhidry of
Science and technology.

Self -Assessment Exercise

1: What are strategies adopted to achieve suct¢esgilementation the
objectives of agricultural research?
2. What are the constraints to the implementatioegearch policies.

2.4 Conclusion

To provide for the innovation needs of the farmtseas envisaged in
the agricultural research policy, government over years established
research institutes. These institutes are chargidtie development of
high vyielding varieties; disease resistant vargtishort duration

varieties, as well as innovations for improve prtéhn and effective

resource combinations. Despites some success, Emtogs constrain

these institutes from reaching their full poterstial

MZ.S Summary

In this unit, you have learnt that:

I. research policies are necessary in increase pigdyend elicit
prosperity in agriculture through innovations,

. specific research institutes were established fartam
agricultural concerns. For example, there are §ipemsearch
institutes for some crops, livestock and fisheries,

iii. a number of constraints frustrates these institfrta®s reaching
their full potentials. Some of these include ineeds poor
resource base and bureaucratic interferences.
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MZJ Possible Answers to Self -Assessment Exersise

Self -Assessment Exercise

1: What are strategies adopted to achieve succeskiimplementation
the objectives of agricultural research?

Answer:
i. Establishment of research institutes in specifieaarof crops,

livestock, fisheries and forestry,
i Funding of agricultural researches in colleges gfcalture and

universities,

i, Establishment of quarantine service centres,

iv. Establishment of the National science and teduol
development Ministries,

V. Establishment of agricultural extension and redealiaison
service.

2. Constraints to the implementation of research gicies are:

I. shortage of funds, especially owing to poordpetdry allocations|

. patronage for reduction in the scale of funetibactivities,

iii.  lack of resources, and

iv.  frequent changes in supervising Ministers, ey between the
Ministry of agriculture and natural resources andhidry of
Science and technology.
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UNIT 3 AGRICULTURAL FINANCE AND
MARKETING POLICIES

Unit Structure

3.1 Introduction
3.2  Learning Outcomes
3.3 Main Content
3.3.1 Agricultural Finance/Credit policy
3.3.2 Agricultural Marketing and pricing Policy
3.4  Conclusion
3.5 Summary
3.6 References/Further Readings/Web Sources
3.7 Possible Answers to Self -Assessment Exexcise

@3.1 Introduction

My dear good students, | welcome you to Unit 3 ajddle 7 of this

Course AEM509 Principles of Agricultural Businessaddgement. In

the last unit, we learnt and noted that to provaehe innovation needs
of the farm sector as envisaged in the agricultuesiearch policy,

government over the years established researchtutest These

institutes are charged with the development of higiding varieties;

disease resistant varieties, short duration vagetis well as innovations
for improve production and effective resource camhions. Despites
some success, some factors constrain these iastiioim reaching their
full potentials.

The financing of agribusiness though loans, graatsl, subsidies have
been the cutting edges of the finance and credityof the Nigerian
administrations over the years. To this end, agrd aural financial
institution were established or transformed. Irdeor to ensure
sustainable and remunerative incomes for farmegsatiministrations
also tinkered with some policy strategies and tastins. This unit
dwells on the credit and marketing policies of Migerian government.

@3.2 Learning Outcomes

By the end of this unit, you should be able to:

. The agricultural financing strategies of successNigerian
administrations
. The transformational history of the Nigerian baskablished for

the agricultural sector
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o The different financing products of the Bank of &giture

o The thrust of the Nigerian marketing and pricingigo

. About the establishment, activities and effectdh&f marketing
boards.

ik 3.3 Main Content

3.3.1 Agricultural Finance/credit Policy

The importance of financial and credit in sustaleatevelopment is not
debatable and has been the strategy of both irienah agencies and
the national governments to ensure the generakssaaf development
programmes. In Nigeria, successive governments ltavginued to
hinge their strategies for transforming the econowgy financing in
forms of credit, grants and subsidies. Such stredelgave been applied
to the agricultural sector as well.

The main objective of the agricultural credit p@i over the years has
been to make adequate credit available to the farmethe rural areas
at the right time and affordable cost (concessipiaw interest rate) for

increased farm output. Consequently, efforts haeenbmade to

guarantee proper funding and promotion of agribessnvia public

polices in Nigeria. In recent time other agrictdiuparticipants like

input suppliers and processors have also beert@blenefits from these
strategies, and have leveraged on them to expasid digribusiness

firms.

Over time, successive government have establish&itutions and
strategies to implements their agricultural finarecel credit policies.
These include:

1. Bank of Agriculture (BOA) Limited was established 1972 and
later became Nigerian Agricultural and Co-operatiBank
(NACB) Limited to “reflect a broader mandate”. I®@L, the
NACB, People’s Bank of Nigeria (PBN), and the rigsets of
the Family Economic Advancement Programme (FEAPj)ewe
merged to form Nigerian Agricultural, Co-operatiaral
Development Bank (NACRDB) Limited. However, in 201Be
Bank was rebranded and it adopted the new name B&nk
Agriculture (BOA) Limited. Further information avable on the
BOA website (https://www.boanig.com) include itsndate and
products which are discussed below

3.3.1.1 The mandates of the BOA include

----  provision of credit to support all agriculaibusinesses,
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provision of microcredit to no agriculturagntures

mobilization of saving,

capacity development through the encouragémeni
cooperatives, agricultural  information systems,

provision of technical support and extenssenvices, and
provision of opportunities for self-employntan the rural areas
in order to reduce rural-urban migration.

3.3.1.2 The implementation strategies of the BOA

The BOA implements her mandate through cutting-eigras called
“products”. These products include:
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Grow and Earn More (GEM): this is a strateigy encourage
women to take up agriculture as a business

Youth in Agricultural Revolution (YARN): theYARN was
designed to encourage youth to take up agricultase an
investment or business

Direct Credit Product: this was designed noairage fund small
and medium agribusiness. This product grants creiging
from 250,000 naira.

Large Credit Product: this was designed tooemage large- scale
production and agro-allied. This product advanceslits from
50 million Naira to 1 billion Naira.

Agro-processing facility: this facility wasedigned to encourage
agro-processing firms, reduce post-harvest lossesimprove
food security.

On-lending Credit: the BOA in this case tpars with states and
local governments and financing agencies to supg@®s and
community-based organizations

The Nigeria Agricultural Insurance Company was lesthed in

1987 to insure agricultural crops so that farmemsuld be

protected against losses arising from natural om-made

hazards beyond their control. By 1990s, the scopeths

insurance outfit was extended to cover livestocl &sheries.

The strategies for achieving this objective wemeatlined as
follows:

Making insurance a pre-requisite for obtaghagricultural loans

Farmers were to insure their farms to theetoh21/2 percent of
their loan volume only.

Establishing and funding agricultural insurancompany by the
governments. (iv) Encouraging private sector pgdition in

mobilizing funds for investment in agriculture, tha, the

involvement of private insurance companies.
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3 Rural Banks. Establishment and strengthening odl fbanking
institutions to provide loans to the agriculturakc®r. Initially
government introduced specialized banks such as:

----  Nigeria Agricultural and Cooperative BankXQB),

----  People’s Bank and

----  Community Banks.

These were established in order to ensure availabil credits to all
categories of farmers at concessionary interest taaffacilitate growth
and development of the agricultural and agro-allsttors of the
national economy. It was evident that the oveedfiéctiveness and
financial viability of NACB was constrained by oveependence on
government subvention, its inability to attract dgips and access loans,
poor loan recovery performance, high administratiests and eventual
financial distress. The Peoples bank also suffemeular problems that
lead to the bank’s inability to perform its statytéunctions.

4 Nigeria Agricultural, Cooperative and Rural Deveatognt Bank
(NACRDB). The problems that constrained the earbanks
resulted in the birth of the Nigeria Agriculturafooperative and
Rural Development Bank (NACRDB) limited as the #ing
largest development finance institution in Nigeisdowing the
successful merger of the former NACB, peoples band the
Family Economic Advancement Programme (FEAP) inoDet
2000. The banks broad mandate encompasses savings
mobilization and the timely delivery of affordaldesdit to meet
the funding requirements of the teaming Nigeriaydaon in the
agricultural and non- agricultural sector of theéiaraal economy.
Specifically, the mandate of NACRDB includes:

----  Providing all classes of agricultural loars ftrops, livestock,
poultry and fisheries production, etc.

----  Developing the economic base of the low ineagnoups through
provision of loans to small scale enterprise.

----  Encouraging the formation of cooperatives.

----  Accepting savings from individuals and coaiere societies and
to make repayment of such savings together withragpate
interest.

4.4.1.Engendering good banking habits among Nigeriane@afly the
target group, Encouraging capacity building throdigh training
of beneficiaries on proper loan utilization, repa&yry savings
and the formulation of strategies for the profimbiarketing of
products.

4. Micro Finance banks The Micro-finance Banks were
established to further address savings and cidies. In a bid to
repositioning the remaining community banks aftex increase
in their capital base from initial modest sum of 392000 to
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N5,000,000 and the reduction in the banks number758
nationwide as well as poor management coupled thighrural
people’s preference for traditional informal thréind saving
organizations (Osusu), the Central Bank of Nigef@BN)
directed that the licensed community banks be eded to
micro- finance banks. This was to make them mofecgve
vehicles for credit and savings mobilization in teal informal
sector. The Micro-finance banks as provided forthie National
Micro-finance Policy Regulatory and Supervisory rReavork
was launched on 15th December, 2005 with the gdal
providing financial services to over 65 percenttteé Nigerian
economically active population who are not servedhe formal
financial system. The establishment of micro-firmnibanks
therefore is to, among others.

----  Provide diversified, affordable and depenéalohancial services
to the poor in a timely and competitive manner.

----  Mobilize savings for intermediation.

----  Create employment opportunities and increéhsegroductivity of
the active poor; and . Render payment serviceh sscsalary
gratuity and pensions.

Micro-finance banks that are licensed to operasesnit banks are to be
community based and have a minimum paid-up capft&l20 million
for each branch. Those licensed to operate inta stafederal capital
territory (FCT) are to have a minimum paid-up calpaf N1 billion.
Aside these credit institutions, key strategies paeld for the
implementation of the Nigerian agricultural finanaad credit policy
include:

1. The Agricultural Credit Guarantee Scheme fund & @entral
Bank was established in 1977 with the CBN as th@agiag
agent to provide credit guarantee on commerciak§dnans for
agricultural purposes with the aim of increasing tlevel of
commercial bank credits to the agricultural sectdwve scheme is
aimed at stimulation of the total agricultural puocton for both
domestic consumption and export and the encourageiwie
commercial and other banks to participate in iasimg the
productive capacity of agriculture via increased pitzd
investment lending. The scheme which was to gueea75
percent of any default in bank loans granted toricaljural
sector, had it capital based increased from th&ainN100
million in 1977 to N1 billion and N 4 billion inGD1 and 2006
respectively. This was followed by an upward reviefv credit
limits. For instance the limits for guaranteed ruolateralized
loan to individuals increased from N5,000 to N20,0@hile
collateralize loans in individual rose from N 10000in 1997 to
N1 million in 2001. The limit of loan to operatioasd corporate
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bodies were similarly increased to N10 million frovd and N5
million in 1977 and 1999 respectively. Guarantessied by the
fund for 2003 had been substantively huge and hésced the
commercial banks to grant to the agricultural sabtor a loan of
N1.164 billion which shows an increase rate of2fkercent.

2. Granting of grace period (moratorium) on agricudtdoans. This
was also employed give agricultural producers ehotige to
repay loans. Initially the grace period was 2 ydarsseasonal
crops, poultry and pig enterprises, and 5 yearshi®crops, cattle
breeding and ranching. These grace periods wereeVvew
reviewed from time to time. For instance, betwe&92l and
1993, the grace periods for agricultural loans veeréollows:

----  One year for seasonal crops like grains, foagps or vegetable.

----  Four years for tree crops e.g. Oil palm, @cwbber, oranges

etc.

----  Five years for tree medium and large scalelmagized farm with
large capital outlays.

----  Seven years for ranching.

3.3.2 Agricultural Marketing and Pricing Policy

Government policy on agricultural marketing andcioig policies has
been to ensure stable and remunerative incomeaioneirs through
efficient distribution of agricultural produce. iShs aimed at ensuring
that seasonal and ecological zone variations htkeedr no effect on all
the year round availability of the farm produced aiso to shield the
farmers from the adverse effects of price fluctuain the international
market. In order to ensure the effectiveness obtrecultural marketing
and pricing policy objectives, a four pronged amgio was envisaged
(in the 1970s and 80s) to:

---- set up appropriate enlightenment and monitpnrechanics,

---- input subsidization,

---- infrastructural development, and

---- institution of commodity marketing boards.

Government enlightenment and monitoring machinenas set up to
regulate the activities of those involved in agiieral produce
marketing in order to curtail unwholesome practiceraintain
acceptable quality standards in the state anddedeoduce inspection
services for grading and certification of commusditand to encourages
individuals, cooperatives and limited liabilitiesnd companies to export
agricultural commodities.

Farm inputs were subsidized to stimulate wide apratilization of
modern farm inputs so as to increase agriculturatyrction. Inputs
whose prices were subsidized included fertilizgodant protection
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chemicals such as pesticides and agricultural egemp. This generally
had the effect of sharp increase in utilizatiorthadse inputs. However,
subsidies on the inputs reduced with time and l§n@moved by the
end of 1997 but that of fertilizer was re- introdddn 1999.

Government at various levels also provided infragtires for rapid
development of agricultural marketing. These inelute construction
of silos for grain storage at strategic locatiamghie country, cool rooms
for fish storage and marketing in fishing commuwestiand well-
constructed marketing outlets and structures foe thisposal of
agricultural produce of the farmers.

Zonal marketing boards, which later metamorphosedo ithe

establishment of countrywide boards, were estabdisim 1977. The
actions of the commodity boards in the period betw&979 and 1985
had a depressive effect on farm output and incositeey were noted to
pay farmers, prices that were below the world prieehich were

sometimes below production costs. It was obserhed frices paid to
the farmers during the said period were less tiampétcent of world
market prices (CBN 2000). With the introduction AP in 1986, the
commodity boards system was abolished and commadityng was

liberalized. The abolition of commodity boards ehiated the implicit

taxation of farm incomes inherent in their opemagioln spite of the
virtue of the new policy, there were some attendamblems. First,
exchange rate depreciation affected the pricempbrted inputs, which
rose substantially while the removal of subsidiraplies high input

prices and hence reduced profit margin. Secondgethere reported
cases of produce quality deterioration under thenrmodity board

system. Third, there was sharp fluctuation in werld commodity

prices that exposed the farmers to a greater f$lese problems
resulted in the initiative to set up the commoeikghange market which
was accepted to be implemented in 1996 by the gavemt of Nigeria
but yet to become fully operational, Eyo (2005) &fbng (2007).

Self —Assessment Exercise

1: Enumerate the mandate of the Bank Of Agriculture
2.Mention the reasons for the establishment of sriicrance banks

3.4 Conclusion

The nation continues in its policy of credits, geand loans to the
agricultural sector and the diverse tinkering watricultural financing
in Nigeria has birthed an inclusive Bank of Agricue. The marketing
and pricing strategies also saw the need for métkelization.
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-
MB.S Summary

In this unit, we have learnt:

o the agricultural financing strategies of successNggerian
administrations included loans, grants and subsidie

. that the Nigerian bank established for the agnigaltsector has
undergone numerous transformation, and is now thekBof
Agriculture with numerous financing options

o that the thrust of the Nigerian marketing and pigcpolicy is to
ensure adequate and sustainable remunerationsgfmuléural
participants.

o about the negative effects of the activities ankots of the
marketing boards.

