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Introduction 

Rapid economic growth needs an efficient flow of information to farmers. 
Also a nation's ability to generate a steady stream of business opportunities 

in the sector can only come about when its people take to entrepreneurial 

activities. Entrepreneurs are essentially the engines of growth for a nation . 
There are several factors that go into making a successful entrepreneur, 

and he or she need not necessarily possess a strong business and financial 
background. On the contrary, well-conceived and well-directed training 
can always produce an outstanding entrepreneur. In addition, with a vast 

opportunity in the agro-sector, entrepreneurship becomes all the more 

necessary for self -employment and small-business. Hence, there is a need 

to integrate various sources of innovations and extension in such a 
manner that they provide a proper synergetic effect in contributing 

towards the economy. 

During the last two decades, the scenano m rural and urban areas has 

significantly changed and it has a maJor bearing on the existing 
farming systems. There are also new systems , innovations being 
integrated by innovative farmers in their overall farming systems. The 

training program on agri-clinics and agri-business centres is a step 
forward in the right direction by National Institute of Agricultural 

Extension Management (MANAGE). The attempt by EDII, Gandhinagar 

here is to provide a platform for interaction with both successful 

entrepreneurs and sector experts. 
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Premise: 

Continuous efforts are on to innovate , improve and enhance the 

practical relevance of the educational process in the programme . 

We hope to enable participants to: 

• Develop adequate conceptual base m different subject areas of 

relevance . 

• Acquire sufficient operating skills in using modern management tools 

and techniques in different functional areas. 

• Develop application skills of management techniques appropriate m 
the unique contexts of Agri-Business 

• Develop a gestalt perspective of the Agri-Business sector, its 
dynamics , complexities , challenges and opportunities in the 

emerging global context. 

Salient features 

The courses can be broadly grouped into the following themes: 

General Management 

A number of sessions that focus on subjects relating to management 

in general , such as Marketing Management, Financial Management , 

Organizational, Behaviour, Information Systems and Techno logy 

Management, Human Resource Management , Knowledge Management , 

etc. 

Agri-Business Management 

Some of the sessions relate to subjects concerning management of 

business organizations , such as Agri -in puts Marketing , Agri-export 

Marketing , Procurement Management , Supply Chain Management, 

Rural Advertising and Communication, Commodity Futures and 

Trading, Participatory Extension Management, Quantitative Aids for 

Agri-Business , Retailing, Rural Credit and Agr i-Fin ance etc. 
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Field interaction 

The special focus on technical orientation is to provide opportunities to app ly 

their knowledge and ski ll s in real life of Agri-Business management context 

through technical expos ure with prominent Agri-Busi ness firm s. 

This provides another practical learnin g opportunity for integrated app li cation 

oflearning in the real life context of an agri -business organization. Parti c ipants 

use thi s period to prepare a detailed project report on the chosen product 

line or se rvi ce fo r agri.-enterpri se. 

Other Learning Events 

However, regular inputs as mentioned above are not sufficie nt to faci litate 

al l rounded de velopment of managerial capabi liti es. Events planned to enrich 

the learnin g process include knowledge se ries by noted experts, and top leve l 

Agri-Bu siness executi ves on subj ects of relevance to the stude nts. Debates 

and elocution contests, rµan agement games, corporate and industrial vi sits 
are organized. 

The purpose of this event is to discuss how orientation from man y 

different disciplines can be catalysts in the developmen t of bu ines s 

plan s for agri- entrepreneurs. Sub-sector orientation can serve as 

exte nsion units and thereby speciali sts can encourage the use of a 

bu s in ess plan as well as be active participants in it s development , 

servin g as infor mation resources and reviewers. One thing an Extension 

speci a li s t ca nn o t do , how ever, is deve lopin g th e plan for th e 

entrepreneu r. The ow ner has the co nceptual idea for the bu si ness, 

and onl y the owner can realistically know the issues, the avai labl e resources, 

and hi s or her ow n leve l of commitment and perseverance. 

For a agr i-entrepreneur, busi ness planning is a multi-faceted exercise that 

may require assistance from experts in financial man agement , e ngineeri ng 

and marketing promotion . 

