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Introduction

The course ENT 326: Agro Business Management ienaester two-
credit unit course which will assist students ipragiating the role of
agriculture and agro business activities in Nigeria

Course Contents

Rural environment, the concept of rural developmegnbwth models
and rural development, rural development stratedgeslership in rural
development, resources and rural development, catpe formation
and management to enhance rural development, stwaaige in rural
development, rural education and rural developmientn unions and
community development, government community codparatowards
rural welfare development programmes, conflicts olkggons at
community level and rural development, women imakrutevelopment
and rural development and personnel administration.

Course Aims

This course is geared towards equipping you with Hasic tools,
knowledge and necessary strategies in managing dmsiness
operations.

Objectives

On the successful completion of this course, ydubeiable to:
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3 gives an overview of agro business,

4 how to manage it effectively,

5 understand the peculiar nature of agro bagsinactivities in
Nigeria and

6 know the basic strategies in managing agro busiaesaties.

Course Materials

Course Guide
Study Units
Textbooks
Assignment Guide

Study Units

There are fifteen (15) units in this coumsbich should be studied
carefully:

Module 1

Unit 1 The concept of Agriculture

Unit 2 The concept of Business

Unit 3 The concept of Agribusiness

Unit 4 The concept of Agrobusiness

Unit 5 Steps involved in establishing AgrobusinEsserprises

Module 2

Unit 1 Forms of Agrobusiness Enterprises

Unit 2 Sources of Finance for Agrobusiness Entegxi

Unit 3 The concept of Management

Unit 4 Planning in Agrobusiness Organisations

Unit 5 Staffing as Management Function in Agrobasi

Module 3

Unit 1 Management function of Controlling in Agrcatiness

Unit 2 Coordinating as a Management function in dkgrsiness
Enterprises

Unit 3 Financial Analysis in Agrobusiness Enterpsis

Unit 4 Budgets and Budget Control for Agrobusingésgerprises

Unit 5 Marketing of Agrobusiness Product



ENT 326 AGRO-BUSINESS MANAGEMENT

Each study unit, made up of the introduction, dfjes, main content,
exercises (for self assessment), conclusion, sugmator-marked
assignments questions, and references and furteling; will take at
least two hours. You are expected to study thesnads carefully and
attempt the exercises. You are also expectewmnguit the textbooks
under reference and for further readings for add#i information.
Practice the tutor-marked assignment questionsedls w

Assessment
The assessment for this course will be in two parts

a) Continuous assessment using the tutor-markedgnassnt
questions (TMAQ)
b)  Written examination of three (3) hours’ duration

Tutor-Marked Assignment

The NOUN will direct further on the number of TMA@ou are to
answer, when to do them and when to turn them yotw facilitator for
grading. However, you are expected to utilizeitffermation gathered
from the study material and the references in ddhey assignments.
The assignment will count for 40% of the total gaimark.

Final Examination and Grading

The final written examination for the course whwifl be scheduled for
three hours will attract the remaining 60% of tlo¢ak course grade.
You are to expect that all the areas of the cowmildbe assessed during
the examination.

Summary
On the successful completion of the course, youldvdoe a better

manager having been equipped with the tools anevlauge needed for
the management of agro business enterprises.

Vi
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MODULE 1

Unit 1 The Concept of Agriculture

Unit 2 The Concept of Business

Unit 3 The Concept of Agribusiness

Unit 4 The Concept of Agrobusiness

Unit 5 Steps involved in Establishing AgrobusinEsgerprises

UNIT 1 THE CONCEPT OF AGRICULTURE
CONTENTS

1.0 Introduction
2.0 Objectives
3.0 Main Content
3.1 Background of Agriculture
3.2 Role of Agriculture
3.3  Characteristics of Agricultural Products
3.4  Effort made to Improve Agriculture
3.4.1 Fadama Development Project.
3.4.2 Special Programme for Food Securing
3.4.3 President Initiatives on Cassava, Rice, etdge
Oil and Tree Crop
3.4.4 New Partnership for Africa’'s Development
(NEPAD)
3.4.5 Community-Based  Agricultural and  Rural
Development Programme
3.4.6 Roots and Tubers Expansion Programmes
4.0 Conclusion
5.0 Summary
6.0 Tutor-Marked Assignment
7.0 References/Further Readings

1.0INTRODUCTION

There is the need to discuss agriculture beforengeinto agrobusiness,
to; assist the reader to understand what agrolassiiseall about. The
concept of agriculture is a household word andsitthe economic
backbone of any developing nation. Agricultureaisield that houses
many sub-fields. Understanding the concept of agitice will shade
more light on the agrobusiness.

Indeed, agriculture started with the Early Man wehecovered that the
seeds he threw away germinated and grew hemdested. He later
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became conscious of agriculture and started pragtit Meanwhile, in
Nigeria, agriculture had passed through many stages

2.00BJECTIVES
By the end of this unit, you should be able to:

examine the background of agriculture in Nigeria
discuss the role of agriculture in Nigeria

discuss the characteristics of agriculture in Nager
discuss the efforts made to improve agriculturepots.

3.0MAIN CONTENT
3.1 Background of Agriculture

As stated above, the seeds that were thrown awayingted and grew
up to maturity. The Early Man became conscious gricalture and

started practising it. From this point, agricultwtarted developing, up
to the subsistence stage. At this point, th@n was taking care of
himself and members of his family. There was no eyomnd so

exchange was as what is called Trade by bartereMmoney was
introduced exchange became easier.

Today, agriculture is in mainly the hands of theaBivacale farmers,
who grapple with many problems. They put in mudirétut with little

results. Most farmers, however, are involved in pcrproduction.
Unfortunately though, they find it difficult to pdoce enough for
domestic consumption.

3.2Role of Agriculture

Agriculture plays, numerous roles in the economevedopment of

Nigeria. One of the roles is that agriculture pdes food for the ever
increasing population. Food is required for manistenance. The foods
provide carbohydrate, protein, fat, mineral, etoodr also provides
energy and helps in building of body tissues.

Agriculture provides employment opportunities foetjobless. Indeed,
about 50 percent of the total labour forces are leyep by the
agricultural sector. No doubt about 70 percent lod businesses in
Nigeria are agriculture based. Agriculture providesome for those
engaged in agriculture. It provides raw materiads the domestic
industries and enhance rural development.
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3.3Characteristics of Agricultural Produce

The agricultural produce are bulky and they neetthéctransported from
the areas of production to the areas where theyoabe processed and
thereafter marketed. The bulkiness of these predumivever, determine
the mode of transportation which in turn deternmimefinal costs.

Most agricultural produce are seasonal whereasddmand is fairly
stable throughout the year. Therefore, there meisvdys of handling or
controlling production in order to even out thessel variations.

Most agriculture produce are perishable and musretbre, be
transported immediately to centres of consumptionfrozen or and
stored for use at later dates. The more peristthblproduce, the greater
or more costly the marketing functions to be permied before they get
to the final consumers.

The small-scale farmers who produce greater parthefagricultural
produce are numerous and scattered on marall-sized holdings.
These farmers have surplus to be sold.

Most agricultural produce cannot be consumed irsthte in which they
are produced. They therefore, need some levelamgsising before final
consumption.

SELF ASSESSMENT EXERCISE
Discuss the characteristics of Agricultural prodircéligeria.
3.4Efforts to Improve Agriculture

Recent efforts by the federal government in impngviagriculture
include:

3.4.1 Fadama Development Project

The Fadama Development project involves utilizimggation during
dry seasons to produce mostly vegetables.

3.4.2 Special Programme for Food Securing

The government of Nigeria decided to implement thpecial

programme for food security in year 2000 with itwnohuman and
financial resources with FAO providing technicappart on demand to
the government. The programme aimed at improvingsébold food
security through: water control such as amfarrigation, capacity
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building in gender and water management crop iifieason and
diversification, etc.

3.4.3 Presidential Initiatives on Cassava, Rice,@getable Oil
and Tree Crop

The presidential initiative/task forces, rice, cacand oil palm were
imitated in Nigeria in year 2003 to boost the pretchin of the said crops
through the following strategies of increasing agjtural productivity,
especially land productivity, expansion of hectasggstrengthening of
agricultural extension delivery system, provisiohedfective research
support, strengthening of research- extension-faput linkage system,
timely available of inputs, etc.

3.4.4 New Partnership for Africa’s Development (NPAD)

NEPAD recognizes the vital contributions by Africaatand and marine

fisheries to food security and income of many mils of Africans, and

to poverty reduction and economic developmienthe continent. It

further recognizes the growing opportunities ancmgimg successes of
aguacultural development in the region.

3.4.5 Community-Based Agricultural and Rural Devebpment
Programme

The programme was initiated to support Nigerianegoment’s efforts
at addressing rural poverty by identifying and ¢dimg the most
vulnerable groups and empowering them to effectiy@rticipate in
development activities.

3.4.6 Roots and Tubers Expansion Programmes

These programmes seek to increase production &facas yam and
potatoes, adopt improved processing technologyr adflucation about
adequate storage methods and increase supportiietusa marketing
activities.

4.0CONCLUSION

The knowledge of agriculture is required for theder to become
familiar with the production of the raw materialsedled for production.
Most importantly, agrobusiness is under the clasgdibn of agriculture
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5.0SUMMARY

The unit discusses the background of agricultwile, of agriculture and
efforts made to improve the sector. Agriculturéhe major occupation
of most rural Nigerians and is the economic backbohthe Nigerian
economy

6.0TUTOR-MARKED ASSIGNMENT
Discuss the role of agriculture in the Nigerianremoy.
7.0REFERENCES/FURTHER READINGS

Umebali (2004).Rural Resources Farm Business Management and
Rural Developmentagos: Computer Edge Publication.

Akubuilo, C.J.C, Umbali E.E, Mgbada, J.U; Ugwu, PEgwu W.E and
Awoke (eds) (2007)Readings in Agricultural Economics and
Extension Enugu: Computer Edge Publishers.
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UNIT 2 THE CONCEPT OF BUSINESS
CONTENTS

1.0 Introduction

2.0 Objectives

3.0 Main Content

3.1 Types of Business Existing within the Economy
3.1.1 Agribusiness
3.1.2 Mining
3.1.3 Financial Business
3.1.4 Marketing Business
3.1.5 Heavy Industrial Business
3.1.6 Light Industries
3.1.7 Service Industries
3.2  Obligations of Business

3.2.1 To Customers
3.2.2 To Workers
3.2.3 To Management
3.2.4 To Competitors
3.2.5 To Investors
3.2.6 To Public

4.0 Conclusion

5.0 Summary

6.0 Tutor-Marked Assignment

7.0 References/Further Readings

1.0 INTRODUCTION

This unit, discusses business because understaitdinl enhance the
understanding of agrobusiness. As far as we arecusiig
agrobusiness, we cannot avoid discussing busidddsugh business
assumes a wide position, agrobusiness narrowsnihdo a manageable
level for clarity purpose. Generally, there are pupnis businesses, but
investments are made in those ones that availaht&dan finance.

Admittedly, the main focus is on the agrobusiness the concept of
business shows that the unit is operated in a cooahevay. After
discussing business, then it becomes easier tas$isgribusiness.

2.00BJECTIVES
By the end of this unit, you should be able to:

what business is all about
types of businesses existing in our environment
obligations of business.
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3.0MAIN CONTENT

Business can be defined as an institution concepmigaarily with the
production and marketing of goods and servicegHereconomy. It can
also be defined as all the economic activitiesiedriout in order to
provide goods and services. However, Hooper definesness as the
whole complex field of commerce and industry, tlesib industries,
processing and manufacturing industries, and theark of ancillary
services, distribution banking, insurance, transpec, which serve and
inter penetrate the world of business farm onlysiBess can be private
or public, providing goods and services. The maon of operating
business is to make profit especially in privatpety. In public type,
however, profit maximization is de-emphasized. RBgatht is service
oriented. But profit is made in order to sustai@ liusiness.

3.1 Types of Business Existing within the Economy

The following are the major types of busBess existing with the
economy.

3.1.1 Agribusiness

This is agriculturally related business, concermeth the production,
distribution and processing of food and fibre. Geegroportion of the
total labour force is involved in agribusiness ilgétia.

3.1.2 Mining

Mining is concerned with the exploration of minatgbetroleum, coal,
etc.

3.1.3 Financial Business

This is a business that has to do with financiahsactions with the
banks, insurance, companies, credit houses etc.

3.1.4 Marketing Business
This business deals with wholesale and retail tigadi
3.1.5 Heavy Industrial Business

These are industries that engage in large-scatkuption or activity and
require huge amounts to set up.
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3.1.6 Light Industries

These are industries that engage in small-scalduptmn or activity
and often do not require huge sums to set up.

3.1.7 Service Industries

Service industries include tailoring, barbing salpool bating, etc.

SELF ASSESSMENT EXERCISE

Mention the types of business existing in the eaono

3.2 Obligations of Business

Business has the following obligations to fulfil:

3.2.1 To Customers

The customers should have the best products anitegrat the least
cost, according to the rules of fairness to allagyagl in production and
distribution.

3.2.2 To Workers

There is the need to preserve their employment \althrights and

rewards and to expect fair contribution from themder conditions

approved by law and work social ethics.

3.2.3 To Management

That the management may be recognized and rewasnding to the
fruits of their decisions, and protect the intedsbthers.

3.2.4 To Competitors

That there will be no unfair practices and foul meaSmuggling,
counterfeiting and substandard goods are guondble measures of
doing harm to competitors.

3.2.5 To Investors

To safeguard the investments and interests of ritiestors, using the
best management judgments and decisions. Effodaldlbe made to
open up profitable investment opportunities so prafits can accrue to
the investors after expenses have been paid out.
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3.2.6 To Public

That the enterprise(s) will promote the generalfavel education and
social activities that enhance high productivityd agthical obligation
and to observe faithfully the laws of the land.

4.0CONCLUSION

In this unit, we have explained the concept of hess. It is to be noted
that not only commercial activities that are reddrto as business: other
activities come into plays too.

Further, the major types of businesses hbeen identified and
discussed. Discussions have also been carried rouhe obligations
businesses are expected to fulfil in respect ofesmstitutions.

5.0SUMMARY

This unit has treated the concept of business, lwkiades more light
on the concept of agribusiness. It also looks at fmajor types of
businesses and finally the obligations. This candferred to as social
responsibility.

6.0TUTOR-MARKED ASSIGNMENT

Discuss the factors responsible for most businessdsigeria being
classified as small- scale businesses.

7.0 REVERENCES/FURTHER READINGS
Musselman. V.A and Ughes, E.H (1981ptroduction to Modern
Business Analysis and Interpretatioknglewood Cliffs N.J.:

Prentice Hall Inc.

Unamla, P.C. and Ewurum, U.J.F (199Business Administration
Precision Printers and Publishers.
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UNIT 3 THE CONCEPT OF AGRIBUSINESS
CONTENTS

1.0 Introduction
2.0 Objectives
3.0 Main Content
3.1 Definition of Agribusiness
3.2 Components of Agribusiness
3.2.1 Supplies form of Agribusiness
3.2.2 Farm Production form of Agribusiness
3.2.3 Processing Farm of Agribusiness
4.0 Conclusion
5.0 Summary
6.0 Tutor-Marked Assignment
7.0 References/Further Readings

1.0INTRODUCTION

We can only understand and discuss agrobusinesssvadt have had a
good understanding of agribusiness. No doubt ar eladerstanding of
the concept of agribusiness will make it easierdioe to understand the
concept of agrobusiness. The concept of agribusiisederived from the
field of agriculture. However, agribusiness assummesider scope, in
the sense that it subsumes agriculture. Agribusirgises a clearer
picture of what agriculture is all about.

Agribusiness is a business that is carried out &y bndividuals and
group of people. Both earn their living from agsimess. There is the
need, therefore, to understand the concept of @agrbss before
discussing agrobusiness. We will look at the diedin and the various
components.

In the subsequent units, there will be need to ltake sources of
finance for the agrobusiness and also the ovematlagement. It will
also look at the steps in establishing agrobusiness
2.00BJECTIVES

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

have a clearer picture of what agribusiness iataiut
understand the various components of agribusiness.

1C
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3.0MAIN CONTENT

3.1 Definition of Agribusiness

Agribusiness can be defined as the sum total ofthedl operations
(economic activities) involved in the manufactuned adistribution of
farm supplies, farm operation in the farms and {®cessing-
distribution-storage of farms commodities ah@ items made from
them. It can simply be put as the sum totality lbbperations involved
in the production and distribution of the food afilore needs of the
economy. Based on the foregoing definition, sonvellef coordination
is required which will involve the marriagef technology and
economics. It, therefore, depends on the technologyhe various
agricultural production disciplines (plant sciencanimal science,
forestry, fishery, agricultural engineering, aviagience, entomology,
agricultural biochemistry, food science, agricuddubiology, etc) and
the tools as well as the theory of economics (sashagricultural
economics, industrial business economics, etcllamather behavioural
sciences (such as political science, sociology;ipsipgy, etc).

3.2 Components of Agribusiness
The following will constitute the components of ibgisiness.
3.2.1 Supplies form of Agribusiness

Farm production depends heavily on certain addilidnputs or the
services of inputs such land labour, capital, watet management. The
capital input can take the form of machinemd power (physical
capital) capable of substituting for labour. Thelbgical capital takes
the form of better seed varieties, fertilizers,tjpedes, etc, which ensure
a higher yield. Other forms include bags, sackdpoa and crate needed
for packaging, lumber and other building materialglities such as
electricity, water, capital and farm credit/finanesad farm insurance for
coverage of risks such life, hospital surgical,pcreability and property
damages, fire, etc. Availability of farm suppliesdheap and sustained
form will facilitate structural transformation ofafm production and
hence modernizing and commercializing farms.

3.2.2 Farm Production Form of Agribusiness
Given the structural changes in agribusiness, fausiness tends to
grow towards corporate, cooperatives and largeedoahs. To achieve

production efficiency however, the following hawelte recognised:

a) a large supply of land and water resources

11
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b) large investments in education to imprdweman skills and
managerial abilities

C) development and diffusion of new knowledge alkagricultural
technology

d) complementary industrial development thaipplies capital
inputs for industrial and non-farm employment oppoities for
people no longer needed in farm production business

e) structural organization of farm productiand marketing that
provides satisfactory economic incentives for fasne

f) public and private institutional services tlp to conserve as
well as improve natural resources, increase thed fiof
knowledge about improved agricultural technologycaurages,
capital formation as well as investment in agriatgt

3.2.3 Processing Farm of Agribusiness

In a developing economy processing account for éetw51 and 60
percent of the value added yields more foreign amgk. However,
greater percentage of the processed items areestaplrocessing
influence farm production and farm commodity mairkgtpatterns. It,
however, stimulates both consumer demands for tbeepsed product
and of an adequate supply of raw materials forggsing. Export crops
such as tea, cane sugar, coffee, rubber, vegetalsle etc, require
considerable processing. The techniques used byl pnualucers are
usually crude and inefficient while those used ¢amgations and state
farms are usually complex processing units of lacme and vertically
integrated organizations which tend to promotelagginess framework.

SELF ASSESSMENT EXERCISE
In your own words explain the meaning of Agribussie
4.0CONCLUSION

In this unit, we have discussed generally the cphoé agribusiness,
emphasizing on the nature of agribusiness and @heus components.
There are three major components in agribusinessnely, the
production and distribution of farm inputs, the wadtproduction and
then the processing and distribution of farm preduc

5.0SUMMARY
This unit treats as a stepping-stone to the conoépagribusiness.
Agribusiness shades more light on agrobusinesshande it is part of

its first and third stages. The industrial compdsesf agribusiness are
referred to as agro industries. This is the copeetsof business.