==3.6 References/Further Readings/Web Resources

Ebong, V. O. (2007).Agribusiness Management in a Developing
Economy. The Nigerian Perspective, Robertmindegrivgtional
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Eyo, E. O. (2005). Agricultural Development in Nige Plans, Polices
and Programmes. Uyo: Best Print Business Pres42Pp62.
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MB.? Possible Answers to Self -Assessment Exersise

Self —Assessment Exercise
1: Enumerate the mandate of the Bank of Agriculture
Answer:

The mandates of the BOA include:

---- provision of credit to support all agricultlifausinesses,
---- provision of microcredit to no agriculturalveires

---- mobilization of saving,

---- capacity development through the encouragerémooperatives,
agricultural information systems,

---- provision of technical support and extensiervges, and
---- provision of opportunities for self-employmentthe rural areas in
order to reduce rural-urban migration.

2.The establishment of micro-finance banks therefa is to, among
others:

---- Provide diversified, affordable and dependdilancial services to
the poor in a timely and competitive manner.

---- Mobilize savings for intermediation.

---- Create employment opportunities and incre&se droductivity of]
the active poor; and . Render payment servicel agcsalary gratuity
and pensions.
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UNIT 4 AGRICULTURAL EXTENSION SERVICES
AND MANPOWER DEVELOPMENTS
POLICIES

Unit Structure

4.1 Introduction
4.2  Learning Outcomes
4.3  Main Content
4.3.1 Agricultural Extension Services Policy
4.3.2 Training and Manpower Development Policy
4.4  Conclusion
4.5 Summary
4.6 References/Further Readings/Web Sources
4.7 Possible Answers to Self -Assessment Exascis

@4.1 Introduction

My dear good students, | welcome you to Unit 4 ajddle 7 of this

Course AEM509 Principles of Agricultural Businessaddgement. In
the last unit, we learnt and noted that the natmmtinues in its policy of
credits, grants and loans to the agricultural seetod the diverse
tinkering with agricultural financing in Nigeria &dirthed an inclusive
Bank of Agriculture. The marketing and pricing s#gies also saw the
need for market liberalization.

In order to enhance agricultural development impthymaterials, better
methods and ideas from the research institutes haee effectively

communicated to the farmers. This effective commation lies within

the purview of the extension delivery system. Thécy on extension

delivery in Nigeria covers this object. Also, thenmlimentary

strategies of man power developments need to [wellated.

@4.2 Learning Outcomes

By the end of this unit, you should be able to:

o The extension delivery strategies of governmentDRNA,
ADP

. The ADP, it mandates and constraints

o The training and manpower development policy of the

government.
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;4.3 Main Content

4.3.1 Agricultural Extension Services Policy

According to Udoma, Inyang and Ekaiko (2009), Agltaral extension
has been out-of- school education aimed at commating: useful
information to people through educational procésis. mainly centered
on technology transfer to the clientele, but ofereccommunity driven
approach has been introduced through the FADAM/Aerir@ntion
programme.

Despite the changes in approach, the overall dbgof is the same-
and is promoting agribusiness to drastically redine level of poverty
by giving assistance to farmers to help them bec@ware of the
opportunities for self-empowerment and improvem#éns. therefore the
policy of government to provide agricultural extems services to
enterprising farmers for increased productivity.

The general objective of the agricultural extengolicy has remained
basically the same since 1960, is to disseminategor agricultural
technologies to farmers, to increase output anser#ieir standard of
living. A number of strategies were adopted tolitate realization of
the stated objective. One of this is the establefnof the Agricultural
Development Programme (ADP).

4.3.1.1 Agricultural Development Programme (ADP)

The key institution of agricultural extension sees is the network of

Agricultural Development Programme (ADPs)spread in each of the

States of the Federation and Abuja. The ADPs, agxttension services

arms of the Ministry of Agricultural and Natural irces was vested

with the following responsibilities;

I. Recruiting, training and developing extension pensb for
effective extension delivery,

. providing training facilities and infrastructureshat can
strengthen the link between researchers, extensgemts and
farmers,

iii. establishing demonstration farm centers and runsdstock,
fisheries in their areas of jurisdiction for cragsd,

iv.  encouraging private sector to invest in agricultundormation
dissemination.
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4.3.1.2 Constraints to agricultural extension deliery in Nigeria

Although agricultural extension service in Nigellis successfully

transmitted many innovations to farmers, and assisrmers and rural

women to improve their welfare, it is constrainey & number of

problems. Haruna and Abdullahi (2013), Auta andw2aig (2010), and

Onuche et al (2020) have reported a few constramtagricultural

extension delivery in Nigeria. These constraintdude:

----  Agricultural extension services in Nigerianuffer from
inadequate and untimely funding. It has been ndtatl 75% of
ADP centres in Nigeria are inadequately funded.

----  The efficiency of extension system in Nigeisaconstrained by
its density. The Nigerian national average of thenber of
extension agents per farmer is noted to be arotB@iL 1.

This is far below the FAO has recommended a demdity extension

agent to a maximum of 1000 farmers.

----  The level of deployment of ICT in Nigerian ragltural
extension service delivery is poor. While some ¢&ri countries
have employed for instance the use of drones toandpmonitor
croplands by extension workers, the Nigerian extendelivery
system remains restricted to the analog systemantiw level of
ICT usage. It has been noted that the Nigeriamnskia delivery
system is “in dire need of computerization”, antineated that,
up to 35% of the extension workers in Nigeria ndebic
computer training.

----  The Training needs of extension person arelingted to ICT.
There is a serious need for training in crop impraent and pest
management. Unfortunately, the training is inadéguand
limited to a few staff.

----  There is also the problem of effective moririg and supervision
of the activities of the extension personnel. leetive
monitoring and supervision of the activities ofendion workers
can hamper the growth of agribusinesses.

4.3.2 Training and Manpower Development Policy

Training and Manpower development is a necessatgifdor increased
agricultural productivity and it is offered to ingue the skills of those
involved in agricultural activities. The governméras embarked on the
policy of training and developing manpower to suppesearches and
other duties for agricultural development in NigeriThe objective of
this policy has been to catch up with the coustrganpower needs in
crops, livestock, forestry and wildlife, fisheriasd aquaculture sub-
sectors as well as agricultural extension, homaamwacs, food science
and technology and water resources managementingaimnd
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manpower development. Strategies deployed to im@re thsu policy
are as follows:

I. Establishment of training and research Institutehsas the
Agricultural Research and Manpower training Insétu
(ARMITI) in llorin, Kwara State.

. Sponsoring Nigerians to participate in agricultureand
agricultural related workshops, conferences, semiaad short
courses within and outside the country.

iii. In the continuing effort to build capacity neededl lboost
agricultural production, the federal government leatablished
three Universities of agriculture in Abeokuta, Urked and
Makurdi, to offer degree programmes in all discipb of
agriculture. Other Federal Universities, and Statsned
Universities as well as some privately owned Ursitess also
offer training opportunities in agriculture related

iv. Provision of scholarships and bursary awards tooerage
students studying courses in agriculture and relalisciplines
within and outside Nigeria.

V. Establishment of colleges of agriculture and inti@n of
faculties and department of agriculture in polymch and
colleges of technology and education for the trajnof middle
manpower for the sector.

For instance, there are also some Federal Agri@iltGolleges not
directly under the supervision of the FDAs; manwat&tColleges of
Agriculture as well as many Polytechnics and Categf Technology,
offering agriculture-related courses.

This initiative is government’s holistic approachsblving the perennial
problem of inadequate skilled manpower at all Is\althe agricultural
sector.

Self -Assessment Exercise

1: State the responsibilities of ADP.
2.What are the constraints to agric. extensionisesvin Nigeria?

4.4 Conclusion

We have noted how Government has developed stesteigir the

communication of improved, materials, better methadd ideas from
the research institutes through extension deliveygtem which is
basically the ADP. In addition, we have noted atbe, complimentary
strategies of training and mana power needs thrdinghestablishment
of training institutions.
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M4.5 Summary

We have in this unit learnt:

o that the strategy for the implementation of theeagton policy
program is the ADP
. that mandate of the ADP works to train farmersk linem with

research institutes, run demonstration farms, andowage
private investments.

. that the ADP is constrained by poor training, irqadde finances,
low man power, and poor monitoring and supervisiamong

others

. that government has established institutions t@ tedre of the
manpower and training needs of agriculture.

o that government also provides scholarships andsgpships for

the training of agricultural personnel.
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|ﬂ4.7 Possible Answers to Self -Assessment Exersise

Self -Assessment Exercise

1: State the responsibilities of ADP.

Answer:

Recruiting, training and developing extensipersonnel for
effective extension delivery,

providing training facilities and infrastriuwes that cal
strengthen the link between researchers, extensgemts anc
farmers,

establishing demonstration farm centers anoal livestock,
fisheries in their areas of jurisdiction for cragsd,

encouraging private sector to invest in agitiral information
dissemination.

These constraints include:

Agricultural extension services in Nigerianuffer from
inadequate and untimely funding.

The efficiency of extension system in Nigeisaconstrained b
its density. The Nigerian national average of thenbher of
extension agents per farmer is noted to be arotB@iL1.

The level of deployment of ICT in Nigerian ramltural
extension service delivery is poor.
The Training needs of extension person arelinated to ICT.

There is a serious need for training in crop improent and pes

management. Unfortunately, the training is inadéguand
limited to a few staff.

There is also the problem of effective moriiig and supervisiot
of the activities of the extension personnel. leetive

monitoring and supervision of the activities ofendion workers

can hamper the growth of agribusinesses.
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UNIT 5 RURAL AND WATER DEVELOPMENT
POLICIES

Unit Structure

5.1 Introduction
5.2  Learning Outcomes
5.3 Main Content
5.3. 1 Rural Development Policy
5.3.2 Water Resources Development policy
5.4  Conclusion
5.5 Summary
5.6 References/Further Readings/Web Resources
5.7 Possible Answers to Self -Assessment Exascis

@5.1 Introduction

Hello students, | welcome you to Unit 5 of Moduleo¥ this Course
AEM509 Principles of Agricultural Business Managerdn the last
unit, we learnt and noted how Government has deeelstrategies for
the communication of improved, materials, betterthoes and ideas
from the research institutes through extensionvdgfi system which is
basically the ADP. In addition, we have noted atbe, complimentary
strategies of training and mana power needs thralghestablishment
of training institutions.

As part of the multi-sectoral policy towards agtiatal transformation,
there exist the rural development and the wateyurees development

policies. These policies have their bearings oibagmess development
and have recorded their successes and borne dpedlen

@5.2 Learning Outcomes

By the end of this unit, you should be able to:

. The goals of the Nigerian rural development posicie

o About institutions and strategies deployed to dizeathe
Nigerian rural development policy over time,

o About the mandates of the River Basin Developmarnthévrities
(RBDAs), and

o The constraints to the actualization of the maeslabf the
RBDAs
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5.3 Main Content
5.3.1 Rural Development Policy

It has been estimated that over 60 percent of Nigar population live
in the rural areas, with the majority of them inved in agricultural
activities. In an attempt to improve the qualifyife of the rural people
and thereby stem the tide of rapid rural-urban atign as well as
facilitate the promotion of sustained and ordergvelopment of rural
Nigeria, successive government adopted rural dpweént policies and
strategies and several established agencies agdaptmes. Although
the rural development goal of government, doesdepend primarily on
small farmers’ agricultural progress, it implies chumore. It comprises
such policy objectives as:

i). Improvement in the quality of life the rurakegple including
income, employment, education, health and nutrjtibausing
and variety of related social services.

ii). A decreasing inequality in the distributiofirural incomes and in
urban rural imbalances in income and economic dppdies.

iii).  The promotion of a sustained and orderlyelepment of the vast
resources available in the rural areas for theefieaf the rural
population.

iv).  The creation of an infrastructural base, Whis conducive to
profitable investment.

The capacity of the rural sector to sustain ancelacate the pace of
these improvements over time.

Rural development policy instruments deployed idelthe provision of
basic infrastructure like roads to facilitate inguipply and agricultural
product evacuation, pipe borne water, electrif@ati education and
health care facilitate as well as improved accedmancial assistance.
The major agencies and programmes used were:

I. Directorate of Food, Roads and Rumé&idstructure (DFRRI)

. National Directorate of Employment (NDE)

iii. Better Life/Family Support Programme,

iv. Life Enhancement Programme and

V. National Poverty Alleviation Programme.

However, the objectives of the rural developmenteamsot sufficiently
met as the infrastructure provided was not suffici®o check rural-
urban migration in search of better opportunitie3he rural areas
continue to suffer from poor power supply, poor doaetwork,
inadequate potable water supply and other infresira-related
problems.
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5.3.2 Water Resources Development Policy

The board objective of the water resource developmas to adopt a
comprehensive original approach towards integretaigr development.
The Federal Ministry of Water Resources and theeRiBasin
Development Authorities (RBDAS) were established ampowered as
agencies to implement this policy.

The major functions of the RBDAs included

I the development of underground water resources,

il. control of floods and erosion, and

iii. construction and maintenance of dams, dykes, paldeells,
boreholes, irrigation and drainage systems.

Unfortunately, this integrated approach to develeptrand utilization
of water resources was not sustained due largelyth® policy
inconsistencies regarding the number of operati®tBDAs and their
functions.

For instance, the number of RBDAs which was 11 V7, was
increased to 18 in 1984 but later reduced to 9 9861with their
activities limited to water resource management. BY87, the
identifiable functions of the RBDAs were extendedcbver operation
and maintenance of roads and bridges linking ptgees, and keeping
up to date records of water resources, water useehsas environment
and socio-economic data on the functional RBDAs.

In 1992, government adopted the partial commematbn policy. This
was an attempt to partially commercialize the RiBasin Development
Authorities as a means of increasing the revense lo& the authority
outside the government subventions. However, gowemt still

supports the authorities to carry out their staguttunctions in the
development of the agricultural sector of the econo

Conflict of sectoral interests and the absencelaokl of coordination

among stakeholders have constrained effective wag=ources

management, resulting in the non-optimization ofewvaesources. There
is also the problem of policy inconsistency as séerthe various

alterations to the number and mandates of the RBMgene et al.,

2021)

Self -Assessment Exercise

1: Mention the major functions of the River BasireMelopment
Authorities (RBDAS).
2.Enumerate the major agencies of rural development
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5.4 Conclusion

The rural development strategies and institutioagehrecorded some
success in the development of rural areas. Howelerg is a need to
have them repositioned. Also, the water resourceseldpment
strategies need coordination and policy stability @chieves their
objectives.

0)
MS.S Summary

In this unit, you have learnt:

i) that the goals of the Nigerian rural developmenicps include
to stem rural urban migration, improve the quatifylife in the
rural area, decrease inequality, promote sustana&Vvelopment
etc.,

1)) that the Directorate of Food, Roads and RuralaBtfucture
(DFRRI), National Directorate of Employment (NDE)etBer
Life/Family =~ Support Programme, etc were strategic
institution/programmes designed to meet these gnastime

iii)  that the River Basin Development Authorities (RBDAsere
mandated to control floods, build dams, provideifiogation etc.

iv) that the lack of multi sectoral coordination danpolicy
inconsistency were issues confronting the RBDAs.
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MSJ Possible Answers to Self -Assessment Exersise

Self -Assessment Exercise

1: Mention the major functions of the River Basin DBevelopment
Authorities (RBDAS).