Thi s orientation focuses on three specific areas where Extens ion educators 

can assist these entrep reneurs: 
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(a) .U nders tandin g the essenti al components of a bu si ness pl an. 

(b) P ro fo rma fi nancial ana lys is and 

(c) Legal issues th at affec t the enterprise, its operati ons, cos ts, marke t 

access , and fu ture opportun iti es. 

While the first two areas are common to a ll types of bu si ness pl annin g 

endeavor , the un ique operatin g parameters of the ag ri-enterp rise profoundl y 

_impact bu iness planning and implementat ion efforts of entrepreneurs. 

Support for Business Planning 

It has been written that bu siness ow ners who "fail to p lan, p lan to fa il " 

(Cove lto & Hazelgren , 1994). In a variety of studi es, bu iness ow ners who 

plan are more like ly to remain in bu si ne s as compared to those who do 

not plan. Go in g furth er, th ose who do more ex tensive p lannin g are more 

like ly to remai n in bu siness than th ose who do less extensive p lannin g (Bruno, 

Leidecke r & H arder, 1987; Gas kill , Van Auken, & M annin g, 1993; Lambert , 

1993; Lauzen, 198 5 ; Lu ss ie r, 199 5; Reynolds, 1987 ; Sommers & Koc, 1987; 

Wood, 1989). Yet fo r its importance, bu s iness owners often fa il to pe rfo rm 

bu sin ess -pl ann ing ac ti viti es . 

The most important reaso n fo r business p lannin g i to benefi t the owner 

(B rodsky, 1998). The plannin g process of evalu ati on and developme nt , 

p lay ing "w hat if" games, outlining the ri sks and rewards of the ve nture, and 

determin ing the ex istin g gaps in people and resources he lp the owner dete rmine 

proj ect feas ibi lity and costs. Here, the foc us changes from the producti on 

of a glossy handbook to the process itself. It i durin g the process of 

deve loping a bu siness pl an that th e ow ner can learn , unde rstand , and prepare 

fo r any adju stments that mi ght be fo reseen. It is also in the process stage 

th at extensio n speciali sts can provide in for mation necessary for determinin g 

th e feas ib ili ty of a venture. 

During the business p lan deve lopment process, the owner prepares to understand 

hi s or her p roduc t or service, the market fo r th at product or service, the 

competiti on, and th e overall bu sin ess e nviro nment . Cl ose attenti on is pa id 
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to existing and future competition and to understanding if the proposed area 

is one of grow th or stagnation (Sahlman , 1997; Thompson, 1988 ). The 

bu siness planning process allows the owner to fail on paper thereby reducin g 

the probability of failure and the costs associated with a rea l-world fai lure 

(Grover, 1998 ). Business planning is not a choice according to Hogan and 

Utierrez (1997). Th ey consider it a '·matter of surv ival ," parti c ul arly in 

agriculture and low-margin business act ivities common to the sec tor.Effective 

bu siness plan ning is a con tinuou s process . 

According to the U.S. Department of Labor, it is the "fi rst management job­

a combin ation of realistic calculations and crystal ball gaz ing ... an exerc ise 

in arithmetic and imagination" (Brabeck , 1994). 

As the process continues, it adds the tasks of evaluating , monitoring, and 
comparing ac tual results to the outlined goals and objectives . As variances 

from the plan are noted , revisions and updates to the busin ess plan are 

implemented in order to keep the business on line to meet the goals of the 

owner and the needs of his/her customers. 

Sections of a Business Plan 

If one looks at any of the multitude of bu siness planning aids, a variety of · 

plan formats exi st. This paper follow s a format developed for value-added 

agricultural products (Holcomb, Muske, & Kenkel, 1998). 

Eight sections are recommended : 

(1) Executive Summary ; 

(2) Introduction 

(3) Situational Analysis; 

(4) Business Proposition ; 

(5) Action Plan ; 

(6) Financial Analysis ; 

(7) Evaluation and Measurement; and · 

(8) Contingency Plan. 
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The format offered encourages the potential busi ness owner to look at 

business development factors in a logical sequence. 

