
Give to AgEcon Search

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the 
globe due to the work of AgEcon Search.

Help ensure our sustainability.

AgEcon Search
http://ageconsearch.umn.edu

aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only. 
No other use, including posting to another Internet site, is permitted without permission from the copyright 
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.

No endorsement of AgEcon Search or its fundraising activities by the author(s) of the following work or their 
employer(s) is intended or implied.

https://shorturl.at/nIvhR
mailto:aesearch@umn.edu
http://ageconsearch.umn.edu/


() / 
/ 

✓ 

R O U G H D R A F T 

Not for Publication 

(Condensed version 
being prepared for 
Am. J. Agr. Econ.) 

UNIVERSITY OF C.l\UFORNIA 
DAV!,..., 

OCT 141975 

,_. Agricultur<r:I Ecunu,,;1cs library 

THE RELEVANCE OF AGRICULTURAL ECONOMICS TO INDUSTRY 

INVITED PAPERS SECTION 
1:15 p.m., Tuesday, August 12, 1975 

AAEA Annual Meeting, August 10~13, 1975 
Ohio State University 

Columbus, Ohio 

Speaker No. 2: Claud L. Scroggs 
Director of Economic Research 

1southern States Cooperative, Inc. 
Richmond, Virginia 

Subject: The Relevance of University Research and 
Extension Activities in Agricultural 
Economics to Agribusiness Firms 

'· 

/ 1 



. ' 
ROUGH 

THE RELEVANCE OF UNIVERSITY RESEARCH AND EXTENSION ACTIVITIES 
IN AGRICULTURAL ECONOMICS TO AGRIBUSINESS FIRMS 

Claud L. Scroggs 

DRAFT 

Concern about the relevance of work carried on by agricultural economists 

probably began three-quarters of a century ago with the appointment of Henry 

C. Taylor as.the first professor of agricultural economics in a land grant 

institution. The dialogue has continued with changing emphasis during periods 

of depression; war years, overproduction, and structural changes that have 
. . 

occurred in the production sector resulting from the historic migration of 

farm workers to urban centers and out of agricultural employment. Castle in. 

1970 warned that flexibility in organizational structure of research and 

extension activities would be necessary if programs were to have great rele­

vance to fast-changing and non-static problems. Johnson's scholarly address 

to this Association in 1971 argued that agricultural economics is not dead or 

dying just because the problems of the 1970's are different from those of a 

decade ago. Grove, Crockett, and Narrie elicited spirited viewpoints in 

their comments and replies regarding "irrelevance" as viewed by professional 

agricultural economists. With regard·to work relevant to the economic 

problems of commercial agriculture, Castle (p. 832) correctly stated that 

studies on the farm firm and non-farm firm, performance of the industry, and 

commercial agricultural policy are areas of study experiencing the greatest 

decline as public concern and intellectual excitement are being generated 

elsewhere. 

To explore further the opinion of Castle and to provide myself with an 

updated view of relevance of university research and extension activities in 

agricultural economics.to agribusiness firms, :r made a request by mail to the 

Claud L. Scroggs is director of economic research, Southern States Cooperative, 
Inc., Richmond, Virginia. 
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chairman of each department of agricultural economics at land grant universi-
.. . ... 

ties in our nation. In. addition, eithe"i: by letter or by telephone, I requested 

viewpoints and opinions from administrators of land grant institutions, ~s 

well as a large number of economists employed by agribusiness firms, t~a~e 

. associati~ns that are agricultural in nature, and farm organi~a~ion.s. 

. ... : _. .... -~ . : .' 

Responses received from 22 departments were most helpful in broadening my· 

understanding and knowl~dge of present programs. and activities beyond my·••··. 
.. .. ·. 

-. scope of intimate facts related mainly to the southeastern states~ In so~e. · 

instances, the information was sketchy and far from complete. From others, 

great pains were made to give detailed facts on all research.and extension 

activities as well as the interrelationships of the_teaching function with the 

othe·r two. - Interpretations and conclusions reached from study of this mass>of'· 
· .. · .. · ·.- . ·· . 