12
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6.0TUTOR-MARKED ASSIGNMENT
With the aid of a chart explain the componentstaginess.
7.0 REFERENCES/FURTHER READINGS

Umebali E.E (2004)Agribusiness and Financial Analysisnugu:
Computer Edge Publisher.

Umebali, E.E (2004)Rural Resources Farm Business Management and
Rural DevelopmenEnugu: Computer Edge Publishers.

13
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UNIT 4 THE CONCEPT OF AGROBUSINESS
CONTENTS

1.0 Introduction
2.0 Objectives
3.0 Main Content
3.1 Agrobusiness
3.1.1 Agro industries
3.1.2 Supplies
3.1.3 Processing
3.2 Utilization of Crops in Producing Agro Products
3.3  Potentials of Agrobusiness
4.0 Conclusion
5.0 Summary
6.0 Tutor-Marked Assignment
7.0 References/Further Readings

1.0INTRODUCTION

In unit 3, we discussed the concept of agribusimd¢ssh no doubt gives
a clearer picture of agrobusiness. We tried toarplvhat agribusiness
is all about and its various components.

The discussion on agrobusiness constitutes theasmect of the course.
The central focus of this topic is to relate irstbnit to business, bearing
in mind that agro relates to agriculture. The tppica large extent, can
be assumed to be agro industries involved in basijnéhence
agribusiness has already been treated. Both indilsdand group of
people set up agrobusiness, deriving their livad&om it.

2.00BJECTIVES
By the end of this unit, you should be able to:

explain the nature of agrobusiness
types of agroindustries and what they produce.

3.0MAIN CONTENT

3.1 Agrobusines

Agribusiness relates to agrobusiness, which we ldready explained.
Agribusiness relates to those industries thatmarelved in the handling

of both inputs and farm produce and also actuam faroduction.
However, we want to place more emphasise on agrgsiries.

14
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3.1.1 Agroindustries

Agroindustries refer to those industries that cawury the production and
distribution of farm supplies (inputs) andogk that process and
distribute food and fibre products. The inputs und fertilizer,
chemicals, machines, while the processed outpuiisida rice, floor,
feed, packaged products, etc. Most of them aretddcan rural and
semi-rural areas and can be labour-intensive.

3.1.2 Supplies

Farm inputs which are also referred to as capitaddg are produced and
distributed for further production. There are phgsicapital in form of
machinery and power which are capable of signitigasubstituting for
labour and biological capital in the form of impealvseeds, fertilizers,
etc which enhance increased output.

3.1.3 Processing

Farm produce undergoes some degree of change lbehaeasting and
final use. This is capable of strongly shaping tben of the farm
production process. Processing ensures effectorage of the products
and enhances value added. Nigeria still exportan fgoroduce
unprocessed and it reduces the value. Howeverijstlas a result of the
lack of processing facilities including scarcitys#illed labour to handle
them. Processors handle mostly stable food iterok &8 garri, corn,
yam, etc. The establishment of processing faaliisethe first essential
step in the stimulation of both consumer demand tha processed
product and of an adequate supply of raw mateffiadsprocessing.
Processing increases the marketability of the prtsdu

3.2 Utilization of Crops in Producing Agro Producs

Crop Agro Products

Yam Starch, yam chips, flour and flakes, livesttexd
etc

Cassava Garri, cassava starch, flour and feedflakes,
confectionaries

Maize Flours, lusts for liters, feeds

Oil palm Magarines, soap, crayon, candle, cosmetics
livestock feed

Citrus Beverage juice, yam, flavouring agents

Rubber Tyres, tubes, shoe sole, books

Cocoa Nuts used for volatile oils, livestock feeds,
chocolates

1t
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Fresh milk Youghort, ice cream, etc.

Groundnut Soap making, biscuit, livestock feed

Cotton Textiles, cosmetics, margarine, livestoddfeowel

Livestock Meat, hides and skin for shoes, youghcetcream
butter and tannery

Soya beans Oll, livestock feed, milk, cakes

Timber paper

SELF ASSESSMENT EXERCISE

Expalin the nature of agrobusiness.

3.3 Potentials of Agrobusiness

Actualizing the potentials of the agrobusinegfi be based on the
following:

1. The small-scale farmers, who are the centrepeécagricultural
production, should be encouraged to produce oneratige term
to enhance output.

—  There should be promotion of widespread adoptibnrigation
scheme and other technologies.

—  The extension service has to be strengthanetliding the
education aspect.

—  Controls of diseases, pests, weeds and abserving other
agronomic practices.

—  Extension of credit to the farmers to expand tfeims.

—  Research efforts have to be intensified in ordeedtablish new
links and also strengthen the existing ones.

4.0CONCLUSION

This unit has discussed agrobusiness ingaemphasis on agro
industries. Most of the businesses in Nigeria arethe area of
agribusiness and are small-scaled. Almost 100 peroé the raw
materials are obtained from the agricultural sector

5.0SUMMARY
There is need for the reader to be conversant theghvarious types of

agro industries and the raw materials required. ralaematerials needed
by the agro industries have been looked at.
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6.0TUTOR-MARKED ASSIGNMENT

Discuss the role of agrobusiness within the franr&vwd Nigerian
Economy.

7.0REFERENCES/FURTHER READINGS

Olayide, S.Cet al(1981).Elements of Rural Economictbadan:
University Press Publishing House, University cddan.

Umebali E.E (2004)Rural Resources Farm Business Management and
Rural DevelopmentLagos: Computer Edge Publisher.
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UNIT 5 STEPS INVOLVED IN ESTABLISHING
AGROBUSINESS ENTERPRISES

CONTENTS
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1.0 INTRODUCTION

This unit discusses the steps involved in establishagrobusiness
enterprises. There is the need for the entrepretoego step by step in
establishing agrobusiness enterprise. This is surenthe viability and
profitability of the enterprises. Going step bypst&ill convince the

entrepreneur whether to go ahead or otherwise.eTieps are followed
in a logical manner. There are about five steps.

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

appraise the economic needs of the agrobusiness
conduct a feasibility survey

select and adopt the articles of incorporatiorhefliusiness
register the business and thereafter commencedsssin

3.0 MAIN CONTENT
3.1 Appraise the Economic needs of the Business

The appraisal is carried out to determine the mapkdéential of the
business. Most businesses apparently succdseh where is high
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demand for their products. Therefore, the marketemals require
undertaking a market survey. Information on the aednfor the product
is needed in order to make projection for the fitukgain one has to
look at the population of the consumers and tm@iomes both rural and
urban. The prices have to be ascertainece data collected will
enhance projections for the future.

3.2 Feasibility Study

The feasibility study requires investigation ointhe future costs and
returns associated with the business and the edonaability of the
business. However, other purposes could be detemgnihe technical
feasibility and the culture compatibility of thediess

In investigating into the viability of the businessformation is sought
on the elements of costs. Basically, costs aravofkinds, namely: fixed
and variable costs.

3.2.1 Fixed Cost

These are costs that do not vary with the levelutput and they
include: cost of land, equipment, housing, vehistecks, etc.

3.2.2 Variable Costs

These costs vary with the level of output and tlhmglude: cost of
labour, raw materials, electricity, water and fgelpplies. Where the
operator is borrowing the fund for the businesterast becomes a part
of the operating expenses. One may need to adwehes business in
which case provision has to be made for it. Alistheosts will form the
total cost. Projection is also made for revenudaiokd by multiplying
the total output with the unit price of the outplihe difference between
the total revenue and total cost in each year gnetsrevenue which
may be positive or negative indicating profit asdprespectively.

However, to determine the profitability of the ness there is need to
discount the future total revenue and future tatest. Using such
economic indicators as net present value (NPV)efieocost ratio (B/C)
and internal rate of return (IRR). Decisions asvhether to invest in the
business will be based on the results of the itdisa

SELF ASSESSMENT EXERCISE

How do you conduct a feasibility survey of an agrsihess?
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3.3 Selection the Appropriate form of Business

Business can assume any of the following forms
Single proprietorship

Partnership

Corporation

Cooperatives

The form to be adopted could be determined by tmaber of people
involved, scale of operation intended and finanes@ilable Single

proprietorship requires only one man while partnership requires dw
more people. Corporation involves legislation. Garapive is owned
and operated by the members for mostly renderingcgs to members
and assuming the risks collectively.

At the primary production level, business (mostlgrilausiness) in

Nigeria and probably in other developing does are operated as
either single proprietor or cooperatives. To ovareothe problem of

capital inherent in developing agribusiness, pe@ke encouraged to
form cooperatives in order to provide certaervices ranging from
input procurement, primary processing to marketing.

At the level of utilization of agroraw matds to produce other
consumer goods, one finds many forms of rass organizations.
Which include the multi-nationals who have the mrinsers of the agro
raw materials.

3.4 Selecting and Adopting Appropriate Articles of
Incorporation

When a decision is taken on the form of busindss,important to draw

the relevant articles of incorporation. Given atparship business, the
normal deeds of partnership must be drawn. The campartnership

contract (agreement) covers the following areas:

) The name of the business

i) The name of the partners

iii)  The location and type of business

iIv)  The length of life of the partnership agreement
V) Profit and losses distribution

vi)  The amount of capital each partner contributes
vii)  Interest rate payment on capital, if any

viii)  Provision for salaries of partners

iX)  Limitations on withdrawal

X) Method to be followed in event dissolution o thartnership
xi)  Method of admitting new partners

2C



ENT 326 AGRO-BUSINESS MANAGEMENT

Cooperatives require the byelaw drawn from the eoatpse law for
corporate business the normal article of incorponat drawn to reflect
the name, nature of business, shares to be soltharadganizational
structure

3.5 Registration

On completion of the agreement, the business shoeldiven a legal
backing. This is usually achieved through busimegsstration. Business
could be registered as limited or non-limited li&pi busyness. In
Nigeria, agribusiness, especially at the level a@irkating agribusiness
produces, could contain with mere registration vattpropriate trade
organization in the locality.

4.0 CONCLUSION
This unit has discussed the steps involved in &skabg an
agribusiness. In establishing an agrobusiness, steps are followed.

This forms part of the planning. This aspect camdedled by experts to
ensure that it is properly done.

50 SUMMARY
This unit to looks into the steps involved in e$&kbng business, the
unit looked at the economic needs, feasibility rgpselecting

appropriate form of business and adopting apprtriarticle of
incorporation.

6.0 TUTOR-MARKED ASSIGNMENT

Different between Fixed Costs and Variablest€oin a typical
Agribussiness.

7.0 REFERENCES/FURTHER READINGS

Umebali E.E (1997). Management of Small-scale BesgrAgribusiness
and Cooperative Enterprise. Enugu: Computer Eddpdidher.
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UNIT 1 FORMS OF AGROBUSINESS ENTERPRISES
CONTENTS

1.0 Introduction
2.0 Obijectives
3.0 Main Content
3.1 Sole Proprietorship
3.2  Partnership
3.3 Companies
3.4  Public Company
3.5 Public Corporations
3.6 Importance of Selecting the Proper Form of Bess
4.0 Conclusion
5.0 Summary
6.0 Tutor-Marked Assignment
7.0 References/Further Readings

1.0 INTRODUCTION

This unit looks at the various forms of agrobussesterprises. The
agrobusiness entrepreneur must determine at thariieg what form
the business will be, not only that it will helpnhplan but also take into
consideration the nature of management. Indeed, ftren will
determine the type of management style to adopt. aroindividual,
operating the business would not be a problem. @uside this the
operation can constitute a problem.

2.0 OBJECTIVES

By the end of this unit, you should be able to:
importance of selecting the proper form of agrobess organization
forms of agrobusiness organization

advantages and disadvantages of each.

3.0 MAIN CONTENT
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The forms of agribusiness enterprise include th#oviang; sole
proprietorship, partnerships, companies coopemtivand public
enterprise.

3.1 Sole Proprietorship

Sole proprietorship is also as known one man bsasinét is the

commonest and oldest type of business. But as thpub of each

individual enterprise is small, the total contribuat of one man firm to
national output is smaller than that of companiess mostly found in

agrobusinesses. This type of business involvegerson putting up the
finance when starting the business and bears $ks. rif successful the
profit accrues to him

Advantages

There is greater incentive rewards becauseptioéit accrues to the
owner. The operator takes decisions even withoosutation. He has
personal contact with the employees which encoutfagya to work.
Disadvantages

His capital is small as he provides it all. Hisbligy is unlimited. His

death will adversely affect the success of theriess and may not enjoy
the reward of economies of scale.

3.2 Partnership

A partnership business involves two or more perséngajor reason
for their coming together to do the business isaiee capital and also
get personal(s) who specialized in management.

Advantages

There could be specialization among the partnersanagement. There
could also be a personal contact with employees astiomers and
decisions must not delay. Partnership eissily formed. Written

agreement may not be necessary. New ideas mayobghi into the
business

Disadvantages
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Capital raised could still be limited. Liability ahe partners is still
unlimited. Taking decisions could be difficult agreement may not be
easy to reach. The death of a partner indeed cmlldrsely affect the
operations of the business.

3.3 Companies

Companies are of two types: private and public camgs. Finance is
raised by the issues of shares and it has a legi#y.dt may sue or be
sued.

Advantages

Limited liability is a major advantage and more duis raised. The
business continues even after the death of a member

Disadvantages
Shares may not be advertised.
3.4 Public Company

A minimum of seven can form the company. Sharesbsaadvertised
and is transferable. It is separate legal entity.

Advantages

It can access large sums of money. It enjoys dherds economies of
scale. Shareholders have limited liability and shares can be sold and
be quoted at the stock exchange market.

Disadvantages

Forming business may be complicated. Decisionsareasily taken.
3.5Public Corporations

Public corporations are undertaken by the goverhmen

Advantages

Amount required may be too large Government usédiguoorporation
to develop the rural areas.

Disadvantages
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It is characterized by bureaucracy. The kmgsnmay not be cost
effective and desired services may not be provided.

SELF ASSESSMENT EXERCISE

Discuss the importance of selecting the proper foflagrobusiness
organisation.

3.6 Importance of Selecting the Proper Form of Busiess

The operator wants to know how much money to inwrestie business,

what risks are involved in the business and whetigecan assume the
risks. One has to know the cost of business org#ioiz, the extent of

control of the activities of the business one igsting in, what amount
of profit he will receive.

The form must fit the particular needs of the bassto be successful.
4.0 CONCLUSION

This unit has discussed the various forms of agwiess enterprises.
The various forms of agrobusiness include sole nmtgrship,
partnership, cooperative, corporation, etc. Thenfadopted will, to a
large extent affect the viability of the businelteanwhile, in Nigeria,
most business enterprises are sole proprietorship.

5.0SUMMARY

There is need for you to understand the variousngoof business
enterprises, particularly the advantages and da#dges. The sole
proprietorship should be in a position to attrattieo entrepreneurs in

order to raise more fund and ensure efficielanagement of the
business.

6.0TUTOR-MARKED ASSIGNMENT

Which of the forms of business organizations fitwenin our Nigerian
environment and why.

7.0 REFERENCES/FURTHER READINGS
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Hasting, P.G (1968)ntroduction to BusinesNew York: McGraw Hill
Book Company.

Umebali, E.E (2004Management of Smal-Scale Business Agribusiness
and Cooperative EnterpriseEnugu: Dona Publishers.
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UNIT 2 SOURCES OF FINANCE FOR AGROBUSINESS
ENTERPRISES

CONTENTS

1.0 Introduction
2.0 Objectives
3.0 Main Content
3.1 Formal Sources
3.1.1 Commercial Banks
3.1.2 Community Banks
3.1.3 Merchant Banks
3.1.4 Nigerian Banks for commerce and Industry (NBC
3.1.5 Nigerian Industrial Development Banks (NIDB)
3.2 Informal Sources
3.3 Problems Facing the Formal Sources
3.3.1 Lack of Collateral
3.3.1 Cumbersome Process
4.0 Conclusion
5.0 Summary
6.0 Tutor-Marked Assignment
7.0 References/Further Readings

1.0 INTRODUCTION

Agrobusiness enterprises, like any other enterpiiseolves finance.

The establishment is only made possible if finaiscavailable and the
amount will determine the scale. However, finarec@ imajor constraint
in establishing agrobusiness. There are two majarces of finance.

The two sources are the institutional or informalirses. The formal

sources will be examined in details because trenmdl sources are not
officially registered or recognized.

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

the sources of finance
the problems facing these sources.

3.0 MAIN CONTENT
3.1 Formal Sources

The sources include: formal and informal. The fdrs@urces include:
commercial banks, community banks, merchant baNkgerian Bank
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for Commerce and Industry (NBCI), Nigerian IndustrDevelopment
Bank (NIDB).

3.1.1 Commercial Banks

Commercial banks should have the responsibility fdcilitate the

transformation of the rural areas through the pitionoof extension of
banking facilities and inculcating banking habits the rural people.
Apart from short term lending, they should inclugedium and long-
term lending as apart of their activities. Profifsthe bank should be
used to further improve their services. Furthermdeeisions should not
be centralized issue.

Fund mobilization include provision for curtemccount, savings
account, time deposit, safe keeping and custodiarsfer of funds,
standing orders, investment management foreign aggsh facilities,
collaborating finance, equipment leasing refereane states reports,
trustees and executorship.

3.1.2 Community Banks

Community banks were set up to enhance the transtavn of the rural
areas. These banks are being funded and operatawdividuals in a
community associations and other formal and inférgnaups from the
immediate community. Rural investors can obtaimledth ease and
invest on the rural projects. Small-scale agrolmssnconstitute the
greater percentage of the customers of the bankttedperators are
opportuned to seek for loan.

3.1.3 Merchant Banks

Merchant banks are wholesale bankers unlike thenengial banks
dealing with cooperate bodies or very rich indiatiu They specialize
in medium and long-term lending. Their functionslude:

provision of medium and long-term loan

issuing of shares and debenture

acceptance of credit

export promotion scheme

offering investment advice and profolio management.
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3.1.4 Nigerian Banks for commerce and Industry (NBI)
The NBCI has the following functions:

provision of long and medium-term finance to busse
establishment

provision of equity finance to business enterprises

guaranteeing foreign credits to indigenous entsepri

undertaking of feasibility studies including agrémess projects
provision of investment advisory services

3.1.5 Nigerian Industrial Development Banks (NIDB)
The NIDB functions in the following ways:

provision of medium and long-term finance fibre public and
private sectors

identification of investment of bottlenecks in Niga economy
promotion of development project

supervision of project

adviser to indigenous enterprise.

3.2 Informal Sources

The formal sources include the following: Isusu, ne lender, daily
collection; rural association, committee of friendgvelopment union,
Cooperative Thrift and Credit Associations etc. Triifermal sources are
unofficial and unregistered sources. However thelyrseet the finance
needs of their members

SELF ASSESSMENT EXERCISE

What are the sources of finance of Agrobusiness?

3.3 Problems Facing the Formal Sources

The formal sources are faced with some problemdtadinclude:
3.3.3 Lack of Collateral
Formal sources need collaterals or other rgexsi from their client

before the disbursement of loan. Incidentally, rthelients are not
disposed to providing such collateral and therefamenot obtain loan.
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3.3.4 Cumbersome Process

The process involved in obtaining loan can be cusdiee. Coupled
with illiteracy, the clients find it difficult to g through. Along the line,
they become frustrated and withdraw. Again, the@ig@sef supervision
and provision of feasibility report can be a diseaming factor.