1. Executive Summary - The summary is an often-overlooked segment 

of the business plan. It should be the last segment written . It provides 

an outline and a concise description of the major points of the plan. 
The summary offers the reader a condensed picture of the risks involved 

and the potential returns. For outside readers, the summary must draw 

the person into reading the entire plan with an exciting, yet realistic 

picture of the opportunity presented. 

2. Introduction - The introduction gives the reader a historical perspective 

of the business and an understanding of how the business has developed 

to this point. It provides a general description of the proposed venture. 
The vision and mission of the business are outlined as well as goals 

in this section. 

3. Situational Analysis - For the owner. this section is one of the most crucial 

parts of a business plan. Because of its importance and because of the 

diversity of issues covered, it is often the largest part of the plan. 

106 

Sahlman (1997) considers this section key in the development of a 

successful business. His article defines the four critical factors outlined 

in this section. Those four factors include the people, the opportunity, 

the context, and risks and rewards . 

It is suggested that the owner break this section into two parts: 

(a) Internal assessment and 

(b) External assessment. 

T he internal assessment elaborates on the business structure as we ll 

as its resource advantages. Inc luded in this section are the marketing 

and distribution networks that already exist or are avai lab le to the 
entrepreneur. The external assessment evaluates the industry and specific 

competitors, the legal and regulatory environment, "d9wnstream" customers, 

and the end consumer. Part of the assessment must evaluate the state 

of the industry - is it growing, stable, or decli ning? Based upon his/ 
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her findings , the owner must identify risks and potential rewards of 

the proposed business venture. An outside reader, such as an Extension 

professional, can offer an excellent critique of the s ituational analysis. 

4. Business Proposition - In thi s sec tion , the owner lays out the goals and 

objectives of the company. This may include sales goals , financial 

objectives , and market share . Certainly an important consideration will 

be the desired rate of return on the entrepreneurs investment. The 

driving force in the development of the business proposition, however, 

must be the desires of the customers. Businesses that fail do so because 

they forget their purpose - to satisfy the wants and needs of a specific 

customer group. 

5 . Action Plan - This section specifically outlines the steps perceived by 

the owner as necessary to reach hi s/her business goals. Product 

development and production flows, pricing strategies, and promotion/ 

marketing campaigns are outlined in detail with a time frame, budget, 

and respo nsible persons. 

6. Financial Analysis - Probably the most troublesome area for business 

owners is the development of pro forma (forecasted) financial 

statements. Besides being difficult to develop numbers prior to the 

business' start-up , it is also very easy to make the numbers say what 

you want vers us depicting a realistic scenario. This sec tion will be 

further discussed as an area where Extension specialists may provide 

considerable assistance. 

7. Evaluation and Measurement- After the plans have been made, a system 

or structure must be put into place to ensure that the plans are being 

followed and the goals achieved. The actual progress must be measured 

and some level of acceptability (between reality and ideal) established. 

If the results are unacceptable , then the owner moves to the next sec tion , 

contingency plans. 

8. Contingency Plans - If measurements of business activity and customer 

satisfaction show that the various objectives and goals of the company 

are not being met, it may be necessary to make changes. Already in 
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the plan development process , the owner should begin to anticipate 

where poss ible problems might arise and outline so me alternative 

strategies . Then , if a variance between the desired goal and actual 

performance is noted, the owner is prepared to respond . However, 

before doing so the owner must first understand why a goal was not 

met. Again, an Extension educator can be an excellent evaluator of 
the owner's contingency plans. 

The primary challenge in business planning is taking the time to develop 

the plan. Too often entrepreneurs think about their dreams for a business 

and forego the pl anning required to turn those dreams into reality. One of 

the tasks for an Extension special ist is to help the entrepreneur follow steps 

to increase the likelihood of business success. 

Pro Forma Financial Analysis 

The purpose for proforma financial analysis in business plannin g is twofold : 

(a) To provide estimated accounting information in advance , and 

(b) To determine changes in profitability and liquidity given changes 

in assumption s. 

