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AGRICULTURAL ECONOMICS AS AN AID

:’ IN MANAGEMENT DECISION MAKING

The subject of thlS paper is the contrlbutlon of the.

?magrlcultural economlcs profe551on to the management de0151on
i;process 1n agr1 bu51ness flrms. It covers the 1mportance of
f;agrlcultural economlcs tralnlng in management as well as - th
‘xgmlmportance of agr1cu1tura1 economlc research 1nclud1ng 1n-*i
ﬁ house and un1vers1ty programs. My frame of reference 1s eXI

JF:perlence w1th an 1nternat10nal marketlng flrm deallng w1th
'Cprocess1ng, domestlc dlstrlbutlon, and exports. My blas shouldff
7ibe understood——not that I am a complete captlve of my env1ron—#
| ment but I am looklng at thlS prlmarlly from the p01nt of;
'ﬁm_ v1ew of a firm w1th a strong applled research staff Conse'

”quently, the need for applled research conducted at the

’ unlver51ty is less ev1dent to me, than if I were 1n a f1rm

i w1thout such capablllty
| The 1mportance of agrlcultural economlcs‘tralnlng to the'"“
g;deci51on maker should be eV1dent The prlmary functlon of an.f:_
;Tagrl-bu51ness marketlng firm is the allocatlon of food andir"lt
7*if1ber from the tlme of harvest throughout the 1nsu1ng year‘
,or even years,»and 1t seems 1mperat1ve that the dec151on
i?makers‘lnmsuch»flrms be‘tralnedrln‘the ba31chconceptsmoff

Eifofdeconomics; REE ‘ e )
| ' The marketlng de0151ons,'espec1a11y 1n food must cope

’Tlncrea51ngly Wlth a more sens;tlve worldw1de productlon and



demand function. Insulative stocks that can forgive bad.mar-
’keting dec1s1ons no longer ex1st and marketing dec1s1ons must
call upon the best theory, 1nformation, and ana1y31s p0551b1e.v

The prospects for economic recovery in various countries

arOundvthe world,che prospects for 1nflat10n, and thejtrans~'t»ﬁp‘¥~

lation of this in purchasing power, and effective demand for f:ivb
‘.basic agricultural raw materials can be best understood by',>
thOSe trained in the'rigors of economic principles,' bl

| The amount of training and where and how the individual
:receiVes his training is not nearly as important, as the type
‘ and quality of trainingvthe‘individua1~receives. The type
referring to‘basic principles versus applied "how to" courses;,f
The quality of training refers to the capab111t1es of the o
1:1nstructor and the priorities placed on teachlng by the col-
‘leges. Trainlng is most useful when the 1nd1v1dua1 is 1ntro%
‘duced to basic COncepts that broaden his learning hOrizons,f
vfMarketlng courses that stray too far from basic principlesnfl

ido not, in my opinion, contribute as mnch to the education

‘esof'people~We_think will be successfiul in our firm, as courses

~ which concentrate on basic tools that can be applied to endless
types of situations.
The successful economists in agri—business today must y»,}ff'

‘ have'a firm understanding of economic principles, be able“

’.‘to relate those princ1ples to the day—to day problems, and

l ‘”?fmbe able,to thlnk, reason, debate, communicate,‘and work in:.-*”"‘”

'“iharmony w1th those around him.-




This training can best be done by ééecialists in the
-art and sciencé of teaChing.who are’attracted,.fewarded,'and
held in thélteaching'profession, and not by,research assis-
tants or teaching assistants or high—powefed researchefs who
are obligated to carry a certain teaching load. |

 The’greatest contribution of the agricultural economics
departments in the U.S. today, by all odds, has been and cqn?‘
vtinues to be education and development of the scientificiand
managerial talent that has subsequently contributed to the -
‘strength of the U.S.ieconomy.‘ This may or may not be fully
undefstood by our-colleges or the legislation supporting col-
lege fundslfoday."The popﬁlar sldgan,‘ﬁpublish or periéh",»
“is an indication that it may not be as well understood as iﬁ

" should be.

