Agribusiness

When most people hear the word 'agribusiness' they think of farming and ranching. Thoughts of someone plowing a field, planting seeds, harvesting a crop, milking cows, or feeding livestock come to mind. Until about 1960 this was a fairly accurate picture. But agriculture has changed. Farming is still with us. Now it is best describes by the word agribusiness.

Agribusiness includes not only those that farm the land, but also the people and firms that provide the inputs (e.g. milk, grain, and meat); manufacture the food products (e.g. ice cream, bread, and breakfast cereals); and transport and sell the food products (e.g. restaurants and supermarkets) to consumers.

Two men, Davis and Goldberg first introduced the term agribusiness, in a book written in 1957.

Agribusiness system

· Agribusiness is a complex system consisting of three parts 

This three-part system, made up of

· Agricultural input sector

· Production sector

· Processing-manufacturing sector



1. Agricultural input sector:

· It provides farmers and ranchers with the feed, seed, credit, machinery, fuel, chemicals, and so forth they need to operate. 

· This sector provides three-fourths (75 percent) of the input used in production agriculture. 

· Such as, Purina Mills (animal seed), Pioneer Seed (Seed), East-West Seed (Seed), etc.

2. Production Sector:

· Production agriculture is only a small part of the overall agribusiness system, both in terms of sales (value of output), and employment. 

· The agricultural production sector has been the cause of much of the change in agribusiness. 

· They, in turn, have been changed by development in other areas of agribusiness, particularly in technology. 

3. Processing - manufacturing sector:

· This sector includes all the individuals and firms that process agricultural commodities (e.g. turn wheat into flour), 

· manufacturing food products (turn flour, eggs, and other inputs into bread), 

·  distribute and retail food products to the consumer. 

· The business in the processing-manufacturing sector acquire raw agricultural commodities from farmers and ranchers, then processing them into food products that are sold at times, at places, and in forms that are desired by consumers, 

e.g. Mid-America Dairymen (Dairy production), IBP (formerly, Iowa Beef Packing, meat packing).

IMPORTANCE OF AGRIBUSINESS

· Agribusiness is important in all countries. Agribusiness is the single most important part of the world's economy. 

· Agribusiness worldwide represents nearly one-fourths of total production

·  and employs nearly one-half of the people on the planet.

1. Economic Development:

Agribusiness plays a very big role in the economic development of most countries. Before economic growth can occur a country most first have an efficient and productive agriculture sector. This leads to the rise of the input sector and the processing-manufacturing sector, and leads to the need for fewer people in growing crops. These workers move off the farms to work in other parts of the economy.

2.  Network Development:

Agribusiness plays a key role in the success of our economy by making a network among the producers. It does this by helping producers better understand their needs. Agribusiness helps producers to decide 

· what products to produce and when to produce them, 

· when done well it leads to higher profits for producers.

3. Proper utilization resources:

· In every part of the world there are unlimited human needs but only limited resources with which to meet them. In agribusiness system, producers using inputs in the most efficient possible way. 

· This usually means using the best available technology to reduce costs to a minimum. This is consistent with their desire to increase profits. 

· By playing the market price for an input, producers say that its value in producing and resale as the final product is as least as great as price they had to pay for it. If producers cannot recover their costs they will not buy the input and will not produce the product. In this way society's scare resources are used in the best way possible.
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