Extension personnel often field requests for assistance in this area, and their 

objective input all ows for a more accurate financial assessment of a given 

entrepreneurial effort. In developing proforma statements, food-based businesses 

commonly overlook three items: 

1. Market/sales planning 

2 . Regulatory compl iance costs 

3. Product fl owcharts. 

Market Sales Planning 

Exten sion personnel can remind agri-entrepreneurs of the importance of 

market/sales planning. Marketing involves understandin g the customer and 

hi s/her expectation s of the product. Researching the customer and his/her 

demands incurs costs in the forms of product testing and evaluation, developing 

a "catchy" packaging design , and promotional programs. Selling products 
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incurs addition al cos ts such as maintaining an inventory, di stributin g the 

products to customers, and poss ibly even sales commissions. Sales' planning 

also invo lves de te rmining appropriate sales appeals and the leve ls of those 

sales appeals (fo r example, cash and/or quantity di scounts, and seasonal 

pricing strategies) . 

Extension speci a li sts may often serve as information resources for predictin g 

ales and determining marketin g costs. Their ass istance is often reques ted 

for two reasons: 

l. Too often, agri-bus iness entrepreneurs focus on their own products and 

neg lect the competition. Extension spec iali s ts ass ist in g these 

entrep reneurs must suggest that they focus on competitors - th e number 

of competitors, how the ir products compare/diffe r, and the pricing 

strategies of compet itors. 

2 . Bes ides the e tore shelf comparisons, ex ten sion speciali sts must often 

direc t entrep reneurs towards in fo rm atio n sources for overa ll industry 

growth and sales trends by geograp hi c reg ions. B y do in g so, extensio n 

personn el provide entrepreneurs with an indi cat io n of how we ll their 

products/ e rvices may se ll in the first year of business and how fast 

they can expect the ir sales to increase . 

Regulatory Compliance Costs 

Another facto r affectin g th e costs of operating a food bu siness is regul atory 

comp I iance. M eeting state regulation s increases both fixed and variable cos ts 

of operations. Fixed cos t assoc iated with regulatory compliance may inc lude 

equippin g a fac ility with the proper utiliti es to meet FPA (Food Adulteration 

Preventio n) and MOEF - Occupational Safety and Health Hazard requi rements . 

These costs may include initial pl ant and/or annual li censes/permits , and 

possibly additi onal cos ts incurred for equipment that will meet department 's 

guide line and safety requireme nts. 

Vari abl e costs associated with regulatory compliance may come in several 

different fo rms. Paying more for product label s that have the appropri ate 
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nutnt10n information format (FPA requirement) is one example . Another 

example may be the labor, uti li ties, and materials expense associated with 

clean-u p activities. 

After considering the magnitude of fixed clean-up and in spection expenses, 

an entrepreneur may find it more profitable to contract with a larger existi ng 

processor. Extension personnel may be a useful resource for information on 

such value chain willing to contract with entrepreneurs for co-packing. 

Product Flowchart Development 

While marketing, sales , and regulatory compliance activities sig nificantly 

impact the costs of doing business, they are on ly indirectly related to production 

costs . Many entrepreneurs fail to include all production costs in theirfinancial 

planning because they did not develop a flowchart of every step in the 

production and packaging system . The flowchart also serves as a reminder 

of all costs associated with production , whether that production takes place 

in the entrepreneur's own faci lity or in another company 's facility. Extension 

engineers and processing specialists can assist in flowchart development and 
serve as objective reviewers of these flowcharts to ensure inclusion of a ll 

processing steps and their associated costs. 

Pro Forma Financial Statements 

Once the costs of production , marketing , sales, and regulatory compliance are 

known , proforma income statements, cash flow sheets, and balance sheets can 

be developed for the first three-to-five years of the business. These proforma 

financial statements serve as a projection of predicted business activi ties and 

may be used to pinpoint expected cash shortages, surpluses , and predicted profits 

losses for these first few years. Because extension specialists often assist farmers , 

and even househo lds in developing budgets and analyzing the costs/benefits of 

various enterprises, agri-business entrepreneurs may also approach these specialists 

for assistance in pro forma financial analysis. 