Answer:

I the development of underground water resources,

. control of floods and erosion, and

iii. construction and maintenance of dams, dykes, paldevells,
boreholes, irrigation and drainage systems.

2. The major agencies and programmes used were:

I. Directorate of Food, Roads and Rumé&idstructure (DFRRI)
I National Directorate of Employment (NDE)

. Better Life/Family Support Programme,

iii. Life Enhancement Programme and

iv. National Poverty Alleviation Programme.
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MODULE 8 LEGAL ORGANIZATION AND TAX
STRATEGIES RELATED TO
AGRIBUSINESS MANAGEMENT

Unit 1 Understanding the Legal Environment of Bess
Organizations in Nigeria

Unit 2 Legal Matters in the Operation of Foreignn@manies in
Nigeria

Unit 3 Taxation in Nigeria

Unit 4 Tax Administration in Nigeria

UNIT1 UNDERSTANDING THE LEGAL ENVIRONMENT
OF BUSINESS ORGANIZATIONSIN NIGERIA

Unit Structure

1.1  Introduction

1.2  Learning Outcomes

1.3 Main Content
1.3.1 The Legal Environment of Businesses in Néger
1.3.2 Types of Businesses Recognized by CAMA

1.4  Conclusion

1.5 Summary

1.6 References

1.7 Possible Answers to Self -Assessment Exercises

@1.1I ntroduction

Hello students, | welcome you to Unitl of Moduleo8this Course
AEM509 Principles of Agricultural Business Managerdn the last
unit of Module 7, we learnt and noted that the Irutavelopment
strategies and institutions have recorded some esacdn the
development of rural areas. However, there is a neehave them
repositioned. Also, the water resources developnstradtegies need
coordination and policy stability to achieves theljectives. Every
country has its procedure towards recognizing @amration as being
legal. Thus, every business in Nigeria; be it agtizal or non-
agricultural is required by law to be legally renampd. Businesses are
required to be registered with the Corporate Aff&liommission, and to
comply with the relevant provisions of the Companiend Allied
Matters Act of 2020.
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@1.2 L ear ning Outcomes

By the end of this unit, you should be able to:

. About the CAMA Act
. The Cooperate Affairs Commission
. The types of companies recognized by Nigerian laws.

Jiii

1.3 Main Content

1.3.1 The Legal Environment of Businessesin Nigeria

The Companies and Allied Matters Act of 1990 (CAMA90) was
repealed and replaced by the CAMA 2020. The CAMR®®as signed
into law with a commencement date of 7 August 20Rfe new Act
contains a lot of changes bordering on the redistraand operation of
businesses in Nigeria. Following this, the Corperatfairs Commission
which is the implementation agency of the Act iskdlee Companies
Regulations 2021 to serve as the implementatiandraork for the new
Act.

The functions of the CAC are

i). the regulation and supervision of the formafiancorporation,
registration, management and winding up of comggni

ii). the establishment and upkeep of a suitalvld well-equipped
Companies Registry, and the conduct of investigatito the
affairs of any company where the interests of dhalders and
the public so demand; etc.

iii).  Once an enterprise is fully documented by@At can take any
of the forms as provided under the Companies atiddAMatters
CAMA. CAMA is the principal statute governing thegistration
of business in Nigeria. The administration of CAM# the
responsibility of the Corporate Affairs Commissi@lAC), with
headquarters in Abuja, and zonal offices all over tountry,
Kenna & Associates (2011).

1.3.2 Typesof Businesses Recognized by CAMA

The types of Business Organizations under the Campaand Allied
Matters Commission Act:

Facts available from section 21 of the CAMA as ddig the Corporate
Affairs Commission in Nigeria reveals that legatlzebusiness
organizations can be grouped into three broad group
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1. Company limited by shares

Under this types a company have the liability sfritembers limited to
the amount (if any), unpaid on the shares respagtiield by them.

Thus the financial liability of its members is li@d by the shares that
they hold and nothing more. So, if the company wing@ or becomes
insolvent, they (shareholders) will not lose anythiother than the
shares they individually hold.

2. Company limited by guarantee: This is a company without a
share capital. It is a not-for-profit company whene liability of its
members is limited to such amount as the membespecéively
undertook to contribute to the assets of the comparthe event of its
being wound-up. These companies use do not digriteir profits to
their members but use it to promote society by stng in the
promotion of science, art, commerce, religion, acitarity. Such
companies are exempted from taxes. Due to thexixpgtion and other
benefits granted this type of company, the Consdnthe Attorney
General of the Federation is required for the teafion.

3.

4. Unlimited Company: This is a company where the members’
liability is not limited to any particular amounf.the company winds
up, the debt it owes must be settled even it meaashing into the
pockets of the members. This implies that the liigbis not limited to
the shares they hold.

5.

Each of these primary types of companies may bevatp or a public
company. A private company is one, which placesioti®sn on transfer
of shares by members, and limits its membershiDtpersons. It is also
prohibited from inviting the public for subscriptioto its shares or
debentures. A public company has no such restnistas its shares can
be freely traded on. It can be listed or unlisted usually listed when it
is quoted on the Stock Exchange.

Ownership and registration of companies or busegsess not limited to
Nigerians. Foreigners or foreign businesses can dfs business in
Nigeria.

Self -Assessment Exercise

1: What are the functions of the CAC?
2.Write short notes on unlimited companies.

1.4 Conclusion

In order to embark on the establishment of anybaginess corporation
in Nigeria it is important to understand the diesabf CAMA and the
regulations as well as guidelines of the CAC.
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9,

1.5 Summary
In this unit, you have been introduced to:

o the law guiding the incorporation, registration,ecgtion and
winding up of business in Nigeria- that is the CANBA20,

. the agency (CAC) saddled with the responsibilitgoforcing the
CAMA 2020,

. the duties of the CAC, and

. the types of companies recognized by the Nigemgpall system;
companies limited by shares, companies limited bgrgnteed,
and unlimited liability companies.

Mlﬁ References/Further Readings/Web Resour ces

Jegede, J.O (2020). Nigeria: Types of Companies &uinpany
Registration in  Nigeria. https://www.mondaq.com/nigeria/
shareholders/989060/types-of-companies-and- company
registration-in-nigeria

Key compliance obligations under CAMA 2020 and Camps
Regulations 2021 https://pwcnigeria.typepad.com/tax_matters_
nigeria/2021/05/key-compliance- obligations-undamea-2020-
and-companies-regulations-2021.html
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M1.7 Possible Answer sto Self -Assessment Exer cises

Self -Assessment Exercise

1: What are the functionsof the CAC?

Answer:

The regulation and supervision of the formationcorporation,
registration, management and winding up of conmgmni

The establishment and upkeep of a suitable and wellipped
Companies Registry.

The conduct of investigation into the affairs ofyamompany where the

interests of shareholders and the public so denetnd;

2. Unlimited Company: This is a company where the membe
liability is not limited to any particular amourif. the company winds

up, the debt it owes must be settled even it meaashing into the

pockets of the members. This implies that the liighis not limited to
the shares they hold. Each of these primary typesmpanies may be
private or a public company. A private company e owhich places
restriction on transfer of shares by members, andsl its membershiy
to 50 persons. It is also prohibited from invititQe public for
subscription to its shares or debentures. A puldimpany has no sud
restrictions as its shares can be freely tradedltonan be listed o

=
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unlisted. It is usually listed when it is quotedtbe Stock Exchange.
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UNIT 2 LEGAL MATTERS IN THE OPERATION OF
FOREIGN COMPANIES IN NIGERIA

Unit Structure

2.1 Introduction

2.2  Learning Outcomes

2.3 Operation of Foreign Companies in Nigeria: Tégal Procedure
2.4  Conclusion

2.5 Summary

2.6 References/Further Readings/Web Resources

2.6 Possible Answers to Self -Assessment Exercises

@2.1 Introduction

Hello students, | welcome you to Unit 2 of ModuleoBthis Course
AEM509 Principles of Agricultural Business Managerdn the last
unit, we learnt and noted that in order to embarkhe establishment of
any agribusiness corporation in Nigeria it is intpat to understand the
dictates of CAMA and the regulations as well aglglines of the CAC.
For a business concern to partake in any businetbaty either as
regards ownership of a business, or transactingnésses with
establishments in another country, there has ta pecedure. This the
guidelines for foreign participation in the NigeriGusiness domain are
treated in this unit.

@2.2 L ear ning Outcomes

By the end of this unit, you should be able to:

o The procedure for registering a foreign company

o Who can act on behalf of a foreign business

o The documents that need to be completed by a epEs/e of a
foreign concern in Nigeria.

L] 2.3 Main Content

2.3.1 Operation of Foreign Companies in Nigeria: The legal
Procedure

Apart from Nigerian cultured business organizatjotise Nigerian
business environment also allow foreign compante®gerate. Non-
Nigerians are encouraged to invest and participatine operation of
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any enterprise in Nigeria. However, the promotarsneestors would
have to register a company in Nigeria. This compaillybe a separate
and distinct entity from its parent company. Ursid incorporated, a
foreign company may not carry on business in N&yeriexercise any of
the powers of a registered company but does ndu@ss the company
from enjoying

legal and legitimate rights (i.e.) sue or beingdséeforeign investor

may incorporate a Nigerian branch or subsidiarthefparent company
by giving a Power of Attorney to a qualified sotagi in Nigeria for this

purpose. The incorporation documents in this instawould, disclose
that the Solicitor is merely acting as an "agerftadprincipal” whose

name(s) should also appear in the document.

The Power of Attorney should be designed to lafises indicating that
the appointed Solicitor shall be cease to functipan the conclusion of
all registration formalities. When this is accombpéd, the locally

incorporated branch or subsidiary company must thpply to the

Nigerian Investment Promotion Commission ("NIPCSy & Business
Permit, Expatriate Quota, and other requisite aygdsoand licenses.

The incorporation policies of CAMA is without exdems to the

General Rule, where exemption from local incorgorais avoidable, a

foreign company may apply in accordance with ®ach6 of the

Companies Act, to the National Council of Ministdos exemption

from incorporating a local subsidiary if such aign company belongs

to one of the following categories:-

I. foreign companies invited to Nigeria by or witrethpproval of
the Federal Government of Nigeria to execute angcifipd
individual project;

. foreign companies which are in Nigeria for the exEmn of a
specific individual loan project on behalf of ando country or
international organization;

iii. foreign government-owned companies engaged sabelxport
promotion activities, and;

iv. engineering consultants and technical experts gathan any
individual specialist project under contract witmyaof the
Governments in the

V. Federation or any of their agencies or hvahy other body or
person, where such contract has been approvedebydderal
Government.

Also worth noting is the fact that foreign registgrcompany can set up

a representative office in Nigeria for the onlyrpase of serving as a
promotional point, which of course must be regetewith the CAC.
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In a review of requirements for legalization of @rgpany in Nigeria,
Kenna & Associates (2011) observed that the folmwshould be
delivered to the Corporate Affairs Commission:
Availability/Reservation of Name Form Memorandum Afticles of
Association duly stamped by the Commissioner fant Duties, and
duly subscribed to by at least two Nigerians orspes of foreign
nationalities who have been granted Business Permit

However, in the absence of a Business Permit, ggnrinvestor could
authorize a Nigerian citizen or organization by meaf a Power of
Attorney to subscribe on its behalf pending thengraf a Business
Permit;

Copy of Business Permit if the subscribers ar@difn nationalities;

Duly completed form, showing the address of the wamy.

Duly completed form (showing the first directors waell as consent
Letters to act as a director, duly signed by eadividual director.

A Statement of the Authorised Share Capital, onptrescribed Form,
and duly stamped by the Commissioner for StampeBut

Duly completed form showing the Share Allotments;

A Statutory Declaration of Compliance by a Nigerlagal practitioner
engaged in the formation of the company;

Bank drafts for the amounts for CAC Filing feesd atamp duties.

The CAC shall register the Memorandum and Artidéshssociation,

unless in the opinion:

I they do not comply with the provisions of the Comiga Act; or

il. the business which the company is to carry onherobjects for
which it is formed, or any of them, are illegal; any of the
subscribers to the Memorandum and Articles is irmet@ent or
disqualified; or there is a non-compliance wlile tequirements
of any other law relating to the registration amcorporation of
companies; or

iii. the proposed name conflicts with or is likely tanftmt with an
existing trade mark or business name registerétgaria.

Usually, this process could take between 2 weeklsvi@eks from filing
all the requisite documents to obtaining the dedte of incorporation.

Self -Assessment Exercise

1: In a review of requirements for legalizationao€ompany in Nigeria,
what should be delivered to the Corporate Affaissnthission?
2.Write NIPC in full.
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2.4 Conclusion

A foreign business interest will have to follow sesteps in order to be
permitted to do business in Nigeria. Thus, there mmocedures for
registering a foreign company and there are peegie can act on
behalf of a foreign business in Nigeria. Also thare documents that
need to be completed by a representative of agoroncern in Nigeria

VU/ 2.5 Summary

In this unit, you have learnt that:

I. a foreign body may own a business in Nigeria,

. there are procedures that foreign bodies have ltowido own
business in Nigeria,

iii. foreign interest need to grant power of attornewtsolicitor in
Nigeria for the purpose of registering a business,

iv.  a foreign company may have a representative officHigeria,
and

V. there are several forms that need to be filled gdmte some
documents in order for a foreign interest to comdlepal
business in Nigeria.

vi.  some companies may be exempted from the CAMA proeed

==12.6 References/Further Readings/Web Resour ces

Kenna & Associates (2011). Establishing an Entegoin Nigeria: Legal
Framework. Retrieved from http://nigeria.smetoolkit.org/
nigeria/en/content/en/934/Establishing- an-Entsgim-
Nigeria-Legal-Framework on 09-08-2011

Key compliance obligations under CAMA 2020 and Camps
Regulations 2021 https://pwcnigeria.typepad.com/tax_matters_
nigeria/2021/05/key-compliance- obligations-undamea-2020-
and-companies-regulations-2021.html

UhJ (2008). Doing Business in Nigeria. Urbach Hackéung
International Ltd. Pp 38 -40.
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}J. 1
MZJ Possible Answersto Self -Assessment Exercises.

Self -Assessment Exercise

1: In a review of requirements for legalization of a company in
Nigeria, what should be delivered to the Corporate Affairs
Commission?

Answer :
1. Availability/Reservation of Name Form
2. Memorandum & Articles of Association duly stampey the

Commissioner for Stamp Duties, and duly subscriteedby at
least two Nigerians or persons of foreign natitiesl who have
been granted Business Permit.

2. Nigerian I nvestment Promotion Commission (" NIPC")
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UNIT 3 TAXATION IN NIGERIA
Unit Structure

3.1 Introduction

3.2  Learning Outcomes

3.3 Taxation in Nigeria: who pays and who receivest
3.4  Conclusion

3.5 Summary

3.6 References/Further Readings/Web Resources
3.7 Possible Answers to Self -Assessment Exercises

@3.1 Introduction

Hello students, | welcome you to Unit 3 of ModuleoBthis Course
AEM509 Principles of Agricultural Business Managerdn the last
unit, we learnt and noted that a foreign businessreést will have to
follow some steps in order to be permitted to dsifess in Nigeria.
Thus, there are procedures for registering a faremmpany and there
are people who can act on behalf of a foreign lassinn Nigeria. Also
there are documents that need to be completedrbgrasentative of a
foreign concern in Nigeria.