. information are totaily my responsibi:li ty . and an honest' effort to bri~g into · ·· ·. }; · · 

closer focus relevance to agribusiness .firms as I see it.. _In performing this 
. . 

chore,-! should point out that Ido so as one who at i:>ne time :wore.the.re~ 

search and teaching hat at a land grant university. Moreover,.my longer 

tenure has been as director of economic research for a regional farmer.,;.'~ed . · 

cooperative which provides some 200,000 farmer-members with purchased inputs 

and some marketing services, backed up by fee~ manufacturing ~lante;_, fert;ill:z;~r,,,:,-; 
' . 

factories, and co-ownership of an oil refin~ry •. · Retail operations of the , 
. . - . . . . . . . . . . : . . 

organization number something over 500 iri five states and Participation ' 

.with other regionals ranges all the way from plant and an~ina1;}esearch 

·· to mining of phosphate and potash. 
·!_:.:·< . . ··.:.-:: 

·This paper has five major purposes: (1) to examine the benefits to· 

agribusinest; firms directly and indirectly through better informed agricultural 
. . .. :. . ' . . . 

producers; (2) to present views on types of university re~earch and ext~nsion •·· 

. aqtivities that should be emphasized; (3) to discuss possible' conflicts· that·· 

. -exist between university activities and the programs of agrib~~i~ess .· firms;/,.· 

·'.., .... · .. _~--,:~··:-< . 
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(4) to explore the potentials and problems of joint university-firm research 

activities; and finally, (5) to bring i~to focus the viewpoint of agribusiness 

firms regarding the relevance of university research and extension programs. 

Benefits from Better Informed Producers 

From its very inception, a primary objective of the land grant c9llege 

system has been to develop programs of research and extension activities that 

would result in better informed producerc and to provide educational information . 

relevant to production and marketing decision-making. With an ever-incireasing 

demand for off~the-farm supplies and services, enhancement of the knowledge 

level and sophistication of farmer producers is a continuing challenge for 

agricultural research extension and activities. Deep concern about the extent 

to which the challenge has been met is attested to by the continuing dialogue 

about relevance. 

It is my judgment that university research and extension activities that 

improve the knowledge of agricultural producers do benefit agribusiness firms .. 

directly and indirectly. If all agricultural producers were as well informed 

on technical, economic and business aspects of agriculture as the top five 

percent, most agribusiness firms could operate much more efficiently in both 

purchasing and marketing activities. Better informed producers could tell 

suppliers what production inputs they need instead of requiring suppliers' 

assistance in selecting alternative herbicides, insecticides, and the like. 

Well-informed farmers do a better job at enterprise selection for each year 

and at utilizing the futures market to hedge returns from marketing their 

products. Knowledgeable producers can produce a product better suited to 

market needs -- better variety, grade, staple length, moisture content, and 

the like -- and thus enhance his price and enable marketing firms to develop 

more sophisticated marketing programs. 



Because of the lapsed time between production cost outlays and eventual 

·payment to farmers for marketings, capital requirements for agricultural 

production have been escalating at unp:.-ecedented rates. This fact alone. 

makes it essential for producers to be well informed about general business 
. ' ' ' 

practices. L In terms of accounts receivable, it would certainly .. aid business· 

firms if all producers were better informed about,· and able to underst~d, 

credit practices and operating policies of business firms, a definite weak­

ness in today's scenario of producer-fjrm relationships. 

Producers are both customers and suppliers of firms involved in serving 

the agribusiness sector. A lasting relationship between supplier/customer 

cannot be attained if one party has the other at a disadvantage. A condition 

·of mutual trust must be established, and this comes about in various ways.· 

One of the most important is knowledge -- an awareness of·supply.and deman<i.,. 

both domestic and farm, availability or lack of purchased inputs, changes in 

the general economic· climate, and a host of technical factors associated wi.th 

the complex business of agriculture. 

Many firms involved in selling production supplies to producers must bear 

·the cost of educating producers whose knowledge level is below that required. 

to understand the technological and/or scientific facts. relevant to the use 

of some products.and services. To the ext.ent·that farmers are better informed,. 

whether through extension or other educational efforts, costs borne by agri­

business finns can be reduced. In a cooperative, better infonned producers 

can provide better board members and theoretically should improve the manage-

ment of local, regional and interregional associations. On the other side of 

the coin, the poorly managed.agribusiness firms should expect nothing but bad 

relations with better informed producers. 
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:· :._:,:·:- .·· .•. -_ .. 

When misunderstandings result from pricing policies or situations· due··· · .. ·. • 

to producers~ lack of knowledge, agribuEU.ness firms are forced to'.•expe~a<;:} 

personnel time and money that would not be required if all facts were 'known~, 

Crothers in 1974 prepared a brief monograph which gave disgruntled producers 
: . . . . . 

in Maryland specific reasons for buyer discounts on high moisture com.· When 

producers saw extension-produced figures which they considered as legitimate 

· and unbiased, pressure on grain buyers was reduced considerably. 