4.0 CONCLUSION

There is no way any business can operate withoaintie. Finance is
therefore very important. Meanwhile, there are smuarces for the
provision of fund. However, the entrepreneur witl fpr the cheapest

source of fund. The volume of fund provided wilkelenine the size of
the business.

5.0SUMMARY

You should be familiar with the various sourcesfufid. The sources
include the formal and informal sources. The infaksources are those
unofficially recognized while formal sources ar@@élly recognized.

6.0 TUTOR-MARKED ASSIGNMENT

Discuss why most small -scale entrepreneurs relkgran informal
sources for fund.

7.0 REFERENCES/FURTHER READINGS

Ojigbo, P.N.C (1981)Nigeria’s Financial System Structure and
Growth. Essex, Longman Group.

Umoh, P.N (1993)Principles of FinancelLagos: Page Publishers
Services Ltd.
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1.0 INTRODUCTION

Since the overall topic makes reference to managgrnigere is every
need to discuss management. In any business oaganizand even
non-business organization, management is very i@apbrlit plays a
vital role in ensuring the viability of the orgaation. The traditional
factors of production include: land, labou,r capéad entrepreneurship
(management). In essence, management coordinates factors of
production. Apart from management, the other factwe quantified and
brought together by the management to yield expaetsults.

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

discuss the concept of management

identify the approaches to management

discuss the management theory and principles bgrieke Taylor
and Henry Fayol

discuss the elements and principles of management.

3.0 MAIN CONTENT
3.1 The Concept of Management
Management is the art of thescience of working m ceiganization

through being directed, and by directing and cowtiing the activities
of people to achieve one’s personal goals in theest of the goals of
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one’s organization. Ejiofo (2984). Mc Farland (497 defines
management as that process by which managers ,cde&tet, maintain
and operate purposeful organizations through sysiento-ordinated
cooperative human effort. In their own way, Bredlalg1972) define
management is concerned with seeing that jobs gee cand done
efficiently, as being doing them to achieve desired objectives.
Management although not quantifiable, determinessticcess or failure
of the business.

3.4 Approaches to Management
The approaches to management will include:

1. The empirical or case approach. This we®l carrying out
research regarding enterprise.

—  The interpersonal behaviour approach. This rdferglationship
between those involved in the enterprises.

—  The cooperative social system approach. Busir@sse carried
out by the cooperating individuals.

—  The socio-technical systems approach. It lookbheattechnology
and the environment

—  The decision theory approach: Taking viable deoisi

—  The systems approach: Adopting a system thatemitlance the
viability of the enterprise

—  The mathematical or management science approdus.views
the functions of management. Other approadhekide the
managerial role approach and the operational thempyoach.

3.5 Management Theory and Principle

The first school of thought says that managemeahiart that managers
are born. In other words, managers are intuitilyated by God and
cannot be trained.

The second school of thought says that managemenscience and can
be measured. It is based on certain principlespradedures, i.e. when
principles and scientific procedures are involvadpredicting results.

Facts are observed and hypothesis formed. Reledat# are then

collected, analyzed and deductions made. Fredredofr and Henry

Fayol featured prominently in this school of though

The third school of thought says that managemema isehavioural
science, as it combines some aspects of art ardcsgilt is based on
principles and theories. The modern management su@ports this
ascertains.
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3.5.1 Fredrick Taylor

He wrote on principles of management and hiskbsets out three
objective:

He wanted to demonstrate that management is a dcience,
involving the use of principle and theories.

He also wanted to prove that there are inefficiemoexisting in
industries and these inefficiencies are due to g@ment.

He also wanted to prove with someusiilations that these
inefficiencies can be ameliorated. He thereforewsd three basic
principles of management in proving his case ardédhnclude:

- Scientific training and selection of workers;

- Careful determination of each man’s join in thisiness

- Ensuring equal distribution of responsibilibetween workers
and mangers with the manager later taking respiihgitof
planning and organizing the work.

- Taylor, however, did not see universality in mgement and
hence he restricted himself to industriesogsHevel). This
attracted some criticisms.

3.5.2 Henry Fayol

He wrote on general and industrial management.erhrain features of
this are:

He made a distinction between elements and priegipf management;
He also tried to determine the attributes or giealibf a good manager;
He enunciated the activities carried out in anyress.

He therefore identified six activities performeddryy business:

Technical or production activity

Commercial activity (buying raw material sellingihed products)

Financial activities, i.e. capital acquisition

Activities involving security and protection of grerties of the business
unit

Accounting and statistical activities

Managerial activities.

SELF ASSESSMENT EXERCISE

Explain why different approaches to management aeed in
Agrobusiness.
3.6 Elements and Principles of Management
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The elements of management, according to Fayol,ddferent from
principles. What he perceived as elements are nawhk as functions.
Principles are nothing more than rules governinghagament. There
are fourteen principles and they included:

Principles of division of labour
Principles of authority and responsibility
Discipline

Unity of command

Unity of direction

Subordination of individual interest to general
Remuneration

Centralisation of authority

Scalar chain

Order

Equity

Stability of personnel

Initiatives

Espirit de crops.

4.0 CONCLUSION

This unit has discussed the concept of managentietboks at the
various approaches to management. It further désclthe views of the
earliest management scholars like Henry Fayol, rfisled aylor, etc.

5.0 SUMMARY

Management is very important in any organizationosM business
organizations have gone moribund because of pooraganent. The
resources employed should be efficiently managedensure that
profitability of the business. The reader shouldienstand the concept
of management in order to have full grasp of bussrerganization.

6.0 TUTOR-MARKED ASSIGNMENT

Discuss the management practices to be adopted peyator of
agribusiness in order to enhance the profitabdgftthe business.

7.0 REFERENCES/FURTHER READINGS
Umebali, E.E (1997). Management of Small-scale Business

Agribusiness and Cooperative Enterpriseenugu: Dona
Publishers
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1.0 INTRODUCTION

Management functions include planning, staffinggamizing, directing,
controlling and co-ordinating. These must baried out by an
organization in order to achieve its objectivegnRing varies from one
organization to the other depending on the sizehef business. The
amount of resources required also varies. Plansingually carried out
before the business starts and therefore, helpsdai@rmine the
profitability of the business. Without planning thesiness would not
have a direction.
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2.0 OBJECTIVES
By the end of this unit, you should be able to:

discuss the nature of planning

discuss the essentials features of planning
identify the various classes of planning
discuss the steps in planning

discuss the characteristics of a good plan.

3.0 MAIN CONTENT

3.1 The Nature of Planning

Planning, according to Kootz et £1980:156), is deciding in advance
what to do, how to do it, when to do it, where it who is to do it
and even why it should be done. In the words oh&t@and Freeman
(1992:186), planning is the process of establisigngls and suitable
courses of action for achieving these goals. Itsésting the right
objective. Planning involves two elements, namalgriding on the
objectives and the means of achieving such obgstiv

Planning is also defined as the process of sebpdijectives, strategies,
policies, programmes and procedures for achieviegnt either for the
entire organization or enterprise or any organipedt thereof. This
involves selecting from alternative future cours#saction for the
enterprise as a whole and for every departmenectio® within it. It
requires selecting enterprise objectives and deyaatial goals and
determining ways of achieving them.

The essence of planning is to prepare for and grediforecast future
events. Planning goes beyond an attempt to attatedsorganizational
objectives. It thus involves the development oatstyy and procedure
required for effective realization of the entirampl

Planning is very important especially in depéng countries like
Nigeria where resources are relatively scarce. 8tbez, planning to
avoid waste of resources is very imperative. Plagnms a blueprint for
action. A businessman who wishes to enter into lmsiness has to
engage in detailed planning in order to identife thources of raw
materials, equipment, working capitals, etc.

Planning is the primary function of management. ptbvides the
framework for all other managerial functions. Orgary, staffing,
directing, controlling and co-ordinating dependatdarge extent upon
planning. For instance, controlling is meaninglesthout objectives as
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guidelines. Like the other managerial funcéiomplanning must take
place in a context of fundamental theories, priesipand techniques
(Koontz etal1980:157). Many failures in planning have beenseduby
a lack of understanding of its fundamentals. Goladhiung therefore, is
a pre-condition for better results.

3.2 Essential Features of Planning

These essential features of planning are as follows

3.2.1 Contribution to Purpose and Objectives

The purpose of every plan and all derivative plares to facilitate the
accomplishment of enterprise, purpose and objextifegroup effort is
to be effective, people must know what they aresetgrd to accomplish.
This is the function of planning. Without plans.tiac must become
merely random activity, producing nothing but chaos

3.2.2 Primacy of Planning

Since managerial operation is to organize, staffimgecting, controlling

and co-ordinating are designed to support the prnser objectives.

Planning logically precedes the execution of alheot managerial

functions. Although all the functions intermeshpiractice as a system
of action, planning is unique in that ittaddishes the objectives
necessary for all group effort. Besides, plan nbbgsinade to accomplish
these objectives before the manager knows what édrmrganizational

relationships and personal qualification are negdéxhg which course
subordinates are to be directed and led, and whdtd control is to be

applied. And, of course, all the other manageriaictions must be
planned if they are to be effective.

Planning and control are especially inseparablee-Siamese twins of
management. Unplanned action cannot be cdedtolfor control

involves keeping activities on course by eoting deviations from
plans. Any attempt to control without plans wouktl ineaningless, since
there is no way for people to tell whether they goeng where they
want to go (the task of control) unless they fikisbw where they want
to go (the task of planning). Plans thus furnighgtandards of control.

3.2.3 Pervasiveness of Planning
Planning is a function of all managers, althoughdharacter and breath
of planning will vary with their authority and witthe nature of policies

and plans outlined by their superior. It is virtyaimpossible to
circumscribe their area of choice that they carr@se no discretion.
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And unless they have some planning responsibilitis doubtful that
they are truly managers.

A manager, because of his authority, delegationpasition in the
organization, may do more planning or more impdriaanning than
another, or the planning of one may be more basicapplicable to a
larger portion of the enterprise than that of aanthHowever, all
managers (from presidents to supervisors) plan ifkoet al 1980).

SELF ASSESSMENT EXERCISE 1

What are the essential features of planning?
3.3 Efficiency of Plans

The efficiency of a plan is measured by the amatuwrbntributes to
purpose and objectives as offset by the costs ahdr cunsought
consequences required to formulate and operafepitan can contribute
to the attainment of objectives, but at too highuanecessarily high
costs. This concept of efficiency implies the ndrmmatio of input to
outputs, but goes beyond the usual understandingpots and outputs
in terms of naira, labour-hours, or units of pradtut to include such
values as individual and group satisfaction.

However, many managers have followed plans whesesagere greater
than the revenue obtainable. Companies have ireitlg attempted to
attain objectives in the face of the unsought cqgueaces of market
unacceptability of their products. Again, tmew chairman of a
company that was losing money attempted quickisetyganize and cut
expenses by wholesale and unplanned layoffs of pexgonnel. The
result in fear, resentment and loss of morale edsd much lower
productivity as to defeat his laudable objectiveelnininating losses and
making profits. And some attempts to install mamaget appraisal and
development programmes have failed because of gresgntment of
the methods used, regardless of the basic soundh#ss programmes.

3.4 Planning is Futuristic in Outlook

Planning is future-oriented. The element of fufubtings into planning
some suture problems of an organization at toddg@rsteps. Besides,
the future can never be predicted with a 100 péraecuracy. Thus, the
economic, technological, social and political-legeriable affects
planning. This is why provisions have to bedmao accommodate
future uncertainties. As a manager carries outfthistion, he continues
to look ahead, to plan, revising his ideas and simgpalternatives, when
necessary. Planning is therefore, made today ierdodcover the future
events.
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3.5 Planning Involves Action

Plans alone cannot make an enterprise successdving. down plans
involves taking necessary action to attain the 'Srnobjectives.
According to Goetz (1949:63), for an enterpriseofzerate, action is
required. Plans can however, focus action on pagasad objectives.

3.6 Classification of Plans

Plans can be classified in a variety of ways, fatance, by time, by
levels, and by range, i.e. from a very broad viewpto a very narrow
one Akpala (1993:49), classifies plans into timesibess, function,
breath and scope.

In practice, it is not easy to separate plans, évepurposes of analysis,
into some of these, because the category into wamghof them belongs
may depend on the type and size of the organizatiomwever, Akpala

(1993: 49-51), further classifies plans into: Cogte plans, Strategic
plans, and Tactical plans.

3.6.1 Corporate Plans

Akpala (1993:49) says that corporate plan covetsamty the whole
organization but also very functional aspects @& gnganization or a
firm’s business. It takes into account the full onment in which the
organization operates. Corporate planning caiakie the following
steps:

Assessment of the trend of the international, mafioindustry and
firm’s environment.

Identifying what business the organization is if8eeing

corporate objectives for so many years ahead. Datation of
suitable strategies to achieve objectives; namely,

profitability, return on capital employed, and adiog loss (Akpala,
1993).

3.6.2 Strategic Plans

Strategic plan aims at ascertaining how an orgénizecan compete
successfully within its environment. The strategian is broad and
long-ranged and takes its first step in lookingsalé the organization at
the surrounding economic, political, social andchtelogical
environments. Planning is also defined as the psoaf selecting
objectives, strategies, policies, programmes anacquures for
achieving them either for the entire organizationeaterprise or any
organized part thereof. This involves selectingrfralternative future
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courses of action for the enterprise as a wholefandvery department
or section within it. It requires selecting entéspr objectives and
departmental goals and determining ways of achgethem.

The essence of planning is to prepare for and grediforecast future
events. Planning goes beyond an attempt to attaiadsorganizational
objectives. It thus involves the development oatslyy and procedure
required for effective realization of the entirampl

Planning is very important especially in depéng countries like
Nigeria where resources are relatively scar. Tloeegfplanning to avoid
waste of resources is very imperative. Planning lidueprint for action.
A businessman who wishes to enter into any busihassto engage in
detailed planning in order to identify the sourcafsraw materials,
equipment, working capitals, etc.

Planning is the primary function of management. ptbvides the
framework for all other managerial functions.rg@nizing, staff,
directing, controlling and co-ordinating dependatdarge extent upon
planning. For instance, controlling is meaninglesthout objectives as
guidelines. Like the other managerial functionnpiag must take place
in a context of fundamental theories, principled gchniques (Koontz
etal 1980:157). Many failure in planning have beensealby a lack of
understanding of the fundamentals. Good plannirgefore, is a pre-
condition for better results.

3.6.3 Tactical Plan

Tactical plan deals with determining the most &fit and effective use
of resources that can be or are allocated for arigeany specific or
given objectives (Terry, 1970:260). Tactical plamniis usually short-
term in nature and is largely concerned with thebfams of strategies
plans. Sonter and Freeman (1992:188) agreed thahizations use two
main types of plans. They are strategies planaedational plans

Strategic plans, according to them are designedopyand middle
managers to meet the organization’s broadsgo&hile operational
plans take care of the day-to-day activities.

In order to have a clear idea of how operationainpévolve out of
strategic plans, one needs to be aware of the nddjerences between
strategic plans and operational plans. According Hayes and
Wheelwright (1984:27-28), there are at least thmesgor differences
between strategic and operational plans. Theserdiites are:
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Short-Term Plans

Short-term plan are sometimes called annual opaatplans (AOP). A
short-term plan is usually from one day to one y&duerefore, plans
that only require a short period of time to accastphre referred to as
short-term plans.

Medium-Term Plans

This type of plan usually runs from one to five ngedl his type of plan
gives the management the opportunity to postulatespeculate the
desired position it hopes to find itself in theurd. For instance, “The
Young Shall Grow Transport Limited” may have in ehiof overtaking

Chidiebere Transport in the market share of thindport business in
the next five years. In the same vein, the LifevBrees may have the
plan to take over the market share of Diamond Briesean five years

time. The five years annual operating plans putetiogr help in

projecting the future stand of the organization.

Long-Term Plans

It is often used by capital intensive organizatioasging from five
years to infinitum. However, what may constitut@rsiierm, medium-
term or long-term plan depends on the type of dmgaion, the kind of
industry, the production cycle, the quality of mgement, etc. Based on
the foregoing, we can conclude that organizatioestypically managed
according to two types of plans, namely: Stratgigns and Operational
or Tactical plans; we have already discussed tHeyuea

SELF ASSESSMENT EXERCISE 2

Discuss the various classes of planning.

3.7 Steps in Planning Process

Various writers on management outline what thewrégs the planning
process or essential elements of planning. Koot (@€980:173-177)
identifies eight steps in planning. They are:

Being aware of opportunity
Establishing objectives
Premising

Establishing alternative courses
Evaluating alternative courses
Selecting course

Formulating derivative plans
Numbering plans by budgeting

O~NO O A WN -
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Also Stoner and Freeman (1992:190-194) gimexe elements of
planning. They include the following:

Goal formulating

Identification of current objectives and strategy
Environment analysis

Resources analysis

Identification of strategic opportunities andetis
Determination of extent of required strategicrde
Strategic decision making

Strategy implementation

Measurement and control of progress

OCoOoO~NOOUITA,WNE

Akpala (1993:4) citing Trewartha et §1976) says that planning is a
process which takes rationalistic and decision n@kapproach and
involves the following steps:

Recognizes problems

Evaluates relevant information

Develops alternative course of action

Assesses the possible consequences of eaclaailtesmand
Selects the best course of action called plans.

ga b wNE

There are five steps in planning, namely:

1 The identification of the inadequacies in thespré conditions
desiring change;

The time period for which planning is made;

Forecasting;

Collecting and analysis of data; and

Co-ordination of plans.

abrwiN

A close examination of the various elements orssigpen by writers
according to Akpala (1993:44), reveals some factibas are recurrent.
They include the identification and spelling outtbé problem which
planning aims to solve, and the collectiond aanalysis of the
information as well as data related to the problehsder this comes
the action of forecasting, weighing of alternatigelutions to the
problems, and a choice of the solution, otherwisewkn as decision by
which organizational goals or objectives are deiteech From the
foregoing discussions, planning therefore, ineslvthe following
processes:

3.7.1 Identification of a Problem
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This first step in planning is the identificatio problem. Therefore,
planning deals with problems. A problem arises waeractual state of
affairs from a desired state of affairs arisesniany case, a problem
may be an opportunity in disguise. The problemusitemer complaints
about slow delivery of orders could, for examplisoabe seen as an
opportunity to redesign production processes arstoouer services.
Thus, managers face many problems and opportunfiepportunity
IS a situation that occurs when circumstances a@feorganization the
chance to exceed stated goals or objectives.

A problem is a felt need which may present someodppities for some
other people or organizations. A candidate in neéda university
education has a problem but this is an opportuioitythe university. A
lady in need of a man to marry her has a problemtls also has
provided as opportunity for any man wishing to mariady.

Therefore, identification of a problem and, or asvess of an
opportunity is the real starting point for plannidganagers must obtain
a solid understanding of all the causes of thelprobThey should ask
such questions as:

a. What changes inside or outside the orgéiniz may have
contributed to the problem?
b. What people are most involved with the problénomesions?

C. Do they have insights or perspectives thaty clarify the
problem? Do their actions contribute to the prollem

Four informal and intuitive situations usually #&lemangers to a
problem’s existence: performance deviates from pasperience,
performance deviate from a plan, other people esgpissatisfaction
and the performance of competitor challenges aarorgtion.