All persons and businesses that derive some indoone Nigeria are
required to pay taxes. There are different typetarés that are to be
paid to certain level of government.

@3.2 L ear ning Outcomes

By the end of this unit, you should be able to:

About who should pay taxes

The various types of taxes

What level of government collect what specific &xe

What organization administers taxes for the leeélgovernment.

==I3.3 Taxation in Nigeria: Who paysand who r eceiveswhat?

In Nigeria all persons in employment, individuats business, non-
residents who derive income from Nigeria as wellcampanies that
operate in Nigeria are liable to pay tax. In aegwby UhJ (2008), some
taxes are payable to the Federal Government (angin&lered by
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Federal Inland Revenue Service), some are payabldhe state
Government and some to the Local Government.

3.3.1 Taxes Payable to the Federal Government

i. Companies income tax

i, Withholding tax on Companies
ii. Petroleum profit tax

iv. Value Added Tax

V. Education tax

vi. Capital Gain tax on residents of FCT

vii.  Stamp duties on bodies, corporate & residents df FC
vii.  Personal Income tax (e.g. Army, Police etc)

3.3.2 Taxes Payable to the State Gover nment

i. Personal income tax (i.e. Pay as you earn)

i Capital gains tax

i Stamp duties on instruments executed by individuals
iv. Withholding tax on individuals

V. Business premises registration

3.3.3 Taxes Payable to the L ocal Gover nment:
i. Shops & lock rates

i. Tenement rates

i Marriage, birth & death fee

iv. Market taxes

V. Wrong parking charges

Some clarifications

1. Income Taxes: Individual income tax an annual tax tbe
income of individuals, partnerships, trusts etc.

2. Company tax: an annual tax on the income of congzani

3. Capital Taxes (a tax levied on a corporation teabased on its

assets rather than its income):
4. Estate duty — an inheritance tax payable by thetesin the value
of property.
Capital gains tax — disposal of any asset
Value added tax: An invoice based value added thictwis
levied on supplies of goods and services.

o o

7. Excise and Customs duties: Charges on imports. fExmEnd
local ex-factory shipments
8. Stamp duties: Charges levied on certain documentary
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Self -Assessment Exercise

1: List the taxes payable to state government.
2.Give some clarifications on tax payment in Nigeri

3.4 Conclusion

All persons and businesses that draw some incoora fligeria are
required to pay taxes to the concerned level ofeguwent. It is
therefore important that agribusiness manager knohst taxes are to
be paid, and, to whom.

MB.S Summary

In this unit you learnt that:

o anyone drawing income from Nigeria is required &y pax

o taxes like company income tax, VAT, stamp duty,.,etre
collected by the federal government through theeFadinland
Revenue Service,

o taxes like personal income tax, capita; gain tasjiess premises
fees, etc are collected by the state governmemtsigh their
Boards of Internal Revenue Service

o shop rates, markets taxes, wrong parking chargesaiected by
the local governments through the Local Governnieavenue
Committee.

; 3.6 References/Further Readings/Web Resour ces

UhJ. (2008). Doing Business in Nigeria. Urbach Hackroung
International Ltd. Pp 38 -40.
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MBJ Possible Answer sto Self -Assessment Exer cises

Self -Assessment Exercise

1: List the taxes payable to state gover nment.

Answer:

iii.
iv.

V.

Personal income tax (i.e. Pay as you earn)

Capital gains tax

Stamp duties on instruments executed by individuals
Withholding tax on individuals

Business premises registration

2. Some clarifications
1

N

o o

Income Taxes: Individual income tax an annual tax tbe
income of individuals, partnerships, trusts etc.

Company tax: an annual tax on the income of congsani
Capital Taxes (a tax levied on a corporation tkdbased on it
assets rather than its income):

Estate duty — an inheritance tax payable by thetesin the valu
of property.

Capital gains tax — disposal of any asset

Value added tax: An invoice based value added thictwis
levied on supplies of goods and services.

Excise and Customs duties: Charges on imports. fExmnd
local ex-factory shipments
Stamp duties: Charges levied on certain documentary

2

11
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UNIT 4 TAX ADMINISTRATION IN NIGERIA
Unit Structure

4.1  Introduction
4.2  Learning Outcomes
4.3  Main Content
4.3.1 Administration of taxes in Nigeria
4.3.2 Specified tax rates in Nigeria
4.4  Conclusion
4.5 Summary
4.6 References/Further Readings/Web Resources
4.7 Possible Answers to Self -Assessment Exercise

@4.1 Introduction

Hello students, | welcome you to Unit 4 of ModuleoBthis Course
AEM509 Principles of Agricultural Business Managerdn the last
unit, we learnt and noted that all persons andnassies that draw some
income from Nigeria are required to pay taxes ®abncerned level of
government. It is therefore important that agrihess manager knows
what taxes are to be paid, and, to whom.

Specific boards are saddle with the administratdrsaxes across the
levels of government. These boards appoint banksltect appropriate

taxes, which are at fixed rates. The administrabbtaxes and some tax
rates are treated hereunder.

@4.2 L ear ning Outcomes

By the end of this unit, you should be able to:

. How taxes administered across the different le¥glowernment
. What the specific rates of some taxes in the cguare.

4.3 Main Content
4.3. 1 Administration of taxesin Nigeria
Responsibility for the administration of taxes igrasted to the Federal
Inland Revenue Service, and the 36 State IntereseRue Services. At

the local government level, taxes are administdrgdthe Revenue
Committee. The respective Boards, where appropriappoints
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inspectors who carry out the work of assessmenalfdaxes and Banks
who collect these taxes. Employers are requiredetduct employee’s
tax from their employee’s remuneration and to pashsamounts to the
authorities on a monthly basis. Employees’ tax theducted is allowed
as a credit against the total amount of an emplsyebility for tax as
finally assessed on the basis of his or her armatain.

4.3.2 Specified Tax Ratesin Nigeria
Certain types of taxes and their rates are disdugs®elow:

I Personal Income tax

This ranges between 7% and 24% for PAYE in NigeriEime taxable
income band ranges from 300, 000 Naira to 3.2 omillNaira per
annum. Where an individual earns less than 300, (@minimum tax,
which is only 1% of gross is, taken as tax.

. Corporate Tax

This refers to tax levied on the profits made bympanies or
associations. Companies are taxed on income attbeof 30%, while
Education tax is 2% on assessable profit.

iii. Capital Gains Tax

The scope of the Capital gains tax covers the dmpof moveable and
immoveable assets. The rate of tax is 10% of Clagéen, with effect
from 1996, and as amended in 2004.

iv. Petroleum Profits Tax

This came in being through the Petroleum Profit Aax of 1959. The
rates are on exports 85%, on domestic sales ahdilgas 65.75%, while
2% goes for education tax.

Self -Assessment Exercise

1: What is PAYE?
2.Define corporate tax.

4.4 Conclusion

It is important for the agribusiness manager tovkribe tax rates that
apply to his organization and employs and whegatpthem to.
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4.5 Summary

In this unit, you have learnt:

° the different revenue administrators: FIRS, IRS, RC
° the rates fixed for some taxes.

.6 References/Further Readings/Web Resour ces

Kenna & Associates (2011). Establishing an Entegoin Nigeria: Legal
Framework. Retrieved frorhttp://nigeria.smetoolkit.org/nigeria/
en/content/en/934/Establishing-an-Enterprise-inelatLegal-
Framework on 09-08-2011

UhJ (2008). Doing Business in Nigeria. Urbach Hackéung
International Ltd. Pp 38 -40
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mzw Possible Answer sto Self -Assessment Exer cises

Self -Assessment Exercise
1: What isPAYE?
Answer:

Pay As You Earn (PAYE) is an example of Personedtne tax.

This ranges between 7% and 24% for PAYE in NigeriEime taxable
income band ranges from 300, 000 Naira to 3.2 omillNaira pef
annum. Where an individual earns less than 300,@0minimum tax
which is only 1% of gross is, taken as tax.

2. Corporate Tax

This refers to tax levied on the profits made bynpanies of
associations. Companies are taxed on income atatbeof 30%, while
Education tax is 2% on assessable profit.

179



AEM509 PRINCIPLES OF AGRICULTURAL BUSINESSMANAGEMENT

MODULE 9 ECONOMIC PRINCIPLES RELATED TO
AGRIBUSINESS MANAGEMENT

Unit 1 Principle of Cost

Unit 2 Principles of Diminishing Returns

Unit 3 Principles of Substitution in Choice of Ptiaes

Unit 4 Principles of Firm Assets Valuation and Depation

UNIT 1 THE PRINCIPLE OF COST

1.1 Introduction
1.2  Learning Outcomes
1.3 Main Content
1.3.1 Overview of the principles of cost
1.3.2 The Total Cost Concepts
1.3.3 The Set of Unit Cost Concepts
1.3.4 Marginal Cost Principle
1.3.5 The Opportunity Cost Principle
1.4  Conclusion
1.5 Summary
1.6 References/Further Readings/Web Sources
1.7 Possible Answers to Self -Assessment Exercises

@1.1 I ntroduction

Hello students, | welcome you to Unit 1 of Moduleofthis Course
AEM509 Principles of Agricultural Business Managermdn the last
unit of Module 8, we learnt and noted that it ispontant for the
agribusiness manager to know the tax rates thdy &pihis organization
and employs and where to pay them to.

Farm management principles comprise a set of rates economic
theories, which ensure that choice of decision maileesult in profit
maximization motive of the farm manager. Consetjyethe manager
is required to be acquainted with this set of pples, theories and rules
for decision making, since they are useful in drayvup plans to
organize and operate a farm. They also help intiiyeérg which data
are relevant for solving specific problems. Thegyde guidelines for
processing data into useful information and forlynag the potential
alternatives. In our study of agribusiness or fanemagement, we shall
examine some economic principles, beginning withghnciple of cost.
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@1.2 L ear ning Outcomes
By the end of this unit, you should be able to:

o the concept of cost as it applies to agribusingssations
. types of total cost

o unit costs

o marginal cost

o the principle of opportunity cost

Main Content
1.3.1 Overview of the Principles of Cost

The cost principle examines the action of cost ambme in the
production process for a given farm enterprise.t Thiahe cost of input
simple referred to as the factor price in relatiorthe price of output
accruing from the production process (ie releasm@me). Farm cost
could be classified into fixed and variable costxeB cost here
represents the farm expenses that do not chande th& changes
observed in the level of outputs. They are cosftctvlwould be paid for
even when no production takes place. In a farm ,fismme notably
examples of fixed cost include, farm buildingsydgpayment made for
interest in loans and principal, machinery, dejaten on capital
assets, breeding stocks, payment made to permatefhtand family
labour and permanent farm improvement (e.g. ferjcing

The variable cost on the other hand are cost irduoy the agribusiness
manager as his level of output changes. These dosist occur if there
is no production. Examples of variable cost inelkpenses on such
farm inputs as fertilizer, fuel for machine, livesk feeds, veterinary
costs, seeds, casual labour. The concepts of &redvariable costs are
very important in making farm management decisigks.long as the
farm manager can cover his variable cost, he &®mmdato remain in
business at least in the short run but in the lemghe will be expected
to cover both the fixed and variable cost as at eme variable.

The cost principle carefully examines the relatlup that exist

between the fixed and variable cost with thath& total returns here,
the total returns is expected to be greater thantttal cost (fixed and
variable cost). For instance, if the returns arerenthan that of the
variable and fixed cost, it is also expected thatproduction has gone
in line with the law of the cost principle. A coiinction shows the

various costs that will be incurred at various otipvels, i.e.,

Cost =f (output)
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Further, the rate of output is, in turn, a functiohthe usage of the
resource inputs:

Output =f(inputs)

Since the production function displays the relaglips between input
and output flows, once the prices of the inputska@wn, the costs of a
specific quantity of output can be determined. aAgsult, the level and
behavior of costs as a firm's rate of output changdies heavily on
two factors:

1. the characteristic of the underlying productiondtion and

2. the prices paid for the inputs.

The first determines the shape of the firm's cosicfions, while the
second decides the level of costs. In the short atheast one input is
fixed, so that a firm may not be able to achiewe ltlest combination of
inputs for its desired level of output. Becauseths presence of both
fixed and variable costs in the short run, we cmiify seven different
types of short-run cost curves:

total fixed cost,

total variable cost,

total cost,

average fixed cost,

average variable costs,

average total cost, and

marginal cost.

Note: In the long run, no resource costs are fi¥edirm can therefore
vary the amount of any of its inputs. In the shiart, one or more inputs
are fixed.

1.3.2 The Total Cost Concepts

Three concepts of total cost are important for ysigalof a firm's cost
structure in the short run: total fixed cost (TF®@®)tal variable cost
(TVC), and total cost (TC).

Total fixed cost (TFC) is simply the sum of the ntiges of the fixed

inputs multiplied by their associated prices. la #ghort run the level of
total fixed costs is a constant. Similarly, totariable cost (TVC) is the
sum of the amounts a firm spends for each of theabie inputs

employed in the production process. Total variadmet is zero when
output is zero, because no variable inputs neeehijfdoyed to produce
nothing. However, as output expands, the greateorbes the usage of
variable inputs and the greater is total varialolgt.c The total cost (TC)
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of a given level of output in the short run is then of total variable cost
and total fixed cost:

TC=TVC + TFC

TVC are costs that vary in total in direct propomtito changes in

activity. Examples are direct materials and gagsokxpense based on
mileage driven. TFCs are costs that remain constatdgtal regardless

of changes in activity. Examples are rent, insueaaad taxes.

1.3.3 The Set of Unit Cost Concepts

There are four major unit cost concepts: averagedficost (AFC),
average variable cost (AVC), average total costGATand marginal
cost (MC). All of these may be derived from theatotost concepts
discussed above.

Average variable cost (AVC) is total variable cabvided by the
corresponding number of units of output, or
AVC = TVC/Q

Average fixed cost (AFC) is defined as total fixeast divided by the
units of output, or
AFC = TFC/Q

Since total fixed cost is a constant amount, awefagd cost declines
continuously as the rate of production increasé® feduction of AFC
by producing more units of output is what businpseple commonly
call spreading the overhead.

Average total cost (ATC) is defined as total costidked by the
corresponding units of output, or ATC = TC/Q

However, since TC = TFC + TVC,

ATC =TC/Q

= (TVC + TFC)/Q

=TVC/Q + TFC/Q

= AVC + AFC

Graphically, ATC is U-shaped because the AVC is iaoreasing
function, while the AFC is a continuously decregsimnction of output.

1.3.4 The Marginal Cost Principle

Marginal cost (MC) is the cost of producing an d@iddial unit of output.
For example, the marginal cost of the 500th unitoafput can be
calculated by finding the difference in total cast499 units of output
and total cost at 500 units of output. MC is thiug &dditional cost of
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one more unit of output. MC is also the changeoitaltvariable cost
associated with a unit change in output. This isabse total cost
changes, whereas total fixed cost remains uncharM€may also be
thought of as the rate of change in total coshagjuantity (Q) of output
changes and is simply the first derivative of thiltcost (TC) function.
Thus,

MC = .TC/.Q =dTC/dQ

Economists normally assume firms to be producing point at which
marginal costs are positive and rising. In manadepplications of this
concept, MC is viewed as being equivalent to ineetal cost which is
the increment in cost between the two alternativestwo discrete
volumes of output.

NOTE:
AFC is inversely related to the average product)(@iRhe fixed inputs.
AVC is inversely related to the average product (AP the variable
inputs.