Admittedly, in the short run mariy firms might not benefit from actions 

of better informed agricultural producers. For example, grain farmers could 
,• : :·= ._: . ·:··, .. .-, ·;-· .'·: .. :::-:: . .... 

make marketing decisions that would run counter to the volume goal of a grain 
' ' ' 

elevator, or market-wise. producers of commercial eggs could cut layer numbers 

iri an effort to overcome price-reducing surpluses and thus reduce the ,output· 

potential for hatcherymen serving their segment of the industry. For the_ 

economic •. good of all concemed, however, in the long · run the better informed 

agricultural producer is one who understands costs involved in doing business·• 
j • • • • ·- ... •• • 

and better able to telegraph his needs'more effectively to business firms with:· 

.. ·' which: he ·deals. By having a better understanding o~ the part of the agricul~ . · 

tural producer, there ·can be a significantly decreased cycling.· ·Peaks and·· 

valleys of cycles in purchases and sales can be smoothed out considerably~ 

The producer can communicate more intelligently with the agribusiness firm 
. ', . . ' . . 

·. in a variety of areas ~hat would benefii both the farm and the business. firm. , · : 

Because of closer member relations and ownership ties, this particularly · . 

relates to cooperative firms~ · 

Needed Research and Extension Emphasis 

·Representatives of universities who responded to my inquiry wet~ 

:apart regarding viewpoints on types of university research and extension that 

should be emphasized. Many were of the opinion that basic research would be 



most beneficial t:ci a.c;p:ibusiness firms, as well as producers and ultimately 

to consum~rs. Thi~ same group believ~d short-run benefits are derived from 

.• a~,Plied. research but that only basic_ research. could produce long-r\lil. benef_it:E3 

·· · to all seg~ents of the industry. 
' ' 

Others felt just as strongly that all 
· ..... 

· .research and extension activities should be directed toward applied :;esearch 

and problem-solving. While some claimed their prograxns. attempted to empha-:: .. 

size the "total systems'' nature of the food industry or a. balanced program 
. ·- . . 

serving all segments, others recognized that many agricultural economists · 

at land grant universities have never really brought n~w-realities of the 

agricultural structure into sharp focus in evaluating research and extension 

programs. · F.or several, especially those struggling with the constant· qu~s~ · .. · 

tion. of priorities in the use of limited resou~ces, major E>.mphasiS was being 

given t.o the pr~bletns at the farm an~ ''first;; market ~evel. w~u/ such wide 

· differences in viewpoints and areas of emphasis of resear.ch and extension 

programs, it would seem that a dialogue about·relevance has prospects foz, 
. ·.. : · ...... · ·, ' : : 

long tenure. . . .· · · · ··. · .. . - ·. ·\· >< · 
Perhaps a point of irrelevance ·would concern .the. ;,who" to be included 

ih either current . or future dialogues. This .• staternent is: J;>'rompted·.by a/'.' :i.s :. 

question to me recently from an industry of agriculture executive who wanted 
. . . ' •. . . .· ·, 

to know if an .environmental.resources specialist was the same as an agricul-

tural economist. Title changes of researchers and extension specialists.· 

formerly known as agricultural economists may more_ aptly fit current assign""'. 

·· ments but are indeed confusing to agribusiness personnel unfamiliar with · 
. - : . . 

ever-changing land grant structure •. The·· latest listing of _department 

names which house the broad category of professiona(agricultural economist~ 
. · .. '. :._ :',:·.:-.:·,.·<_;~::~::--:; 

bear such names as Institute of Natural and Environmental Resources, Division 

of Resource Management, and such other titles that either do· not include the 

word economics or the word agriculture. Of the 49 states . (Alaska.·exclud~d), . 

the departments at major land grant institutions ·inciude•25; that are known. 



as departments of agricultural economics and 8 that are known as departments. 

of agricultural economics and rural,sociology • 
... 

Rather than delving into types of university research and extension 

activities that should be given emphasis by land grant institutions, perhaps 

a more important question is: "What can agricultural economists do to pro­

mote progress in agribusiness?" Admittedly, this extends our parameters 

beyond university responsibilities and encompasses a broader base, including 

the public sector and its responsibilities toward improving the efficiency 

and effectiveness of the private sector. Economic intelligence, especially 

market intelligence, is most important to the operation of any business. 