The pro form a income statement projects the profitability of a venture over 

the upcomin g fiscal year given predicted sales and cost estimates. It does 

l!O January - June, 2003 



MANAGE Extension Research Review 

not, however, provide an indicatio n of liquidity or loan repay me nt ability. 

If profits are projected, these profits may be used to pay back debt or be 

added to owners eq uity. 

Cash fl ow budgets assess loan repayment ab ility and liquidity for a f isca l 

year by proj ecting cas h inflow s and o utfl ows over time . Th e cash bal ance, 

which changes as products are so ld and as debts are paid , may be positi ve 

or negative at different times during the fiscal year. Negative cas h fl ows 

may indi cate a need to borrow money, whereas positive cash flows may be 

used to pay off debt early. 

Fiscal year-end ba lance sheets give a representatio n of the bu siness' asse ts , 

li abi Ii ties , and ow ners equity. If the business is projected to make a profit 

durin g the f iscal year, the year-end ba lance sheet should show an increase 

in ow ners equity, e ithe r from havin g the profits retained as cas h (increased 

assets) or using the profits to re tire debt (dec reased li abi Ii ti es). The cash 

balance on the year-end ba lance sheet then serves as the begi nnin g cash 

balance fo r the next fisca l years cash flow budget. 

Legal Issues for Entrepreneurial agri-businesses 

The re are legal issues to be considered in any type of bu sin ess such as 

operat io nal s tructure , tax liabilities, bu sin ess permits, and legal li abiliti es. 

Food bu in esses mu st also cope with the add iti o nal regul at io ns rel ated to 

fac ili ty pecificati o ns , food process in g and handlin g procedures . inspections 

of faci li ties and processes , nutritional analysis , and product labe lin g. Exten s io n 

agribu ine and home-based busi ness spec ia li sts can provide such inform ation 

to entrepreneurs. 

Operational Structures 

M any tax and legal li ability iss ues a re determined by an entrepreneurs c ho ice 

of busin ess stru cture. Extension business speci ali sts can serve as an educationa l 

reso urce to he lp entrepreneurs dete rmine whi ch structure best fits thei r 

individu al goa ls . W hil e several vari ations exi st, the most common bu sin ess 

structures a re the so le proprietorship , general partnership , limited li ab ility 

company (LLC), corporation, and cooperative. 
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A so le proprietorship is the eas iest fo rm of busi ness to es tabli sh . The 

proprieto r has compl ete control over the bu sines and income fro m th e 

business i treated as person al income for tax purposes. Howe ver, in the event 

of a lawsuit , the so le propri etors' person al assets are just as vu lnerabl e as 

th e bu si ness ' assets. The ability to generate capital through equity or debt 

fi nanci ng is limited to the assets and credit limits of the proprietor. General 

partnerships are essenti a ll y the same as so le proprie torships, except control 

is di vided among partners and legal liabi lity increases as each partner is now 

liabl e fo r the actions of other partners as we ll as himself/herself. 

A lim ited co mp a ny (Ltd .C) c irc um ve nt the increased legal li a biliti es 

and ri ks assoc ia ted w ith ge ne ra l pa rtn e rship s, eve n thou g h m os t 

as pec ts of th e two s tru c tures are the sa me. An L td .C requires a lega l 

ag ree me nt be tween partn e rs in w hi c h co nt ro l iss ues are addressed . (Ltd . 

C) profits , after di vis io n betwee n partne rs are trea ted as add it io na l 

pe rso nal inco me to each partne r. U nl ike a ge ne ra l pa rtn e rs hi p , each 

part ne rs l iability is l imi ted to his/her inves ted capital. Depe nd ing on 

the legal ag reeme nt be tween pa rtne rs, ow ners hip shares may be transferred 

to o ther parti es w ith o r wi th out the co n e nt of the othe r partn e rs . 