Importance of In-House Economic Research

The contribution of in-house research depends»on the
attitude of management. Is managemeﬁt receptiVe‘to,research
results? Is management willing to support, encourage; lead,
suggest,‘and use the research? If not, I would not suggéSt
a 1argé in-house research budget, becaﬁée it will notvthrive
»and)the results will probably be very expénsive and not very -
useful. |

Given,the proper enVironment for reséarch Within'thé
firm,:there are some problems so cfitical to'thefsuCCess of

the firm, that management needs their own researchers to con-



stantly llve Wlth develop, 1mprove,>recognlze the llmlts of"

. current analy51s and, in general, give that problem und1V1ded
tattentlon.>fSuch attention and capability can pay returns far
greater than may be‘apparent. In addition,'some researchyef;' {ift

vforte or problems require full-time attention; and it may bevr‘

‘more efficient for the firm to do its own analysis.f.,. ’

| There is often an interchange between researcher and
operating personnel that is possible only.with’in-noﬁse reSearch. 

Such interchange, not only-increases the‘value of thebresearch, |
butvalso assures that the results are recei?ed, understood,
and used; When our researchers wcrk with merchants in;definf:
ing the storeage surplus or shortage by areas, it becomes

»rthe,merchant’s.work, as well as the researcher's, and the

operating people are more likeiy'tc underStand and use the

material. There are few secrets in agri-business these days;
but there are a few which need to be protected by 1n—house

_economlsts.

Retention cf good reSearchers is essential. The mcst

_valuable asset a marketing firm can possess is good researcht
talent, who understand the flrm s research needs, have de- |

'veloped the source data, the models, and have the respectiof;VV
.the operating people as well as management. It is cnetof' |
‘management's greatest‘responsibilities,to keep‘thatfindivid-

‘ Ual:(not only physically), but see that he continuee to grcw

and develop. That job can not, in many instances; bevleft

to a cOnsulting firm or university department, but must. be.



peréonally and directly supervised.
Some researchbreqﬁires a scale of dperations beYQnd-tﬁé -
‘reach of a‘pérticular firm. To secure the economies of suéh,
7'  sCéle,_it is often necessary to go outside. This-éan'offen' 
_be'acbomplished most efficiently if there is an in-hoﬂse fé? x
séarch capability to c0mmuni¢ate and work with the outside, B

group;

Communication of Research Results

How can results be communicated? I almost want fo.say“»
iby‘oémosis, mééning that,ﬁanagement must be:intimately‘in—
'volved inﬁthe research éffbrt, and as.fesults are avaiiable,
he understands the aSSumptions, limitations of data and an-
aIYSis,\and anticipates the results of the work. |

Training for In-House Researchers

The training for in-house researchers should consist

; fitof a sound basic understanding of economic theory, principlés;“;1 

1_ and‘fundamentals of quantative analysis.  The researcher must

ﬁ,be»equaily aware of the strengths and weaknesses of economi¢“ Q7

.and statistical analysis. Also, the researcher must be

--;i tréinéd“in logic, communication skills,.andvbe able to get
éloﬂé with and mbtivate others. | ‘
The éomputer is now an accepted fact of life andvﬁfain+ 
‘vingrin the use and possibilities of the machine is helpfu1.>
'"f,yiAn‘awareness'of the possibilities of total data base inte— '

‘,g gration where research data can be captured as a spin-off



of a properly designed management informaﬁion sysfem_for.the
_firmvis also uséful. | B

- Increasingly, as wé ope:ate»in:a wdrld ecoﬁomy whefe
eVehts in Taiwan, Korea, Indoneéia, Africa; Russia, etc.;
exert more and ﬁore pressure on management'deqisioné and>their
research ﬁeeds, the ability to speak a foreign language takes

on added meaning and value.