In most instances the public sector has better access to economic intelli­

gence and can analyze and disseminate this intelligence at far less cost 

than leaving it to businesses individually or even their trade associations. 

Moreover, government often needs this intelligence for its own operations. 

in meaningful configurations or inte,rpretations, in derivation of useful 

parameters such as elasticity coefficients. 

As a working economist in an agribusiness finn, it is my opinion that 

land grant economists are doing a very poor job in supplying industry of 

agriculture firms with economic intelligence. There is no comprehensive 

and systematic approach for providing such intelligence. While there are 

some very fine monthly publications on outlook information and/or economic 

newsletters, the effort is largely haphazard and coverage of all facets 

of agribusiness is left to chance. In most instances, each professional 

proceeds largely independently. There seems to be no organized effort to 

create a team approach to the whole waterfront of economic intelligence 

needs. Badly needed is a nationwide approach tc, assessing the economic 

intelligence requirements of agribusiness firms and a coordinated effort 
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nationwide to meet these needs. If:each of the 50 states is left to go its 

own way, the end product will be inferior and incomplete. At the same time, 

scarce resources are wasted through;duplication. 

Thinking beyond the area of economi~ intelligence, both business finns 

and farm firms should benefit from research projects seeking to reduce 

marketing margins by improving the efficiency of agribusiness firms. puring 

my years with an agribusiness firm and based on the opinions of many plant 

managers with whom I have contact, economic and engineering studies on plant 

efficiency are considered to be generally poor although there have been a 

few good ones. Too often, it seems, the economists we:i::-e trying to identify 

industry cost functions without really asking themselves who would use them 

and for what. Perhaps this is a reflection of lack of association with the 

real world and a carryover from the academic discussion of cost curves in 

classes and a preference for the "empirical." Such research does not develop 

or provide a methodology that students could take upon graduation to their 

employers and be able to go into their plants and show them how to reorganize 

their plants to achieve a higher level of operating efficiency. Total effi­

ciency is a combination of physical efficiency and economic ·efficiency. The· 

industry of agriculture needs scientists who have both abilities or inter­

disciplinary teams whose members have the expertise required. 

College economists--teachers, researchers; and extension specialists-­

often have never had much contact with the real world. Most have only a 

textbook understanding of .the firms and marketing system. An economist can 

learn as much if not more about economic phenomena and how our economy func­

tions by actual contact and participation in economic activities as by·· 

detached studies. No person should get a PhD in marketing (or even farm 

management for that matter) until he or she has established credibility in 

a real world situation. This would require internships with business firms 

or in a real life operating situation in a public agency. While many 



departments of agricultural economics are offering programs of internships 

or off-the-campus arrangements for learning-earning programs, especially 
,, 

designed for undergraduate students', bere are pi ti fully . few arrangements · •• 

for internships in industry for PhD candidates. Such candidates could be 

given real problems to solve and the r~sults just might be mutually helpf.uL 

Moreover, there is great need for post,graduate internships that could be 

awarded to teachers, researchers, and extension personnel to undergird their 

level of expertise with real life experience. 

Again, this is an area in which only the slightest progress has been 

made, and it seems to me there should be a comprehensive and systematic 

approach to ways by which our land grant professionals. could gain bett~/ 

understanding of real world decision situations that confront both private 

and public managers. Out of this should come new advances in computerized· 

.decision models, better understanding of the kind of management information 

system that resec:1.rcher·s should develop for ag:tibusiuess firms, be they large 

·or small. 

As an economist in an agribusiness firm, I recognize that ,the research 

•. work and thinking of college economists are most important. in estab_lish,tilg, · 

the rules of "economic games" in our economy. State legislatures and com-:- ·. 

missions rely heavily upon them as a source of reliable and relevant infor- · 

mation. Public agencies in this arena of "economic games" ·are often just 
. . . . -.. 

regulatory agencies and develop a dangerous bias insofar as adjusmients :in 
. . . . . .. . 

the rules are concerned •. With 'the role of government at alllevels increas~ •.. ·' 

ing, academic economists can easily go off "half-cocked" unless there. is 

sufficient interaction between them and the business community for them to 
' . ' 

fully know all the concerns and all the parameters that must be understood 

in developing the public roles and framework under which business is.forced 

to operate. This is another reason for requiring internships in business· 

for those who are to regulate business or work for business. 
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On the other side of the coin, large agribusiness enterprises can and 

do have highly qualified professionals ,on their payrolls. They provide 
. ' ... 

expertise once only available in a few corporate enterprises or educational 

institutions. This evolving situation means universities must maintain 

closer touch with industry to maintain .their relevancy. Some research and 

teaching or training must be done by industry, but universities must prepare 

personnel and guide long-term research efforts. Just as it is essential 

that internships be provided to students, researchers and extension workers/ 

it seems vital that some reciprocity should be permitted by bringing industry, 

economists back to the campus for sabbaticals or, perhaps, shorter stints 

for research and teaching assignments. 