Managers must avoid confusion in problem definitidimis arises in
part because the events or issues that attrachdin@ger’s attention may
be symptoms of another more fundamental and pesvalfficulty. A
manager may be concerned about an upsurge in eegpl@gignations,
but this is not a problem unless it interferes whle achievement of
organizational objectives. If the individuals resigg are relatively low
performers and more qualified replacements canebdily found, the
resignations may present an opportunity rather engmoblem. Curing
the turnover problem, then may be the last thirgrttanager should do.
Defining the problem in terms of the organizationbjectives that are
being blocked or the end in view of a goal to bagst helps to avoid
confusing symptoms and problem.
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3.7.2 Evaluate Relevant Information Bearing on théroblems

The second step in the planning process is theuatiah of relevant
information bearing on the problem. Some auth@&iseich as Stones
and Freeman (1992:192) regard this analysis of rimfition as
environmental and resource analysis. Effective mla;n demands
knowledge of a number of disciplines associateth wiinagement such
as economics, psychology, sociology, etc, p&xperience and a
constant flow of information on the business arel dltside world. On
the other hand, information on the disciplinesvailable in textbooks
and at educational centres and is relatively easyearn if time is
available. On the other hand, information on theerimal and external
situation is relatively very difficult to obtain dnassimilate, assuming
that a manager has sufficient knowledge in the gwae mainly by the
flow of information appropriate to ongoing businemsd the external
aspects. If a manager is forced to plan, andkcision and solve
problem with a poor information, his performancd suffer.

As information is so vital, it is obviously desitalfor the manager to
keep himself informed of all the facts thafluence his planning
directly and indirectly. The purpose of evaluatinglevant information
is to identify the ways in which changes in an oigations economics,
technological, socio-cultural and political-leganvironment can
indirectly influence the organization and the wagempetitors,

suppliers, consumers, government agencies and sotten directly
influence it (Stoner and Freeman, 1992:192). Usedalrces of
information include consumers and suppliers, tradélications and
exhibitions, and technical meetings.

Forecasting and other management science dwetlaoe extremely
useful for analysing information about the enviremn Also
anticipating stakeholder-reactions to the implemeon of the plan is
also important.

The organization’s resources should be analysed Ths analysis is
necessary to identify the organization’s compediti@dvantages and
disadvantages, its strengths and weaknesses eekivts present and
likely future competitors. The purpose of this siefpo help the manager
identify and locate information bearing on the kpeon. It will also
enrich his knowledge and help him formulate bediiéernative courses
of action.

3.7.3 Develop Alternative Course of Action
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The third step in planning is to search #ord examine alternative
courses of action. There is seldom a plan Wwhich reasonable
alternative do not exist, and right often an alixe that is not obvious
proves to be the best. The more common problemois finding
alternatives, but reducing the number of altermatigo that the most
promising may be analysed. Even with mathemat@etniques and the
computer, there is a limit to the number of altékes that may be
examined. It is therefore usually necessary forpla@ner to reduce by
preliminary examination the number of alternativteshose promising
the most fruitful possibilities or by mathematiga#liminating through
the process of approximating the least promisingson

3.7.4 Assessor Evaluate Alternative Courses of Agh

Having sought out alternative courses and examthed strong and

weak points, the fourth step is to evaluate therwbighting the various

factors in the light of objectives. One course mppear to be the most
profitable but requires a large cash outlay antba payback; another

may be less profitable but involves less risk] atilother may better suit
the company’s long-range objectives (Koontz etS&q)..

If the only objective were to maximize profit in @rtain business
immediately, if the future were not uncertain, alsb position and capital
availability were not worrisome, and if most fast@ould be reduced to
definite data, this evaluation should be relativelgsy. But typical
planning is replete with uncertainties, problemscapital shortages.
Intangible factors and evaluation is usually verfficult, even with
relatively simple problems. A company may lwito enter a new
products line primarily for purposes of prestigee forecast of expected
result May show a clear financial loss; but thedfioa is still open as
whether the loss is worth the gain prestige.

Because the number of alternative course in mdsat®ns is the
numerous, variables and limitations are involvedleation can be also
exceedingly complex. Due to these complexities, thewer
methodologies and applications of operations rekeand analysis are
helpful. Indeed, it is at this step in the plannprgcess that operations
research and mathematical and computing technigass their primary
application to the field of management.

The manager can also evaluate each alternativeeobdsis of three key
guestions:

Is this alternative feasible? Does the organizahame the money

and other resources needed to carry out this aliea? Replacing
all obsolete equipment might be an idealutsmh but it is not
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feasible if the company is already near bankruptbpes the
alternative meet all the organization’s legal atfuical obligations?
Closing a plant to save costs, for example, inlaecomplicated
web of legal and ethical obligations to displacedrkers. Is the
alternative a reasonable one given the organiZatisttategy and
internal politics? Any solution is only as effedias the support it
wins within the organization. In evaluating an aisgive, then,
managers must try to anticipate what would happemployees fail
to support and implement it wholeheartedly.

Is the alternative a satisfactory solution? To arsthis question,
managers need to consider two additional questieinst, does the
alternative meet the decision or objectives both“thusts” and the
“should™? Second, does the alternative have anpaabke chance of
succeeding, assuming this can be calculated? (hditons of

uncertainty or turbulence, of course, this may kieeenely difficult

or impossible) Managers should realize, too, that definition of

“acceptable” may differ from organization to orgeation and from
person to person, depending on the organizationiure and

individual’s tolerance for risk.

What are the possible consequences for the resiheoforganization?
Because an organization is a system of iftde@ parts and exists
among other systems, managers must try to antecipaitv a change in
one area will affect other areas, both now andhénfuture. Cutting back
research and development, for example, might saweegnin the short
term but it could cripple or even kill the orgartipa when it fails to
develop new products for the future. If the decisioight affect other
departments, they too should be consulted. Conopgtinay also be
affected by the decision and their reactions walé to be taken into
account. Can competitors mount a counter-attack ttew marketing
strategy or a new product? If so, managers mustddside how to deal
with competitor’s reactions. Alternatives with ndga consequences
should be eliminated, of course, while alternativegh positive
consequences will usually be favoured over thogé wierely neutral
consequence.

Apart from the issues raised above, there are thestc processes of
evaluating of alternatives (Knootz et&b80:241-245). These are:

a. Evaluating Alternatives through Quantitative and Qualitative
Factors

Quantitative factors consist of things which canmbeasured, such as

various types of fixed and operating costs and tihee and cost
associated with ancillary services. No one wouldesgion the
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importance of this analysis, but it would be dangsrto the success of
the venture if intangible factors in the situatware ignored. These are
the immeasurable elements such as the qualitybafularelations, the

risk of technological change, or the internatigpalitical climate. There

are all too many instances where the best of gading plans were

destroyed by an unforeseen war, a fine marketirap phas made

inoperable by a long transportation strike, ororadil tax plan was

hampered by an economic recession. These illustiatpoint up the

importance of giving attention to be quantitativel ajualitative factors

in the comparison of alternatives.

To evaluate and compare the intangible factors plaaning problem
and make decisions from them, the analyst mustgreze them and
then determine whether a reasonable quantitativesamrement can be
given them. If not, the analyst should find outnasch as possible about
them, perhaps rate them in terms of their impogarcompare their
probable influence with results disclosed from gatibn of the
guantitative factors, and then come to a decision.

b. Evaluating Alternatives through Marginal Analysis

The evaluation of alternatives may utilize the tegbes of marginal
analysis, wherein the additional revenues from temithl costs are
compared. Thus, where the objective is to maxinpits, this goal
will be reached when the additional revenues arditiadal costs are
equal. Marginal analysis can be used in comparagjofs other than
costs and revenues. For example, to find the optinowtput of a
machine, one could vary inputs to equal the aduhficoutput. This
would then be the point of maximum efficiency oé tmachine. Or the
number of subordinates reporting to a manager negiiceivably be
increased to the point where incremental savingscosts, better
communication and morale, and other factors, emaemental losses
in effectiveness of control, leadership and simikstors. Perhaps, the
real usefulness of the marginal approach to evaluats that it
accentuates the variables in a situation and ddrasmges average and
constants. Whether the objective is optimum profissability or
durability, marginal analysis will help show theywva

c. Evaluating Alternatives through Cost Effectiveress Analysis

An improvement or variant on traditional marginalalysis is cost
effectiveness, or cost benefits analysis. It issehnique of weighing
alternatives where the optimum solutioanrot be conveniently
reduced. In its simplest terms, cost effectivengsmique for choosing
from among alternatives to identify a referred ckeowhen objectives
are far less specific than those expressed by sledr quantities as
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sales, costs or profits. For example, defense tbgsc may be so
unspecific as those to deter an enemy attack; Isolgjactives may be to
reduce air pollution or entrain the unemployed; aodiness objectives
may be to participate in social objectives throughprogramme of
training unemployable.

This does not mean that objectives may not be gioame fairly specific

measures of effectiveness. In a programme witlgdmneral objective of
improving employee morale, for example, effectienemay be

measured by such verifiable factors as turnovesemieeism, or volume
of grievance and also supplemented by such subgeatiputs as the
judgment of qualified experts. Or a programme felesting a military

airplane may be verifiably quantified in part bynealering bomb

carrying load, speed, and maneuverability, but Rmpented by

judgment of military strategists on how effectitemight be in meeting
tactical requirements in combat.

The major features of cost effectiveness are cdratgon on output

from a programme or system, weighing the contrdoutiof each

alternative against its effectiveness in servingirée objectives, and
comparison of costs of each in terms of its eflegtess. Although it
involves the same steps as any planning decishenyiajor features that
distinguish cost effectiveness are:

Objectives are normally output-or end-oriented andually
imprecise

Alternative ordinarily represent total systems, greonme or
strategies for meeting objectives.

The measure of effectiveness must be relevant jiectes and set
in as precise terms as possible, although somenwoiage subject to
guantification.

Cost estimates are usually traditional and norrmatl may include
non monetary as well as monetary costs, even ththegformer may
be eliminated by expressing them as negative factof
effectiveness.

Decision criteria, while definite but not usually specific as highest
profits, may include achieving a given obhjeet at least cost,
attaining it with resources available, or providifty a trade-off of
cost for effectiveness, particularly in the lighttbe claims of other
objectives.

Cost effectiveness can be made most systerttatitigh the use of
models and other operational research techniqueshet described
presently. Cost models may be developed to show esttmates for
each alternative, and effectiveness models to shwav relationship
between each alternative and its effectivenddsen, synthesizing
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models combining these results may be made to shewelationships
of costs and effectiveness for each alternativee phrpose of cost
effectiveness analysis is to relate effectivenesasure to various costs.

d. Select the Best Alternative Course or Action Cé&d a Plan

The fifth planning step, selecting the course dioacis the point at
which a plan is adopted —the real point of decismaking. Occasionally
an analysis and evaluation of alternative courséisdvgclose that two
or more are advisable, and the manager may decidellow several
courses rather a single course.

In selecting from among alternatives, managers Hhavee bases for
decision open to them (Kootz ef al980: 246-248):. experience,
experimentation and research and Analysis.

Reliance on past experience probably plays a lgrgdrthan it deserves
in decision making. Experienced managers Usubklieve, often
without realizing it, that the things they have @oplished and the
mistakes they have made furnish an almost infallgalide to the future.
This attitude is likely to be more pronounced vilte more experience a
manager has had and the higher in an organizaéi@r khe has risen.

To some extent, the attitude that experience is lbst teacher is
justifiable. The very fact that managers have redctheir positions
appears to justify their decision, Moreover, thasa@ning process of
thinking problems through, making decisions, andirsge programmes
succeed or fail does make for a degree of goodnpatg (at times
bordering on the intuitive). Many people, howewds,not profit by their
errors, and there are managers who seem neverinotlga seasoned
judgment required by modern operations.

There is danger, however, in relying on one’s pagierience as a guide
for future action. In the first place, most humasings do not recognize
the underlying reasons for their mistakes or faguin the second place,
the lessons of experience may be entirely unseitédinew problems.
Good decisions must be evaluated against futurentgvevhile
experience belongs to the past.

On the other hand, if experience is cargfudhalysed rather than
blindly followed and if the fundamental reasons $niccess or failure
are distilled from it, it can be useful as a bdeisdecision analysis. A
successful programme, a well-managed company, fagtie product
promotion, or any other decision that turns outlwey furnish useful
data for such distilling. Just as no scientist tagss to build upon the
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research of others and would be foolish indeedufwichate it, managers
can learn much from others.

3.8 Characteristics of a Good Plan

A good plan is a plan that achieves its objectiv@srtain features
distinguish a good plan from a bad one. Some of diséinguishing
features include:

) Good plans are realistic and capable of impletiaigon.

i) Good plans must have clearly defined otwes in terms of
scope, accuracy, clarity and definitiveness.

iii)  Good plans must be reasonably economical dmallsl consider
the resources available.

Iv)  Good plan must be flexible. A flexibldap can be adjusted
smoothly and without delay or serious loss of ecaoyo

V) Good plans must be comprehensive. This mak@®ssible to
take a systems view of the entire organization.

vi)  Good plans must contain alternative coursesaifon to more
possible changes as they arise.

Planning is the crucial first step in a businesswy size. If you do not
know where you want to go, you are not very likedyget anywhere!
Even more important, it is essential for every bass to formulate a
written business plan. Large corporations have lwagnt to follow

their lead. This business plan must include allde&ils of where the
business is going and how it will get there in &lletted time.

A business plan is a written document prepared ey individual
entrepreneur or partners, that describes the gaats,objectives of the
business. Along with steps necessary to achiev&tgoals. Preparing a
business plan therefore, is one of the most ugbfngs that any small
scale entrepreneur should do before embarking emoperations of the
business. A business plan can serve as both arbltuépfollow and as
a tool that you can use to get financing. Once @iness plan has been
completed, there are many uses to whicltait be put. First and
foremost, it is a pre-requisite for talking to antge capitalist, and other
investors. For borrowing money, it is also the imi@ot document your
banker will want to see before considering yourliappon for a loan.
As a rule of thumb, the more you want to borrowth@ more you want
to raise from investors, the more thorough youiiress plan must be.

A second major use of your business plan is asidego direct your
operations. Like a blueprint for a house, your phath tell you what
you are going to do. Many small-scale entreprenesestheir business
plans for the critical set-up and expansion penbaperations. In this
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way, they will be both on target and on budgetdach that objective.
Consider factors as availability of materials, ydwsiness’s capability
for production and delivery, your need for moneyit@nce growth, the
need for new products, the state of the econonypum state or country
and any trends you can identify among your comprstit All are
important ingredients in the initial section of yquan.

When you have complied with all the above data,rywext task is a

write down all the steps that are necessary tohrgaar business goals.
You must consider the following: what suppliersivié involved, how

employees will be trained, how many new employedk he needed

and in what departments, what machinery will bededeand how much
it will cost to buy or lease, what machinery canrbpaired, whether
new marketing and advertising programme will bedeeeand, if so,

what they will cost, whether the factory is adequat needs to be
upgraded, whether the factory is automated sufftidgo complete, and
similar questions that apply to your specifiasiness. Another very
important point to be considered is money: wheréno it, and exactly

how much is needed, must be determined.

Once you have established the overall objectivegoof business and
then listed all the specific tasks necessary taeaehthese objectives,
your are ready to begin to set monthly, quartedgd annual sub-
objectives. At this point, you establish the specsteps that must be
taken each month. Only by having this bluepointfatbow can any

business ever expect to progress. If you find yioat fall behind in any
given month or quarter, you will know how much exéffort is required

to get back on track again.

4.0 CONCLUSION

Planning is an important aspect of management aigdtihe first stage
involved in setting up business. You should haveordhgh
understanding of planning as it determines theiNtland profitability
of the business planning is the thoughtful deteatiam of what wants.

5.0 SUMMARY

This unit has discussed the nature of plannirsgemtial features of
planning, various classes, steps and the charstaterof planning. The
entrepreneur should have good background on plgnmnorder to
achieve efficient management.

6.0 TUTOR-MARKED ASSIGNMENT

Discuss the concept of planning as it affects aggless enterprises.
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1.0 INTRODUCTION

Staffing in management involves the recruitmentpetrsonnel. The
entrepreneur has to ensure that the best persnredruited otherwise
the business will end up being unprofitable. Thamef in recruiting
personnel the logical procedure has to be folloteedchieve the set out
objectives. Staffing is a very important functiohmanagement, as the
personnel determines the pattern of utilizing naman resources.

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

discuss the nature of staff
the nature and process of recruitment
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discuss manager selection
process of placement

3.0 MAIN CONTENT
3.1 The Nature of Staffing

Staffing involves filling and keeping filled the gitons provided for by
the organization structure. Staffing involves efifee recruitment,
selection, placement, appraisal, training and agpment of people to
occupy the positions created by the organizatinrcsire.

Staffing is a function of every manager. It is mloat of the personnel
department. To be sure, this department providésalile assistance,
but in the final analysis it is the job of managersill the positions and
keep them filled with qualified people. The respbilisy for staffing
starts with top-line management and permeates ritiee eorganization.
Although each line manager may not be active igioal recruitment
and selection, he must be certain that his subatesnare properly
developed, trained and in due time promoted. Tims function is as
important as planning, organizing, directing, colilng and co-
ordinating. Naturally, the ultimate responsibilitgr staffing function
lies with the chief executive, for he and his immaggl subordinates are
charged with the future of the enterprisgpeically, the chief
executive must monitor and support the staffinggpmoame. He must be
certain that all managers meet their staffing alan, sometimes a
difficult task.

Of course, we mustrecall that the chief executives staffing
responsibility is passed to him by the broad oédiors. The board, in
turn, bears this responsibility to the sharehold@tse director’'s duty

can be interpreted to mean that he should know vehbeing done to

prepare candidates to replace the to@mnagers and fill other

management positions. It is the duty of theard to formulate a
company staffing policy throughout the organizati@mly by doing so

can the board makes sure that an orderly successioroccur in the

company.

Line managers cannot dispose of their stgffiresponsibility by
assigning it to a staff unit. They may often cafl staff members for
help in this programme. Staff specialists can befulan almost every
phase of staffing process. For instance, they @p im designing an
interview programme. They can aid in determiningirttiraining needs,
etc.
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However, some managers do not have direct accehe tabour market
for recruitment nor do they have the specializedlssiheeded for
selection of employees. But, some line managenmsoddave the time to
perform detailed staffing function. This situatidras promoted the
development of a specialized staff function capmnpersonnel
department to aid and advise line managers in ngedheir staffing
needs. The scope and responsibility of the perdalepartment may be
concerned with the recruitment, selection and piecd of low-level
employees and the maintenance of the paper wodciassd with such
employment.

The staffing of top management positions are lefthe top managers
and board of directors. In other cases, personepadment has broad
jurisdiction including training, management devefgmt, counselling,

compensation, fringe benefit programmes and thaiitezent, selection

and placement of high-level managers. A personnahagement
department with broad authority, then, is closalated with staffing.

However, in this case there is no indication thertasn aspects of the
staffing function are not performed by line managdfor instance, a
staff requisition form is required to be completey the head of the
department where the vacancy exists, noting futitseof the vacancy.
Staffing involves people; it is the life-giving f of any system. It
supplies the human structures that will fulfil corgte plans and vitalize
the organizational structure. The manager's functiof planning,

organizing and controlling can be viewed as esskyntobjective tasks
that are characterized by impersonal features. @nother hand, the
functions of staffing and influencing are concerradohost exclusively

with people. Naturally, this introduces complexstignat are not easily
resolved through logic. Organizational environmaré dynamic. But
the most dynamic factor in organization is the harfzector.