Co rp o ra ti o ns a nd coo pera ti ves a re bo th le ga l e ntiti es, se p a rate 

fro m th e in d iv iduals ow nin g the e nt it ies. Th ey bo th require th e ir 

me mbe rs/ow ne rs to purc hase shares of shares, and lega l l iabi l iti es a re 

lim ited to th e equi ty in the corporat ion o r coopera ti ve. Th ere a re, 

howeve r, fo ur fu nda me nt al di ffere nces be tw ee n co rp o ra t io ns a nd 

cooperati ves: 

(a) Corporati on co ntrol is based upo n "o ne share , one vote " whi le 
cooperati ve control is based upon "one membe r, one vote"; 

(b) Sh ares in corp ora ti o ns m ay be so ld o r wi ll e d to he irs whil e 
Shares in cooperati ves are redeemed wh en member hip is di scontinued 

(c) Cooperatives have a sys tem for in vestment and s tock redemption 
(for example , revolv in g equity); 

(d;) Co rpora te profi ts are subject to corpora te i ncom e taxes w hil e 
coo pe ra ti ve pro fi ts a re not. Va ry in g s tate co rpo ra ti o n a nd 
cooperati ve charter laws may pro vi de for additi onal diffe rences . 
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Regulatory Compliance 

Apart from th e bu sine ss permits and operational guidelines associated 

with ge neral forms of busines s, agri-businesses face considerably 

more regulation from both s tate and national governmental agencies. 

Once again , ex ten s ion specialist are often called on to provide 

education regarding regulatory guidelines. 

Areas of s ignificant regulation in the food industry come from s tate 

hea lth departments, FPA, and OSH. State health departme nts enforce 

inspection codes for all processing, storage, and salvage merchandi se 

facilities . The FPA is the primary inspection se rvice for grain-based 

products, fruits , and vegetables. Additionally , the FPA sets the guidelines 

for labeling food items a nd reporting nutrition facts on those 

label . The regulations assoc iated with these in spection authori tie s , 

alo ng with the safe ty guidelines overseen by OSH , a re- often 

confusing to e ntrepre neurs. Extension specialists can provide a 

better unders tandin g of the pecific rules and regulation s enforced by a ll 

of these entiti e . 

The Role of the Extension Specialist 

In helping the reader to understand important as pects of the busines s 

planning proces , severa l ideas ha ve been offered regarding how 

extension speciali s ts can assist the bu siness owner in this task . The help 

offered by an extension speciali st comes from hi s or her area of 

expertise or experience . As already suggested speciali st might be 

he lpful in financial analysis based upon their budgeting experience. 

Certainly s peci a li s ts involved in nutrition can help with product 

deve lopment , evaluation , and nutritional labeli ng . Specialists w ith 

engineering backgrou nd can be of he lp in detr. mining the adeq uacy 

of a proposed proces ing line and its ability to meet any sta te FPA and 

OSH req uire ments . 

Extens ion spec iali sts, in addition to providing their own experti se , can 

also assist the business owner with local , state, and nati onal contacts . 
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Business owners are often stymied by the simple fact that they do 

not know who to call. For example, it is often more important to know 

how specific provisions of laws or regulations are interpreted. 

Extension personnel can aid an entrepreneur in finding the appropriate 

contact point for such information and how to include that info rmation 

within the bu siness plan . 

Next , Exten sion specialists can act as an objective third ,party in the review 

of a bus iness plan . Extension personnel can also offer the entrepreneur a 

perceptual view of the plan that might be different than that offered 

by the entrepreneurs banker and/or accountant. This is not to suggest 

that those views are not important; they certainly are. However, j us t as 

important is the view from a non-involved third party. Such 

third party review s might also be solicited from other agencies such 

as the Small Business Development Centers. Each of these reviewers 

offers something different as each brings a different experience 

and education backgrou nd into the review process . 

Finally, exten sion specialists bring an ability to include basic and 

applied research as well as real-world experience to business planning 

efforts . Thi s blending of information and experience is somewhat 

unique . Such an understanding allow s the owner to go beyond th e 

numbers to understand some of the reasons for the results (Bittleston , 1998), 

thereby increasing the probability of business success and _the quality of life 

of the entrepreneurs. 
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