With programs of this type that develop closer rapport, college researchers 

and administrators would be closer to, .and have a better understanding of, 

the agribusiness facet of their clientele. Moreover, the research economists 

would be better able to adapt their research programs to the growing eco11omic 

research capability of business firms. On another front, and one that is 

carried out rather successfully on some campuses, in my judgment, most applie~ 

research programs in the entire college of agriculture should have some input 

from agricultural economists during planning and evaluation phases of their 

research efforts. 

Conflicts Between University 
Activities and Agribusiness Programs 

Based on my own experience, there seems to be little real conflict be-
' 

tween university activities and programs of agribusiness firms. But, since 

we are discussing relevancy again as a part of our associations' program, 

some areas of conflict are evident and becloud relationships. Generally 

speaking, where such conflicts exist, they are not all encompassing and in 

many instances involve personalities rather than a whole department. Con­

flicts which do exist normally occur because universities and agribusiness 



firms go their own separate ways without a coordinated effort. ·univeri;ity 
. .·. .. 

research so often does not fulfill basic objectives which meet the practica:1· > · 
,, . 

needs of the industry. Thus, agribusi'bess firms perform their own research 

which. often is considered to be less; "pure" by college professionals. ·-• For · 

example, my own organization, together with other regional· cooperatives 

throughout. the nation .and Canada,. has research fa:i;,ns .• for testing. and-. e~aiu- .. 

. . ating feed rations, medi~inals, farm che1dcals, a inul ti tude of farm supply 

.·items, as well as for the development cf new strai~s ·- of g~ains. and forages -

.all-of-which involve economists as members of research teams. 

Occasionally, a university uncovers evidence contrary to that 

· commercially. When this happens, i b is a signal to both parties to clouble"'.' 

•- check their methodology and results and serves a.s a positive force for re;..•·­

sear_ch in -_general. 

Typical of the type of conflict that can arise is the result 6f lan~-

__ grant production specialists making. ~recomrnend.::.tiona without having rcce:i. ved 

the assistance of economists in providing data on the economics of hand.ling· 

and storage costs of fertilizer materials at the ret~il ievei.' For instari~~/-· · 

in the marginal moisture areas of the western Dakotas where extensive· agri- · ·-
. ·" 

culture is practi~ed, it might be·show~ by research ~hat anhydrous ammonia-

may perfonn well on range land and small grains. While ammonia is a.cheaper 

· product to manufacture, that fact . does not necessarily mean it will be the _· · 

lowest priced material to apply. A dealer must invest in special storage, 

._ application equipment, additional labor and energy to apply the material. 
. . . ,;.. . . .· .. ,.'· 

_--.-__ . In areas. where ·bulk blending plants already exist/ the higher priced. dry}_:,: ;;-/, 

urea fertilizer may still be applied at a competitive price with e~isting 

equipment.and manpower. 
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Probably the most controversial conflict today is concerned with the 

role and growth of agricultural com~ulting firms and how these might conflict. 

... . . 
with university faculty members who,also, in some instances, engage in 

consulting. When extension service and research people consult and advise· 

farmers, large producers, and business firms, they provide rather unique 

services which in some cases could be better handled by consulting firms. 

For example, individual feedlot operators are provided information unique 

to their particular operations by extension workers without fee, and in 

other cases there are university personnel who engage in consulting arrange.;. 

ments with feedlot operators of the same size. In situations of this type, 

a possible conflict revolves around the natural concern an administrator 

has over how much professional.time·can legitimately be 

unique to a single firm. Just how far can a college go i.n making one.:.:.ti.me 

studies and preparing unpublishable reports that are made available only to· 

firms whose specific data have been used. 'l'o the extent that agribusinesses 

want"free" consulting and universities want "free" publishable information~ 

·then this can be interpreted as an area of conflict. 