Staffing requires an open system approach. It isechout within the
enterprise, which, in turn, is linked to the ext@rrenvironment.
Therefore, internal factors of the firm such asspanel policies, the
organizational climate, and the reward system, mhesttaken into
account. Clearly, without adequate rewards, itnpossible to attract
and keep quality managers. The external environmweembot be ignored
either. High technology demands well-trainedell-educated, and
highly skilled managers. Liability to meetethdemand for such
managers may well prevent an enterprise from grgwaira desired rate.

Staffing also has its motivational aspects. Celyairiraining and
development as well as compensation and otherirgja#ictivities are
sources of motivation and influence. For anske, promotion brings
along with it not just more money but also esteemd a mark of
recognition of the individual's performance. A néfe is put into him,
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his knowledge and skill become activated, and kisral attitude and
outlook improved. He consequently strives hard ¢oeffective and to
achieve higher standard. Promotion is indeed a tmgtivation. A well-
structured appraisal makes for fairness and engesranutual trust and
confidence, thus creating a congenial atmosphereravkhe manager
can do his work without fear or inhibition.

Therefore, staffing includes recruiting, selectig@lacement, training,
performance evaluation, wage and salary adminisiraaind health and
safety management. Each of these functions istaffday all the others.

The importance of each function varies accordinthésize of the firm
and the skill level of the jobs involved. The highlbe skill level, the
more carefully you must recruit and select; thedowhe skill level, the
more carefully you must train. Although, staffing closely related
therefore, to organizing, it is a separate functbmanagement. Many
writers on management theory do in fact discusSirsaas a phase of
organizing. They say that planning and controllarg basic but closely
related parts of the management process. For restdhe standards of
performance which is used in the controlling precese determined
during planning. Yet, controlling is not discussexda phase of planning.
Also, management function of controlling is closeblated to other
functions of management. For instance, effectiventrob requires
organization structure which is a phase in orgagizBut this does not
make controlling is a phase in organizing. Also toolting invariably
requires some form of communication which is phasedirecting
function. This is to say that each function of ngeraent does not exist
without the other functions of management. This vidy the
management function are described as a process.

SELF ASSESSMENT EXERCISE
Staff quality determines output in Agrobusinessddss
3.2Recruitment

Recruitment involves seeking out prospectiemployees through
various means and receiving applications.mians informing job
seekers that vacancies exist in an organizationtlaewl receiving such
applications. Recruitment is also defined as theeld@ment of a pool of
job candidates in accordance with the human ressipian.

The first step in the recruitment process is tdemap the job description
and job specification. Job description containsrmfation stating the
job title, location of the job in the organizatiorduties and
responsibilities entailed in the job and ekxt®f supervision to be
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provided for the job. Job specification containfoimation stating the
qualification, experience, skill and attributes tiw@der of the job should
pOssess.

The next step in recruitment is to scout aroundlowate qualified
candidates. Candidates are usually located throoglwspaper and
professional journal advertisements, employmentneigs, word of
mouth and visits to college and university campuses

The last step in recruitment is receiving and réicqy of applications.
The purpose of recruitment is to provide a grougafhdidates that is
large enough to let organization select the qualigmployees it needs.
Recruitment can be general or specialized. Gemeraiting which is
most appropriate for operative employees, takeseplavhen the
organization needs a group of workers of a cerkanmd, for example,
typists or sales people. It follows comparativelsnge, standardized
procedures. Specialized recruiting, which is usedhiy for higher level
executives of specialists, occurs wher tbrganization wants a
particular type of individual. In specialized reiting, candidates set
personalized attention over an extended period. Tdwruiting of
university MBA graduates falls somewhere betwe@&sé¢htow extremes.
It resembles general recruiting in the sense thamyncandidates are
screened for a group of openings and many may iael lwith only a
vague idea about their initial jobs, especiallythé first “job” is in a
management training programme. At some companiks, chief
executive officer (CEO) and other top executivesobnee directly
involved in recruiting to symbolize its importante company strategy.
Small firms often have difficulty attracting job @jcations, particularly
those with specialized skills; since large firmsually offer more
security, higher pay and greater opportunity. Thmgny small firms
choose to develop their own skilled employeeruit unskilled or
semi-skilled people and train, them on the job.r&hsre costs involved
in this approach, but the benefits in loyalapd eventual job
performance are often large enough to justify them.

3.2.1 Job and Position Descriptions

This is a written description of a job’s or a pmsits title, duties and
responsibilities, including its location on the anization chart. Before
employees can be recruited, recruiters must hawveesolear ideas
regarding the new employees' activities and respiities. Thus, job
analysis is an early step in the recruitment precésce a specific job
has been analysed, a written statement of its norged location is
incorporated into the organization chart. At theerapives level, this
statement is called the job description; at the agenal level, it is
called a position description. Each box b@e brganization chart is
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linked to a description that lists the title, dstiand responsibilities for
that position. For example, a brief position dgstwin might read as
follows: sales Manager-Duties include hiring, trag) and supervising
small sales staff and administration of sales depants; responsible for
performance of department, reports to division rgana

Once the position description has been detechh accompanying
hiring or job specification is developed. The hgrigpecification defines
the education, experience and skills an individuabkt have in order to
perform effectively in the position. The hiring sgecation for sales
manager might read; position requires MBA degresg fyears’

experience in sales and two years’ supervisory réxpee; energetic,
motivated individual with well-developed interpensds skills.

3.2.2 Sources for Recruitment

Recruitment takes place within a labour market,the pool of available
people who have the skills to fill open positioffi$ie labour market
change everytime in response to environmental facWwhich sources a
human resources department turns or meet its tew@ot needs depends
on the availability of the right kinds of peoplethre local labour pool as
well as on the nature of the positions to be filldesh organization’s
ability to recruit employees often hinges as munhttee organization’s
reputation and the attractiveness of its locatisroa the attractiveness
of the specific job offer. If the people with thppeopriate skills are not
available within the organization or in the locabbur pool, they may
have to be recruited from competing organizationd ar from some
distance away.

3.2.3 Outside Recruitment for Manager and Profesenals

Large companies use various outside recruitmsources to fill
vacancies at different levels of management. Farynt@rge companies,
graduate schools are a major sources of entry-Eveélnew managerial
help. Campus recruitinghowever, has some disadvantages. The
recruitment process can be quite expensive, aisdnibt uncommon for
hired graduates to leave an organization afterdwthree years. When
recruiting to fill middle management and top pasis, many large
companies resort to even costlier and more conaetiiring strategies.
When top quality ability is in short supply, middimanagement
recruitment often requires the services of placdnagencies or the
purchases of expensive advertisement in newspapeds national
publications. And when recruiting is done to fibptlevel positions,
many corporate management’s must turn to execseach firms for
help in locating three or four carefully considenaaspects who not
only are highly qualified but who also can be ezdiérom their present
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positions by the right offer. The difficulties inteat in recruiting outside
the organization, however, especially for seniarelepositions, argue
that organizations should carefully weigh the cagjainst the expected
benefits.

3.2.4 Recruitment from Within

Some firms have a policy of recruiting or promotiingm within except

in very exceptional circumstances. There are thmagr advantages of
this policy. First, individuals recruited from withare already familiar
with the organization and its members, and thisAkedge increases the
likelihood they will succeed.

Second, a promotion from within policy fosters Ithyaand inspires
greater effort among organization members. Finatlys usually less
expensive to recruit or promote from within tharhige form outside the
organization. The major disadvantages of this padi@ that it limits the
pool of available talents, it reduces the chaneg fiiesh view points will
enter the organization, and it may encourage coreplay among
employees who assume seniority ensures promotion.

3.2.5 Selection

Selection involves using application forms, resumagerviews,
employment and skill tests, and reference checks/atuate and screen
job candidates for the managers who will ultimateilect and hire
candidate. It is the mutual process whereby thearorgtion decides
whether or not to make a job offer and the candidigcides whether or
not to accept it (lle, 2000:154). The selectioncess ideally involves
mutual decision. The organization decides whetbenake a job offer
and how attractive the offer should be, ahd candidate decides
whether the organization and the job offer fit bisher needs and goals.
In reality, the selection process is often more-sided. In situations
when the job market it extremely right, several cidates will be
applying for each position and managers at therzgton will use a
series of screening device to identify the mostafle candidate. On the
other hand, when there is a highly qualified exeeubr professional
being courted by several organizations, managerhetorganization
will have it sweeten the offer and come to a qulekision. The level of
personnel hired could also affect the selectiorcgss.

When selecting a new employee, it is important ¢k gourself three
questions “Is he or she qualified for the job” tigs job an improvement
over his or her last job?” and “Will he or she leeepted into the team
concept?” You must address all three questionsaduhe interviewing
process. Work history is important to the first tgoestions, but you
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should not rely on the applicant’s past employersdccurate records.
Legally, they cannot release much information, ahdy are often
reluctant to give any details. Some firms will miibw you to talk to the
applicant’'s former supervisors, and you will only &ble to talk to the
personnel department. Learn to be a good intervieaed you will
locate better employees.

The small business owner-manager must understamdstdps in the
selection process.

3.2.6 Screen or Shortlist Completed Job Applicatias

This involves rejecting applications that do noteméhe minimum
requirements for the job. Each time an employe&ive hired it is
necessary for him to complete an application fofime purpose of an
application form is to obtain specific desired mhation about an
applicant. Through the use of application formss ieasy to determine
whether the applicant has the minimum academic expleriential
requirements of the position and whether iketo be invited for
interview or test.

3.2.7 Testing

Once the application passes the screening processidenced by the
information supplied in the application form, heultbbe subjected to a
test. According to Nwachukwu (1988:110), tests ased as an aid in
selection. One of the major advantages of the figests is that many
tests help in making decisions that are objectingd kess biased than
other devices that are used in selection procelss i§ because it is
easier to show an applicant his score on exammdhian to explain to
him that the panel did not like the way be answereglstions during an
interview.

Different tests measures different traits or skillse major types of tests
are:

General ability test which measures a person’s rgéneaining,
experience and education.

Achievement test which samples and measures thdéicamys
accomplishments and developed abilities.

Aptitude test which measures a person’s mentalityadivel of
reasoning, perceptual speed and adaptability wbagpsition. Note
that intelligence test is an aspect of aptitude tes

Skill test-measures a person’s ability to use &ifipeskill.

Interest test-use selected questions or items e¢otifg areas of
interest or special concern to the applicant

6C



ENT 326 AGRO-BUSINESS MANAGEMENT

Personality test-measures a person’s personals traicluding
emotional, beliefs and dominance. Testing also maglude
computer testing, software, hand-writing analystis,

However, the purpose of testing is to measure egmiis job skills and
the ability to learn the job.

3.3Background Investigation

In this step, the truthfulness of the informatioon@ined in the
applicant’'s resume of curriculum vitae or applicatiform is checked.
Further information can be obtained from the agpiits referees. Also,
previous employers and heads of institutions of d@pelicant can be
called upon to confirm information from applicaRelations and those
who know the applicant can be contacted for theg@ss of confirming
information form-applicant.

3.4Interview

This is the fourth step in the selection processebection interview is
an extension and development of the inevitable imgetvhich takes
place between the employer and the prospective @@l Questions
are designed to test achievement and aptitudse.tltei most commonly
used method of personality assessment. The purpbsaerview are:

1) To elicit information about candidate’s motiveasd behaviour so
as to assess his personality.

2) To check information the candidate may ehalready given
about himself

3) To examine the value and relevance of duperience and
qualifications in relation to job specification.

4) To inform the candidate about the job and comgp&election
interview can be classified into initial screenimgerview and
indepth selection interview.

Initially, screening interview provides a quick &wation of the
applicant’s suitability for the job. Questions asked on experience,
salary expectation, willingness to relocate, etc.

Indepth selection interview finds out more about #@pplicant as an

individual. This type of interview is usually corttad by the manager
to whom the applicant will be reporting to.
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3.5Physical Examination

This is the fifth step in the selection processsltommon practice for
organizations to require that prospective employaégect themselves
to physical examination before a job offer is mad@be purposes of
physical examination are:

) To determine the physical fithess of the appiidar the job.
i) To protect other employees against diseases.

iii)  To establish health record on the applicant.

Iv)  To protect firm against unjust works compensaftlaims.

At times, the physical examination is performeddoynpany’s medical
doctor. At other times, it is performed by medidattors in government
owned hospitals.

3.6Job Offer

Job offer is the last stage in the selection prac@sice the candidate is
successful in the steps discussed above and Istiwss the desire for
employment, he is offered the job. In making thieiobf employment,
many factors such as the required experienced eauadjualification,
test scores, background investigation, and perfoceat the interview
are to be considered. The salary plus benefitsgegrkffered should be
influenced by the availability of the skill requiren the labour market,
specially environmental peculiarities, prevailinglasy and fringe
benefits package, the personal needs and aspsaifahe applicant and
the company salary.

In practice, the actual selection process will varth organizations and
between levels in the same organization. For examible selection
interview for lower-level employees may be quitefpectory: interview
or on tests. Although written tests designed toingefa candidate’s
aptitudes, and intelligence have long been a staplemployment
screening, their use had declined. Many tests hanwed to be
discriminatory in their design and results, andhas been difficult to
establish their job relatedness when they have babjected to judicial
review. In selecting middle or upper level managersthe other hand,
the interviewing may be extensive, sometimes lgsfor hours, and
there may be little or no formal testing. Insteddnatial filling out an

application, the candidate may submit a resume. g&tion of the
formal application may be delayed until after tlod joffer has been
accepted.

For many positions, particularly in management, itieeepth selection
interview is an important factor in the organizatgodecision to make a
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job offer and in the individual’s decision to actep decline the offer.
The most effective interviews: are those that a#t lable to predict the
eventual performance of applicants. They are ugymdinned carefully.
Ideally, all candidates for the same positiare asked the same
questions. Most interviews, however, tend to beldas structured and
deliberate.

Inadequate interviewing can lead to poor employnaegaision. Richard
Nehrbass has identified three common defects ervi@wing that may
produce inaccurate information about job applicafite first defect is
the imbalance of power in the interview situatidine interviewer is
likely to be experienced and at ease, while therwtwee is probably
inexperienced in interviewing and feel ill at easecause the job
represent livelihood, a career, and an important gahis or her self-
image

The second defect of interviews is that they mayseahe job candidate
to adopt “phony” behaviour in the desire to projact image that is
acceptable to the interviewer. Sometimes, the “pat’on by a qualified
applicant is so obviously false or projects an ien@g contrary to the
organization’s style that a less qualifiedndidate who projects a
realistic image is offered the position.

The third defect is the tendency of interviewersasgk questions that
have no useful answer, such as “tell me about gtftirsr “what would
you say is your greatest weakness?” Applicantssisgrthe lack of skill
and preparation of an interviewer who asks such-epeled questions,
may feel uneasy and give superficial answer or mayo second-guess
the interviewer and go off on a lengthy tangent. Mehrbass asserts,
interviews that focus on the requirements of thegad the actual skills
and abilities of candidates will provide interviewenith more useful
information and be better predictors of performantae interview
process may also prove unreliable because of fferidg objectives of
the interviewer and interviewee. The prospectiveleger wants to sell
the organization as a good place to work and mesetbre, exaggerate
is or her qualities. Some organizations have attedhpo reduce this
problem through the realistic job preview (RJP)wimich candidates are
exposed to the unattractive as well as the attaa@spects of the job,
and by using structured, focused interviews to mega more accurate
picture of each interviewee’s likely job performanc

3.7Manager Selection

The task of selecting managers is difficult becanfsthe complexity of
the manager’s job. Since managers must use a \aidety of skills and
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abilities, their section depends on an accuratesassent of candidates’
proven or potential skills and abilities.

3.7.1 Selecting Experienced Managers

Organization may seek to hire experienced manaigera variety of

reasons. A newly created post may require a managerexperience
not available within the organization; a key pasitmay suddenly open
up before there is time to train a replacementa aop performer in a
competing organization may be sought to improve dhganization’s

competitive position.

An experienced manager who is up for selection liysgmes through
several interviews before being hired. Theéerwviewers are almost
always higher-level managers who attempt teess the candidate’s
suitability and past performance, since past perémce is generally
expected to predict future performance. Howevaterviewers often
find it difficult to obtain verified data on a magex’s past performance,
so they must frequently rely on the interview pss;easking questions
that may reveal such desirable qualities as emaltistability, self-
confidence, and good interpersonal skills. In shioterviewers try to
determine how well the candidate fits their ideavbat a good manager
should be and how compatible the candidate’s pefgpn past
experience, persona values, and operating styleiginehe organization
and its culture.

3.7.2 Selecting Potential Managers

Potential managers usually enter the organizatiter graduating from

college. Typically, they take entry level positipasresearch or staff job
or a position in a training programme. Their pariance in these entry
level positions will strongly influence the type ofanagerial job they
eventually receive.

Assessing an individual’'s managerial potential iSiadilt because it
involves judging the future manager on things hesloe has not yet
done. Such an assessment is extremely importamgtimeless, since
potential managers may well determine the futurecesss of the
organization. Most assessments of prospective neasalgegin with
review of college grades, even though, except éohnical positions,
college performance does not seem to be strongbipceded with
managerial performance. Other aspects of the @legord can provide
some insights into non-academic abilities, suclerpdgrsonal skills,
leadership qualities, and ability to assume regpditg. For this reason,
many organizations look for evidence of extraculac managerial
interest or experience.

64



ENT 326 AGRO-BUSINESS MANAGEMENT

Finally, like experienced managers, prospective agars may be
interviewed extensively to determine whether thegveh what the
interviewers consider an appropriate personal $tyla manager.

3.7.3 Assessment Centres

Another method that has proved effective in sabgctiqualified
candidates is the assessment centre. Under thioagbp candidates
participate in a wide range of simulation exeraigele trainer observes
note and assess their behaviour. One common egascibe in-basket,
in which the candidate is informed that he or sag jnst been promoted
to a newly vacant position and will have to leav@n soon to attend an
important meeting. The candidate is given one houdeal with the
memos, letters, reports, telephone messages, &aed wiaterials in the
previous incumbent’s in-basket. The candidate rhastlle each item in
the most appropriate manner, and in manyesawill have an
opportunity to explain or discuss his or her dexisiin a follows up
interview.

In the activity known as the leaderless group dismn exercise,
participants are given problem requiring a groupigien. The way the
candidates handle themselves in this situation shédp reveal their
leadership qualities and interpersonal skills. Gdaigs may also
participate in management games geared to the tdvidle job being
filled, make oral presentations, and take any nundietests probing
their mental ability, and general knowledge of ngeraent potential.
Assessment centres can serve as part of a manageesEiopment
programme. In fact, some graduate schools of bsse#®e assessment
centre techniques to guide an individual's selfedlegment programme.
Unfortunately, only a few relatively large, sucdes®rganizations can
afford the assessment centre approach, whypically involves a
number of assessors working with a small group asfdaates over a
period of several days.

