EFFIONG BASSEY OKANG

18/ENG08/013

BIOMEDICAL ENGINEERING

MEANING AND CONCEPT OF AN ENTERPRISE

Most businesses are a collection of individual activities (enterprises) that generally complement one another. But the owner must assess each activity separately to know which ones are earning a profit and which activities should be changed (expanded or contracted).  This page introduces enterprise analysis; a procedure for analyzing the various activities of a business. 

The purpose of conducting an enterprise analysis is to determine the profitability of a particular portion of the overall business; preparing an income statement (exit this web site) is the procedure to assess the profitability of the overall business.

The revenue, cost, and profit of an enterprise are measured or quantified in monetary terms, that is, dollars; but an enterprise analysis also requires an understanding of the physical units of inputs and output.

farm business will be used as an example to demonstrate enterprise analysis but the concept is equally applicable to non-farm businesses.  The first question in analyzing enterprises is to define the enterprises. 

Defining Enterprises

One way to define an enterprise is according to the commodity being produced; that is, raising wheat is a separate enterprise from raising soybeans or producing beef calves.

Another distinguishing factor may be the method of production.  For example, growing corn using conventional tillage practices is separate from the enterprise of raising corn using reduced-tillage practices. These are distinct enterprises because the yields and inputs will likely be different.

Likewise, an enterprise can be defined to recognize the activity being performed.  Raising wheat is a separate enterprise from storing wheat. Raising wheat encompasses preparing the field in fall, planting in spring, and harvesting at the end of summer. However, what occurs after harvest is another enterprise; thus on-farm wheat storage is an enterprise distinct from producing the wheat.

The reason for this distinction is that the farmer could sell the wheat directly from the field, or it could be stored on the farm or at an elevator. The decisions of whether to store, where to store, and when to sell are distinct from planting and harvesting.  Thus the wheat production enterprise is separate from the wheat storage enterprise, and the revenue for the wheat production enterprise is the market value of the grain at harvest.  Any increases in revenue due to storing the wheat would be attributed to the second enterprise and used to offset storage costs, shrinkage, and interest expenses.

1. In addition, enterprises could be defined to recognize different production response.  For example in a cow-calf operation, one enterprise may be maintaining the breeding herd and the calves until they are weaned. A second enterprise perhaps would be to background the calves until they gain 200 pounds after weaning. A third enterprise may be to keep the calves until they gain yet another 200 pounds. By separating the feeding enterprises, the farmer recognizes the various feed/gain ratios and is better able to consider the potential returns and costs of each step.
I am going to be writing about an enterprise concerning Arable and permanent crops production

The arable and permanent crop production is abouttype of crop production that produces a wide range of annual crops. This means that the crop life cycle, from germination to seed production, is complete within one year. Depending on the type of use, there are a few different types of arable crops. These include:

Grain crops; cultivated grasses and millets grown for their edible starch grains (wheat, maize, rice, barley, proso millet)

Pulse crops; edible seeds from the legume family, high in protein (lentil, beans, peas)

Oil seed crops; grown for the oil extraction from the seeds (rapeseed, soybean, sunflower)

Forage crops; crops used for animal feed, fresh or preserved (cowpea, clovers, timothy)

Fiber crops; crops grown for fiber yield (cotton, jute, flax)

Tuber crops; crops whose edible portion is a short thickened underground stem (potato, elephant yam)

Sowing or Planting of Arable Crops?

Since arable farming encompasses a wide range of different crops, we have to consider the sowing, as well as planting. There is a big difference between these two farm practices. For instance, sowing is a practice that involves putting seeds into the soils. While, planting means putting an already live plant into the soil. The plant can be grown by a farmer or purchased from a  nursery.