Having collaborated in many ways and especially by providing information 

on my organization to researchers and extension specialists, on occasion I 

have rather pointedly suggested that similar information should be obtained 

from non-cooperative agribusiness firms that arc performing services similar 

to those we offer to farmer members. The answer received and expected was 

that the potential disclosure of trade secrets or organizational secrets 

which agribusiness firms may have are closely guarded. It would only be . 

fair to point out, however, in areas of the country where major regional 

cooperatives are competing with each other at the local level, there is also· 

reticence on the part of some cooperatives to be free 

tion. And, of course, a major conflict is the public int:erest 

tation of research. Public economists, if they arc to live up to their 



responsibilities of serving the publ!ic _interest, cannot become captive to 

any firm or group of firms in discharging their jobs. 
·, 

Another area of conflict could be- well related to one's philosophical 

leanings. I personally have rankled at many university research studies 

that in my view were unrealistic or were contrary to the economic interests.· 

of farmers. There is danger that some readers, including Congressmen, have 

implicit faith in what a college professor says and because of this danger, 

industry people with good reason become agitated by some college professor's· 

writings or remarks. It could be argued that a professor is right when he 

says programs which raise farm prices or which give farmers "muscle in the 

market place" are monopolistic and, hence, contrary to the public welfare. 

But, he may also be terribly wrong if the rest of the economy is so imperfect 

that farmers also need monopolistic powers to achieve economic justice. 

In the future just as in the past, there will be conflicts between 

economists on the one hand and farmers, farm leaders and industry people 

the other--much of which will be totally unnecessary. As scientists, econo­

mists should be able to disagree without being disagreeable. 

Potential for Joint UniversitY:Firrn Research 

Joint university-firm ventures have long. been envisioned as highly· 

desirable and with unlimited potential. However, it is a type of activity 

that is more or less in its infancy. Someone needs to give thought to 

developing more useful ways of interaction between business people and 

.researchers. Business people are not satisfied and they do not think it 

is enough to be asked -what they believe to be research needs and problems. 

Would it not be better to discuss important decisions to be made by private 

firms and public agencies and what kind of new knowledge is needed for 

intelligent decisions? And, further, would it not be useful to discuss the 

goals of firms and the goals of society in an area of activity.and what 
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needs to be known to develop optimum ,,systems or strategies, with differences 

in goals and values frankly discussed?.,Without such dialogue, researchers 

tend to become too irmnersed in their:ivory tower theories and lose touch 

with reality. 

Problems 

Joint university-firm research has not been used as much as it should 

because university personnel are frequently not problem-oriented. In the 

future and because of budget tightening processes, I firmly believe univer­

sity people will become more concerned with joint university-firm approach 

as they become more aware of constituents who can help them. Frequently in 

the past, academic people have had sufficient funds that enabled them to 

ignore non-academic opportunities. 

Probably the most vexing and difficult problem confronting joint research 

is related to time and scope of research undertaken.'· Whereas the university 

usually looks at the longer range point of vie:w, in<lusti:y tends to E:mphas~;£.~ 

the short-run. Moreover, industry interests often by necessity limit the 

scope of a problem to a few alternatives, as opposed to the general consensus 

that university researchers should consider a much broader range of ait~;;ria.:.. · 

tives. If a proper perspective is maintained by all concerned, there should 

be no conflict between these points of view. 

With scarcity of public funds, it is essential that agribusiness firms 

should share costs of joint research activities. In turn, agribusiness firms 

will be interested in projects that are regional in nature, and this means 

many administrators will have to compromise on the present rather hard-nosed 

opposition to research funding outside their geographic boundaries;. Many 

business firms make grants to the university and extension research, and 

from these is expected maximum mileage. In this rcga.rd, industry may expect 

more than is sometimes possible and do not alwvys recognize problems faced 

by researchers in finishing projects that have been inadequately funded. 
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Benchmarks of Success 

•·A· go~d relationship between uni:versities and• ~gribusine~s firms.· 
., 

generally is possible if firms.are org~nized in trade. groups that invit~ 
' ' 

extension and research people to p~r-ticipate in their acti,.,"ities; · My 
"., ·. . . ·. .' _., . . _ ... 

personal appreciation and ·understanding,.of such benefits has resulted 

from.my 16-year affiliiition with the. market research committee of the.· 
' . . ,. ·.· . . ;· ... : .:· '.-,: .. .-: 

Am~rican Feed Manufacturer~ Association~ 'Just.last year, for example, 

that committee was hosted by the Department ~f A~~ic~lt:~rai Economics 

here on this campus and with key res-.earch and extension people promirieritly · 
•. . . . 

' ' 

involved in the two-day program. 