MC is inversely related to the marginal product (M added units of
variable inputs.

If L is variable input and w = its wage, then

AVC = w/APL;

MC = w/MPL

1.3.5 The Opportunity Cost Principle

Opportunity cost principle which is known as maggireturn principle

or real cost principle is applied in economics xpress “Cost” in terms
of forgone or sacrificial alternative. The prinepunderlines the basic
economic problems of scarcity and choice and evesit to the behavior
of the agribusiness manager, the individual conssmand the

government. The agribusiness manager is faced théhscarcity of

resources and therefore is involved also in malshgice so the
concept guides the manager in deciding how besséothe available
productive resources in his farm production busnes

To him, the principle of opportunity cost stateattprofit will be greater
if each unit of labour capital and land is usecerehit will add the most
value to the returns. It does not say that res@sbeuld always be used
where they will bring in the greater marginal reisir This therefore
means that the clever the choice of enterprise taveards profitability
with added returns when capital and other resouaeémited.

The individual consumers are also faced with thebj@m of choice
from the available scarce resources to satisfyr theeds. The concept
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helps them to decide how to spend their scarceeshn@asource in
buying one bundle of commodities while forgoing thiéner bundles
which is now regarded as his real cost.

The concept of opportunity cost is also relevantht® government: this
is because government is faced with the probletmited budget at her
disposal to carry out all the proposed agricultupabjects and
programmes. The principle therefore helps the gowent in deciding
how best to use her revenue. If government emplasis effort are
directed towards food crop production rather thaestock and rural
infrastructural development, then the real codiacilitating food crop
production are the livestock production and improeat in rural
infrastructures, which are not provide.

Self -Assessment Exercise

1: State the opportunity cost principle.
2.What is marginal cost?

1.4 Conclusion

Cost minimization and profit maximization decisiogan only be
reached with the understanding of the theory ofscos

Ml.S Summary

In this unit, you have been introduced to:

. different types of total cost — total fixed cosital variable cost,
total cost,

o unit costs of inputs and outputs

o the marginal cost, which is the cost of producimgaaditional
unit of a commodity.

o and alternative forgone (opportunity cost).
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Ml.? Possible Answersto Self -Assessment Exercises

Self -Assessment Exercise
1: State the opportunity cost principle.
Answer:

The principle of opportunity cost states that grofill be greater if eacl
unit of labour capital and land is used whereilt add the most valug
to the returns. It does not say that resources ldhalways be use
where they will bring in the greater marginal reisir This thereforg
means that the clever the choice of enterprise tmveards profitability,
with added returns when capital and other resowapeémited.

2. Marginal cost (MC) is the cost of producing an additional unit
output. For example, the marginal cost of the 5@@ii of output can bg
calculated by finding the difference in total cast499 units of outpy
and total cost at 500 units of output. MC is thius &dditional cost g
one more unit of output. MC is also the changeoitaltvariable cos
associated with a unit change in output. This isabse total cos

of

— F —h —+ (D

changes, whereas total fixed cost remains unchanged
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UNIT 2 PRINCIPLE OF DIMINISHING RETURNS

2.1  Introduction

2.2  Learning Outcomes

2.3  Principles of Diminishing Returns

2.4  Conclusion

2.5 Summary

2.6  References/Further Readings/Web Resources
2.6 Possible Answers to Self -Assessment Exercises

@2.1 Introduction

Hello students, | welcome you to Unit 2 of Moduleofthis Course
AEM509 Principles of Agricultural Business Managerdn the last
unit, we learnt and noted that cost minimizatiod profit maximization
decisions can only be reached with the understgndirthe theory of
costs.

As more and more units of a variable input are ddea production
process, a point is reached where the resultimgpifonger considered
economically sensible. The principle of diminishiregurns depicts the
various points on the total product curve wheradasing input units
lead to corresponding total product. This princiglede in the decision
making process on the optimal level of a variabjgut to utilize in the
production process.

@2.1 L ear ning Outcomes

By the end of this unit, you should be able to:

o Explain the principle of diminishing returns

o The principle guide in the decision making process the
optimal level of a variable input to utilize in thgroduction
process.

> 3 Main Content

2.3.1 The Principle of Diminishing Returns

The principle of diminishing returns has a speapplication in the
science of farm management. That is, when we cengltk level of

output or yield from a fixed area of land such ae tecture or product
form a single livestock or crop. The law of dimimisg returns which
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was originally propounded by David Ricardo (177238 in relation to
the ability of an agrarian economy with a growingpplation, fixed
agricultural land and variable inputs to expanddwgput of food, states
that if you continue to add more of variable inpiats fixed factor (e.qg.
land), the total product will first of all increaaéan increasing rate, then
at a decreasing rate and thereafter starts tondeds it reaches it's
maximum.

The figure below depicts the total output curve faguaculture
production.

Demonstration of the generalized production function

100 150

uantity of fish in k
Q50 y g

T T T T T
0 5 10 15 20
Quantity of fish feed in kg

It could be noticed that as successive kg of feddfwere applied in the
process, the total product curve responded favgraalbeit, with
varying levels of marginal additions, until the pbat which the feed
quantity got to 9 kg. Thereafter, the Total prodeatve sluggishly
(indicating fast decreasing marginal returns), nsot@ the maximum
level- at

feed level 15 kg (where the marginal returns egeais), begins to face
downwards (where the marginal returns progressiigomes more
negative). Beyond feed level 15 kg, it does not enaky economic
sense for the fish farmer to continue to increaseguantity of feed.

This principle guides the efficient allocation espurces in that as more
resources are added, more yields are expecteccéotain level in the

production process. Again if resources are constaded, it reaches a
point where the output begins to decrease. Thisedsig stage makes
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us to realize the proper ways of utilizing limita@sources. The
principles guides in decision making on the optineakl of a variable
input to utilize in the production process.

Self -Assessment Exercise

1: What is the significance of the principle ofnainishing returns?
2. State this principle.

2.4 Conclusion

Rational allocation of resources requires that carefully considers the
principle of diminishing returns so as to know thptimal level of
resources to apply.

9,

2.5 Summary

In this unit, you have been introduced to:

o the fact that beyond a particular level of applmat additional
units of a variable input will begin to yield deasing levels of
additional outputs causing the total cost curvialio

o the fact that there is therefore an optimal levél ilmput
application in the production process.
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MZ.? Possible Answersto Self -Assessment Exercises

Self -Assessment Exercise
1: What isthe significance of the principle of diminishing returns?
Answer:

This principle guides the efficient allocation eSpurces in that as mo

resources are added, more yields are expecteccéotan level in the

production process.

2.ThePrinciple of Diminishing Returns
The principle of diminishing returns has a speapplication in the
science of farm management. That is, when we cenglik level of
output or yield from a fixed area of land such ae tecture or produc
form a single livestock or crop. The law of dimimisg returns which
was originally propounded by David Ricardo (177238 in relation to
the ability of an agrarian economy with a growingpplation, fixed
agricultural land and variable inputs to expand dwgput of food, state

that if you continue to add more of variable inpwats fixed factor (e.g.
land), the total product will first of all increaaéan increasing rate, the

at a decreasing rate and thereafter starts tondeds it reaches it]
maximum.

re

1}

—t

[72)

[72)
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UNIT 3 PRINCIPLES OF SUBSTITUTION IN CHOICE
OF PRACTICES

Unit Structure

3.1 Introduction

3.2  Learning Outcomes

3.3  Principles of Substitution in Choice of Pree$

3.4  Conclusion

3.5 Summary

3.6  References/Further Readings/Web Resources
3.7 Possible Answers to Self -Assessment Exercises

@3.1 Introduction

Hello students, | welcome you to Unit 3 of Moduleofthis Course
AEM509 Principles of Agricultural Business Managerdn the last
unit, we learnt and noted that rational allocatairresources requires
that one carefully considers the principle of dirsining returns so as to
know the optimal level of resources to apply.

Agribusiness enterprises find ways to minimize dogtadopting the

least cost approach in their enterprises- one oétwis the principle of
substitution in choice of practice.

@3.2 L ear ning Outcomes

By the end of this unit, you should be able to:

. the meaning of the principle of substitution ofgiree, and
o The motive behind it.

11

3.3 ThePrinciple of Substitution of Practice

In this principle of substitution in choice of ptime, we consider the
better competing variance in our agribusiness @est Hence, we
consider two types of resources which can be usgudaducing a given
output. In consideration of this, we decide whishmore profitable and
which has equally a minimal cost of production. Fatance, weeding
with hand tools and applying herbicides or buyimgctor for land

preparation and hiring if for the same purposefan manager who is
always aiming at making the highest possible pnoifitst try as much
possible to minimize production cost. To achievs,the should be able
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to adopt a better competing variance or practia¢ dffect this least cost
while making appropriate returns on investment. hSaonsideration
may arise in any field of agriculture. For instanda livestock
production, we may consider formulating the feedlmnfarm as against
acquiring commercial feed.

Self -Assessment Exercise

1: In the principle of substitution we consider tiypes of resources.
Explain.
2.What is the rationale behind this principle?

3.4 Conclusion

Based on profit minimization goal, a manager hasiéde the choice of
which of two or more method/competing inputs thék @ost the least.

)
P /3.4 Summary
In this unit, we have learnt that:

o Agribusiness operators usually find a way of aduptihe least
cost approach in their enterprises in order to mae profit.

= 3.5 References/Further Readings’'Web Resour ces

Olayemi, J. K. (2004). Principles of Microeconomiésr applied
analysis. Ibadan. Sisco publishers. 383pp

Olukosi, J.O0. and P.O. Erhabor (1988). Introductitmm Farm
Management Economics Principles and Application.itakg
Publishers Ltd. Samaru-Zaria.

Jehli, GA and Reny, PJ (2000). Advanced microecaadheory (2ed).
Pearson Publishers. 281pp
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MBJ Possible Answer sto Self -Assessment Exer cises

Self -Assessment Exercise

1: In the principle of substitution we consder two types of
r esour ces.

Explain.

Answer:

In consideration of this, we decide which is morefipable and which
has equally a minimal cost of production.

2. A farm manager who is always aiming at makinghighest possibl¢
profit must try as much possible to minimize prattre cost.

U
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UNIT 4 PRINCIPLES OF FIRM ASSETS VALUATION
AND DEPRECIATION

4.1 Introduction
4.2  Learning Outcomes
4.3  Main Content
4.3.1 Agribusiness Assets valuation
4.3.2 Depreciation of Agribusiness Assets:
4.4  Conclusion
4.5 Summary
4.6 References/Further Readings/Web resources
4.7 Possible Answers to Self -Assessment Exercises

@4.1 Introduction

Hello students, | welcome you to Unit 4 of Moduleofthis Course
AEM509 Principles of Agricultural Business Managerdn the last
unit, we learnt and noted that based on profit mination goal, a
manager has to make the choice of which of two oorem
method/competing inputs that will cost the least.

Valuation is the process of deciding the valueroitam. It is also a way
of rating or estimating the worth of a propertyaor asset. Depreciation
on the other hand is a way of estimating the losshe value of assets
over time. These are important concepts in farm agribusiness

management.

@4.2 L ear ning Outcomes

By the end of this unit, you should be able to:

. Explain the meaning and methods of valuation ofbaginess
assets
o Know the meaning and methods of computing deprieciat

agribusiness assets.

4.3 Main Content

4.3.1 Agribusiness Assets valuation

Agribusiness assets valuation is a process oftatigo/alues (prices) of
given assets such as building, machines, vehialesking tools, crops
and livestock, stored products and other valugb&perties within a
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given farm firm. To set the true estimate of farrofft, changes in the
value of the farm assets and liabilities shouldit@uded. The firm
should therefore be valued at the beginning andddritie accounting
period (usually within one year).

The valuation at the beginning is known as oped®galuationn, while
one at the end is known as closing valuation fa pariod is therefore
the same as the opening valuation for the nexb@eihe method of
valuation affects the profit or loss on a givemfaand therefore the need
to follow the same method of valuation each yeam& of the common
methods mostly used in assessing the worth of fasmists are listed
below:

Valuation at market price

Valuation at cost

Valuation by reproductive value

Valuation at net selling price

Valuation at cost less depreciation.

aghRrwpE

4.3.2 Depreciation of Agribusiness Assets

This refers to the loss of value of asset overtithés usually due to
obsolesce, (time), wear and tear as well as useeSissets lose value
with time, it is usually advisable to keep an antoahmoney in the
course of the lifespan of assets. This sum is tsedplace the asset at
the end of its lifespan. This is called proratihg triginal cost of the
asset over its useful life. For instance, with @eption, we are able to
estimate the amount of money to keep yearly, sbahtéhe end of the
life span of a tractor, we can get it replaced.

Methods of depreciation include:
Annual revaluation
Straight line

Declining balance

Sum of year digit

Let us in this unit treat jus the first two methods

Annual revaluation:

This method is based on the resale value of thet.dsss given by:
Depreciation= original price-resale price

Example: if the original price of an asset is baugH 991 is 3000 Naira
and the resale price in 2000 is 1,500 naira, tipeabation is
3000-1500=1,500.
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Straight line method: this method is based on the assumption that an
asset loses value uniformly in a constant manner s life span. It is
represented by

Dz? where D is depreciation, Pp is purchase pricés Salvage
value and n is the number of years.
Example: an asset of value 24,000 naira is expdotéast for 20 years
at the end of which the salvage value will be eqoad000. Calculate
the depreciation using the straight line method.

24000— 4000

Dep = 222222 =2 000.

This amount is discounted constantly from tiied the 18' year of the
asset.

Self -Assessment Exercise

1: What is depreciation of Agribusiness Assets?
2.State the assumption of the straight line metlddcalculating
depreciation.

4.4 Conclusion

Farm assets need to be evaluated: that is, thieieva@educed, and their
depreciation calculated. This is in order to beeabd know their
financial position per time so as to be guidedhe assessment of the
assets and financial position of the firm. The aatibn techniques may
also be useful when we want to dispose of asseisqurire new ones.

M4.5 Summary

In this unit, you have learnt:

o agribusiness assets need to be valued in ordendw khe asset
position of the firm or to be guided in some otldEcision
regarding the firm and assets,

o valuation methods include: valuation at marketeyri valuation
at cost, valuation by reproductive value.,

. depreciation as a means of taking note of loss alfies of
agribusiness assets,

. some depreciation methods of like annual revalanatistraight

line, and Declining balance.

.6 References/Further Readings/Web Resour ces

Olukosi, J.0. and P.O. Erhabor (1988). Introductitm Farm
Management Economics Principles and Applicatiorgitaf
Publishers Ltd. Samaru-Zaria.
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mzw Possible Answersto Self -Assessment Exercises.

Self -Assessment Exercise
1: What isdepreciation of Agribusiness Assets?