FACTORS THAT AFFECT INSURANCE ON CHOSEN ARABLE AGRICULTURAL PRODUCE: 

Despite the long history of agricultural insurance in Nigeria, crop insurance is yet to be generally embraced or accepted by farmers. This study investigates the factors that influence the choice of agricultural insurance especially by arable crop farmers. A multistage sampling procedure was employed to select a sample size of 154 farmers in the study area. Descriptive statistics was used to examine the array of agricultural crop insurance taken by farmers; their socio-economic characteristics and their risk management options. A logit regression model was used to examine the factors influencing farmers’ choice of crop insurance. The findings reveal that most of the farmers (35.3%) were between 45 and 54 years old with at least primary education. Most of them small scale farmers (1-5 hectares) and are highly experienced. Also, most of the farmers (64.9%) were influenced by the financial institutions (Bank of Agriculture (BoA)) compelling them to acquire insurance policy as a precondition for obtaining loans or as a practical response to some risks which they were faced with in the immediate preceding season. Drought, diseases and pest insurance policy were seen to be more subscribed for by arable crop farmers in the study area, while most of them had high risk management options apart from the insurance policy. The logit regression results show that educational level, farm size and accessibility to credit facility were very crucial to the decision by farmers to acquire insurance policy. Other factors include: yield in previous year, and type of damages experienced in the preceding cropping season were found to be significant variables.

ENTREPRISE MANAGEMENT: 

Despite the long history of agricultural insurance in Nigeria, crop insurance is yet to be generally embraced or accepted by farmers. This study investigates the factors that influence the choice of agricultural insurance especially by arable crop farmers. A multistage sampling procedure was employed to select a sample size of 154 farmers in the study area. Descriptive statistics was used to examine the array of agricultural crop insurance taken by farmers; their socio-economic characteristics and their risk management options. A logit regression model was used to examine the factors influencing farmers’ choice of crop insurance. The findings reveal that most of the farmers (35.3%) were between 45 and 54 years old with at least primary education. Most of them small scale farmers (1-5 hectares) and are highly experienced. Also, most of the farmers (64.9%) were influenced by the financial institutions (Bank of Agriculture (BoA)) compelling them to acquire insurance policy as a precondition for obtaining loans or as a practical response to some risks which they were faced with in the immediate preceding season. Drought, diseases and pest insurance policy were seen to be more subscribed for by arable crop farmers in the study area, while most of them had high risk management options apart from the insurance policy. The logit regression results show that educational level, farm size and accessibility to credit facility were very crucial to the decision by farmers to acquire insurance policy. Other factors include: yield in previous year, and type of damages experienced in the preceding cropping season were found to be significant variables.

In many reclaimed areas the long-standing and intensive arable farming of drained land has led to an increasing, nearly irreversible degradation of soil in many European regions. The drastic changes after the breakdown of the socialist regimes in Central and East European countries, such as changes in effective property rights on land and reclamation infrastructure, a complete restructuring of water administrations, and the emergence of increasing heterogeneous stakeholder objectives, have worsened the situation and even added new problems. The visible consequences are droughts in the summer and waterlogged plots in the spring caused by neglecting the cleaning and maintenance of open or subsurface ditches and/or by dilapidated water management facilities operating in an uncoordinated or even unauthorized way. This chapter explores possible approaches to manage water and water (reclamation) infrastructure in reclaimed agricultural areas in transition countries based on two examples from East Germany (Schraden) and northwest Poland (Pyrzyce). In particular, the role of institutional and organizational changes in water management as well as of changes in stakeholder interests with respect to managing groundwater tables is examined.

TIMELINE FOR ENTREPRISE: An example

Date

Main influences on agriculture

Local effects

Early settlements

First records provided by tenth century Saxon charters and the Domesday Book, 1086.

Main settlements were at Powick and Hanley with hamlets and farms in wooded wastes, probably surrounded by their own field systems.

Norman conquest

Designation of the Malvern Chase as royal hunting preserve.

Administered by forest law, rather than common law, giving protection to game, and to some extent, from development.

Monastery founded in Great Malvern; work on the Priory.

RISK AND UNCERTAINTIES:) Production Risks

Production risks relate to the possibility that your yield or output levels will be lower than projected.  Major sources of production risks arise from adverse weather conditions such as drought, freezes, or excessive rainfall at harvest or planting. Production risks may also result from damage due to insect pests and disease despite control measures employed, and from failure of equipment and machinery such as an irrigation pump. 

 Strategies to manage production risks include:

Follow recommended production practices.

Diversify enterprises by growing different crop varieties and completely new crops.

Expand production through more intensive growing practices or by planting more acreage.

Purchase federal crop insurance coverage to stabilize income during times of loss and purchase NAP coverage for noninsured crops.