Probably one of the longest continuous examplesof successful joint -

activity·could be credited to the Tri-State Committee for Education and · 
' ' 

Research, which is composed of land grant e~onomists in Mississippi, ··· · 

Alabama and ~uisiana for research and extension activitieswith·farmer 

.· cooperatives. in the three-state area. A comparable four-:i:;trltP. r.ommittP.P.\ / 

is functioning quite effectively with join:t efforts with coopeatives in; 
. . . . ~ 

the States of North Carolina, south Carolina, Georgia, and Florida •. Two 

days from now I shall be meeting with a group of extension researchers 
.. . . 

from five states i~ the Mid-Atlantic .. region, as well as representatives · 

of USDA, the American Institute of Cooperation and state councils of 
: .. . : . :-

cooperatives.·, Our purpose is to plan the first program for a five-state 

·~ committee involving Virginia, West Virginia, Delaware, Maryland, and 

Pennsylvania~ I should point out, however, that for this chore I shall· 

be wearing the hat' of chairman of the education committee of the Virginia -

Council of Cooperatives. 

Because of a recent experience with an educational pilot project, the 
' ' 

agribusiness firm I represent is convinced of.benefits that can be aJri~~d 
' ' 

· .from joint unversity-firm research activities. Following extensive pla_nning 



by a multi-state committee made up of a state extension specialist from 

each of the five states served by Southern States Cooperative, two repre""'. . 
,, 

sentatives of the Federal Extension:Se-rvice, a representative of USDA's 

Farmer Cooperative Service, and the:President of the American Institute 

of Cooperation, this committee worked with key staff from our retail 

operations and from personnel and management training. In the initial·. 

planning sessions of the chief executive officer, the assistant general 

manager, and the executive in charge of retail distribution were included 

in the deliberations. Between July 1972 and September 1973, the team from 

the public agencies conducted a total case analysis of one local farm 

cooperative in each of the five states. As a result of these studies and 

the identification of problems, the extension research team and the Southern 

States staff team prepared a program format and subject matter for .. seminars 

which were held for all local managers, the regional staff and selected 

central staff or approximntely 300 individuals. There were three seminars 

with eight professors involved. These were not programs the extension 

service built on its own. Southern States had a major input and say-so as 

to what was needed. Each seminar was a school on managing, to teach managers' 

to grow with the business so it will not level off in gross volume or even 

deteriorate. For the fiscal year following the seminars, remarkable improye-

ments in cost control and operating efficiency were reflected in lower han­

dling cost per unit. The lower handling cost, coupled with greatly increased 

volume, produced the largest net savings for retail points in history. The 

actual decrease in percentage of operating costs per dollar of supplies 

handled was: In farm supply cooperatives, from 18% to 15.2%; in petroleum 

cooperatives, from 17.6% to 15.4%; in petroleum branches, from 17.1% to· 

15.7%; in farm supply branches, from 19.1% to 16%. 

•~:-1,.,;-
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_Without·_·question, the research-1based ~eminars or workshops .contrib11ted 
, . . . 

much to closer control ·over. expenses and more intelligent· management~ ... The 
. ·, 

extent of the contribution would be di"fficul t to compute; bu{ re~ord~ $how..- ·. 

the organization handled 26% more dollar volume on .11% more dollars and 

· salaries ancl 3% more employees. Most of this ·is attributed to the'.training 

service. Not only has the.efficiency of our re~ail distribut:ioll system> 

been improved, but through such improvements we have b~eribette:r able to . 
. ... 

serve our_farmer'.'"members and·enhance their.farm.income through•gfeater 

· patronage refunds • 

. · This benchmark effort in joint activity ·is now. being replicated _t,h,i;:ou~h,..._ .. 

out the country for the benefit of other agribusiness firms and famers 

sex-ve •. 

Agribusiness Better Served by Extension. 

It is my judgment that extension orientation_towar~ agric~ltu~~l ~n~u~­

. ~ries is saving the colleges of agriculture from a rather complete isolation 

from agribusiness. Reference is made to the extension specialists rather 
, . . . . 

· ·. ·· · ..•.. ·. than extension field staff.. The latter who operate on the county' ievel are:, 

deeply involved in administration of Federal projects and hate little ti~~ 
: . . , . . 

or_expertise to offer,.even to.smaller business firms. 

I know I do not speak for myself alonewhen I say themajorityof· 

• · . econoin~sts in agribusiness -firms feel that agricul tui"al eco~omic~ as pr~c­

·. ticed on the university campus virtually has ."no market" for its research..: ... 

other than among other university. economists. I ~un concerned that too 

: many . of them have lost interest in farmers and · in fanner • businesses. · · Iri •· 
. . . . . . . 