University Research

The importance 6f university research is greateét'wheh
it éoncentrates as closely as possible on baéic type research.
The economic problems of today are yefy'complex. ‘Solutions
requife a fundamental'understanding'of econqmic principles. -
Whaﬁ.is the nature of the price and income'elasticities of
) demand for wheat and beef? What is the effective demandifor_
- cereals in the world as economies grow? A better undefétand—‘
ing of the'céreal supply function would be helpful. We.havé
. based SOme very importént decisions (as a nation) oh some
- pretty poor analyses of the nature of the prodﬁctibn capa-
bility of the U.S. under full capacity. Basiclresearch on
- quantitative analysis tools is helpful;

I do not wish to be misunderstood. I am not‘againsti
:applied research--that;s my profession. What we are talk-

- ing about is the unique rble of university funded researéh;:
and the,question ariées, if the basic research is.not de-

~ veloped here, then where?



Itam'argulng for added‘priOritf‘to;baSic reSearch; ‘Abff;‘
"plled research is fine, useful, needed etc;; hutdcan be'dOhed'”
’;*by many groups;d\Ba51c can not. Whlle I mayvbe Verygpleased':
cto‘have one of our economists'develop a-breakthrough'in baéie;fj:
,'demand"analysis, I know that t1me prlorltles Can not. be. as—='-fd¢
t51gned for such work.
In the phy51cal 501ence, the need for basic research 1s
vprobablybmore evident. New: metals,‘chemlcals,vwheat, all re—f
B quire‘an attention'to ha51c research In economlcs, we may
’Ftend to mush alone feellng that a food reserve pollcy or
7farm leglslatlon or.export controls can be developed wlthout‘
u.“much attentlon to ba51c economlc analy51s.. |
G T remember v1v1dly the statement by someone who should
vxf}haue known better ‘that U. S. ~dollar devaluatlon was not 1nfla—v7
?tlonary.va remember'prlce controls.belng applled to beef'
'fpork, and br01lers w1thout suff1c1ent attentlon to the eco-f'
;:gnomlcbrepercu351ons of such actlons. - | |
"vThe "1vory tower" has bad connotatlons, espec1ally,»by
g;those who have no concept of the foundatlon bulldlng requlredu»f
hxilifor sound economlc analy51s.' _ | | )
The publlc probably is not ready to support theoretlcal df‘udvr
bas1c type research. Leglslators are pract1ca1 down to
'3'eearth people, who often do not see the 51gn1f1cance of baslc
»‘57research.»‘Bu51nessmen tend;to get lnvolvedvonly,when they '

'v1itwantbsome:applied research work done'at»thevuniversity, :

7H}H0wever,dthat should not deter those who underStand thatai[:,ff5't




# . basic type research must provide the foundations for more

‘complete and accurate economic analysis in the future.

" Communication of University Research

COmmunicatién of basic type research analysis is a ma--
{jqr funétion"of the professional journals. In addition,
)  increased intéréhange'between the applied researéh perSOnhei’
 ﬂand‘the'more basic university types would probably benefit
" both. We afe experimenting wiﬁh a'prdgram of éﬁpporﬁing.a
v university professor on a sabbatical leave for abone year
program ofjﬁorking in reSeérch facilities. I think this
IWill have many side benefits. o | |

_Univeréity held and ihdustryvsponsored symposiums‘oh
more basic fype research may be of considerable interest and

benefit to both the basic and applied researcher.

Industry sponsorship of basic research with little ex- .

pectations of short-run returns, perhaps, should receive5{

‘ . more attention.,

Finally, if the profession is to continue to make max-__f“:

‘imum contributions in the future, additional effort should

|  .bé made in terms of industry sponsorship and legislative o

suppOrt for more funds to attract, hdld; and reward the
'fi teaching specialists. This should be accompanied by_aﬁ inQ
- creased understanding within the profeSsibn that the major
;contributioh of the university economist Wili be in teach-

 “ing, and programs designed to increase the effectiveness

SRE of teachers will pay important returns in the future.