Assessment centres have come under criticism car gitound besides
cost. Richard Klimoski, for example, points outttiize tests focus on
maximum performance under certain conditions rattie@n typical
performance. They prove that a person can perforefl without
evidence that he or she will perform well (Lovemhgil979:4)

3.8Placement
Placement deals with writing of appointment letteporting for work,
induction and orientation of the employee. Oncedéeision to hire the

individuals is made, he should be written to asns@s possible.
Applicants appreciate prompt action from emgpls. All employees
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who receive letters or appointment should be gavéime limit to accept
the offer of employment after which the offer is deato elapse.
Applicants who were not offered employmentouldd be advised
because it makes for good public relations. Aceagdio Nwachukwu

(1988:118), appointment letter should not be tdeftand should states
as clearly as possible the following:

)] the position offered to the employee;
i) the salary attached to the position;
iii)  the working arrangements.

According to him, other pertinent information tlzainnot be in the letter
of appointment should be communicated to him dummlgiction period.

Once the employee reports for duty, it is veryiperit that induction or
orientation programme is organized to ease theainghock that an
employee is exposed to in unfamiliar environment.

Induction is designed to provides an employee \géheral knowledge
of future activities, requirement methods, etc.oagged with his job.
Orientation implies to make an employee familiathwa situation or
surroundings (Hornby 1975:602). Since the two termduction and
orientation or socialization, are closely interteth we shall use the
terms interchangeably.

Accordingly, orientation or socialization is desgghto provide a new
employee with information he or she needs to cotably and

effectively in the organizations. Typically socmdtion conveys three
types of information:

1. general information about the duty work routine,

2. a review of the organization’s history, purposperations and
products to services as well as howe thmployee’'s job
contributes to the organization’s needs; and

3. a detailed presentation, perhaps in a brochwg, the
organization’s policies, work rules and employepdjis

Many employees feel anxious on entering an orgéonrzaThey worry

about how well they will perform in the job; thewd inadequate

compared to more experienced employees; and tleeyomicerned about
how well they will get along with their co-workersEffective
socialization programmes reduce the anxietynetv employees by
giving them information on the job environment ayd supervisors by
introducing then to co-workers, and by encouragithgm to ask
guestions.

Early job experience (when the new employee’s etgtens and the
organization’s expectation confront each othernsée play a critical
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role in the individual’'s career with the organipati If the expectations
are not compatible, there will be dissatisfactidmurnover rates are
almost always highest among an organization’s newl@yees. An
important aspect of job satisfaction, for workassthe assurance that
employees can work for the company’s good withceglecting their
personal education’s. One of the most pressingearoscin this area is
adequate child care.

4.0 CONCLUSION

The staff to be employed should be carefully seléh order to select
the best that will contribute to the growth and elepment of the
business. Not only that competent people are eraglothey should be
willing to work.

5.0 SUMMARY

This unit has discussed the nature of staffingyuiguent, selection and
placement. People employed should be provided théhopportunity of
going for training in order to enhance their sckpewledge.

6.0 TUTOR-MARKED ASSIGNMENT

Discuss the logical steps involved in recruiting thest personnel for
effective operation of agrobusiness.

7.0 REFERENCES/FURTHER READINGS

Akpala, A. (1993). Management: An Introduction &hé Perspective.
University of Nigeria Nsukka.
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1.0INTRODUCTION

Controlling is part of the management function vhimeasures and
controls the performance of activities of subortisan order to make
sure that enterprise objectives and plans devittathadhem are being
accomplished. Controlling ensures that specificedates are followed.
It is the responsibility of the entrepreneur to ewstiand the specific
schedules and follow them.

2.00BJECTIVES
By the end of this unit, you should be able to:

discuss the nature of controlling
discuss the requirement of an effective controtesys
discuss the step in the controlling process.

3.0 MAIN CONTENT

3.1 The Nature of Controlling

The managerial function of controlling e measurement and
correction of the performance of activities of sudates in order to
make sure that enterprise objectives and plansseéeéviare being

accomplished. Controlling can be defined as tbgulation of work
activities in accordance with pre-determined plaosas to ensure the
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accomplishment of organization objectives. The #&mpnd good
definition of control is the process of ensagrithat actual activities
conform to planned activities.

Controlling can be seen as an element of managesks and involves
the measurement and correction of the performahd¢keosubordinates
to make sure that the objectives of the enter@ise the plans devised
to attain them are accomplished efficiently andneeoically. It is also a
process of checking or monitoring and correctirgdbtual performance
of the subordinates so as to conform to standarfbrpeance. Control
consists of verifying whether everything occursconformity with the
plan adopted, the instructions issued and prinsigstablished. Its
objective is to point out weaknesses and erromsrder to rectify them
and prevent reoccurrence.

Controlling is the point at which the carefully neaglan can collapse
unless something is done to ensure that the firmasing toward its

goals. If it is not, there should be some way wognize that fact soon,
so that you can pinpoint the problem and correcAiitthe end of each
month you will need to check the progress of eaddiness plan against
actual work done. Without a monitoring system, pesg will be non-

existent. Most successful large and growing fornaweha closely

monitored and controlled goal.

It is important to recognize that control is espégicrucial to a small
business because the margin to cover mistakes rsisow. You just
cannot afford to take the chances a large busicess afford. For
example, with the high cost of money today, thedné® inventory
control is essential. If you do not have a systéat tells you quickly
and accurately how much materials you are supptsdtve at hand,
how will you know whether there has been loss, sasr worse
pilferage?

Controlling should not be done in a way that wilggest that you do not
trust your people, even if in fact you do not. Goling operates on
everything, things, people and actions. It is tthes function of every
manager, irrespective of the size of the busineganization. Some
managers particularly at lower levels forget thdte tprimary
responsibility for the execution of plans, and cohis, therefore, an
essential managerial function at every level.

Planning and controlling are basic but closely teglaparts of the
management process. Managers plot their dutcourse through
planning and the standards of performance whichused in the
controlling process are determined during plannBgt even the most
carefully prepared plan is not guarantee of sucddssrefore, managers
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need to take definite step to keep things headdtidrright direction.
Controlling does this and complements planning ibyroducing
corrective action as the plans are being implengente

Management function of controlling is closely relhtto other functions
of management. For instance, effective control ireguorganization
structure which is a phase in organizing. Also, tamhng invariably
requires some form of communication, and frequetttére is decision-
making as well. This is to say that controlling sle®t exist without the
other functions of management. This is why the rgan@ent functions
are described as process. The base of comrohe fact that the
outcome of plans depend on the people waoycthem out. For
instance, a poor education system cannot be ctedrbl criticizing its
products, the unfortunate graduate; a factamgning out inferior
products cannot be controlled by their consignntenthe scrap heap;
and a firm plagued with customer complaints carvetcontrolled by
ignoring. Responsibility for controllable deviat®ories whoever has
made unfortunate decisions. Any hope of sbholg unsatisfactory
results lies with in changing the future actiongha responsible person,
through additional training, modification of proceds, or new policy.
This is the crux of controlling the quality of magment.

There are two ways of seeing to it that the resptgpeople modify
action. The normal procedure is to trace the cafsensatisfactory
results back to the persons responsible for itgidhem to correct their
practices. This may be called indirect control. dmery enterprise,
hundreds, and even thousands, of standards ardopesieto compare
the actual output of good or services, in termgudntity, quality, time
and cost with plans. A negative deviation indicatesterms of goal
achievement cost, price, personnel, labour-hourmachine-hours, that
performance is less than good or normal or standaddthat results are
not conforming to plans.

The alternative in the area of management is teldpvbetter managers
who will skillfully apply concepts, techniques, apdnciples and who
will look at managing and managerial problems fraraystem point of
view, thus eliminating undesirable results causggdior management.
This may be referred to as “direct controlhe principle of direct
control embraces the idea that much of the respiitsifor negative
deviations from standards can be fixed by applyimgdamentals of
management. It draws a sharp distinction betweefoipeance reports,
essential in any case, and determining whether gssaact in
accordance with established principles in carryirgyut their
responsibilities. The principle of direct contréhen may be stated as
the higher the quality of managers and their subatds, the less the
need for indirect controls.
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The extensive adoption of direct control must await wider
understanding of managerial principles, functiomsl dechniques as
management philosophy. Moreover, as progress isemadraising,
managers as manager, we can expect direct coatlm tmore practical
in meaning and effectiveness. Because of the irapoet of control to
small business management we shall discuss contdeitails.

3.2Requirements of an Effective Control System

To maintain effective control, certain principlasrequirements must be
adhered to. Koontz_ et a01980:721) and Appleby (1981:138-139),
discuss the principles of effective control. A ewiof such discussions
show the requirements of an affective control syste include the
following

3.2.1 Controls Require Plans

It is obvious that before a control technique canused or a system
devised, controls must be based on plans, andtlieatlearer, more
complete, and more integrated plans are, the nfégetiee controls can
be. It is as simple as this: There is no way marsagan determine
whether their organizational unit is accomplishimgpat is defined and
expected unless they first know what is expected.

Controls are the reverse side of the coin of plagqnFirst, managers
plan; then become the standards by which desirgonacare measured.
This simple truth means several things in practioee is that all
meaningful control techniques are in the first anse, planning
techniques. Another is that it is fruitless to toydesign control without
first taking into account plans and how well theg enade. This simple
truth is nowhere better illustrated than in thenptd budgeting. As will
be recalled from the earlier discussion, planninddets were identified
as a type of plan, that numberized plans. To laokwdgeting only as a
form of costing trends makes it meaningless anffentve. Yet, even
today, some businesses and many government agemzesther kinds
of organizations appear to view budgetingisth(Koontze et al
1980:721-722).

3.2.2 Controls Requires Organization Structure

Since the purpose of control is to measure aawidnd take action to
ensure that plans are being accomplished, we nhestkaow where in
an enterpise the responsibility of deviating frolans and taking action
to make corrections lie. But we cannot know whbeeresponsibility is
clear and definite. Therefore, a major pre-reqeigif control is the
existence of organization structure and ashi case of plans, the
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clearer, more complete, and more integrated thigtire is, the more
effective control action can be.

One of the most frustrating situation managersfocahthemselves in is
knowing that something is going wrong in their canmp, agency, or
department and not knowing exactly where the resipdity for the
trouble lies. If costs are too high, a pied contract is late, or
inventory is beyond desired limits, but managersdoknow where the
responsibility for the deviation lies, those in & of an operation are
powerless to do anything about situation.

In a company, for example, reports show that inmgntvas millions of

naira above the level deemed necessary. When yngquais made about
who was responsible for inventory planningd aoontrol, it was

disclosed that no one below the president of thepamy had this
responsibility, and that, because of his other dehmg duties, he could
not personally control inventories. Complete adheeeof a control

system to organizational structure therefore, htedpdentify:

c) individual authority and responsibility;

d)  who reports to who;

e) the manager in the organization structtggponsible for the
control of an activity or activities

3.2.3 Controls Should be Flexible

A control system should have a built-in flexibilitp adjust to new
situation. Thus, when organizational environmerdnges, control will
change also, for instance, the budgetary contrsliesy as a method of
control. Typically, the amount of expenses allowed sales department
is based on expected sales in the coming peripdholivever, the sales
within the period double, the manager cannot beeebgal to stay within
his allotted budget. There must be some flexibititylt into the system
so that he can cover the added expense resulting thiis substantially
increased amount of business.

3.2.4 Control should be Economical in Operation

A system of control should not cost more than itwierth. Before
adopting a particular control system, it is necesda ascertain the
contributions the control system would make todhganization and the
consequences of not having it. Therefore, a corgystem should be
cost effective and worth the expenses involved.
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3.2.5 Controls should be Understandable

How control works and what standards are shouldrzkerstood by the
managers. Also, how control works and the standamsisd should
become less complex as it extents further down m@nagement
hierarchy. Therefore, presentation of control infation in a way
management can understand, is vital. Some conttblt are

mathematical in nature, such as complex break-esherts, are not
understood by many managers. In this connectiomagerial training

schemes are important to familiarize managemert thiégse techniques.
Some people, such as certain statisticians anduataas, like their
information in forms of complex tables of data teoluminous for

computer print out. In such cases, let them havthat way. Other
people like their information in chart form; if sib,should be furnished
this way. And a few people, such as scientistsrmathematician, even
like their information in mathematical modirm; in this event it
should be given to them that way. And it is sometimsaid that if people
will not understand the information they need iry ather way, we
might consider giving it to them in comic-book farmhe important
thing is that people get and understand the infaomahey need.

Many are informed experts in statistical methodsnputer technology,
or exhaustive analyses, fail to communication theamng of their
control data to the manager who must use them. tfGnstaff and
departments often develop information thatl wibt be used by
managers because it is not simple enough or adaptdte manager’'s
understanding. This is, of course, one of the @misl of data processing
systems. Too often, the output consists of thousanhdheets of printout
that many people cannot or will not understand usel

What is said about tailoring information for undargling can be said
also of control techniques. Even quite intelligpabple may be “turned
of “by some of the sophisticated techniques of ¢éxpert. There are
highly sophisticated techniques of planning andtr@adrwhich may fail

in practice simply because the systems either wetecomprehensible
to the people who had to use them or appeared towdeomplex for

them. Intelligent experts in these matters will trgtto show others how
proficient they are but will rather design a systatrihe level of easy
comprehension so that people will use it. Such egeill realize that if

they can get 8 percent of the benefit with a famyde system. this is
far better than obtaining no benefit from a morgequ, but unworkable,
system.
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3.2.6 The Control System should fit the Organizatinal
Climate

To be most effective, any control system or techaignust fit the

organizational climate. For example, a tight consgstem applied in an
organization where people have been given condtefaeedom and

participation may go “against the grain” that it wid be doomed to
failure. On the otherhand, if subordinates havenbswmnaged by a
superior who allow little participation in decisianaking, to have a
generalized and permissive control system w@obbrdly succeed.
People with a low desire to participate, who have not been
accustomed to participating, are likely to wanthve clear standards
and measurement and be told what to do (Koontg 2980).

3.2.7 Control should be Objective

Elimination of subjectivity lessons possible areasonflict and keeps
the manager’'s personality from affecting judgments subordinate
performance. Management necessarily contains mamylied decisions
too late to be of immediate use, and canuksed only for future
planning. Computer and electronic accounting mahihave speeded
up data processing and this will mean more recata will be available

3.2.8 Controls should show Exceptions at Select@dints

This is the principle of control. It is also callemanagement by
exception. This principle states that effectivenessontrol demands
that management should identify points ofcegtion, i.e. small
deviations from plan which are not very significaahd can be
overlooked. Note must be taken of the varying reatirexceptions, as
small exceptions in certain areas may be of gresitgrificance than
larger exceptions elsewhere.

3.3 Steps in the Control Process

According to Koontz etal1980:722), the basic control process involves
three steps: establishing standards; measuringrpeathce against these
standards; and correcting deviations from standandsplans

Akpala (1993:138) asserts that the controlling psscis made up of
four steps which must be applied regardless of dhsvity being
managed and they are:

) establishment of standards which we said is dureng planning

function;
i) measuring of performances;
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iii)  comparing of performance against the standams ascertaining
differences, if any
Iv)  correcting unfavourable deviations from starmisar

Also Appleby (1981:137-138), asserted that the robniprocess
involves: setting standards, measuring performaagainst standards
feedback of results, and correcting deviations febamdards.

However, Mockier's (1984:2) definition of coot points out as
essential elements of the control process. Accgrdio him,
management control is a systematic effort to seiopeance standards
with planning objectives, to design information dback systems, to
compare actual performance with those pre-detemnstandards, to
determine whether there are any deviations and &asore their
significance, and to take any action required &uees that all corporate
resources are being used in most effective andiexfti way possible in
achieving corporate objectives. Mockler's defintidivides control into
the four steps, namely,

)] Establish standards and methods of measurirfignpeance.
i) Measure performance.

iii)  Determine whether performance matches thedzteth

Iv)  Take corrective action.

From the foregoing, we state that the steps irctimrolling process are
as follows:

a) Establish standards of performance and adstlof measuring
actual performance.

b) Measure the actual performance.

c) Compare actual performance with standard pediaoa.

d) Correct deviations if any from standards of parfance.

Let us discuss each of above steps

3.3.1 Establish Standards of Performance andlethods of
Measuring Actual Performance

Standards are criteria against which actual restdis be measured
(Akpala 1993:138). Standards are by definition g$ympriteria of
performance (Koontz et,al980: 723). They are the selected points in
an entire planning programme where measures obipeaince are made
SO as to give managers signals as to how thinggamng without their
having to watch every step in the execution of lan
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But the establishment of standards is actuallyaamhg activity, whose
operation spans between planning and controllingd gis is another
indication of the closeness in the relationshipMeein the functions of
planning and control (Akpala, 1992:138).

Because plans are the yardsticks against whichralermhust be devised,
it follows logically that the first step in the dool process would be to
establish plans. However, since plans vary in tegd complexity and
since managers cannot actually watch everythinggiapstandards are
established. Standards may be of many kinds. Anmibieg best are
verifiable goals or objectives, whether stated inargitative or
qualitative terms. Because end result for whichpe@re responsible
are the best measures of plan achievement, thayskurexcellent
standards of control. These goals or standardseglsas others, may be
stated in physical terms, such as quantities oflyets, units of service,
labour hours, speed, or volume of rejections mayekpressed in
monetary terms such as volume of sales, coststatapipenditures, or
profits. They may also be expressed in verifiahlaligative terms or in
any other way that can give a clear indicationexfgrmance.

In service industries, standards and measuremaight include the
amount of time customers have to wait before ghalae is answered,
or the number of new clients attracted by a revampdvertising
campaign. In an industrial enterprise, standardsmaeasurements could
include sales and production targets, work attecelgjoals, and safety
records.

In a university, standards of performance mightude the range of
scores by students while examination serves asthoch@f measuring
actual performance.

3.3.2 Measure the Actual Performance

Once standards of performance and methods of megsactual
performance are established, the next step in tmral process is
measurement of performance to see how much hasdwmeved. Like
all aspects of control, this is an ongoing repeditprocess, with the
actual frequency of measurements being demende the type of
activity being measured. Safe levels of gas padidh the air, for
example, may be continuously monitored in a marufagy plant,
whereas progress on long-term expansion objectwag need to be
reviewed by top management only once or twice & yea

Similarly, a bank manager might be required to drenmcustomer

waiting time on a continual basis. Still good magragavoid allowing
extended periods to pass between performance negasots.
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If standards are appropriately drawn and if meares available for
determining exactly what subordinates are doingyraipal of actual or
expected performance is fairly easy. But there raeay activities in
which it is difficult to develop accurate standarded there are many
that are hard to measure. It may be quite simpépeaally with
techniques of time and motion study, to establkgiolr hour standards
for the production of a mass-produced itangd it may be equally
simple to measure performance against these stidart if the item is
custom-made, the appraisal performance may be midable tasks
(Koontz et al, 1980:723).

However, Massive and Douglas (1973:316) say thHamahsurements
are accurate only to limited degree. In-spite dfthése limitations,
managers should make reasonable efforts to meathee actual
performance of their subordinates. Because of tlif@cudty of
performance measurement in certain activities, ethesx need for
supervision. Supervision is an exercise that esstivat performance is
in line with established plans. Akpala (193:140yss#hat supervision
basically involves the superior having to obsethe @ctivities of his or
her subordinates. It is much of the work perfornmmsd lower-level
managers, but this depends on the nature of acimiolved and the
type of organization. Thus, supervision very necessary when
measuring the performance of students through exatmans. It can be
seen that the exercise of supervision done in cobinig is also what is
involved in directing function. We can seeonfi this the close
relationship between the function of controllingdasther functions of
planning, organizing and directing. However, theoant of supervision
necessary depends upon such factors as the egrpafrtise superior, the
abilities and skills of the subordinates and theursa of the work
environment (Akpala, 1993:140).