·. the vernacular of the day, · their .. intell~ctual "high II seems to att~in .--~ .· 
. . . . .. ~ 

.· level of ~atisfaction through quantitative analyses of masses of .data, . 

·which provide the opportunity for constructing e.cono1nic models, util-izing 

computers, and thus keeping busy without bothering anyone. 
. . 



.. 

. · Having served on the most recent ad hoc committee for evaiuating 'the i 
As~~ciation's Jou~nal~ I feel I have a good reading of viewpoints about the 

: Journal~•. not only. from industry of agricult~re scientists b~t. from_ land_.i .. 
. .· . . 

grant research and extension personnel as well.· There definitely is a 

•. strong feeling that the Journal is not the place where one can £ind relevant 

· reseax-ch reported,·. and few if any decisions are reached by agribusiness . 

firms on the basis' of Journal arti~les. · .·.· 
. ,.· ·., 

Because of the lack of communication between the "doers" and "users'' . 

. of research, I am firmly convin~ed · the "_ivory tower".· characteristics of 

. some university .research is primarily due to the fact that the potential 

Users do not darken the door of the reseaicher o~ the research administrator. · · 
,.. . 

- ·. Thus, we have highly theoretical investigations and too much Untested 

research. Theory definitely has its place, but it should be tested in. 

practice. Theory should be used as .a tool and not be viewed as an end . in · 
. . . ; . ' 

itself. From time to tir.ic university researchers and .theil:· graduate stu;:_ 
. _··.. . . > . ·, . 

dents have forwarded completed reports and theses tome with.the suggestf'on 

... that their content offered much that would be· helpful to my firm in decision:. < 

making.' Frankly, on occasion, these studies have been a~frbnt to my inte-i.:.:·::·:: 

· ligence~ Recently, for ex~ple, I received. a thesis from aM~ster's candi- · 
. . ' . -

: date ~hich had already. been approved by hi.s committee and his degree· .. awa~cied. 
·_.·. ·.· . . .· .. • .· ·.: 

True enough; in typical fashion for-~ budding econometrician, he pre~~ted< 

page after page of highly mathematical formulas as his model unfoled. ·. H'c,~-
. . . . . . '···.·' -, 

ever, because of his lack of knowledge about the real worid of th~ commod;i~y •... 
.. . . . 

'he had chosen to write ~~ut, he had coinpletely overlooked an important. 

variable and thus, in my view, had produced a worthless piece 

< Frankly, I did not pass it on to the D~partment head who had res~ns!bilities 

involving that particular commodity, as the graduate student had requested 

me to.do, because I was ashamed of the fact that such research was coming 



out of a land grant university and f.rom an agricultural economist. 

As an industry economist, I continue to be 

" reports hot off the press are based on""economic data that 

seven years old. And,.at the same time, rigid analytical 

used in producing inferences. This is further disturbing when I 

well the data series used in the analysis are recogni?ed by most industry 

resear£hers as quite flabby and far from providing accurate measurements 

of the segment of the industry under study. Certainly, this type of re­

search does not enhance the credibility of agricultural economics research 

at land grant colleges and offers no help to agribusiness decision maker$ 

in planning or plotting alternative courses of action. 

Sumr11ary 

In summary, it is my view that university reseo.rch and eA-tension activities 

· that 'improve the knowledge of agricultural producers do benefit agribusiness 

firms directly and indirectly. Our continuBcl discussion of the relevance of 

such acth,j ties is a· reflection of great differi:mces in viewpoints on needed 

emphasis, ~ segmentation that cannot provide the economic intel:Ligence. so:: 

badly needed by all .facets of the industryof agriculture. Conflicts between· 

university activities and agribusiness programs do exist, but are not insur­

mountahle if communications are improved and if allconcerr1ed recognize· that 

relationships conc.1ucive to a. coordinated effort can be readied only by traveling 

a "two-way11 street. By overcoming such conflicts, :::·,Arhaps the doors will be 

opened to greater pctential for joint university-firni research.· Finally,· ex­

tension economists--through their research and related activities--are prq_viding 
. ', .· ··_ .· .. ·- .. ·-· 

the most relevant services to agribusiness firms. Campus research of agr:i.-
. . . 

. . 

cultural economists, especially that. reported in our association 1.s Journal, 
. . 

does not offer a major input to decision-making by agribusiness firms. 

-,--
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