
10.1

OBJECTIVE:

CURRICULUM  FIT:

AGRICULTURE  CONCEPTS:

COGNITIVE  LEVEL:

MATERIALS  REQUIRED:

TIME  REQUIRED:

Starting a Business
in Agriculture

ACTIVITY 10

In this activity, your students act in both sides of an
investment market simulation.  They develop a business
plan to attract money, and they evaluate business plans,
directing money into those they approve of.

MICROECONOMICS 30 -Topics A,B,GIV, I
● Ration scarce resources to their most efficient use
● Opportunity cost
● Role of investment in business

Economic Importance
Capital Intensity
Production, Processing and Distribution Systems

Application, Analysis, Synthesis, Evaluation

All resources are supplied.

Four 50 minute periods -
1 period for group planning,
2 periods of presentations,
1 period for investment planning and conclusions
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BACKGROUND -- For the Teacher
Throughout their study of economics your students have learned concepts about what factors act in an economy.  In

this exercise they are asked to apply that knowledge to a specific case.
The panel questions that are provided should allow groups to make sure that presenters have considered all the

significant factors likely to affect their business plan.  Some questions may be answered in the opening presentation.
For this activity to succeed, all groups must invest where they expect to make money.  To some extent you will be able

to base your evaluation of a group’s plan on how well it attracts money in the investment phase.  However, in determining an
overall mark for the assignment, you will also need to consider how carefully the group invested in budget, and how well
they understood the discussion of the general investment pattern and its comparison to their own choices.

We have suggested a format for the prospectus to follow.  It will result in a document 4 - 5 pages long; this is long
enough to include the information that would be critical to success in a real venture, but too short for extensive description.
If you favor another format strongly, you should feel free to ask that it be used.

PROCEDURE

Part 1
Preparation 1. Decide how many task groups you will use and how you will choose them.

2. For each task group, prepare:
- one copy of the group task sheet
- one set of money coupons
- one prospectus outline
- one set of interview questions

3. Photocopy the reference case studies.

Part 2
Introduction 4. Explain that:

- this activity asks students to apply their knowledge of economics to a particular
   business
- students will act both as promoters of a venture and as potential funders of other
   ventures

5. Establish the working groups and give them their materials.
6. List the case studies available for developing a prospectus.

Part 3
Student Activity
a.  Planning 7. Each group must either choose a case study or propose an agricultural business of
        (Day 1) its own.

8. Group members use the directions on the Group Task Sheet and the Prospectus
Outline to develop a start-up plan for the business they have chosen.

TELL YOUR STUDENTS
In addition to the information that will get people to invest

or loan money a prospectus always has two statements to protect
the proponents:

1. Prospectus must state that there are risks
involved in the process.

2. Prospectus must have a disclaimer stating
that there is no guarantee that the project
will succeed.



b.  Presenting 9. Each group is to make a ten minute presentation of their plan to the rest of the
class.

        (Days 2 & 3) 10. Students not presenting act as potential investors or lenders and have a ten minute
questions period to clarify their understanding of the plan.  They may use any of
the interview questions and add any others that will help them evaluate the
proposal.

c.  Investing 11. Each group has an investment budget of $100,000 in $10,000 units.  Members
        (Day 4) must evaluate the proposals they hear and choose which ones they expect to make

the most money.
12. Each group is to invest its total budget in projects.  The group may invest as many

units in a project as its members feel appropriate.

13. Have each group display the distribution of their investment in a bar graph.

Part 4
Conclusion 14. Tally the investment in each project and make a bar graph of the overall pattern of

investment.
15. For each project lead a discussion of why the project attracted the money it did,

and why some groups provided more or less than the average amount of support.
16. Have each group write a statement of how they would amend their project to

attract more money, or how they would proceed with the money they raised.

DISCUSSION  QUESTIONS

1. Did any group achieve its budget requirements from the investor groups?
2. Could the pool of money available for investment have fully funded all the proposals?
3. In the real world, what do companies do when they cannot arrange financing in a local money community?
4. Which of the two forms of raising capital (i.e. borrowing and selling equity) was used most by proponents?

Which was most popular with money suppliers?  Does this match with the real world?
5. What are the relative advantages and disadvantages of loan financing and equity financing for

a) money seekers, and
b) money suppliers?

RELATED  ACTIVITIES

1. Have the class members each obtain a prospectus from a company.  Compare them to the topic outline and each other
in terms of what information they reveal, what they ignore and what they obscure.

2. Invite a guest speaker to talk about consumer credit, business credit and equity investment.

10.3

NOTE
Do not allow any group to invest in its own plan or to agree
to reciprocal investment deals with other groups.
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STUDENT RESOURCE

GROUP TASK ONE

The members of this group have been brought together by an anonymous
benefactor. You have jointly been left a parcel of land in Alberta. This legacy has
only one condition: you must use the property as the site for an agricultural
business.

Your business can be in the production, processing, marketing or service
phases of any agricultural product. Your teacher has several case examples. You
may choose one of them, or prepare any business for which you can get
information.

You will receive your property by lottery. Once you have located the land on a
map, you must agree on an agricultural business that can succeed there and prepare
a start-up plan (technically a PROSPECTUS) for it. A business plan serves two
purposes during the starting and running of a business. It acts as a guide to the
entrepreneur, forcing him or her to examine the details of how to operate and what
problems to anticipate. It also works as a sales document, explaining the new
company to outsiders.

Your plan should include the items listed in the Prospectus Outline. Describe
topics A to E in point form or short paragraphs. Each topic will need about half of a
typed page, don't go beyond three pages for these topics. In topic F, items 1, 2 and 3
are best shown with financial charts like the samples included with this lesson. Item
4 and item 5 should be covered in a paragraph summarizing the charts.

When your business plan is ready, a group representative must present it to the
rest of the class. Your classmates will act as a panel of economists, bankers and
potential investors. Their role is explained in Group Task Two.
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STUDENT RESOURCE

Your group is to act as a venture capital firm. You have a budget of
$100,000 to place in agricultural businesses. Your objective is to increase
that money by either lending it for interest or investing it for a share of the
business.

Several groups will present proposals to you. Each has chosen a
business to take advantage of a land parcel they inherited. Their job is to
convince you to help finance their opening.

You must be certain that any group you invest in has a clear idea of
what it is about to do, and that its proposal will repay your money within a
reasonable length of time. Check oral presentations against the Prospectus
Outline, and use the question period to fill in any other information you
need.

Once you have heard all the proposals, you must agree on where your
money will earn the best return. Invest your entire budget, in $10,000 units.
YOU CANNOT INVEST IN YOUR OWN PLAN FROM TASK ONE.

Your teacher will lead a concluding discussion as soon as all groups
have placed their investments.

GROUP TASK TWO



STUDENT RESOURCE

PROSPECTUS OUTLINE

Your business plan should address all of the topics below. Your fellow students will
question you on any items you overlook.
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STUDENT RESOURCE
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STUDENT RESOURCE

Variable Operating Costs and Estimated Revenues by Crop



CASE STUDY 2: Cattle Ranch, West Central Alberta
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STUDENT RESOURCE



STUDENT RESOURCE
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Variable Operating Costs and Estimated Revenues



STUDENT RESOURCE
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CASE STUDY 3: Irrigated Grain Farm, Southern Alberta
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STUDENT RESOURCE
Variable Operating Costs and Estimated Revenues by Crop
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STUDENT RESOURCE

CASE STUDY 4:
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STUDENT RESOURCE
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