Answer :
This refers to the loss of value of asset overtithés usually due tg
obsolesce, (time), wear and tear as well as useeSissets lose vall
with time, it is usually advisable to keep an antoahmoney in the
course of the lifespan of assets. This sum is tsedplace the asset
the end of its lifespan.

ue

at

2. Straight line method: this method is based on the assumption that an

asset loses value uniformly in a constant manner @s life span. It is

represented by
D="2=2 where D is depreciation, Pp is purchase pricés Salvage

n
value and n is the number of years.
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MODULE 10 AGRIBUSINESSES MARKETING

MANAGEMENT
Unit 1 The Agribusiness Marketing System
Unit 2 Agribusiness  Marketing  Structure, Conduct dan
Performance
Unit 3 Agribusiness Marketing Margin Analysis
Unit 4 Price Determination in Agribusiness Marketi
Unit 5 Marketing Mix in Agribusiness

UNIT 1 THE AGRIBUSINESS MARKETING SYSTEM

Unit Structure

1.1 Introduction
1.2 Learning Outcomes
1.3 Main Content
1.3.1 Overview of Agribusiness Marketing
1.3.2 Sub-systems in Agribusiness Marketing
1.3.3 Agribusiness Marketing Functions
1.3.4 Agribusiness Marketing Approaches
1.3.5 Agribusiness Marketing Channels and Channels of
Distribution
1.4 Conclusion
1.5 Summary
1.6 References/Further Readings/Web Sources
1.7 Possible Answers to Self -Assessment Exercise

@1.1 Introduction

Hello students, | welcome you to Unit 1 of Modul@ af this Course
AEM509 Principles of Agricultural Business Managerdn the last
unit of Module 9, we learnt and noted that farmetsseed to be
evaluated: that is, their values deduced, and tlEpreciation
calculated. This is in order to be able to knowrthieancial position per
time so as to be guided in the assessment of thetsaand financial
position of the firm. The evaluation techniques rasp be useful when
we want to dispose of assets or acquire new ones.

In any environment, marketing links two main funas; production and
consumption. It involves activities such as assembltransporting,
sorting, cleaning, grading, storing, packing, pssieg, locating the
supplier and consumers, searching for outletsntimay, risk bearing,
grading and standardization, etc. It is establishbkdt, anytime,
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anywhere bargain is in process concerning goods sexlices,
marketing is taking place. Marketing is therefahes process by which
buyers and sellers, producers and consumers ofsgarudl services come
in contact with each other for business transactiunch contact can
take different forms; face-to-face, mail, e-malippe, telex, or fax.

@1.2 L ear ning Outcomes

By the end of this unit, you should be able to:

o What agribusiness marketing entails

o The 4 sub-systems in agribusiness marketing

o Various marketing activities

o Distribution channels for; basic, industrial andiegltural goods
213 MAIN CONTENT

1.3.1 Overview of Agribusiness Marketing

Key facts to be considered in agribusiness margedire:what, when,
where, how and whom. ‘What’ is noted in terms of the product or
produce. ‘When’ considered time utility, ‘Where’ iglace utility;
agricultural produce have to be taken from surplegion to scarce
region. Processing and product transformations aleer activities
rendered when the form of the produce is consideeethow’. In order
to take personality into consideration, ‘whom’ sliblbe seriously
considered. It is unarguable that consumers alwiagsre to buy goods
and services at the lowest possible price wheraaners and sellers
want to sell at highest possible cost, the variouss that are engaged
in doing the various marketing tasks are also @sed in the
profitability of their particular business operatibut the overall ruler
and coordinator of agribusiness marketing actisiiie a society is the
consumer .

The path that goods take from producer to finalscomer is called the
marketing channel. The type and complexity of the agribusiness
marketing channel varies with different commoditieBhe direct
marketing channel is very simple, from produceechy to consumer.
However, most agribusiness products undergo furffrecessing at
different levels of the marketing channel and pssugh many firms
before they reach the ultimate consumer. In tha fsupply industry, the
farmer is the consumer and the basic manufacturéarm supplies is
the producer. Farm supplies flow from the manufatto the farmer in
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much the same way and with the same marketingitmperformed as
in the marketing of agricultural products to consum
Self -Assessment Exercise

| 1: What is marketing channel? |

1.3.2 Sub-systemsin Agribusiness Marketing

Following Rosson (1974), agribusiness marketingesys consist of 4
main sub-systems; production, distribution, constionp and
regulatory. The key players in the chain of adigtthat connect food
and agriculture are the farmer, (or other ‘prodstceuch as fishermen),
intermediaries, the food processors, and the coasulm practice they
each see the agricultural/food marketing systerm feo perspective of
self-interest and these interests are sometimesrifiict.

The farmer's interest is focused on getting thet bewirn from his
produce, which usually equates to maximum price @miimited
guantities. Manufacturers want least cost, beslityyzroduce from the
farmer so that he can sell it at competitive, bofitable, prices. Traders
and retailers want high quality and reliable sugplifrom the
manufacturer or farmer, at the most competitivegei Consumers are
interested in obtaining high quality products at jorices.

Production/Processing sub-system;
farmers, herders, fishermen,

processors, et.c.

Regulatory sub-system;
national, state and local
governments

—)

Distribution sub-system; traders,
aggregators, wholesale markets,
retailers, et.c.

Consumption sub-system; consumers
(individuals and industries)

Figure 1: Agribusiness Marketing System
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1.3.3 Agribusiness Marketing Functions

Agribusiness marketing functions are the activitiperformed by
marketing system in relation to the features ofcadfural produce or
products enumerated above. It can also be defia@thwp activity that is
performed within or during the entire marketing @i®n. These
functions include assembling the products from awsi production
centres, processing the commodities in the formhihbe suitable for
consumption, and then making every arrangement & the
commodities distributed to the consumers. Thesetioms are necessary
for getting farm products to the consumers whery thant them and in
the form in which they are desired.

1.3.4 Agribusiness M arketing Approaches

Agribusiness marketing can be studied through theEenmon
categories: functional, institutional, and markeasture approaches.

Functional Approach/Marketing Services: in carryingt marketing
functions, a number of subsidiary or auxiliary sogmg services are
required. These include: the exchange functionsuging and selling -
buyers and sellers co-ordination; the physical fions of
transportation, storage, processing, and packagind;the facilitating
functions of grading and standardization, financingk bearing,
marketing research and the provision of marketrmétion. Buying and
selling mark the point at which prices are set &nadgisfer of title to
goods take place. Buying as a marketing functiommlires seeking out
the source of supply, assembling of products ahdradctivities related
to purchase, while selling involves all activitidsat are sale related.
Selling comprises of decision on proper unit oesaroper channel of
marketing, suitable packaging material, advertisgmand sales
promotion.

Institutional approach takes into considerationffedent agencies

involved in carrying out various marketing functormhese agencies or
market intermediaries can be categorized into firerchant middlemen
(wholesalers and retailers), agent middlemen (casion agents and
brokers), speculative middlemen, facilitative orgations, and

processors.

Market structure approach has to do with settingpumarket in terms
of the degree of concentration, degree of produfferdntiation,

integration and conduct. It refers to certain feaguof the market which
are believed to influence its nature of competitaord the process of
price formation. These characteristics include:e sand number of
buyers and sellers ensuring an adequate intenSipyice and quality
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competition; freedom of entry and exit; and adeesate of sellers so as
to encourage increased investment.

In analyzing market structure, three common marketlels are used;
perfectly competitive market, oligopolistic markatd the monopolistic
market.

1.3.5 Agribusiness Marketing Channels and Channels of
Distribution

The sequence of intermediaries or middlemen, andkets through

which goods pass enroute from producers to consiiseknown as

market channel. Channel of distribution can berdefias any series of
firms or individual who participate in the flow gfoods and services
from producer to final consumer. The role of dmition in agricultural

marketing cannot be over emphasized; for withoubdgo being

distributed it has no meaning to the consumers,teviea is produced
has to be consumed if the farm or firm wants toticore in operation.

Marketing channel may be simple or complex and they usually

commodity specific and region or country determined

a. Basic Channels Geometry

Distribution channels can have a number of lewgtzording to Kotler
(1991), the simplest level is that of direct contaith the end users
(consumers/customers) without any intermediarieso(zevel channel).
This can simply be regarded as the direct chanhdlstribution while
the other levels which feature intermediaries camdgarded as indirect
channels of distribution. The next level, ‘one Eebannel, features just
one intermediary (e.g. in consumer goods, a retaifel in industrial
goods, a distributor), members of the channel am@nufacturers,
intermediaries and customers or consumers. Spatyfithe channels of
distribution used for consumer goods are oftereckfiit from those used
for industrial goods. For instance, the sellingrmfustrial goods usually
involves manufacturers’ agents (regional rep. ohufacturers who sell
from samples or catalogues).

The number of intermediaries determines the chareetls and

channels describe a forward movement of produatkward channels
can also happen, for instance, the cases of regyofisolid wastes.
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Channel Geometry (Consumer Goods)
Manufacturer | Manufacturer I | Manufacturer Manufacturer

Wholesaler

v v
Retailer | [ Wholesaler |

L -

v

h 4 r

| Customer | I Customer |

a. Industrial Goods
In the same manner, the producers of industriatlga@an also decide to
use different channels to reach the target market

Manufacturers Manufacturers Manufacturers
I r
Distributors Agents
r
v
z Industrial customers
Industrial customers Industrial customers

b. Channel Geometry for Industrial Goods

Fulani Herdsman OR Cattle Herder

! U

Itinerant cattle buyers 4l> Intermediate cattle buyers

| Cattle dealers ]
| |

Local butchers Corned beef Dried beef
[ Agent buyers Dried beef

U wholesalers

Local butchers u
Hawkers and

v 1T /‘_ food sellers

| Customers N

| Marketing Channels for Beef in Nigeria; Source: Adegeye and Dittoh (2015) |
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In Nigeria, six classes of middlemen have been tiled in the

agricultural sector, some of them with overlappfogction. They are:
farm-gate middlemen, commissioned agent, non-cosiaris agent,
cooperative marketing agency, the wholesaler, haddtailer. The farm
gate middlemen or country buyers include itiner@mimers going on
foot from one farm to the other, and wholesale im&nts, who buy from
two or three markets and then assemble the prodieeh they now
transport to urban areas. Wholesalers have thréegmwups: the
wholesaler agent, the wholesaler transporter, badvholesaler retailer.
Together, they perform various marketing functiassoutlined earlier.
They rarely sell to consumers except where conssimeg industrial
users.

The retailers also have three sub-groups: the sadear stall retailer,
the itinerant retailer (hawker) and the farmerifteta

The commissioned agent, though an independent mmpem@oes not
normally take title from the commodities he hangdlesprovides contact
between the farm-gate middleman and wholesaler plays an

important role in the process of price formatioheThon-commissioned
agent, however, takes title to the commodity hedlesand provides
significant transportation and storage facilitidde may sell to a
wholesaler, retailer or even a consumer.

Self -Assessment Exercise
| 2: What is market structure approach?

1.4 Conclusion

Production cycle is not complete without marketirdgribusiness

marketing activities basically brings both sellarsl buyers/consumers
of agricultural produce and products together fasesof transaction. In
carrying out these activities, the place of subdesys and distribution
channels cannot be overemphasized.

70
1) 15 Summary

In this unit, you have learn:

the meaning of agribusiness marketing

the 4-sub systems in agribusiness marketing

basic agribusiness marketing functions and appexach
and distribution channels of products and services
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Ml.? Possible Answersto Self -Assessment Exercises

Answers:

Self -Assessment Exercise 1.

D

The path that goods take from producer to finalscomer is called the
marketing channel. The type and complexity of the agribusiness
marketing channel varies with different commoditieBhe direct
marketing channel is very simple, from produceedty to consumer.
However, most agribusiness products undergo furfirecessing at
different levels of the marketing channel and phssugh many firms
before they reach the ultimate consumer. In tha fsupply industry, the
farmer is the consumer and the basic manufacturérm supplies is
the producer. Farm supplies flow from the manufastto the farmer in
much the same way and with the same marketingitmeperformed a
in the marketing of agricultural products to consus

1%

[

Self -Assessment Exercise 2: What ismarket structure approach?

Answer:
Market structure approach has to do with settingpumarket in terms
of the degree of concentration, degree of produtferdntiation,
integration and conduct. It refers to certain feaguof the market which
are believed to influence its nature of competitaord the process of
price formation.
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UNIT 2 AGRIBUSINESS MARKETING STRUCTURE,
CONDUCT AND PERFORMANCE

Unit Structure

2.1 Introduction
2.2 Learning Outcomes
2.3 Main Content
2.3.1 Market Structure
2.3.2 Market Conduct
2.3.3 Market Performance
2.4 Conclusion
2.5 Summary
2.6 References/Further Readings/Web Sources
2.7 Possible Answers to Self -Assessment Exercise

@2.1 Introduction

Hello students, | welcome you to Unit 2 of Module af this Course
AEM509 Principles of Agricultural Business Managerdn the last
unit, we learnt and noted that production cycleas complete without
marketing. Agribusiness marketing activities babycdrings both
sellers and buyers/consumers of agricultural predaad products
together for ease of transaction. In carrying bese activities, the place
of sub-systems and distribution channels cannolvieeemphasized.

In the Structure-Conduct-Performance (SCP), maxaiduct is a
function of market structure and conduct determinemrket

performance. Specific actions by agribusiness fi{eg. price taking,
product differentiation, amongst others) involvesarket conduct.

Market structure has to do with the number of coiibges in the

agribusiness  market/industry,  similarity = or  othexsi of

produce/products, and the basis for entry and ewhile the

performance aspect of agribusiness marketing camadsessed using
efficiency indicators and profitability. Understang of SCP is critical

in assessing the behaviour of agribusiness markeds the roles of
various actors or stakeholders in the industry.

@2.2 L earning Outcomes

In this unit, you will understand:

. Agribusiness marketing activities and the assodiatests
o Marketing margin
. Calculation of marketing margin
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. Relevance of marketing margin in agribusiness nimge
management

i} 2.3 Main Content

2.3.1 Market Structure

Market structure refers to those organizational rattaristics of a
market that exercise strategic control on the matfrcompetition and
behavior within the markets. Market structure atefers to certain
features of the market which are believed to infheeits nature of
competition and the process of price formatioris limportant because
the structure determine the quality of the firnfasm’s performance.

The main elements that make up market structurasfellows:

1. Product differentiation i.e. characterized by siibtgs product

2. Buyer and seller concentration per given geograbhacea or
industry

Barrier to entry of new firms (complimentary protkic

Growth rate of market demand

Price elasticity of market demand

Ratio of fixed to variable costs in the short-run

Market channel

NOo o kW

In analyzing market structure, the following thema market models
are often used:

a. Perfect Competition

A state of perfect competition exists when the retrgrice of a

commodity is established by forces beyond the obmirthe individual

economic agents in the market. That is, the maagents (sellers and
buyers) of the commodity are price takers. Theuiest of a perfect
competitive market include; many sellers and buydrsmogenous
commodity, absence of artificial restraints, freehitity of resources,

and perfect knowledge.

b. Monopoly

This is a market structure in which there is ggkanfirm or producer
selling a product for which there is no close sii®. It may take the
form of a sole supplier, a unified business orgaion or separately
controlled firm (e.g. former Nigerian marketing bdgawhich combine
to market their product.

A monopolistic has the power to determine eithéitlia price at which
he sells his product, (b) the quantity he wishessétl. He cannot
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determine both the price and quantity simultangohstause he cannot
control demand. For instance, if he takes the dufiggision, the price
decision is left to be settled by the demand ferghoduct.

C. Monopolistic Competition

This is market structure characterized by numefoos selling similar
but differentiated products, with much effort deawtto non-price
competition such as product quality. It is very iam to pure
competition except that the product is not homogsnobut
differentiated.

d. Oligopoly

This is a market with a few firms producing diffeteted products and
where the action of one firm has a perceptibleugsriice upon his rival.
Two types are common; perfect oligopoly (sellersdoice homogenous
products), and imperfect oligopoly (sellers/firmsguce similar but
differentiated products).

e. M easures of Market Structure

The main elements that make up market structuladecconcentration

ratio/product differentiation, barrier to entry amérket channel.