Adopt risk mitigating practices such as drip irrigation, tile drainage, trap crops or resistant varieties.

Consider site selection - use fields less susceptible to frost or pests and rotate crops.

Maintain equipment and keep facilities in good working condition.

2) Marketing Risks

Marketing risks relate to the possibility that you will lose the market for your products or that the price received will be less than expected.  Lower sales and prices due to increased numbers of competing growers or changing consumer preferences are common sources of marketing risk.  Marketing risks can also arise from loss of market access due to a wholesale buyer or processor relocating or closing, or if a product fails to meet market standards or packaging requirements.

Strategies to manage marketing risks include:

Develop a marketing plan with realistic sales forecasts and target prices.

Form or join a marketing cooperative to enhance prices and guarantee a market.

Increase direct marketing efforts to capture a higher price.

Market through multiple channels or outlets to reduce reliance on a single market.

Enter into sales or price contracts with buyers.

Spread harvest and sales over the season by scheduling planting and considering storage.

Conduct essential market research - understand your customers’ needs and preferences.

Purchase Whole-Farm Revenue Protection to cover unexpected decline of market prices during the growing year.

3) Financial Risks

Financial risks relate to not having sufficient cash to meet expected obligations, generating lower than expected profits, and losing equity in the farm.  Sources of financial risk commonly result from production and marketing risks described earlier. In addition, financial risks may also be caused by increased input costs, higher interest rates, excessive borrowing, higher cash demand for family needs, lack of adequate cash or credit reserves, and unfavorable changes in exchange rates.

Strategies to manage financial risks include:

Develop a strategic business plan.

Monitor financial ratios and enterprise benchmarks.

Control key farm expenses - consider other suppliers and alternative inputs.

Conduct a trend analysis to assess change in farm profits and owner’s equity over time.

Consider purchasing Whole-Farm Revenue Protection to provide a safety net in poor earning years.

Communicate and renegotiate agreements with suppliers and loan terms with lenders.

Consider leasing and rental options rather than purchasing machinery, equipment or land.

Evaluate the possibility of expanding or contracting different enterprises.

Control or defer unnecessary family and household expenditures.

Find off-farm employment for a family member, preferably a job with benefits such health insurance, group life insurance, and a retirement program.

Use non-farm investments such as IRAs or mutual funds to diversify your asset portfolio.

4) Legal and Environmental Risks

In part, legal risks relate to fulfilling business agreements and contracts. Failure to meet these agreements often carry a high cost.  Another major source of legal risk is tort liability - causing injury to another person or property due to negligence.  Lastly, legal risk is closely related to environmental liability and concerns about water quality, erosion and pesticide use.

Strategies to manage legal risks include:

Review business insurance policies and carry sufficient liability coverage.

Choose a different business legal structure – as an example, a sole proprietorship is not always best.

Understand business contracts and agreements - ask questions if you are unsure.

Develop good relationships with neighbors and address their concerns.

Use good agricultural practices to limit environmental risk.

Know and follow state and federal regulations related to your farming operation.

5) Human Resource Management Risks

Human resource risks pertain to risks associated with individuals and their relationships to each other.  These relationships include those with family members, as well as farm employees and customers.  Key sources of human resource risk arise from one of the “three D’s” — divorce, death, or disability. The impact of any of these events can be devastating to a farm.  Human resource risks also include the negative impacts arising from a lack of people management skills and poor communications.

Strategies to manage human resource risks:

Develop and practice good “people skills” with family members, as well as employees.

Evaluate alternative sources of labor.

Provide adequate training for employees - formalized programs may help your safety record and improve performance.

Communicate with employees and family members.

Recognize and reward good performance.

Review wills, trusts, and powers of attorney.

 Initiate estate transfer and business succession planning.

 Consider health and life insurance needs.

Managing risk starts with identifying the most crucial risks you face; understanding the potential impacts and likelihood of undesirable outcomes; and, identifying and taking possible steps to mitigate or lessen the impacts.  It’s unlikely any one person understands all the areas of risk faced by a family farm. If you don’t know the answer or find it difficult to initiate risk management planning on your own, get assistance from Cooperative Extension, USDA, attorneys, bankers, insurance agents, and other service providers.  
