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Ag financier sees opportunities
for those structured to change

EByRODSMITH
Feedstutis Staft Editor
NEW YORK.N.Y.—Changedoesnot
often happen linearly but, more usually,
viachallenging curves that force people
who are not pre-
pared to duck —
rather thanseize—
the moment, ac-
cording io an

cierhere.
“"Lifeoftenthrows
youascrewball, ...

and you havetobe h,
bemmw(mha::l:; Rurik 8. Halaby
it.”* noted Rurik B. “R.B."” Halaby, chair
of the AgriCapital Corp.

I¢’sthis “screwball” characteristictha
makes predicting changedifficult, butit's
ot what happens that’s important but .
how one is structured to cope with what
E;mhesaidduﬂnganinterview athis
officein New York. It’s being structured
tohitthat pitch that will make agribusiness
asopentoentrepreneuriai ventures inthe
yearsaheadas toconsolidated, integrated,
largeoperations, he said.

Structured to change, succeed

Agribusiness has witnessed consider-
ablechangeinrecent years, Halaby noted,
Inthe 1960s and 1970s, he recalled. agri-
culture experienced “boom” expansion
yearsas farmers took advantage of export
markets and ready financing to buy land
and increase production.

However, in the 1980s, agriculture
struggledtoaccess markets and compete
abroad and with economic turmoil inthe
U.S., he said, and farmers found them-
selvesinafragmented, highly leveraged
industry movingtorationalization. Bank-
ers “panicked” and financing became
extraordinarily limited, he said.

Companies from feed manufacturers
and seed producers to farmers and live-
stock and poultry producers to packers
andretailersfetltoproduction/selling strat-
egies that were financially ill-planned,

Hin /)
I m%ﬂ”

-EostSthat weren trecoverable, debt loads -

thatexceeded equity and poorly prepared
estate or ownership transitions, he said.
All of this gave rise to consolidation, he
said,

Now, inthe 1990s,agribusinessisbeing
driven by changes that will be equaily
influential, Halaby said, most signifi-
cantly:

* The distance from producers to con-
sumersis shrinking. Historically, a farmer
saldhiscorn tothe elevator oraproducer
sold his livestock to the salebarn and
nevercared fororknew whathappened to
his product from there, he said.

Now, producers mustunderstand what
consumers demand in food qualities and
whetherthey are providing the animal or
plantproteinto produce that. he said —an
understanding poultry producers have
mastered and pork producers are rapidly
rising to meet.

This distance shrinkage. though, means
producers must work through coordinated
orintegrated structures or within proces-
sor rejationships so that decisions from
genetics to nutrition can be made “to get
the maximum” from the animal or plant,
hesaid.

He ardmittad enich rhanos dowe nat cif

well with producers who ar: arguing for
traditional farm operations and he said
that he is not anti-family or anti-diversi-
fied farming YHowever, he referred to
Ston Churchill’s theory that “the af-
fairs of state are long periods of turmoil
that are interspersed by quick periods of
peace,” athesis that he proposed fits weil
withagriculture, “We aren"vsalking about
big corporations versus small farmers,”

he said, “but about participating in long

riods of change.”
ucers who are structired to enter
coordinated systems wiil succeed. he said.

» The interaction betweer: production
and technology is increasing. Producers

—to produce competitive, high-quality _
meat, milk and other protzin — must-

embrace and incorporate technology,
Halaby said, and producers have a re-
sponsibility to be sure that they and con-
sumersof their products are comfortable
with and educated in new technology.
The 1960s and 1970s were peaceful. he
said, returning to his Churchill theory, but
events since then have rulec away hold-
ingonto status quo.

» The international markeiplace is be-
coming larger and more op2n as econo-
miesstrengthen throughout the world and
trade barriers drop. Producers who are
structured to operate across horders will
succeed, he said.

» Capital is returning to agriculture, and
producers who are structured tohave the
confidence of theirlenders will have the
capital adequacy tofinance good projects
and succeed, he said.

Halaby said that producers who are
structured tochange will be opento “the
re-entreprencuring of agricutture,” which
he explained means that there will be
many new companies and productionunits
establishedover thenextseveral years,

He agreed his view runs counter to
popular thesis that the industry — pro-
ducers and suppliers — will continue
downsizing into fewer and fower hands.
However, he said that as managers and
producers realize how to acticve closs
consumer relationships, link production
and technology, move to aglcbal market-
place and access capital, there wiil be
considerable “‘unconsolidation.™

He said that domestic and multi-na-
tional companies will offer or spin out
divisionsthey no longer wanitoconcen-
trate on, opening up opportunities toen-
treprencurs, investmentorganizationsand
management and employee seamstoac-
quire those units and form new compa-
nies.

Hesuggested thatthese divestituresand
spin-outs wiilespecially occurwithinlarge
organizations pursuing highly specialized,
high-valuebusinesses whilecarryingcom-
modity-oriented, low-value properties cthat
wereacquired in previous structurings or,
in fact, were a foundation tusiness no
longer suiting company strategies. He
said that this activity fits most companies
with agricuiture units and th:t there wiil
be a lot of opportunities to rs-entrepre-
neur and unconsolidate agribusiness in
the years ahead.

At the same time, he said. producers
structured to change, will create niche
operations to produce specialized fiber
and food products or to serv: or supply

'L mes i _ I

BUSINESS

Change/ Fromp. 10

producers as well as other suppliers. He
said that this activity fits demand from
consumers and from more and new agri-
businesses for high-quality, diversified.
specialized products.

Agriculture re-entrepreneuring will also
occur because of the accessibility of capi-
tal to support the event, Halaby said.
Bankers and other sources financing agni-
culture today are more judicious than in
the 1980s, he noted, butthey also are less
“transaction-oriented” and more "rela-
tonship-onented” — tuned to producers’
requirements for cash flows that are both
seasonal and cyclical.

Furthermore, he said, capital that un-
derstands agricuiture will not only be
available to agribusinesses but financiers
will be eager to underwrite new ventures.
Agriculture capital in the future will ap-
preciate the consolidation and
unconsolidation phenomena, Halaby said,
knowing that “both can goonforever.”' s