I. Concentration is one variable of market structuvkich affects
the behavior of firm participating in the marketor€entration
ratio is used to take account of both the numbet aize
distribution of firms in the market: it measures textent to
which the larger sellers control the bulk of thdustry's sale. To
compute a concentration ratio, firms are rankedrater of size,
starting from the largest in the industry. Sizeissially measured
in terms of sales.

CR=N+m+mk+ s n/N; n = sales for each firm
and N = total sales of the firms in the industry.

Herfindachi Index (HI) is usually used to measuoaaentration. It is
computed as:

HIE = S%+ S2 oo, + S?i.e. the index is calculated
by squaring the % market share of each firm inntlaeket and summing
these numbers.

Where $(market share of firm i) is denoted by:=Sg/q.
Rem, qis the output (sales) of firm i. The total outpdthe firms (q) is
given as:

=ttt t . . Oh

The Herrfindahl index (HHI) tells us how concengégitthe firm or
industry is. When the firm is not concentrated, tthe. uneven

209



AEM509 PRINCIPLES OF AGRICULTURAL BUSINESSMANAGEMENT

distribution of market shares, there is situatidnstoucturally perfect

completion. We therefore have:

1. Extremely high concentration — when the largestr fditms
accounted for 75% or more of the market share.

2. Highly concentrated, 50 — 74%

3. Moderately concentrated, 25 — 49%

4 Relatively low concentrated, less than 25%

il. Product differentiation

Product differentiation is intended to distinguidie product of one
producer from other producers in the industry. T¢as be real, when
the inherent characteristics of the products afeerdnt, or fancied,
when the products are essentially the same, yetctiresumer is
persuaded, via advertising or other selling adéisjtthat the products
are different. Real differentiation exists whenréhare differences in the
specification of the products of differences in faetor inputs, or the
location of the firm. Fancied differentiation iga&slished by advertising
difference in packaging, design or simply by brawadne. Whatever the
case, the prime aim of product differentiation asmake the products
unique in the mind of the consumer.

The effects of product differentiation are thatgwcer has discretion in
the determination of the price, the producer isaptice-taker with little
element of monopolistic power, and keen competitioh closed
substitutes offered by other firms. Product diffgration also provides
the rationale of selling expenses. The main meahsproduct
differentiation are: product changes, advertisang salesmanship.

Branding

Product is anything which meets the needs of coessin'When several

firms are offering different rival products, theylhwant to identify and

distinguish their particular offering. This is aIBranding. A positive

or successful brand has name, symbol, design, e scombination

which identifies the products of a particular ongation as having a

sustainable differential advantage. Sustainablensiea advantage that

is not easily copied by competitors, i.e. the besmbarriers to entry.

E.g. of successful brand names- Dangote, LevehBref etc.

f. How to sustain branding:

- facilitating and making more effective, the consumehoice
process

- quality is number one:- perceived quality is thesmionportant
determinant of brand strength. Quality generatdn mmargins in
two (a) quality boost market shares (b) it creadé@ferential
advantage

- build superior service
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- get there first:-pioneering brands earned more tbae-third
higher returns on investment than late entrantee Fvays of
getting there first are: new technology exploitafionew
positioning concept, new distribution channels, navarket
segments, and exploiting gaps created by suddemoemental
changes.

- Look for differentiation

iii. Barriers to Entry
Bain (1956) introduced the concept of conditiorenfry, which
he defined as the margin by which establishedctus raise their
price above the competitive price level persistentlithout
attracting entry.

Symbolically we have

E=R-F
R

Where E = ‘condition of entry’; P = Limit Price; R =
Competitive price i.e. price under pure competitiothe long-run

The condition of entry ‘E’ is the premium accruitg the established

firms in an industry from charging a price,, fhigher than the pure
competitive price, § without attracting entry. An important determihan
of the barriers to entry is the lag of entry — timee required for a new
firm to be established. The longer the lag, the the threat of entry and
hence the greater the gap between theamd R. The lag of entry

depends on: product — differentiation barrier, dltsocost advantage,
economies of scale, and large initial capital rezaent.

2.3.2 Marketing Conduct

Marketing conduct involves certain behaviour of flien in changing
prices, output, product characteristics, sellingoemses and research
expenditures. Conduct links an industry’s structioréhe quality of its
performance, in fact; market performance is outueatson of the results
of firms’ behavior. Market conduct consists of arfis policies toward
its product market and toward the moves made byivas in that
market.

A market basically functions to determine the poéa product and the
guantity which people choose to buy. It also séts quality of the
product, its style or the range of styles offeraal] the type and amount
of advertising and other such lures, which the fiuse to attract
customers. These action and reaction constitut&ehaonduct.
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a. Conduct Under Pure Competition

Because of the structural characteristics of thekatathe firm cannot
easily change their behavior either on price odpot or even rivals in
the market. The absence of product differentiatreans that the firms
have no choice to make about the design or styits product.

b. Conduct Under Pure Monopoly

One particular combination of price and output nsaltee seller have
maximum profit and any little adjustment eithersizes or colours in
which the product comes is an added advantage. mbeopolist
responds only to general economic currents, nothé challenge of
some particular business rivals. He can decidebgélf whether or not
to be a profit maximize. He may settle for lessefipor turn to other
goals e.g. increasing size of the firm or his owrmsfige in the
community. He can simply take it easy and not puthie hard work
necessary to stay optimally efficient.

C. Conduct Under Oligopoly

The essence of oligopoly is that firms are few gioto recognize the
impact of their action on their rivals and thustbe market as a whole.
When one firm cuts its price, it considers the pokty that sales
snatched from its rivals may cause them to cut étes too.

In another view, oligopoly may recognize their mékependence in the
market and decide to cooperate with one anothethaue may be little
fault such as: no agreement on principle; no ages¢ron details; and
no adherence to agreement.

Market conduct also involves (1). Pricing practisglsich encourage
grading and standardization of agricultural comrtiedi(2). Uniformity
of market charges (3). Pricing practices free dfusion and unfair or
exclusionary tactics as well ddack marketing. (4). Pricing policies
which encourage product quality improvement andatgre consumer
satisfaction.

d. Market Segmentation

Market segmentation is the identification of pamSoof the market that
are different from one another. Segmentation alltivesfirm to better
the needs of its potential customers. The purpaseségmenting a
market is to allow your marketing/sales progranioiwcus on the subset
of prospects that are “most likely” to purchase ryoifering. If done
properly, this will help to ensure the highest retufor your
marketing/sales expenditures.

Mass marketing refers to treatment of a market hsmogenous group
and offering the same marketing mix to all custsn@&arget marketing
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on the other hand recognizes the diversity of custs and does not try
to please all of them with the same offering. Thet fstep in target
marketing is to identify market segment and therdas.

e. Requirement of Market Segment

In addition to having different needs, for segmentbe practical they

should be evaluated against the following criteria:

- Identifiable: the differentiating attributes of teegments must be
measurable so that they can be identified.

- Accessible: the segments must be reachable through
communication and distribution channels.

- Substantial: the segments should be sufficientlgdao justify
the resources required to target them.

- Unique needs: to justify separate offerings, thgnsnts must
respond differently to the different marketing nmaxe

- Durable: the segments should be relatively stablaihimize the
cost of frequent changes.

A good market segmentation will result in segmemmhbers that are
internally homogenous and extremely heterogenetbias;is, as similar
as possible within the segment, and as differemiogsible between the
segments.

f. Basesfor Market Segmentation

1. In Consumer M arket

i Geographic Segmentation: e.g. of geographic variables often
used in segmentation include;

- Region: by continent, country, state or even neighborhood

- Size of the metropolitan area: segmented according to
population size

- Population density: often classified as urban or rural

- Climate: according to weather patterns common to certain
geographic regions

ii. Demographic Segmentation: some demographic segmentation
variables include: age, gender, family size, fanlifgcycles,
household income, occupation, education, ethnicigjonality,
region, social class etc. many of these variabkege hstandard
categories of their values.

iii.  Psychographic Segmentation: PS group customers according to
their lifestyle. Activities, interests, and opin®(AIO) survey are
methods for measuring lifestyle. Some psychographaiiables
include: activities, interest, opinions, attitudesl values

iv.  Behavioralistic Segmentation: this is based on actual customer
behavior toward products. Some of the behavioralisriables
include: benefit sought, usage rate, brand loyalisgers status
(potential, first-time, regular etc), readiness ltoy, occasions
(holidays and events that stimulate purchases).a®etulistic
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segmentation has the advantage of using varidideste closely
related to the product itself. It is a fairly ditestarting point for
market segmentation.

In Industrial Market

i Location: in industrial markets, consumers’ location is impat
in some cases. Shipping cost may be a purchase factvendor
selection for products having a high bulk to valadio; so
distance from the vendor may be critical. In somdustries,
firms tend to cluster together geographically aneréfore may
have similar needs within a region.

ii. Company type: business customers can be classified according
to type as follows: company size, industry, decisioaking unit,
and purchase criteria.

iii. Behavioural characteristics: in industrial markets, patterns of
purchase behavior can be a basis for segment&imin behavior
characteristics may include: usage rate, buyintustépotential,
first-time, regular etc), purchase procedure (skaleids,
negotiations etc).

Self -Assessment Exercise
| 1:What is marketing condur

2.3.3 Market Performance

Marketing performance is the composite end resuthe assessment of
how well, process of marketing is carried out amdvisuccessful its
aims are accomplished. Put differently, it is tle®remic result that
flows from operation of an industry as an aggregétirms. Marketing
performance is concerned with technological pragjvesess, growth
orientation of agricultural firms’ efficiency of seurces use, product
improvement and maximum market service at the lgassible cost.

Self -Assessment Exercise
| 2: List the main elements that make up market sire: |

2.4 Conclusion

SCP describes how agribusiness markets behaveshandifferences
between them. The environment of agribusiness nmitkas influence
on the market structure which in turn propels penfance and this
performance can be assessed through margin analysis

19

2.5 Summary

In this unit, you have been introduced to:
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the paradigm in SCP

meaning and application of market structure
implication of market conduct

and market performance
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MZ.? Possible Answersto Self -Assessment Exercises.

Answers:

Self -Assessment Exercise 1:

Marketing conduct involves certain behaviour of the firm in chang
prices, output, product characteristics, sellingpemses and resear
expenditures. Conduct links an industry’s structioréghe quality of itS
performance, in fact; market performance is outweatioon of the result
of firms’ behavior. Market conduct consists of arfis policies toward
its product market and toward the moves made byivis in that
market.

Self -Assessment Exercise
2: List the main elementsthat make up market structure.

Answer:

1. Product differentiation i.e. characterized by siibts product

2. Buyer and seller concentration per given geograbhécea of
industry

Barrier to entry of new firms (complimentary protkic

Growth rate of market demand

Price elasticity of market demand

Ratio of fixed to variable costs in the short-run

Market channel

N o kW

ng
ch

%2
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UNIT 3 AGRIBUSINESSMARKETING MARGIN ANALYSIS
Unit Structure

3.1 Introduction
3.2 Learning Outcomes
3.3 Main Content
3.3.1Marketing Costs
3.3.2Margin Analysis
3.4 Conclusion
3.5 Summary
3.6 References/Further Readings/Web Sources
3.7 Possible Answers to Self -Assessment Exercise

@3.1 Introduction

Hello students, | welcome you to Unit 3 of Modulé af this Course
AEM509 Principles of Agricultural Business Managerdn the last

unit, we learnt and noted that structure, conduadt @erformance (SCP)
describes how agribusiness markets behaves anddifferences

between them. The environment of agribusiness neatkas influence
on the market structure which in turn propels penfance and this
performance can be assessed through margin analysis

Agribusiness activities involves costs to be inedrrand expected
revenue. Costs are crucial in determining the tability of an
agribusiness firm and the margin. Each agribusinastvity is
associated with a cost; for instance, advertisiogf,dabour cost, rental
cost, among others.

@3.2 L ear ning Outcomes

By the end of this unit, you should be able to:

. Agribusiness marketing activities and the assodiatests
. Marketing margin analysis and examples.

ik 3.3 Main Content

3.3.1 Marketing Costs

Marketing costs are incurred when commodities miowen the farm to
the final market, whether they are moved by farmarsermediaries,
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cooperatives, marketing boards, wholesalers, eztadr exporters. With
increased urbanization and industrialization, miamke costs tend to
increase relatively to the farm gate price receiggdhe farmer, i.e. the
product moves greater distances, through moreneeiaries and is
more sophisticated in its packaging. Marketing €asin also reflect the
state of a country's development in that as stasdaf living increase,
smaller proportions of income are expended on maayxts of the farm
and greater proportions are spent on additionalimupdoved marketing
services. Increasing the value added means, amthey things, that
more people in developed countries are involved niarketing
agricultural products than in producing them.

Marketing costs include labour, handling, transpgmioduct losses,
storage costs, processing costs, capital costkagang, containers, rent,
utilities (water and energy), advertising, selliexgpenses, depreciation
allowances and interest charges. Marketing costg fram commodity
to commodity and product to product. There are rdviactors that
individually or collectively account for these difences. These include:

o the more waste the greater the proportion of custem
expenditure which goes on marketing costs

o the more perishable the product the greater th&etiag costs

o the more processing of the commodity the greatemtlarketing
costs

o the greater the amount of produce handling andp@mation the
greater the marketing costs.

3.3.2 Margin Analysis

Marketing margin can be defined as a price of ctiben of marketing

services demanded by consumers and supplied byithéiemen. It is

also the cost of marketing activities involved ioyision of marketing
services. Marketing margin is the difference betwtee price received
by the producers and the price paid by the conssinidre services of
the various agents in a marketing channel are dmdaout of the
margin. If the analysis indicates the exploitatidoy market

intermediaries in terms of excessive margins, ipfi@olicy makers to
bring in some changes in the marketing system hBeds it may, high
margins can often be fully justified by the costesdlved; this is

perhaps, an indication that high margin do not ssaely imply

exploitation in some cases. The size of marketiaggn on the various
agricultural products is influenced by the follogin

. amount of processing involved

the unit value of the product

the quantity of the product

the perishability of the product
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There are two presentation of marketing margin yTdre:
Percentage margin
This relates cost of marketing and production pawicular time.

Mm X 100
Retail price
Nominal Margin (Cash Margin)
Co— B =Mm

Where G = consumer price or retail price
P, = producers price of farm gate price
Mm = Marketing margins

Self -Assessment Exercise

1: What is marketing margin?
2.Describe the components of the marketing costs.

3.4 Conclusion

Estimation of the marketing margin helps us to knibve degree of
efficiency of the marketing system. The value ofrketing margin (in
%) can be high or low; if the former, it can bedise argue that farmers
or consumers are being exploited.

MB.S Summary

In this unit, you have learnt the following:

examples of agribusiness marketing activities
meaning of marketing margin

steps in calculating marketing margin
relevance of marketing margin in agribusiness
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MBJ Possible Answer sto Self -Assessment Exer cises

Self -Assessment Exercise
1: What is marketing margin?