Measurement of performance also calls for feedbdrknging the
observed performance to the notice of the manageawenes under the
concept of feedback. Feedback here is informatimutthe result of a
set of actions passed back to the person in chsogthat necessary
actions can be taken. This feedback to the manageoneactual results
help managers to move to the next step in the alinty process which
Is comparing actual performance with standard perémce.

3.3.3 Compare Actual Performance with Standard
Performance

This step has do with determining the amount okagrent between
established standards and actual results. The@asal comparison can
take place at or away from the point of operatiad ds purpose is to
determine whether deviation from establishedfqggmance standards
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has occurred and whether these conditions shouldbrioeight to
management’s attention (Akpala, 1993:14). Thughd actual results
from operations conform to standards set previQusbghing happens,
although it is recommended the managers should @mntheir
subordinates for meeting established organizatistadards. However,
if the actual performance shows significant dewiadi from established
standards, this calls for corrective action.

3.3.4 Correct Deviations from Standards of Perforrance

This has to do with taking corrective action. BaBig corrective action

is concerned with either correcting unfavolegaldeviations from

standard performance or altering future standamfiopeance criteria.

However, in order to undertake corrective actidme tnanager must
identify the real problems causing the deviatiods. must therefore,
develop, analyse and choose among alternative agipes to overcome
these deviations (Akpala, 1993:141). Correctivaoacimay involve a

change in one or more activities of the organizetjar it may involve a
change in the standards originally established. &@mple, the bank
manager may discover that more counter-workerseeded to meet the
five minute customer-waiting standard set by thekban order cases,
control can (and often do) reveal inappropriate (kaggh or too low)

standards. Under these circumstances, the comeatitton may involve
a change in the original standards.

In summary, a manager may correct by redrawing ptesis or by
modifying his goal. Or he may correct organizingdtion through re-
assignment or re-clarification of duty, by addiabrstaffing, better
selection and training of subordinates or by ultemaationalization of
staff. He may correct through better directingleiuexplanation of jobs,
change of factors or through different leadershypes All these show
the interrelatedness of the management functidiqdla, 1993:142).

A corrective action can be immediate and basics Théans correcting
or rectifying the situation now and returning te@asition of normality.
After then, the manager will be concernedhwihe cause of the
deviation, and method of avoiding future occurrence

Another important element in the corrective actigmocess is
disciplinary action, which involves application sdme form of venality
in order to improve future behaviour. This is theks aspect of the
corrective action. It may also take the form ofroarThis therefore,
highlights the close relationship between directsgecially motivation
and the controlling function.
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3.4 Subordinates Reaction to Supervisory Control

We have seen that controlling requires supervisidrich is overseeing
the activities of the subordinates. Therefore, sdibates’ reaction to
supervisory control include the following:

3.4.1 Compliance

Workers comply willingly since the are accustomedhe imposition of
controls.

3.4.2 Purposeful/Deviation
Subordinates devise innovative method of deviatdod also keep the
deviation from being discovered. But this depends the skill,

knowledge and experience of the manger.

3.4.3 Aggressive Attack

Workers can aggressively sabotage the condggtem, make the
accountability to be shifted from one group to &eot etc.

3.4.4 Absenteeism

Individuals can increase the rate of absence flmmork place so as to
escape supervisory control temporality.

3.4.5 Resignation
Workers leave the organization permanently.
3.4.6 Apathy

Subordinates can develop an attitude of indiffeeciogvards present and
future conflicts over control.

3.4.7 Transfer

Individuals can transfer to other departments wiergrol requirements
are not so stringent.

3.4.8 Join Informal Groups

Subordinates can establish or join informal gragpsffset the pressures
generated by controls.
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3.4.9 Join Labour Union

Workers can join informal labour union if the infieal groups are not
adequate to offset pressures generated by controls.

3.5 Critical-Point, Standards and Their Types

As indicated above, the establishment of dseds furnishes the
yardstick against which actual or expected perfoceas measured. In
a simple operation, a manager might control throogreful personal
observation of the work being done. However, in noperations, this is
not possible because of the complexity of the djmera and the fact that
a manager has far more to do than personal obgewfermance. A
manager must then choose points for special atter#nd then watch
them to be sure that the whole operation is prdogeas planned. The
point selected for control should be critical, me tsense either of being
limiting factors in the operation or showing bettéan other factors
whether plans are working out. With such standardanagers can
handle a larger group of subordinates and thenetrgase their span of
management, with resulting cost savings and imprawe of
communication.

The ability to select critical points of control @ne of the arts of
management, since sound control depends on thethislirtonnection,
managers must ask themselves such questions asbestareflect the
goals of any department? What will best show me tinase goals are
not being met? What will best measure critical apens? What will
inform me as to who is responsible for any futuvéf?at standards will
cost the least? For what standards is informatesonomically
available? Every objective, every goal of many plag programmes,
every activity of these programmes, every polioyerg procedure, and
every budget become standards against which aauaéxpected
performance might be measured. In practice, howetandards tend to
be of the following types

3.5.1 Physical Standards

These deal with non-monetary measurements and canenon at the
operating level where materials are used, laboupl@yed, services
rendered, and goods produced. They may reflect tuative

performance such as labour hours per unit of ougunds of fuel per
horsepower produced, tonne-miles of freight traffarried, units of
production per machine-hour, or feet of wire per td copper. Physical
standards may also reflect quality, such hasdness of bearings,
closeness of tolerance, rate of climb of an aimplaturability of a fabric
or fastness of a colour. These standardstlaebuilding blocks of
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planning, since whether management must chooseebatwlternative
policies, organizational configuration, procedur@syesources, it must
always analyze the rival programmes in terofs their physical
elements, determine the financial implications olese elements,
integrate or synthesize the elements into prograsremne select the best
programmes it can devise. To the extent that phlsiandards can be
the building blocks of planning, they are also thedamental standard
for control.

3.5.2 Cost Standards

These deal with monetary measurement and, likeigdlystandards, are
common at the operating level. They attach moreeslto the costs of
operations. lllustrative of cost standard, suchelyidused measures as
direct and indirect cost per unit produced, laboost per unit or per

hour, material cost per unit machine-hour costsst cper plane

reservation, selling cost per unit or unit of salasd cost per foot of

well drilled.

3.5.3 Capital Standards

These are varieties of cost standards, arising ftleenapplication of

monetary measurement to physical items. But there i@ do with the

capital invested in the firm rather than with opiig costs and are
therefore, related to the balance sheet rather tti@mncome statement.
Perhaps, the most widely used standard for newstment, as well as
for overall control, is return on investment. Thpital balance sheet
will disclose other capital liabilities, debt totngorth, fixed investment
to total investment, cash and receivable to pagaliletes or bonds to
stock, and the size and turnover of inventories.

3.5.4 Revenue Standards

These arise from attaching monetary values to sdleey may vary

from such standards as revenue per bus passengeeltage sales per
customer and sales per capita in a given markat are

3.5.5 Programme Standards

A manager may be assigned to install a variableggbugrogramme, a
programme for formally following the developmentrew products, or

a program for improving the quality of a sales &rc

3.5.6 Intangible Standards

More difficult to set are standards not expresseegither.
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3.5.7 Goals as Standards

However, with the present tendency for better-madagnterprises to
establish an entire network of verifiable qualitator quantitative goals
at every level of management, the use of intangitdadards, while still

important, is diminishing. In complex programme &Fi®ns as well as
in the performance of managers themselvesgenmo managers are
finding that through research and thinking, it asgible to define goals
that can be used as performance standards. Wihilguantitative goals
are likely to take the form of qualitative goalsyantitative goal

represents a new development in the area of stnfiarexample, if the

programme of a district sales office is spelled twtinclude such

elements as training sales people in accordan¢eayiian with specific

characteristics. The very fact of plan and its ahtaristics furnish

standards which tend to become objective and, fibrexgtangible.

To Monitor Progress and Correct Mistakes

One reason control is needed, is to monitor pregaesl check mistakes.
This is because control operates through establistendards set as part
of the planning, compares actual performance agatsdards and

corrects deviations from standards (Akpala, 199813

To Cope with Change

The one variable that is constant in this worldclenge. Therefore,
change is an inevitable part of any organizati@mgironment.

To create Faster Cycle

Control is needed so as to speed up the orderlitcedecycle. It is one

thing to recognize a customer demand for an imptaeasign quality or

delivery time. It is another to speed up the cyai®lved in creating and
delivering these new product and services to custeminfact, today
speed will be the standard, especially the spedi which orders are
filled. Therefore, effective control is essential this process since it
allows managers to monitor quality delivery spemdger processing and
most important of all, whether customers are ggtivhat they want

when they it.

To Add Delivery
Speedy cycle times are ways to gain competitiveeedglding value is
another. According to Ahmae (1988:1449-156), anapization’s true

objective should be to add value to its productservices so that
customers will buy it in preference to psoduct or competitor’s
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offering. Most often, this added value takes thenf@f above average
quality achieved through exacting control proceduf@ome companies
can add value by increasing quality and roftge additional safety
feature.

To Unite Workers from Different Backgrounds and Cultures

Control procedure helps to focus the efforts of agans, and employees
without regards for their educational or culturatkgrounds. In fact, the
clear trend is toward participative, consultatiyppr@ach to management
functions, including control. Under this apach, every employee
shares responsibility for control. Historically, Wiins have used fairly
rigid, autocratic control to manage workers andosdimates. Today,
though, even the word subordinate sounds strangeatty organization
members. So does the idea that a manager is ai@up@toner and
Freeman, 1992:603). Given the better educated viande of today,
most managers believe that rigid functional costrahd hierarchical
structures dampen, rather than enhance workers’ivatioin and
productivity. Furthermore, enlightened managerpeaesthe diversity of
today’s work force, which takes in men and womesmra variety of
cultural backgrounds (Stoner and freeman, 1993:603)

To Facilitate Delegation and Teamwork

The trend toward participative management alsoeemses the need to
delegate authority and encourage employees to wgdther as teams.
This does not reduce the manager’'s ultimate redpbtys of course.
Rather, it changes the nature of the control pmcémder the old
fashioned, automatic system, the manager would ifgpdoth the
standard for performance and the methods for aittyethem. Under
the new, participative system, managers communit&tetandards, but
then let employees either as individuals ortesmms, use their own
creativity to decide how to solve certain work eaygles; progress
without hampering their creativity or involvemenithvthe work.

SELF ASSESSMENT EXERCISE
Discuss the requirement of an effective controteys
3.6 Types of Control

There are four types of management control.Letxpaen briefly what
each of them meant.
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3.6.1 Pre-Action Controls

Pre-action controls (sometimes called pre-contr@ssure that the
necessary human, material, and financial soureesetraside before an
action is undertaken. Financial budgets (to beudised later in this
chapter) are the most common type of pre-actiortrahrsince hiring,
the training, new products and services all requio®ey. Schedules are
another important type of pre-action control, sirtbese preliminary
activities also require an investment of time, sotgce sometimes as
money.

The idea common to all pre-controls is to prevembfems from
occurring rather than to fix them after they happBmus, a budget helps
an organization anticipate expenses and then sete adequate funds
for a project. A schedule helps managers idendifks and then estimate
the amount of time needed for their completionhvdgbme extra time
allowed for unforeseen events and complications.

3.6.2 Steering Controls

Steering controls, also known a cybernetic or feedard controls, are
designed to detect deviations from some standargbal and to allow
corrections to be made before a particular sequeiceactions is
completed. The term steering controls is a simp&taphor derived
from driving an automobile. The driver steers tlae © prevent it fro
going off the road or in the wrong direction. Stegrcontrols are
effective only if the mangers can obtain timely aodurate information
about changes in the environment or about progmsard the desired
goals.

3.6.3 Yes/No Screening Controls

Yes/No controls, or go/no go controls, provide seening process in
which specific aspects of a procedure must be apprmr specific
conditions not before operations may continue. Vodanany
organizations give this type of control authorityline workers as well
as managers and supervisors. Another screeningrotootcurs in
banking where large customer withdrawals miost approved by a
senior teller and one other bank officer.

3.6.4 Post-Action Controls
As the term suggests, post-action, the cause ofdamjation form the

plan or standards are determined and the findingspplied to similar
future activities. Post-action controls aresocalused as a basis for
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rewarding or encouraging service employee (for gtammeeting a
standard may result in a future bonus).

It should be noted that the four types of contr@mely, pre-action,

steering, screening and post-action are not aliggsa Rather, they
complement one another. Fast and accurate infaamdlows are vital

in these types of control since the sooner dewnatiare detected, the
sooner they can be corrected. In most modern agaons, this

information is provided by computerized informatisystems. Because
steering controls provide a means for taking caoiwvecaction while a

project is still viable, they are usually more widased than other types
of control. As a bonus, steering controls let manadake advantage of
deviations from plans that represent opportunit@snew sources of
profit. Steering controls are rarely perfect, hoam\As a result, yes/no
controls provide an extra margin of security whafety is a key factor,

as in aircraft design, or where large expenditues involved, as in

construction programmes.

4.0 CONCLUSION

This unit has discussed controling as a managenfenttion.
Controlling ensures that everything is in confogmitith the plan. This
Is necessary for the business organization to gM@e@anwhile, the
cooperation of every one is required to ensure tti@tobjectives of the
business are achieved.

5.0 SUMMARY
This unit explains the requirement of an effectogntrol system. The
steps involved in control process has also beausisgd. The reader, in

addition to the concept of management, should hawewledge of
controlling as part of management function.

6.0 TUTOR-MARKED ASSIGNMENT

Discuss controlling as a management function iolagsiness
enterprises.
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1.0 INTRODUCTION

In any business organization, the activities cdraat are coordinated in
a way that the objectives will be achieved. Thepscof coordinating as
a function will depend on the size of the businddsst established
businesses, have different units and thereforadthegities of these units
are co-ordinated effectively to ensure that theediyes of the
organizations are achieved. The reader should be iposition to

distinguish between co-ordinating in other forms dlusiness
organizations.

2.0 OBJECTIVES

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

explain the concept of nature of coordinating
approaches to achieve effective co-ordination.

3.0MAIN CONTENT

3.1 The Nature of Co-ordinating

Co-ordinating involves the harmonization of theiundual and group
efforts so as to achieve the organizational objesti(lle, 1999:178). It
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is the process whereby the effort of a pras synchronized or
integrated so that the desired goal is obtainedoi@mation, according
to Stoner, is the process of integrating the ohjestand activities of
separate work unit in order to effectivelgalize the organizational
goals. Akpala (1996:30-31) says that to co-ordingt® develop unity
of action in common purposes by orderly arrangenoérgroup effort

towards a unified integrated achievement of obyesti It is also defined
as the orderly arrangement of group effort so aprtivide unity of

action in the pursuit of a common purpose (Moori&7:5).

From the foregoing, we therefore, state tbatordination involves
seeing that all groups and persons in an orgaaoizatiork efficiently,
effectively and economically in harmony towards #Ehievement of
the common objectives. Without co-ordination, peopind units or
departments would lose sight of their roles witthe organization and
be tempted to pursue their own special intere$tsnat the expenses of
organizational goals.

The necessity for synchronizing individual actiomis@s out of
differences in opinions as to how group goals carrdached or how
individuals and group objectives can be harmoniEen in the case of
a church or a fraternal organization, individuaftew interprete similar
interests in different ways and their efforts tossamutual goals do not
automatically mesh with the efforts of othershiig becomes the task of
the manager to reconcile difference in apgnpatiming, effort or
interest and to harmonize co-operative and indaiidioals.

3.2Approaches to Achieving Effective Co-ordination
Some approaches to achieving effective co-ordinatiolude:
3.2.1 Use of Committees and Task Forces

The use of committees is a well known techniquecimiordination in
organizaions. Akpala (1993:83), citing Trewatha 78:8-1) defines
committee as a group of organizational members getarwith a
responsibility for solving a specific problem orcamplishing a specific
task. One of the most ubiquitous and contsiae devices of
organization is the committee. Whether it is reddrto as a “board”,
“‘commission”, “task force” or “team”, its essentiatures is the same,
for the committee is a group of persons to whomaagroup some
matter is committed. It is this characteristic obygp action that sets the
committee apart from other organization devicesugin, as well will
see, not all committee involves group decision mgkiCommittees are
a fact of organizational life. Although committes® widely criticized,

properly conducted committee meetings used forritjtg purpose can
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result in greater motivation, improved problem swy and increased
output. Because of variation in authority assigtedommittees, much
confusion has resulted as to their nature.

Some committees undertake managerial functions, adhers do not.
Some make decisions, others merely deliberate oblgms without
authority to decide. Some have authority to maammendations to a
manager, who may or may not accept them while stlaee formed
purely to receive information, without making reaoendations or
decisions committee may be either line or staffpeieling upon its
authority. If its authority involves decision magin affecting
subordinates responsible to it, it is a plural exee and a line
committee; if its authority relationship to a supeilit is advistory, then
it is a staff committee.

Committees may also be formal or informal. If ebtdiled as part of the
organization structure, with specifically delegathaties and authority,

they are formal. Most committees with any permapesicstanding fall

into this class. Or they may be informal, i.e.,arged without specific

delegation of authority and usually by some persdasiring group

thinking or group decision on a particular problérhus, managers may
have a problem on which they need advice from othanagers or

specialists outside their department and may calbecial meeting for
the purpose. Indeed, this kind of motivation, ghes occasional need for
gathering together in one room all the authoritgilable to deal with an

unusual problem, gives rise to many of the numermuserences in

organizational life.

Moreover, committees may be relatively permanentthey may be
temporary. One would expect the formal committeesbe more
permanent than the informal, although thisn@ necessarily so. A
formal committee might be established by order ebmpany resident,
with appropriate provision in the organization stwre, for the sole
purpose of studying the advisability of buildingneaw factory and be
disbanded immediately upon completion of its ta&kd an informal
committee set up by the factory manager to advigenu the
improvement of product quality or to help co-ordealelivery dates
with sales commitments might continue indefinitely.

However, the executive who merely calls assistanits the officer or
confers with department heads is not creating a nuittiee. It is
sometimes difficult to draw a sharp distinctionvbe¢n committees and
others group meetings. The essential charactensttbe committee is
that it is a group charged with dealing with a sfiegroblem. The
committee is in wide use in all types of organizas. In government,
one finds a large number of standing and speciainaittees of every
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legislative body; indeed, state and national legiskes are committees,
as are the cabinets of the chief executives of faderal and state
governments. Committees manage many governmentciagenin
education, faculties of great universities, jealofisacademic freedom
and distrustful and administrative rights, tradiadly circumscribe the
authority of vice-chancellors and deans with a agyrcommittees. In
most universities, various standing committees esharadministration
or advise on policy, ranging from the academic,aserand the budget
committees to committees on committees, caatothg committees,
and committees on alumni records, university welfand maintenance
of order during examinations.

Religious institutions likewise lean heavily @ommittees, partly to
encourage active participation by members and ypadt delimit the
authority of leaders. Although their auibormay vary widely,
depending upon the traditions of the sect, comsstteanging from the
church board to the committee in charge of a chwigper, are even
present. Committees are also prevalent in busies®ard of directors
iIs a committee, as are its various constitugroups, such as the
executive committee, the finance committee, theitacmmmittee, and
the bonus committee. Occasionally, one finds an@ssi managed by a
management committee instead of a president. Antbstl invariably
under the president there will be a variety of nggmaent or policy
committees, planning committees wage and salariewecommittees,
grievance committees, task forces for particulajgmts, and numerous
other standing and special committees. Moreoveeaah level of the
organization structure, one or more committeedilkeety to be found.

Therefore, committee aids co-ordination in thaythe

a) pool resources to solve problem;

b) co-ordinate overlapping and conflicting funcsgon

C) ensure prior consultation and lead to tgreacceptance of
decisions; and

d) enable executive to be trained

Thus, through the use of committee, the small lssrowner manager
will be able to solve many problems affecting tlusifive performance
of small business.

SELF ASSESSMENT EXERCISE

Explain the concept of nature of coordination inridgisiness
organization.
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3.2.2 Staff Meeting

Staff meetings are useful, particularly if they arformal. An agenda is
preferable and these meetings should:

give a sense of unity to the work of the organaati

provide an opportunity for subordinates to questsoiperiors and
provide a forum for discussion;

inform staff of new developments and problems

3.2.3 Conferences

These are another method of making group decisitrey aid free
discussion and help to improve understanding of gaorzgy matters and
this face to face communication is an importanttdadn effective
communication.

3.2.4 Programmes

Programmes such as time table, a production pragenmare
instruments of co-ordination. The programmes enabkults to be
compared with standards and actions to be takenewtexessary.

3.2.5 Use of Basic Management Techniques

Relatively modest co-ordination requirements caerobe met through
basic management mechanisms. One of such mecharssrine
organization’s chain of command, which specifidatrenships among
members and units, thereby facilitating the flowirdbrmation. Another
useful tool is the body of rules and proceduresgtes! to let employees
handle routine co-ordination tasks quickly amtlependently. In
addition, the co-ordination of strategic and operal plans can be
achieved by ensuring that all units are workingaoig the same broad
goals.

3.2.6 Use of Effective Communication

The best co-ordination occurs when individuals bes their jobs
contribute to the dominate goals of the enterpriséis implies
knowledge and understanding of enterprise objestivet just on the
part of a few at the top, but by everyone throughbe enterprise. If, for
example, managers are not sure whether the baalcofidheir firm is
profit, quality, advanced techniques or customevise, they cannot co-
ordinate their efforts to achieve true objectiveach would be guided
by his or her own ideas of what is in the intei@sthe firm or without
any such conviction, work for self-aggrandizein To avoid such
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splintering of efforts, the dominate goal of thetegprise should be
clearly defined and communicated to everyone caorezkr

According to Stoner and Freeman (1992) communinatothe key to
effective co-ordination. Co-ordination is directlyependent on the

acquisition, transmission and processing of infdaioma This also shows
the relationship between co-ordinating and dirgcfumctions.

4.0 CONCLUSION
There is need to coordinate activities of the agsotess to avoid

duplication of efforts. The resources should besaively utilized to
guarantee cost effectiveness.

5.0 SUMMARY

This unit considers the nature of co-ordinatiorg afso the approach to
achieving effective co-ordination. The entrepresesmould handle this
aspect of management to ensure that profit is magihn

6.0 TUTOR-MARKED ASSIGNMENT

Discuss the various approaches for achieving e¥ectoordination in
agribusiness enterprise.

7.0 REFERENCES/FURTHER READINGS

Akpala, A. (1996) Managementlllustration from the Household Enugu
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Stoner, J. and Freedman, (199R)anagement.Fifth Edition, New
Delhi: Prentice Hall of India Private Limited
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1.0 INTRODUCTION

You must be introduced to financial analysis regaydhe agrobusiness.
Financial analysis is an important aspect of mamsye¢. The use of
financial ratios will assist the entrepreneur deiee the overall

performance of the business. Even where the owhéneobusiness is
seeking for loan, the financier will like to as@ent the performance of
the business and this done by looking at the firhmecords. Using

financial ratios, areas of weaknesses are easibctdel out. The owner
of the business should be in a position to workthetratios using the
record kept.

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

explain the concept of financial ratios analysis
explain the concept of financial ratios
study the two statements, balance sheet and instate

3.0 MAIN CONTENT
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3.1 Concept of Financial Analysis

Financial analysis involves quantitative statemeswpressed to
determine the soundness of a business organizadtioother words, it
determines the strength and weaknesses of thedsssiit is also the
process of identifying the financial strength andcakness of an
organization by properly establishing relationshgiween the items of
the balance sheet and the profit and loss accdwtimplication, it

guides the management or the manager in takinyaeleand viable
decision. Different managers may wish to adoptedéht methods in
carrying out the financial analysis of their busine

However, in ensuring that results represent the fioancial status of
the businesses, the author may wish to emphasize that there are
known and specific methods of carrying out analysis

3.2 Concept of Financial Ratios

Ratios are important aspects of financial analgsishey are the easiest
and simplest index to reveal the ability of theibess to raise funds to
meet near future expenditure requirements. They raathematical
expressions, which depict the relationship betwe®s variable and the
other. Ratios become clearer and properly undedstbdhe financial
interpretation is given based on the result. Theg g true picture of the
financial status of a business.

The financial ratios include Solvency (liquidity), Asset (Activity)
managemenDebt (leverage) management and Profitability ratio.

3.2.1 Solvency Ratios

Solvency is the ability of the business to pay wgbtdand meet its
obligations as they fall due. Any business thatsgomesolvent cannot
continue to function and its creditors would bewanwilling to lend

more money. The business organization should haeeiglh cash or
near cash securities to pay its short-term delbtsraise it runs the risk
of foreclosure. It is necessary to pay off shontrteobligations with

current assets. At any point in time the busindssulsl have current
assets equal in value to its current liabilitieés.other words, the current
assets should be more than the current liabilitbelse on the safe side.
The current ratio measures the extent to which siert-term assets
cover short-term claims. It measures short termesaly and it is give

by
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TotalCurrentAsset
Total Current Liabilities

If the ratio is low, it reveals weakness but ifist too high it is an
indication of poor management, showing that muak cash or near
cash items are kept. This can be bad espeduring inflationary
period. As a rule of the thumb the current ratioudth not be more than
2:1 and must not be less than 1:1. It represemmi@in of safety for
creditors. The higher the current ratio, the gnettie margin of safety,
the larger the amount of current assets in relawoourrent liabilities,

the more the firm’s ability to meet its currentigations.

Quick/Acid Test Ratio

The acid test measures the ability of the busitegsay off short-term
obligations without depending on the sale of ineels. It is given by

Quick ratio = TotalcurrentAssets—Inventories

Total current liabilities
Business with a high value of quick ratio can suffem the shortage of
funds. Business with low value of quick ratio maalty be prospering
and paying its current obligation in time if it hbeen turning over its
inventories efficiently.

3.2.2 Asset Management Ratio

Asset management ratio measure the level of efutiss of a firm in
handling or managing its assets and whether orthetevel of these
assets is properly related to the level of openatias measured by sales.
It reflects the efficiency of the business in aiitig asset. The asset
management ratio includes:

Inventory turnover = sales
Average inventory
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Total Asset Turnover = sales
Total Asset

This measures efficiency in utilizing assets.
3.2.3 Debt Management Ratio

Debts, which is also called liability, is an amowténding against the
business. Management ratio, therefore, measures gupplied by the
owners when compared to the financing providedneyfirm’s lender or
creditor. It shows the proportions of debts anditgqun financing
business assets. It measures the riskiness ofusiadss in term of its
debt obligations

Debt ratio = Totaldebt(liability)
Total assets

A low debt ratio is required by the creditor beaiisindicates some
protection for their business. Generally, leveragg@o measures the
ability of the business to meet both long and stearh debt obligations.
Ownership credit ratio is given by

TotalNetworth
Total liability

The larger the ratio the better for the lendedelpicts that solvency is
high and assumes less risk.

3.2.4 Profitability Ratio
The profitability ratios have direct bearing witretprofitability of the
business. It measures overall performance andtefeess of the

business and they include:

Profit margin = Netprofitaftertaxes
Sales

Profit margin measures the profitability of the ingss relative to sales
after tax

Gross profit margin measures the extent to whidfigsrare generated,
netting out cost of sales from turnover:

= Sales—CostofGoodSold
Sales
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SELF ASSESSMENT EXERCISE

State the importance of knowing the profitabiliagio and Debt Equity
ratio in Agrobusiness.

4.0 CONCLUSION

The author has dealt with the financial analysiagrfobusiness. There is
every need for the entrepreneur to carry out firdnanalysis of the

business. This will assist in determining the peddility of the business.

You are therefore to should be conversant withfithencial ratios to be
able to carry out financial analysis as required.

5.0 SUMMARY

The unit has dealt with the various financial ratibat can be used in
ascertaining profitability of the business. Thea#&b be used will
depend on the type of information needed.

6.0 TUTOR-MARKED ASSIGNMENT

Discuss the relevance of financial ratios in bussngrganizations.

7.0 REFERENCES/FURTHER READINGS

Umebali, E.E (2004)Agribusiness and Financial Analysikagos:
Computer Edge Publishers.
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UNIT 4 BUDGETS AND BUDGET CONTROL FOR
AGROBUSINESS

CONTENTS
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2.0 Objectives
3.0 Main Content
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1.0 INTRODUCTION
Budget is one of the control measures in a busioggmization. Budget

shows at a stance the expected of expenditurerenaaine. Indeed, it is
an aspect planning. There is need, thereforehtrd¢ader to understand
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the concept of budget and its control. Bess organizations are
required to prepare budgets either for the overadiness or part of it.

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

explain the concept of budget
explain the concept of budget control
study the types of budget.

3.0 MAIN CONTENT

3.1 Concept of Budget

Budgets can be defined as statements of anticip&®sualts stated in
financial terms such as in revenue and expenseapithl budgets or in
non-financial terms such as in budgets of direlbtila-hours, materials,
physical sales volume or units of production, Koetal (1980). It can
also be defined as a plan quantified in monetargngeprepared and
approved prior to a defined period of time, usuahowing planned
income to be generated and or expenditure to barred during that
period and the capital to be employed to attainiverg objectives.
Budgets are formal, quantitative statements of¢lseurces set aside for
carrying out planned activities over given perioflime.

Based on the foregoing, budgets are plans for angfuture period of

time, expressed in quantitative and financial terBwglget can be stated
in financial terms such as capital, revenue anctedjpure budgets or in
non-financial terms such as materials, sales intsuand units of

production. It has some features and they include:

1. Itis a plan of action.

2. ltis stated in quantitative or financial terofsoth.

3 It is prepared prior to a defined period of tifaethe control of
performance within the period.

4. It states performance expectation over a defjggbd of time, in
the different phases of business operation-sateduption
marketing, cash, etc.

5. ltintegrates the resources and costs of amaation to plan for
anticipated level of performance.

6. Itis aimed at the attainment of organizatiojeotives

3.2 Budget Control
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Once the appropriate set to budgets has been chibsgnwill be used

as a means of locating responsibilities and thetebyugh the use of
statements and reports, help in controlling pertoroe and costs. This
entire process in known as budgetary control. Btatgecontrol is the

use of budgets for assigning responsibilities, miag and controlling

performance and guiding managerial and other #esvitowards the
achievement of organizational objectives. It ineslv

)] Setting out clearly defined targets of muf income and
expenditure for each section of the business.

i) Embodying these targets of performance in secti divisional
and departmental budget.

iii)  Comparing these budget standard with actualgoenance.

iv)  Identifying deviations or variance from the lyed.

V) Taking corrective action to bring performanin line with
budgeted target.

A budget control system has the following objedive

1. Forecasting and planning future businedsvities within the
budget period.

Locating responsibilities to various executiaes operatives.
Maintaining control over performance and cost.
Co-ordinating all functions to ensure harmony.

Guiding management and the entire orgapizatowards the
attainment of common objectives.

oW

3.3 Types of Budgets

They include operating budget, financial budgehedd

3.3.1 Operating Budget

The operating budgets indicate the goods and s=\lee organization
expects to consume in the budget period. This reguisting of both
the physical quantities such as barrels of oil eost figures.The most
common types of operating budgets are

Expense Budget

This budget may deal with individual items of expensuch as direct
labour, materials, supervision, clerical, rent,thpawver, travel.
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Revenue Budget

This type measures marketing and sales effectigemgsnultiplying the

unit price of each product by the predicted salesngty. It is the most
critical part of a profit budget. Yet it is alsme of the most uncertain
because it is based on projected future sales.

Profit Budget

This combines cost and revenue budgets in on statiertt is used by
managers who have responsibility for both the egpsrand revenues of
their units.

3.3.2 Financial Budgets

This type spells out, in detail, the money the aigation intends to
spend in the same period and where that moneycaiite from. The
common types include.

Capital Expenditure budget which indicates futuneestments.

Cash budget which brings together the esémafor revenue
expenses and new capital expenditure. It reveaslavel of fund
flowing through the organization.

Financing budget is developed to assure the orghoiz of the
availability of funds to meet the shortfalls of eswes relative to
expenses in the short run and to schedule mediuinl@mger-term
borrowing or financing.

3.4 Financial Control Method

Financial control methods refer to financial statéets and methods
which help to determine business performance. Thaye special
prominence, since money is easy to measure and e two main
types of financial control methods are financiatesments and financial
ratio-treated in one of the units.

3.4.1 Financial Statements

Financial statements are used to record the flownohetary value of
goods and services into and out of the organizafidrey provide a
means for monitoring three major financial condis®f a business.

Liquidity is the ability to convert assets into kbas order to meet
current financial needs and obligations.
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General financial condition is the long-term bakrmetween debt
and equity, the assets left after liabilities deelucted.

Profitability is the ability to earn profitsteadily and over an
extended period to term. The financial statementdude balance
sheet and income statement.

3.4.2 Balance Sheet

Balance sheet shows the financial position of agawization at a
particular point in time. The message of balanceesls to show how
the business stands financially at this paldr point in time. It
describes the levels of asset, liabilities and oetw The equation is
asset = liability + networth.

3.4.3 Income Statement

Income statements are also called trading proftt kEss account. It
attempts to determine the wealth created for theeosvof capital in a
given period of time. Furthermore, it summarizes flusiness financial
performance over a given interval of time. It giveformation on the
expenditure and income, showing profit.

SELF ASSESSMENT EXERCISE

Explain the role of budget and budgetary control agribusiness
enterprise.

4.0 CONCLUSION

The operators of the agrobusiness should ptepare the required
budget in order to have good control over the lssrfinancially. The
budget prepared should be strictly adhered to axaidxed up.

5.0 SUMMARY

This unit has discussed budgets and its control discussing
agrobusiness management. The reader must an hme esgosure in
budget as the entrepreneur needs to prepare buldget.a major
instrument in controlling the flow in and out ofnid. This unit also
discussed the income and balance sheet staterii@ptstatements show
the financial position of the business.

6.0 TUTOR-MARKED ASSIGNMENT

1. Discuss the different types of budgets.
2. Differentiate between income and balance shattrmaents .

10¢



ENT 326 AGRO-BUSINESS MANAGEMENT

7.0 REFERENCES/FURTHER READINGS

lle. N.M (2001).Small Business Management: An Integrated Approach.
Enugu: Otuson Nigeria Limited.

Kootz, H and O Donnell C (197 2principles of Management An
Analysis of Managerial Functior&" Edition. New York:
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UNIT 5 MARKETING OF AGROBUSINESS PRODUCTS
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1.0 INTRODUCTION
Marketing is very important in any business orgatian. Indeed,
production cannot be completed without marketinge §oods produced

must be marketed. The author, here, discusses tmykahich deals
with the movement of goods from the point of praducto the point of
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consumption. Many decades ago, marketing did n&umas any
significant position. However, the emergence of atsed economy
made exchange easier as money is used to exchaads.g

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

explain the concept of marketing
discuss the concept of marketing mix
study the marketing functions.

3.0 MAIN CONTENT

3.1 Concept of Marketing

Marketing can be defined as the sum total of abimess activities
involved in the movement of goods from productionconsumption.
Marketing involves transaction taking place betwdes producer and
the consumer irrespective of where they reside. pasdies strike a
balance, as the producer tries to maximize prafitich the consumer
tries to maximize satisfaction. It is the respoitigypof the producer to
locate areas where the products are in short sugpty transfer the
products to areas of deficiency.

The approaches to marketing include: manageriaktitinional,
functional, commodity, scientific and social. Theie need for the
entrepreneur of segment the market basedcentain criteria to
determine the target group. There is also the heednarket research
information. This involves the collection of datadaanalysing them to
make deductions. Mention has to be made that tlsethe need to
achieve perfectly competitive market in which tleidwing conditions
will be achieve:

Large number of sellers and buyers

The products should look alike

Perfect knowledge/free flow of information
Free exist and entry

Minimal transportation cost

agkrwbdpE

If these conditions do not exist then, it is imgetfmarket.
3.2Marketing Mix

Marketing mix involves the combination of produgisce place and
promotion.
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3.4.4 Products

The organization must strive to offer products thdt yield maximum
satisfaction to consumer and this is to say thaigie presentation,
packaging, brand image and all the attributes wigicle the customer
the satisfactions he is paying for must be in pl@cenajor peculiarity of
products is the cycle they undergo. The first stsgthe development
phase characterized by undertaking market reseaitthsales growth
being slow. The second stage is the growth phagetihe enhancement
of sales, resulting in increased profit. The thatdge is the saturation of
market: market is flooded and the profit is advisredfected. The fourth
stage is the recession of market during which pagclines. Different
marketing programmes are required at each stageeafycle. The size,
package display and presentation are impbrian the products
marketing.

3.2.2 Price

Price is what the consumer offers to the salteexchange for the
commodity. It determines the value of the prodlitices should be
competitive and can change as a result of:

Significant changes in cost

Reduction in output, resulting from limited raw madls
Sudden increase in demand

Decision of competitors

Prices of the products can be changed deliberately

3.2.3 Place

Products can be delivered to the customers in lasepinstead of
working or taxing down to the premises. Howeveis th determined by
whether the producer wants to deal with the consudnectly. The
products pass through the middlemen-wholesalerileet and the
consumer. The producer sells the product to theleghter who in turn
sells to the retailer who sells to the consumers.

3.2.4 Promotion
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This involves informing and educating the consunmrsthe products.
The strategies used include: advertisement, persmiing, publicity
and sales promotion. Using advertisement will ireatadio, television,
newspaper, etc. Selling publicity, requires persdoach. Publicity is
useful for promoting the image of the business fomdcommunication
information about new products in the electronic mint media.
However, it is not enough. Sales promotion refershiose marketing
activities involving shows and exhibitions, etc.

3.3Marketing Functions
In order to carry out efficient marketing, the &lling are important.

Transportation of the products

Proper storage of the product and preserving the
Grading and standardization

Packing and sealing

Bringing both sellers and buyers together
Financing the marketing

Market information

Risk bearing

ONoGhrwNE

SELF ASSESSMENT EXERCISE
Marketing mix is a necessary tool to actulise agsifiess. Explain.
4.0 CONCLUSION

This unit has discussed marketing strategies matrobusiness
products. The products have to be marked in omlebtain returns.

5.0 SUMMARY

The products produced must be disposed in ordattrtact revenue. The
quality of the product should not be in doubt aoldl &t competitive
price.

6.0 TUTOR-MARKED ASSIGNMENT

Discussing the marketing of Agrobusiness Produrcisigeria.

7.0 REFERENCES/FURTHER READINGS

Adekanye, T.O (ed) (1988Readings in Agricultural Marketing.agos:
Longman Publishers.
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