Answer:

Marketing margin can be defined as a price of ctibe of marketing
services demanded by consumers and supplied bmidhdlemen. It is
also the cost of marketing activities involved ioyision of marketing
services. Marketing margin is the difference betwte price receive
by the producers and the price paid by the conssimer

2. Marketing costs include labour, handling, transport, product Igs
storage costs, processing costs, capital costkagang, containers, ren
utilities (water and energy), advertising, selliexpenses, depreciatic
allowances and interest charges. Marketing costg fram commodity

5e
t,
N

to commodity and product to product.
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UNIT 4 PRICE DETERMINATION IN AGRIBUSINESS
MARKETING

Unit Structure

4.1 Introduction
4.2 Learning Outcomes
4.3 Main Content
4.3.1 Price Decision and Determination
4.3.2 Price Instability
4.4 Conclusion
4.5 Summary
4.6 References/Further Readings/Web Sources
4.7 Possible Answers to Self -Assessment Exercise

@4.1I ntroduction

Hello students, | welcome you to Unit 4 of Modulé af this Course
AEM509 Principles of Agricultural Business Managerdn the last
unit, we learnt and noted that estimation of thek®at@ng margin helps
us to know the degree of efficiency of the markgtaystem. The value
of marketing margin (in %) can be high or low; hetformer, it can be
used to argue that farmers or consumers are bgpigied.

Price is the regulator of the economic system bezauinfluences the
prices paid for all factors of production and tHeation of these
factors.

It influences the wages paid to workers, the refitra pays and the
profit a firm makes. The market demand of an itsmdependent on the
price of the product. The price of a product alfflecas the marketing
program of a firm.

@4.2 L ear ning Outcomes
By the end of this unit, you should be able to:

Meaning of price

How to make decision on agribusiness price

Price determination in agribusiness

Meaning of price instability and steps to calculgtiprice
instability in agribusiness
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4.3 Main Content
4.3.1 PriceDecisonsand Deter mination

According to Stanton (1981) price can be definedthess amount of
money (plus possibly some goods) which is needechdguire in
exchange for some combined assortment of a produxt its
accompanying services. Succinctly, price is theharge value of a
product.

Agribusiness price is made possible in two ways:
Price impacts revenue as component of the reveRyeduation (R =
price X quantity sold)

The price level affects the quantity sold, throutgheffect of demand
relationships for the product or service.

These two situation can give rise to some compdingt lower prices

produce less income per unit sold, but usually gerean increase in
guantity sold (sales volume). Consequently, in@dasales mean that
fixed costs are spread over more units; therefogeunit costs may be
reduced, at least to a point. The net result id grewing decisions

become a real challenge to agribusiness managers.

A firm may determine the price of its product inveel ways: cost
pricing, return on investment (ROI) pricing, compe¢ pricing,

contribution-to-overhead (CTO) pricing, penetratjoncing, skimming
the market, discount pricing, loss-leader pricipgychological pricing,
and prestige pricing.

Cost pricing: cost-based pricing, or cost plus pricing, israge way of

determining price by adding a constant margin ® liasic cost of the
product or service. This margin is intended to coweerhead and
marketing or handling costs, and leave a profitisTihethod of price
determination is common, especially for the ratgilof large numbers
of products.

ROI pricing: ROI pricing is similar to the cost-plus pricinas it also
begin with the product price, but rather than agdimed or overhead
costs, this method adds an amount sufficient to aapecified ROI. For
example, an agribusiness firm calculates how mucfitpill be needed
to earn 10 percent ROI. Then, assuming a reasorsabds volume, it
estimates costs and calculates the total reveratenthst be generated.
Finally, the total revenue is divided by the estiedasales to suggest the
necessary percentage that the product must be chapke
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Competitive pricing: competitive pricing method base price on
competitors’ prices. This method simply sets patehe “going rate”,
according to some general or common average, mwdahe lead of a
competitor. In this method, the price must not gsvae the same as
competitors’ price; a price may be strategicallidresbove or below that
of competitors.

CTO pricing: this is a method that encourages extra sales tingel
additional product above and beyond sales projectad some price
slightly greater than the additional out-of-pockests of handling the
product. This method of pricing is also called nwaagycost pricing; it

ignores the fair share of the overhead cost thatdcbe borne by the
additional product.

Penetration pricing: this pricing strategies consist of offering a produ

at a low price in order to get a great deal of expe to gain wide

acceptance speedily. These strategies are mostty tosintroduce new

products into a market, particularly price-respgagroducts that must
sell in large volume to reduce costs. After theassary acceptance by
consumers, the price of such product may be grbdrased to a more

profitable level.

Skimming the market: skimming the market is almost the opposite of
penetration pricing. Skimming involves introduciagoroduct at a high
price for more affluent customers. Then, as tHatireely limited market
becomes saturated, the price is gradually lowdredging the product
into range for less affluent customers.

Discount pricing: Discount pricing offers customers a reduction from
the published or list price for some specified oeds). The volume
discount are common among agribusinesses. Theipopar is to
encourage larger purchases, which reduce per osis@nd promote
more sales.

Price Flexibility: price flexibility implies the willingness of theeller to
cut price to hold a market share. Under this polacgeller may decide
whether to adopt a one-price policy or a variablegoin the market.

A one price policy is when the firm charges the saprice to all

customers or allowing the same discount. This syssecommonly used
in the chain stores, Department shops. Put differ,em one-price policy
consists of offering like goods for sale at a givieme at one price to all
similar buyers who purchase in similar comparablangities.
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The advantages of this policy are: it builds custoroonfidence in a
seller; weak bargainers need not feel that they areompetitive
disadvantage; and it saves the time of the salesarah reduces

haggling.

A variable price policy is used when a companyssgiinilar quantities
to similar buyers at different prices. Under thigligy the price is

usually set as a result of bargaining. In termsneftit, the seller may
want to give a buyer a better deal because th@mestshows promise
of becoming a large-scale buyer in the future. Hewe the policy

generates ill-will when the word gets around tl@he buyers acquired
the product at lower prices.

Cash and Quantity Discounts Policies: cash discount is a deduction
granted to buyers for paying their bills within@esified period of time.
A typical example would be “2/10,net 30", which meathat the
payment is due within thirty days but the buyer daduct 2% from the
cost by paying the bill within ten days. Three edens are present in
cash discounts; percentage deduction, time periogagment to be
eligible for the discount, and the number of dafgsravhich the bill is
overdue.

A quantity discount is an offer of a price redustim buyers who buy
larger volumes. In quantity discount, the pricel wéry according to the
quantity bought on the basis that transport cakhiaistration and so on
will be proportionally higher and smaller delivexighat on large ones.
Advantages of quantity discounts are: tie custonvery closely to a
seller; help the seller to encourage a customdoup fresh supplies
frequently so that merchandise will not grow stalend help
manufacturer effect real economies in productiod aalling. This is
because large orders can result in the cover égsbduction.

4.3.2 Pricelnstability

Literally, price instability implies unstable pricdlohammed (2015)
defined price instability as the state in which tréces continue to
change over time and space. Fluctuations in pracesassociated with
varying length of time as a result of various fastoThe length of
fluctuation could be cyclical variations (long-terprice variations),
seasonal variations (short-term price variatioag random variations
(irregular variations).

Variations in agricultural prices can be measursohgi graphical and

guantitative approach. Quantitatively, statistitabls such as range,
standard deviation and coefficient of variation aseally applicable.
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Coefficient of Variation (CV) = — +100

Mean of Price variable

Where SD = Standard Deviation & Vvariance

Variance= 3%, (pi-p )/n-1
Decision: the greater the coefficient of variation (CV)etgreater is the

price instability. The CV of price above 5% impligeat instability and
calls for price stabilization measures.

The formula above is applicable under static comwlitPrice instability
in the situation of rising trend (long-term pricestability index) is
computed as:

= (1-R)x100

Where; | = the dynamic price instability index? R coefficient of
multiple determination.

The calculated price index is usually called dyrmamiice instability
index because it is estimated over time.

Some salient causes of high level of price inéitglamong agricultural
produce/products are:

i. Divergence in planned output and actual yield

ii. Speculative activities of middlemen

iii. Changes in demand and supply

iv. Seasonality in production and marketing

Self -Assessment Exercise

1: Differentiate between penetration pricing anstdunt pricing.
2.State the tools for measuring market instability.

4.4 Conclusion

Pricing is critical marketing decision becausetsfmfluence on revenue
obtained. Agribusiness firms’ price differs frondiwidual to individual
and the decision to adopt certain pricing princiggeinfluenced by
certain factors.
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4.5 Summary

In this unit, you have been introduced to:

. Agribusiness price
o Ways of determining agribusiness price
. How to calculate price instability
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mzl] Possible Answersto Self -Assessment Exercises.

Self -Assessment Exercise
1: Differentiate between penetration pricing and discount pricing.
Answer :

Penetration pricing: this pricing strategies consist of offering a prod

at a low price in order to get a great deal of expe to gain wide
acceptance speedily. These strategies are mosity tosintroduce new
products into a market, particularly price-respwagroducts that mus

sell in large volume to reduce costs. After theassary acceptance |
consumers, the price of such product may be gridrased to a mors
profitable level.

Discount pricing: Discount pricing offers customers a reduction fr

the published or list price for some specified oeds). The volume

discount are common among agribusinesses. Theipopar is to
encourage larger purchases, which reduce per osts @and promot
more sales.

2. Variations in agricultural prices can be measured usit
graphical and quantitative approach. Quantitativetigtistical tools suc
as range, standard deviation and coefficient ofatian are usually
applicable.

=
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UNIT 5 MARKETING MIX IN AGRIBUSINESS
Unit Structure

5.1 Introduction
5.2  Learning Outcomes
5.3 Main Content
5.3.1 The Product
5.3.2 Agribusiness Product Lifecycle
5.4 Conclusion
5.5 Summary
5.6 References/Further Readings/Web Sources
5.7 Possible Answers to Self -Assessment Exercises

@5.1 Introduction

Hello students, | welcome you to Unit 5 of Module af this Course
AEM509 Principles of Agricultural Business Managerdn the last
unit, we learnt and noted that pricing is criticabrketing decision
because of its influence on revenue obtained. Agiitess firms’ price
differs from individual to individual and the deiois to adopt certain
pricing principle is influenced by certain factors.

Understanding the marketing mix is important inilagsiness marketing
management. It treats the major agribusiness magkéactors which

include; Product, Place, Promotion, and Price. @ptually, marketing

mix is defined as the set of controllable, tactizarketing variables that
the firm pulls together to produce the responseahts in the target
market. It consist of everything the firm can dartbuence the demand
for its product.

@5.2 L ear ning Outcomes

By the end of this unit, you should be able to:

o The 4 Ps of agribusiness marketing
o Agribusiness product type
o Four stages of agribusiness product.
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|

1 5.3 Main Content

5.3.1 TheProduct

Products are goods, services, ideas, people, placesorganisations
with acceptable value that are offered for exchadgproduct can also
be defined as the bundle of benefits or satisfaatifered to a customer
for mutual benefit. The key components of a produet the product
itself, the product name (brand), the packagingl Brand properties
(colours, composition, et.c).

The main product has three levels as shown below:

Potential
Product

/\
_| |_
Aug“lented

Product
||

Basic Product

%

Core Product

The core product is the benefit of the product thakes it valuable to a
consumer. It is not the tangible, physical proddéte basic or actual
product is the tangible, physical product and yan get some use out of
it. The augmented product is the non-physical phthe product which
usually consists of lots of added value, for whyclu may or may not
pay a premium. Finally, the potential product cetssof all the possible
augmentation and transformation the product mighdeugo in the
future.

a. Product Types

There are several types of products; but in agni@ss marketing, the
focus is on three key categories: consumer prodimdsistrial goods,
and services.

Consumer products are goods means for direct consumption by the

buyer. This category can further be divided intonwenience products,
shopping goods, specialty goods, and unsought goGdavenience
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products are goods and services that consumers twamiurchase
frequently, immediately, and with minimal efforhe sales of this type
of products depends on brand names and prices.ed@nce products
can be; staples, impulse, and emergency items. [Hram of
convenience products in agribusiness include snduoksad, milk, et.c.
Shopping goods on the other hand costs more thareogence products
and consumers usually buy them only after compasorgpeting stores
on such characteristics as price, quality, stytel eolour. Examples of
shopping goods in agribusiness are forestry pradsieth as furniture;
animal products such as clothing and shoes. Spe@abducts offer
unique characteristics that cause buyers to phiaset particular brands.
These products typically carry high prices, and ynepresent well-
known brands. A product that is unknown to the lbuye a known
product that is not actively sought for is an urgddu product.
Consumers do not seek out for these products tinetyl are made aware
of or need the products.

Industrial goods are goods meant for the production of other goods
either by repackaging or reprocessing. Some of ethgeods in
agribusiness include; raw materials, semi-procesgeds, and
consumables. Raw materials are farm products sscheaf, cotton,
eggs, milk, poultry, and soya beans, among othEigy also include
natural resources such as coal, copper, iron acejumber.

Services are intangible services offered to the customet pablic.
They are usually made tangible with physical goanids items.

5.3.2 Agribusiness Product Life Cycle

An agribusiness product life cycle is based upoa Wiological life
cycle. For instance, a seed is planted (introdogfig begins to sprout
(growth); it shoots out leaves and puts down rastd becomes an adult
(maturity); after a long period as an adult thenplaegins to shrink and
die out (decline). After a period of developmentnew product is
introduced or launched into the market; it gainsren@and more
customers as it grows, eventually the market srasiland the product
becomes mature; then after a period of time theybis overtaken by
development and the introduction of superior comprt it goes into
decline and is eventually withdrawn.

The introduction stage generally covers the stages of product
development till the product is introduced into tinarket. The initial
stages are long but once the product picks umdsdo grow quickly.

At this stage, the product is promoted to creataraness.
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If the product has no or few competitors, a skimgnprice strategy is
employed.

At the growth stage, the product is getting known and it tendgréav
rapidly. Competitors are attracted into the mankéh very similar
offerings. At this stage, products become moreitaioie and firms form
alliances, joint ventures and take over each other.

At the maturity stage the product has defined pattern and disdernib
presence with loyal customers and defined charofetistribution. At
this stage, competition tends to be keen and Maragetion and
inaction may determine the future of the produairidg this stage, it is
expected that sales grow a decreasing rate andsthbiizes. At this
point, the market reaches saturation and produoens begin to leave
the market due to poor margins.

During the decline stage, there is a downturn in the market; more
innovative products are introduced or consumeesakave changed. At
this stage, there is intense price-cutting and maoye products are
withdrawn from the market.

Self -Assessment Exercise

1: What do you understand by consumer products?
2.What happens at the maturity stage?

5.4 Conclusion

Agribusiness firms adopts strategies or actionprtonote their brands
or products. This strategic move is intended tdifig out the right mix
or combination of product, price, promotion, andga for efficiency
and improved profitability.

5.5 Summary

In this unit, you have been able to learn:

what marketing mix entails

the role of marketing mix in agribusiness marketimagnagement
product types and product lifecycle

stages to product development
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MSJ Possible Answersto Self -Assessment Exercises.

Self -Assessment Exercise
1: What do you understand by consumer products?
Answer :

Consumer products are goods means for direct consumption by
buyer. This category can further be divided intonwenience products

shopping goods, specialty goods, and unsought goGdevenience
products are goods and services that consumers twamiurchase

frequently, immediately, and with minimal efforhe sales of this typ
of products depends on brand names and prices.e@@nce product
can be; staples, impulse, and emergency items. peam of
convenience products in agribusiness include snackad, milk, et.c.

2. At thematurity stage the product has defined pattern and discern
presence with loyal customers and defined charofetsstribution. At
this stage, competition tends to be keen and Maragetion and
inaction may determine the future of the produciribg this stage, it i
expected that sales grow a decreasing rate andsthbilizes. At this
point, the market reaches saturation and produoens begin to leav

ible

"2

D

the market due to poor margins.
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